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1 P a 0 C 8 8 D I • G I 

2 CBearia9 ooaveae4 a~ tats a.a.) 

3 CB&I...- Jo .. so•a I think we're prepared to 

4 go on the record. Counsel, could you read the notice? 

5 KR • ..a~x.Ga Yea. Pursuant to notice 

6 isaued July 21at, 1998, this time and place have been 

7 aet for a hearing in Docket No. 980802-EM, In re: 

8 Petition to determine need tor cane Ialand Power Park 

9 Unit 3 and related facility in Osceola County by 

10 Kiaai ... e Utility Authority and Florida Municipal 

11 Power Agency. 

12 CBaX..a. Jo .. ao•a We'll take appearances. 

13 KR. BRY~a Fred Bryant, Williams and 

14 Bryant law firm, 2010 Delta Boulevard, Tallahassee, 

15 Florida, on behalf of the Florida Municipal Power 

16 Agency. 

17 KR. YOU.Oa Roy Young with the firm of 

18 Young, van Assenderp ' Varnadoe, 225 South Adams 

19 Street, Tallahassee, Florida, on behalf of Kissimmee 

20 Utility Authority. 

21 Ka. KBA~I•oa Cochran Keating on behalf ot 

22 the Commission Start. 

23 

24 

CBAIRKAM Jo .. so•a Any preliminary matters? 

KR. KBA~I•o: I guess at this time, 

25 Commissioner, our notice tor thia proceeding provide 

FLORIDA PUBLIC SERVICE COMMISSION 



1 that aeabera of the public who are not partie• to the 

2 proceedinv ahall have the opportunity to present 

3 testimony regarding the need for the plant and the 

4 aaaociated facilities. The notices provide that any 

5 auch person wi.ahing to present testimony should be 

6 preaent at the beginning of a hearing, so I believe 

7 now would be a good time, if anybody is here. 

8 CIA% .... JO .. IO•a Did we have any 

6 

9 individuals sign up, members of the public, that would 

10 like to present any statements? (No response.) 

11 Let the record reflect there are no 

12 individual• from the public present to present any 

13 additional testimony. 

14 xa. a&A7I.Oz As the Prehearing Order 

15 indicates, there's no dispute as to the resolution or 

16 any of the iaauea in this docket. Baaed on Staff's 

17 review of the Petitioner'• need tor power application, 

18 the prefiled testimony and exhibits, and th~ 

19 Petitioner's responses to our discovery, we are 

20 prepared to recommend approval of the Petitioner's 

21 position on each issue, aa well aa the entire 

22 petition. I guess before that, we should go ahead and 

23 see about moving the evidence into the record . 

24 CBAI..a. Jo .. ao•z Okay. Now, do we need to 

25 do both, go through the process of admitting all of 

FLORIDA PUBLIC SERVICE COMMISSION 



1 the teatiaony, •tipulating, admitting into the record 

2 aa thouvh read; ahould we do that at thia tiae? 

3 D. D&'fiiiG I Ye•. 

4 caaza.a. JoKMeo•• okay. 

5 a. a&'fiiiGI There are no intervenor• in 

6 thi• docket. Unle•• any of you have any particular 

7 que•tiona, any cro•• examination queation• for any of 

8 the witneaaea, we would request that all of the 

9 teatiaony prefiled in thi• docket be moved into the 

10 record a• though read. 

11 CB&% .... Jo .. ao•a It will be so inserted 

12 without any objection. Now, a• for the exhibita, do 

13 we need to do thoae exhibit-by-exhibit? 

7 

14 KR. D&'fiiiGa I think we could do it either 

15 way. I guess before we get to the exhibits, we do 

16 have an exhibit that we'd like to move into the record 

17 that accoapanies the prefiled testimony . The parties 

18 offered us, have provided us affidavits from each 

19 witness that confirm under oath the correctness of 

20 their teatimony. I think these affidavits are offered 

21 as a sort of a procedural safeguard. 

22 aaaxa.a. Jo .. ao•• okay. 

23 KR. &aa'fiiiGz I believe I've given everybody 

24 a copy; left everybody a copy of that exhibit . It's 

25 entitled "Affidavits Affirming Correctness of Prefiled 

FLORIDA PUBLIC SERVICE COMMISSION 



1 Teattaony and Exhibits Offered on Behalf of the 

2 Florida Municipal Power Agency and ~iaai .. ee Utility 

3 Authority." 

4 CB&IIKIM Jo .. ao•a That will be identified 

8 

5 as Staff Composite Exhibit No. 1. And the short title 

6 will be "Affidavits Affirming Correctness of Prefiled 

7 Teatiaony and Exhibits. " 
8 Are you aovinq that at thia time? 

9 .... DATI.Ga We would ask that be moved 

10 into the record. 

11 caat...- Jo .. ao•a Show it admitted without 

12 objection. 

13 (Composite Exhibit 1 marked for 

14 identification and received in evidence.) 

15 ... DATI•Ga As to the prefiled exhibits, 

16 Staff also requests that those exhibits be marked for 

17 identification. Th@y are li•ted beginninq on Paqe 15 

18 of the Prehearinq Order, through Page 18. 

19 

20 

CBAI&KAM Jo .. ao•a Page 15. 

Ka. DATI.aa Yes. There's one exhibit on 

21 there, 1 believe, that -- it's the second exhibit on 

22 Page 15, the "Table of Contents of Need for Power 

23 Application, "I don't believe that that's -- it was my 

24 underatandinq originally that that was included in the 

25 Need for Power Application it•elf. I don't know -- I 
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1 don't think that it was, and I'll ask the parties if 

2 that was. 

3 CII&I._. JOD80MI I '• sorry, I'm not 

4 followinq you. 

5 ... a&a~IIGa The aecond exhibit lilted on 

6 Pa91 15 that•a described as the "Table of contents or 

7 Need for Power Application" showinq witnesses 

9 

a sponaorinq subsections, I don't believe that that was 

9 part of the need tor power application that we have on 

10 file. I don't know if we have a copy ot that to make 

11 available to put into the record. And I would ask the 

12 parties, if they do have a copy of that. 

13 (Counsel hands out documents.) 

14 ... Yov•a• Madam Chairman, we oriqinally 

15 tiled that with the application for the benefit of 

16 you, really, to give you an opportunity to follow 

17 alonq with the testimony. 

18 It ian't eaaential it be part of the record, 

19 but we -- aince we went to the trouble of doinq it --

20 and I don't think it would hurt anything if we 

21 inserted that in. 

22 

23 

~IItiiAII Jooao•a Okay. 

KR. KIA~I•aa We would ask that that be 

24 marked for identification also. 

CKAI..a. JOBM80Ma Okay. Let me make sure 

FLORIDA PUBLIC SERVICE COMMISSION 



1 I'a following you here. The document that you just 

2 asked to have identified i• the one that they -- on 

3 Page 15, second docuaent, Table of Contents . 

10 

4 ... DA~I.Oa I wasn't sure if that had been 

5 filed previously . 

6 

7 separately, but I guess we•ve identified it as this, 

8 the docuaent here? 

9 ... DATI.Oz Right. 

10 We would request then that all of the 

11 exhibits listed on Page 15 through 18 of the 

12 Prehearing Order be identified in the order there 

13 listed in the Prehearing Order by number, and I guess 

14 we begin with Exhibit 2. 

15 CBAIIIAM Jo .. ao•a What is Exhibit 2. 

16 KR. &BATI.Oz The exhibit previously 

17 identified as KUA-1 in the prehearing order. 

18 CKAiax&M JOBM80Mz You war.t that to be 

19 identified? 

KR. K&ATI.Oa Yes. As Exhibit 2. 20 

21 CKAI..._ JO .. ao•a I• the short titled KAU-1 

22 (sic) or do you have a different short title? I've 

23 seen a couple of KAU-ls here. 

24 KR. KBA~I.Oa All of the KUA-la that are 

25 1 i&ted thflt"P tn•• .-ap t I r"u"* o r lha Noad ror Power 

FLORIDA PUBLIC SERVICE COMMISSION 



1 Application. 

2 alai .... Jo .. ao•a We can go with the short 

3 titles that are stated. The descriptions will 

4 probably be better for purposes of following the 

5 record. So I'll identify, and correct me if I'm 

6 confusing things here -- but I'll identify as 

7 Exhibit 2 Need for Power Application. 

8 ... &8ATI.GI Right. 

9 CII&X .... JOD80•a Okay. 

10 Ka. YOV.Oa Could I make a suggestion? 

11 CBaXa.a. JOKN80•a Uh-huh. 

12 Ka. YOU.Ga Since the first exhibit was 

11 

13 Staff Coapoaite Exhibit No. 1, would it be appropriate 

14 to aake staff Composite Exhibit No. 2 all of the 

15 exhibit• that are that are contained rather than 

16 having to number each one of them? I'm just trying to 

17 aake it easier. 

18 CDIIUIU JOD80•s What works best for 

19 Staff? I ••• aomeone ahaking their head. 

20 Ka. K&ATI•as The exhibits were offered by 

21 the parties. They aren't really Staff's exhibits in 

22 this caae. I think we need to number them each . 

23 CBAIRKAM JODao•s That's fine. We'll take 

24 them sequentially then. So Exhibit 2 is the Need for 

25 Power Application . 

f' LOklOA PUBLI C SERVICE COMMISSION 



1 ... Ka&~I.Oa And I would auggeat ia that 

2 all of the exhibit• beginning with what we've juat 

3 identified •• Exhibit 2 on Page 15 of the Prehearing 

4 Order, through the final exhibit listed on Page 18 of 

5 the Prehearing Order, be sequentially numbered from 

6 that point on. And that would be, from Exhibit 2 we 

7 would go through Exhibit 34, which is the last 

8 exhibit. 

9 CIIUitDII Jooao•a okay. 

10 

11 Order. 

12 

... Kaa~IMGa on Page 18 of the Prehearinq 

Clla!ltllall Joaao•a Let me for purposes of 

13 aaking sure the record is clear, I'll articulate each 

14 of these. 

15 Exhibit 2 will be the Need tor Power 

16 Application. 

12 

17 Exhibit 3, the Table of Contents of the Need 

18 of Power Application, showing witnesses sponsoring 

19 subsections. 

20 Exhibit 4 will be section 18. 2.0. 

21 Exhibit 5, Corrections to proffered 

22 sections. 

23 Exhibit 6, RFP responses. 

24 Exhibit 7, summary of State I Evaluation . 

25 Exhibit 8 , Proposals Evaluated at Stage II. 
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13 

1 Exhibit 9, Performance of Stage II Bidders 

2 7-year CUmulative Preaent Worth. 

3 Exhibit 10', Performance of Stage II, Bidders 

4 15-year CU.ulative Preaent Worth. 

5 11, Performance of Stage 2, Biddera 20-year. 

6 12, Non-price evaluation results. 

7 13 will be described as Sections 1A through 

8 18, but they are alao reflected on Paqe 16 of the 

9 Prehearing Order. 

10 14, Corrections to proffered sections. 

11 15, summary of KUA Load Forecast. 

12 16, Base Case Expansion Plan. 

13 17, Sections 1C -- several sections of 

14 Section 1C. 

15 18, Corrections to proffered sections . 

16 19, Sections 1C.2 through 1C.16 but as 

17 stated on Page 16 of the Prehearing Order. 

18 Section 20, Corrections to proffered 

19 aectiona. 

20 Section• 21 -- oh, I'm aorry --Exhibit 21, 

21 FMPA'a 1997 RFP. 

22 Exhibit 22, FMPA Capacity by Fuel Type. 

23 Exhibit 23, summary of FMPA Load Forecasts. 

24 24, there's several sections, lA through lC 

25 aa atated on Page 17 of the Prehearing Order. 

FLORIDA PUBLIC SERVICE COMMISSION 



14 

1 25, Sections 1A through lC, again aa stated 

2 on Page 17. 

3 Exhibit 26, Corrections to proffered 

4 subsections. 

5 27, Subsection 1A.2.9. 

6 28, Corrections to proffered subsections. 

7 29, Tranaaiaaion Iapact study. 

8 30, Subsection 1A.5.0. 

9 31, Subsection lA through 1C aa stated on 

10 Page 18 of the Prahearing Order. 

11 32, CPI-U Historical Pages. 

12 33, Historical Municipal Bond Interest 

13 Rates. 

14 34, Deposition transcripts of several of our 

15 witnesses as stated on Page 18 of the Prehearing 

16 Order. 

17 And that will be attached so that it will be 

18 clear as to what these exhibits are. We'll make sure 

19 that's attached for the court reporter's purposes and 

20 for purposes of the record. 

21 

;;2 point out Chairaan, just for your inforaation, that 

23 the last of the exhibits is offered by Staff and it's 

24 th• deposition transcripts. 

25 
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1 KR. Ka&~I.Ua I wanted to clarify that 

2 wasn't offered by the parties. 

3 CB&IIUIAII Jo .. ao•a Another clarification, 

4 that we will refer back to Paqes 16 throuqh 18 of the 

5 Prehearinq Order because several of the exhibits are 

6 sponsored by different witnesses. 

7 I understand that they are all beinq moved 

8 by the parties that sponsored those witnesses and 

9 these exhibits, and that there are no objections to 

10 their admittance. So show them all admitted without 

11 objection. 

12 JIR. Ka&~I•a I believe that's all we have 

13 to ask you to move into the record today. 

15 

14 

15 

c.&% .... Ja..ao•a That's your 34, isn't it? 

...... ~I•• That's correct. That's the 

16 deposition transcripts. 

17 Cia% .... Jo..eo•• okay. 

18 COKKI88IO ... JACOaaa The affidavits are a 

19 part o f that? 

20 Ka .... ~I.Ua The affidavits were moved 

21 separately. They were Exhibit 1 . 

22l CBAIIUIAII Jooao•a Show 1 through 34 

23 admitted without objection . 

24 (Exhibits 1 throuqh 34 identified and 

25 received into evidence.) 

FLORIDA PUBLIC SERVICE COMMISSION 



1 BEFORE THE PUBLIC SERVICE COMMISSION 1 6 

• 2 KISSIMMEE UTILITY AUTHORITY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF JAMES C. WELSH 

s DOCKET NO. 980802-EM 

6 JULY 27, 1998 

7 

8 Q. ....... , ........ ud ..wn.. 1 9 A. My name is James C. Welsh and my bulioess addreu is 1701 West Carroll Street, 

10 Kissimmee, Florida 34741 . 

11 

12 Q. By wllam are you eaaployed aod Ia wb8t Cllpadty1 

13 A . I am employed by Kiaimmee Utility Authority (KUA) as President and General 

• 14 Manqer (CEO). 

15 

16 Q. PlaR da&:rtbe , ... lllpGNibllldiiiD ..... palidoD. 

17 A. AJ President and General Manaaer (CEO), I have overall responsibility for the 

18 manaaement and operation of utility operations, which currently includes 

19 manaaemeot of approxiDWely 270 MW of purcbue power and aeneration cap~eity 

20 aad uaociated trllllmiuion and distribution systems providina electric power to 

21 nearly 4S,OOO customers. KUA twa staff of over 260 employees and an annual 

22 operating bud&et of approximately 80 million dollan. As President and General 

23 Manaer, I am ICCOU.Dtlb1e to tbe KUA Board on all matters concerning the utility . 

24 I have beaded this utility for over 16 years. 

• ·:s 



Q. Please st.ae yoar ,...,......._. experieaet ud edumiooal backp'ouacl. 1 7 

• 2 A. I have more than 2S years of professional eoaineeriD& experience. Prior 10 joinina 

3 KUA, I was elq)loyed by tbe Eut Kentucky Power Cooperative D a Lead Enaineer. 

4 Prior 10 my employment with the East Kentucky Power Cooperative, I was employed 

5 by R. W. Beck & Associates and the Philadelphia Electric Company where I 

6 performed a variety of electrical enaineeriq and utility plannina service~. 

7 

8 I am a reaiatered professional enaincer in the Slates of Florida, Pennsylvania, and 

9 have also been rqiltered in tbe States of Cokndo and Kentucky. larNiu•ted with 

10 a blcbelon depee lD electrical eD&iDeering in 1973 and a masters degree in electrical 

ll engineerina in 1'176 from the University of Pennsylvania. I graduated in 1994 with 

12 a masters degree in business administration from Rollins College in Winter Park, 

13 Florida . 

• 14 

I ~ Q. 

16 A. The purpose of my testimony is to provide blcqrouDd information about KUA 's 

17 system, discuss KUA 's need for additional generating resources. discuss the 

IR consequence~ 6f Cane Island Power Park Unit 3 is delayed, discuss the extensive RFP 

19 process rbat KUA conducted to determine Cane Island Unit 3 was the least-cost 

20 alternative, and identify witnesses who will provide testimony and exhibits 

21 supponiog the Need for Cane Island Unit 3. 

22 

23 Q. Please delcribe die ,.,_ ad 1t1 adUn of KtJA. 

24 A. The Kissimmee Utility Authority (KUA) is a body politic organized and legally 

• 25 exist ina u part of the aovernment of the City of Kissimmee. On October I , 198S, 

2 



1 8 
the City of Kiuimmee transferred owoenhip aDd operational control of tbe electric 

• 2 generation, U'llllmiuioo, and distribution system to KUA. KUA bas all the powers 

3 aDd clutia of the City of Kissimmee to construct, acquire, expand and operate tbe 

4 system in an orderly aDd economic manner. KUA operates under the independent 

5 direction of a S-member Board of Dtrectors plus the Mayor of tbe City of Kissimme 

6 as a non votin& member. In addition, KUA ICII u a bUilD& aDd customer service 

7 qellt for tbe Wata and Sewer aDd Refuse Departments of tbe City of Kissimmee. 

8 KUA's service area covers tbe City of Kissimmee and some unincorporated areas, 

9 totaling approximately 8S square miles. KUA provides reliable electric service to 

10 its customers tbrouah diversified power supply resources, which are based on KUA 's 

11 own generation, off-site aeneration through joint participation projects and lona- and 

12 shon-term purchue power contracts. 

13 

• 14 Q. "-e clllcrlbe tbe operllllaal of KUA. 

15 A. KUA's load aDd electrical characteristics have many similarities to other Peninsular 

16 Florida utilities. Except durin& years with extreme winter weather conditions, 

17 KUA's system peak demand occ:un durin& tbe summer moncbl. 

18 

19 KUA is a member of the Florida Municipal Power Pool (FMPP). alofli with Orlando 

20 Utilities Commiuion (OUC), the Florida Municipal Power Agency (fMPA) All 

21 Requirements Project, aDd the City of Lakeland. FMPP operates as an hourly 

22 energy pool. Commitment aDd dispatch services for FMPP are provided by OUC. 

23 Each member of tbe FMPP retains the responsibility of adequately plannina Its own 

24 load and reserve requtrcments. 

• 25 

3 



• 

• 

• 

I Q. PleMe dllcrlbe tile ruomces aaacatly ay.Ueble to meet KUA's caplldty and 

2 eoeal)' requbemems. 

3 A. KUA owns or hu an ownership interest in the following five generati.ng plants. The 

4 Hansel plant, which coosists of a combined cycle unit and diesel generation and is 

5 solely owned by KUA. The Cane Island Power Park which coosists of a LM6000 

6 simp!'! cycle combustion turbine and a General Electric 7EA cnmtlin('cl cyclo ~and I• 

7 Jointly owned by KUA and FMPA. Joint ownership in Florida Power Corporation's 

8 (FPC) Crystal River Unit 3 nuclear power plant. Joint ownea~ip in OUC's Stanton 

9 Energy Center Unit 1 coal unit. Joint ownership in OUC's Indian River Units A and 

10 8 combustion turbines. Mr. Ben Sharma will pruvide further details regarding 

II KUA 's generating plants. 

12 

13 Q. Ple.e dfao:rlbe KUA'sjolat owaenblp oftbe Cue bland Power Park . 

14 A. When KUA started development of the Cane Island Power Park, we sought FMPA 

1 5 to be a joint OWDel of the project in order that KUA could obtain additional benefits 

16 from tbe economies of scale from a larger project. KUA purchased and owns the 

17 1,027 acre site southwest of the City of Kissimmee. The site is designed for an 

18 ultimate capaclty of apprudmately 1,000 MW. PMPA is a SO percent joint owner 

19 in Cane Island Units 1 and 2 u it will be in Unit 3. KUA is the project manqer for 

20 conauuction IDd operation of tbe three units. Through the joint participation 

21 agreemeot, FMPA bas the riaht to have KUA constructldditionaJ capacity on the site. 

22 

23 Q. Does KUA also purc:laMe power to meet Ia caltcDer'l requiremeoas? 

24 A Yes. KUA is a member of FMPA and is a panicipanl in FMPA's St. Lucie Unit 2 

25 nuclear project, and Station I and 2 coal projects . Mr. lkln Sh~arma will provtde 

4 

1 9 



delaill ofKUA'a participation in FMPA projects . 

• 2 

• 

• 

3 Q. Does KUA allo buy power from other utilities? 

4 A. Yes. KUA allopurcbuea farm power from OUC. Mr. Ben Sharma will describe this 

s purc:bue in detail. 

6 

7 Q. Is tbe capldty ann•ble fnm nhdna KVA power supply resouras saflldeDt to 

8 nllably -a fatare KUA rapacity IDd eiiii'IY requ.inmmts? 

9 A. No, it is not. Tbe ecooomic development usociated with Walt Disney World and the 

10 ocher Cemral Florida attnctions bas caused KUA to be one of the futc.i: arowina 

11 utilities in tbe UDited Swea. To ensure system reliability, KUA plans to maintain a 

12 minimum IS percent reserve margin. KUA 's analysis indicates that addition 

13 

)4 

15 

16 

resources must be added by the summer of 2001 in order to maintain a 1 S percent 

reserve marain. Mr. Robert Miller, System Plannina Manqer , will provide 

testimooy detail iDa and aupportioa tbe KUA load forecast and reliability requirements. 

17 Q. P1a1e deKrlbe tbe paeradcm raource~ that are bela& propoaed by KUA to aaeet 

J 8 tbe luhae __. for power. 

19 A. KUA is seeking a determination of need by this Commission, as required by the 

20 Florida Electrical Power Plant Sitina Act, in order to commence detailed enai.ocering 

21 and construction activities on Cue Island Unit 3 at tbe existing Cane Island Power 

22 Park site. Unit 3 will be a 1 x 1 natural au fared combined cycle unit, consisting of 

23 an F-claa combustion turbine, heat recovery steam generator 11nd steam turbine. Unit 

3 will have a ratina of approximately 2~0 MW, dependina upon the specifac 

combustion turbine selected and tbe fma.l desip of tbe steam turbine. KUA and 

5 

20 



FMP A will each be SO percent joint owners of the unit as they are in Units 1 and 2 2 1 

• 2 at tbe Cue Island Power Park. KUA will be the unit operator. Mr. Myron Rollins 

3 of Black aad Veatch LU will sponsor the testimony and exhibits providing detailed 

4 information reprdiD&. the Cane Island Unit 3. Mr. Dick VanMeter of Black & 

5 Veatch LU wUI provide ceatimony reprdina forecast fuel prices for the unit. Mr. 

6 James Dowden of the Florida Gas Transmission Company (FGT) will sponsor 

7 testimony reprdiD& the availability of natural gu pipeline capacity necessary for 

8 Cane Island Unit 3. 

9 

10 Q. PleMe briefly describe tbe evaluMioa proce11 by wbkh KUA detenaiDed that tbe 

11 .,.,.,.. C..lllaad·Ualt 3 ls tile best metbod of meetlna KUA'a future Deed 

12 for rellllble power. 

13 A . During the last two years, KUA bas conducted an exhaustive analysis of alternative 

• 14 methods of meeting KUA's future capacity and energy requirements in a reliable, 

15 least-cost, environmentally responsible fashion. KUA 's analysis. considered a 

16 multitude of factors including: 

17 a). Altemative generation teclmologies and sizes. 

18 b). Alternative fuel source and types. 

19 c). Compliaoce with environmental reaulations. 

20 d). Purclwe power alternatives. 

21 e). Conservation and demand-side management alternatives. 

22 f). Reliability conaiderationa. 

23 &). Uncertainty aDd sensitivity analysis. 

24 b). Fuel diversity needs. 

• 25 As pan of this process. KUA conducted an extensive request for proposals (RFP) for 
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• 

2 

purchased power and evaluation of the proposals received. The result'> of the 

evaluations indicated that Cue IJlaDd Unit 3 with a June 1, 2001 commercial 

3 operation date was the least-<:01t long-range alternative that could meet KUA 's 

4 reliability requirements. Cane IJlaDd Unit 3 will utilize the most effiCient and reliable 

5 combustion turbine teclmology currently in commercial operation Tbe high efficiency 

6 of Cane lslaod Unit 3 emure that cbe project will remain a competitive resource if and 

7 when dereplat.ion occun in Florida. 

8 

9 Mr. Myron RolliDI, aad Scou Carpenter of B1Kt .t Veii.Cb u..r will provide tatimony 

10 related to the aeoeration alternatives, economic usumptions, and the power supply 

11 evaluation process. Mr. Robert Miller of KUA will provide testimony reprdi1!g the 

12 evaluation process iDcludiD& the RFP proceu and evaluation. 

13 

14 Q. Will there be amene co.....-oces to KUA If Cue Island Unit 3 k not lnltwiJed 

15 to meet KUA's....S f• a~plldty ID the armmer of %001. 

16 A. Yes. Without Cane Island Unit 3, KUA 's reserve margin will decrease to 

17 unacceptable levels jeopardizin& the ability of KUA 's system to provide reliable cost 

18 effective power for ita customen. In addition, tbe low COlt eneriY prod~ by Cane 

19 Island Unit 3 would need to be replaced with hi&ber cost purchase power and 

20 generation resulting in higher costs to KUA customen. 

21 

2:. Q. Are dun additioaal develepme.tl plaaaed for KUA's senic.e area resultiDI ia a 

23 further aeed for Caae lllaad Uait l1 

24 A. Yes. ODe such project iJ tbe pro poled World Exposition Center (Expo Center). a major 

25 commercial developmeat to be located on an 800-acre lite in the northwest comer of 

7 
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• 

• 

2 

KUA's service area. Tbe construction of this world-dus mixed-use facility is on the 2 3 

planning stages with iaitia1 operation expected in 2000. The $1 . 1 biUion development 

3 will contain numeroua &cilitiea includina a 2.4 million sq. ft. exposition floor, a 1.3 

4 million sq. ft. convention ceater, and 2.6 million sq. ft. of hotel space. Total employment 

5 projections for the project and supporting industries is nearly 30,000 jobs with an 

6 estimated payroU of$700 million. Direct loads from the project facilities ar~ ~mated 

7 to increase &om 13 MW initially to 45 MW with ultimate development under the base 

8 case forecast. 

9 

I 0 Developments in Cemn1 Florida such u the Expo Center continue to cause growth in 

11 KUA's service area. Tbe Expo Center will likely have a greater direct impact on KUA's 

l 2 power requirements tban Walt Disney World, further providing a need for the timely 

13 installation of Caae lllaad Uait 3 . 

