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7 

8 Q. Plait ltllte Ja.r ... ad ....... 

9 A. My name il James C. Welsh IDd my busiDeu addreu is 1701 .West Carroll Street. 

10 Kissimmee, Florida 34741 . 

11 

12 Q. By wbca are JOU _,aoyed ad ID wbM capd:yT 

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

• 14 Manager (CEO). 

15 

16 Q. ..._. ...... , ... ....,.... ............ palldoa. 

17 A. As President and General Manager (CEO). I have overall responsibility for the 

18 management and operation of utility operations, which currently includes 

19 managemeot of approximately 270 MW of purcbue power and generation capacitv 

20 and associated traDSmiuion and distribution systems providing electric power to 

21 nearly 4~.000 cuatomen. KUA has a staff of over 260 employees and an annual 

22 operating budaet of approximately 80 million dollars. As President and General 

23 Manger, I am ICCOUDtable to the KUA Board on all matters concerning the utility. 

24 I have headed this utility for over 16 ynra. 

• 25 



Q. ...._..., ,_. pral 'mnlllpll1r•ce ad edarndaa•' ~. 

• 2 A. I have more than 2S yean of professional enaineerina experience. Prior to joining 

• 

• 

3 KUA. I was employed by the East Kentucky Power Cooperative as a Lead Enaineer. 

4 Prior to my employment wkb tbe Eut Kentucky Power Cooperative, I wu employed 

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

6 performed a variety of electrical engineering and utility planning services. 

7 

8 I am a registered profeaiooal eqineer in tbe States of Florida, Pennsylvania, and 

9 have also been registered in the States of Colorado and Kentucky. I graduated with 

10 a bachelors decree in electrical e~J~ineerina in 1973 and a masten degree in electrical 

11 engineering in 1976 from die Univenity of Penn~ylvania. I lflduared in 1994 wich 

12 a muters degree in bualneu adminiltration from Rollins College in Winter Park. 

13 Florida . 

14 

15 Q. What Is tbe piiliM* or your ............. , Ia this proceedlna? 

16 A. The purpose of my testimony is to provide background information sbout K U A· s 

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

I 8 consequences if Cane Island Power Park Unit 3 is delayed. discuss the extensive RFP 

19 process that KUA conducted co determine Cane Island Unit 3 was the least-cost 

20 alternative, IDd identify witneues who will provide testimony and exhibits 

21 supponing the Need for Cane Island Unit 3. 

22 

23 Q. Please delc:ribe the plll'pOIR ad structure of KVA. 

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

25 existing u part of the government of the City of Kissimmee. On October 1, 1985, 
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8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

Q. 

A. 

the City of Kiuimmee traDSferred ownership aDd operational control of the electric 

generation, transmission, aDd distribution system to KUA. KUA has all the powers 

and duties of tbe City of Kiuimmee ro construct, acquire, expand and operate the 

system in an orderly and economic manner. KUA operates under lhe independent 

direction of a 5-membet Board of Directors plus the Mayor of the City of Kissimme 

as a non voting member. In addition, KUA acts u a billing and cusromer service 

agent for the Water I.Dd Sewer aDd Refuse Departments of tbe City of Kissimmee. 

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

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

its cuaromen throuah diversified power supply resoun:es, whicb are based on KUA 's 

own eeneration, off-site eeneration through joint participation projects and long- and 

shon-term purchase power contracts. 

PleMe deac:ribe tbe opendoal of KUA. 

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

Florida utilities. Except during years with extreme winter weather conditions, 

KUA's system peak demand occun during the summer months. 

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

20 Utilities Commission (OUC), the Florida Municipal Power Agency (FMPA) All 

21 Requiremenll Project, and the Ciry of Lakeland. FMPP operates as an hourly 

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

23 Each member of lbe PMPP retains lbe responsibility of adequately planning its own 

24 load and reserve rcquiremenll. 

25 
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Q. Plellle clllcrlbe tile J'eiOUI\a cwaeatly aYdable to meet KUA's caPK~tY aad 

• 2 eaeau requha-w .... 

• 

• 

3 A. KUA OWDI or bu an owuership interest in the following frve geoerating plants. Tbe 

4 Haose1 plant, which consisiS of a combined cycle unit and diesel generation and is 

5 solely owned by KUA. Tbe Cane Island Power Park which consists of a LM6000 

6 simple cycle combultion turbine and a General Electric 7EA combined cycle and is 

7 jointly owued by KUA and FMPA. Joint ownership in Florida Power Corporation's 

8 (FPC) Crystal River Unit 3 nuclear power plant. Joint ownership in OUC's Stanron 

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

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

11 KUA's geoeratin& plants. 

12 

13 Q. Please clelcrlbe KUA's jalat owaenhip of tbe Cue lllaDd Power Park • 

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

15 to be a joint owner of tbe project in order that KUA could obtain additional benefiiS 

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. Tbe site is designed for an 

18 ultimate capacity of approximar.ely 1,000 MW. FMPA is a SO percent joint owner 

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

20 construction and operation of tbe three units. Through tbe joint participation 

21 agreement, FMPA has the right to have KUA construct additional capacity on the site. 

22 

23 Q. Does KUA also purdlale power to meet its customer's requirements? 

24 A . 

25 

Yes. KUA is a member of FMPA and i1 a participant in FMPA's St. Lucie Unit2 

nuclear project, and Station 1 and 2 coal projects. Mr. Ben Sharma will provide 

4 



derails of KU A's participation in FMPA projects . 

• 2 

• 

• 

3 Q. Does KUA alio buy power fnJm otber utlldes? 

4 A. Yes. KUA also purchases fum power from OUC. Mr. Ben Sharma will describe this 

5 purchase in detail. 

6 

7 Q. Is tbe capacity available from exkdn& KUA power supply resouras sulftdent to 

8 reliably meet fatare KUA raper=ky aad eDer1Y requirements? 

9 A. No, it is DOt. The economic development associared with Walt Disney World and the 

J 0 other Central Florida attractioos bas caused KUA to be one of the fastest growing 

I J utilities in the United Swa. To ensure system reliability, KUA plans to maintain a 

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

13 

14 

15 

16 

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

reserve margin. Mr. Robert Miller, System Planning Manager, will provide 

testimony detailing and supporting the KUA load forecast and reliability requirements. 

17 Q. Pleale clelcdbe die ......... CIS tbat are beiDa proposed by KUA to meet 

18 the future aeed for power. 

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

20 Florida Electrical Power Plant Siting Act, in order to commeoce detailed engineering 

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

22 Park sir. Unit 3 will be a 1 x 1 natural gas fued combined cycle unit, consisting of 

23 

24 

25 

an F-clau combustion turbine, heat recovery steam generator and steam turbine. Unit 

3 will bave a ratio& of approximately 2SO MW, depending upon the specifiC 

combustion turbine .elected and the final deaian of the steam turbine. KUA and 

5 
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16 

17 

18 

19 

20 

21 

22 

23 

24 

• 25 

Q. 

A . 

FMPA will acb be 50 percent joint ownen of tbe unit u tbey are in UniiS I and 2 

at the Cue lslaDd Power Park. KUA will be tbe unit operator. Mr. Myron Rollins 

of Black and Veatch w will spoDIOI' tbe testimony and exhibits providing detailed 

information regardin& tbe Cue Island Unit 3. Mr. Dick VanMeter of Black & 

Veatch w will provide tatimony reprding forecast fuel prices for the unit. Mr. 

James Dowden of the Florida Gu Transmission Company (FGn will sponsor 

testimony reaardin& tbe availability of natural ps pipeline capacity necessary for 

Cane Island Unit 3. 

PleMe brleft.J describe tbe ftaluatba proce15 by wblcb KUA determiDed that tbe 

~ Caae IIIIIDd Ualt 3 II tile belt alltbod of meetlaa KUA's tutare Deed 

During tbe lut two yean, KUA bas conducted an exhaustive analysis of alternative 

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

leut-cost, environmeDially responsible fashion. KUA 's analysis, considered a 

multitude of factors including: 

a). Altemative generation technologies and sizes. 

b). Alternative fuel source and types. 

c). Compliance with environmental regulations. 

d). Purchase power alternatives. 

e). CoatervatioD and demand-side management alternatives. 

f) . Reliability considerations. 

g). Uncertainty and sensitivity analysis. 

b). Fuel diversity needs. 

AI part of thil proceu, KUA conducted an extensive request for proposals (RFP) for 

6 
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3 

purcbued power aad evaluatioD of the proposals received. Tbe results of the 

evaluatioDI inclictii!CI dial Cane lslaDd Unit 3 with a June 1. 2001 commercial 

operation dale wu tbe least<Oat loaa-raoae alternative that could meet KUA's 

4 reliability~- Cane Island Unit 3 will utilile tbe most effiCient and reliable 

5 combustion turbiDe teclmology currently in commercial operation The bigb effiCiency 

6 of Cane lslaad Unit 3 ensure thla tbe project will remain a competitive resource if and 

7 when dereplldon occun in Florida. 

8 

9 Mr. MyroD RolliDI, ud Scoa Carpemer of Bilek & Va&cb u.r will provide aatimony 

10 related to tbe aenention altemativa. economic usumptions, and the power supply 

I I evaluation proceu. Mr. Robert Miller of KUA will provide alimony reprdina the 

12 evaluation pnx:eu iDcludiJta tbe RFP proceu and evaluation. 

13 

I 4 Q. Wll tbere be...._.~ to IWA if Caae fllaDd Ualt 3 Is DOt Installed 

IS to meet IWA'I Dlld for,..,_ .. , ID tbe pewew of 2001. 

16 A. Yes. Witbout Cane lalaad Unit 3, KUA 's reserve margin will decrease to 

I 7 unacceptable Ieveii jecJplrdiziaa tbe ability of KUA 's system to provide reliable cost 

18 effective power for ita cuatomen. In addition. tbe low COlt enerJY produced by Cane 

19 Island Unit 3 would oeed to be repiKecl with bi&ber cost purchase power and 

20 geoeratioo resultiq in JUaber C01C1 to KUA customen. 

21 

22 Q. Are dlere addidoaal develop•eau plaa•ed lor KUA'a Mn'ice area raultiaa ilia 

23 furtJaer Deed fer Cue fllud U•it 3! 

24 A. Yea. Oae such project is tbe propoted World Expolition Center (Expo Center). a major 

25 commercial development to be located on an 800-acre site in the northwest comer of 

7 
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KUA's service area. Tbe COIIIIIUCtioo oftbil world-diu mixed-use facility iJ on the 

planning st•ges with iailial operatioo expected in 2000. The St . I billion deYelopmeat 

3 will contain DUJDei'OUI &cilities including a 2.4 million sq. ft. exposition floor, 1 1.3 

4 niDion IQ. ft. coavealioD c.ter,ad 2.6 miUioa IQ. ft. ofbotel..,.ce. Total employment 

5 projections for the project &Del aapportiaa industries iJ nearly 30,000 jobs with an 

6 estimated payroll of$700 arilljon . Direct loadl &om the project facilities are estimated 

7 to increase ftom 13 MW iDiliiJly to 4S MW with ultimate development under the base 

8 case forecut. 

9 

10 Developmeats in Ceattal Florida IUCb u the Expo Center continue to cause growth in 

11 KUA' 1 service ara Tbe Expo Ceat« will likely have a areater direct impact on KUA' 1 

12 power requiremeats tbaD W.Jt DiiDey World, further providing 1 need for the timely 

13 jnst1llatioD of Cue IIIIDd Unit 3 . 

14 

15 Q. Does tldl ft .... ,_. jMellled ..... ,...,! 

16 A. Yes, it doa. 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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BBPOU niB PLOIUDA PUBUC SBRVICB COMMISSION 

• 2 KISSIMMEE UTILITY AU11fORJTY 

3 FLOIUDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF JOHN C. L'ENGLE 

s DOCKET NO. 980802-EM 

6 JUL v 27, 1998 

7 

8 Q. .......... ,.., ................ 
9 A. My name iJ John C. "Claude" L 'Engle and my busiDeu address is 720 I Lake EUenor 

10 Dr., Orlaado Florida 32809. 

11 

12 Q. By..._ an,.. •ploJed ud ia wllat capacity! 

13 A . 1 am employed by Florida Municipal Power Aseoc:y (FMPA) as iu General Manaser. 

• 14 

IS Q. Pleue delcribe JHI' ...,........_ Ia daat posldoa. 

16 A . ~ General Manqer, I have overall reaponaibUity for the rnanagcmcnt and operation 

17 of FMP A wbidl aunat1y indudea five power supply projecu iDductina tbe All· 

18 Requiremeatl Project. I am directly responsible to FMPA's Board of Directors. 

19 

20 Q. Plcue state your profeaioul nperieace aad educatioul baekpauad. 

21 A. I have more than 40 yean experience in the utility iDdultry. Prior to joining FMP A, I 

22 leMid ~-yean u Utilities Director for tbe City of Lake Worth, Florida. I joined 

23 Lake Worth u Chief' Bnaineer ln 1971 and aervod in varioua management positions 

24 leading to my appointment u Utilities Director in 1984. 

