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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Joint petition for determination ) 
or need tor proposed electrical power ) 
plant and related facilities, Indiantown ) 
Project, by FLORIDA POWER & LIGHT COMPANY ) 
and INDIANTOWN COGENERATION, L.P . ) 

----------------------------------------> 

RECOMMENDED ORDER 

DOCKET NO. 900709-EQ 
ORDER NO . 24042 
ISSUED: 1/29/91 

Pursuant to notice, a formal hearing was held in this docket 
before the Florida Public Service Commission (Commission) by its 
duly designated Hearing Officer, Commissioner Michael McK. Wilson, 
o n December 5, 1990, in Tallahassee, Florida . 

APPEARANCES 

CHARLES A. GUYTON and BONNIE E. DAVIS, Steel Hector and 
Davis, 215 South Monroe Street, Suite 601, Tallahassee, 
Florida 32301-1804 
On behalf of Florida Power & Light Company 

RICHARD D. MELSON and CHERYL G. STUART, Hopping Boyd 
Green & Sams , Post Office Box 6526, Tallahassee , Florida 
32314 
On behalf of I ndiantown Cogeneration . L.P. 

FREDERICK M. BRYANT and SUE MICHAELS, Moore, Will iams, 
Bryant, Peebles and Gautier, 101 East College Avenue, 
Tallahassee, Florida 32302 
On behalf of Florida Municipal Power Agency 

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 
On behalf of Nassau Power Corporation 
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ROBERT V. ELIAS a nd MICHAEL PALECKI, Florida Publ ic 
Service Commission, 101 East Gaines Street , Tallahassee, 
Florida 32399-0863 
on behalf ot the Commission Staff 

PRENTICE P . PRUITT, Florida Public Service Commission, 
Office of the General Counsel, 101 East Gaines Street, 
Tallahassee, Florida 32399 -0861 
Counsel to the Commissioners 

BACKGROUND 

On August 21 , 1990, Florida Power and Light Company (FPL) a nd 
Indiantown Cogeneration L. P. (ICL) filed a J oint Petition for a 
Determination of Need for a proposed electrical powe r plant and 
related facilities to be located in Martin County, Florida, 
pursuan t to Sect ion 403 . 5 19 , Florida Statutes, and Rule 25-22 . 081 , 
F.A.C . The proposed tacility , known as the Indiantown Project, 
will be located near Indiantown, Florida and will be owned and 
operated by ICL . The net electrica l power from the facility will 
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be sold to FPL pursuant to an Agreement For The Purchase of Firm I 
Capacity and Energy betwee n I ndiantown Cogeneration , L. P . and 
Florida Power & Light Company, dated May 21 , 1990 a nd amended 
December 5 , 1990 (the " Power Sales Agreement") . The proposed unit 
has a projected in-service date of December 1, 1995 . on August 29 , 
1990, FPL filed a petition pursuant to Rules 25-17.080 through 25-
17 . 091, Flor i da Administrative Code, seeking approval of the Power 
Sales Agreement . On October 25, 1990 , ICL was g r a nted permission 
to intervene i n the docket concern i ng approval of the Power Sales 
Agreement. By Order , the two dockets we r e consolidated for 
purposes of diticovery a nd hearing. 

The Flor ida Municipal Power Agency (FMPA), a wholesale customer 
of FPL, sough t a nd was granted i nterve ntion in this d ocket. Air 
Products a nd Chemicals , Inc. initially sought i ntervention but 
later withdrew its request. At the prehearing conference held 
pursuant to notice on November 27, 1990 , Nassau Power Corporation 
(Nassau), a company which had tende red a n executed sta nda rd offer 
power sales contract to FPL on June 13, 1990 , was granted 
i ntervention i n this docket . At t he outset of the fi nal hearing, 
Nassau withdrew its intervention. 

At the final hearing, ICL presented the tes t imony of Joseph P . 
Kearney, President and Chief Executive Officer of ICL and of PG&E
Bechtel Generating Company; Stephen A. Sorrentino, Project 
Development Ma nager for PC&E-Bechtel Generating Company with I 
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over 11 responsibility for managing the development of the 
Indiantown Project; and John R. Cooper, Vice President -- Finance 
o PG&E-Bechtcl Generating Company. FPL presented the testimony of 
G.R. Cepero , FPL 1 s Director of Bulk Power Markets, and Samuel s . 
Waters, FPL 1 s Manager of Power Supply Planning. No other party 
presented any testimony. Pet i tioners offered Exhibits 2 through 
18, Exhibits 20 through 25, and Exhibits 27 through JO, wh ich were 
received into evidence. The Commission Staff offered Exhibits 1 
a nd 31, which were received i nto evidence. The Hearing Officer 
requested Late-Filed Exhibits 19 and 26, which were filed 
oubsequont to the hearing and received into evidence without 
o bj ection . 

The transcript of the hearing (2 volumes) was filed on December 
7 , 1990 . Florida Power and Light Company filed a Post-Hearing 
Statement on December 21, 1990. ICL filed a Proposed Recommended 
Order nd a Post-Hearing Statement on December 21, 1990. A ruling 
o n each proposed finding of fact in ICL 1 s Proposed Recommended 
Order has been made in the Appendix attached to this Recommended 
Order . 

ISSUES 

The ultimate issue in this proceeding is whether the Jo i nt 
Petition tor a Determination of Need meets the statutory 
r equirements of Section 403. 519, Florida Statutes, as amended by 
Ch pter 90-331 , Laws of Florida . Section 40J. 519, Florida 
Statutes, enumerates five major areas for consider at ion by the 
Florida Public Service Commission in determining the nc~d for an 
ele ctrical power plant: 

(1) the need for electric system reliabil i ty and integrity; 

(2) the need for adequate electricity at reasonable cos t; 

(3) whether the proposed plant is the most cost effective 
alternative available ; 

( 4) conservation measures taken by or reasonable available t o 
the applicant (in this case FPL) which might mitigate the 
need for the proposed power plant, and 

( !> ) other matters wJ.thin the Commission 1 s determination which 
it deems relevant. 