14 

IS Q. Does tlJs complete your preiUed t"""nony? 

16 A. Yes, it doea. 

17 

)8 

19 

20 

21 

22 

23 

24 

25 
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BEFORE THE PUBLIC SERVICE COMMISSION 

KISSIMMEE UTILITY AUTHORITY 

FLORIDA MUNICIPAL POWER AGENCY 

TESTIMONY OF ABANI KUMAR (BEN) SHARMA 

DOCKET NO. 980802-EM 

JULY 27, 1998 

Q. Pleue ltate ,_,. ... e ud 8dclnu. 

A. My name is Abani Kwnar (Ben) Shanna and my business address is 170 l West Carroll 

Street, KissiiDIIM!lC, Florida 34741. 

Q. By wbom are you employed aad iD wbat capacity? 

A. I am employed by Kissimmee Utility Authority (KUA) as Director of Power Supply. 

Q. Pleue dacribe you rapouibilida iD tlaat poaltioa. 

A. I supervise KUA 's Power Supply department. 1be department currently has a staff of 82 

employees IDd ID mmual operatiua budaet of $44 million. The department consists of 

three divisions, which include the operation and maintenance division. system control 

division and pa.muna division. As part of my responsibilities, I un involved in the 

plunina, permilliD& and construction new aeocration facilities, fuel supply and 

ti'IDipOI'IatiOD COIItrllctina. ad purchase power neaotiations and contracting. As Director 

of Power Supply, I am accowttable to the President and OeneraJ Manager and the Board 

ofDirectors on alliDIDa'S concerning tbe department. I have held this position for nine 

years. 

24 



Q. Pleue state yoar pnf-'oul esperieace ud educadoual backp'Ouud . 
25 

• 2 A. I have more than 2S yean of professional engineering experience including 20 years of 

3 utility experieocc. Prior to joinina KUA. I wu employed by the City of Tallahassee 

4 Electric Deplrtment duriDg the years 1979 through 1989. I began my employment with 

5 the City of Tallahassee Electric Department as a System Planning Engineer. I was 

6 promoted to Supcrinteadent of Plannina and Enaineerina in 1981 and after certain 

7 reorganization renamed u Superintendent of Planning in 1988. During my period of 

8 employment with the City of Tallahassee Electric Department, I was responsible for 

9 perfonnina Vlrious plwmina and engincerina activities including preparation ofT en-Year 

10 Site Plans, iDitiatiOD of the Jackson BluffHydro Electric Project, including completion of 

11 the feasibility study, acquisition of DOE grants of $1.75 million and obtaining the 

12 construction and operating license from FERC. 

13 

• 14 My blcqround iDcludes 4 years of experience with Southern Engineering Company of 

15 Georgia. I was responsible for preparation of distribution expansion plans, long-range 

16 capacity expansion plans, system design studies and preparation of Power Requirements 

17 Studies neca11ry for cooperatives to acquire REA (now RUS) and Cooperative 

18 Financing Corporation (CFC) loans. 

19 

20 I am a~ professional enaineer in the States of Florida and Georgia. I graduated 

21 with a bachelors degree in electrical engineering in 1962 from Banaras Engineering 

22 College in Banaru, India and 1 muten degree in electrical engineering in 1965 from the 

23 Georgia Institute ofT ecbnology in Atlmta, Gco!Jia. 

24 

25 I also serve as Chairman of Florida Ou Utility (FGU), a non-profit organization which 
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• procures natural ps llld mauages DIIUral gu transpOrWion for its members. Cunently 

2 FGU has 17 municipal members and three full service industrial members. 

3 

4 As for my community involvement, I am President of the Rotary Club of Kissimmee-

5 West. 

6 

7 Q. Wlaat II tM ptarpose of your ..U.ouy Ia dais proceecliD&? 

8 A. The purpoteofmy testimoay is to provide bKqround information about KUA' s system, 

9 discuss KUA's need for additionalaenerating resources Uld identify witnesses who will 

10 provide testimony and exhibits supporting the need for Cane Island Unit 3, demonstrate 

11 KUA bas prOYided lldequate UIUI'IDCel reprdiDa available primary and secondary fuel 

12 to serve the proposed &cility on a long tenn buis at a reasonable cost, demonstrate KUA 

13 has provided lppi"'priate 811\U'anCes that sufficient natural gas pipeline capacity will be 

• 14 available to tniDSpOrl natural gas to the combined cycle unit, demonstrate KUA 

15 adequately explored lad evaluated the availability of purcbue power, and demonstrate 

16 that Cane Island Unit 3 is the most cost effective alternative available. 

17 

18 Q. Have yoa prepared uy edaibia as part of your tatiaaouy? 

19 A. Yes. lbavepreparedeiptexhibits,Exhibits 5 AKS-1 throughL~-8 which are 

20 attached and included as pmt of my testimony. 

1 1 

22 Q. Wen tlaen sublectiou of die Cue lalaad Power Park Ullit 3 Need for Power 

23 AppUeado• prepared by y• or uuder your direct supervblou? 

24 A. Yes. Subsection I 8 .2.0 contained in Exhibit.!/. KUA-1 was prepared under my direct 

25 supervision . 
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• Q. Are yoa ...,.... tWt 1abledioll u part ofyoar teldmoay! 

2 A. Yes, I am. 

3 

4 Q. Are llaen uy eorncdoaa to llall .......... , 

"" 5 A. Yes. There 1re several typographical corrections shown in Exhibit ~ AKS-1 . 

6 

7 Q.Pieued•crlbetlte .......... efKUA. 

8 A. KUA's loldiDdelectrical~ haw IDIDY limillritia to other Peainlular Florida 

9 utilities. Except durin& yean with extreme winter weather conditions, KUA's system 

10 peak demand occurs durin& the summer months. KUA's system peak demand during 

II 1997 wu 216 MW IDd KUA racbed an all time peak demand of235 MW on June 17, 

12 1998 which is 11 MW biaber than the bae cue projection for the 1991swnmer peak 

13 demand . 

• 14 

• 

1 S KUA is a rr.cmbcr of the Florida Municipal Power Pool (FMPP), alona with Orlando 

16 Utilities Commissioo (OUC), the Florida Municipal Power Agency (FMPA) All 

17 Requirements Project, md the City of Lakeland. FMPP operates as a power pool 

18 conductina joint unit commitment and dispatch for its members. Commitment and 

19 di!petduerviccs for FMPP 1re provided by OUC. Each member of the FMPP retains the 

20 relpDGiibWty of ldeq~y ,....,,. ita own system to meet native load and merve 

21 requirements. 

22 

23 

24 

25 

Q. Pleue clelcrtbe llae nWta1 KVA .-endq .,...,_. 

A. KUA owns IDd operata or bas ownership intaat iD aeoentina units comprised of 

several teclmologies, includiDg nuclear, c::o.l fired. diele1, simple cycle combustion turbine, 

4 

27 



and combined cycle. Table 1 8 .2· 1 of' Edlibit t. K tJ A· I, the Crane Island Power Park 
29 

• 2 Unit 3 Need for Power Applicatioa, provides a summary of KUA's existing generating 

3 resoun:es. The followiDa p~r~~~tphs delcribe KUA'sacnentina aaeu and ownership 

4 interests in detail. 

5 

6 KUA owns IDd operates eiabt dieselaeneratina units ranaina in aae from 1 S to 39 years. 

7 All of tbae cH.II ualll .. loc.aed at the Roy B. Hlnlel Gcncratina Station in 

8 Kissimmee. Six oftbae diael units are fueled by natural ps with No. 2 oil u pilot oil 

9 while the remainlna CWO bum No. 2 oil only. The total nameplate capacity of the eight 

10 diesels is 18.35 MW. In addition, KUA owns and openaes a natural gas fired (with No. 2 

II oil u blckup) OOIDbiDed cycle pllat, wbicb is also localed at the Hutel site. This plant 

12 consists of a 3S MW (nemeplate) combustion turbine which provides wute heat for two 

13 I 0 MW (nameplate) Iteam turbiM ~&crwratcma The total nameplate (lenerating capability 

• 14 at tbe Halellite is approximetely 73.3S MW. 

IS 

16 KUA and FMPA are both SO pen:entjoint owners of Cane Island Units I and 2. Unit I 

17 is a .. imple cycle General Electric LM6000 aeroderivative combustion turbine with a 

18 nameplate ntina of 42 MW. Unit 2 is a I x 1 Oeoera1 Electric: Frame 7EA combined 

19 cycle with a """'P'• ..aiDa of 120 MW. KUA's SO percent ownership share of the 

20 Cane Island Units is 81 MW (nameplate). 

21 

22 KUA owns a 0.67S4 perceDt iDterest, or 6 MW (nameplale), in Florida Power 

23 Corporation's (FPC) Crystal River Nuclear Unit 3, located in Citrus County, Florida. 

24 K U A also hu a 4.8193 percent ownership intaat, or 22.3 MW (rwneplate ), in Orlando 

25 Utilities Conuniuion's (OUC) Stanton Eneray Center Unit I and a 12.2 percent, or 

• s 



29 

• I 0 MW (namepl.ae), ofOUC'alndian River Combustion Turbine ?roject Units A and B . 

2 

3 Q • ..._..._.. KUA'a _...,....._. pow• NIOtlrceta•d ........... 

4 A. KUA is a member of the florida Municipal Power Agency (FMPA), a legal entity 

5 organiud in 1978 aDd exiJtina UDder the laws of florida. During 1983, FMP A acquired 

6 an 8.8060 perceat (73.9 MW) undivided ownership interest in Florida Power & Liaht's 

7 (FPL's) St. Lucie UDit 2 OD behalfofKUA and 14 other memben ofFMPA. KUA's 

8 entitlement shire ofthis unit, bued on a power purchuc contract, is 0.8282 percent (6.9 

9 MW). FMPA bu allo eateNd into a Reliability Exehanae Apecmcnt with FPL under 

10 wbk:b balfofKUA'a.U......_ lhlre ofe~p~City lftd eneraY will be supplied ftrom St. 

II Lucie Unit No. 1 and half from Unit No.2. 

12 

13 In additiOD to the above reiOW'CCS, KUA purcbues elecbic power and energy from other 

• 14 utilities. KUA hu one contract to purclwe 20 MW of firm capacity from OUC through 

15 December 2003. This conti'Kt also provides for supplemental purchases up to an 

16 additional SO MW iftbecap.city is available from OUC. KUA bas a second contract with 

17 OUC for SIIDtOD 2 UDlt power purcbues. KUA il purclwina 30 MW of this cap~eity 

18 for 1998 and 1999, and 40 MW in 2000. KUA has a 1.80725 percent (7.9 MW) 

19 entidemeat sbiR of StanloD 1 tbrouah the FMP A Stanton Project and a 7.6628 percent 

20 (33.3 MW) sbare ofSmnton 2 tbrouah the FMPA Stanton II Project. The Stanton 2 

21 percentaae includes rec:endy acquired Homestead and Lake W onh stwes which total 

22 3.8314 pereem. Table 18.2-2 of Exhibit 1- KUA-1 presents KUA's purchase power 

23 laOUICel. 

24 Q. Please describe KUA '• parddpatioll Ia dae eiMI"'Y broker systaa. 

25 A. KUA is a memXr of the florida Reliability Coordinatina Council (FRCC). The FRCC 
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30 

• has established an energy broker system which provides economic interchange of electric 

2 enet'IY belween member utilities, includina KUA. KUA hu purchased and sold energy 

3 throqb this broker system. and intends to continue such transactions whenever 

4 conditiona are favorable. Currently, these economy transactions are conducted through 

5 the Florida MUDicipal Power Pool (FMPP). 

6 

7 Q. Please diiCribe KUA '• traumluloa systaa. 

8 A. Electric power and energy supplied from KUA-owned aeneration and purchased capecity 

9 isdeliYMdtbrouah230kV lnd69kVtrlftlmiuionliaatoeiahtdistributionsubstations. 

JO KUA provides electric service to retail customen primarily by 13.2 kV feeder circuits 

11 from the distribution substations. 

12 

13 KUA has direct trlnlmission interconnections with: (i) FPC, delivered at 69 kV from the 

• 14 FPC Lake Brym substation and at 230 kV at OUC's Taft substation; (ii) OUC delivered 

15 from two 230 kV lines from Cine Island, one 230 kV line from the Taft substation, and 

16 a 230/69 kV autotransformer at Taft substation serving KUA 's 69 kV line; (iii) the City 

17 of St. Cloud, Florida now being operated by OUC, at KUA's 69 kV interconnection with 

18 St. Cloud's transmission facilities; and (iv) TECO, one 230 kV circuit through the 

19 interconnection from the Osceola substation. 

20 

21 Q. Hu KUA pnMclecl adequte auaraacea nprdba1 available primary aad 

22 HCOadary fMl to HI'Ve tile propoeed facility oa a IODI·Ienll aad •bort-term basil at 

23 a reuoaable eotlf 

24 A. Yes, KUA bas reviewed numerous forecasts md determined that there will be adequate 

25 supply capacity for natural ps and oil to fuel the proposed combined cycle unit. KUA 
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3 1 

• bas reviewed the DRJ natural ps forecast contained in Appendix I A. 9 .I of Exhibit _ 

2 KUA·l. DRI projecta that natw'alau 1upply increues are expected to be adequate to 

3 possibly excessive by 2000. This is because ( 1) reserve additions have exceeded 

4 production during the past 2 yars in the United States and, (2) by 2000, pipeline capacity 

s additions of S to I 0 Bcf/day from Canada, the Rocky Mountains, and the deep Gulf of 

6 Mexico are expected to create a "gas-bubble" even though gas demand is projected to 

7 grow by up to 7 Bcf/day. Gas prices are expected to weaken as new supply sources are 

8 added to the US market. DRJ predicts swift demand growth acting to absorb the new 

9 supplies ad pamartets permittina a return to a better balance after 2000. DRJ expects 

10 demand powth for 1997 to 2000 to average about 1.9 Bcf/day per year. 

11 

12 Florida Gas Tnnsmission Company (FGn is an open access interstate pipeline company 

13 transportina natural gas for third parties through its pipeline system extending from South 

• 14 Texas to Miami, Florida. FGT is a subsidiary of Citrus Corporation, which in tum, is 

IS jointly owaed by Emon Corporation, the largest integrated natural gas company in 

16 America, IDd Sonat, Inc., one of the largest independent producers of natural gas in the 

17 United States. 

18 

19 The FGT pipeline system accesses a diversity of natural gas supply regions including: 

20 • Pennian Area (West Texas and New Mexico). 

21 • AnDrko Buin (Texas, Oklahoma and Kansas). 

22 • Fort Worth 8Dd Eut Texas Basins. 

23 • Arkona Buin (Oklahoma and Arkansas). 

24 • Texas IDd Louiliana Gulf Areas (Gulf of Mexico). 

25 • Black Wanior Buin (Mississippi and Alabama). 

• 8 
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2 • 

Louisiana - Mississippi - Alabama Salt Basin . 

Mobile Bay. 

3 FGTs total receipt point capacity is in excess of3 .0 billion cubic feet per day and includes 

4 connections with 14 interstate and 1 0 intrastate pipelines to facilitate transfer.- of natural 

5 gas into its pipeline system. FGT reports a current delivery capability to Peninsular 

6 Florida in excess of 1.4 billion cubic feet per day. 

7 

8 The Cane Island Power Park is served from an existing FGT system delivery point on the 

9 St. Petersburg Lateral located in northwestern Osceola County. From the custody 

10 meterina installation at the delivery point, the lateral pipeline (the Cane Island Lateral) 

I I runs south and then easterly to service the existing generation facilities at the Cane Island 

12 site. 

13 

• 14 The Cane Island Lateral is a 20 inch diameter pipeline completed in 1993 and is sized for 

the supply of natural gas at the ultimate plant developmer.t level (approximately 1,000 

MW of combined cycle capacity) of the Cane Island site. Subsequent to the completion 

of the lateral pipeline, a tap off serving the lnterc:ession City Plant of Florida Power 

Corporation (FPC) has been completed from the Cane Island Lateral. This sublateraJ, 

installed in 1996, is an 8 inch diameter pipeline with ID estimated flow capacity of 20 to 

30 million cubic feet per day at present-day FGT mainline operating pressures. Under the 

contractual arrangements between KUA and FPC, the service to the Intercession City 

Plant is on an "as available" basis and is interruptible should K U A and FMP A require the 

gas supply for operation of the Cane Island facilities. 

• 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 The existing infrastructure of the FGT system following completion of the Phase III 

9 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

• 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

expansion in February 1995 allows the flexibility to accommodate capacity expansion by 

an increase of mainline compression with minor looping oflines to alleviate bottlenecks. 

This expansion will be accomplished as pan of the FGT Phase IV expansion program 

discussed below. 

Q. Has KVA provided appropriate au•raacea tbat aumcieat aatural 1•• plpellae 

eapadty wUI be available to traDJport aataralps to the propoHCI combiaed cycle 

uait? 

A. Yes, KUA bas provided appropriate assurances that sufficient natural gas pipeline 

cap~eity will be available to transport natural gas to the proposed combined cycle unit. 

We have provided appropriate assurances throuah several measw-es to ensure pipeline 

capacity is available includina: utilizing existing pipeline capacity, discussed with FGT 

proposed plans and capacity required. prepared transportation requests through the oper. 

season of FGT, and retained membership in Florida Gas Utilities (FGU). Mr. Jim 

Dowden. Regional Vice President- Marketing for FGT will provide testimony regarding 

the availability of natural gas ttansponation capacity. 

Q. Has KUA adequately uplored aad evaluated tbe availability of purchase power 

from other electric atilltielaad iDdepeadeat power producen? 

A. Yes, KUA conducted a two-phase evaluation of purchased power alternatives from a 

request for proposals (RFP) (RFP #004-97) for pw-chased power issued May 28, 1997. 

The RFP is contained in Appendix 18.16.3 in Exhibit _f.. KUI'. -1. The compari~n of 

pw-chue power bids included applicable transmission rates, transmission upgrade costs, 

and lou percentages. Certain non-price items were also included in the evaluation 

includina pricing tenns and flexibility. supply availability for economy transactions . 

10 
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9 

10 

11 

12 

13 

• 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

dispatcbability, fuel risks, transmission palh. commercial viability of technology and 

potential environmental effects. The analysis results indicated that KUA' s self-build 

option provided costs lower than all pwchase bids. 

KUA' s RFPwasdevelopcd by KUA and R.W. Beck and requested proposals for electric 

capacity and energy to satisfy up to 80 MW of K U A· s projected requirements for the 

period from 2001 through 2030. The RFP requested proposals for base, intermediate or 

peaking capecity. The minimum capacity required for bidding was 10 MW with a 

minimum term 01 three yem. 

KUA received 22 proposals ftom l l bidden. Theae proposals are summarized in 

Exhibit .lAK.S-2. 

The Stage I evaluation focused on the issue of completeness of the bid packages and 

satisfaction of rninimwn requirements, but did not address issues of price, operating 

characteristics or performance. The minimum requirements were delineated in a 

Minimum Requiremenll Fonn contained in Appendix 18.16.3 in Exhibit--¥- KUA-1 . 

During the Stage I evaluation, letters were sent and responses received from nine of the 

bidders requesting clarification on several minor issues. During the Stage I evaluation, 

proposals from PECO Energy IDd Energy Pacific were eliminated for failing to meet the 

minimum requirements of the RFP. 

As a result oftbe Stage I evaluation. II bidden with 20 proposals totaling 1,600 MW 

were selected for the Stqe II evaluation. The 20 proposals are swnmarized in Exhibit 

I I 
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• +-AKS-3 . 

2 

3 In the Stap 0 ewiUiti011, tbe 11 bidden were sent clarifying questions to enable the bids 

4 to be compared on an equal basis. The following presents a brief summary of the 

5 proposals offered by each of the bidders. 

6 COIIStdltltiM Ptnwr,_l11c.. Constellation offered an 80 MW, 20 year power purchase 

7 from a 700 MW 2xl Westinpouse S01G combined cycle plant to be built in Hardee 

8 County, Florida. 

9 

10 Cllyofut"-~ El«trk • w.,, The C~ty of lakeland Electric&: Water (Lakeland) 

II offered an 80 MW, 10 year unit power purchase from a coal-fired ABB pressurized 

12 fluidized bed (PFB) repowering of Mcintosh Units I and 2. 

13 

• 14 LG&E E11e~ M.utlltf. LGci:E EneraY Marketina proposed to sell KUA 80 MW of 

• 

IS Clpldty IDd ~Wed energy for a term ofbetween 5 and 30 years. The capacity would 

16 be dispatcbable between a minimum load of 48 MW and a maximum load of80 MW. The 

17 power would come from a Wlit to be built on a confidential site in Central Florida. The 

18 power would be delivered from tbe FPC conttol area and would be supplemented by 

19 LO&E EDcqy Mlrbtiq'aaystem power ponfolio to make it 100 percent available. 

20 LO&E EaeraY Marketina's proposal makes two specific offers. The first is joint 

21 ownenhip in a SOO MW facility . The second caJls for KUA to build, own. and operate 

22 a larger unit and sell LG&E Encqy Marketing the excess capacitv and energy. 

23 

24 

25 

NP E11"1Y, l11c. NP Energy, Inc. made three proposals. The first proposal called for 

KUA and FMPA to construct A 240 MW unital Cane lalaud Kl lA would ~tum the HO 

12 
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• 2 

3 

4 

MW requested in the RFP and FMPA would retain the long-term 120 MW requested in 

FMPA's RFP. The remaining 40 MW would be sold to NP Energy, Inc. for a 10 year 

period. Tbe teeaDd piOpOIIl wu to ~ell KUA an 80 MW Sx 16 strip on an annual basis 

for 10 y ... The third proposal wu to sell KUA an 80 MW Sx16 strip on a seasonal 

5 basis. 

6 

7 P.,....., l,..,..l,c. Panda Encqy International, Inc. proposed to sell 80 

8 MW of purcbued capllcity and energy for a term of 20 years. The power would be 

9 supplied &om a SOO MW 2x 1 Westinghouse SO IF merchant plant to be built in Fellsmere, 

10 Florida IDd wheeled over Florida Power & Light's system. 

11 

12 StHIIIMN H~ E.,.,. Southern Wholesale Ener&y offered five 80 MW 

13 propoaala. The flm lhree were Sx 16, 7x 16 and 7x24 strips. The other two proposals 

• 14 

15 

16 

were for peaking and intermediate capacity. Southern Wholesale Energy's proposals 

required 1ransmission import capacity into the State. 

• 

17 

18 

19 

20 

21 

22 

23 

24 

25 

St,..,n .t St.w111011 ,,,.,IIIUI,•L Stewart & Stevenson international offered a 

proposal to provide a turnkey power acneration project at Cane Island. In a phased 

approiCb, Stew111 IDd SteveuOD International proposed to install a LM6000PO 

combiDed cycle plant md to convert Cane Island Unit I into a LM6000PD. 

Ttup011 Pt~N¥r, I11c. Tarpon Power, Inc. offered two proposals for 80 MW for a term 

of20 years. Tbe power would come from either a I ,SOO or 750 MW project that Tarpon 

Power, Inc. would develop in Hardee County. Florida. Tht projl'Ctll wnuld u~ the 

Westinphou11e ~0 I 0 combustion turblncs. One proposal is for capacity from the I ,500 

13 
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• MW project and one from the 750 MW project . 

2 

3 T~lllllh EMfiY ,.,.,, l11c. Terwb EneraY Partners, Inc. proposed to provide 

4 KUA with an ownership share in the Tenaska-Lakeland Combined Cycle Project. The 

5 Project would be a 2xl Westinghouse SO I G combined cycle located at the Mcintosh site. 

6 Tenaska EnaJy P.-tDin, IDe. offered to initially buy blck 40 MW of KUA 'a 80 MW 

7 ownenhip share with Ill IDDual reduction of the buy back capacity through the year 2007. 

8 when KUA would then receive their entire 80 MW ownership share. 

9 

10 ilrti«A E'"'fY Smlka. lndeck EneraY Serviua proposed to provide KUA with 80 

11 MW of capacity and energy for a tam of20 years from a 500 MW combined cycle plant. 

12 lndcck Eneray Services offered two options. One for municipal financing and one for 

13 private finaociD&. 

• 14 

I~ Pro•nn E"•'V ColfHINihl,, Proaress Encrlly Corporation proposed a sale of HO MW 

16 of capacity IDd eneqy for a 7 year term. The capiCity and energy would be from a 2x 1 

17 Westmpouse SOIF tombined cycle. 

18 

19 After receiving the responses from the clarifying questions, KUA selected 11 bids along 

20 with KUA's self-build combined cycle option for modelina with the Stage II Screening 

21 Model developed by R. W. Beck. The proposals evaluated are shown in Exhibit _l AKS-

22 4. 

23 

24 LG&E Energy Marketina's second offer, which called for KUA to build. own. and 

:?~ upcr•te • larller unit and aell LO"E Energy Marketing the excess capacity and energy 

• 14 



• was judged to be no different that KUA 's self build option and was not included in the 38 

2 Stage II Screening Model. 

3 

4 NP Energy, Inc.'s first proposal to KUA, which was for KUA and FMPA to construct a 

5 240 MW combined cycle unit at Cane Island and sell 40 MW of capacity to NP Energy, 

6 Inc. was judaed to be no dift'ereat than KUA 's self build option and was not included in 

7 the Stage II Screening Model. NP Energy,lnc.'s second proposal for a 5x16 strip of80 

8 MW for I 0 years violated KUA 's basic RFP requirement to identify the resource that will 

9 provide the capacity llld CDC1JY, but was included in the Stqe II Screening Model 

10 because KUA received very few short-term bids. NP Energy, Inc.'s third proposal of a 

11 Sx 16 strip of 80 MW for 10 years on a seasonal basis also violated the requirement to 

12 identify the resource that was supplying the capacity and energy. Since KU A was seeking 

13 annual capacity IDd liDce NP £aeray,IDc.'s second proposal was beina evaluated in the 

• 14 Stage 11 Screening Model, NP Energy Inc.'s third proposal was not included in the Stage 

15 II Screening Model. 

16 

17 Southern Wholesale Energy's five proposals involved capacity and energy that originated 

18 from outside the State of Florida. Southern Wholesale Energy formally requested 

19 transmission from Florida Power 4 Uabt (FPL) and Florida Power Corporation (FPC). 

20 FPC responded md denied Southern Wholesale Energy's request on the grounds that no 

21 transmission import capacity exists at their Florida-Georgia interface. No communication 

22 was received indicating that any other entities were capable of providing the necessary 

23 transmission services. Tberefore, the five Southern Wholesale Energy proposals were not 

24 included in the Stage ll Screening Model. 

25 
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• 2 

Tenaska Energy Partners, IDe. proposal for KUA to participate in the Tenaslca-Lakeland 

CombiDed Cycle Project wu not included in the Stage II Screening Model because 

3 Lakelmd withdrew from the Project and a replacement panicipant was not identified. 

4 

5 1be Stage II Screening Model evaluated the cost of each bid on a cwnulative present 

6 worth buis. The evaluations were conducted over 7, IS and 20 year periods. To 

7 preserve the confidential nature of the pricina of the proposals, only the percentage 

8 differences between the self-build option and the proposals arc presented. 