25 

• 



AJ Lake Worth's repreaeutatiYe to FMPA, I saved &om 1983 to 1991 on FMPA's 

• 2 Board ofDirecton and Executive Committee, including one term as the Agency's Vace-

3 chairman and two terms as Cblirman from 1985 through 1987. 

4 

5 My backarouad includes 1 S yean of experience with the engineering coDJUlting firm of 

6 Reynolds, Smith &. Hilla, where I specialized in power plant design and worked in the 

7 areas of power system feuibility atudiea, plant lite development, pllllt permittiaa, 

8 deaip IDd CODitNCtiola. 

9 

10 I am a registered pnbllioaal enaineer in the State of Florida and I gnduated with 1 

11 bachelor's dearee ill medwnjcaJ eaaiDeeriDI ftom Auburn Univeraity. 

12 

13 Q. Wbat la tbe parpoee of your ..._oay ia this proc:eediaa! 

• 14 A. The purpoae of my teatimony is to: 

15 a). Provide blcqroUDd iDformation about the FMP A system, 

16 b). DiKUII tbe need for additionalaeneratins reaourcea, 

17 c). ldeutify witDeuel wbo will provide testimony and exbibita supporting the Cane 

18 Iliad Power Part UDit 3 Need for Power Application (Exhibit _ KUA-1 ). 

19 

20 Q. Please describe tile purpoae and 1tructure of FMPA. 

21 A. The Florida Municipal Power Agency ("FMP A" or " Apocy") wu created on February 

22 24, 1978, under the proviaions oftbe Florida Constitution, the Joint Power Act. and the 

23 Florida lntertocal Cooperation Act of 1969 FMP A wu formed to allow ita mcmbera 

24 to cooperate with each other, on the basis of mutual advantage, to provide services and 

25 facilities in 1rnanner and in 1 form of governmental orpnization relevant to geographic, 
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ecoDOIDic, popuJatioa, ad other facton ioftueoc:ing the needs and development oflocal 

communities. Specifically, FMPA is involved in the joint financing, construction. 

3 acquisition. ownership, rnanapmem, ad operation of electric generation resources. 

4 Currently there are 27 members ofPMP A ad each city commission, utility commission, 

5 or authority bas the right to appoint one member to FMP A's Board of Directors 

6 

7 Q. Pleue delcribe die operadou of FMPA. 

8 A. FMP A iJ a project-orieated, joint-action aaeocy where each power supply project is a 

9 stand alone project. Tbe net generating capability of FMPA's five separate power 

I o projects is •s7 MW u detailed in the NFP Application, Section 1 C.2. 0 Description of 

11 Exiltiaa Fldliti•. FMPA bu five power 1Upply projects in operation: 

12 a). St. Lucie Project 

I 3 b). Stanton Project 

14 

15 

c). Tri City Project 

d). All Requirernems Project (ARP) 

16 e). Stanton II Project 

17 Member participation in each project u well as a more detailed discuuion of the 

18 generating facilities usociated with each project is dl!tailed in Section IC.2.0 of the 

19 NFP Application. 

20 

21 Q. Please dacrlbe tile lucdoa of AJI.Requlraleats Project (ARP) 

22 A . The ARP provides its 10 members (with the City oflake Wonb anticipated to join in 

23 

24 

25 

1999) with all of their capacity and energy requirements (above cenain excluded 

resources). ARP members which bave eotidement shares in other FMP A projects make 

those entitlement shares available to the ARP. Similarly, the ARP purchases the 

J 
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3 

capacity and CIDII'IY &om member' a oa-ayllelll resource~ for uae by the Projec:t IDd, in 

tum, supplies tbe members with their fbU capacity and energy requirements. The ARP 

is a member of tbe Florida Municipal Power Poo~ an eoergy pooL which conducts 

4 dispatch operalioDs Oil behalf of the ARP. FMP A is responsible for assessing and 

5 acquiring power supply resources necesury to meet the future capacity and energy 

6 oeedJ of ARP .......... Tbe need for capacity and eoergy for the ARP is the basis of 

7 this Need for Power Application. 

8 

9 Q. Pleue dacrlbe die ...,.l'al c•rnady available to meet the ARP memben 

10 capadt)' ud 1111 u reqllirelaellll. 

11 A. The ARP project cumady bu 1127 MW (Summer Rating) of generating and purchase 

12 power capacity available to meet member requiremeau. Tbae resources are comprised 

13 of All-Requiremeou Project generating facilities, member on-System facilities, and 

14 power purchases. Tbe 1998 capacity mix of ARP Project and ARP member facilities 

15 by fuel type iJ: 

16 6% Nudear 

17 13% NltUral Gu 

18 6% Oil 

19 tr/e Coat 

20 63% Purchase Power 

21 100 ·~ Total 

22 A complete lilting of FMPA reaources is detailed in Section 1C.2.0 of the NFP 

23 Application. Mr. Richard Casey ofFMPA will be apouorina tettimony and exhibits 

24 regarding FMP A exiJting facilities. 

25 

4 



Q . II tile ap8de:J a.e•llle ,_ aildaa PMPA power .. ,...,. raHrcet sllflldellt 

• 2 to reliably .... f1mlre ... ber capacity alld eaerv req•irnleets! 

3 A. No, it is not. To eaaare system reliability, FMP A plans to cany capacity reserves of not 

4 less than 18 pen:eat of the system peak load in any given year. FMP A's analysis 

5 indicates tbat ldditioaal poeratiDg reiOW'ces DISt be added by the summer of 200 1 if 

6 an adequate level of system reliability and an 18 percent reserve margin are to be 

7 maintained. 

8 

9 Mr. Richard Cuey. System Planning Manager, will provide testimony detailing and 

10 IUpporting tbe FMP A load forecut and reliability iiiUel usociated with the need for 

1 1 power 

12 

13 Q. Please daaibe tile aeaentioll n~Hras that are belaa proposed by FMPA to 

• 14 •eet tile runre lleed fer power. 

15 A. FMP A is eeelring a determioation of need by this Commiuion, u required under the 

16 Florida Electrical Power PlaDt Sitiog Act, in order to commence detailed engineering 

17 and construction activities on Cue bland Uait 3 at the ex:iJting Caoe lslaDd Power 

18 Park lite. Unit 3 will be a lxl natural gu fired combined cycle unit, consisting of an 

19 F class combustion turbine, beat recovery Iteam generator and steam turbine with an 

20 approximate rating of2SO MW ctep.vting upon the specific combustion turbine selected 

21 and the final design ofthe steam turbine. Kissimmee Utility Authority (KUA) and 

22 FMP A will eadl be SO perceat joint owuen of the unit u they are in Units I and 2 at 

23 the Cane Island Power Plant. KUA will be the unit operator. Mr. Myron Rollina of 

24 Black &. V eatdl wiD spoaaor the testimony and exhibiu providing detailed information 

25 regarding the Cane Island Unit 3. Mr. Dick Van Meter of Black&. Veatch will provide 

• 5 
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tellimoay reprdiDa forecut fUel prices for the unit. Mr. James Dowden of the Florida 

Gu TJ'IDIII'iuion Co. wiD spoaaor teltimony reprdina the availability of natural pa 

3 pipeline capacity necatuy for the unit. 

4 

5 Q. Please briefly deKribe tlae evaluatioa procea by wllid• FMPA delermiaed .... 

6 tile prop111d C..e blud Uait 3 it tile belt medlod of •eedaa ill-ben ruare 

7 aeecb for reliable pewer. 

8 A. Over the put MYen1 moatlu FMP A bas cooducted an exbaustive analysis of alternative 

9 metbodt of meedq tbe ARP .......,.. ft.lture CipiCity IDd energy requirements in a 

10 

11 

12 

13 

14 

15 

16 

reliable leut cost fUbioD. Our IDIIysiJ bas considered a oultitude of factors including: 

a). Alternative generation tecbnologies aDd sizes 

b). AlterDitive fuel sources and types options 

c). Compti•nce with enviroMitl¢al requirements 

d). Purcbue power altemativa 

c). CODIIIVIIioo llld n.nuvt Side Management Alternatives 

d). 

17 e). Uncertainty aDd lelllitivity analylil 

18 f). Fuel divenity needs 

19 

20 

21 

22 

23 

24 

25 

Our analytil included naoroua aDd detailed financial analysis of power supply 

alternatives that was conducted over a 20-year time horizon to inJure that economic 

evaluatiom repraent wbat it in the bat long-term interest of our members. Tbe 

evaluation criteria for selection of the preferred power supply alternative is the 

minimization of cumulative present wonb revenue requirements and the maintenance 

of a defined level of system reliability. Bued on these criteria, the Cane bland Unit 3 

with a commercial operation date of June 1, 2001, iJ the most economic means of 

6 
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3 

nwtina tbe ARP requiremeou. A. part of this proceu, FMP A conducted an extensive 

request for propollla (RFP) for purcbue power and evaluation of the proposals 

received. Tbe .....aa. ofdlilevaluatioa inckated tbat Cane Island Unit 3 wu the leut 

4 cost lonai'Uip a1temative tbat could meet the ARP reliability requirements. 

5 

6 It it my opiDioD tblt, bued on tbe IDilyaia undertaken, it ia in the best interest of the 

7 FMP A AD-Requiremeat Project members to move forward with the Cane Island Unit 

8 3 project. The project will provide reliable low coat power to the ARP members as well 

9 as Penin•ller Florida. 

10 

11 Mr. Myron Rollins, Mr. Dan Runyan and Mr. Scott Carpenter of Black & Veatch wiU 

12 provide teltimoDy rdated to tbe geoeration altemativea, ecooomic IDIIylia and 

13 leDiitivity IDilylia iDciJded in tbe power supply evaluation process. Mr. Ric:bard Casey 

14 will provide teltimoay reaardlna the RFP proceu and evaluation. 

15 

16 Q. Will.._.. be adv8'1e ea•eq..as to tile ARP ._.ben if Caae blaad Uait 3 is 

17 aot butaled to •eet tile ARP'a aeed for capacity ill tbe summer or 1001! 

18 A. Yes. Wltbout Cue blaad Unit 3, tbe ARP's reserve margin is projected to drop to 7 

19 percent wbich would DOt be ldequete to maintain reliable service to the ARP members. 

20 In edclitioa, tbe low colt eaergy produced by Cane Island Unit 3 would have to be 

21 replaced with higher coat purchase power and generation resulting in higher costs to the 

22 ARP members. 

23 

24 

25 

Q . Does tbla complete your preflled tadmoay! 

A. Yes it doa. 

7 
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8 Q. 

9 A 

10 

11 

12 Q. 

13 A 

14 

15 

16 Q. 

17 A . 

18 

19 

BEFORE TilE FLORIDA PUBLIC SERVICE COMMISSION 

KISSIMMEE UTU..ITY AUTHORITY 

FLORIDA MUNICIPAL POWEll AGENCY 

TESTIMONY OF MYRON R. ROLLINS 

DOCKET NO. 980802-EM 

JULY 27, 1998 

Pleue state yoar llUie a•d bubaea addrea. 

My Dime il Myron R. RolliDs. My busineu addreu iJ 1140 I Lanw, Overland Park, 

K.auu 66211. 

W~o il , .... •pleyer alld wbt positio• do, .. ~old! 

I am elllployed by Bilek &t Veatch tu (Blade & Vatdl) u a Project Manager in the 

Plant Servic:ea Departmeot of the Power Divilion 

Pteue delaibe yoar l'llpOtilblitiel Ia tllat posidoD. 

As a Project Manager in the Plant Services Department, I am responsible for 

managina vuioua projecu for utility and non-utility dients. These projects 

eocompw a wide variety of services for the power industry. The services include 

20 load forecuu, coDJaVation and demand side m&DI8emeot. reliability aiteria and 

21 evaluation, developmeot of geoeratiDg unit addition alternatives, screening 

22 evaluatiou. production colt aimaJ•tion, optimal geoeration expansion modeling, 

23 ecoDOIDic IDd financial evaluation, aeoaitivity analysil, rilk aaalysis, power pucbase 

24 and sales evaluatiou. ltrllegic considerations, analyses of the effects of the 1990 

25 Clean Air Act Ameadmeata, feasibility studies, qualifying facility and independent 



• 2 
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4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

• 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

Q. 

A. 

power producer evaluationa, power market studies, and power plant liceuing . 

Pleue •••aarile yo.r hKqroaacl ud aperiellce. 

I received a Bacbelors ofScieace degree in electrical cnaineerin8 from the University 

of Miuouri-Columbia. I also have two yean of paduale studies in nuclear 

eqineerina It tbe University of Miuouri-Columbia. I am a licensed professional 

engineer and a Senior Member of the Institute of Electrical and Electronic Engineers. 