At tho Prohearing Conference the parties i lentified s~venteen 
i s suoo for resolution i n this proceedi ng. They are: 
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ISSUE 1: Has ICL provided suff icient information on the site , 
technology and status of project development of the 
Indiantown Project to enable the Commission to evaluate 
its proposal? 

ISSUE 2: Are the reliability criteria used by FPL to determine its 
need tor 270-330 MW of capacity i n 1996 to be satisfied 
by t he proposed Indiantown Project reasonably adequate 
for planning purposes? 

ISSUE 3: Is the load forecast used by FPL to de termine its need 
for 270-330 MW of capacity in 1996 to be satisfied by the 
proposed Indiantown Project r easonably adequate f or 
planning purposes? 

ISSUE 4: Does FPL, as a n individual utility interconnected with 
the statewide grid, exhibit a need for additional 
capacity in 1996? 

I 

ISSUE 5: Does FPL, as an individual utility interconnected with 
the statewide grid , have a need by 1996 for the I 
additional 270-330 MW of capacity represented by the 
Indiantown Project? 

ISSUE 6: Are there any adverse consequences to FPL and 
customers if the proposed Indiantown Project is 
completed in the approximate time frame provided i~ 
power purc hase agreement with ICL? 

its 
not 
the 

ISSUE 7 : Would the proposed Indinatown Project and the purchase of 
power pursuant to the ICL/FPL contract contribute to the 
reliability and integrity of FPL's elec tric system? 

ISSUE 8: Would the proposed Indjantown Project and the proposed 
purc hased power agreement between ICL and FPL reliably 
provide electricity to FPL at a reasonable cost to assist 
FPL in providing reliable service to its c ustomer s? 

ISSUE 9 : Is the f uel price forecast used by FPL to compare power 
supply alternatives reasonable for planning purposes? 

1 SSUE 10: Does ICL ' s fuel selection and fuel procurement plan 
provide adequa t e assurances regarding the availability of 
fuel for the Indiantown Project? 

I 
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ISSUE 11: Will the Indiantown Project contribute toward maintaining 
adequate fuel diversity for FPL ' s system? 

ISSUE 12: Has FPL reasonably considered alternative supply side 
sources of capacity? 

ISSUE 13 : Is the Indiantown Project a nd the purchased power 
agreement between ICL and FPL the mos cost- effecti ve 
moans of meeting 270-330 MW of FPL ' s 1996 capacity need, 
taking into account risk factors that are part of the 
cost-effectiveness analysis? 

I SSlJE 14: Did FPL ' s power supply plan reasonably consider the 
ability of conservation or other demand side alternatives 
to mitigate the need by 1996 for the capacity represented 
by the Indiantown Project? 

I SSUE 15: What off-site associated facili ties are required in 
connection with the development of the Indiantown 
Project? 

ISSUE 16: Is the capacity to be provided by the Indiantown Project 
reasonably consistent with the needs of Peninsular 
Florida, taking into consideration timing, impacts on the 
reliability and i ntegrity of the Peninsular Florida grid, 
cost, fuel diversity and other relevant factors? 

ISSUE 17: Based on the resolution of the above issues, should the 
joint petition of ICL a nd FPL for determinatio n of need 
for the Indiantown Project be granted? 

While these issues encompass a somewhat greater range of 
topics than the explicit language of section 4 03 . 519 , Florida 
Statutes, that statute also permits consideration by the Commis sion 
of "other matters within its jurisdiction." By addressing these 
iss ues the parties have provided the Hearing Officer with 
substant ial compet ent e v idence to make the following Findings of 
Fac t. 

FINDINGS Of FACT 

1. FPL is a public utility regulated by the Commission. 
FPL ' s service area spans 35 Florida counties and contains 
approximately 27,650 square miles with a population of 
approximately 5 .9 million. 

., 
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2. (a) ICL is a limited partnership formed as the vehicle 
for PG&E-Bec htol Gene r ating Comp a ny to construct, own and operate 
the Indiantown Project. ICL 1 s general part ners are Toyan 
Enterprises, a wholly-owned s ubsidiary of PG&E Generating Company, 
a nd Palm Power Corporation, a wholly-owned subsidiary of Bechtel 
Generating company. PG&E Generating Company is also a limited 
pa rtne r of ICL. Additiona l limited p a rtners may be admitted at a 
la t e r date . 

(b) PG&E-Becht e l Ge nerating Company is a ge neral 
~artnership between PG&E Generating Company and Bechtel Generating 
Company. PG&E Generating Company is a subsidiary of PG&E 
Enterprises , which in t urn is a subsidiary of Pacific Gas & 
El ectric Company . Bechtel Generating Company is a subsidiary of 
Bechte l Enterprise s, which in turn is a wholly-owned subsidiary of 
Bechte l Group , I nc., o ne of the largest engineering, construction 
a nd development companies in the world. 

I 

3 . The planned Indiantown Pr oject is to be a 270- 330 MW, 
coal-fired cogeneration facility to be located i n southwest ern 
Ma rtin county, Florida , about three miles northwest of Indiantown, I 
Florida , n ine mi los east of Lake Okeechobee. The projected 
commercial operation date for the plant is December 1, 1995 . 

4. The plant site is adjacent to the Caulkins citrus 
p r ocessing plant , a n a bandone d Florida St eel facility , and vacant 
land zoned for i ndustrial use . State Road 710 and the CSX Ra ilroad 
line are adjacent to the northern boundary of the site. 