9 Exhibit~AKS-5 through Exhibit I/ AKS-1 present the results of the Stage II Screening 

10 Model. 

II 

12 In addition to the Staae D ScreeDina Model, KUA conducted a non-price evaluation of 

13 the proposals. A total of 40 scoring points were assigned to the attributes considered in 

• 14 the nonprice evaluation. 

• 

15 

16 1be results oftbe DOD-price evaluation are presented in Exhibit /lt<KS-8. Based on the 

17 results of the Stage 0 ScreaUna Model and the non-price evaluation, in which the 

18 installation of a self-build option of Cane Island 3, the 1 xI F -class combined cycle was 

19 clearly the least cost long-term alternative and preferred alternative in the nonprice 

20 evaluation, KUA decided to pursue the installation of Cane Island 3. 

21 

22 

23 

24 

25 

Q. Hu KUA aclequtely aplored ad evaluated tlae availability of purchase power 

from quaUiytaa faeillda ud aoa-utWty aeaeraton? 

A. Yes. The RFP process did oot exclude qualifying facilities or non-utility generators. 

Furthermore, we know of no existing or proposed qualifying facilities in KUA' s service 

16 

39 



4 0 

• area . 

2 

3 Q. Does tbb complete yoar pnflled tatialoay? 

4 A. Yes, it does. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

• 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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BEFORE THE PUBLIC SERVICE COMMISSION 

• 4 1 
2 KISSIMMEE UTn..ITY AUlliORITY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF ROBERT G. MD..LER 

5 DOCKET NO. 980802-EM 

6 JULY 27, 1998 

7 

8 Q. Pleue ltate yo•r ... e aad addrea. 

9 A. My name il Robert G. Miller and my buaineu address is 1701 West Carroll Street, 

10 Kissimmee, Florida 34741 . 

11 

12 Q. By wlao• are you aaployed aad ia what capacity! 

13 A. I am employed by K.iuimmee Utility Authority (KUA) as Manager of Bulk System 

• 14 Planning. 

IS 

16 Q. Pleue describe yo•r l"'lpouibWtia ia that position. 

17 A. As Manager of Bulk System Planning, I have overall responsibility for generation and 

18 purcbue power planning, transmission planoiog, and demand side planning As pan of 

19 my responsibilities, I develop transmission wbeeli"8 rates and usociated cost suppon 

20 schedules, perform production costing of the utility's resources, and evaluate power 

21 purcbue optiona. I establilbed the sysaan plannina division of KU A during 1992 As 

22 Manager ofBulk Syllelll Plaonina, I unaccountable to the Diredor of Power Supply 

23 on all matten coacemiD& utility plannina. I have held the Bulk System Planning 

24 rnanaaer position for over 6 years. 

2S 

• 



Q. 

• 2 A. I have <Mr 20 years of experieoce u an electrical engiDeer with 16 yean experieoce in 

• 

• 

3 the electric utility iDdustry. My primary area of expcrieoce bu been in electric utility 

4 planning and iocludes generation exparllion plannina. distribution system plannina. 

5 transmission plannins, load forecasting and economic analysis. J served nine years as 

6 Manaaer of S~ PIMnins for the Jamaita Public Service Company where I was 

7 actively involved in leut cost generation expansion planning, load forecasting, 

8 

9 issues. I wu sublequeot1y employed u a project manaser by the national consulting 

I 0 firm ll W. Beck ud AIIOciates where I participated in transrniuion analyses and power 

I I supply studies for several Florida municipal utilities and several Caribbean countries. 

12 

13 I received a MuWa dearee in Electrical~ from the Tedmical University of 

14 Nova Scotia. Canada u well u a Bachelor of Science degree in Electrical Engineering 

15 from the University of the West Indies in the Caribbean. I have attended numerous 

16 UliDiDg courses iDdudins an intensive nine week coune in nuclear power planning and 

17 poeration optimiution at the Argonne National Laboratory as well as a similar 

18 proaram in eneriY policy planning at the Brookhaven National Laboratory. 

19 

20 Q. Wlaat II ... .....,.. .r yo•r ......_,. ill dlla proeeedilla! 

21 A. The purpose of my testimony is to address KUA's need for power u it relates to Cane 

22 

23 

24 

25 

Island 3. In my discussion ofKUA's need for Cane Island 3 I will summarize the 

reliability criteria UJed by KUA, summarize the load forecasts developed under my 

direct supervilioD. and demonstrate the need for power based upon the reserve criteria 

and load forecasts. I will discuss KUA's conservation and demand-side management 

2 

42 



4 3 
programuod describe KUA 'a purthue power contracts. I will describe the evaluations 

• 2 conducted to determine that Cane Island Unit 3 is KUA's least cost alternative and 

3 discuss tbe conaequences of delay if Cue biiDd Unit 3 is not installed by June 1, 2001 . 

4 I will describe tbe propoled contribution of Cane lllaDd 3 on reliability and integrity of 

5 KUA's and Peninsular Florida's system, and show the fuel diversity associated with the 

6 propoled unit addition I will •how that Kl JA haa provided auuran~• " 'M•rdinH 

7 primary and sec:oodary fuel availability at a reasonable cost. I will demo~rate that 

8 KUA ldequlllly explored and evaluated tbe availability of purchue power optiona 

9 Finally, I will prlleDt strategic considerations regarding the installation of Cane Island 

10 Unit 3. 

11 

12 Q. Rave J• pnpand MJ alalbltl u part of yo•r direct tatmaoay! 

13 A . Yes. I have prepared three Exhibits, Exhibit ~GM-1 through Exhibit /I!.RGM-3. 

• 14 wh.ich are attached and included as part of my testimony. 

15 

16 Q. Were tllere S.blediotu or tile Caae .. ad 3 Need for Power Application 

17 prepared by yoa or aader your dired ••pervilio•! 

IK A Yea Subaections lA 7 0, 18 5 I, 18.5 2. 18.5 3, IB 55, 18 5 6. I 8 (, 0, I B 7 0, 

19 18.8.5, 18.9.0, 18.10.0, 18.11.0, IB.l2.0and IB.I3.0contained in Exhibit~KUA-1 

20 were prepared UDder my direct supervision. 

21 

22 Q. Are you adopCiaa theat Sub~ectiona at part or your Ceacimony1 

21 A Yea, I un 

24 

25 
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Q. Are tlaere aay eorrecdo•• to these Subtectiou! 

• 2 B. Yes, corrections have been identified and included as Exhibit Ill RGM-1 The 

3 corrections identified are minor IDd have no aipificant impact on the content or 

4 coocluliou cont1ined in Need for Power Application. 

5 

6 Q. II the nliabHity criterion llled by KUA to detenaiae their need for Cant bland 

7 Uait 3 capKity bl2801 reuoaably adequate for plaaaia& purposes! 

8 A. Va, KUA hu ..ablltbed ptoper .,...._ crit.ion to maintaJn a reliable ayatem for lta 

9 cu1tomer1 and for PeninJUlar Florida KUA hal adopted the reserve margin criterion 

I 0 u ID effective and appropriate method to provide a reliable system. The reserve margin 

11 KUA Ulel for pl•naiaa purpoaes is IS perceot. Tbe IS percent reserve criterion is 

12 ccmei..,. with iDduatry pnctice for the IDIDY reliability councils and power pools 

13 throulhout the United States and wu established in accordance with the Florida Public 

• 14 Service Conunialion Rule 2~-6.03~. Fla. Adnun. Code KUA will occaatonwly tolerate: 

IS miDar exaanioDt below 1 S perca if such a exaanion would result in significant cost 

16 saviap. Tbe reMrVe margin basically states that a utility will maintain capacity for its 

17 syltem suc:b that ID excess of capacity is available above and beyond the anticipated 

18 system peak demand. The reserve margin provides insurances that there will be enough 

19 power to 1Upply cuatomen in the event that certain resources are not available, load 

20 growth exceeds forecuta, or extreme weather conditions otCUr. 

21 

22 While some reliability counci.1s and utilities are utilizing statistical criteria such as loss 

23 ofload probability (LOLP) or expected unaerved energy (EUE) u additional planning 

24 criteria, KUA does not. The use of these statistical reliability criteria are very 

appropriate for larye intearated 11y1temA that have relatively few interconnections 

• 4 
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outlide oftbe system beiDa modeled IUdl u ia the cue with Peninlular Florida. For 

• 2 these large integrated systems, typical criteria such as one day in ten years are 

J appropriate. The modeling for these systems is governed by the generating units and 

4 DOt the intercoDDeetioas. For smaller l)'ltema with many interconnectiona, the modeling 

S of the auiltaoce through the interconnection governs the reliability of the system. 

6 Systems. such as KUA's, have a good understanding of the reliability and performance 

7 of their own system. As competition increues, less and less information is available 

8 about their oeiabboriDa and competina l)'ltlml. 11111 it i1 very difftatlt to model the 

9 system ..W., the iDtercoDDeCtions. These interconnections drive the system reliability 

10 for relatively small systemS such as KUA's with several significant interconnections. 

11 Using ltatiltic:ll metbodJ for KUA's system would be very difficult and likely lead to 

12 erroDeOUI raultt. 

13 

• 14 Q. Wat the KUA forecut or power de.aand and enUJY prepared by you or under 

15 yourdk~••~f 

16 A. Yes, it wu. KUA•stoad forecast was prepared 11 two separ .. :.! components The first 

I 7 component is a model-bued forecast of customer class energy and demand 

18 requirements. The second compooent iJ an incremental load forecast uaociated with 

19 the proposed World Exposition Center (Expo Center), a major commercial 

20 development on an800-ac:re site in the northwest comer ofKUA's service area. I will 

21 be providiog testimony regarding details of the customer class based forecasts and Mr. 

22 Scott Carpenter ofBIIck & Veltdl~a wiU sponaor testimony detailill8 the Expo Center 

23 forecast. 

24 

25 
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Q . Pleue suaaaarile tiM load forecast tlaat wu used ill determiaillc the aeed for the 

• 2 Cue &lud Uait 3. 

3 A. KUA prepared a 20-year load foret.ut to ..... tbe need for and relative economics of 

4 the Cane Island Unit 3. Over the long-term growth in summc:r peak load, winter peak 

5 load and net enaJY for load, including the Expo Center is projected to be 4.2 percent, 

6 4.2 percent and 3.9 perceat respectively. Tbeae compare to historical annual growth 

7 rates overtbe 1ut ten years of6.0, 4.0, and 6.5 percent respectively for sununer peak 

8 danand, winter peak danand, and net eoergy for load. 

9 

10 In tbe year 2001, wbea Cue Island Unit 3 becomes operational, KUA's summer peak 

11 and net eDei'IY for load are expected to be 283 MW and 1, 184 GWh. The base case 

12 forecut that wu utilized iD the plannina proceu is shown in Exhibit ~ (RGM-2). A 

13 detailed compilation ofKUA' a load forecast is provided in Subsection I B. 5. 0 ofExbibit 

• 14 _kKUA-1 . 

15 

16 Q. Pleale dilcus die foncutia1 procas utUized by KUA lo project customer dau 

17 aaav nquirelaeau ud system peak load. 

18 A KUA UJel a statiJtical based moc.Wi"l process known as regression analysis to prepue 

19 forecuts of c:ustoma" dau energy requirements. Regression teclmiques evaluates a 

20 relatioDsbip betweat tbe quantity required and several other causative and independent 

21 quantities that are themaelves euier to project than the required quantity In preparing 

22 forecuts KUA aoalyza aDd projecu the major driving factors that are related to the 

23 demand for electricity by iu customers. These factors include demographic factors 

24 (population aDd cuatomer growth), weather impacts on loads, economic factors 

25 (employment aDd income), c:onservltion programs and large incremental load changes 
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wbicb may impla tbe forecast. KUA projects the dan energy requirement~ Ulins 

• 2 recogoized mocWina tec.baiques and then estimates winter and summer peak demands 

3 usioa load factor IDIIysis. 

4 

s Q. Describe tlae forecast •oclelial tedaaiqHS ued by KU A. 

6 A To estimate clua energy requirements KUA UJeS tbe statistical modeling technique 

7 knows u leut squares regression. This method is used to identify and estimate the 

8 biltoric:al relatioubip between eDei'IY coDIUIIIption and multiple lndepeodent 

9 demopapbic, ecooomic and weather variables. In aoaJyzing the relationship between 

10 energy requirements aod driviDg variables, KUA utilizes a commercially available 

II software package to perform ltatillical analysis and prepare standardized teats of 

12 swisticallipificaoce to evaluate alternative forecast models. Once a model i.s selected, 

13 energy forecasts are prepared UJins,the selected model and forecast ua•mptions for 

• 14 driving variables (customen, weather, economics, etc.). Forecasted energy is then 

15 analyzed for reuoaableaeu, compared to biJtorical patterns and modified, if 

16 appropriate byusina informed judgement and appropriate incremental load adjustments. 

17 The forecast iJ adopted after review by KUA load forecasting committee consisting of 

18 upper IDIDigeiDellt penoanel at KUA 

19 

20 Q. Please dacribe die statistical valklatioa testa daat are used to etUUrt that the 

21 forecutiaa•oclell used by KUA are reliable. 

22 A. AJ part of the forecasting process, KUA evaluates llandardized statistical measurements 

23 to aueu the: 

24 

25 a). Overalllipificance of the forecut model. 

• 7 
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b). Tbe •atilbcallipificaoce of iDdividual driving variables . 

• 2 c). The relalive explanatory performance of the model. 

3 d). The validation of model structure for complexity and dynamics. 

4 

5 The utilization of tbeae types of testa permitl the development of forecast models, 

6 which are statistically valid IDd appropriate for use in forecasting. 

7 

8 It is important to note that DO IDIIter bow sophisticated and reliable 1 model appears to 

9 be bued upon biJtoric::al relationships and statistical validation appears to be, 1 model 

10 is a simplification of reality and can not capture every nuance of cause and effect 

11 relations. In other words, dift'ereocea betweea load forecuts and actual realized loads 

12 will always occur. In addition. we live in 1 dyoamic world where change is 1 constant 

13 The occurreoce offoreca_-ring error is unavoidable in any statistical model and should 

• 14 be addreued througb the use of aeositivity or uncertainty analysis. 

15 

16 Q. Are dte forecudaa pneeues used by KVA ai•ilar to tlaOH used by electricity 

17 provlden of1ialar 1ile ud litudou u KUA. 

18 A. Yes tbey are. There is a tradeoff between forecast methodology complexity aoo cost 

19 CODiiderationa. Simpljltic methodologies aach u liDear trend foreasting are very 

20 expedieot and inexpensive. However this type of forecast methodology does not 

21 provide aufficieot inJiabl imo the causative effecu associated with the demand for 

22 electricity. In addition, trend models provide no losical capabilities for evaluating the 

23 poteotial dynamics of growth in electrical requirements. 

24 

25 Statistical modeling techniques, aach u uled by KUA and other small to mid-sized 
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• 

• 

2 

3 

utility sy11em1, 1n more COitly to implement, but allow tbe ulllylt greacer inJi&ht iDlo 

the facton that really drive tbe demand for electricity. The forecuting processes used 

by KUA strik• ID ipprOpriate balance betw.n colt and the level of sophistication 

4 required to reliably plan for fUture power supply requirements. The tools v.sed by KUA 

5 allow great flexibility in assessing the impact of numerous driving factors on electricity 

6 growth aad provide the ability to wess alternative growth scenarios. 

7 

8 Q. Does die load forerut proceu atHized by KUA eouider the major (acton that 

9 d detenaiae die Med fer power by dae year 1001. 

I 0 A. Y • it cloel. KUA f'oncuta haw c:oDiidered tbe major demographic and economic 

11 factors, which intluence tbe demand for electricity. We have specifically considered 

12 population IIDd c:usto~ growth, the impla of weather, the price of electricity, 

13 employmeal levels, boulehold income levels, new housing starts and appliance 

14 saturations in our forecast process. 

IS 

16 Q. Are tllwe additioul dev ...... plaaaed for KUA 's senice area resultin1 ia a 

17 r.1111er aeed for Cue blud Uait 3! 

18 A . Yes. Ooe such project is the proposed World Exposition Center (Expo Center). a 

19 major commercial development to be located on an 800-aae site in the northwest 

20 comer ofKUA'a aervic:e area. The CODitl'Uction of this world-dus mixed-use facility 

21 is in the plannina staaes with initial operation expected in 2000. The $1 .1 billion 

22 development will coatain DUDlerous facilities inch.ding a 2.4 million sq. ft. exposition 

23 ball, a 1.3 millioo sq. ft. coovention center, and 2.6 miJJion sq. ft. of hotels. Total 

24 employmeot projec:tioaa for the project and supporting industries is nearly 30,000 jobs 

2 5 with an catirnated payroll of $700 million Mr Scott Carpenter will tcatafy to the 

9 
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development oftbe project direct loads from the project . so 

• 2 

3 Developmenta in Ceatral Florida such u the Expo Center continue to cause srowth in 

4 KUA'a .-vice ara Tbe Expo Center will likely have a greater direct impact on KUA'a 

5 power requirements than Walt Disney World, funber providing a need for the timely 

6 infttll•tion of Cane Island Unit 3. 

7 

8 Q. Wlaat are tile .. jor au••ptio .. daat are used iD prepariac tbe KUA '1 forecast! 

9 Ecooomic growth in tbe awe of Florida geoenlly exceeds that of the U.S. as a whole 

10 aDd KUA's service area is ooe of tbe Cutest growing counties within the state. 

II Ec:oDomic aDd demoaraPbic projections for the KUA area provided by the Bureau of 

12 Economic and Butineu Research (BEBR) substantiate the continuing development of 

13 tbe KUA area. Population srowth projections, and ultimtteJy new home construction, 

• 14 tboup IOaiiWbat low• than that ICtUilly experienced during the put I S yean, 

15 oon«jnae to drive the relatively hip growth in electricity demand projected for the KUA 

16 I5Vice area. Over the DeXt 1 S }UI'S employmcat is projected to increase by 2.2 percent 

17 per year aDd real personal income is projected to increase by 2. 9 percent per year. The 

18 lolld forecut iJ bued upon an e•nnptioo of normal weather conditions. An additiont.l 

19 growth ftctor to the load forecut iJ the assumption of an estimated annual rate 

20 decreue of2.S pa-c:eot for all rate duaes duriDa the 6 year period FY 1998 to 2003 . 

21 Specific forecut drivina Vlrilblel nflectina tbe UIUIDptiou detcribcd above are 

22 conttined in Appendix 18.16.2 in Exhibi• ~ KUA-1 

23 

24 Q. An tile foncut .... ptiou liNd by KUA reuoaable! 

25 A . Yes they are. Tbe projections for economic and demographic growth usumptions 
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made for tbe KUA area are a l'lllistic ICelllrio of bow the future may unfold. The 

• 2 projections have been provided by a credible and unbiased source, the Bureau of 

3 Economic and Business Research, and were prepared using logical processes and 

4 aeoerally ~ IDICboda. 

s 
6 Q. Pleue describe ltow KUA addresses forecut uncertainty ia evaJuatiaa tbt deed 

7 for Cue blud Uait 3. 

8 A. A. mMitioald .-, forec:utiDa .,.or cannot be avoided and needs to be conaidered 

9 in devtlopiae pow1r I'IIOUI'CI plus. The primal)' method for dealing with load forecast 

10 uncenainty is to prepare alternative forecasts by uauming different scawios of events 

II that will impact the forecut. This is precisely tbe pr~ UICd by KUA. KUA used 

12 biab IDd low powtb projecdona developed by BEBil to construct alternative forecast 

13 ac:eaarioa brold eaougb to quantify a significant amount of load forecast uncertainty. 

• 14 The proceu used to addrea uncertainty is reasonable and ::upported by stati1tical 

15 theory that indicatea that forec:ut uncertainty will increase u the length of the forecast 

16 period a.creu.. AJ ID _,..., in 1999 the UDCeltlinty rup for the KUA summer 

17 peak lold, includiDg the Expo Center, is 46 MW. This UDUI1ainty range increases to 

18 304 MW by 2010. In term1 oftbe need for capacity, KUA's reserve margin will fall to 

19 below IS percent in 2001 eveo under the low load growth scenario and the exclusion 

20 oftbe Expo Ceat.-lold without Cane llland Unit 3. 

21 

22 Q. It KUA n-aluall111 all)' eon••rvatlon ur dentand·tlde manaaement pro1raaaa! 

23 A. Yea. In reapo01e to Public Service Commission Docket 930555-EG, KUA evaluated 

24 nearly 70 propoled demand-side management measures. ~ a part of that evaluation, 

25 KUA impemeated a direct load control program for residential ~stomers to control 
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air coaditiooen, electric water heaters, and electric apace heaters. The program had 
52 

• 2 more than 7, 000 participants by the end of 1997 and bas resulted in a demand reduction 

3 of approximately 12 MW. 

4 

5 As part oftbe eYIIultion of the need for Cane lslud Unit 3, KUA reevaluated the cost 

6 effectiveness of conservation and demand-side management measures relative to any 

7 potelltialsaviogs fiom avoiding Cane Island Unit 3 u testified to by Mr. Bruce Knodel. 

8 The lower avoided COlli of Cane lllaDd Unit 3 resulted in none of the nearly 70 

9 me&IUI'el beiDa COlt eft'ective. Nevertheleu, KUA currently plana to continue the 

10 reaidential direct load control pro1ram on a voluntary baaia providiny reduced credits 

11 for panicipation. KUA contimaes to offer free eoergy audits wiJb about 600 audits 

12 beiDa performed IID•ally IDd promotes coni«VVtion and demand-lide management 

13 tbrouab numerous public education programs. 

• 14 

IS Q. Pleue briefly deecribe tile evaluatioa proceu by wllida KUA determiaed tbat tbe 

16 pnp111d Cue lllllld UaltJIIdlebelt •ldald IIIHitill1 KUA'a fMt•re Deed for 

17 reliable power. 

IK A. Duriaa the lut two years, KUA bas conducted an exhaustive analysis of alternative 

19 methods of meeting KUA's future capacity and energy requirements in a reliable, 

20 leut-cott, eavirolaeacally rtlpODiible fuhion. KUA'aanalyliJ. colllidered a multitude 

21 of facton including: 

22 1). Alternative jenei"IUOn technologJCI and 1iz.e1 

23 b). Alternative fuel source and types. 

24 c). Compliance with environmental regulationa. 

25 d). Purc:hue power alternatives. 
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e). ConMrVation and demand-side rnanaaemcmt ahermtivca 53 

• 2 f). Reliability considerations. 

3 a). Uncertainty and Mnlltivity ual)'lia. 

4 b). Fuel diversity oeeds. 

5 As pan of this proceu, KUA conducted an extensive request for propoaals (RFP) for 

6 purcbued power ud evaluation of the proposals received. The results of the 

7 evalullica incficated that Cuellland Unit 3 with a June l, 200 I commercial operation 

8 date wu the leut-cost long-range alternative that could meet KUA's reliability 

9 requiRmeotl. Cue lslaDd Unit 3 will utiliz.e the most efticieot and reliable combustion 

10 twbiDe techooloaY auTCDt1y in commercial opentioo. The hip efficiency of Cane 

11 lslaDd Unit 3 euures that the project will remain a competitive resource if and wben 

12 deregulatioa ocx:un in Florida. 

13 

• 14 Q. 

15 Uait 3 wu tlae leut celt ..._.ative for •eetiaa KUA 'a capacity nquiret~~enta for 

16 the ••••• of2001. 

17 A KUA evah•Med two coal fired, four combiocd cycle units, and fow simple cycle 

18 combustioo twbiDe uaita of various sizes and teclmologiea using the EGEAS optimized 

19 generation apusion program. EGEAS evaluates all combination of generating units 

20 provided to develop the leut coat expansion plan necessary to meet system 

21 requiremeDtl i~ I'IMIVel over the 20 year plannina period bucd on cumulative 

22 preaeot worth coat. 

23 

24 Q. Did EGEAS pick Cue IJiucl Uait 3 u die leut coat alteraative. 

25 A Yes. Exhibit /I, RGM-3 shows the inatallation of SO percent ownership of the 50 IF 
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I xI combined cycle Cane bland Unit 3 in 200 I u the fint unit addition in the leut cost 

• 2 expam.ion plan. 

3 

4 

5 Q. Does KUA ll8Ve purdaue power alteraativa tltar are lower in cost than Cane 

6 lslud 3. 

7 A. 

8 an extealive RFP process as testified by Mr. Bea Sharma and all of these purchase 

9 power bids were lipificudy more expeosive than Cane Island Unit 3. In addition, 

10 KUA baa a stratified partial requirements cootract with Florida Power Corporation in 

11 which KUA can purcbue bue, intermediate, and peeking capacity. KUA compared the 

12 colt of Cue blaod Unit 3 to the stratified bue, intermediate, and peakiJl8 capacity and 

13 CaDe lllaDd Uait 3 wu lower in cost at aU capacity facton. 

• 14 

15 Q. w• dlere be advene couequeaea to KUA if Cue bland Unit 3 is DOt installed 

16 to •eet KUA'a Medlor capacity in tile ••••er of 2001. 

17 A. Yes. Without Cane laland Unit 3, KUA is not projected to have adequate capacity to 

18 meet peak demands in tbe summer of2001 . In addition, the low cost energy produced 

19 by Cane Island Unit 3 would need to be replaced with higher cost purchase power and 

20 generation reauJtina in higher costs to KUA customers. 

21 

22 Q. Does KUA llave a reliability and for die propoHCI Cane bland 3 unit ia 2001! 

23 A. Yes, KUA desperately needs the capacity from Cane Island 3 in 200 I to maintain 

24 system reliability. AI demoutrated in Table 1 B. 7-1 ofExhibit ~KUA-1 , a significant 

25 capacity deficit is projected to ocau in the year 200 I without Cane Island Unit 3. 

• 14 



The aeed for power is even demoastrated UDder tbe low load growth .cenario in 200 I ss 

• 2 when tbe projected reserve marsin drops to 2.4 percent without the addition of Cane 

3 Island Unit 3. This demonstrates the aitical ne<:eslity of capacity required from the 

4 proposed Cane biiDd 3 unit. Table 18.11-1 of Exhibit ,.... KUA-1 presents the need 

5 for power in 2001 bued upon tbe low load IDd energy growth scerwio. 

6 

7 Q. .. tile ...... or KUA '• lleed for its proposed eo•blaed cycle UDit appropriate! 

8 A Yes, bued upon the base cue forecast of peak demands, the numerous sensitivities 

9 cooductecl, aDd tbe ICbeclule required for construction, the tim1ug is appropriate for the 

10 insta11atioo of Cue blaDd Uait 3. I have previoully stated in my testimony the esseotial 

11 need for tbe propoted combined cycle unit in 2001 to maintain reserve margins at an 

12 adequate level. 