I have been employed by Black .t Veatch Iince 1976 in the power sector advisory 

services area. In tbe Jut teo yean, I have beea the project manager for over I 00 

projects. I have eoaducted aiDijority of my work for Florida utilities. Florida utilities 

for wbich I have worked ind .. de IGuiiDIIM:lf! Utility Authority, Florida Municipal 

Power Aa-::y, OrlaDdo Utilities Commission, Jacbonville Electric Authority, City 

of St. Cloud, City of Lakeland Electric and Water, Utilities Commission of New 

Smyrna Badl, Sebrina Utilities Commiuion, City of H<'mestead, Florida Power 

Corporation, and Seminole Electric Cooperative. 

I attempt to stay abreast ofFlorida Public Service Commission (PSC) proceedings. 

For inltaDce,l wu tbe Project Manaaer for projects which prepared 1998 Ten Y~ 

Site Plans for Kissimmee Utility Authority, City of Lakeland, Orlando Utilities 

Commiuion, and Jacbonville Electric Authority. I have previously presented 

testimony before the PSC for the Staton I and 2 and AES-Cedar Bay need for power 

certification. I have aiJo participated in tbe preparation oftelbmooy for the Seminole 

Electric' 1 Hardee County Combined Cycle Project, tbe Cypress Project, and tbe Hines 

Energy Center Project need for power certification. 

2 



Q . WUt II die ptlrpoM oiJ.., testilaolly! 

• 2 A. The purpo.e of my tatimoay is to addreu Kiuimmee Utility Authority (KUA) and 

3 Florida Municipal Power AaeDcY's (FMPA's) need for power as it relates to Cane 

4 lslaod 3. In my dilaallioo of KUA and FMPA'a need for Cane Island 3, I will 

s provide a clelcliptioo of tbe project inc:ludin& an overview and ll1JIIJIW}' of the 

6 project. I will discuss the availability of fuel for the project, the consistency of the 

7 project with Peninsular Florida 'a needs, potential supply side alternatives to the 

8 project, tbe implic:ationa oftbe 1990 Clean Air Act Amendments on tbe project, and 

9 the methodoloaY UMCI by KUA in evaJuatina the Deed for the project. I will show that 

10 Cue Island 3 will contribute to the elec::tric system reliability and integrity of KUA 

11 and FMP A's system u well u for Peninaalar Florida. I will alao diiCUU whether the 

12 project CODtributea to fuel divenity for KUA and FMPA's system u well u 

13 Penin'Uiar F1orida. I willlbow that KU A and FMP A have reuonably considered the 

• 14 coltl of environmenttl compliaDce ud that KUA and FMP A have provided sufficient 

15 informalioa OD tbe lite, desip, IDd enaineering cbaraderistica to evaluate the projec::t. 

16 I willlbow that KUA and FMPA have adequately explored alternative generating 

17 technologies ud tbe project will provide adequate electricity to KUA. FMPA. and 

18 Peninallar Florida at a reaiODible c:ost. Finally, I will show that KUA and FMPA 

19 have considered all uiOCiated &ritiries and transmiuion improvements required with 

20 the project and included their colt in ec::onomic evaluations. 

21 

22 Q. Were dlere S•blecdou of die Caae blaad Power Park Uait 3 Need for Power 

23 Applicadoll prepared by yo• or under your dlr•l tupervuio•! 

24 A. Yes. Subtectiou lA 1.0, IA.2.1 through IA.2.8, IA.4.0, IA.6.0, IA.8.0, 18.1.0, 

25 18.3.0,18.8.0,18.1S.0,1C.t.O,and IC.IS.l containedinExbibit_KUA-1 were 

• 3 



1 prepared by me or under my direct supervision. 

• 2 

3 Q. Are yo• ......... tlaae S.blectioas u part ol y0t1r lalimoay! 

4 A. Yes, I am. 

s 

6 Q. Are tlaere uy cerndiMI to til• S•blectioaaf 

7 A. Yes. I have ideabfied ooe typopapbical correction the first output percent in Table 

8 1A2.3 abould be 100. 

9 

10 Q. .... ••cr~te die project. 

11 A. Cue IJland Unit 3 will be a 1xl F clus c:ombioed cycle unit consisting of one 

12 combustion turbine, ooe beat recovery steam generator (HRSG), and one steam 

13 turbiae. The arimeted net output of tbe unit at ISO conditions is 262 MW which 

• 14 iDdndel a redncdoD of 4 ptR8It for degradation. The actual net plant output will 

IS depead upon the specific combustion turbine purclwed and the final design of the 

16 steam turbine. Curreot plans are for the unit to have evapG. -live cooling and duct 

17 firin&. The UDit wiD bum aatural ps u primary fud and will be capable of burning 

18 low sulfur No. 2 oil u bldwp fud with an additional 1 million gallon storage tank 

19 plalmed for inltallation which will allow all the Cane Island units to operate at full 

20 load for approximately three days on No. 2 oil. A mechanical draft cooling tower 

21 uaiDa trelted liMp eftlueot &om tbe City of Kissimmee eftluent pipeline will 

22 provide cycle cooling. The combustion turbine will utilize dry low NOx combustors 

23 to control NOx emiuions. Wastewater from cooling tower and boiler blowdown and 

24 demineralizer wutea are returned to tbe City of Kissimmee effluent pipeline 

25 

• 4 
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Q. 

A 

Cue IIIIDd Uait 3 will be Constructed adjaceat to tbe existing Cane Island Uaita 1 

and 2. Unit 1 is ID LM6000 limple cycle combuJtion turbine and Unit 2 is a Frame 

1EA combined cycle. Cane lslaDd Unit 3 will utilize existing common facilities 

installed with UDita 1 and 2. The n1tunlpa pipeline and tbe City' s treated sewaae 

effluent pipeline ue both adequately sized to accommodate Unit 3 

Cane lslaad UDit 3 will be jointly owned by KUA and FMPA as ue Units I and 2. 

KUA will MIW. die manaaer for CODIUUctiOD IDd operation u they do for Units I 

and 2. 

The eetimeted toll& project 001t ia S 117.6 miUion for commercial operation on June 

I , 200 I The unit will predominately u.e the existing operations and maintenance 

staff with only two additional personnel projected to be required. At ISO conditions, 

tbe UDit il projected to have a net piiDt output of 262 MW with a net plant full load 

beat rate of 6,81 S Btu/kWh on a higher Matins value basis including degradation. 

The unit is projected to have an equivalent availability of91 .8 percent. The projected 

coDJtruction period for tbe unit is 20 months with construction scheduled to begin on 

October 1, 1999. 

b dae proposed project COIIIiltal with Peaiualar Florida' 1 aeeds. 

Yes. Baed on iDformatioD provided in the Florida Reliability Coordinating Council's 

1997 Ten-Year Plan State of Florida, ID additional 689 MW of capacity will be 

required in wiDter of 2000/01 to maintain a 1 S percent reserve margin for PeninJulu 

Florida. This capacity is in addition to load reductions obtained from exercising all 

available load IDIDI8C IDd interruptible customers. The 689 MW includes all utility 



piiDI for capacity that do not require certification as well as all certified plant 

• 2 additiona, but does not include capacity plans which require certification, but which 

3 have not been c:cnified. Cane Illand Unit 3 can contribute to supplying the needed 

4 MW'a. 

5 

6 Q. Have .KUA ud liMP A couidend tbe i•plicatioDI of the 1990 Oaa Air Act 

7 All•d••ts Ia tlleir NlectiH of Cue blud Uait 3! 

8 A. Yes. Cue IJiud Uait 3 will be an affected unit under the 1990 Clean Air Act 

9 Ameodmeots. The 1990 Clean Air Act Ameodments require that affected units have 

10 contimlous emissions moaiton. The cost for these continuous emissions monitors 

II have been iDduded in the capital colt estimate for Cane Island Unit 3. The 1990 

12 Clean Air Act Amendment~ also require that affected units provide S02 allowances 

13 wbeo emittiDa ~· Calle blaod Unit 3 will bum DltW'II ps as primary fuel and will 

• 14 bum low IUiftar (0.05 percent) No. 2 oil u backup fuel. The use of No.2 oil will be 

15 limited such that such that so2 emissions will be limited to less tlwl40 tons per year 

16 or 40 allowances per year. Both KUA aod FMPA have sufficient excess allowances 

17 from Stanton Unit 1 to cover tbe allowance requirements of Cane Island Unit 3. 

18 

19 Q. Ban KUA aad FMPA reuoaably coa1idend tbe c01t1 of enviroameatal 

20 compliaace iD tlae COlt atimate ofCaae blaad Uait 3. 

21 A. Yes. 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 emissions. It is IDticipated that the dry low NOx combustors will meet 

24 BACT requirements. U: 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 
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• 

• 

1 

2 

3 Q. 

4 

5 A 

6 

7 

IUfticieat to cover the cost of the SCR. 

Please describe tlae altenate paeratia1 uait alteraativa tbat were developed 

u altenaativa to Cue ldud Uait 3. 

Cost and performaoce estimates were developed for renewable and waste 

technologies, advaDced technologies, energy storage systems, nuclear, and 

conventional tecbDologies. Only the conventional technologies were found to 

8 technically viable and COlt effective. The conventional alternatives developed 

9 included pulverized IDd CFB coal units, simple cycle combustion turbines, and 

10 combined cycles. Cost and performance esti!D.Ites for each of the conventional 

1 1 altematives were developed on the same basis u for Cane Island Unit 3 considerins 

12 such tbinp u truwmiaion system requirements, backup fuel requirements, and 

13 

14 

emission control requirements. Cost and performance estimates for four different 

sizes and technologies of combustion turbines and four different sizes of combined 

15 cycle units were developed. The cost and performance estimates were based on 

16 specific combustion twbiDe designs, however, many similar sizes and designs are 

17 available &om a number of veodon. 

18 

19 Q. 

20 A. 

21 

22 

23 

24 

25 

Does tllis co•plete your preftled tatimoay! 

Yes, it does. 

7 



• 

• 

• 



• 

• 

• 

2 

3 

4 

5 

6 

7 

BEFORE THE PUBLIC SERVICE COMMISSION 

KISSIMMEE trrn.ITY AUTHORITY 

FLORIDA MUNICIPAL POWER AGENCY 

TESTIMONY Of RICHARD K. VAN METER 

DOCKET NO. 980802-EM 

JULY 27, 1998 

8 Q. Pleue state yMr IWM aad addreu. 

9 A. My name iJ Richard K. Van Meter and my buliDeSS address is 11401 Lamar Ave., 

I 0 Overland Park, Kanlu 66211 . 

I 1 

12 Q. By wla .. are 1• e.ployed aad i• what capacity! 

13 A. I unemployed by Black& Veatdlu.r(Black& Veatch) utbe Unit Laderoftbe Fuels 

14 

15 

Supply Plannins Group. 

16 Q. l'lale Dacribe your respouibilitia iD daat potitioL 

17 A I am rapoosible for Jtudiel aaalyDDg fuel issues for power generation projects 

18 throughout the world. M IUcb, I conduct feasibility studies. evaluate fuel infrutructure 

19 and transportation issues, prepare fuel price projec:tiou, usess fuel availability and 

20 identify alternative fuel source options. 

21 

22 Q. Pleue state year profeuioaal aperieace ud eclacatioaal backp'Oaad. 

23 A. At Black & Veatch I have provided fuel related coDJU.Iting services and performed 

24 numerous fuel supply studies iocluding: feasibility studies, gas tranamiuion 

25 configuration analylia and natural gas strategic studies . 



Before joiDiDa Bilek & V eatcb. I wu a Divilion Manager for Panbandle Eutem 

• 2 PipeliDe Compaay and wu rapoosible for providing a wide range of technical suppon 

3 services for alarp and complex DltUrll au pipetiDe system. Specifically, I conducted 

4 l)'ltCIID plunins analysia. economic evaluations, environmental compliance analysis, 

5 facility testing and failure analyses. 

6 

7 Q. Wlaat is die ......,._ or your testiaaoay! 

8 A. Tbe purpose of my testimony is to dilcuu tbe fuel price projections used in the 

9 ecoDOIIIic evaluation of Cane bland Unit 3 and describe the methodology used to 

10 develop those fcncuts. 

11 

12 Q. Have YH pnpand uy alaibitl u part or YOtll' testilaoay! 

13 A . Yes. I have prepared oae exhibit. Exhibit RKV - I, which is attached and included as 

• 14 pan of my tellimony. 

IS 

16 Q. Were dlere Sublectiou of die Cue blaad Uait 3 Need for Power Applicatioa 

17 (Eolbit _ KUA-1) prepared by you or uader your direct supervilioa! 

18 A. Yes. Subsections 1A3.2, 1A3.3, 18.4.2, 18.4.3, 1C.4.2, and JC.4 .3 ofExhibit _ 

19 KUA-1 w.-e prepared by me or under my direct supervision. 

20 

21 Q. An yo• adoptiaa dlese S•blecdou u part of your testbaoay! 

22 A. Yes, I am aod I'm also adopting Appendix I A. 9-1 . 

23 

24 Q. Are tltere aay correctioas to Subleetiou! 

25 A. Yes, there are some typographical corrections u shown in Exhibit _ RK V -1 . 

• 2 



Q. Wlut,.. ._.. ,....,.. dft'•p•d for! 

• 2 A. Forecuts for the delivered cost of fuel were developed for natural gas, coal, raJclear and 

• 

• 

3 No. 2 and No. 6 fuel oil. 

4 

5 Q. Wbat data IHI"CC(a) ud base year e01t1 were aaa•ecl for eacb or tbe fuel price 

6 forecua! 