5. The si t e for the I ndiantown Project consists of two 
patce ls of land total i ng approximately 325 acr es . ICL has 
e xc lusive t hree year options t o purchase these parcels . 

6 . The site is adjacent to the project 1 s proposed steam 
c us t ome r a nd has direct access to t he CSX rail system and Stat e 
Road 710 . 

7 . FPL 1 s existing Martin- Indiantown 230 kV transmission line 
t r a ve rses the plant sit e . 

8. Load flow studies s how that the plant can be efficiently 
i ntegrated i nto t h e existing bulk powe r system by i nte r connection 
wi th that transmission line . 

9. No new off-site tra nsmission lines would he r equired to 
i ntegrate this facility i nto FPL 1 s system. I 
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10. The site is located close to FPL's load center . Because 
ot that location, it is not expected to experience any significant 
transmission losses. 

11. The project's 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 assistance from the utilities with which it is 
interconnected. 

13. There is no capacity penalty associated with the 
project's l ocation. In other words , every 100 megawatts of 
capacity from the Indiantown Project will provide 100 megawatts of 
reliability benefit to FPL. 

14. The facility will consist of a single pulverized coal 
boiler, a steam turbine generator, and associated equipment . This 
is a well established and reliable electric generating technology. 

15. The plant will be designed to comply with all applicable 
environmental standards. The known provisions of the recently 
enacted Clean Ai r Act Ame ndments will have no signi ficant impact on 
the facility. The facility is exempt from the acid deposition 
control provisions of these amendments because the Power Sales 
Agreement for the facility was signed on May 21 , 19 90 , well in 
adva nce of the effective date of the law . The more stringent 
limitat ions established by the amendments for facilities located in 
"nonattainment areas" also will not apply to the Ind.J.antown 
Project, since it is located in an area which is presently 
designated as an "attainment area" for all polluta nts for which 
national ambient air quality standards have been established . 

16. The amendments to the Clean Air Act contain provisio ns 
which confer additional rulemaking authority on the Federal 
Env ironmental Protection Agency and the State of Florida, 
Department of Environmental Regulation. To date, no rules have 
been adopted which would impact the proposed facility. 

17. The plant will burn approximately one million tons per 
year of coal . Coal will be obtained from one or more coal 
suppliers in the SouthP.rn Appalachian coal region. Coal is a 
domestically-sourced, readily available fuel with a history of 
stable pricing. These factors reduce the potential of supply 
interruptions and significant fuel price increases, and result in 
a stable and secure fuel supply . 

., 
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18. The contra ct requires that at least 50\ of the plant' s 
coal requirements be purchased under long term contracts , with the 
remainder to be obtained by either long term contracts or spot 
purchases. 

19. ICL has obtained preliminary expressions of interest from 
a number of potential fuel suppliers , and ICL ' s affiliates have 
recent experience in coal acquisition for similar facili ties. 

20. ICL will maintain approximately a seven day fuel 
inventory i n active storage, with an additional 30 days' supply in 
an emergency coal pile . 

21 . The site has the physical capability of accommodating a 
larger coal inventory if conditions warrant increasing the amount 
of coal stored on site. 

22. The plant will use small quantities of natural gas or 
distillate fuel oil for start-up purposes. These fuels can also be 
used for supplomen al firing in the main boiler duri ng periods of 
peak demand, a nd may be used i n an auxiliary boiler t o meet steam 
requirements when the main boiler is out of service . 

23. ICL has a letter of i ntent with I ndiantown Gas Company to 
provide natural gas to the project for these purposes. 

24. Coal for the projected is expected to be transported by 
the CSX Railroad, which has an existing rail line adjacent to the 
site. 

25 . ICL has a letter of inte nt with CSX Transportation for 
transportation of bo th coal and limestone to the site, a nd for 
backhaul of ash. 

26. FPL' s system today relies on coal-fired gener at ion, 
excluding coal-by-wire purchases, for approximately 2% of i t s 
energy requirements . The purchase o f coal-fired power from ICL 
will contribu e to maintaining or improving FPL ' s fuel diversity . 

27 . ICL .has certified to the Fe de ral Energy Regulatory 
Commiss ion (PERC) that the project will be constructed and operated 
as a "qualifying facility" (QF) under the Public Utility and 
Regulatory Policies Act of 1978 and FERC ' s implementing 
regulations . 

28 . The steam c us t omer for the facility will be Caulkins 
Indiantown Citrus Company. The Caul k i ns p l ant produces 
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concentrates and extracts from the j u ice of citrus fruits. 
Caulkins uses steam in an evaporation process for producing citrus 
concentrate, and in a drying process in which pulp and peel are 
used to create cattle feed. 

29. ICL has an Agreement in Principle with Caulkins under 
which ICL will provide all of Caulkins' steam requirements, up to 
a maximum of 215,000 pounds per hour . 

30. Under the agreement Caulkins will , at a m1n1mum, take the 
amount of steam necessary for ICL to maintain qualifying facility 
status. 

31. Caulkins • current thermal energy requirements on an 
annualized basis are sufficient to support QF status for the 
Indiantown Project. I! a planned expansion by Caulkins occurs, 
those requirements will be approximately double the required QF 
mi nimum. 

32. Cooling and process water for the facility will be 
obtained from agricultural waste water in the Taylor Creek-Nubbin 
Slough , located approximately 20 miles north of the project site. 

33. Transportation o( this water from the Taylor creek-Nubbin 
Slough will require construction of an approximate 20-mile wate= 
pipeline to be buried in the existing CSX Railroad right-of - way. 

34. The water pipeline is the only associated off-site 
facility r equired in connection with the project. 

35. The estimated total capitalized cost for the facili ty is 
approximately $600 million, or approximately $2,000 p r kW. 