13 

• 14 Based upon the lead times to obtain certification under the Florida Electrical Power 

15 Plant Siting Act and to order major equipment ioclucling the combustion turbine, and 

16 tbe scbedule to coDIUUct tbe facility, now is the most appropriate time to pursue the 

17 need for Caoe laland Unit 3. Delays in tbe ordering of the combustion turbine or 

18 liceaaing could ba\'e poteatiaDy large eft'ecu u to wbetbet the facility will be installed 

19 in time to meet peak demands for the summer of 200 I. As the schedule shown in 

20 Figure 1A2·2 of Exhibit .,. KUA-1 displays, the timing for the need application is 

21 critical to the facility beiDa available in June of 200 I 

22 

23 Q. WW tlae preposed co•blaed cycle ••it c:o•trib•te to the eledrica.lsystem 

24 reliabWty ud iatepity of KUA aad Peaialular F1orida! 

25 A . Yes, KUA must acquire additional capacity in 2001 or it will not be able to maintain 
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system reserve IDIIJioa. Without the addition ofCaoe Island 3 in 2001, KUA would 

• 2 be required to purc:bue power from a market where there may not be power available. 

3 

4 The proposed combiDed cycle for Caoe bland 3 will also contribute to the electrical 

5 system raiability and integrity for PeninClJiar Florida. With reserve nwgins projected 

6 by the Florida R.elilbility Coordinating Council's 1997 Ten-Year Plan for Peninsular 

7 Florida at 1 S percent in the summer of200 I after exercising all of the load management 

8 and intertuptible load, the Deed for Cane Island Unit 3 is very weU demonstrated. The 

9 construction of Cane IJiaDd Unit 3 will lead to a more reliable P~nsular Florida system 

10 due to Cane blaod's interCODDeCtions to the grid. 

II 

12 The proposed combined cycle for Cane Island 3 is a very reliable, proven source of 

13 generation that will CODiribute to system reliability and integrity, while reducing 

• 14 production costs for generation. 

15 

16 Q. WW tile proposed co•biaed cycle uait coatribute to tbe fuel divenity for KUA 

17 aad PaiDJalar Florida! 

18 A. Yes. The addition of Cane Island Unit 3 would increase KUA · s natural gas generation 

19 and replace more costly poeration resources in the region, which depend on foreign oil 

20 supplita, with gmeration fueled by a domestically produced source of fuel. With natural 

21 gu prices expected to remain low aod ample supplies available, it is apparent that 

22 natural gu is the optimal Nel choice. ln addition, the base load natural gu fueled 

23 generatioo of Cane IJland Unit 3 provides protection from the impact of possible future 

24 regulations, which would reduce col emissions on coal fueled units. 

25 
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Q . Bu KUA provided adeqaate auaraaa~ ........... avaUable prlaaa'7 ud 
51 

• 2 secolldarJ fHJ to serve die prupoltd facility oa a loa1-term a ad abort-term buil 

3 at a reasouble COlt. 

4 A. Yes, KUA bu requested &om FGT, via the opeo MUOn, additional transportation 

5 capacity to support tbe ap~nded Cane Island facility. In addition, KUA is a member 

6 of Florida Gas Utilities (FGU), which is an organization that manages transportation 

7 entitlements for each of its members. 

8 

9 The Cane Island facility will also be capable ofbuming No. 2 oil as backup fuel in the 

10 event that natural ps would be unavailable. This provides flexibility and &IIW'IDCel 

11 that Cue lllaad Ulit 3 would be a nliable IOW'CI ofpneration. Cane Island 3 will be 

12 able to bum No. 2 oil to provide generation to KUA customers with storage equivalent 

13 to 3 days offWlload operation planned. 

• 14 

15 Q. Bu KUA adequtely aplored aad evaluated the avaUability of purdaue pewer 

16 from qu.ufyiaa fadlitia aad aoa-utility aeaeraton! 

17 A. Yes. The RFP proceu identified and described in testimony by Mr. Ben Sharma, did 

18 not exclude qualifyiDa ficilities or noD-Utility generators from the RFP process. 

19 

20 Q. Are there additional stntepc couideratioas for the ilutallatioa of Caae blaad 

21 Uait 3. 

22 A. Yes. KUA IDUit plan to provide economical and reliable electric power for its 

23 customers in today' a regulatory climate u well as protect its customers from potential 

24 stranded costs in a deregulated market. Cane Island Unit 3 is the most efficient 

25 commercially available generating capacity and, as such. it will be very competitive in 
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a dereplated IDII'bt. Tlia protecta KUA • 1 customers &om potential stranded coau 

• 2 while providing them with low cost and reliable power. 

3 

4 Q. Does dab co•plete your pnftled ...._oay? 

5 A. Yes, it does. 

6 

7 

8 

9 

10 

1 ) 

12 

13 

• )4 

15 

16 

17 

)8 

19 

20 

21 

22 

23 

24 

25 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 59 

• 2 KISSIMMEE UTD..ITY AUllfORJTY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF JOHN C. L 'ENGLE 

s DOCKET NO. 980802-EM 

6 JULy 27, 1998 

7 

8 Q. Pleue Rate JHr ..._ ud addrea. 

9 A. My name is JobD C. "CIIude" L 'Enale and my bulioeu addreu is 7201 Lake EUenor 

10 Dr., Orlando Florida 32809. 

11 

12 Q. By..._ are you e.pleyecl ud ia wlaat capacity! 

13 A. I am employed by Plorida Municipal Power ApDcy (FMPA) as its General Manager. 

• 14 

15 Q. Pleue deKribe your rapouibllitia ia tlaat positioa. 

16 A. As Geoeral Maoapr, I bave ovenll responsibility for tbe IDIDigematt and operation 

17 of FMPA wbic:h c:urnady includes five power supply projecu including the All-

18 Requirements Project. I am directly responsible to FMP A' 1 Board of Directors 

19 

20 Q. Pleue ltate ,..,. pnfnrlraal uperieece aad educadoul backpouad. 

21 A. I have more than 40 yean experieoc:e in the utility industry. Prior to joining FMP A, I 

22 served seven yean u Utilities Director for the City of Lake Worth. Florid• I joined 

23 Lake Worth u Chief Enaineer in 1971 and served in various man•semcnt positions 

24 leading to my appointment u Utilities Director in 1984. 

25 

• 



60 
AI Lab Wortb'a rtpna•IIM to FMPA,I..wd &om 1913 to 1991 on FMPA's 

• 2 Board ofDirecton and Executive Conunittee. includina ont! '""" •• t hr Awrr.cy ·• Vice-

J ctwmWl and two term1 u Chairman from 1985 through 1987 

4 

s My blcqrouad includll 15 yeen of exptrienct with the enai....-ina conauJtina ftrm of 

6 Reynolds, Smith .t Hills, where I specialized in power plant de•i11n and worked in the 

7 ..-eaa of power syatem feuibility studies. plant site development, plant permitting, 

8 delip IDd CODIUUC:tioo. 

9 

10 lam a reaiJtered professional engineer in the State of Fl\>rida and I graduated with a 

II bac::helor'a degree in mechanical engineering from Auburn University 

12 

13 Q. Wut II die.,...,... tlyHr ....._ .. , 6a tills pnceedlaa! 

• 14 A. Tbe purpote of my testimony is to 

15 a). Provide bacltaround information about the FMP A system, 

16 b). DiJcuu the oeecl for additional poeratiDa resources, 

17 c). ldeatifY witael• who will provide testimony and exhibits supponing the Cane 

18 lllaod Power Parle Unit 3 Need for Power Applic•tion (P.lllhihlt I" K I JA I) 

I'J 

20 Q. P1a1e dllcribe tlae plll"ppH ud stnKt•re of FMP A. 

21 A The Florida Municipal Power AamcY ("FMP A" or "Apucy") wu created on February 

22 24, 1978, UDder the provisions oftbe florida Constitution, the Joint Power Act. and the 

21 Florida lnt•loc:aJ Coopcntion Ac::t of 1969 FMP A wu formed to allow its members 

24 to coopenae with each other, on the bail of mutual advamaae. to provide services and 

25 facilitiel in a manner aad in a form of governmental orpDzation relevant to geographic, 
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ecooomic, population, IDd other facton iDftueaciDa the needs aad development of local 6 1 

• 2 commuaitia. Specificllly. FMP A is involved in the joint financing, construction, 

3 acquiJition, ownerabip, management, and operation of electric generation resources 

4 Cwnady there 11'1 27 members offMP A and each city commiuion, utility commission, 

s or authority bas the riabt to appoint oae member to FMP A' 1 Board of Directors 

6 

7 Q. Pleue describe tile operatiou of FMP A. 

8 A. FMP A ita project..oriealed. joint-action aseocy where each power supply project is a 

9 staDd alooe project. The Det pneratiaa capabili~ of FMP A' • five separate power 

10 projects is487 MW u detailed in the NFP Application, Section IC.2.0 Description of 

11 Exiltina FKilitiea. FMPA bas five power supply projects in operation. 

12 a). St. Lucie Project 

13 b). Stanton Project 

• 14 c). Tri City Project 

15 d). Allllequircmeau Project (ARP) 

16 e). Stanton D Project 

17 Member participation in each project as well as a more detailed discussion of the 

18 geoeratius facilitia asiOCiased with each project is detailed in Section I C 2 0 of the 

19 NFP Applic:ltioa. 

20 

21 Q. Plale dacrilte tile flllldioa of AD-Req•U..aatl Project (ARP) 

22 A. The ARP provides iu I 0 members (with the City of Lake Worth anticipated to join in 

23 1999) with aD of their capacity aad energy requirements (above certain excluded 

24 resources). ARP members which have eotitlement shares in other FMP A projects make 

25 thole eutidement shares available to the ARP Similarly, the ARP purchaaes the 
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• 

2 

capacity IDd eDerJY from member's on-system raourca for use by the Project and, in 

tum, supplies the members with their full capacity and eoergy requiremenu. The ARP 

3 is a member of the Florida Muaicipal Power PooL an eoergy pool, which conducts 

4 dispatch opcratioDI on behalf of tbe AllP. FMP A is responsible for usessing and 

5 acquiring power aupply resources neceuary to meet the future capacity and energy 

6 nMda of ARP IDIIDbera. The need for up.aty and enerSY for the ARP is the basis of 

7 this Need for Power Application. 

8 

9 Q. Pleue describe die l'eiOtlreet c•rre~~dy avaUablt to •eet the ARP mtmben 

10 caplldty ud •a 11 nquiraDMtl. 

11 A Tbe ARP project curreatly bas 1127 MW (Summer Rating) of 8eoeratin& and purchase 

12 power ClpiCity available to meet member requirements. These resources are comprised 

13 of All-Requiremeau Project generating facilities, member on-System facilities, and 

14 

IS 

power purcbues. The 1998 capacity mix of ARP Project and ARP member facilities 

by fuel type is: 

16 6% Nuclear 

17 13% Natural Gu 

18 6%00 

19 1 :z-.4 Coal 

20 63% Pun:bue Power 

21 100 •.4 Total 

22 A complete lilting of FMP A resources is detailed in Section I C. 2. 0 of the NFP 

23 ApplicatiOil Mr. Richard Cuey ofFMPA will be sponsoring testimony and exhibits 

24 regarding FMP A eQJting facilities. 

25 

4 
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Q. b the capa~lty avaUable from edstina PMPA power supply raoan:a ••flideat 

• 2 to reliably •eet r.mre •-ber capadty and eDfi'IY requirellleats! 

3 A. No, it is DOL To enaare system reliability, FMP A plam to carry capacity reserves of not 

4 less than 18 percent of the system peak load in any given year. FMP A's analysis 

5 indicates that additional gcoerating resources muat be added lly the summer of 200 I if 

6 an adequate level of l)'ltem reliability and an 18 percent reserve margin are to be 

7 maintained. 

8 

9 Mr. Richard Cuey, S}'ltelll Planning Manager, will provide testimony detailing and 

I 0 supporting the FMP A load forecut and reliability iuues wociated with the need for 

11 power 

12 

13 Q. Please clelcribe _.e paentioll raoan:a that are beina proposed by FMPA to 

• 14 meet the future aeed for power. 

• 

IS A. FMP A is eeeking a determiaation of need by this Commission, as required under the 

16 Florida Electrical Power Plant Siting Act, in order to commence detailed engineering 

17 and construction activities on Cane Island Unit 3 at the existing Cane Island Power 

18 

19 

20 

21 

22 

23 

24 

25 

Park lite. Unit 3 will be a I xI natural gu fired combined cycle unit, consisting of an 

F clua combustion tl.lrbiDe, beat recovery steam generator and steam turbine with an 

approximate rating of2SO MW depending upon the specific combustion turbine selected 

and the final design of the Iteam turbine. Kjsaimmee Utility Authority (KUA) and 

FMP A will each be SO percent joint owners of the unit u they are in Units 1 and 2 at 

the Cane Island Power Plant. KUA will be the unit operator Mr Myron Rollins of 

Black & Veatch will sponsor the testimony and exhibits providing detailed information 

regarding the Cane Island Unit 3. Mr. Dick Van Meter ofBlack & Veatch will provide 

s 
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• 

2 

3 

4 

testimony reprdiDg forecast fuel prices for the unit. Mr. James Dowden of the Florida 

Gas Transmission Co. will sponsor testimony regarding the availability of natural gas 

pipeline capacity necesury for the unit. 

5 Q. Please briefly describe tlae evaluation proua by which FMPA determined that 

6 tlae propoMd Cue lllud Uait 3 is the bat ~aedlocl of meetin1 itl memben future 

7 neecb for reliable power. 

8 A. Over the put several months FMP A has conducted an exhaustive analysis of alternative 

9 methods of meeting the ARP members future capacity and energy requirements in a 

1 0 reliable least cost fubion. Our analysis has considered a multitude offactor~ including. 

I I a) Alternative aeneration technologies and sizes 

12 b). Alternative fuel sources and types options 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

c). Complianc:e with environmental requirements 

d). Purclwe power alternatives 

c). Conservation and Demand Side Management Alternatives 

d). Reliability Considerations 

e). Uncertainty aDd sensitivity analysis 

f) Fuel divenity need• 

Our analysis included rigorous and detailed financial analysis of power supply 

alternatives that was conducted over a 20-year time horizon to insure that economic 

evaluations represent what is in the best long-term interest of our members. The 

evaluation criteria for selection of the preferred power supply alternative is the 

minimintion of cumulative present worth revenue requirements and the maintenance 

of a defined level of system reliability. Based on these criteria, the Cane Island Unit ~ 

with a commerci&l operation date of June I , 200 I. is the most economic means of 

6 
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meetiDa tbe ARP requirements. As pan of this process, FMP A conducted an extensive 65 

• 2 request for proposals (RFP) for purchase power and evaluation of the proposals 

3 received. The resulu of this evaluation indicated that Cane Island Unit 3 was the least 

4 cost looa raoae alternative that could meet the ARP reliability requirements. 

5 

6 It is my opinion that, based on the analysis undertaken, it is in the best interest of the 

7 FMPA All-Requirement Project members to move forward with the Cane Island Unit 

8 3 project. Tbe project will provide reliable low cost power to the ARP members as well 

9 u Peninsular Florida. 

10 

11 Mr. Myron Rollina, Mr. Dan Runyan and Mr. Scott Carpenter of Black & Veatch will 

12 provide testimony related to the generation alternatives, economic analysis and 

13 sensitivity analysis included in the power supply evaluation process. Mr. Richard Casey 

• 14 will provide testimony regarcliJis the RFP proceu and evaluation. 

15 

16 Q. Will then 1M advene couequeaca to the ARP memben if Cane bland Unit 3 il 

17 aot illltaled to ..eet tiN ARP'1 Hid for capadty ln the summer of 1001! 

18 A. Ya. Without Cane lllaDd Unit 3, the ARP's reserve margin is proJected to drop to 7 

19 percent which would not be adequate to maintain reliable service to the ARP members. 

20 ln addition, the low cost energy produced by Cane Island Unit 3 would have to be 

21 replaced with higher cost pur<:bue power and generation resulting in higher costs to the 

22 ARP members. 

23 

24 Q. Does tbil complete your pnftled tatlllloay! 

25 A. Yes it does. 
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BEFORE 1liE FLORIDA PUBLIC SERVICE COMMISSION 

KISSIMMEE UTn.ITY AUllfORITY 

FLORIDA MUNICIPAL POWER AGENCY 

TESTIMONY OF ROBERT C. WO..LIAMS 

DOCKET NO. 980802-EM 

6 JULY27,1998 

7 

8 Q. Pleue state yot1r liMit ud bul•• addreu. 

9 A My name is Robert C. Williams. My business mailing address is 7201 Lake Ellenor 

I 0 Drive, OrlaDdo, Florida 32809. 

I I 

12 Q. Wbo it your employer aDd what position do you bold! 

13 A. I am employed by Florida Municipal Power Agency (FMP A) as Director of 

• 14 

15 

16 Q. Please delcribe yoar rapoasibilitia in that position. 

17 A. As the Director of E.ugi.oeerina for FMP A I am respoDSible for conducting and 

1 8 supervilioa l)'ltem plannina Midi u well u reponina to tbe Board. Under my direct 

I o tupervision the nec::esaary system plannjng functioru are performed including load 

20 forecuts, system reliability criteria, transmisSion planning, power purchase negouauons. 

21 and budpting for l}'ltem operation. 

22 

23 Q. Please •••••fiR your backp'Ouad and uperieau. 

24 A. I received a Bachelors of Science degree in electrical engineenng from Louasiana State 

25 University and am a liamecl profeaiooal engineer in Florida and LouiJiana. I have 

• 
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over 29 yean of experience in the planning, desip, and operation of electric utility 

• 2 systems. 

3 

4 I have been employed by FMP A liDc:e 198S u Director of Engineering. Since joining 

S FMP A. I have been active in utility groups that are responsible for coordination and 

6 reliability among Florida's utilitica. These organizations included the Florida Electric 

7 Power CoordiDatiDg Group(FCG) and the EDerJy Broker Network operated by FCG. 

8 In addition, I have pllticipated iD formina tbe Florida ~ty Coordinatina Council 

9 (FRCC). one ofthe 10 North American Electric Reliability Councils I have previously 

I 0 presented leltimony before the Florida Public Service Commiuion (FPSC). 

II 

12 Prior to jcJililwFMPAiD 1985,1 wu employed for 14 years by Barbay Engineers,1nc. 

• 14 

IS 

of Baton Rouge. Louiaiana. in various engineering positions with increuing 

responsibility. I have also spent two years with Bovay Ensineers in Baton Rouge as 

• 

16 

I 7 Q. Wbat is tbe purpott of your testimony! 

18 A. The purpo1e of my testimony iJ to address fMP A • s need for power as it relates to Cane 

19 Island Unit 3. In my di~c:uuion of FMPA's need for Cane Island Unit 3, 1 will 

20 IUIDIDirize, oa a state-wide buia, tbe reliability need for Cane Island Unit 3 and the 

21 

22 

23 

24 

25 

advene con.equences if Cane bland Unit J is not inatalled for commercial operation by 

June I, 200 I . 1 will also IUI1UIW'ize the request for proposal process t bat was 

conducted to evaluate the altemativea to the CODitrUction of Cane Island Unit 3 and 

diacuu tbe evaluatioa proceu wbicb determioed Cane llland Unit 3 wu the lowest colt 

reliable alternative. 

2 
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Q . An .... 1111 _,..., CHilli .... II ,_ ... 1l1r Plerld1 ud II PMPA II die 68 

• 2 proposed co•biaed cycle aait iiiMt eo~apleted ia tH tbae lruae reqaested by 

3 FMPAT 

4 A. Yes, KUA, FMPA, IDd Peninmlar Florida will fall be!ow their specified minimum 

s reMM ....... iD die year 2001 if the Petitioners request is not aranted. This tOUld 

6 lead to poteatial out1p1 and system failures acrou the grid, causing major problems 

7 for power 1Upplien in Peninsular Florida The customers will suffer adverse 

8 CODieqUIDCII with the poaibi1ity ofialdequate power supply and potentially very hi&h 

9 cost electtic:ity. Watb tbe low raerw IDII)ina projected for the state in 2001 , the 

10 potcntial for insufticieat power supplies may exist. If FMP A assumed it could obtain 

II additional partial requirements capacity for 200 I and build the combined cycle in 

12 Juawy 2002, tbe mjnjmal impact to ouma!1tive present wonh would be S 1.8 minion 

13 dollln. 

• 14 

15 Q. Hu FMPA adequately nplored .. d nalualecl the aullability of purcbaaed 

16 power fro• oilier electric atilitia! 

17 A. Yea, FMP A ilaled OD May 28, 1997, a Request for Proposals (RFP), for the IUpply of 

18 C1p1City Uld energy. The RFP wu iuued concurrent with 1limillr RFP by IGuirnmee 

IQ Utility Authority(KUA) The RFP resulted in 33 proposals After extensive evaluation 

20 of the propouls, none of the proposals were deemed lble to reliably meet FMP A's 

21 power requiremeau for leu thin the costs from Caoe Island Unit 3. Fwtbcrmore, 

22 FMP A is negotiltiDg with all the bidders thlt were deemed lble to reliably supply 

21 FMP A's capacity needs for capacitv required in addition to Cane Island Unit 3 

24 

25 
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6 9 
Q . Bas PMPA adequtet, aplored aad ft'aluated tht nailahlllty of purtha•e power 

• 2 fro• quallfyln1 fuWt ... and aoa-udUI)' paeraton! 

j A. Yes. The RFP proc:eu did DOt exclude qualifyiaa ticllitiea or non-utility generators. 

4 

5 Q. w• die pnpoMd co•binecl cycle uait coatribute to tb~ provilioa of adequate 

6 eledridtJ to FMPA ud Penin1ular Florida at a reuouble cost! 

7 A. Yes. The F dus combiDed cycle tecbnolo&Y it biahJy reliable and ia the most efficient 

8 

9 

10 Q. Bu FMPA de.oa1tratecl mat its propoeed co.biaed cyde uait is the •ott cost-

II dl'edive alterative av••ble! 

12 A. Yes, PMPA bu coachacted a thorough analysis coDJisting of three major areas. The 

13 first wu clemand-lide management in which no alternative• were adcnufled that were 

• 14 cost effeaive The aecond wu an extensive test of the competitive purchue power 

15 market throup tbe RFP ~· Tbe tlird wu a detailed evaluation of generating unit 

16 altemativet UJiaa tbe EGEAS optimal generation expansion program. In all three cases, 

17 Caoe lslaDd Unit 3 was the least colt alternative. 

18 

19 Q. Doa dais co.plete Jotlf preflled tlltilao•y! 

20 A. Yes, it does. 

21 

22 

23 

24 

25 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

KISSIMMEE UTD..ITY AUlHORITY 

FLORIDA MUNICIPAL POWER AGENCY 

TESTIMONY OF RICHARD L. CASEY 

DOCKET NO. 980802-EM 

July 27, 1998 

Q. Pleue ltale yo•r aa•e aad buiaea addreu. 

70 

A. My Dillie ia Ricbard L. Cuey. My bulineu mailing address is 7201 Lake EUeoor 

Drive, Orlando, Florida 32809. 

Q. WIM il your aaployer aad wllat positioa do you llold! 

A. lam employed by Florida Muaicipal Power Ageocy (FMPA) as System Planning 

Manager. 

Q. Pleale delcribe your rapouibilitia ia tllat positioa. 

A ~ the System Planning Manager for FMP A, I am responsible for conducting and 

supervising system pl•nni"8 needs. As System Planning Manager, I have 

responsibility for managing the Agency's planning functions for its expanding 1,000 

MW AII-RequiremeDta project iadudiaa production of annual load forecast, annual 

reportiag to regulatory bodies, transmission plannina, demand-side planning, and 

goneration plannina I manaae the development, isRJance, and evaluation of requests 

for propoaala invotvi.Da both short-term IDd lo"8-tenn purcbues and Henerauon 

CODIUUction options. I am also responsible for negotiation of contracts with 

succ:essful bidders. I am directly responsible for development, modeling, and 



• 

• 

• 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A 

production of aaaua1 O&:M budgets for four of the five FMP A Projects totaling $100 

million. 

Please ... .....- your bacqroa•d ud aperince. 

I received a Bachelon of Science dearcc in electrical engineering from Lamar 

Univenity, iD Belumoat. Texu. I un a member of lnatitute for Electronic &. 

Electrical Engineen (IEEE). 

I have been employed by FMP A since 1993 IS System Planning Manager with 

rapouibility for manaaina FMP A • a plannina functions for its expanding 1,000 MW 

Ali-Requiremeatl project iDcludiDg production of annual load forecut, IJliiUal 

reporting to reaulatory bodies, triiWniuion planning, demand-aide planning, and 

pantioD pl•nnina. I have manapd tbe developmeot, iuuance, and evaluation of 

requesu for proposall involving both abort-term and long-term purchases and 

generation construction options followed by negotiation of contracts with successful 

bidden. I am directly responsible for development, modeling, and production of 

IDDLIII O&:M budgets for four of the five FMP A Projects totaling $100 million. I 

have served two coosecutive years IS Vice-Chair and then Chairman on Florida 

FJectric Utility Coordinating Group 'a, System Planning Committee 

My put experiences include serving u a Tnnaniuion Services CoDJUltant for T exu 

Utilities Electric Co. which required the analysis. development. negotiation. and 

administration of various contractual arJ'ID8eDleDts including transmission wheeling 

service and ima'coDDeCtion agreements, joint transmission line ownership agreements, 

and miaowave interconnection agreements. 

2 
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• Q . Wllat II die....,... olyMr a.at.oay! 

2 A. The purpose of my testimony is to addreu FMP A' 1 need for power u it relata to 

3 Cane Island 3. In my diJc:uuion ofFMPA's need for Cane Island 3, I will describe 

4 FMP A's existiog poeration system including purchased power and transmissic" 

s ..,..,.......... I will a&IIIIDII'ize tbe reliability criteria used by FMP A. IUIIUDiriz.e the 

6 load forecuta cleYeloped UDder my direct supervision, and demonstrate the Deed for 

7 power bued upon the reaerve criteria and load forecasts. I will describe the proposed 

8 coatributioa ofCaoe IJiaDd 3 to reliability IDd integrity ofFMPA's and Peninsular 

9 Florida'• aystem, IDd show the fuel diversity auociated with the proposed unit 

10 addition. I will show that FMP A bas provided usurances regarding primary and 

II secoadary fuel availlbility at a reasonable cost. Finally, I will demonstrate FMP A 

12 ldequately aploreclud evaluated the availability of purchued power options using 

13 the request for propoaals process. 

• 14 

15 Q. Have JM ............. aay alaibitl u part of yoar direct teldaaoay! 

16 A. Yea. I have prepared 4 Exbibita, Exhibit Cltu.£-1 through Exhibit 6Lc-4. 
17 which are attached and included u pan of my testimony. 

18 

19 Q. W.-e dlere Sablectiou or tile Caae blud 3 Need for Power Applicatioa 

20 prepared by JM w uder your direct aupervilioa! 

2 1 A Yea Subaectiont JC .2.0, IC S 0. IC 6 0, IC 7 0, I C. 12 0, and Appendix IC 16 I 

22 contained in Exhibit ~KUA-1 were prepared under my direct supervision. 