7 A. The base year for Ill fuel costs wu 1997. The buiJ for each price forecast was as 

8 follows: 

9 

10 Coal- The 1997 cost of coal wu set equal to the price of spot coal purcbases delivered 

11 to OrlaDdo Utility Commiuioa' 1 Stanton Eoergy Caller in 1997 by rail from Cen-tf"al 

12 Appalaclria, u reported by the Resource Data Institute in their POWERdat database. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

No. 6 oil- The 1997 cost of No. 6 oil was set equal to the cost of No. 6 oi! delivered 

to Elecuic: Utilitiel in Florida in 1997 as publilbed by the U.S. Energy Information 

AdmiDistration in "Cost and Quality of Fuels for Electric Utility Plants." 

No. 2 oil- The 1997 cost ofNo. 2 oil was set equal to the delivered cost to Electric 

Utilities in Florida in J 997 as published by the US Eoergy Information Administration 

in "Cost and Quality of Fuels for Electric Utility Plants." 

Natural Gu- The natural gu pricina uaed in the ewnomic evaluation was bued on 

production from Gulf'Cout and oftihore wells in the Gulf of Mexico. The two main 

pricing point11re Henry Hub, LA and the Gulf Coast. Henry Hub, LA iJ an interchange 

for nine large interstate and four intrastate natural gas pipelines. It is also the delivery 

3 



• 2 

point for tbe natural ps futures cootract traded OD tbe New York Mercantile Exchange . 

An awnp oftbele two prices for 1997 wu used to npr e1a the 1997 cost of natural 

3 gas, adnctina trauportation. 

4 

5 Q. Wbo is Staadarcl A Poor's DRI! 

6 A. DRJ (Data llelowceiiDtematiODal) is 1 busineu UDit of Standard and Poon, 1 division 

7 of McGraw Hill IDe. DRI was atablisbed in 1968, and is Ul economic consulting and 

8 information compiiiY forecutina economic treads. Their data, IDIIylil, forecuu and 

9 expert ldYice il used by strategic plannen, bulinesa analysts, corporate staff 

I o economists, marketina manaaera, financial aualyltl and government policy makers. 

11 DRra EDqy Group bu-.. providiDa loaa tam forecuu of eoergy coDIWilption, 

12 production, and prices by fbel type for more than two decades. 

13 

• 14 Q. Row wu the DRI price forecast ued iD die develop•eat of KUA'a fuel price 

• 

15 forecat! 

16 A. The fuel price forecast prepared by DRI included No. 2 oil for the South Atlantic 

17 Region, natural gas at Hemy Hub and the Gulf Cout, and coal delivered to the South 

18 Atlantic Region. Tbele forec:uta provided annual price projeCtions in nominal doUars 

19 per MBtu through the year 2020. 

20 

21 

22 

23 

24 

25 

DRI' s nominal price forecuu were converted to real or coDJtant 1996 dollar prices 

using DRI' a implicit price deflalor for the period 1996 through 2017. Tbe 1997 Bue 

Year prices for Coal, No. 2 oil and natural gas (Henry Hub and GuJfCout) were then 

adjusted by tbe real eiCilation rates derived from the DRI projections. These real or 

constant dollar price projections were converted to a nominal dollar forecast by 

4 



auumiDa an additional uaual2.5 percent adder for geoeral inflation . 

• 2 

3 A. Wllat II die •plldt price dlftater aad wllat II die butl for tile co••ta•t nte of 

4 1.5 pen:eat per year .... .ect for the imptidt price defbltor! 

5 A. The implicit price deflator is a broad measure of the expected underlying general rate 

6 ofiafJation for all aooda IDd lei'Vices. The eiCilation rate of2.S percent per year wu 

7 assumed bued on curreat and forecast economic conditions. Ad~tional testimony 

8 regardiDa the anmaal pnenl inftation rate of 2. 5 percent per year wiU be provided by 

9 Mr. Scott Carpeot. of Bilek & Veatch. 

10 

11 Q. What il the loaa-tera~ price lorecutlor No. 6 oU bucd upon! 

12 A. The price forecast ofNo. 6 oil auumes that the current price of No. 6 oil will eacalate 

13 at the same rate u that forecut for No. 2 oil. 

• 14 

15 Q. What il dae buillor tbe loaa-ta. lorecut ol audear fuel! 

16 A. This forecut is bued upon the price of nuclear fuel at the St. Lucie and Crystal River 

17 nuclear plaata in 1996 as reported by the Resource Data Institute (ROO POWERdat 

18 database. The price wu auumed to escalate at the same rate u general inflation. 2 .5 

19 percent per year. 

20 

21 Q. Who would make arran.-eatl for the purdaue of natural ps and sdaedule 

22 trauportado• eatidelllena! 

23 A. Florida Gas Utility (FGU). FGU purcbues gu and arranges for its tranJpOnation on 

24 behalf of its member utilities in the Swe of Florida. including KUA and Florida 

25 Municipal Power Aaency (FMP A). Their fee for arranging gu purchuea and ita 

• s 



transpon via Florida Gu Transmission (FGT) pipeline is 3.67 ¢/MBtu aDd bas been 

• 2 included in tbe forecut for tbe delivered price of natural gas. 

3 

4 Q. Dacribe the applicable tra•portatioa chaf'la applied to tbe total forecut price 

5 of natural ps. 

6 A. A demaod or ....-vatioD fee is levied by the pipeline on each customer which tw 

7 requested firm transponation capability. It essentially usures the customer an 

8 entitlement to transpon tbe quantity of gas covered by tbe reservation tee. This fee is 

9 paid to the pipeliDe COIDplll)' (FGT) regardless ofwbetber any gas is transponed. 

10 

1 1 In admtion. the pipeline useues a fuel or compression c:barge for the gas used to fuel 

12 tbe combultion turbiDel at tbe compression stations Ilona the pipeline, which amounts 

13 to approximately 3 perceat of the su purclwe price. 

• 14 

15 There is also a variable cost uaociated with gas transponation. which is assessed as a 

16 commodity charge and is c:urremly set equal to 1.44 ¢/MBtu. 

17 

18 Finally, there is 1 Gu Retearch lnttitute (GRJ) demand IUfcharae of approximately 

19 0.85 ¢/MBtu, 1 GRJ commodity c:barge of 0.88 ¢/MBtu, and an American Gas 

20 A~atioa (AGA) surdlarae of0.22 ¢/MBtu. Tbele cbqes u-e used to fund research 

21 related to the production, transpon, and utilization of natural gas. Regardless of the 

22 individual transponation cost components, FGT bas indicated that transponation 

23 cbargea for the Phase IV expanaion will be equal to or leu than Phuc: Ill charges. 

24 

25 

• 6 



Q . Wlaat il tile avalabllity ofu•ra11u! 

• 2 A. Tbe pn(erred fuel, bued upon tecbDic:al, ec:oaonic, aDd environmental considerations 

3 is DIIUrll pa. DRI projects tbat natural IIJIUpply is ecpected to be adequate to 

4 possibly exceuive by 2000. This is because natural su reserve additions bave exceeded 

5 production during the put 2 yean in the United Swes. By 2000, pipeline capacity 

6 additiona of 5 to I 0 Bof1day, tom CIDida. the Rocky Mountaina, and the deep OuJt of 

7 Mexico ue expected to create an overabundance of supply. exceeding the projected gu 

8 demand growth of7 Bd7day. After 2000, DRI expects demand to be in balance with 

9 supply. 

10 

I 1 Q. Are tile fuel price projecdou developed reuoaable for use ia evaluatia1 dlfl'ereat 

12 1eaeralill1 aait ....._dv•! 

13 A . Y • · 1'111 W prioe projlctiou are pnen1ly couiat..a with other projectl that I bave 

• 14 encountered in my work and are reuonable to use to evaluate different generating unit 

15 alternatives. 

16 

17 Q. Does IWI a.plete,.... p1efled aesu.oay! 

18 A. Yes, it does. 

19 

20 

21 

22 

23 

24 

25 

• 7 
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Jc:j.Pmpw Utility Aulbority 

Florida M~ Power ApDcy 
Docket No. 980102-EM 

App'n• WiiDcu: Ricbud K. Vu Mew 
Rxhib6t No. _ (JtKV·I) 

Paplof'l 

Correc:tiou to Caoe 1JiaDd Unit 3 Need for Power Application 

I. On Page 1A.3.2-2, LiDe 30, chaDp tbe word "cost" to "price". 

2. On Page 1A3.2-8, Uoe 19, clwlae the word "leas" to "more" . 
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BEFORE mE PUBLIC SERVICE COMMISSION 

• 2 KISSIMMEE tmUTY AUTHORITY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF JAMES C. DOWDEN 

5 DOCKET NO. 980802-EM 

6 JULY 27, 1998 

7 

8 Q. PleMe ltllteyoar ...ae ud addrels. 

9 A. My aame il James C. Dowden and my business address is 601 South Lake Destiny 

10 Drive, MaitlaDd, Florida 32794. 

11 

12 Q. By wlaa 11ft JOU llllploJed and iD wbat c.pdy! 

13 A . I am employed by florida Gas Transmiuion Company (FGT) u Regional Vice 

• 14 President of Marketin&· 

15 

16 Q. PleMe dacribe your ...,....NUdes iD tbM polidoa. 

17 A. AI Vice President of Marketin&, I have overall responsibility for expanding FGT's 

18 business interests in the marketin& of gas transmission services in the region. I 

19 supply the gas transporWioD needs of FGT customers through coordination of C;')el"l 

20 seasons, wlticb are periods when FGT polls oew and existing customers for their gas 

21 transpOnation needs precediJJa pbued expansions oftbe gu transmission system, and 

22 implement plannina of inaerruptible and firm gas transportation plannina. 

23 

24 Q. PleMe 1t11te yoar profeerlon•' uperieace aad edualdoaal bacqrouDd. 

• 25 A . I have over 37 years of experience in the gas industry. I began my career in the gas 



• 2 

3 

industry in 1961 when I wu employed with Texas Eastern Traosmilsion Company 

as a Junior Measurement aDd Corrosion EDaiDeer. 

4 In 1966 I accepted a position with FGT as a Measurement Technician. I was 

5 promoted in 1975 to FGT' s Assistant Superintendent of the Gas Con1rol Department 

6 and was responsible for ectminiateriJI& tbe Curtailment Propam. In 1978 I wu 

7 promoted to Manaaer of Diltributor Sales in the Marketina Department. In 1985 I 

8 became Director of Mark.etiu&· In 1991 I became Rqional V~ President of 

9 Transportation Marbtilla. llld later tbat year became Vice Praklent of ThrouJhput 

10 Management. As a result of FERC Order 636 and a complete reslrUCturing of the 

11 gas industry, I wu tnlllferred to Winter Park, Florida in 1993 as Regional Vice 

12 President of Mark.etiu&· I received a blcbelon degree in lndusttial Technology from 

13 Northwestern State University in 1961. 

• 14 

15 Q. 

16 A. The purpose of my testimony is to address gas transportation capacity issues as they 

I 7 pertain to the next phased expansion (Phase IV) of FGT' s system and the needs of 

18 KUA and FMPA for ps supply to tbe Cane Island Power Park. In my discussion 

19 of FGT's uansporwion capacity and supply to the Cane Island Site, I will describe 

20 FGT's existing ps transportation system including historical reliability of supply at 

21 Cane Island, FGT's Pbase IV expansion plans, and transpOrtation costs. 

22 

23 Q . Deacribe the Florida Gu Traumll1lGD Compaay (FGT). 

24 Florida Gas Transmiujon Company (FGT) iJ an open ~eeess interstate pipeline 

• 25 company transporting natural gas for third parties through iu S,OOO mile pipeline system 

2 



extewiina &om South Texas to Miami., Florida. PGT iJ a IUbsidiuy of Citrus 

• 2 Corporatjcm, which iD tum. is jointly owned by Enron Corporation, the largest 

3 integrated natural gu company in America, and Sonat, Inc:., one of the laraeat 

4 independent produc:en of aatural pa in the United States. The FGT pipeline system 

5 accesses a diversity of natural gu supply regions including: 

6 

7 a). Anldarto Buin (Texas, Oklahoma and Kansas). 

8 b). Arkona Buin (Oklahoma and Arkansas). 

9 c). Texas aad LouiJiaDa Gulf Areas (Gulf of Mexico). 

10 d). Bid: Warrior Buin (MiJiislippi and Alabama). 

11 e). LouiJiana- Miuillippi - Alabama Salt Basin. 

12 f). Mobile Bay. 

13 

• 14 FGT's total receipt point capacity is in excess of 3.0 billion cubic feet per day and 

15 includes ~with 10 intenwe and 10 intrastate pipelines to faciliwe transfers 

16 of natural pa into its pipeliDe l)'ltem. 