36. At a 5% escalation rate, this 
approximately $505 million , or $1,683 per kW, 
dollars . 

translates 
in January 

into 
1991 

37 . ICL bears the financial and other risks associated with 
construction of the project, including all cost escalation and 
interest rate risk. 

38 . Construction is scheduled to begin by July , 1992. 

39 . The construction start date could slip a few months 
wi tho ut placing the December 1, 1995 in-service date in jeopardy. 

,., 
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40. PG&E-Bechtel Generating Company will have overall 
responsibility for managing the development, construction and 
operation of the project. PG&E-Bechtel Generating Company was 
organized in 1989 to be the exclusive vehicle for Pacific Gas & 
Electric Company and Bechtel Group, Inc. to participate in the non
utility power production business. 

41. ICL expects that Bechtel Power Company will design and 
construct tho Indiantown Project, although FPL ' s require d approval 
of the architect/engineer has not yet been obtained . Financing for 
tho plant will be arranged by PG&E-Bechtel Generating Company, and 
day-to-day operations will be the responsibility of PG&E Operating 
Services, a subsidiary of PG&E Enterprises . 

42. ICL's access to the skill, experience and resources 
provided by PG&E and Bechtel , each of which has substantial long
term experience in the electrical power business, provide 
confidence that the project will be viable and reliable . 

I 

4 J. The sale of capacity a nd energy from the Indiantown 
Project is governed by the t erms of the Power Sales Agreement 
between ICL a nd FPL, executed on May 21, 1990. The termination fee I 
provisions of the Power Sales Agree~ent were modified by a contract 
amendment executed on December 5, 1990, to re flect FPL ' s 1996 
avoided unit, a 768 MW IGCC facility. 

4 4. The Po..,er Sales Agreement has an ini tia 1 term of 30 
years. Tho plant has a nominal net electrical output of 300 MW. 
Tho actual committed capacity from the plant will be des i gnated by 
ICL based on pre-operational tests, and must be in the 270 MW t o 
330 MW range, un less FPL agrees otherwise. 

45 . The Power Sales Agreement contains a number of provisions 
designed to provide reasonable assurance that the facility will be 
completed o n-time , including : 

(a) deadlines for the filing of need determinat1on and 
sight certificatio n a pplications ; 

(b) requiring construction loan c losing within 36 months 
of execution of the agreement; 

(c) beginning construction within 39 months of the 
execution of the agreement ; 

(d) the payment to FPL of a total $9 ,000,000 of 
completion secur i ty within 15 days after the construc tio n l oan I 
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closing . This security is forfeited at the rate of $750,000 per 
month for every month that the commercial operation date is delayed 
beyond December 1, 1995; and 

(e) the rather narrow definition of a " force majeure" 
which would exclude ICL from meeting the scheduled completion date. 

46. Should ICL complete th facility before September 1, 
1995, FPL is obligated under the agreement to begin purchasing firm 
capacity and energy after that date. Thus, ICL has some 
signit'icant additional incentive to bring the project o n line 
boforo tho scheduled completion date . 

4 7. The Power Sales Agreement also contains a number of 
provisions intended to assure that the facility will be designed as 
a utility grade plant capable of reliable, h igh capacity factor 
operation including: 

(a) granting FPL the right to approve the selectioo of 
the architect/engineer for the facility, who must be instructed to 
design and construct the facility t o be capable of operating 
reliably with a capacity billing factor of at least 87\ during the 
initial term of the Power Sales Agreement; 

(b) requiring ICL to obtain a m1n1mum $60 million 
liquidated da. ages provision from i t s prime contractor to guarantee 
performance levels and completion date ; and 

(c) requir i ng ICL to arrange to have its lenders 
designate an independent engineering firm to review and evaluate 
tho design of the facility, and to make any changes determined to 
be necessary by that firm unless FPL concurs with ICL that such 
changes are unnecessary. 

48. The Power Sales Agreement also contains a number of 
provisions designed to assure that the facility will operate 
reliably throughout the term of the agreement. These include: 

(a) the previously mentioned provision granting FPL the 
right to approve both the architect a nd engineer for the facility; 

(b) ICL must arrange for review of the facility ' s 
operation and maintenance plan by an independent engineer (subject 
to FPL ' s approval) to determine that the plan is effective and that 
it will allow the facility to operate with a capacity billing 
factor of at least 87\ ; 

,., 
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(c) an independent review of the facility's operation 
and maintenanc e plan must be pertormed on a periodic, on-going 
basis; 

(d) the parties must mutually develop written operating 
procedures to integrate the facility into FPL's electric system; 

(e) ICL must enter into long-term fuel supply 
agree ments , with market price reopener provisions, for at least 50\ 
of the facility's fue l requirements; and 

(f) ICL has agreed that the facility will be managed by 
PC&E-Bech t el Generating Company, or one of ICL ' s general partners . 

49 . The Power Sale s Agreement also contains a number o! 
prov is ions to a s sure the reliable operation of the facility during 
times o f h i ghes t electrical demand. These include: 

(a ) that ICL may only schedule outages during periods 
approve d by FPL; 

I 

(b) that ICL cannot schedule a maintenance shutdown of I 
the faci l i ty duri ng on-peak hours in December, Janu ary, February, 
Juno , Jul y, Augus t, or September 1 to September 15 of any year; 

(c) that the facility is subject to dispatch by FPL; and 

(d) the contract contains pay-for-performanc e provis i o ns 
wh ich give a financial incentive for high capacity fac t o r 
pe r for mance during on-peak hours. 

50. The Power Sales Agreement allows FPL to eco nomic ally 
dispa t c h the facility, to commit and decomrnit the facil i ty, and to 
control both the real and reactive power from the facility. Th i s 
p r ovision a llows the f acility to be treated a s if it were an FPL 
un i t, thus c r e ating the opportunity for FPL to reduce its system 
cos t s . 