23 

24 Q. Are you adoptiaa these Subleetioaa u part of your tathaoay! 

25 A . Yea, I am. 

• 3 
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Are tlaere UJ c.rnetiou to tllele Sablectiou! 

Yes, correcDoaa have been idemifted IDd iDcluded u Exhibit 'fl'RLC-1 . The 

corrections identified are minor and have no sipificant impact on the Need for Power 

Application. 

Pleale n....al"'::e FMPA'• niltina paeratioa l)'ltem 6adudina purdlued 

pow• aad tra ... IN6oa arranae-eata. 

FMP A is a project-oriented, joint action aaency where each project stands on iu own. 

FMP A cumady bu five power 1Upply projects in operation: (i) the St. Lucie Project, 

(ii) tbe Stanton Project, (aii) tbe Tri-City Project, (iv) the Stanton 11 Project, and (v) 

tbe All-Requiremeou Project. The need for Cane Island 3 is based upon the All-

~Project panicipantlload arowth and need for power. 

ihe All·kequlrementa t•roject wu formed on M1y I . I 'Jib, uutiaJiy with five 

membalaod otber members bave joined over time. The AU-Requirements Project 

panicipaDtl now COIIIilt of tbe City of BulhDell, City of Clewiston, Fon Pierce 

Utilities Authority, City of GreeD Cove Springs, City of Jacbonville Beach, City of 

Key Wat, City of Leaburg. Ocala Electric Utility, City of Starke, City of Vero 

Beach. with Lake Wonh Utilities plumed to joia in 1999. Under tbe All­

Requiremeata Project, the Apncy curreotly serve~ all the power requirements (above 

c«ttinCDCduded reeource11) for the 10 momben Tlble IC .2-4 of Exhibit ~ KlJA-1 

displays tbe exilting AU-Requirements seoeratins capacity with a total net summer 

capability of 377 MW. In addition to tbe aisting All Requirements Project 

geoenting &cilitiea, tbe AU-Requirements Project Purchues finn power from All-

4 
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Requirements members with existing on-system generation. This capacity is shown 

in Table 1C.2-S of Exhibit Y KUA-1 and totals 410 MW bucd on net summer 

FMP A also purdwes firm power from the foUowing utilities. 

• LakeWonb 

• OaiDelville RePmJ Utilities (GRU) 

• Orlando Utilities Conunission (OUC) 

• Tampa FJectric Company (TECO) 

74 

Tbl firm ClpiCity purcbued vari• tbrouah time IDd is shown in Table 1C.2-6 of 

Exbibit ~ KUA·I . FMP A lllo purcbuel Partial Requiremenu power from florida 

Power Corporation (FPC) and Florida Power & light (FPL). The firm capacity 

purdwed abo varies through time and is also shown in Table 1C.2-6 of Exhibit y 

KUA-1. 

FMPA iJ a1Jo netotiatintc to purchue additional powor from OUC. Lee County, The 

City ofl..ablanci,IDd TECO. The projected firm purcbue capacity levels are also 

abowD iD Table IC.2-6 ofExbibit....,.. KUA·l . Tbe projected pun:haa &om OUC, 

Lee County, aDd The City of Lakeland were the result ofbids obtained in FMPA's 

request for propoaalJ (RFP) process. Tbe projected TECO purcbue is being 

neaotiated outlide of tbe bidl received from the RFP proceu. Exhibit !l_RLC-2 

clilplaya the All-Requiremeatl Project capacity perc:eotqe by fuel type. 

The capacity and eaergy for the All-Requirement• Project is transmmed to the 

~primarily utiliziDa tbetnosmiuion systems ofFlorida Power & Light (FPL), 
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A. 

Florida Poww Corporatioo (FPC), and OrlaDdo Utilities Commiuioa (OUC). PMP A 

divides the All-Requiremenu Project members into two categories: members located 

in the FPL service area (east cities) and members located in the FPC service area 

(west cities). Network triDIIDiuion ICIVic:e for the eut cities iJ provided under an 

...,. ..-meat with FPL. FMP A bepD purcbuiDa network trlnlmillion ler\'ice 

from FPL effective April 1, 1996 Network tranamiaaion for the west cities is 

provided under an agreemem with FPC. The capacity from Cane Island 3 will be 

delivtnd to welt dtiea throuab FPC. 

II tbe reliability criterion uaed by FMPA to detenniae tbeir need for Cane 

lllucl 3 a.pacitJ ia 1001 reuoubly adequate for pla••ial p•rpoaa! 

Y11, PMPA llu •ablllhld proper~ orittrion to maintain 1 r.u.ble IYIIIm for 

the All-llequirementl Project and for PeniaPJiar Florida. FMP A has adopted a 

reserve nwsin criterion which ia effective and appropriate for providing a reliable 

system. For pluming purposes, FMP A UJeS a target reserve margin of 18 percent 

with a 1 S percent DWJin u tbe minimum. Tbe reserve margin buically states that a 

utility wiD maintain capacity for its system such that an excess of capacity is available 

1llove 1nd tte)onnd tiNt antldrated IIIY•tem peale demand The rel'erve mar11in rrovide~t 

UIW'IDCel that there lbould be sufficient power to supply CUJtomers in the event that 

certain J'IIOURlellre DOt available, load growth exceeds forecaQI, or extreme weather 

conditions occur. 

The I~ to II percent re»ervc cntcnon 11 cona111cmt wuh mdu•try practice hu the 

maay nlilbility couacila aod power pools throughout the United States. The 1 5 to 

18 perce11t criterion is slightly more cooservative than K.Wimmee Utility Authority' 1 

6 

15 



76 
relei'Ye criteria, but it reflects FMP A's belief in provtding a very reliable system . • 2 

3 Even ifFMP A were to adopt the lower 1 S percent reserve margin criterion set by the 

4 Florida Public Service Commiuion in 25-6.035 (1), Florida Administrative Code, 

5 FMP A would atill require approximately 82 MW in 2001 to meet the 15 percent 

6 criterion. 

7 

8 While 101111 reliability councila and utilities are utilizing statistical criteria such u loaa 

9 of1oad probability (LOLP) or expected wuerved energy (EUE) u additional planning 

10 criteria, it iJ FMP A's position that these criteria are not appropriate for 1 tranamisaion 

II dependent system such as All-Requirements Project. The LOLP is the expected 

12 llllllbtr' of daya per year when tbe utility i1 projected to have inaufficient capacity on-

13 tiDe incJudiDa tie-line usiltiDCe to meet its peak daily load. With systems that are 

• 14 very heavily intercoDDICted, like the All-Requirements Project, the development of 

IS accurate tie-line aaai•ance values is very djfficult and overwhelms the reliability 

16 comributioa oftbe ay~tem's generating capacity. For these reasons FMPA does not 

17 UM LOLP u I nliability c:riterioo 

18 

19 Q. Was tbe FMPA AU-Requlremenu Project load forecut prepared by you or 

20 uader your dired supervilioa! 

21 A. Yea,itwu. 

22 

23 Q. Plute summartu the load forHaat that ••• ua.d &n d•t•rmlnlnl lht need for 

24 tbt Cue ldaad Ualt 3. 

25 A . FMP A prepared a 20-year load forecast to auess the need for and relative economics 

• 7 
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• of the Cane Islaad Unit 3. Over the lona-tcrm. srowth in summer peak load, winter 

2 peak load and net energy requirements is projected to be 1.9 percent, 2.4 percent and 

3 2.1 percent rapectively. 

4 

5 In the year 200 I, wbeD Caae Island Unit 3 becomes operational, the FMP A AU-

6 Requirements Project summer peak demand and annual net energy for load are 

7 expected to be 1,034 MW and 5,194 GWH. The base cue forecast that was utilized 

8 in the planni• proceu iJ shown in Exhibit ~ RLC-3. A detailed compilation of 

9 FMP A'alold forecut ia proYided iD the Subtection I C. S. 0 and Appendix I C. 16. I of 

10 Exhibit ~ KUA-1. 

11 

12 Q. Pleale dllcau die foncutiaa proeeu •dlbed by FMPA. 

13 A. FMP A is respoDiible for preparing load and energy projections for each of the AU-

• 14 Requirements Project members. The forecast process includes existing All-

15 Requirements Project member cities and identified future cities that will become 

16 Project members. Forec:uu are prepared on an individual member basis and then 

17 agrepted iDto projections ofFMP A energy and demand requirements. 

18 

19 In pnparina forecuu FMP A analyzes and projects the major driving factors that are 

20 related to the cJemand for electricity by ita members. These factors include 

21 demographic facton (population and customer growth), weather impacu on loads, 

22 economic conditiona, coDJerVation proaranu and larae incremental changes which 

23 may impact the forecast. FMP A projects energy required for load using recognized 

24 mocWina tedtDiquea and tbeo eatirnatea winter and summer peak demands using load 

25 factor analysis. 

• 8 
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Q. 

A 

Delcribe tile forecut modelia& tedlaiqHI used by FMPA. 

To estimate All-Requirements Project member energy requirements, several relatively 

ltiDdardized tecbaiques are utilized including: 

• 
• 
• 

• 
• 

Econometric modeliDg of member customer class requirements 

Agregate econometric modeling of system requirements 

Staliltical Time Series Analylia Techniques (Box Jenkint, ARIMA. 

....-on) 

IDaemeotaJ load analysis 

Informed Judgement 

In IDIIyDaa tbe relationabip between energy requirements and driving variables, 

FMP A utilizes a commercially available software package to perform statistical 

Ulllylia aDd prepue standardized testa of atatiJticallignificance to evaluate alternative 

forecut modeb. Once a model iJ aeJected, eaef1Y forecuu are prepared uaina the 

selected model Uld forec:ut usumptiona for driving variables used by the model, 

(customen, weather, economics, etc.). Forecasted energy is t.hen analyzed for 

reuonableneaa, compared to historical patterns IDd modified as appropriate using 

iDformed judpment IDd appropriate ioaementalload additiona or reductions. 

Please describe tbe stadldc:al validation tab tlaat an uHCI to ensure that tbe 

forecutilla•odell used by FMPA are reliable. 

~ pll1 of tbe forecutina proceu, FMP A evaluates standardized statistical 

meaauententa to useu: 

• 
• 
• 

the overall aipificam:e of the forecut model, 

the ltatilticalligoi.ficaoce of individual driving variables, 

the relative explanatory perforJDa~~U of the model, 

9 
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the validation of model structure for complexity and dynamics . 

the utilization of these types of tests to permit the development of forecut 

models. wbicb are ltatiltically valid and appropriate for use in uae in 

forecutina. 
It is imponam to note that no matter how sophiaticated and reliable a model appears 

to be buod upon hiltorical relationships and statistical validation, a model is a 

~of reality and can DOt capture every maance of cau1e and effect relatiou. 

In other words, dift'seoces between load forec:uu and actual realized loads will 

always occur. In addition, we live in a dynamic world where change is a constant. 

The occ:uneace offorecuting error is unavoidable in any statistical model and sbould 

be ldclrtllld tbrouP till Ull of MDiitMty or uncertNnty analyaia. 

An die forecudal proc•HI liNd by FMPA ........ to .. OH aHd by electricity 

provider~ o1-.1ar lile a•d situtiou u FMPA! 

Y • tbey ue. Tbn ila tndeoft'betweeo forecut mechodology complexity and cost 

coosideratiou. Simplistic methodologies such u linear trend forecasting are very 

expedient and c::heap. However thia type of forecast methodology does not provide 

iDiiabt illlo tbe C1U11tive e8'ectl uiOCiated with the demand for electricity. In 

adclitioa, tnDd modeiJ provide DO logical c::apabilities for evaluatin8 the potential 

dynunic::s of lfOWlh in elec::trical requirement• 

Statistical moclelina tedmiql~es, IUCb u uted by FMPA and other small to mid-sized 

utility I)'IUIIDI, are more costly to implcmeat but allow the analyst greater insight into 

the tieton that really drive the demand for elec:trlcl t y Th" IYJ"' of furt~eutanw 

proc::eues UJed by FMPA llrikel an appropriate balenu·between cost and tbe level 

10 



ao 
ofqtilticatioo required to reliably plaD for future power supply requirements. The • 2 tools utilized by FMP A allow great flexibility in aueuing the impact of numerous 

3 driviDa &cton on electric:ity arowth IDd provide the ability to Ulell alternative 

4 growth ICelllrios. 

5 

6 Q. Boa die load forecut proaa •lililed bJ FMPA co..Wer die •aJor facton Uaat 

7 ............. , ....... power by die,., 2001! 

8 A. Yes it does. FMP A forecuts have considered the major demographic and economic 

9 facton, which influence the demand for electricity We have specifically considered 

10 popu1alioD aad c:uJtOmer growth, the impact of weather, the price of electricity and 

II ..... tcoMIIIic ooadldoal in our f'oNcul proceu. 

12 

13 Q. Wlaat are die .. jor aa••ptiou tlaat are uecl ill preparia& die FMP A forecast! 

• 14 A. FMP A forecuta contiaued economic growth for the Jervice territory, bued largely 

15 oo tbe projected growth in the U.S. Grou Domaaic Product (GOP) of approximately 

16 2 to 3 percent per year. Inflation is projected to remain at low levels and the price 

17 of electricity iJ expected to remain constant throusbout the forecast period. 

18 Forwcuu are bued upoa DOI1DII weatber cooditiooa. lndividua1 Ali-Requinmenta 

19 Project member CUJtomer projections are contained in Appendix 1 C. 16. I, of Exhibit 

20 t/ KUA-1 

21 

22 Q. Are die foreast au••ptiNIIIIed by FMPA reuouble! 

23 A Yes they are. Tbe ecoaomic projectiona for inftation and GOP growth correspond 

24 with other 1eneraJiy reco1nitAd matro·economic ptolKtion• fm thC! e<:cmnmy Th" 

25 projectiona for member CUitomen are reasonable in light of historical growth that bas 

• 11 
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• occuned . 

2 

3 Q. Please delcribe Hw FMPA addn1111 forecatt •aeertablty ia evaluati•l tile 

.. .... ,., c... .... v ... J • 

5 A. A. mentioned earlier. forecuting error cannot be •voided 1nd need• to be ~.:llidcrcd 

6 in developiaa power resource plans. Tbe primary method for dealing with load 

7 for'ICUt UDCertlinty il to prepare alternative forecuu by wumina dift'went scenario• 

8 of 1¥11111 diM will illlpiCt tbe forecast . FMP A hu cboaen to capture the potential 

9 levels offorec:ut UDCertainty by establisbins bandwidths around the base cue energy 

10 IDd pelk demm:t forec:uu. An uncenainty factor of + I - S percent wu selected u 

11 IUik:ient to ClptUI'I tbe libly level of UDCiftainty expected durina the forecut 

12 borizoG. TIU procedure correspoods with ltatisticaJ theory that indicates that, in 

13 lbaolute terma, the level of forecaat uncertainty will increase u the length of the 

• 14 forecut iocreuea. For example, in 1999 the uoc:enainty range for the FMP A summer 

15 peak load il98 MW. 11il uncenainty range ioaeues to 119 MW by 20 I 0. In terms 

16 of the need for capacity, FMP A's re~e~Ve margin will faU to below I 5 percent in 2001 

17 even under the low load arowth acenario. 

18 

19 Q. Doll PMPA Uvea r !!c'.tJ lleed fer die pnpOMCI Cue .... nd l•ait ia 2001! 

20 A Yes, FMP A requires the caplcity from Cane Island 3 in 200 I to mamtain system 

21 reliability. AI. demonstnted in Tlble IC.7-I of Exhibit ~ KUA-1 , a deficit of 

22 approximately 110 MW occun in the year 2001 ag•m.ins the 18 percent reserve 

23 IDifJiin aDd bue cue load forec:ut. The need il fUrther demoDitrated in sensitivities 

24 to the bue cue load forecut and 1 ~enaitlvity t_o the reaervc mar"in 

25 t 

• 12 
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Tbe Med tbr power Wider the biab load forecut, displayed iD Table 1C.ll·3 of 

• 2 Exhibit ~ KUA·1, actually occurs in 2000, with approximatel;· 25 MW necessary 

3 to maintain tbe 18 perceat reserve margin. Sioce oo planning alternative evaluated 

4 would be availlble Wen 2001. a purcbue tom an exinina partial requirements 

5 contrlet would be required. 

6 

7 The aeed for power is even clemoutrated under the low load growth scenario in 

8 2001. Tbia ~the critical neceuity of ClpiCity required fi'om the propoled 

9 Cane lllaDd 3 uait. Table IC.ll-1 ofEmbit V"KUA-1 displays the need for power 

10 in 200 I asa•ming tbe low load and energy growth scenario. 

11 

12 PMP A lllo performed 1 -..itMty analylil to lddreu if the reMI\'e fDIIlPn criterion 

13 wu routioely let at I 5 per'*lt, would this delay the construction of the proposed 

• 14 Cane l&land 3 uait. AI Table 1C.11-10 ofExhibit .,... KUA-1 indicates, even under 

15 a lower reacrve margin criterion. tbe need for the proposed Cane Island 3 unit is 

16 demoaltrated. 

17 

18 Q. IJ tlae uiaa of'PMPA'a •eed for ita proposed coaabillecl cycle uait appm~riate! 

19 A Yes, tu.l upoa tbe bue cue forecast of peak demanda, the muneroua sensitivities 

20 conducted, and the scbedule required for construction of the unit, the timing is 

21 appropriate. 

22 

23 I haw previoully IWed in my teltimony the essential need for tbe proposed combined 

24 cycle UDit in 2001 to maintain reserve margins at an adequate level. 

~~ 
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• Bued upon the lead times to obtain certification under the Florida Electric Power 

2 Plants Siting Act IDd to ord.:r a combustion twbiDe for the combined cycle, and the 

3 IChedule to COGitniCt tbe fiality, DOW il the mott appropriate time to punue the need 

4 for CIDe Wad 3. Delays in the orderina oftbe combuJtion turbine or licensing could 

5 have potentially larae effecu •• to whether the facility will be ready m time to meet 

6 peak demands for the DJmmer of2001. AI the acbedulea shown Figure IA.2-2 of 

7 Exbibit t' KUA·l dilplay, the timing for the need application ia critical to the facility 

8 being available in JuDe of 2001 . 

9 

10 Q. w• dae pnpoeed CHabiaed cycle uait eoatrib•te to the electrical system 

II nll•••ly ... lllllpttJ ef PMPA aad r.1u11ar Ploridaf 

12 A. Yes, FMP A IIIUit KqUire additional capacity in 200 1 or it will not be able to maintain 

13 system reserve margins. Without the addition of Cane Island 3 in 200 I, FMP A would 

• 14 be required to purclwe power ftom a market where there may not be power 

15 available. 

16 

17 The proposed combined cycle for Cane laland 3 will alao contribute to the electrical 

18 system reliability ud integrity for Peninadar Florida. With reserve margins projected 

19 by the Florida Reliability Coordinatioa Counc:ilJ 1997 Teo-Year Plan for Peninsular 

20 Florida at 15 percent in the summer of 2001 after exercising all of the load 

21 management and interru~le load, the need for Cane Island 3 is very well 

.!~ domon111 at~ lho oonltruc.lllon uf' ( · auo bland .t will 104ad tu • 111u1 c: 1 ohablc: 

23 Pein•al•r Florida l)'ltCIIIl due to Cue laland'a intercoaoectioDJ to the grid. 

24 

25 The proposed combiDed cycle for Cane Island 3 is a very reliable, proven source of 
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• geaeration that will contribute to system reliability and integrity, while reducing 

2 production costa for generation. 

3 

4 Q. w• ... pnp111d CMiblaed cycle 11alt eoatrlbtlte to .. e f11el dlvenlty for FMP A 

s aad ......... ,Florida! 

6 A. Yea. FMP A aurently bas 13 percent of its gaaeration roming from natural gas units, 

7 with power purdwes induded in the mix. Tbe addition of Cane Island 3 would 

8 iDcreue tbe aatunl ps paeration to 21 percent after the addition. Naturaigu 

9 would repramt tbe '1:" larJest perc:eotap ofFMPA's generation with purchased 

10 power at SS percent of capacity. With natural gu prices to remain low and ample 

II supplies projected, it is apparent that natural gu is the optimal fuel choice. Exhibit 

12 jfl RLC-2 displays FMPA All-Requiremaa capacity before tbe addition of Cane 

13 IslaDd 3 in 1991 (FJ&Ure I) and after the addition in 2001 (Figure 2). 

• 14 

I ' 1'ho Cancsllland facility will alao be capable ofburninH No. 2 otl as backup fuel m the 

16 ~ tbat aatunlps would be UDavailable. This provides flexibility and usurances 

17 that Caoe lalaDd 3 would be a rdiable IOUI'CC of geaentioo. 

18 

19 Q. Bat FMPA provkled adequate atauraace• reaardln1 avaUabl~ prlm•ry •nd 

20 aecoaduy lllel to NrVe tile proposed lac:ilitJ oa aloaa-term aad abort-term buil 

21 ........... COlt, 
22 A Yea, FMPA bas requested via the open season of FGT up to 25,000 MBtu/day in 

23 additiontoFMPA'scurrent approximate46,000MBtu/dayFTS-I andFTS-2surnmer 

24 transportation entidemeou to suppon the Cane l ·;land facility. ln addition, FMP A 

25 is a member of Florida Gu Utilities (FGU), which is an organization that manages 

• IS 



• 

• 

• 

2 

3 

4 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

triDipOrtatioo emitlemcnts for each of its memben. FMP A can scbedule ldditional 

tnuportation c.pacity &om FGU based upon the total allocation of transponation 

through FGU members. 

In the event tbat natural gas would be unavailable, Cane Island 3 will be able to burn 

No. 2 oil to provide generation to FMP A AU-Requirements members with storage 

equivalent to 3 days of fuU load operation plumed. 

a.. FMPA ...... ..., aplond a•d evaluted tile avaUabiUty or p•rdue 

Yes, FMP A iuued on May 28, 1997, a Request for Proposals (RFP), provided as 

Exlibit ~RLC-4. for tbe aapply of capacity aad energy. The RFP was issued 

CODaUTeDt with a similar RFP by l(juiml!ft Utility Authority (KUA). The 

comparison of power supply bids took into conaideration many applicable pricing 

parameters iaduding fixed and variable O&M charges, fuels commodity and 

triDipOnltiOD COitl, appliclble ttaNmiuion rates, triDIIDiuion upgrade costs, and 

system loues. Certain non-price parameters were also considered in the evaluation 

includina contract term, ftrmne11 of 1upply, commercial viability, and regulatory 

framework. 

The RFP requested propoHIJ for the foUowing ttne 120 MW blocks of capacity: 

CollliJWlFS! Seryice Coptract Period 

120MW December 16, 2000 Approxi""tely S yean (sbon term) 

120MW Appromutely 7 years (mid term) 

120MW June 1, 2001 Approximately 20 years (long term) 

16 

85 



• 

• 

• 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

86 

FMP A received 33 proposals from 17 bidden in rapoue to the RFP. The capacity 

of all proposals in tbe initial screening phue totaled approximately 3,500 MW. The 

RFP specified that FMP A would consider bids in the three contract periods of 

approximlttly 5 y.n, 7 yean. and 1 mininaun of 20 year a. The bids received were 

grouped into tbe three previously mentioned categories and analyzed against the self­

build option. 

Tbe evaluation COIIIilted of 1 three atapiCIMna analysis of the propolals Stqe 

I evaluation focwed on tbe completeness of each proposal pacltqe and satisfaction 

of specified minimum requirements but did not address the price and non-price 

IUbltantive criteria ia.cb bid. 

Tbe Staae II evaluation centered primarily on the relative pricing of each proposal as 

compared to each of tbe other similar proposals. A busbar analysis was conducted 

to determiDe tbe a•nal•rive praent value on a SIMWb buis relative to each other on 

a similar term bid and a) for the short- and medium-term proposals, to the cost of 

purchate power bated on projected market bued rates and b) for the long-term 

propoaala, tbe colt of FMP A' 1 self-build project alternative. 

In tbe Stage lll evaluation, both price and non-price factors were considered in the 

evaluation of the most competitive remaining proposals in each of the short. medium, 

and lo1J8-term categories. Non-price facton considered at this stage included 

coatract term, dilpaadalbility, exiJti.ng generation venus planned, ability to finance 

new facilities, fuel ri"k. firmneu ofiUpply, transmiuion capability/availability, viability 

of technology, environmental conaiderationa, and resulatory ooruadculluna Each of 

17 
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tbele items npr11eat1 ID important risk factor in selecting both the shon-list of 

proposals, and ultimately, the companies with which FMP A desires to contract. 

1'ba were two bicb that remained u potential candidates for the long-term 

evaluation, a bid by Constellation Power Development and a bid by Tarpon Power 

Partners. Each of these bids wu ultimately rejected due to two factors; the 

teclmoloaY tbat wu proposed and the regulatory coDJiderationa. 

Both bicla iDvolved the construction of a new combined cycle facility uling 

WestiftshouM ~0 10 combustion turbines. FMP A believes that the construction of a 

combiDed cycle utiliziaa Wettinahnuse's new SOIG combustion turbine represents 

sipificaut rilk to tbeir cuatomen. Tbe SO I G technology represents cutting edge 

tedmoloay tbat iaberently is a risky proposition for the inJtallation in 200 I While the 

macbiae provide~ a amall improvement in efficiency and higher output over the 50 1 F 

rrwJJiae 1elecaed for Caae blud 3, the riJk uiOcialed with this machine for the 

iut""'ima ill 2001 is too llrp for FMPA to usume. FMPA does not wish to 

COIIIider the COOitnletion of the SO I G technology before these units have been proven 

as reliable sources of geueration to inJure FMP A customers have the most reliable, 

cost effective geaeration resources available to them. 

The two lona term bids that remained afler the Staye Ill acroen1n~ were also 

cUmanatod from funber conaideration because they were considered merchant plant$. 

The regulatory framework for mercbanU planu in Florida is unclear at this juncture. 

The PSC formally decided lut year not to addresa the question of whether or not 

independent power producen (lPPs) would be allowed to build "merchant plants" in 

18 
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Q. 

A. 

Q. 

A. 

88 
Florida. TbiJ dec:ilioa, to not decide until later. imposes several questions as to 

whether merchants plultl will be able to build in Florida and will definitely delay the 

consttuction of IUCb facilities in order to meet tbe identified 200 I need for power. 

In summary, Cane llland 3 represents the only long-term option available to FMPA 

and bas proven to be the molt colt effective option. FMP A is currently negotiating 

with all the lbort and medium term bidden that made the abort lilt for purcbued 

power. 

Hu FMPA acleq....., aplencl aad eval•ated tlae availabWty of purclaue 

power tro. q....,.. faclldll ud ..... _,....,.ton? 

Yes. The RFP process did not exclude qualifying facilities or non-utility generators 

from bidding. 

Does dais CMaplete yo•r pnfW --••yf 
Yes, it does. 