17 

18 Q. Dacribe FGT'I btdk pipeliM systeaa. 

19 The FGT multiple pipe1ioe system corridor enters the Florida panhandle in northern 

20 Escamhia Couaty and runs easterly to a point in southwestern Clay County, where the 

21 pipeline corridor turns southerly to pus west of the Orlando uea. The mainline 

22 corridor then turns to the southeut to a point in southern Brevard County, where it 

23 turns south geaerally paralleling Interswe Highway 95 to the Miami area. A major 

24 lateral line (the St. Pet.-.burs Lateral) extends from a junction point in southern Orange 

25 County westerly to tenuiuate iD the Tampa, St. Petersburg, Sarasota uea. A major 

• 3 
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16 
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18 
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Q. 

loop corridor (tbe Welt Lea PipeliDe) braacbea from the mainline corridor in 

southeastern 5uwaDDee Couaty to run southward through western Penin•alar Florida 

to connect to the St. Petenburg Lateral syJtem in DOftbeutem Hillsborough County. 

Each of tbe above major corridon includes stretches of multiple pipelines (loops) to 

provide flow ndundency IDd traospon capability. Numerous lateral pipelines extend 

from the IDijor corridon to ICII'Ve major local diluibution system~ and industrial/utility 

customers. 

Describe tile ailtiaa c..e lllud lite ... pipeli•e mlercoDDectlo• .... FGT't 

syJte& 

The Cane lslaod Power Park iJ laWd from u exillhna FGT tyJtem delivery point on 

the St. PetenburJ Lltenllocated in aortbwestem Osceola County. From tbe custody 

metering installation at tbe delivery point. tbe lateral pipeline (the Cane lslmd Lateral) 

runs south IDd then euterly to service tbe aisting generation facilities at the Cane 

Island site. The Cane ltlaod Lateral is owned by KUA and FMPA The Cane Island 

Lateral is a 20 iDcb di1meter pipeline cepable of providing mawinaam desip basis hourly 

volumes. Tbe Cane Islmd Lateral completed io 1993 is sized for the Rlpply of natural 

gas at the ultimate plant development level (epproximately 1,000 MW of combined 

cycle c:apac:ity) of tbe Cane IslaDd lite. Subsequent to the completion of the lateral 

pipeline, a tap oft' serving the Intercession City Plant of Florida Power Corporation . 

(FPC) bu been completed from tbe Cane Island Lateral. Thit sublateral, installed in 

1996, is an 8 iDcb diemeter pipeline with an estimated flow caplcity of20 to 30 million 

cubic feet per clay at pracat-day FGT mainline opentjua preuures. Under the 

contractual arrangrmeau between KUA and FPC, the lavice to the lmercesaion City 

Plant is on an "as available" basis IDd is interruptible should KUA and FMPA require 

4 



1 the au supply for opentioa of the Cue ltlud facilitiel. 

• 2 

3 Q. Dtlcrtlte PGT'I PlweiV ..,. .......... 

4 On Auplt 15, 1997, FGT iaitiated an •open MUOn" for a proposed expansion of 

5 

6 iDduatry practice of coaductioa a survey of future market demands for transpon of 

7 oaturalps prior to the design and construction of new line construction or expansion 

8 projects on emrina pipeliDe l)'lteml. The uvey is employed to evaluate regional 

9 demand for tnlllpOrtatioD capacity by requatiDa that potential shippers submit non. 

10 bindina api'Uiioaa of iDterelt or requau for _..,, additional (iDcremeotal), or 

11 rdiDquilbmeDt of finD tnnwniuion leiVices. Tbil proc:eu allows FGT to estimate the 

12 extent of pipeliDe capacity expansion capacity vnh•mes needed and to determine the 

13 ovenll ecoaomic fellibility of a tyltem. expansion. Tbe open IeaSOn is conducted under 

• 14 defiDed pouod rules to uaure the integrity of the shipper's submissions and the non-

15 diJaimiaatory IDIIylil of the reapoues. 

16 

17 Q. WIMa d PGT'a PlweiV npa•sioa be implaaeated! 

18 A Bued on preliPJiNry results oftbe open season analysis, FGT estimates an in-service 

19 date for Pbue IV in fall 2000. FGT intends to formally file for Federal Energy 

20 Regulatory Commiuion (FERC) approvals of the Pbue IV expaNion program in late 

21 1998. 

22 

23 Q. To wlaat atat d FGT be reqaired to •odify or upande die au tnasportatioa 

24 sylt.a to Mft'e Cue blucl witll tile acldidoaal ... required! 

25 Under praeot plannjna ac:eoarios, FGT envisions that the Pbue IV expansion will 

• s 



• 2 

3 

4 

5 

primarily colllilt of ldditiaaiJ compreuion capability iDttalled iD tbe Plllhandle and 

West Leg ponions oftbe pipeline l)'lkiD IDd line exteDiioal of exitti,. lateral braDcb 

lines. Looping of flX'ittina conidon to alleYiate capac:ity constraintJ iJ DOt projected u 

being extenlive. Tbe Pbue IV apanmoa of tbe FGT l)'lkiD lbould therefore be 

capable of implemealation without incnmental colt impact to exiJring and prospective 

6 customers. 

7 

8 Q. Wltat iauaHIItal ............. dwpl will KUA ud FMPA likely iDcur u a 

9 result of FG'ra PlaateiV npeNiM apeaclihlnl. 

I 0 A Transportation cbarpa for iDcrenMIIfal au seMc:e will be equal to or slightly leu than 

II transportation c:barpa aarready acceaed UDder Pbue W wift'a. Transportation 

12 charges for Pbue IV wiD, in DO cifrum"•nces, exceed existing Pbue Ul tariff's. 

13 

• 14 Q. Oace implemeated, will PGT'a Plwe IV apauioll provide tile HCaiUY 

• 

15 trauportatioa capacity IIICIIIII'J to npport tlte additioll o( a tltircl DDit at tbe 

16 Cue lllaad Power Park. 

17 A Yes. The aaturalpatupply at tbe delivery point to the Cane lalaDd lateral will be fully 

18 

19 

20 

21 

adequate in terms of quantity IDd delivery pressure to suppon the Cane Island facilities. 

A. Yes it does. 

6 
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BEFORE 11fE FLORIDA PUBLIC SERVICE COMMISSION 

KISSIMMEE UTILITY AUllfORJTY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF STEVE L. SCHWIETERMAN 

s Docket NO. 980802-EM 

6 July 27, 1998 

7 

8 Q. Please state you u.e ud btlsiMa addrea. 

9 A. My aame is Steve L. Schwieterman. My business address is 11401 Lamar, Overland 

10 Puk, Kanau 66211 . 

II 

12 Q. Wllo II Jo•r •ploJerllld wllat potltloa do JOtl llold! 

l3 A. I am employed by Black&. Veatch W' (Black&. Veatch) u a transmission system 

• 14 engineer in the Eloc:trical and Telecommunication Division. 

15 

16 Q. Please describe yoar n1p0111ibilitia ia tlaat positioa. 

17 A As a triDSmissioo system «qJineer for Black &. Veatch 1 am responsible for providing 

18 electrical enaineerins conaultation for utility and non-utility clients. I am responsible 

19 for projects IDd tecbaicaliMipmentl related to the prep1ration of electric system 

20 studies, economic studies, and long-range planning studies 

21 

22 Q. Pleue summarize your bacqrouad ud uperieace. 

23 A. I received a Badlelon of ScieDc:e degree in electrical engiDeering and a Masters in 

24 dectrical engineering from tbe University of Missouri-Columbia I am a licensed 

25 professional enr~ineer with mombenhip in the Institute of Electrical and Electronics 

• 



• Foai'*"' aad Power Engioeering Society . 

2 

3 I have been employed by Black & Veatch since 1966 as an electrical engineer. Since 

4 that time I bave provided plannina ..W. for many projecu worldwide. Recent 

5 usignments include transmission practices reviews, long-range disuibution planning 

6 atudia, tranamiuion system expon evaluations, and transmission reliability 

7 evaluations for oetworb. 

8 

9 Q. Wbat iJ tile parpo~e of yoar tatbaoay! 

10 A. The purpose of my t~ony is to address the evaluation conducted to determine the 

11 trllllmiuioa improvemeata required in conjUDCtion with the propoaed Cane laland 

12 Unit 3 aad tbe estimated costs associated with the improvements. 

13 

• 14 Q. Rave yoa prepared AIIJ alllbitl u part of your direct teatl•oay! 

15 A. Yes. I have prepared two Exhibits, Exhibit _SLS-1 and Exhibit_ SLS-2, which are 

16 attached and included u pan of my testimony. 

17 

18 Q. Were dlere S.blectio• of tile Caae blaad Power Park Uait 3 Need for Power 

19 Applicatioa prepared by yoa or uader your direct superviJioa! 

20 A Yc1. Subacction IA.2.9 wu prepared by me or under my direct supervision. 

21 

22 Q. Aft yoa adoptiaa tllil Sabaection u part of yn teatiaaoay! 

2~ A Yes, I am 

24 

25 

• 2 
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23 

24 

25 
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Q . 

A. 

Q. 

Are tbere any corrections to tbil Subsection! 

Yes, correctiona ~ been identified and induded u Exhibit _SLS·l . The 

corrections identified are minor and have no significant impact on the N~.:ed for Power 

Application. 

Rave die Petitioners couidered aD UIOdated tn•aaiuioa improvemeatl tbat 

wollld be reqaired ia coajanctioa witb tbe Petitionen pro~ tombined eydt 

unit addition, and induded this in the economic evaluations! 

Y a. both Pthtionon have oonlidnd and included alltruanlitlion Improvement• that 

would be required in conjunction with the proposed combined cycle unit addition. In 

order to determine what transmission improvements would be required, a detailed 

tbe addition of the proposed combined cycle to the existing Cane Island Power Park 

site. The detailed study is provided as Exhibit _SLS-2 and summarized in the 

The transmission modifications will require a new single circuit line that will be routed 

from the existing Cane 1alaad substation along the power plant access road on the 

existing Cane Island to Clay Street 230 kV truwniuion line towers. The existing 

Cane 1Jland to Clay Street line is a lingle circuit line installed on double circuit 

capacity poles. The new line will utilize the second position (west side) of these poles 

down to the CSX railroad. From the CSX railroad, the new transmission line will 

tum west and will be routed parallel to the CSX railroad right of way to a point near 

the southeast corner of the Intercession City Plant. The line will then parallel the 

south IDd west boundary feuca of the Intercession City Plant. The line will then tum 

3 



• eut from the welt fence of the Intercession City Plant switcbyard. The transmission 

2 

3 

4 Q. What is tbe atilaated cost of the Caae blaad - Intercession City traas•iuioa 

5 liD• e. 

6 A Based upon the analysis and estimates, the transmission line from Cane Island -

7 lmercession City would cost $4,711 ,880 in 1998 doUars. This is by far the least cost 

8 option for the facility. If the Petitioners decided to pursue the option of addins a 

9 IICODd triDiformer to tbe Clay Street station, the coat would be S~. 989,263 including 

10 the reconductoriag of the Clay Street - Hansel line. This option also requires the 

11 recooductoring of tbe Clay Street - Airpon in the future at an additional cost of 

12 $2,191,140. Additioaal deUila are provided in Exhibit_SLS-2. 

13 

• 14 Q. Wily II tbe Caae blaad - latauaioa City traas•iuioa liae needed! 

15 A. Bued upon load ftow ltudies conducted utilizing the fiscal year 1998 base case 

16 databues from the Florida Reliability Coordinating Council (FRCC) for the 2001 

17 ••rnmer peak, overloads occur without the addition of the Cane Island - Intercession 

18 City tnniiDiuioD line. 

19 

20 Without the addition of the Cane Island - Intercession City line, overload conditions 

21 exist for the Clay Street traosformer durins an outage of the Cane Island- Taft 230 

22 kV tine. For tbiJ reason an alternative plan which included the installation of a second 

2~ Clay Street 230 • 69 kV UanJformer wu analyzed. After conducting load flow 

24 studies bued upoo tbe inltallation of this second transformer, an overload condition 

25 for the Clay Street- Hansel 69 kV line occurs durina an outage of the Cane Island -

• 4 
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13 
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• 

JS 

16 

)7 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Taft 230 kV line. In addition the Clay Street - Airpon 69 kV line is almost 

overloaded cluriDa tbiJ ume outqe. This plan would require the addition of 

sec:oadary liDes for each of the overloaded liDes or reconductoring. 

KUA and FMPA thea evaluated the installation of a new line from Cane Island to 

laten:euioD City. TbiJ oew liDe reiUiu in no identified overload conditions It also 

repraalll tbe leut colt alternative for eliminating system overloads. This oew line 

will also eliminate or minimize the need to reconductor transmission lines on K U A's 

Does WI co•plde yo.r prefiled tatma011y! 