51. Under the Power Sales Agreement, capacity payments are on 
a pa y-tor-performance bas is. Tho base capacity payment, ass uming 
the p lan t operates in the 87 t to 92t capacity billing factor range , 
is $ 23 ,000 par ~~/month ($23 per kW/month) for the first twenty 
yea r s o f the contract. This base payment declines by 5 0 \ in the 
t we n t y - f irst year , and dec lines annually thereafter. 

52 . If the plant operates above the 92\ capacity billing 
fac t or leve l , the n there is a 2 percentage poin• bonus for every 1 I 
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pore ntego po i nt increase in capacity billing factor up to 97\, 
where the capacity payments are capped. If the plant operates 
below tho 87\ capacity billing factor level, then there is a 2 
percentage point penalty for every 1 percentage point decrease in 
capacity bill i ng factor down to 55\. No capacity payment is made 
1n any month in which the capacity bill i ng factor is less than 55\ . 

53 . The calculation of the capacity billing factor gives 
' Xtra weight to performance during on-peak hours, which are noon to 

9 :00 p.m. from April 1 through October 31, and 6:00 a . m. to 10:00 
. m. end 6:00 p.m. to 10:00 p.m. from November 1 to March 31. The 

target level for performance during these hours is a 93% capacity 
factor, end on-peek performance above or below thi s level is given 
grea t er we i ght in calculation of the capacity billing fac tor . Thus 
ICL has significant financial incentives to produce energy during 
the on-peak periods when tho capacity a nd energy are of greatest 
v lue of FPL and its customers . 

54 . Under the Power Sales Agreement, monthly energy payments 
arc based on a target e nergy cost of $23.20 per MWH, as ad justed 
quarterly from the first quarter of 1990 to track changes in the 
cos t or coal , coal transportation, a nd lime and ash disposal. This 
base energy rate is premised o n the cost of fuel for the St. Johns 
River Power Pdrk (SJRPP) units , adjusted for a transportation 
d~fferential to Indiantown and for ICL's expected consumption of 
lime and cost s tor ash disposal (backhaul). The monthly pa yments 
ere further adjusted to reflect the hourly effect of changes i n the 
efficiency of the facility caused by FPL dispatch. Th e contract 
permits FPL to neg otiate to assume respons ibility for the fuel 
supply in the future, if economies of scale (and savings to the 
ratepayera ) would result . 

55. Once a year, the actual energy c ost for the facility is 
calculated (subject to audit by FPL), and ICL and FPL share in any 
di fference between the actual energy cost and the target energy 
cost. Energy cost s related to the production of steam for Caulkins 
Citrus (the steam host) are ICL • s sole responsibility, and are 
xclude~ from the calculation . If the actJal energy cost is less 

then the target, ICL and FPL share 50/50 in the energy cost 
Javi ngs. If tho actual energy cost is greater than the target, ICL 
and FPL s hare the first lO t of additional energy cost on a 60/4 0 
basis, and ICL bears al l the additional energy cost above 110% of 
the target . This provision caps FPL ' s (and therefore the 
rdtepayer~ ') responsibility for energy cost s at 104% of the targe t 
rate. 

., 
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56 . These energy payment provisions give ICL a substantial 
incenti ve to minimize the energy costs for the facility, and e nable 
FPL' s cuotomers to s hare i n any savings achieved while limiting 
their exposure to increased costs . 

57 . FPL ' s economic analysis shows that the Indiantown Project 
remai ns approximately $76 mi llion more cost-effective than FPL's 
own avoided unit even if FPL 's share of the energy cost reaches the 
104\ cap permitted under the Power Sa l es Agreement . 

58. The Power Sales Agreement also contains a number o .f 
provisions designed to protect FPL in the event that the facility 
fails to per form . These i nclude: 

( ) the pre viously mentioned $9 million completion 
security again s t wh i ch FPL can draw $750,000 per month as 
liquidated damages in the event the facility does not achieve its 
December 1, 1995 commer c ial operation date, except as the d a te may 
be extended for up to 5 months by the limited definition of force 
majeure . This monthly amount is representative of what it could 
cost FPL to make o btain replacement power on a s h ort-term basis . 

I 

(b) that if the agreement is prematurel y t erminated, ICL I 
is obligated to pay FPL a termination fee equal to the cumulative 
difference between payments to ICL under the agreement and FPL ' s 
avoided cost for an I GCC unit , calculated on a year-by-year val•te 
of deferral basis. 

(c) This obligation is secured by (i) t erminat ion fee 
security i n the form o .f cash or a letter of credit which starts at 
$13 million i n the first year of operatio n up to a max imum of $50 
million in the fifth year of operation; (ii) a f i rst l i en o n the QF 
s t a tus reserve fund des cribed below; (iii) a second lien on the 
maintenance reserve fu nd ; and (iv) a second mortgage on the 
facility. 

59 . The total security for payment of the termination fee 
exceeds the termination fee obligation in each year . 

60 . The t e rmination fee paya ble under the Power Sales 
Agreement is greater tha n the termination fee liability whic h would 
be calculated if a statewide pulverized coal u nit, rather than 
FPL ' s own IGCC unit , was used as the basis for calculating the 
termination fee liability . 

61 . ICL is required to maintain a QF status r eserve fund 
which starts at $500,000 during t he fir s : year of commercial I 
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operation and increases to a maximum of $5 million by the tenth 
year of operation. This fund is available to ICL to take whatever 
action is necessary to maintain its qualifying facility status, 
including building or securing a new steam host. FPL has a first 
lien on this fund as additional security for payment of any 
termination fee liability . 