19 



1 BEFORE 11IE FLORIDA PUBLIC SBRVICE COMMISSION 89 • 2 KISSIMMEE UTD...ITY AUllfORITY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF DANIEL J. RUNYAN 

5 DOCKET NO. 980802-EM 

6 ruLY 27, 1998 

7 

8 Q. Pleue state yot1r ... , ud busiaeu addna. 

9 A. My DUDe iJ Dllliel J. Runyan. My bulineu mailina address is 1140 I Lamar, Owrland 

10 Puk, Kansu 66211 . 

11 

12 Q. Wllo il yo•r -ployer ud wlaat positioa do you llold! 

13 A . I am employed by Black & V eatcb UP (Black & Veatch) u a system planning 

• 14 coDIUltant in the Plant Services Depanment of the Power Oivi•ion 

I~ 

16 Q. Please dllaibe your .-.pouibilitiel Ia tlaat poaitioa. 

17 A. AI a l)'ltem planning c:oDIUltant for Black & V eatcb I am responsible for providing 

18 CODIUiting services for utility and non-utility clients. The consulting services 

19 eocompus a wide variety of sen.icea including: load forecasts, conservation and 

20 demand-aide JD1D18emellt evaluatiooa, reliability criteria and evaluationa. development 

21 of generation unit addition alternatives, optimal generation expansion modeling. 

22 production cost modelina. economic and financial evaluations, fcuibllity studies, pro 

23 forma analysis, and power market studies. 

24 

25 
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Q . 

A. I received a Bachelors of Science degree in mec:banical engineering from the 

University of Missouri-Columbia. I have taken and puled the FE exam and am a 

Associate Member of the Ameli'*' Society of Mechanical Eqineera. 

I have been employed by Bilek&. Veatch since 1996 u a system planning consultant 

in the power sector advisory services. Since that time I have provided planning 

..W. for leYirll projects, iDdtedina maay projects in Plorida. I have provided 

system planning coruulting lef"Vices for the followins Florida utilities: Kissimmee 

Utility Authority (KUA), Florida Municipal Power Agency (FMP A), Orlando Utilities 

Comaillioa (OUC), JICboDville Electric Authority (lEA), and City of Lakeland 

Electric aad Water (Lakelud). In 1998 I auiated several utilities in Florida to 

prepare their 1998 Ten-Year Site plans: including KUA, JEA, Lakeland, and OUC. 

I have exteDiive experieoce with providing consultina services UJina production cost 

aad optimal paeration expauioD programs including POWRPRO, POWROPT, 

OOEAS, and JlkOSYM. I have had uaed thc1e proJrama in providiniJICrviccs tn the 

fonowms firms: 

• 
• 
• 
• 
• 
• 
• 

Kiuimmee Utility Authority 

Florida Municipal Power Agency 

Jacksonville Electric Authority 

City of Lakeland Electric and Water 

Texaco 

Western Farmer• Cooperative 

Empire Electric District 

2 
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9 1 

• City of Sterliag, Kauu • 2 • Atlantic City, Iowa 

3 • Puerto Rico Power Authority 

4 • Wyomiaa Public Service Commiuion 

5 

6 Q. Wltat is die ptlrpote of yo•r tadmo•y! 

7 A. The pwpose of my testimony iJ to addreu FMPA's need for power u it relates to 

8 CIDe ltlaad thit 3. Ill my dilcuuion ofFMPA's need for Cane Island Unit 3, I will 

9 summarize the methodology evaluat.ions conducted to determine the lea•t·co•t 

10 generation altemllive for FMP A, demonstrate the proposed combined cycle is the 

11 most COlt· dic:tiw llaemative aVIilable, and IWDIDirize the impacts of delayina the 

12 COIIItniCtioD of the Cane IJiaDd Unit 3. 

13 

• 14 Q. Have you prepared any ealalblb u part of your direct tadmoay! 

15 A. Yes. I baYe piiipMid oae Exhibit, Exhibit J! DJR-1, wbicb is attached and included 

16 u part of my testimony. 

17 

18 Q. Wen tllwe S•blectlon• of tile Cane laland Power Park Unit J Need for Power 

19 Application prepared by you or under your direct supervilion! 

20 A. Yea. Sublectioaa 1C.3.0, IC.4.0, IC.I .O, IC.9.0, IC.IO.O, IC.II .O, IC.I3.0, and 

21 1C.l4.0 in Exhibit 4f KUA-1 were prepared by me or under my direct supervision. 

22 

23 Q. Are you adoptl•& tlaae Sableedons u part of you testimony! 

24 A. Yes, I am. 

25 

• 1 



• 

• 

• 

Q. An tlllr'e UJ cerncdOIIa to tllea S.blecdouf 

2 A . Yea, COJNCtiona have been identified and included as Exhibit /& DJR-1 The 

3 corrections identified ue minor and have no significant impact on the need for Cane 

4 lllud Unit 3. 

5 

6 Q. Bu JPMPA aclequtely uplored altemative aeneratin1technolo1ies1 

7 Yes, FMP A reviewed and evaluated severalgeoeratiog technologies and demand-side 

8 proanms to arrive at tbe leut-c:olt CUIIIJiative pruent wonh plan. The evaluation 

9 eDCOIIpllled .,...-d-tide altemativa, unconventional alternatives, and conventional 

J 0 alternatives. Each of the alternatives were evaluated on a screening level to determine 

1 I coat eft"ectiveneu before modeling in detail in a production cost model. 

12 

14 ofthe altemativeltelected colllidered the need for capacity and the sui!ahility of the 

I ~ Cane Island lite f'or lnatallation of the alternatJvcs. Conventual alternatives considered 

16 for Clplcity exptNion iodude: 

17 

18 

19 

20 

• 
• 
• 
• 

Pulverized coal, 

Fluidized Bed, 

Simple Cycle combulaion turbioa. 

21 PerfonaiDc:e and o.tM colt estirnata were complied for each capacity addition 

22 ~. DetliiJ of the coavemual alternatives ue provided in Subsection I A6.6 

23 ofExhibit 1f KUA-1. 

25 FMP A conducted an evaluation of potential lona-tenn power purcbue optiona to 

4 
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• 

• 

• 

2 

3 

4 

COGIWer ipiDit lilt-build altematiYel. AJ RicUrd L. Cuey teltified, none of the 

lona-t.-m power purcha~e options were viahle or lower in coat than Cane Island Unit 

3. 

S With the larp Nlmher of aat.nativea explored, 1 ICfelning analylia wu performed 

6 to eliminate alternatives that would not be economical or feuible Detailed 

7 production colt modeling to determine the optimal exparwon plan rcqwrea screening 

8 .....,_. to _.. ~ rnndelina ia eflicient. The acreenina proceu wu 

9 c.oad.acted iD two pbua. Pbue I CODiidered lite requirements, capital colla, and 

I 0 commercial feuibility u criteria for elimination. Based upon Phase I screening 

11 analysis, OD1y c:oaveationa1 alternatives remained u potential sources for self-build 

12 optioal, Phue 0 ~ wu oonduottd applyina the El~tric Generation 

13 Expuaioa ADIIylis S)'ltem (EOEAS) developed by Electric Power Research Institute 

1 .. 

15 

16 Q. 

17 efFective alteraative avalable! 

18 A . 

19 

20 

Yea, PMPA hu conducted d-.ilod anaJyaia to determine the lout-coat aupply plan 

to meet the arowioa oeeda of ita participanu. To determine the least-cost supply 

piiD, PMPA •"'M-' BOBAS to determine the belt plana ranked oo 1 cunadative 

21 prnent worth buia. This methodology ia utilized throughout the industry and 

22 considered standard practice for economic evaluations. 

23 

24 The aupply-lide alternatives that puled the acreeoiDa analyaia were include in the 

25 detailed optimization analyaia in EGEAS Generating alternatives evaluated by 



• 

• 

• 

1 

2 

3 

EGEAS illdnded two COli units, four combiDed cycle units, and 4 simple cycle 

combulc:ion turbine units. Octails of tbe costs and performance cbaracteriJtics l.!'e 

IUIDIIIIrized in Subaectiou 1A6.6 and 1C.9.0 of Exhibit y KUA-1. Tbf> pians 

4 were IDIIyzed over a tweaty year period &om 1998 to 2017. fMP A views this 

5 planning horizon to reflect the appropriate ume interval for resource evaluation in 

6 today's energy market. 

7 

8 FMP A developed a bue cue economic evaluation for a bue cue 1Ce01rio of the 

9 futwe, which auumed the bue case FMP A AU-Requirements load forecast, base case 

10 fuel price forecast, IDd minimum reserve marain of 18 percent. Based upon the cost 

11 and perform.ce dlancteristica delcribed in detail in SubJeCtion I C. 9. (J and 

12 IUJDIDirized ill Table 1C.10-1 ofExbibit _ KUA-1, the expamion plan outlined in 

13 Tabk 1C.10-2 ofExbibit _ KUA-1 represents the least-cost plan for FMPA The 

14 apwioD ideatifiea tbe propoaed Cane lllaod 3 combined cycle as the least-cost 

15 opdoa for capldty addition in 2001 followed by a limple cycle 7EA combwtion 

16 turbine in 2007. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

While raoun:a are evaluated over a 20 year period, FMP A does not formally plan 

beyond a 10 year period. With load growth, ecooomic parameters, technology 

development, reaulatory iuuea, and all other future conditaona changing rapidly it is 

very UDCertain what fUture conditions will be like. Therefore, FMP A bas forecasted 

what it expect~ u a reuoaable IIIWDptioaa for the future, but views the period 

beyond 2007 u too uncertain to begin formal planning Because EGEAS requires 

capacity to fWftll the reserve margin requirements beyond the year 2007, generating 

units were Hlec:ulcl on the least-cost cumulative present wonh buis to fUlfill capacity 

6 
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Q. 

requinmeata for tbe eotire 20 year period. It il UDCCitlin at tbiJ juncture if FMP A 

would CODitrUCt the units identified beyond 2007. 

FMP A performed several sensitivity IDI1yles to measure the impact of key 

uaumptiona on the lout-coat plUt. The aenaitivity analyses include: low load and 

energy growth, high load and energy growth, low fuel price escalation. high fuel price 

esc&latioo, a scenario where a coDIWlt differential between natural gas/oil versus coal 

iJ maiatlined owr tbe planniDa horizon. ftfte. percent rnerve mar(lin cue, and a 

cue where the COlt of tbe proposed combined cycle is increased by 20 percent. 

Details of the uWylel results are indicated in the need for power application in 

Subsection 1C. 11 .0 of Exhibit tf' KUA- J. The results indicate that the proposed 

combioed cycle iJ the leut-cost alternative ia all Kelllrios for capacity addition in 

200 t except the blab lOid growth scenario in which two units were selected for 

ihllltlllation hy ROI1AS l 'hi• donuJnllltralo• tho rohu•tnc•• of tho e"pamaon plan 

identified. 

FMPA bu abo couidered teVen1 other facton that makes the selected S01F 1x1 

propoled combined cycle the belt alternative for capacity addition in 200 I The 50 IF 

1 x 1 combined cycle is a proven source of generation with high reliability levels and 

efticieDt natural au aeoeration. While aeveral other technologic,. were considered, 

the SOlF lxl combined cyc:le offered the best option for providing reliable and cost 

effective aencratjon for the All-Requirements parttcipants 

Are daere uy ad¥_.. ceueq•eaca to FMPA CUJto•en it tile proP'"• 

co•biaed cyde ult is Ht co•pleted Ia tlae time fra•e requested! 
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• 

A 

Q. 

A . 

Yo•. K U A, IIMV A, and l'crun.ular l'londa will fall below their specified nunimum 

reserve IDIJ'8iaa iD tbe year 200 t if the Petitioners requelt is not granted. This could 

lead to poteDtil1 out~p~ aod system failures acrou the arid, caulina major problema 

for power suppU.. in Peninsulu Florida. The customers will suffer adverse 

conJeQuences with the possibility of inadequate power supply and potentially very 

hiah cost electricity. With the low reserve marainJ projoctod for Peninsular Florida 

in 2001, the poteadll b' iDiufftdent power a1pptie1 may exist. lfFMPA usumed it 

could obtain additional partial requirements purclwes for 2001 and build the 

combined cycle in 2002, the minimal impact to cumulative present worth costs would 

be S 1. 8 million dollars. 

Does tlail co.plete yoar preflled testimony! 

Yes, it does. 
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II A 
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16 Q. 

17 A. 

18 

19 

BEFORE 1lfE FLORIDA PUBLIC SERVICE COMMISSION 

KISSIMMEE UTD...ITY AUTHORITY 

FLORIDA MUNICIPAL POWER AGENCY 

TESTIMONY OF MYRON R. ROLLINS 

DOCKET NO. 980802-EM 

JULy 27, 1998 

Please state yo•r DUH aad buaiDas address. 

My name is Myron R. Rollins. My business address is 11401 Lamar, Overland Park. 

Kansas 66211 . 

Wbo is yoar e.ployer aad wbat position do you bold! 

I am employed by Black IlL Veatch UJ' (Black lk. Veatch) u a l•rojecl ManaHer mthc: 

Plant Services Department of the Power Division. 

Pleue describe your rapouibilitia iD daat position. 

As a Project Manager in the Plant Services Depanment, I am responsible for 

managing various projecu for utility and non-utility clients. These projects 

encompass a wide variety of services for the power industry. The services include 

20 load forecuta, conaervation and demand aide mana1Jement . reliability criteria and 

21 evaluation, development of generating unit addition alternatives, screening 

22 evaluatioaa, production cost simulation, optimal generation expllllion modeling, 

23 economic and financial evaluation, sensitivity analysis, risk analysis, power purchase 

24 and sales evaluations, strategic coaaiderationa, analyses of the effects of the 1990 

25 Clean Air Act Amendments, feuibility studies, qualifying facility and independent 

9 7 



power producer mluationa, pow. market studies, and pow. plant lkenllna . 98 

• 2 

3 Q. Please summarize your baekp'Oaad and nperienee. 

4 A. I received a Bacllelors ofScieoc:e degree in electrical engineering from the University 

5 of Miaouri-Columbia. I a1Jo have two yean of graduate studies in nuclear 

6 eogiDeeriDa at the University of Misaouri-Columbia. I am a licensed professional 

7 engineer and a Senior Member of the Institute of Electrical and Electronic Engineers. 

8 

9 I have be. employed by Black IL Veatch siDce 1976 in the power sec~or advisory 

10 services area. In the last ten years, I have been the project manager for over I 00 

II projects. I have coDducted a majority of my work for Florida utilities. Florida utilities 

12 for which I have worked include Kiuirnrnee Utility Authority, Florida Municipal 

13 Power Ageocy, Orlando Utilities Commission, Jacksonville Electric Authority, City 

• 14 of St. Cloud, City of Lakeland El~tric and Water, Utilities Commission of New 

15 Smyrna Beach, Sebring Utilities Commission, City of Homestead, Florida Power 

16 Corporation, IDd Semiaole Electric Cooperative. 

17 

18 I attempt to stay abreast ofPlorida Public Service Commission (PSC) proceedings. 

19 For instance, I was the Project Manager for projects which prepared 1998 Ten Year 

20 Site Plans for Kissimmee Utility Authority, City of Lakeland, Orlando Utilities 

21 Commission, and Jacksonville Electric Authority I have pmvanusly prcaontccJ 

22 testimony before the PSC for the Staoton I and 2 and AES-Cedar Bay need for power 

23 certifiCIIioo. I have allo participated iD the preparation oftatimooy for the Seminole 

24 Electric' 1 Hardee County Combined Cycle Project, the Cypreu Project, a.nd the Hines 

25 Energy Center Project need for power certification. 
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99 
Q . WUt .. die,...,....,, .. , ......... ,! 

• 2 A. The purpo1e of my testimony ll to address Kissi~ Utility Authority (KUA) and 

3 Florida Municipal Power Agency's (FMPA's) need for power as at relates to Cane 

4 llland 3. ID my dilcuuion of KUA and PMPA'a need for Cane laland 3, I wUI 

5 provide a description of the project including an overview and summary of the 

6 project. I will discuss the availability of fuel for the project, the consistency of the 

7 project with Peninsular Flonda's needs, potenual supply sade altemattves to the 

8 project, the imp1ic:atioaa oftbe 1990 Clean Air Ac:t Amendment• on the project, and 

9 tbelllltbodolosY UJed by KUA in evaluatina tbe need for the project. I will show that 

10 Cane Island 3 will contribute to the electric system reliability and integrity of K U A 

II and FMPA's system u well u for Peninsular Florida. I will also discuss whether the 

12 project CODtributa to fuel diversity for KUA and FMPA' s system u well as 

ll p.;n..a. Plorida. (will lhow that KUA and FMP A have reasonably colllidered the 

• 14 coats of environmental compliance and that KUA and FMP A have provided sufficient 

JS information on the lite, deli1n. and enginccrin1 characteriauca to evaluate the project 

16 I will show that KUA aDd FMPA have adequately explored alternative generating 

17 tecbDoloaiea aad tbe project will provide ldequate electricity to KUA. FMPA, and 

18 Peainaular Florida It a reasonable cost. FiDally, I will abow that KUA and FMPA 

19 have conlidered allauociated facilities and tranami11ion improvements required with 

20 tbe project aDd included their cost in economic evaluations. 

21 

22 Q. Were tlaen S.blectiou oftlte Cane blaad Power Park Uait 3 Need for Power 

23 Application prepared by you or under your direct aupervilion! 

24 A Yoa. Subaectlona lAI.O, 1A.2 l through IA.2.8, IA.4 0, IA60, IA8 0, 18. 1 0, 

25 18.3.0, 18.8.0, 18.15.0, 1C.l.O,and IC. l5.1 contaioedinExhibit -' KUA-1 were 
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prepared by me or UDder my direct superviJion . 

• 2 

• 

• 

3 Q. 

4 A. 

s 
6 Q. 

7 A. 

Are you adopdaa these Subsectiou u part of your testimony! 

Yea, lam. 

Are tllere aay correctioaa to these SubHCtiona1 

Yes. I have identified one typographical correction the first output percent in Table 

8 1A.2.3 abould be 100. 

9 

10 Q. 

II A. 

12 

13 

14 

IS 

16 

17 

Pleue describe tile project. 

Caoe bland Unit 3 will be a 1 x 1 F clus combined cycle unit consisting of one 

combustion twbiDe. one beat recovery steam aenerator (HRSG), and one steam 

turbiDe. The tltjmated oet output of the unit at ISO conditions is 262 MW which 

includes a reduction of 4 percent for degradation. The actual net plant output will 

depend upon the specific combu.Uon turbine purclwed and the final deSign of the 

steam turbine. Current plans are for the unit to have evaporative cooling and duct 

ftriDa. Tbe uait will bum DltUrl1 pa u prinw'y fuel and will be capable of burning 

18 low sulfUr No. 2 oil u backup fuel with an additional I million gallon storage tank 

19 planned for inatallation which will allow all the Cane bland uruts to operate at full 

20 load for approximately three days on No. 2 oil. A mechanical draft cooling tower 

21 uaina treated sewap efllueot from the City of Kiuimmee eftluent pipeline will 

22 provide cycle coolina- The combustion turbine will utilize dry low NOx combustors 

23 to control NOx emiuiona Wa1tcwater ftnm coolina~ towet and hoalet bluwduwn and 

24 demineral.izer wut.es are returned to the City of Kissimmee eftluent pipeline. 

25 

4 

1 0 0 



Cue IJiaDd Uait 3 wiD be collltniCted adj1C81t to the ailting Cane Island Units I 

• 2 and 2. Unit 1 is an LM6000 simple cycle combustion turbine and Unit 2 is a Frame 

3 7EA combined cycle. Cane llland Unit 3 will utmze extsting conunon facilities 

4 installed with Units I and 2. The natural gas pipeline and the City's treated sewage 

~ efllut~t plpeUne 111 both ldequately t!ud to aceommodate Unit l . 

6 

7 Cane Island Unit 3 will be jointly owned by KUA and FMPA as are Uruts I and 2 

8 KUA will ..w u the IIIIDIIer for construction and operation u they do for Units I 

9 and 2. 

10 

11 The estimated total project cost is $117.6 million for commercial operation on June 

12 1. 200 I. Tbe uait will predominately u11 the exiJtina operations and maintenance 

13 staff with only two additional penonnel projected to be required At ISO conditions . 

• 14 the unit ia projected to have a net plant output of 262 MW with a net plant full load 

beat rate of 6,81 S Btu/kWh on a higher beating value buis including degradation. 

The unit is projected to have an equivalent availability of91 .8 percent. The projected 

• 

IS 

16 

17 

18 

19 

20 Q. 

21 A 

22 

23 

24 

construction period for the unit is 20 months with construction scheduled to begin on 

October 1' 1999' 

II tile propoted pnject coullteat with Pealasular Florida's needs. 

Yea. Bued on information provided in the Florida Reliability Coordmatlng Council's 

1997 Ten-Year Plan State of Florida, an additional 689 MW of capacity wiJI be 

required in wiater of2000/0 1 to maintain a IS percent reserve margin for Peninsular 

Florida. TbiJ capacity is in addition to load reductions obtained from exercising all 

avaHable load liWla&e and interruptible cu1tomcn The 6KV MW mdude11 all utallly 

s 

1 0 1 



1 0 2 
plans for capacity that do not require certification u well as all certified plant 

• 2 additiona, but doea not iDclude capacity plana wbicb require certification, but which 

3 have not been certified. Cue Island Unit 3 can contribute to supplying the needed 

4 MW's. 

5 

6 Q. Rave KUA ud FMPA couiclered die implicadoDJ oftbt 1990 Oean Air Act 

7 AIDendiDeab in tlaeir Mledion of Cant IJla•d Unit 3! 

8 A. Yes. Cane Island Unit 3 will be an affected unit under the 1990 Clean Air Act 

9 Ameodmeats, Tbe l 990 Clean Air Act Amendments require that affected units have 

10 condauoua emlulon1 monlton. The colt for theM continuous erniaaioRJ monitors 

II have been included in the Capital cost estimate for Cane Island Unit 3 The 1990 

12 Clean Air Act Amendments also require that affected units provide S02 allowances 

13 when emitting S02. Cue bland Unit 3 will bum natural gas as primary fuel and will 

• 14 burn low sulfur (0.05 percent) No. 2 oil as backup fUel. The use of No.2 oil will be 

15 limited such that such that S02 emissions will be limited to less than 40 tons per year 

16 or 40 allowances per year. Both KUA and FMPA have sufficient excess allowances 

17 &om StaDton Unit I to c:ov. the allowance requirements of Cane Island Unit 3 

18 

19 Q. Have KUA aad FMPA reasonably considered the costJ of environiDental 

20 eo•pliuce ia tbe COlt estt.ate of Caae bland Unit 3. 

21 A. Yea. The cost estimate for Cane Island Unit 3 contains the estimated cost for 

22 environmental compliance Cane Island Unit 3 will use dry low NOx combustors to 

23 control NOx emiuiou. It is anticipated that the dry low NOx combustors will meet 

24 BACT roquiremeota. If. however, BACT requirements were to require the addition 

25 of SCR, the $7.5 million contingency included in the cost estimate is more than 

• 6 



sufllcieat to cover the colt of the SCR. 

.2 
3 Q. 

4 

5 A 

Pleue dacribe tbe alteraate aaeratilll ullit altenaatives tbat were developed 

u altenadva to Cue lllud Uait 3. 

Cost and performaDCe estinwtes were developed for renewable and waste 

6 technologies, advanced technologies, energy storage systenu, nuclear, and 

7 conventional technologies. Only the conventional technologies were found to 

8 tecbnically viable and colt effective. Tbe conventional alternatives developed 

9 included pulverized and CFB coal uniu, simple cycle combustion turbines, and 

I 0 combined cycles. Cost and performance estimates for each of the conventional 

I I alternatives were developed on the same buis as for Cane Island Unit 3 considering 

12 IUCb tbiap u triDimiuioD system requiremeotl, badcup fuel requirements, and 

13 emiuioD control requirement~. Cost and performance estimates for four different 

• 14 aiua and technologies of combustion turbines and four difterent sizes of combined 

cycle UDits were developed. The cost and performance estimates were based on 

specific combustion turbine desips, however, many similar sizes and designs ue 

• 

IS 

16 

17 available &om a number ofvendors. 

18 

19 Q. 

20 A. 

21 

22 
23 

24 

25 

Does tbil co•plete your prd"aled teltiaaoay! 

V ea, it doea. 

7 
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BEFORE THE PUBLIC SERVICE COMMISSION 

• 2 KISSIMMEE UTILITY AUTHORITY 1 0 4 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF RICHARD K. VAN METER 

5 DOCKET NO. 980102-EM 

6 JUl.. y 27, 1998 

7 

8 Q. Pleue stale,.... aame a•d add,.._ 

9 A. My name ia Ricbard K. Van Meter and my bulineu addreu is 11401 Lamar Ave . 

10 Overland Park, KanJu 66211. 

11 

12 Q. By ..... are yH ,.ployed a•d ia wlaat capacity! 

13 A . I am employed by Black .t Veatch w (Black .t Veatch) u the Unit Leader of the Fuels 

• 14 Supply Planning Oroup. 

15 

16 Q. Pleue Describe yovl'llpOIIIibliti ia that poaitioa. 

17 A. I am reapolllible for ltUdiea aaaly7jna fuel iuues for power generation projects 

18 throuabout the world. AJ IUCh, I conduct feasibility studies, evaluate fuel infraatructure 

19 aod transportation iuuea, prepare fuel price projections, assess fuel availability and 

20 ideadly alter'DIIive fbeiiOWW optiou. 

21 

22 Q. Pleue state your profeaioaal uperieace aad educatioaal bacqrouad. 

23 A At Black & V eatcb I have provided fuel related coDJUiting services and performed 

24 JaUI8'0UI fuel 1Upply studies iDcludins: feasibility studies, gas transmisaion 

25 confiauration analysis and natural gas strategic 1tudie1 

• 



1 0 5 
Be tore joining Black &. Veatch. I wu a Division Manaaer for Panhandle Eutem .. 

• 2 PipeliDe Compaa.y ad wu reepoalible for providina a wide range of teclncal suppon 

3 .vices for alarp ad complex natural gu pipdine system. Specifically, I conducted 

4 system pUnnins analysis, economic evaluations, environmental compliance analysis, 

5 facility testing and failure analyses. 

6 

7 Q. Wllat II dM ptarpiH ofy•r tatt.oay! 

8 A. Tbe purpote of my testimony is to discuss the fuel price projections used in the 

9 economic evaluation of Cane lalaod Unit 3 and describe the methodology used to 

10 develop thole forecuta. 

11 

12 Q. Have you pnpared ••Y exlaibits u part or your testiaaoay! 

13 A. Yea. I have prepared one exhibit, Exhibit RKV·1 , which is attached and included u 

• 14 pMt of my teltiiiiODY. 

IS 

16 Q. Were tllere SubMctiou o1 tile Cue blaad Uait 3 Need for Power Appliutioa 

17 (EDJbit If KUA-1) .......... by you or uader your direct supervisioa! 