Yes, it doel. 

s 



• 

• 

• 

Kissimmee Utility Authority 
Florida Municipal Power Agency 

Docket NO. 980802 
Applicant Witness: Steve L. Schwieterman 

Correctioos to Cue Island 3 
Need for Power Application 

Exhibit No. (SLS-1) 
Page 1 of! 

1. On paae 1A2·1S, line 11, the ICDtence abould read "Street-Huuel 69 kV 
traniiDiuioa tiDe overloads, thtu requiring recooductoring. Planning studies .. 
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BEFORE 1HE FLORIDA PUBLIC SERVICE COMMISSION 

• 2 KISSIMMEE UTR.JTY AtmiORITY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF BRUCE R KNODEL 

5 DOCKET NO. 980802-EM 

6 JULY 27, 1998 

7 

8 Q. Please state your ... e alld addraa. 

9 A. My name is Bruce R Koodelllld my business address is 11401 Lamar Ave., Overland 

10 Park, Kansas 66211 . 

11 

12 Q. By -wH• are J• e~aplefed ud ia .Ut capacity? 

13 A . I am employed by Black .t Veatch UP u a Senior Ec:onomilt. 

• 14 

15 Q. Pleue deKrlbe JHr • .,...lllllitielill tlail positiou. 

16 A . I am responsible for conducting utility planning and reaearch projects related to 

17 feasibility studies, power supply alternatives (including conservation and demand-side 

18 management), deregulated market deuiug price analysis. load forecuing, statistical 

19 analysis, economic aod financial evaluations, market research studies, and sensitivity 

20 analysis studies. 

21 

22 Q. Plate state your prof•ioual aperieaee ud educatioaal bacqrouad. 

23 A. I have more than 20 yean experience in the electric utility industry. Prior to joining 

24 Black&. Veatch UP in 1998, I wu employed by KanJu City Power &. li1ht Company 

25 in various professional aod JD1D18erial capacities including: Economic Research 

• 
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Q. 

A . 

Analyst, Supervi10r of Load Raearc:h and Forecasting, Manager of Economic 

Research, Director of Budgets lr.. Forecuting, Director ofForec.utinslr.. Pricing, and 

Mula• ofMarket Suppon s.vicel. DuriDa my career I have bad direct relpOnlibility 

for technical activities iacluding rate design, colt of service analysis, load research, load 

forecuting, market research and fiDIJ)cial analysis. AI Dir~or of Budseting & 

corporate bndptt. AI Manager of Market Suppon Services I wu responsible for 

nesotiatina special contracts with large electric customers, providing technical and 

financial support .W. for non-regulated marketing activities and conduc:tioa market 

~ ftmctioaa. 

I have previously preaented expert testimony before tbe Miuouri Public s.vice 

Commillion, tbe Kuau Corporation Commillion and the Federal Energy Regulatory 

Commission. 

I graduated in 1974 from tbe University of Evansville with a Bachelor of Scieoce 

Desree in Busioeu AdmiDiltration. In 1975, I graduated from Southern Illinois 

Univeraity with a Muter of Scienu degree in Economics. 

Wlaat II tile p•rpote el JOIII' tesd.oay ill dais proceecliaa! 

The purpoM of my tntimony ia to preaent the evaluations that indicate that there are 

no CODiaVItion or demlod-side management alternatives reasonably available wbicb 

might mitigate or delay the construction of Cane Island Unit 3. 

2 



Q . Were ••btecdo•• or tbe Cane blaad Power Park Unit 3 Need for Power 

• 2 Applicatioll pnpand bJ yo• or ..... ,., dlnd 1upervilioaf 

3 A. Yes. Sublectioa lA5.0, contained in Exhibit _ (KUA-1 ), wu prepared by me or 

4 under my direct superviaion. 

5 

6 Q. Are yoa adoptbla .... ••blecdo• u part or yoar teldmoay! 

7 A. Yes, I am. 

8 

9 Q. Pleue d.aibe die •tlrial t•at II coatailled la Sublecdoa IA.S.O. 

10 A. Subsection 1A5.0 oontaiu the resulta ofanalylil undertaken by the Kiuimmee Utility 

II Authority (KUA) aDd Florida Municipal Power Agency (FMPA) to assess the cost-

12 eft'ectiveaeu of DSM. In maJcina a determiaation of the need for power. the Public 

13 s.Yice CMIIIIieion (PSC) il required to expreuly CODiider tbe conservation meuures 

• 14 taken by or reuonably available to the applicant or its members which might mitigate 

15 the oeed for the propoted plant. The PSC is also required to take into account whether 

16 tbe propoe.l plam il tbe most cost-effective alternative available. 

17 

18 Q Pleue •u••arbe tbe n~ult1 of the analy1la undertaken to evaluat~ th~ co•t-

19 ell'ectiveaea or poteatial DSM proara ... 

20 

21 A. Approximately 70 dil'aeat potential DSM programs, which were identified by Synergic 

22 Resource~ Corporation in the 1tudy of Electricity Con~ervation and Energy Efficiency 

23 in Florida, were evaluated to assess their cost-effectiveness. It was concluded that none 

24 

25 the Cane llland Unit 3. 

• 3 



Q . Wllat wu tile proceu by wllicb poteetial DSM prop11DIS were evaluated! 

• 2 A. The pnx:ess used to evaluate the cost-cfl'ediveMII ofDSM programs conforms to that 

3 required in Rule 2S-17. 008, Fla. Admin. Code. SpecificalJy, the procedures used ue 

4 thole let forth in tbe Florida Public Service Colllllliuion Cost-effectiveness Manual For 

5 Demand Side Management Programs And Self Service Wheeling Proposals. The 

6 Florida IIUJp'lted Resource Evaluator (FIRE) spreadsheet, originally developed by 

7 Florida Power CorporatioD waa uled to aueu the potential effectiveness of DSM 

8 programs. 

9 

10 Uq tbe procedures lpeCi6ed in Rule 25-17.008 Fla. Admin. Code, FIRE provides a 

11 l)'ltematic hmework for identifyina the benefits and costs usociated with specific 

12 DSM programs. Avoided utility costs ue economicaUy evaluated apinst DSM costs 

13 and load impacts to uaeu tbe effectiveness of the program over its useful life. Three 

• 14 DSM piOiriiD COlt I beDe6t te1t1 are produced by the FIRE model and ue used in 

IS considerina DSM cost-effectiveness These tests ue the Rate Impact Test (RIM), the 

16 Total Resource Cost Test (TRC) and the Participants Test. The results ofthe three 

17 cost-effectiveoeu tats for the DSM programs evaluated ue shown in Table 1 A. S-1 of 

18 Exhibit _(KUA-1) 

19 

20 Q. Pteue describe tbe tbree DSM tau IIHd to eval•ate DSM proaraaas. 

21 A. All the DSM eft'ectivcDeu te1t1 are based on the compariJon of discounted present 

22 worth benefit~ to costs for a apecific DSM program. Each test is designed to measure 

21 cnatl and bGnoftta &on1 a different perspccuvc. 

24 

25 The Rate Impact Test is a measure of the expected impact on customer rates resulting 

• 4 



from a DSM program. The test statistic is the ratio of the utility's bendita (avoided 

• 2 supply COitl aDd inaeued revenues) COIDpll'ed to the utillty's costs (progr.,., costs. 

3 incentivta pakl. increued supply costs and revenue losses) A value of less than one 

4 indicates an upward preuure on rate levels as a result of the DSM program. 

5 

6 The Total Relource Cost Test meuurea tbe 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 cosu, supply costs, participant costs). 

9 

10 The Paniciputa T• meuuroa the impact of the DSM J>m.aram un the partic::1patmg 

tl customer Beneftta to tho participant may include bill reductions, incentivea paid and 

12 tax credita. Participut coati may include equipment costa, operation and maintenance 

13 expel\MI, equipment removal, etc . 

• 14 

IS Q. Wlaicll coet-effecdvaeu tat wu utililed by KUA ud FMPA ill evaluatiaa DSM 

16 p ......... ? 

17 A All three COit-eft'ec:tiveDeU te1t1 were calculated for each DSM programs analyzed and 

18 considered in our evaluation. A. a practical matter, cost-effectiveness bued upon the 

19 rate implct tat playa a critical role in uwaina the practicality of implementing any 

20 DSM pi'Op'UD. Bued on this aiteria, no DSM programs that were evaluated were 

21 considered to be cost-effective. 

22 

23 Q. Does tllia ceadude yoar direct preftled leltimoay! 

24 A Yes, it does. 

25 

• 5 
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BEFORE niE PUBLIC SERVICE COMMISSION 

• 2 KISSIMMEE UTILITY AUTHORITY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF SCOTT D. CARPENTER 

5 DOCKET NO. 980802-EM 

6 JULY 27, 1998 

7 

8 Q. Pleue state your ... e ud addreu. 

9 A. My name is Scott D. Carpenter and my business address is 11401 Lamar, Overland 

10 Park, Kansas 66211 . 

11 

12 Q. By whom are you e~aployed ud ia wlaat eapadty? 

13 A . I am employed by Black & Veatch LLP (Black&. Veatch) as a system planning and 

• 14 project analysis consultant in the Plant Services Department of the Power Division. 

15 

16 Q. Please describe your rapouibllides iD that positioa. 

17 A. As a system planning consultant for Black&. Veatch I am responsible for providing 

18 consulting services for utility and non-utility clients. lbe consulting services encompass 

19 a wide variety of services inchadina: load forecasts, conservation and demand-side 

20 management evaluations, reliability criteria and evaluations, development of generation 

21 unit addition alternatives, optimal generation expansion rr.odeling, production cost 

22 modeling, economic and financial evaluations, feasibility studies, pro fonna analysis, and 

23 power market studies. 

24 

25 

• 



Q . Please sate your ...., .... , aperieace aDd eclncadonal blckpouad. 

• 2 A. I received a Bacbelon of Science degree in electrical engineering from Iowa State 

3 University in 1992. I am a Associate Member of the Institute of Electrical and 

4 Electronics Engineers. I have been employed by Black & Veatch for over 3 years 

5 providing power system planning and independent engineering (due diligence) 

6 consultancy services for utilities located in the United States and oveneas. I have 

7 provided system plmning and/or independent engineering consulting services for several 

8 domestic utilities including: Kissimmee Utility Authority (KUA), Florida Municipal 

9 Power Agency (FMPA), Black Hills Power & Light (BHPL), San Antonio Public 

10 Service and the Kansas City Board of Public Utilities. I have provided consulting 

11 services to several ovcncas utilities including Botswana Power Corporation (BPC) 

12 located in 8o1sWIDa, Africa, and Queensland Electric Company (QEC) located in 

13 Queensland, Australia. 

• 14 

15 Q. Wlaat is dae purpose of your teltialoay iD thiJ proceediDc? 

16 A. 'The pwpose of my testimony is to address issues related to the selection of economic 

17 parametascontain.edinSubsections IA.3.1,1B.4.1 and 1C.4.1 ofExhibit_KUA-1. 

18 the Cane IslaDd 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 _KUA-1, and 

21 also discuss the financial strength of KUA with respect to the construction of Cane 

22 Island Unit 3. 

23 

24 Q. Have you preparecluy nlaibitl u part of your tadaaoay? 

25 A. Yes. I have prepared two Exhibits, Exhibit_ SDC-1 and Exhibit _ SDC-2, which 

• 2 



• 
are attached and included u pan of my testimony . 

2 

3 Q. Were aubtectiou of tbe Cue lalaad Power Park Uait 3 Need for Power 

4 Appliatioa prepared by yM or aDder your direct aupenrilioa? 

5 A. Yes. Subsections 1A.3.1, 18.4.1, 18.5.4, 18.14.0, and IC.4.1. 

6 

7 Q. Are you adoptia& tbae subaectiou u part of your tatimoay? 

8 A. Yes. I am. 

9 

10 Q. Wlaat wu tlae buil for aeledia& tbe acalatioa nta lilted iD Subseetioa IA.3.1, 

II 18.4.1, ud 1C.4.1 ofEdtlblt _KUA-11 

12 A. Escalation rates were based on an analysis of the All-Items Consumer Price Index 

13 (CPI). In general, the Consumer Price Index (CPO is a measure of the average clwlge 

• 14 in price over time in a fixed market basket of goods and services bought by consumers 

for day-to-day living. The All-Items CPI for the U.S. is the broadest, most 

• 

15 

16 comprehensive index. and is often quoted as the source for the "rate of inflation." 

17 

18 The attached Exhibit _ SOC-I presents the historical CPJ trends and was used to 

19 estimate future inflation rates. Exhibit _ SDC-1 shows historical annual percent 

20 changes in both tbe All-Items CPI and the All-Items CPJ minus food and energy goods. 

21 As indicated in Exhibit _ SDC-1, the rate of general inflation has decreased and 

22 stabilized to within a ranae of2.0- 2.5 percent. Because of this, a 2.5 percent inflation 

23 rate was assumed for the general inflation and annual capital cost escalation rates. 