62. ICL is required to maintain a mainte nance reserve fund 
which starts at $3 million in t he firs t year of operation and 
increases to $30 million in the tenth year of operation . The fund 
can be used for major maintenance or overhaul to the plant , but can 
never !all below $10 million . This provision can be satisfied by 
a similar reserve fund required by ICL's lenders , including a debt 
service reserve fund. FPL has a second lien on such fund to secure 
all of ICL ' s obligations, including any terminatio n fee liability, 
if ICL's lenders require a similar fund. FPL has a first lien on 
the fund if a similar fund is not required by ICL's lenders , or 
when ICL ' s project debt is fully paid. 

63. FPL will hold a second mortgage on the facility to secure 
all of ICL ' s obligation to FPL, including any termination fee 
liability. The value of this second mortgage is protected by the 
requirement that ICL have a minimum 10' equity investment in the 
projoct; by a levelization formula which requires ICL ' s equity 
investment to i ncrease over t ime , either through reduction i~ the 
project debt and/or appreciation i n the fair market value of the 
facility; and by limits on distributions to ICL' s partners during 
the period in which ICL may be liable for payment of a termination 
fcc. 

6 4. The estimated value of this second mortgage interest 
ranges from a minimum of $ 102 million in the first year of 
operation to over $ 650 million by the nineteenth year of 
operation, which is projected to be the last year in which any 
termination fee liability exists . 

65. FPL ' s capacity planning process has three basic steps: 
(i) quantification of the timing and amount of resources necessary 
to maintain an adequate level of system reliability; (ii) 
identification of available alternatives to meet the need and 
dof ini tion ot a n "avoided cost" basis against which the alternative 
can be compared, and (iii) optimization of the alternatives t o 
identify a power supply plan that provides favorable economics 
wh1lc properly addressing risk and uncertainty . 

66 . The quantification of the timing and amount of capacity 
needs begins with the preparation of a forecast of FPL's demand and 

, 
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energy requirements. FPL prese nted a d e t ailed 20-year forecast of 
customers, sales, a nd peak demand . 

67 . This load forecast includes the impact of FPL 1 S 
conservation efforts . These efforts are projected to provide 
approximately 126 MW of incremental demand reduc tions from 1989 
through 1997 , for a total of 750 MW by 1997 . 

68 . This forecast s hows that FPL 1 s s ummer peak demand is 
expec ted to grow from approximately 13,341 MW in 1990 to 
dpproximately 15, 421 MW by 1996 . 

69. This same load forecast was reviewed by the Commission 
and found reasonable for planning purposes in the need 
det ermination proceedings for FPL's Lauderdale Repowe ring and 
Martin Expa nsion projects. (see Order No . 23079, p. 4 a nd Order No . 
23080, p. 4) 

70 . The record contains no evidence tha t this load forecast 
is not reas onable for planning purposes in this docket. 

I 

71. The t iming and amount of FPL 1 s need is determined by I 
comparing the forecas t of demand to existing and committ ed 
resources to determine if FPL 1 s reliability criteria are met . 

72 . For this purpose , the maximum cost effective level of 
demand side mana gement reductions is taken i nto account. These 
reductions total 1,003 MW by 1997, including bo th resident ia l load 
control and interruptible rates for larger custome rs. When these 
demand side management measures are considere d t ogether with the 
c onservation measures e numerated in Finding of Fact No. 67 , che 
rocord s hows that FPL is expected t o have over 1,750 MW of total 
demand side savi ngs by 1997 . 

73 . FPL uses two reliability criteria t o determine the timing 
and amount of its c apacity needs : sumffier reserve margin and l oss of 
load probability (LOLP). FPL plans its s ystem to maintain a 
minimum summer reserve margin of 1 5% and a maximum LOLP of o .1 
days/year . These c r iter ia are common ly used in the utility 
industry, and were reviewed by the Commission and found r easonable 
for planning purposes i n the need determ1nation proceedings for 
FPL ' s Lauderdale Repowering and Martin Expansion projects . (see 
Order No . 23079, p. 4 a nd Order No . 23080, p. 4) The record is 
devoid of evidence suggesting these reliability criteria are not 
reasonable for planning purposes in t h i s docket . 

I 
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7~. FPL's analysis of "ts additional capacity need takes into 
account FPL ' s e xisting generating capacity; the 515 MW of QFs wh ich 
were under contract to FPL prior to the ICL contract; the 
additional capacity resulting from the repowering of Lauderdale 
Unit Nos. 4 and 5 in 1993 and the addition of Martin Unit Nos. 3 
and 4 in 1994 and 1995; a nd the power purchases under FPL ' s 1982 
and 1988 agreements with the Southern Companies . Through the use 
of the TIGER reliability model, the analysis also takes i nto 
account the availability of ass~stance from the other utilities 
with which PPL is interconnected. 

75. PPL's analysis shows that it reaches undesirable levels 
o f LOLP beginning in 1995, and therefore needs additional capacity 
beginning i n that year . 

76. The analysis s hows that without any additional QF 
capacity not already under contract, FPL requires a total of 
approx1mately 900 MW of additional capacity by 1996 in order to 
meet the 0 .1 day/year reliability target . 

77 . FPL's analysis then identifies the available utility 
construction alternatives to meet the capacity need. The economic 
analysis of these alternatives is based on a series of economic 
assumptions and on cost parameters for the various generat i ng 
alternatives as shown on Exhibit 27, Documents 4 and 5 . 

78. The economic analysis of alternatives also makes use of 
FPL ' s May, 1989 most likely fuel forecast . This forecas t, which is 
developed using a scenario approach , is a 30-year project~on of the 
price and availability of fossil fuels. The fuel forucast, which 
is described in detail in Section III.B and Appendix D of Exhibit 
3, and summarized on Exhibit 27, Document 2, was reviewed by the 
Commission and found reasonable for planning purposes in the need 
determination proceedings for FPL ' s Lauderdale Repowerir.g and 
Martin Expansion projects. (see Order No. 23079, p . 6 and Order No . 
23080 , p. 6) The record is devoid of evidence suggesting that 
FPL's fuel forecast is not reasonable for planning purposes in this 
docket. 