18 A. Yea. Subsectiona1A3.2, 1A3.3, 18.4.2, 18.4.3, 1C.4.2, and IC4.3 ofEldlibit .,_.... 

19 KUA-1 were prepared by me or under my direct supervision. 

20 

21 Q. An, ........................... part or your testiaaoay! 

22 A. Yes, I am and rm also adopting Appendix I A.9-1 

23 

24 Q. Are then uy corrediou te Sublediou! 

25 A. Yes, there are some typographical corrections u shown in Exhibit fl, RKV - I 

• 



Q . Wllat fiNk w.e fencua dftttloped for! 
1 0 6 

• 2 A Forecuta for tbe delivered colt of fUel were developed for natural gas, coal, raadear and 

3 No. 21Dd No. 6 W oil. 

4 

5 Q. What data 10urce(1) aad baH year cOlts were auumecl for each of tbe fuel price 

6 foncaltl! 

7 A. The bue year for all fUel costs wu 1997. The basis for each price forec:ut was as 

8 follows: 

9 

10 Coal- The 1997 colt of coal wu set equal to the price of spot coal ~delivered 

11 to OrlaDdo Utility Commission's Stamon Energy Center in 1997 by rail from Central 

12 Appa1acbia, u reported by the Resource Dlla Institute in their POWERdat database. 

13 

• 14 No. 6 oil- The 1997 COlt ofNo. 6 oil wu set equal to the coat of No. 6 oil delivered 

15 to Electric Utilities in Florida in 1997 as published by the U.S Energy Information 

16 Adminiatration in "Cost and Quality of Fuels for Electric Utility Plants ." 

17 

18 No. 2 oil- The 1997 cost ofNo. 2 oil was set equal to the delivered cost to Electric 

19 Utilities in Florida in 1997 as published by the US Energy Information Administration 

20 in "Colt and Quality of Fueb for EJectric Utility Plants." 

21 

22 Natural Gu - The natural g:a pricing used in the economic evaluation was based on 

23 production from Oulf Cout and offlhore well a in the Gulf uf Mc,uco The two nwn 

24 prk :na points are Hemy Hub, LA and the Gulf Coast. Henry Hub, LA is an interchange 

25 for nine larp iDierltate and four intrutate natural pa pipelines. It is alJo the delivery 

• 3 
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point for the natura) ps futura conttact traded on the New York Mercantile Exchange . 

• 2 An avenp oftbele two prices for 1997 wu UMd to repraent the 1997 cost of natural 

3 gu, excludina ti'IDipOrtltion. 

4 

5 Q. Wllo i1 Studard A Poor'• DRI! 

6 A . DRI (Data Raourcalntcmational) is a busineu unit of Standard and Poors, a division 

7 ofMcOraw HiD IDe. DIU wu estlblilbed in 1961, and i1 an economic couulting and 

8 information compaay forecuting economic trends. Their data. analysis, forecasts and 

9 expert advice iJ UMd by ltrltegic planner1, buliness analym, corporate staff 

10 e<'onomista, marketioa manqen, financial analysts and government policy makers 

11 DIU's Ea.ay Group bu be. Providiaa lona term forecasts of energy coMUmption, 

12 productioD, aDd prices by fuel type for more than two decades. 

13 

• 14 Q. Bow was tbe DRI price forecast used in tbe development of KUA's fuel priu 

IS forecast? 

16 A The fuel price forecast prepared by DRI included No. 2 oil for the South Atlantic 

17 R.esioD. natural ps at Henry Hub and the Gulf Coast, and coal delivered to the .:iouth 

18 Atlantic Region. Tbae forec:uu provided annual price projections in nominal dollars 

19 per MBtu tbroup the year 2020. 

20 

21 DRI' 1 DOIDiDal price forecuu were convened to real or coDJtant 1996 dollar prices 

22 ulina DRI'a implicit price deflator for the period 1996 throuJh 20 17 The I QQ7 Bue 

23 Year prica for Coal, No. 2 oil and natural su (Henry Hub and Gulf Coast) were then 

24 adjusted by tbe real eKalation rata derived &om the DRI projections. These real or 

25 constaDt doUar price projectioDJ were converted to a nominal dollar forecast by 

• 4 
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ua•ming an additioaal Ullalll2.S percent adder for general inflation . 

• 2 

3 A. Wlaat is tile implicit price deflator ud wlaat is the bub for tbe eoaltaat rate of 

4 z.s pwceat per Jtlr •••ld ror tM t.,UCII prke cltftltor1 

s A. Tbe implicit price deftator is a broad measure of the expected underlying general rate 

6 ofinftation for all goods and services. The escalation rate of2.5 percent per year was 

7 UIWDed bued on current and forecast economic conditions. Additional testimony 

8 reprcliDa the uuual geoeraJ inftation rate of2.S percent per year will be provided by 

9 Mr. Scott Cirpeftt• of Black .t Veatch. 

10 

II Q. Wlaat is tbe loaa-tena price forecut for No. 6 oU bued upon! 

12 A. Tbe price foncut ofNo. 6 oil wumes that the aarrent price of No. 6 oil will escalate 

13 at tbe IIIDI rate u that forecut for No. 2 oil. 

• 14 

I~ Q. What 61 the bub for the lona-term forecut of nudear fuel! 

16 A Tbia forecut is bued upon tbe price of nuclear fuel at the St. Lucie and Crystal River 

17 IIICiw plllltl iD 1996 u reported by the Retource Data Institute (RDI) POWERdat 

18 database. The price wu uauned to escalate at the same rate as general inflation, 2 5 

19 percent per year. 

20 

21 Q. Wllo wollld ••Ill ..,..._ ... for tile purdlue of natural au and Kbedule 

22 trauportatioD tatidellltlltl! 

23 A. Florida Gu Utility (FOU). FGU purchases gas and arranges for its transponation on 

24 behalf of iu member utilities in the State of Florida, including KUA and Florida 

25 Municipal Power Apocy (FMPA). Their fee for arranging gas purclwes and its 

• ~ 



transport via Florida Gu Tnnpniuioo (FGT) pipeline is 3.67 ¢/MBtu and bas been 109 

• 2 included in the forecut for the delivered price of natural gu. 

3 

4 Q. Describe the applicable transportation cbaraa applied to tbe total forecast price 

5 ofaamralpa. 

6 A. A demand or .....rvatioD ftt la levied by the pipeline on each cuatomer whJch ha• 

7 requested firm traDJportltion capability. It essentially assures the customer an 

8 entit1emeot to transport the quantity of gas covered by the reservation fee. This fee is 

9 paid to the pipeliDe company (FGT) regardless of whether any gas is transported. 

JO 

11 In addition, the pipeline aueues a fuel or compression charge for the gas used to fuel 

12 the combultioa turbines at the compression stations along the pipeline, which amounts 

13 to appmximettly 3 percent of the au purcbue price. 

• 14 

IS There is also a variable cost associated with gas transportation, which is assessed as a 

16 commodity charge and is currently set equal to 1.44 ¢/MBtu. 

17 

18 Finally, there is a Gu Research Institute (GRI) demand surcharge of approximately 

19 0.85 ¢/MBtu, a ORJ commodity clw'ge of 0.88 ¢/MBtu, and an American Gas 

20 Allociation (AGA) IUI'C.barge of0.22 ¢/MBtu. Tbele cbaraea are used to fund research 

21 related to the production, transport, and utilization of natural gas. Regardless of the 

22 individual traoaportatioo coat components, FGT bas indicated that transportation 

23 charges for the Pbase IV expansion will be equal to or less than Phase Ill charges. 

24 

25 
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~ , , 0 
Q . Wlaat il dae avalabDity of aataralau! 

• 2 A. The preferred fuel, based upon technical, economic, and envirorunental considerations 

3 il IWUrl1 pa. DRI projecu that natural au supply ia expected to be adequate to 

4 pollibly exceulve by 2000. ThiJ la because naturalgu reserve additions have exceeded 

5 production during the past 2 years in the United States. By 2000, pipeline capacity 

6 additions of S to 10 Bcf7day, from Canada, the Rocky Mountains, and the deep Gulf of 

7 Mexico ue expected to create an overabundance of supply, exceeding the projected gas 

8 demaDd growth of7 Bcf7day. After 2000, DRI expects demand to be in balance with 

9 supply. 

10 

II Q. An De ftMI price projeedou de¥eloped reasonable lor uae In evaluatlaa dlfl'erent 

12 aeaentilla unit alternatives! 

13 A. Yes. Tbe fUel price projections are generally consistent with other projects that I have 

• 14 encountered in my work and are reasonable to uae to evaluate different generatins unit 

IS altemativa. 

16 

17 Q. Boa dais complete yoar preflled testi•oay! 

18 A. yea, it does. 

19 

20 

21 

22 

23 

24 

25 
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BEFORE THE PUBLIC SERVICE COMMISSION 
1 1 1 • 2 KISSIMMEE UTILITY AUTHORITY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TBSTIMONY OP JAMBS C. DOWDHN 

s DOCKET NO. 980802-EM 

6 JULY 27, 1998 

7 

8 Q. .......... , ..................... 
9 A. My name is James C. Dowden and my business address is 601 South Lake Destiny 

10 Drive, Maitland, Florida 32794. 

11 

12 Q. By wbca are 10'1 employed lllldlo what capldy! 

13 A . I am employed by Florida Gas Transmission Company (FGT) as Regional Vice 

• 14 President of Marketing. 

IS 

16 Q. Pleale describe yoar nspoallbllitles In that polidon. 

17 A. As Vice President of Marketin&, I have overall responsibility for expanding FGT's 

18 business interests in tbe marketio& of gas transmission services ic the region. I 

19 supply tbe pa trlalpOrWion needs of FGT cuscomen through coordination of open 

20 seuons, which are periodJ when FGT polls new and existing customers for their gas 

21 traDSpOrtation needs preceding phased expansions of the gas uansmission system, and 

22 implement plannina of interruptible aod farm au nnaponation plannina. 

23 

24 Q. rw ... •••• yuur pruf.,..lunal ••a•rkttK* aud .ctuc.cluaaal backaruund. 

• 25 A . I have over 37 years of experience in the gas industry. I began my career in the gas 



• 2 

3 

1 1 2 
industry in 1961 when I wu employed with Texas Eastern Transmission Company 

as a Junior Measurement and Corrosion Engineer. 

4 In 1966 I ICCiptld a p01ition with POT u a Mouurcmenl Technician. I wu 

5 promoted in 1975 to FGT's Assistant Superintendent of the Gas Control Department 

c:, and was respo01lble for administering the Curtailment Program. In 1978 I was 

7 promoced to MaDqer of Distributor Sales in tbe Marketing Depanment. In 1985 I 

8 became Direclor of Marketifta. In 1991 I became Rcatonal Vk:e President of 

9 TraDiponadoa Marketina. and later that year became Vice President of Throughput 

I o Manaaement. M a result of FERC Order 636 and a complete restructuring of the 

11 JU induscry, I wu cn.ferred 10 Winter Park, Plorkta in 1993 u Reaional Vace 

12 Preaidellt of Marketing. I received a blcbelon dearee in Industrial Technology from 

13 Northwestern State University in 1961 . 

• 14 

15 Q. WUt II tbe ,.,_of your teldmoay Ia dill ........... ? 

16 A. 1be purpoee of my testimony iJ 10 lddreu gas transponatton capacity issues as they 

17 peruin to the next phued expanalon (Phuc IV) of FG"f"a ayatem and U1e needs of 

18 KUA and FMPA for gu supply to tbe CaDe Island Power Park. In my discussion 

19 of FGT'ali'IDipOrtltion cap~eity and supply to tbe Cane Island Site. I will describe 

20 FGT'a existing ps tramportatioD system including historical reliability of supply at 

21 Cane Island. POT's Phase IV expansion plana. and transportation costs . 

22 

23 Q. Dacrtbe tlae Plerida Gu Trus•laio• c-puy (FGT). 

24 Florida Gu Transmiuion Company (FGT) is an open access interstate pipeline 

• 25 compMy tranaponina natural pa for third parties through its 5,000 mile pipeline system 

2 
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FGT is a subsidiary of Citrus 

• 2 Corporation. which in turn, is jointly owoed by Enron Corporation. the largest 

3 integrated DIIUrll pa company in America, and Sonat, Inc .. one of the largest 

4 independent producen of natural gas in the United States. The FGT pipeline system 

s acce•~• a diversity of natural paaupply regions includins. 

6 

7 a). A.nadarko Basin (Texas, Oklahoma and Kansas). 

8 b). Arkona Buin (Oklahoma and Arkansas). 

9 c). Texas and LouiJiana Gulf Areas (Gulf of Mexico). 

10 d). Blldt Warrior Buin (Millillippi and Alabama) 

11 e). LouiaiaDa- Miuisslppi- Alabama Salt Basin. 

12 f). Mobile Bay. 

13 

• 14 FGTs total receipt poiDt capacity is in excess of 3.0 billion cubic feet per day and 

15 i.Dclndes coane~io01 with 10 intenwe IDd I 0 imrutate pipelines to facilitate transfers 

16 of natural au into its pipeline system 

17 

18 Q. D•atk PGT'a IMIIk plpell•e .,.._.. 

19 The FGT multiple pipeline system corridor enters the Florida panhandle in northern 

20 E.lcarmia County and ruDI euterly to a point in southwestern Clay County. where the 

21 pipeliDe corridor turDs IOUtberty to pus west of the Orlando area. The mainline 

22 corridor thea turna to tbe IOUtiMut to a point in IOUthem Brevard County, where it 

23 tums south generally paralleling Interstate Hiahway 9~ to the Mia me "' "" A IIUlJUI 

2 .. lateral tine (the St. Petersburg Lateral) exteadJ from a junction point in southern Oranae 

25 County welta'ly to tenDiDate in the Tampa. St. Petenburg, Sarasota area. A major 

• 3 
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• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

• 14 

IS 

16 

17 

18 

19 

20 

21 

22 

21 

24 

25 

• 

Q. 

1 1 4 
loop corridor (the Well 14 PipeliDe) bnDcbea from the mainline corridor in 

~s-aw-County to ND IOUtbwlrd throuah wettem PeninJUlar Florida 

to coanect to the St. Ptunburs Lateral system in northeutem Hilllboroush County 

Each of the above major corridors includes atretchea of multiple pipelines (loops) to 

provide ftow rGIDdancy and trullpOrt capability. Numeroutlateral pipelinea extend 

from tbe major conidon to ICI'Ve major local diltribution systems and industrial/utility 

customen. 

Delcrtbe dte ailfie1 Cue blaad lilt pa pipeliae iatertOaaectioa witla FGT'a 

.,..... 
The Cane lllaod Power Park is served from an existins FGT system delivery point on 

the St. P...._ Lateral located in oonhwestem Oaceola County. From the custody 

metfliDa inltelletioa at the delivery point. the latn1 pipeline (the Cane lslaad Lateral) 

NDI lOUth IDd tbeD euteriy to lervice the eJd•ing &eaeratioD facilities It the Cane 

llland aite. The Cane bland Lateral is owned by KUA and FMPA The Cane Island 

Lateral is a 20 inch diameter pipeline capable of providing ma.~mum design basis hourly 

voau... Tbe Cullllud Latnl completed in 1993 .. liz.ed for the 1Upply of natural 

gas at the ultimate plant deYelopmcot level (approximately 1,000 MW of combined 

cycle capacity) of tbe Cane bland lite Subsequent to the completion of the lateral 

pipeline, a tap off len'iDa the lnterceaion City Plant of Florida Power Corporation 

(FPC) bu beeD completed from the Caoe Island Lateral. ThiJ sublateral. inJtalled in 

1996, is an 8 inch diameter pipeline with an estirNted flow capacity of20 to 30 million 

cubic fMt per day at pteMnt ·day FOT mainline uperalmJI pt«!~~aurc• Under the 

contn.ctual amnaementa between KUA and FPC, the service to the Intercession City 

Plant is OD 1D •u available• buia and is interruptible lhould KUA and FMP A require 

4 



tbe pa ...,ay lw operation oftbe C..IIIIDd fildlititl . 
1 , 5 

• 2 

3 Q. Describe FGT's Phue IV upaasioa plaas. 

4 On August IS, 1997, FGT initiated an "opeo seuon" for a proposed expamion of 

s mainline ti'IMIDiuion upability to MM new markeu Open aeaaon refen to the 

6 indullry practice of conductina a survey of future market demands for transpon of 

7 natural IU prior to the design and conatruction of now line cunatruction or expansaon 

8 projects on existing pipeline systems. The survey is employed to evaluate regional 

9 ctem..d for triDipOitllioG capacity by req~._;na that potential shippers submit non-

10 biDdiDa apr 111ioaa of interest or requesta for new, additional (incrC!Uelltal), or 

II reliDquiJbment of firm transmission services. This process allows FGT to estimate the 

12 extent of pipeline capacity expansion capacity volumes needed and to determine the 

13 0\WIIliCODOIIIic feuibility of aayatem expuuion. Tbe open 1e110n ia conducted under 

• 14 cleiMd lfOUDd rules to auure the inlearity oftbe shipper's submissions and the non-

15 dilcriminatory analysis of the responses. 

16 

17 Q. WileD wll FGT's Pllue IV apauioa be i•plaleated! 

11 A. Bued OD prelimlDiry rtallta of the open MUOn analy.U, POT estimates an in-service 

19 date for Pbue IV in faU 2000. FGT intends to formally file for Federal Energy 

20 Regulatory Commiuion (FERC) approvals of the Phase IV expansion program in late 

21 1998. 

22 

23 Q. To wlaat atat wiD FGT be nqalnd to •odlly or 11Pfl'8de the 1a1 transportation 

24 IYiffnt to 1•1"\1• Can• lllaMd with th• add&donal 1•• requ&red! 

25 Under praent plannina sceoarios, FGT envisions that the Phase IV expansion will 

• 5 
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primarily c:oDiist of additional compreuion capability iDitallecl in the Panlwutle and 

• 2 W.aLea porUou otthl plpellne ayatem Uid line extenllont of existing lateral branch 

3 liDes. Looping of eJNting corridon to alleviate capacity constraints is not projected as 

4 beina extensive. The Phase IV expansion of the FGT system should therefore be 

5 capable of implementation without incremental cost impact to existing and prospective 

6 OUI&Omlrl. 

7 

8 Q. Wlaat lncrn~•taltraasportatloa cbaf"'a wW KUA and FMPA likely incur as a 

9 reMit of FGT's Phase IV a.,.asioa a:peadltura. 

10 A. TriDipOrtatioo daarpa for incremental au service wiU be equal to or aliptJy leaa than 

11 triDipOitltioD cbaraes currently accessed under Ptwe Ill tariffs. Transportation 

12 charae• for Phue IV will, in no circumstances. exceed existing Phase lll tariffs 

13 

• 14 Q. Oace i•plelaeatecl, wW FGT's Pbue IV apauloa provide tbe aecasary 

IS trauportatioll capacity aeceuary to support tile additioa or a third uait at tbe 

16 Caae bland Power Park. 

17 A . Yea. The natural gas supply at the delivery point to the Cane Island lateral will be fully 

18 adequate in t.-ma of quantity and delivery preuure to auppon the Cane laland facilities. 

19 

20 Q. Does tbb complete your pnftled testimony! 

21 A. Yes it does. 
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BEFORE THE FLORIDA PUBLIC SERVJCE COMMISSION 1 1 1 • 2 KISSIMMEE UTU..ITY AUTHORITY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF STEVE L. SCHWIETERMAN 

5 Docket NO. 980802-EM 
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7 

H Q. Pleaae atate your name and bualnna addrna 

9 A . My name is Steve L. Schwieterman. My business address is 11401 Lamar. Overland 

10 Park, Kansas 66211 . 

11 

12 Q. Who il your eaaployer and what position do you bold! 

13 A . I am employed by Bw-.k & Veatch u.p (Black & Veatch) as a transmission system 

• 14 enp-r in tbe Elec:trical ud Telecommunication Division. 

15 

16 Q. .Pieue daeribe your rapoDJibilitia in tbat position. 

17 A. M a transmiuioo system C!'Jigineer for Black & Veatch I am responsible for providing 

18 electtical eogineeriDg consultation for utility and non-utility clients. I am responsible 

19 for projects and technical assignments related to the preparation of electric system 

20 studies, economic studies, and long-range planning studies 

21 

22 Q. .Pieue •••••rile your bacqnaad a•d aperieac~ 

23 A. I received a Bachelors of Science degree in electrical engmeenng and a Masters in 

24 electrical engineering from the University of Missouri-Columbia. 1 am a licensed 

25 
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Engineers and Power Engineering Society . 

I bave been employed by Black 4 V eatcb Iince 1966 as an electrical engineer Since 

that time I have provided planning ~rvice11 fm numy proJects worldwide. Recent 

... iyrunonta include transmission practices reviews, long-range distribution planning 

studies, transmission system export evaluations, and t1..nsmission reliability 

evaluations for networks. 

What iJ tbe purpose of your tatimony! 

The purpose of my testimony is to addreu the evaluation conducted to determine the 

trllllmiuion improvements required in conjunction with the prupn11ed ( ·ane Island 

Unit 3 and the e11timatod ~ulitli lll!locaated with the improvements. 

Have you prepared a•y ullibits u part of your direct testimony! 

Yea. I have prepared two Exhibits, Exhibit,( SLS-1 and Exhibit~ S LS-2. wluch ur c 

attached and included 11 part of my tc1tunony 

Were daere S.blectioM of'tlat Cane blaad Power Park Unit3 Need for Power 

Appllatioa prepared by you or under your direct aupenrilion! 

Yes. Subsection 1A.2.9 wu prepared by me or under my direct supervision 

Aft you adoptilla tllia Sublectioa u part of you testimony! 

Yes, lam. 

2 
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A. 

Q. 
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Are dlere aay cornctioa1 to tbis Subsection! 

Yes, corrections have been identified and included as Exhibit d SLS-1 The 

correctioaa ideatified are minor ud have no lipificant impact on the Need for Power 

Application. 

Have die Petitioaen couidered aD auociated tnumiuioa improva.atJ that 

would be required ill coajulldioa widl tile Pedtioaen proposed combiaecl cyde 

uait additM, ud iadaded tlail ia die ecoaomk evaluatioas! 

V ea. both Petitioners have considered and included all transmiAAion improvemmt" that 

would be required in conjunction with the proposed combined cycle unit addition. ln 

order to determine what truwnillion improvements would be required, a detailed 

transmission study was conducted to analyze the modifications necessary to facilitate 

the addition of the proposed combined cycle to the exiJtin8 Cane Island Power Park 

site. The detailed study is provided as Exhibit !:1-SLS-2 and summarized in the 

foUowing pansrapbl. 

The transmission modifications will require a new single circUit hne that w1ll be routed 

from the existing Cane bland substation along the power plant access road on the 

existing Cane Island to Clay Street 230 kV transmission line towers. The existing 

Cane Island to Clay Street line is a single circuit line installed on double circuit 

capacity poles The new line will utilize the tecond posit ion (we At suic) oft hc~e poles 

down to the CSX railroad. From the CSX railroad, the new transmission line will 

tum west ad will be routed parallel to the CSX railroad right of way to a point near 

the southeast comer oftbe Intercession City Plant . The line will then parallel the 

south and west boundary fences of the Intercession City Plant The line will then tum 

3 
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• east from the west fence of the Intercession City Plant switchyard. The transmission 

2 line is approximately 3 miles. 

3 

4 Q. What is die elti .. tecl COlt or tile Caae lllaad - 1Dterceu6oa City tra•••lu6oa 

5 liaef 

6 A. Based upon the analylia and estimates. the tr&DJmisaion line from Cane Island -

7 lnterceuion City would cost $4,711,880 in 1998 dollan. This is by far the least cost 

8 option for the &ality. If the Petitioners decided to pursue the option of adding a 

9 second lrlnlformer to the Clay Street station, the cost would be $5.989,263 including 

10 the reconductori.ng of the Clay Street - Hansel line. This option also requires the 

II r~oduaoring of tbe Clay Street • Airport in the future at an additional cost of 

12 $2,191,140. Additiooa1 details are provided in Exbibit.ti_SLS-2 

11 

• 14 Q. Wby II tile Caae ..... d • Jntercnaion City trananli11ion line needed! 

15 A. Based upon load flow studies conducted utilizing the fiscal year 1998 base case 

16 databases from the Florida Reliability CoordinatiD8 Council (FRCC) for the 200 I 

17 summer peak, overloads occur without the addition of the Cane Island - Intercession 

18 City transmission line. 

19 

20 Without the addition of the Cane Island -Intercession City line, overload conditions 

21 exiJt for the Clay Street tranJformer during an outag~~: of the Cane Island- Taft .i30 

22 kV tine. For this reasoo an alternative plan which included the installation of a second 

23 Clay Street 230 - 69 kV tranJformer wu analyzed. After conducting load flow 

24 studies bued upon the installation of this second tranJformer, an overload condition 

2~ for the Clay Street - Hansel691cV line occurs during an outage of the Cane Island-

• 4 
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15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A . 

J 2 I 

Taft 230 kV line. In addition the Clay Street • Airpon 69 kV line is almost 

overloaded durina thia same outqe. Thil plan would require the addition of 

secondary lines for each of the overloaded lines or reconductoring. 

KUA and FMP A then evaluated the installation of a new line fro~ Cane Island to 

IDterceuion City. Tbia new line rnulta in no identified overload conditions. It also 

represents the leut cost alternative for eliminating system overloads This new line 

will also eliminate or minimize the need to reconductor transmission lines on KUA's 

system in the future. 

Does this complete yoar pref'ded testimoay! 

Yes, it does. 

5 
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3 FLORIDA MUNICIPAL POWER AGENCY 
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7 

8 Q. ........... , .. , .... ud ........ 

9 A. My name is Bruce R. KDodeJ IDd my business addreu i• 11401 Lamar Ave., Overland 

10 Park, KanJI a 662 J J . 

11 

12 Q. By ., ... an 1• e.ploJed aad in what capacity! 

13 A. I am employed by Bilek&: Veatch w u a Senior Economiat. 

• 14 

15 Q. Pleue dauibe your raponsibUitia in thll position. 

16 A. I am responsible for conducting utility planning and research projects related to 

17 feuibility ltUdiet, power aapply altemat.ives (includina roDJetVation and demand-aide 

18 manasement), deregulated market clearing price analysis, load forecasting, statistical 

IIJ analyaia, oeonomlc and flnancial evaluatinna, market research studies. and sensitivity 

20 analysis studies. 

21 

22 Q. Pleue state yo•r prof'ealonal aperieau aiiCI educatloaal bacqround. 

l l A I havt more than 20 yean experience in the electric utility industry. Prior to joining 

24 Bl.aclc &. Veatch UJ> in 1998, I wu employed by Kan••• ( ·uy l'uwot & l .iwht ( 'omJHUIV 

25 in various professional and managerial capacities including: Economic Research 

• 



• 

• 

• 

2 

3 

4 

Research, Director ofBudgeta & Forecaatina. Director of forecasting & Pricing, and 

Manager of Market Support Services. During my career I have bad direct responsibility 

for technical activities iDcluding rate design, colt of aervice analylia, load research, load 

S forecurina, IDIIket rtiWCh and financial analylia. AI Director of Budgeting &. 