24 

25 

3 
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The escalation rate for operation and maintaaDce (O&M) costs was set equal to the 

geucral inflation rate plus one-half percent The one-half percent adder was included 

to ac<:Ount for I). hip labor costs associated with increasing demand for skilled labor 

within a shrinking skilled labor pool, and 2). increased demand for combustion turbine 

components resulting from significant coincident major overbaul activities expected for 

large numbers of ageing combustion turbine based generating units. 

Q. What wu tlae bMb for telectiq tlae bOIId lP•enst, praeat worth discout, aDd 

baterest diiJ'ia& coutradioa rates lilted ill SublectioDI 1A.3.1, I 8.4.1, aDd I C.4.1? 

A. The bond interest rate was selected based on statistics provided by the Federal Reserve 

and publilbed in the Federal Reserve's H.1S release. The H.1S release is published 

weekly and contains daily interest rates for selected U.S. Treasury and private money 

market and capital market instruments. Weekly bond interest rates for the financing of 

State and local projects was collected for the period 1/97 through 6/98 and averaged 

to calculate the Bond Interest Rate. The historical data used for the analysis is 

presented in Exhibit_ SDC-2. 

The pracm worth dilc:ount rate and interest during construction interest rates were set 

equal to the bond interest rate. 

Tbe fixed charge rate was calculated based on a 30-year bond term including principle 

and interest, a 1-year debt service reserve fund, interest earnings credit based on the 

bond interest rate, a 2.9 percent bond iSSUUlCe fee, and 1 0 percent for property 

insurance. Data for bond issuance fees, property insurance and bond term were based 

on fuwlcing terms which are representative for similar municipally financed projects. 

4 



Q . Wlaat il KUA'a ftaaacial potltioa wit11 reaped to tlae efl'eet oa KUA'a debt 

• 2 coverap aableq.-t to dae coutndioa of Caae lalaad Uait 3? 

3 A. KUA is in a stron& position to finance its ownership share of Cane Island Unit 3. 

4 KUA's outstanding revenue bonds are fully insured and thus cany a AAA risk rating. 

5 KUA's debt service coverage ratio for the fiscal year ended September 30, 1997 was 

6 2.83, and has averqed 2.97 over the past three fiacal yean. While interest coverage 

7 ratios will be somewhat lower in upcoming years due to higher interest expenses, the 

8 coverage ratios are projected to sipificantly exceed KUA's minimwn wget of 1.50. 

9 KU A's self-imposed minimum target coverage is in tum higher than that defmed in the 

10 Cl.lrmlt revenue bond resolutions, which prescribe that annual net revenues not be less 

11 than 1.25 times the bond service requirement. 

12 

13 Q. Dacribe dae propoMCI World Espolidoa Ceater (Espo Ceater) developmeat. 

• 14 A. The developen of the World Exposition Center (Expo Center) are planning a major 

15 commercial development on an 800-acre site in the northwest comer ofKUA's service 

16 territory in Osceola County. The construction of this world-class, mixed-use facility is 

17 already in the planning stages and is expected to be operational in 2000. 

18 

19 Phase I of the current plan, to be completed by the fli'St part of 2000, includes a 2.4 

20 million sq ft exposition ball, I .3 million sq ft outside parking area. and a 0.6 million sq 

21 ft parkin& garage. Phase lA. to be completed by the first part of 2001. includes a 1.0 

22 million sq ft hotel, 1.3 million sq ft County convention center, and 79,000 sq ft of 

23 commercial office SJ*C. Phase li of construction will be completed during 2002-2004 

24 in stages after Phase I and lA are operational. Phase II facilities include three resort 

25 hotels totaling 1.6 million sq ft, two office buildings totaling 0 .5 million sq ft, a 
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Q. 

A. 

1.0 million sq ft retail aDd entenainment complex. a public safety facility, and 2.0 million 

sq ft of additional parlcina. 

Describe tbe data IOU'Cel ued for tile developmeat of tbc atbaatn or peak 

deaaaad ud eati'IY oftlae proposed Espo Ceatcr. 

Electric demand of the Expo Center was estimated using data compiled by the Energy 

Information Administration (EIA) contained in the most recent Commercial Buildings 

Energy Consumption (CBEC) survey. The survey is conducted every three years by the 

ElA for the purpose of developing estimates of annual peak demand and energy usage, 

per sq. ft., for various buildina activities. The last survey conducted was compiled 

during 1996. The taract populltion for the CBEC survey consists of all commercial 

buildings in the United States with more than 1,000 sq. ft. of floorspace. A commercial 

building is defined as any enclosed structure with more than 50 percent of its floorspace 

devoted to activities other than residential, industrial or agricultural uses. Major 

categories of commercial buildings tabulalcd in the repon include education. food sales, 

food service, beal1h care, Jndging, mercantile and service, office, public assembly, public 

order and safety, religious wonhip, warehouse and storage, other and vacant. 

Table 18.5-2 of Exhibit _KUA-l presents the per sq. ft. peak demand and energy 

consumption estimates derived &om the survey. Survey data was statistically analyzed 

IOd divided into 2s• percentile, median, and 75m percentile categories. For forecasting 

purposes, the 2s• percentile data was used for the low demand forecast, the median was 

used for the base demand forecast. and the 75111 percentile data was used for the high 

demand forecast. 

6 



Q . Dacrllte die •edaedolo&Y ued .. die dev.,_•t of .. , estimates of peak 

• 2 demand and eae'l)' of tbe proposed Espo Center. 

3 A. To develop the load forecast scenarios, the consumption estimates presented Table 

4 I 8.5-2 of Exhibit _KUA-1 were multiplied by the estimated square footqe of each 

5 Expo Center buildlaa 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 coiDcident with KUA's system peak demand. However, peak 

8 demmds usociated with the puking areas were excluded from the estinwe of total 

9 peak demand total based on the assumption that these demands will OCCW' after K U A· s 

10 coincident system peak demand. 

11 

12 Q. Wen aay addltioul ..... off loads, wWcll may ra•h from tile Espo Center 

11 development. lnduded Ia tbt load foreca1t? 

• 14 A. No. The Expo Center forecast only includes the projected direct loads of the Expo 

15 Center. AdditiooallOIIds can be expected &om the addition of jobs and commercial 

16 development after construction of the Expo Center begins. However, it was assumed 

17 that these additional loads would be aCcounted for, to some extent, in the high band 

18 forecast 

19 

20 Q. Doa tbb COIDplete your prefllecl testimony? 

2 1 A. Yes it does. 

22 

23 

24 

25 

• 7 
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Klala•ee Utillty Aatlaortty 
Florida Maaidpal Power Ac-cy 

Docket No. 910102-EM 
AppUcaat WttHu: Scott D. Carpeater 

!slalbtt No. __ (SDC-2) 
Pace!of~ 

Historical Maaidpal Boad laterat Rates 

Federal Raerve 8.15 Releue 

MODtbiDay/Y ear Interest Rate 

01102/1997 S.70 

01109/1997 S.71 

0111611997 S.12 

01123/1997 S.12 

01/30/1997 S.73 

02106/1997 S.10 

02113/1997 S.62 

02/21)/1997 S.S6 

02127/1997 S.6S 

03/0611997 no 
03/13/1997 S.1S 

03/20/1997 S.71 

0312711997 5.11 

04/03/1997 S.SB 

04/10/1997 s.aa 
04/17/1997 S.l7 

04124/1997 S.l7 

OS/01/1997 S.77 

OS/01/1997 '-71 

OS/IS/1997 S.67 

OS/2211997 S.66 

OS/29/1997 S.61 
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K~Mm~•ee Udlity A•IHrity 
Florlcbl M•a6dpel Power Apecy 

Docket No. ..a-EM 
A .... •t Wtc ... : Scott D. C•rpnter 

Ealtlblt No. __ (SDC·l) 
Pllaetor~ 

Hiltorical Maakipal Boad laterat Rates 

Federal ReNne H.l5 Releue 

Montb/08y/Y ear Interest Rate 

06105/1997 S.60 

06112/1997 S.S2 

06119/1997 S.41 

0612611997 S.S3 

07103/1997 S.S3 

07/10/1997 S.31 

07/1711997 S.32 

07f1A/1997 S.21 

07131/1997 S.23 

01107/1997 S.33 

01/1411997 S.42 

01/21/1997 S.43 

01121/1997 5.4S 

09104/1997 S.42 

09/11/1997 S.44 

09/11/1997 5.33 

09/2S/1997 5.36 

10/02/1997 S.34 

10109/1997 S.31 

10/1611997 S.42 

10/23/1997 S.42 

10130/1997 BS 
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~--Vdlly A•dllority 
Floridll Muldpal Power q.cy 

DocUt No. ~EM 
Applcut W..._: Scott D. c...,..ter 

E~lblt No. __ (SDC-2) 
Paa~ Jor ~ 

111ttor1ca1 Muiclplll a..d I•..,.. Rates 

FedeniRelel'\'e R.IS Release 

MontM>ay/Y ear Interest Rate 

1110611997 5.31 

11113/1997 5.34 

1112011997 5.31 

1112711997 5.29 

12104/1997 5.25 

12111/1997 5.21 

1211111997 5.17 

1212511997 5.14 

01/01/1991 5.15 

01101/1991 5.07 

01/15/1991 4.96 

0112211991 5.03 

01129/1991 5.11 

02105/1991 5.11 

02/1211991 5.01 

02/19/1991 5.07 

02126/1991 5.14 

03/0S/1991 5.25 

03/1211991 5.20 

03/19/1991 5.19 

03/2611991 5.20 

04/0211991 5.19 
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~-- Vdlhy A•lhrity 
F1orid8 Mu6dpal Power A&acY 

Dod&lt No. ~EM 
AppUcut w ..... : Seoa D. ca,..aer 

!diM No. __ (SDC-2) 
P-.tofj 

Historical Muidpal Boad laterest Rates 

Fedenl Resenre 8.15 Releue 

Montb/Day/Y ear Interest Rate 

04/09/1991 5.18 

04/16/1991 5.21 

04123/1991 S.2S 

0413011991 S.32 

OS/07/1991 S.26 

05/1411991 S.23 

OS/21/1991 5.16 

0512111991 5.13 

06104/1991 5.13 

06/11/1991 5.01 

06/1111991 S.ll 

06125/1991 5.14 
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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 

nJLY 27, 1998 

Q. Please state yoar aame ud address. 

A. My name is Ablni Kumar (Ben) Sharma and my business address is 1701 West Carroll 

Street, Kissimmee, Florida 34741. 

Q. By wllo• are yoa employed aad iD wbat capadty? 

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

Q. Pleue delcribe yHr respolllibititia iD tbat posidoL 

A. I supervise KUA 's Power Supply depanmeat The depanment currently has a staff of82 

employees and an annual operating budget of $44 million. The department consists of 

three divisions, which include the operation and mainterwlce division, system control 

division and plannina division. As part of my responsibilities, I am involved in the 

planning, pennitting and construction new generation facilities. fuel supply and 

transportation contracting, md pwchase power nqotiations and contracting. As Directo; 

of Power Supply, I am accountable to the President and General Manager and the Board 

ofDirecton on all matters concerning the department. I have held this position for nine 

years. 
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Q. Please state you profeuioul nperiace ud ed~~atioaal backpouad . 

A. I have more thin 2S years of professional engineering experience including 20 years of 

utility experience. Prior to joining KUA, I was employed by the City of Tallahassee 

Electric Department during the years 1979 throuah 1989. I began my employment with 

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

promoted to Superintendent of Planning and Engineering in 1981 and after cenain 

reorganization renamed as Superintendent of Planning in 1988. During my period of 

employment with the City of TalJab"see Electric Department, I was responsible for 

performing various pltnnina aud engineeriDa activities including preparation ofT en-Year 

Site Plans, initiation of the Jackson BluffHydro Electric Project, including completion of 

the feasibility study, acquisition of DOE grants of $1 .75 million and obtaining the 

construction and operating license from FERC. 

My background includes 4 years of experience with Southern Engineering Company of 

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

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

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

Financing Corporation (CFC) loans. 

I am a registered professional engineer in the States of Florida and Georgia. I graduated 

with a bachelors degree in electrical engineering in 1962 from 88IW'8S Engineering 

College in Banaras, India and a masters degree in electrical engineering in 1965 from the 

Georgia Institute ofT echnology in Atlanta, Georgia. 

I also serve as Chairman of Florida Gas Utility (FGU), a non-profit organization which 

2 
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procures natural gas and JDaD11C1 natural ps transponation for its members. Currently 

FGU bas 17 municipal members &Dd three full service industrial members. 

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

West. 

Q. Wlaat b tlae parpote of yoar te8dlaoay iD tbil proeeecliD&? 

A. The purpote of my tatimoDy il to provide background information about KU A· s system, 

discuss KUA's need for additiooal aeDerllin& resources IDd identify witnesses who will 

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

KUA bas provided adequate assuraces regarding available primary and secondary fuel 

to serve the propoaed ficility ODaloaa term basis at a reasonable cost, demonstrate KUA 

has provided appropriate assunnces that sufficient natural gas pipeline capacity will be 

available to tranapon natural au to the combined cycle unit, demonstrate KUA 

adequately explored IDd evaluated the availability of purchase power, and demonstrate 

that Cae lslmd Unit 3 is the most COlt effective alternative available. 