79. Based on these assumptions and forecasts, FPL ' s analysis 
shows that the most cost-effective utility construction alternative 
for meet i ng the 900 MW need in 1996 would be the construction of 
two 768 MW integrated gasification combined cycle (IGCC) units. 
Thus, an IGCC unit is FPL ' s "avoided unit" for 1996. 

80. The Indiantown Project is a n~re cost-effective 
alternative for meeting a portion of FPL ' s 1996 capacity need than 

, 
247 



r"" 
248 

ORDER NO. 24042 
DOCKET NO. 900709-EQ 
PAGE 18 

the IGCC unit. The Indiantown Project saves approximately $90 
million (1990$) cumulative present value of reve nue requirements 
(CPVRR) over a thirty yea r period compared to an equivalent amount 
of IGCC capacity. The Indiantown Project also saves approximately 
$73 million over a thirty year period when compared to an 
equivalent amount of IGCC capacity on a year-by-year value o f 
deferral basis. 

81 . The Indiantown Project is more expens i ve than 300 MW of 
s tandard offer capacity pric ed at 80\ of the statewide avoided unit 
when just the present value of the payment stream for 300 MW of 
s t andard offer capacity is compared to just the present value of 
300 MW of cap city under this Power Sales Agreement 

82. This Agreement contains nume r ous provisions which are not 
found in the standard offer contract. 

83 . These i nclude the previously mentioned provisions whic h 
will provide i ncentives to ICL to: 

(a) assure that the unit will be completed pri o r to its 
December 1, 1995, commercial operating s tart up date; 

(b ) pro vide economic i ncentives and disincentives to ICL 
t o assure that the unit will operate reliably ; 

(c) p rovide incent ives to ICL to assure that the unit 
will be available when most needed to minimize co!'ts t o FPL ' s 
ratepayers . 

(d) a ssure the unit is operated in such a way to 
~inimize FPL ' s production costs . 

84. These guarantees of performance and high level of 
operational coordinat ion control must be considered in any cost
ef fec t i veness analysis . While not readily quantifiable i n dollar 
terms these do represent significant be nefits to FPL and its rat e 
payers o ve r the thirty year term of this agreement . 

85. The record is devoid of evidence to support a fi nding 
that whe n consider i ng this project with these benefits ve r s u s a 
discount d stand rd offer contract that the Indiant own Project is 
not cost effective. 

86. The Indiantown Project will contribute 300 MW toward the 
total 900 MW of capacity needed by FPL in 1996 and is an integral 
pa rt of meeting FPL ' s necessary reliab ility le~el. 

I 

I 

I 
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87. Absent ICL's contribution toward meeting FPL's need, 
FPL's system reliability would degrade to unacceptable levels in 
1996, increasing the likelihood of service interruptions . 

88. FPL's need for additional capacity in 1996 is part of a 
s t tewide need for approximately 1,060 MW of new capacity in 1996 . 

89 . The 300 MW to be provided by the ICL unit is also less 
than the cumulative Peninsular Florida need of 2 , 058 MW by 1996 
which remains unsatisfied after all prior QFs and previously 
certified capacity additions are taken into account. 

90. As a coal unit, the Indiantown Project is consistent with 
the ype of capacity designated as the statewide avoided unit, and 
will help to mainta i n adequate fuel diversity on a Pen insular 
Florida basis. 

91. The Indiantown Project is a cost-effective alternative 
!or mooting the Peninsular Florida capacity need when compared to 
the statewide avoided unit, a 1996 pulverized coal unit. The 
Indiantown Proj ect saves approximately $ 67 million on a value of 
deferral basis when compared to such a unit. 

CONCLUSIONS Of LAW 

The Commission has jurisdiction over the parties and the 
subJect matter of this docket pursuant to Chapters 120 and 366 , 
Florida Statutes, Section 403 . 519 , Florida Statutes, and Chapter 
25-22, Flor~da Adc inistrative Code. 

The information provided in this docket satisfies the 
informational requirements of Rule 25-22.081, Flod da 
Administrative Code, and is s u fficient to enable the Commi ssion to 
evaluate the proposed Indiantown Project. 

Section 403. 5 19, Florida Statutes, states in pertinent part: 

.the need for electric system reliability and 
i ntegrity, the need for adequate electricity at a 
reasonable cost, and whether the proposed plant is 
the most cost-effective alternati ve available. The 
commission shall also expressly consider the 
conservation measures taken by or reasonably 
a vailable to the applicant of its members which 
might mitigate the need for the propos' d plant and 
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other matters within its jurisdict ion wh ich it 
dooms relevant. 

Ao to tho t irst requirement of the statute, the record 
contains s ubstantial competent evidence supporting a finding that 
this proposed power p lant wi ll contribute t .o electric system 
reliability and integr i ty. Located close to FPL ' s load center, it 
will havo no adverse impact on FPL ' s ability to import power f r om 
o ther utilities i n the e ve nt of a shortage. Being close to the 
load c ntor, transmission losses ~ill be minimal whe n compared to 
power gonoratod at sites in the northern part of Florida or out of 
state. The ability to dispatch this facility, pay for perf ormance 
a t times of peak demand, and maintenance coordination features 
provide further ssurances t hat this facility will "contribute t o 
electric oyste.Jll reliability and i ntegrity. " 