6 Forecuting I wu respoDiible for the preparation. coordination and analyai" of 

7 corpor•tc budgets. As Manager of Market Suppon Services I was responsible for 

8 negotiating special contracts with large electric customers, providina technical and 

9 financialaapport .-vicea for non-regulated marketing activities and conducting market 

10 research fimctioos. 

II 

12 I have previously pracnted expert testimony before the Missouri Public Service 

13 Commillion, the KIDiu Corporation Commiuion aDd the Federal Energy Regulatory 

14 

15 

Commiuion. 

16 I graduated in 1974 from the University of Evansville with a Bachelor of Science 

17 Degree in Bulineu AdmiDiltration. In 1975, I paduated ftom Southern Illinois 

18 Univenity with a Muter of SdeDce degree in Economics. 

19 

20 Q. Wb•t b the purpose of your tatimoay ia tbil proceediD1! 

21 A The purpose of my testimoay is to present the evalu8tions that indicate that there ue 

22 no CODierVI&ioa or ct.nand-lide IDID&IemeDl alternatives reasonably available which 

23 might mitigate or delay the coDJtruction of Cane Island Unit l 

25 

2 
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Q. Were 18blediou or tile Cue blucl Power Park Unit 3 Need for Power 

• 2 Applh:1dN ,.,.,.. bJ , .. or •llder y•r dlnd ltlpii'¥W..f 

3 A. Yes. Subsection lA.S.O, contained in Exhibit 'II' (KUA-1 ), was prepared by me or 

4 under my direct supervision. 

5 

6 Q. An y•ldepfill dill ••bMdlon II part of JMr tllt .. onyf 

7 A. Yes, I am. 

8 

9 Q. Please dacribe tile .. aerial tbt il contained ia S•bledion IA.S.O. 

10 A. Sublectioa I AS. 0 CODtaiDI tbe resultJ of ana.lylil undertaken by the IWsimmee Utility 

II Authority (KUA) and Florida Municipal Power Agency (FMPA) to assess the cost-

12 effectiveoeaa ofDSM. In making a determination of the need for power, the Public 

13 Service Commission (PSC) is required to expressly consider the conservation measures 

• 14 takea by or reuoaably available to the applicant or its members which might mitigste 

15 the need for the propoted plant. The PSC is also required to take into account whether 

16 the proposed plant is tbe most cost-effective alternative available. 

17 

18 Q . Please s........ae die ,..au of the analysis undertaken to evaluate the coat-

19 efl'ecthrenesa of potential DSM protrama. 

20 

21 A. Approxinwtely 70 dift'erent poteatial DSM proarama, which were identified by Synergic 

22 RetOUrCf"S Corporation in the ltudy of Electricity ConJCrVation and Energy Efficiency 

23 in Florida, were evaluated to assess their cost-effectiveness. It was concluded that none 

24 of the programs evaluated represent a cost-effective alternative to the construction of 

25 the Cane lllaDd Unit 3. 

• 3 



Q . WUt was tile proceu by wllidl potadal DSM pi"'p'UU were evaluated! 
liS 

• 2 A. Tbe process Uled to evaluate the cost-effectiveness ofDSM programs conforms to that 

3 required in Rule 25-17.008, Fla. Admin. Code. Specifically. the procedure.: used are 

4 thoaellt forth in the Florida Public s.vice Commlllion Coat-efl'ecdveneu Manual For 

~ Demand Side M.magement Programs And Self Service Wheeling Propoaala The 

6 Florida lnte¥fatod Rcaource Evaluator (Fl.RE) spreadsheet, originally developed by 

7 Florida Power Corporation wu used to wesa the potential effectiveness of DSM 

8 programs. 

9 

10 Using the pr~ea specified in Rule 25-17.008 Fla. Admin. Code, FIRE provides a 

11 S)'ltana&K &amework for ~ the btneftta and coau woclated with apecific 

12 DSM proanma. Avoided utility costs are economically evaluated against DSM costs 

13 and load impacts to uaeu the effectiveness of the program over its useful life. Three 

• 14 DSM program cost I beoefit tests are produced by the FIRE model and are UJed in 

15 considerina DSM cost-el'ectiveoeu. These tests are the Rate Impact Test (RIM), the 

16 Total Retource Cost Test (TRC) and the Participants Teat The results of the three 

17 coal-effcctivencaa teat a for the DSM progranu evaluated are shown in Table I A. S-1 of 

18 Exhibit f;' (KUA-1) 

19 

20 Q. Pleaae describe cbe CbrH DSM cau uHCI Co evaluate DSM proarama. 

2 1 A. All the DSM effectiveoeu tests are bued on the compariJon of discounted present 

22 worth benefits to costs for a specific DSM program. Each test is designed to mcuure 

23 coltlud beDe6ta tom a di&rent penpective. 

24 

25 The Rate Impact Test is a measure of the expected impact on customer rates resulting 

• 4 



1'26 
from a DSM proanm. Tbe test ltltiJtic iJ tbe ratio of the utility's benefiu (avoided 

• 2 supply costallld iDcrlued revaaaa) compared to the utility's costs (proaram c:oau, 

3 incentives paid, iDcreued supply costs and revenue losses). A value of less than one 

4 indicates an upward pressure on rate levels as a result of the DSM program 

5 

6 The Total Relource Cost Test meaua the benefit I cost ratio by comparing the total 

7 program benefits (both the participant's and utility's) to the total program costs 

8 (equipment costa, IUpply costs, participant costs). 

9 

10 The Partidpantl Tett meuurea the impact of the DSM program on the panicipatlna 

II customer. Benefiu to the participant may include bill reductions. incentives paid and 

12 tax credits. Participant coltl may iodude equipment costs, operation and mai.olenance 

13 expeuMI, equipaat removal, etc. 

• 14 

Jtj Q. Whkla cott-efl'ed~elletl ten wuutUized by KUA alld FMPA ia evaluatin1 DSM 

16 pi'Op'UII? 

17 A. AU tine COlt~ te1t1 were calculated for eacb DSM propama analyzed and 

18 coDiidered in our evaluation. ~a practical matter, cost-effectiveness based upon the 

19 rate impact test plays a critical role in assessing the practicality of implementing any 

20 DSM program. Based on this criteria, no DSM programs that were evaluated were 

21 considered to be cost-effective. 

22 

:! J Q. Ooeltla61 eondude your dlrwt p...nled tntlmony? 

24 A. Yes, it does. 

25 
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7 

R Q. Ple•te •t•te yo•r •••• aad •ddreu. 

9 A. My name il Scott D. Carpenter and my business address is 1140 I l.lllllar. Overland 

10 Park, Kanus 66211 . 

11 

12 Q. By wllo• are you .. paoyed ud iD wllat cap•city? 

13 A . I am employed by BIM:k & Veatch W' (Black&. Veatch) as a system planning and 

• 14 project IDilyais consultant in the Plant Services Department of the Power Division. 

IS 

16 Q. Pleue deec:ribe your retpouibWtia iD tb•t potltioa. 

17 A. ~ a system planning consultant for Black &. V catch I am responsible for providing 

18 consultina services for utility and non-utility clients. The consulting services encompass 

19 a wide variety of services including: load forecasts, conservation and demand-side 

20 OWla&emcnl evaluations, rei a-bility criteria and evaluations. development of generation 

21 unit ldditioo ahematives, optimal generation expansion modeling, production cost 

22 modeling. economic and financiiJ evaluatioaa, feuibility IIUdies, pro fonna analysis, and 

23 power market studies. 

24 

25 

• 



, 2 8 
Q . Please state your proleaioaal experimce aDd educadooaJ bacqrou.nd. 

• 2 A. I received 1 Blcbllon of Science dqree in eltctrical enainoerin& from Iowa State 

3 University in 1992. l am a Associate Member of the Institute of Electrical and 

4 Eleclnlrucs Engineers. I have been employed by Black & Veatch for over 3 ye.ars 

5 providina power system pluming and independent engineering (due diligence) 

6 consultmcy terVices for utilities located in the United States and overseas. I have 

7 provided system planning and/or independent engineering consulting services for several 

8 domestic utilities including: Kissimmee Utility Authority (KUA). Florida Municipal 

9 Power Apncy (FMPA). Black Hilla Power & Li&ht (BHPL), Sut Antonio Public 

10 Service md the Kansas City Board of Public Utilities. 1 have provided consulting 

II services to several overseas utilities including Botswana Power Corporation (BPC) 

12 located in Botswana, Africa, and Queensland Electric Company (QEC) located in 

13 Queensland, Australia. 

• 14 

15 Q. Wllat la tbc purpoH of your tatlmony In tbla proeeedlaa? 

16 A. The JNIPOIC of my testimony is to lddress issues related to the selection of economic 

17 parametencontaiDed in Subsectiona1A.3.1, 18.4.1 and IC.4.1 of Exhibit• KUA·I. 

18 the Cane Island Power Park Unit 3 Need for Power Application. I will describe the 

19 methodology applied in the development of the load forecast estimate for the proposed 

20 Exposition Center, which is presented in Subsection 1 8 .5.4 of Exhibit .V KUA-1, and 

21 also diiCUIS the financial strength of KUA with respect to the construction of Cane 

2:2 l11land t lnlt :l . 

23 

24 Q. Have y• pnpared uy nlaibita u part of your tatiJDoay? 

25 A. Yes. I have prepared two Exhibits, Exhibit ~ SDC-1 and Exhibit ,~ SDC-2, which 

• 2 
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are attached aod included as part of my testimony . 

• 2 

3 Q. Were 1ubsectiou of die Cue blaad Power Park Uait 3 Need for Power 

4 Appllcatlea pnpand by yH or uDder your cUnet 1upervllloa? 

5 A. Yes. Subledions 1A.3.1. 18.4.), 18.5.4, 18.14.0, and 1C.4.1. 

6 

7 Q. Art yM ....... ._ nltMetloa• u ,.11 of your tntiaaoay? 

8 A. Yes. lam. 

9 

10 Q. What wu tile buil for ltlectia& dae aealatioa rata lilted la Subsedioa 1 A.3.1, 

11 18.4.1, Md IC.4.l oiiDiblt ~KUA·I1 
12 A. Escalation rates were based on an analysis of the All-Items Consumer Price Index 

13 (CPI). In general, the Consumer Price Index (CPI) is a measure of the average change 

• 14 in price over time in a fixed marbt basket of goods and services bought by consumers 

15 for day-to-day living. The All-Items CPI for the U.S. is the broadest, most 

16 comprehensive index, and is O>ften quoted as the source for the "rate of inflation." 

17 

18 Tbe attached ExbibittL_ SDC-1 presents the historical CPI trends and was used to 

19 estimate future iDtlation rates. Exhibit ,., SOC-I shows historical annual percent 

20 changes in both the All-Items CPI and the All-Items CPI minus food and energy goods. 

21 As indicated in Exhibit ~ SDC-1, the rate of general inflation has decreased and 

22 Sllbilized to within a range of2.0- 2.5 percent. Because of this, a 2.5 percent inflation 

23 rate was assumed for the geoeral inflation and annual capital cost escalation rates. 

24 

25 

• 3 



• 
Tbe IKIIIIiOD rate for ope11tion and maintenaDce (O&M) costs wu set equal to the 

2 geueral inflation rate plus one-half percent. The one-half percent adder watt included 

) to account for I ). higher labor costs associated with increasing demand for skilled labor 

4 within a shrinking skilled labor pool, and 2). increased demand for combustion turbine 

5 compooents rcsultina from sipificant coincident major overhaul activities expected for 

6 larae numbers of aaeina combustion turbine based generating units. 

7 

8 Q. Wbat wu dae bull for selectia& dae boad iaterat, praeat worth dilcoaat, aad 

9 latenltdlll'iqCOIIItnletiOII ntesliltecl ill SablectioaslA.J.I, 18.4.1, aad IC.4.1? 

10 A. The boDd interest rate wu aelected bued on statistics provided by the F edcral Reserve 

11 and published in the Federal Reserve's H. IS release. The H. l5 release is publist:'!d 

12 weekly and contains daily interest rates for selected U.S. Treasury and private money 

13 market ad capitalmlrket instruments. Weekly bond interest rates for the financing of 

• 14 State and local projects was collected for the period 1/97 through 6/98 and averaged 

• 

15 to calculate the Bond Interest Rate. The historical data used for the analysis is 

16 presented in Exhibit~- SDC-2. 

17 

18 The pramt worth discount rate IDd interest during construction interest rates were set 

19 equal to the bond interest rate. 

20 

21 

22 

23 

24 

25 

The fixed charge rate wu calculated based on a 30-year bond term including principle 

and interest, a 1-ycar debt service reserve fund, interest earnings credit based on the 

bond interest rate, a 2.9 percent bond issuance fcc, and 1.0 percent for property 

insurance. Data for bond laauance feea, prnpcrty lnNUIIlllcc lllld bond tenn were based 

on tinandng tenns which are representative for similar municipally financed projects. 

4 

1 3 0 
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• 
Q . Wllal Ia KUA'a ftlll&!lll poellto1 willa l'llped to tilt tft'Ht oa KUA'a debt 

2 eoverqe aubtequeat to tbe coutructioa of Caae lslaad Uait 3? 

3 A. KUA is in a strong position to finance its ownership share of Cane Island Unit 3. 

4 KUA's outstanding revenue bonds are fully insured and thus carry a AAA risk rating. 

s KUA 'a debe III'Viot oovenae ratio for the flal year ended September 30, 1997 wu 

6 2.83, and has averqed 2.97 over the past three fiscal years. While interest coverage 

7 ratios will be rwmcwhat lower in upcoming years due to higher interest expenses. the 

8 coverage ratios are projected to significantly exceed KUA 's minimum wget of 1.50. 

9 KUA 'uelf-imposed minimum taraet coverqe ia in tum hiahcr than thnt defined in the 

10 cuneat revenue boad resolutions, which prescribe that annual net revenues not be less 

II than 1.25 times the hond ..ervlcc rc~ulrcmcnl 

12 

13 Q . Dacrtbe tbe propoMd World Espolitioa Ceater (Espo Cuter) deveaop.eat. 

• 14 A. The developers oftbe World Exposition Center (Expo Center) are planning a major 

15 commercial development on an 100-acre site in the northwest comer of K tJ A's service 

16 territory in Osceola CoWlty. The construction of this world-class, mixed-usc facility is 

17 already in tbe plauning staaes and is expected to be operational in 2000. 

18 

19 Phase I of the current plan, to be completed by the first part of 2000. includes a 2.4 

20 million sq ft exposition hall, 1.3 million sq ft outside parking area, and a 0 .6 million sq 

21 ft parking pnae. Pbue IA. to be completed by the first part of 200 I, includes a 1.0 

22 million 1Q ft hotel. 1.3 million sq ft County convention center, and 79,000 sq ft of 

23 commercial office space. Phase Jl of construction will be completed durin~t 2002 · 2004 

.!4 111 111L1ayos af\er l'hue J and JA arc operational. Phase II facilities mclude three resort 

25 hotels totaling 1.6 million sq ft. two office buildings totaling 0.5 million sq ft, a 

• 5 
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l.OmilUODiq ftmailaodeotatai.mnentcomplex,a public safety facility. and 2.0 million 

• 2 sq ft of additional parking. 

3 

4 Q. Dllcrlbe tU dall ...,.. Uld fer tH de¥elopmeal of lbe atimata of peak 

5 cleaaad ud nerv of the propoHCI Ellpo Ceater. 

6 A. Electric demand of the Expo Center was estimated using data compiled by the Energy 

7 Information AdminiJtration (EIA) contained in lbe molt recent Commercial Buildinas 

8 Eftii'IY Coaunpdon (CBEC) IUI'Ye)'. The survey is conducted every three years by the 

9 EIA for the purpo1e of developina estimate• of annuaJ peak demand and energy usage, 

10 per sq. ft., for various buildina activities. The 1ut survey conducted wu compiled 

11 durin& 1996. The tqet population for the CBEC survey consists of all commercial 

12 buildinp in the United States with more than 1,000 sq. ft. of floorspace. A commercial 

13 buildina is defined as any encloiCd structure with more Owl SO percent of its floors pace 

• 14 devoted to activities other than residential, industrial or apicultural uses. Major 

15 catqories of coiiUDII'dll builclinas tabulated in the report include education, food sales, 

16 food ICI'Vice, health care, lodging, mercantile and service, oflicc, public assembly, public 

17 order and safety, religious worship, warehouse and storage, other and vacant. 

18 

19 Table IB.S-2 of Exhibit tVKUA-J presents the per sq. ft. peak demand and energy 

20 conswnption estimates derived from the survey. Survey data w~U statistically analy7.ed 

21 and divided into 25111 percentile, median, and 75111 percentile categories. For forecasting 

22 purposes. the 2S111 percentile data wu UIOd for the low demand forecast, the median was 

23 used for the base demand forecast. and the 75111 percentile data was used for the high 

24 demand forec:ut. 

25 
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Q . Describe tile •edaodolot;y ued Ia llle dftreloplleat of tlte estimates of peak 

• 2 deaaaJICI ucl •eraY of the propoeed Espo c .. ter. 

3 A. To develop the load forecast scenarios, the conswnption estimates presented Table 

4 18.5·2 of Exhibit¥ KUA-1 were multiplied by the estimated square footage of each 

5 Expo Center building and summed to develop the total annual peak demand and energy 

6 requirements for the entire Expo Center. It was assumed that the Expo Center's peak 

7 demand would be coincident with KUA 's system peak demand. However, peak 

8 danandt usociated with the parking areas were excluded from the estimate of total 

9 peak demand total based on the assumption that these demands "ill occur after K U A· s 

10 coincident system peak demand. 

11 

12 Q. Wen aay .. dltioul 1pla-otr loacb, wlaidl may result from the Espo Ceatcr 

13 develop•eat, iachlclecl Ia .. e load foneast? 

• 14 A. No. The Expo Center forecast only includes the projected direct loads of the Expo 

15 Center. Additional loads can be expected from the addition of jobs and commercial 

16 development after construction of the Expo Center begins. However. it was a.'i~umed 

17 that these additional lotMil would be accowlled for, to some extent, in the high band 

18 forecast. 

19 

20 Q. Does dais eoaaplete your preftled testimoay? 

21 A. Yes it does. 

22 

23 

24 

25 
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7 

8 Q. Pleueltate your •••• ••d add ..... 

9 A. My name is James Craig Dunlap and my business address is 111 Nonb Orange Avenue, 

10 Orlando, Florida 32801 . 

11 

12 Q. By •••• are you aaployed and in wllat capacity! 

13 A . I am employed by Dunlap&. Associates, Inc as Financial Advisor for Kissimmee Utility 

• 14 Authority (KUA) and the Florida Municipal Power Aaency (FMPA) 

15 

16 Q. PleaH deterlbe your responslbUitia iD that position. 

17 A As FiNIK'ri.aJ Advisor for KUA and FMP A. I have overall re:.,><>nsibility for nwtaging 

18 and monitoring the general fuwlcing and bonding activities associated with large-scale 

19 projects. My primary respoDiibilities iDclude development of refunding programs and 

20 uaiJtiog in preparation of financial statements. which include debt capacity analyses, 

21 long-term capital planning, and cost/benefit analyses. 

22 

23 Q. Please state your profeaioul operieac.e and educational batkp'ound. 

24 A. I have over 25 years of experience in the financing industry. In 1980, I waA appointed 

25 by tbe Governor ofFlorida to the Municipal Adviaory Council of the Division of Bond 

• 



1 3 s 
1 FIIIIDCe. I wu ooe of two investment banking represent•tives appointed and served on 

• 2 the CouDcil UDtil1986. I wu named Associate of the Year by the Florida Municipal 

j Utilitiea Auoclation. 1 received a bachelors an Business Adnurustrallon from Flonda 

4 State Univenity IDd a Masten deane in Buaineu ftom the Univenity ofNorth Dakota. 

5 

6 I have been involved with the arrangement of financing for a wide range of municipal 

7 facilities includiog: 

8 a). Water .t sewer l)'lteml. 

9 b). Solid wute treatment facilities. 

10 c) General ldlool and hiper education buildings 

11 d). Airport &alities. 

12 e). PubUc power projecta. 

13 f). Special District and capital improvement projec:ts. 

• 14 Munieipal c:lient1l have aaailted include the Citin ofBoca lUton, Cocoa Beach, Vero 

15 Beach, Longboat Key, St. Petersburg. TempleTarace, Miramar, Ft. Lauderdale, West 

16 Pllmlelcb, T•Q•be••. Coral Sprinp, arm.d&elch, Leaburg. Naples, Jacbonville 

17 BadliDd the City of Safety Harbor. County clients include Pasco and Broward 

18 Additional clieau iDdude the Reedy Creek Improvement District, Florida Municipal 

19 Power Ageacy (FMPA), J(jpjmrnee Utility Authority (KUA) New Smyrna Beach 

20 Utilitiet Commiuion IDd Sunahioe State GovemmeataJ Financing Commission. 

21 

22 Q. Wluat ll dae purpoae of your tatimoay ia tbb proceecUaa! 

23 A. Tbe purpo.e of my testimony is to addreu the financ:W feasibility of the addition of 

24 Cue llliDd Unit 3 for KUA and FMP A. 

25 
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Q. Wlaat, lluy, flaudallllpadl wll KUA Mel FMPA aperieace ln conjuacdon 

• 2 with tile coutructioa or Cue blaad 3! 

3 A. There are no advene financial implications foreseen wociated with building Cane 

4 Island Uait 3. Bond rltiDp of both utilitiea are projected to remain unchanpd, debt 

5 .... cownae ia projected to be aaftlcient to meet bond covenants and market 

6 competitjvenen will improve u higher coat generation is displaced by more efficient 

7 geoeration with Cane bland Unit 3. 

8 

9 Q. Wil J(UA or FMPA aperienee diffieulty ia obtaiainaauRident finaneiaa for 

10 Cane bland Uait 3! 

11 A. No. Tbe IM.wfina ability ofbotb utilities iJ strooa. due to prudaJt fiNncial muqement 

12 policiel. lll•""""'Y, it is my opiDioa that both KUA and FMPA will be capable of 

13 financina their r•pec:tive portion• of Cane laland Unit l 

• 14 

• 

1 S Q. .,......_ CHiplete JHr pnftled t•U.o•Jf 

16 A Yes, it doea. 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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1 c.&l..a. Jo .. ao•a Any other matters? 

2 COMKI88IO .. a Daaao•a Mr. Chairman, I think 

3 thi• aatter va• noti~ed it could be a bench deci•ion. 

4 I• that correct? 

..... ATI.Oa That's correct. At the 

6 prehearing conference, and in the Prehearing Order, 

7 the option of a benoh deoiaion 1• diaouaaed. And at 

8 the prehearing conference none of the parties had any 

9 objection to that. 

10 co.MI88IO .. a D&aaO•a Does Staff have a 

11 reca..endation at thia ti .. ? 

12 ... aar.a Yea. Baaed on the resolution of 

lJ the 22 factual iaaues in thia oaae r~garding 

ll7 

14 reasonableness of load forecast, reliability criteria, 

15 fuel foreca•t•, co•t• of compliance with environmental 

16 require .. nt•, need for power, and analy•i• of other 

17 supply- side and damand - ~id~ Qlt~riiQllv~~. UtQrr 

18 reco .. enda that the proposed Cane Island Unit, the 

19 Petition for Determination of Need for this unit 

20 •hould be granted. 

22 Comaisaion is inclined to have a bench deciaion, I'm 

23 prepared that we aove -- I'• prepared to move the 

24 approval of Staff's recommendation. 

25 a.AI..a. Jo .. ao•a There's a motion. 
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1 OOMKI88IO .. a Jaco .. a I've gone through the 

2 i••ue• and apoken with staff. So while I under•tana 

3 there are ao.. factors here that I think lead us to be 

4 able to do thi•, i.e., no intervenor•, which I think 

s 1• very telling, I think I can •eoond the •otion. 

6 GaaJ..._ Jo .. .o•• There'• a motion and a 

7 aecond. Any further diacu•aion? All thoae in favor 

8 aitnlfy by aayin9 •aye.• Aye. 

9 00.111101111 DIIIOIII Aye. 

lO OOMMI8810.1R JACOIIt Aye. 

11 caa% .... Jo.-.o•a Show it approved then 

12 unaniaoualy. 

13 Madam Chairaan, I'd 

14 ltk@ to indicate -- I'd like to congratulate the 

15 parties tor prepar 1ng •uch a thorough v1uut lhn t - 1 

16 know that it vaa acrutinized extenaively by our staff, 

17 and Staff kept .. appriaed of that review. Alao 

18 conqratulate Staff tor being able to conduct auch an 

19 extenaive review and have thi• matter resolved in thl• 

20 aanner. 

21 I think it speaks highly of the partie• 

22 filing and their willingneaa to provide information 

2J and our Staff'• w1111nQneaa to brlnq thl~a mt~tter to 11 

24 quick but coaplete resolution. 

25 Glalllal ~0111011 With that, waa there a 
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1 co ... nt you wanted to provide? 

2 ... aaYa.ta I juat wanted to alert the 

3 Coaiaaion to the hi9h dec)ree of profeaaionaliaa of 

4 their Staff and I know the Commission is already aware 

~ of that. But thia was very, very professionally done 

6 by your Staff. And whenever a utility is working 

7 under a very ti .. •en•itive ooaait .. nt, the staff haa 

8 been wonderful in a••i•tinq in tho•• commitment• and 

9 you're to be congratulated for the fine staff work on 

10 thia iaaue. We appreciate it. 

11 alai .... JO...O.a Well, good. Thank you 

12 all, ino1udin9 the Prehearing Officer who kept thi• 

13 thing on track and organized and appriaed ua of what 

14 vaa happeninv. Thank you very auoh . 

15 With that, is there something else? 

16 Ka. &aa~IMGa I just want to bring one other 

17 thing up. Because we have had a vote, I wanted to 

18 aake aura we can waive the poathearing filing• in thia 

19 case. 

20 CKAI .... Jo .. ao•• Show those waived. Thank 

21 you. And thia hearin; ia adjourned. 

22 (Thereupon, the hearing concluded at 

:lJ 10 I 08 8. m.) 

24 - - - - -

25 
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l STATE OF FLORIDA) 
CERTIFICATE OF REPORTER 

2 COUNTY OF LEON ) 

3 I, JOY KILLY, CSR, RPR, Chief, Bureau of 
Reporting, Official co .. ission Reporter, 

4 
DO HEREBY CERTIFY that the Hearing in Docket 

5 No. 980802-EM was heard by the Florida Public Service 
coaaiaaion at the tiae and place herein atated1 it ia 

6 further 

7 CERTIFIED that I atenoqraphical1y reported 
the said proceedings; that the same has been 

8 transcribed by ae; and that this transcript, 
consisting of 139 pagea, constitutes a true 

9 transcription of •Y notea of said proceedings. 
and the insertion of the preacribed prefiled 

10 teatiaony of the witn•••· 

11 DATED this 18TH DAY OF SEPTEMBER, 1998 . 
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