Tho second substantive consideration of Section 403 . 519 , 
Florida Statutes, is the "need for adequate ele ctricity at 
rcasonabl cost. " The record contains substantial competent 
c vid nco that this planned generating uni t will provide adequate 
electricity at reasonable cost . Gi ve n the proximity to the load 
center; the economic i ncentives to provide the most efficient 
deli vory of maximum usable power; the experience of the parent 
orgoniz tions of ICL; the easy integration into FPL' s tra nsmission 
gr.i.d nd th contractual provisions designed to assure a "utility 
grod '' generating fa~ility , it is clear that the e l ectricity to be 
provid d by the Indiant own project will be "adequa te . " "Adequate 
electricity" has also been i nterpreted to mean sufficient capacity 
for a utility to meet its p eak demand with 1 day per year LOLP 
(loss ot load probability) and a 15\ summer reserve margin . The 
record contains substantial competent evidence to s upport a f inding 
that thio project contributes to FPL' s 1996 needs . As to each 
suggest d standard for comparison ot the "reasona b leness'' of the 
coot of this electricity , the ICL project measures up . On a 
cumulative net present value of deferral basis the ICL project is 

pproximatcly ninety million l ess expens i ve than the equivalent 
portton of FPL ' s own generating alternative, a 768 MW IGCC unit. 
On a c umulative net present value of deferral basis it is seventy 
three million dollars cheaper than the statewide designate d avoided 
unit . As compared to 300 MW of 1996 firm energy and capacity 
purch sod under a standard offer contract d iscounte d to 80%, the 
Indiantown Project is more expensive (by approximately sixty o ne 
million dollar~) but c ontains many pre viously ment ioned contractual 
provioions which must be conside r ed in any cost comparison . ICL's 
obligations to pe rform as s pecified under this agreement are 
secured to a much greater degree than is found . n the s tandard 

I 
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offer contract . Based on the evidence presented it 
conclusion that the cost of the electricity to be provided 
Indiantown Project is reasonable when compared to the 
alternatives to meet the 1996 need for electricity . 

is my 
by the 
viable 

Accordingly, I find that the Indiantown Project helps to meet 
the need for adequate electricity at reasonable cost in accord with 
the meaning of Section 403.519, Florida Statutes. 

The third substantive consideration of Section 403.519, 
Florida Statutes , is "whether the proposed plant is the most cost
effective alternative availabl " for meeting the need for 
additional generating capacity . As discussed with respect to the 
reasonableness of the cost of this project, it is less expensive 
than the utility's own constructed or statewide avoided unic. 
While, as previously stated it is mor e expensive than an equiv~lent 
amount of capacity purchased under a standard offer contract, the 
numerous contractual obligations undertaken by ICL for the ultimate 
benefit of FPL ' s ratepayers not found in a standard offer support 
a finding that this purchase is a cost-effective alternative . The 
record is devoid of evidence to support a finding that t he 
requisite amount of capacity is or will be available elsewhere for 
less money . 

Accordingly, it is my conclusion that the ICL project is the 
most cost-effective alternative available to meet FPL ' s 1996 need 
tor firm capac~ty and energy. 

The final explicit substantive consideration o f Section 
403.519, Florida Statutes, is that the Commission ~xpressly 

consider " the conservation measures taken or r easonably available 
to the applicant. . " The record contains substant.:al competent 
evidence to support a finding that FPL, through d ema nd side 
management a nd cost-effective conservation programs, has reduced 
its 1996 generating needs by approx imately 1700 MW or more tha.1 ten 
percent of the total requirement . While the Commission encourages 
utilities under its jurisdiction to continually explore 
opportunities to a void the requirement for additional capacity, the 
amount of capacity avoided and types of programs undertaken by FPL 
appear to be "reasonable" i n this instance i n compliance with the 
requirement of Section 403.519, Florida Statutes . 

Accordingly, I find that Florida Power and Light Company is 
reasonably considering and acting upon the conservation measures 
available to avoid the need for capacity as required by Section 
403.519, Florida Statutes . 

., 
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Lastly, the s atute permits 1.nqui ry into " other ma.tters within 
its jurisdiction which it deems relevant . " In previous petitions 
under Section 403.519, Florida Statutes , we have evaluated proposed 
projects on a statewide perspective and Peninsular Florida. The 
r ecord shows that FPL ' s need is part of a larger statewide and 
Peninsular Florida need for power in 1996. By providing between 
270- 330 MW of firm capacity and energy to FPL on a reliable, cost
effective b sis close to FPL ' s load c e nter, this project wi ll 
contribute to the statewide and Peninsular Flor i da needs . 

Accordingly, it is my recommendation that the Florida Public 
Service Commission enter a Final Ord er: 

(a) incorporating the foregoing Findings of Fact and 
Conclusions of Law ; 

(b) GRANTING the Jo1.nt Petition for a Determination of Need 
for tho proposed power plant and related facilities-Indiantown 
Project, up to 330 megawatts of committed firm capacity and energy ; 
and 

I 

(c) that the Final Order be submitted to the Department of I 
Env ironmenta l Regulation as required by and in accordance with the 
dato specified by Section 403 . 507(2) (a)2, Florida Statutes. 

Respectfully submitted, 

Of ficer 
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APPENDIX I 

RULINGS ON PROPOSED FINPINGS OF FACT 

Indiantown Cogeneration L . P. submitted some separate Findings 
of Fact in accordance with the requirements of Rule 22 - 25 . 056 , 
F.A.C. In compliance with Section 120.59(2), Florida Statutes, I 
make the following rulings on each one: 

(1-20) 

(21) 

(22-60) 

(61) 

(62 - 67) 

Accepte d and Incorporated 

Accepted and Incorporated, in part. The Finding 
that the South Flori da Water Management has 
" encouraged the use of this water sourc~ ·· is 
rejected as uncorroborated hearsay. 

Accepted and Incorporated 

Rejected as irrelevant. 

Accepted and Incorporated. 
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