Q. Have yoa prepared uy eDibia u part of yoar teldmoay? 

A. Yes. I have prepared eiaht exhibits, Exhibits_ AKS-1 through_ AKS-8 which are 

attached and included 11 put of my testimoay. 

Q. Were dlere sabledieu of tile Cue lllaad Power Park Uail J Need for Power 

Applieatioa prepared by yH or uder yoar dlnd sapenilloa? 

A. Yes. Subsection 1B.2.0contained in Exhibit_ KUA-1 was prepared under my direct 

supervision . 
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Q. Are yoa...,... dUI•bledloll u part ofyoar testimoay? 

A. Yes, I liD. 

Q. Are there uy correctiou to tbb aubsectloa? 

A. Yea. There 11'1 10Veral typoplphical corrections lbown in Exhibii _ AKS-1 . 

Q. Please delcribe tM operadolu ofKUA. 

A. KUA's loiMl and electric:al characteristics have nwty similarities to other Peninsular Florida 

utilities. Except duriDa yean with extreme winter weather conditions, KU A's system 

pak derund occun duriaa the IUIDIDel' .months. KUA's system peak demand durina 

1997 wu 216 MW and KUA reached an all time peak demand of23S MW on June 17, 

1998 wbicb is 11 MW hiaher than the base cue projection for the 1998 swnmer peak 

dantnd 

KUA i1 a member of the Florida Municipal Power Pool (FMPP). along with Orlando 

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

RequiniDeDts Project, llld tbe Clty of Lakeland. FMPP operates u 1 power pool 

conductiq joint unit commitment and dispatch for its members. Commitment and 

dispatch la'Vices for FMPP are provided by OUC. Each member of the FMPP retains the 

responsibility of ldequatdy pllnnina its own syllem to meet Dltive load and rescr.'e 

rcquiJemeats. 

Q. PleaM dllcribe 1M ewtlaa KUA ... eratlaaayatem. 

A. KUA owns ad operate~ or bu owaenhip interest in &eneratina Wlits comprised of 

several ttdmoloaia, including nuclar, coal fired, diesel, simple cycle combustion turbine, 
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and combiDidcycle. Tlble 18.2·1 ofExhibit_KUA·I. the Crane Island Power Park 

Unit 3 Need for Power Application, provides I IUIDIIW)' of KUA'a exiltina &cneratina 

resources. The followin& ~describe KUA's generating assets and ownership 

interests in detail. 

KUA owns aDd opallel eiaht diael aenentina units rqina in qe from I 5 to 39 years. 

All of tbae diesel units are located at the Roy B. Hansel Generating Station in 

K.iuiDIIDII. Six oftbele cliacl units are fueled by natural gas with No. 2 oil as pilot oil 

while the ...,.;m,. two bum No. 2 oiJ only. The kMII nameplate e~p~eity of the eiaht 

diesels is 11.35 MW. In addition, KUA owns amd operates a natural ps fired (with No. 2 

oil as beda1p) combiDed cycle plant, which is also located 111 the Hansel site. This plant 

couiJta of a 35 MW (~)combustion turbine which provides waste beat for two 

10 MW (nunepl•) steam turbine pneraton. The total nameplate aenentina capability 

at the Hanael site is approximately 73.35 MW. 

KUA IDd FMPAare both SO perccntjoiDt ownenofCane Island Units I and 2. Unit I 

is a simple cycle Oeoera1 Electric LM6000 aeroderivative combustion turbine with a 

nameplate raUna of 42 MW. Unit 2 is a 1 x I General Electric Frame 7EA combined 

cycle with a Dameplatc rating of 120 MW. KUA's SO percent ownership share of the 

Cane IIIIDd Uakl it 81 MW (~~~mepllte). 

KUA owns a 0 .67S4 percent intercat, or 6 MW (nameplate). in Florida Power 

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

KUA also baa a4.8193 percent oWDenbip interest, or 22.3 MW (na•nepiate), in Orlando 

Utilities Commission's (OUC) Stanton Energy Center Unit I and a 12.2 percent, or 
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I 0 MW (namepllle), ofOUC'aiDdian River CGDbuation Turbine Project Units A and 8 . 

Q. Pleue deteribe KVA'• edltiai p•rclaaH power re10•rca ••d ntitlemeal. 

A. KUA ia a member of tbe florida Municipal Power Aaeocy (FMPA), a legal entity 

orpnized in 1971 and exiatina under the laws of Florida. Durin& 1913, FMP A acquired 

an 8.8060 percent (73.9 MW) wxtividcd ownership interest in Florida Power & Light's 

(FPL's) St. Lucie Unit 2 on behalf of KUA and 14 other members of FMPA. KUA's 

elditlemeat ..._ oftbis unit. bued on a power purthue contract, is 0.1282 perumt (6.9 

MW). FMPA bas allo entered into a RelilbiUty Exchange Agreement with FPL W1der 

which balf ofKUA's entitlement stwe of capacity and energy will be supplied from St. 

Lucie UDit No. I aDd half from Unit No.2. 

In addition to the above retOUn:CS, KUA purchases electric power and energy from other 

utilities. KUA bu one COidiiCt to purcbue 20 MW of firm cap~eity from OUC through 

December 2003. This contnct allo provide a for aapplementaJ purchues up to Ul 

additional SO MW iftbe cap~eity is available from OUC. KUA has a second contract with 

OUC for Stanton 2 unit power purchues. KUA ia purchasing 30 MW of this capacity 

for 1991 and 1999, and 40 MW in 2000. KUA bu a 1.80725 pen:ent (7.9 MW) 

entitlement slwe ofStmtoll1 tbrouah the FMPA Stanton Project and • 7.6628 percent 

(33.3 MW) slwe of Stanton 2 through the FMPA Stanton II Project. The Stanton 2 

perc:entl&e includes receatly acquired Homesteat and Lake Wonb shares which total 

3.831_. percent. Table 18.2-2 of Exhibit_ KUA-1 presents KUA's purchase power 

resources. 

Q. Please delcrtbe KVA '• perddpado• 18 die •eriY broker l)'ltaa. 

A. KUA is a member of the florida Reliability Coordinating Cowx:il (FRCC). The FRCC 
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hu established an energy broker system which provides economic interchange of electric 

cncraY between member utilitiea, includina KUA. KUA hu purchued and 10ld eneray 

through this broker system, IDd intmds to continue such tranSKtie>a.s whenever 

conditions are favorable. Currently, these economy transactions are conducted through 

the Florida Municipal Power Pool (FMPP). 

Q. Pleue deiCI'ibe KUA'a traaa.iuioa ayataa. 

A. Electric power and enerJY supplied from KUA-owned generation and purchased cap~eity 

is delivered tbrouah 230 kV aod 69 kV transmission lines to eight distribution substations. 

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

from the distribution substations. 

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

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

from two 230 kV lines from Cae Island, one 230 kV line &om the Taft substation, and 

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

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

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

intercorme<:tion from the Osceola substation. 

Q. Bu KUA provided adequte auuraaea reprdbaa avaUable primary aad 

seeoadary fael to aene tlae prepoMCI facility oa aloaa-term aad abort-term builat 

a reuoaable COlt? 

A. Yes, KUA bas reviewed numerous forecasts and determined that there wiU be adequate 

supply capacity for natural gas and oil to fuel the proposed combined cycle unit. KUA 
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bas reviewed the DRI natural gas forecast contained in Appendix 1 A. 9.1 of Exhibit _ 

KUA-1 . DRI projec:tl that DltUrll ps supply increues are expected to be adequate to 

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

production during the put 2 years in the United States and, (2) by 2000. pipeline capacity 

additions of S to 10 &flday from Canada, the Rocky Mountains, and the deep Gulf of 

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

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

added to the US IDirket. DRI predicts swift demand arowth actina to absorb the new 

supplies IDd gas IDIIk.ets permitting a return to a betta' balmce after 2000. DRI expects 

demand growth for 1997 to 2000 to average about 1.9 &f/day per year. 

Florida Gas TI'IDIIDission Compay (FOT) ism open access interstate pipeline company 

transporting natural ps for third pcties through its pipeline system extending from South 

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

jointly owned by Emon Corporation, the lqest integrated natural gas company in 

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

United States. 

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

• Permian Area (West Texas and New Mexico). 

• Anadarko Basin (Texas, Oklahoma and Kansas). 

• Fort Worth and East Texas Basins. 

• Arkona Buin (Oklahoma and Arkansas). 

• Texas and Louisiana Gulf Areas (Gulf of Mexico). 

• Black Warrior Basin (Mississippi and Alabama). 
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• Louisima - Mississippi - Alabama Salt Basin . 

• Mobile Bay. 

FGTs total rec:eiptpointcapKity is inexcessof3.0 billion cubic feet per day and includes 

connections with 14 interstate and 1 0 intrastate pipelines to facilitate transfers of natural 

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

Florida in excess of 1.4 billion cubic feet per day. 

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

St. Petersbura UtenJ located in northwestern Osceola County. From the custody 

metering installation at tbe delivery point, the lateral pipeline (the Cane Island Lateral) 

nms south aDd then easterly to service the existing generation facilities at the Cane Island 

site. 

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

the supply of natwal gas at the ultimate plant development 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 Intercession City Plant of Florida Power 

Corporation (FPC) bas been completed from the Cane Island Lateral. This sublateral, 

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 KUA and FMP A require the 

gas supply for operation of the Cane Island C.Cilities. 

The existing infrastructure of tbe FGT system following completion of the Phase III 
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expansion in February 1995 allows the flexibility to accommodate capacity expansion by 

an increase of mainline compression with minor loopina of lines to alleviate bottlenecks. 

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

discussed below. 

Q. Hu KUA provided appropriate Ularaaca tllat auftlcleat aatural pa pipeliae 

capacity wiD be available to traaspor1 aataral pa to tlae proposed eo•biDed cycle 

aait? 

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

capacity will be available to transport natural gas to the proposed combined cycle unit. 

We have provided appropriate assurances through several measures to ensure pipeline 

capacity is available iDcludiDg: utiliDng existing pipeline capacity, discussed with FGT 

proposed plans and capKity mauired. prepared transportation requests through the open 

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 transponation capacity. 

Q. Has KUA adeqaately esplond aad evaluated the availability of purchase power 

from c6er eleetric atilitiel aad bldepeadeat power prod•een? 

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

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

The RFP is contained in Appendix 18.16.3 in Exhibit_ KUA-1 . The comparison of 

purchase power bids included applicable transmission rates, transmission upgrade costs, 

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

including pricing tenns and flexibility, supply availability for economy transactions, 
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dispatcbability, fuel risks, transmission~ commercial viability of tec:hnolo~v and 

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

option provided costs lower than all purchase bids. 

KUA's RFP was developed by KUA aDd R. W. Beck and requested proposals for electric 

capacity and energy to satisfy up to 80 MW of KUA' s projected requirements for the 

period from 200 I tbrouab 2030. The RFP requested proposals for base, intermediate or 

peaking capKity. The minimum capacity required for bidding was I 0 MW with a 

minimum tam of three years. 

KUA received 22 proposals from 13 bidders. These proposals are summarized in 

Exhibit _AKS-2. 

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

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

chlractcristics or perfonDIDCC. The minimum requirements were delineated in a 

Minimum Requirements Form contained in Appcadix 18.16.3 in Exhibit_ KUA-1. 

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

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

proposals from PECO EDergy IDd Energy Pacific were elimin••ed for failing to meet the 

minimum requirements of the RFP. 

As a result of the Stage I evaluation, 11 bidders with 20 proposals totaling 1 ,600 MW 

were selecled for the Stage U evaluation. The 20 proposals are swnmarized in Exhibit 

1) 



• AKS-3 . 

2 

3 In the Stage Devaluation, the 11 bidders were sent clarifying questions to enable the bids 

4 to be compued on Ill equal bail. The followiDa presents a brief summary of the 

5 proposals offered by e~~eh vf the bidders. 

6 ~ hwn, IlK.. Constellation offered an 80 MW, 20 year power purchase 

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

8 County, Florida. 

9 

10 City of L•Uiall El«:trrc • "'*'· The City of Lakeland Electric 4 Water (Lakeland) 

11 offered 1n 80 MW, 10 year unit power purclwe from a coal-fi~ ABB pressurized 

12 fluidized bed (PFB) repoweriD& of Mcintosh Units 1 and 2. 

13 

• 14 LG&E ElfDD M ........ LG&E Energy Marketina proposed to sell KUA 80 MW of 

15 capKity ad associated eneraY for a term of between Sand 30 years. The capacity would 

16 be~lebetweeoamiaimumlold of 48 MW ada maximum load of80 MW. The 

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

18 power would be delivered from the FPC control area and would be supplemented by 

19 LG&E EDaJ)' Marketing's syllelll power ponfolio to make it 100 percent available. 

20 LG&E EoeraY Marketing's proposal makes two specific offers. The first is joint 

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

22 a IU'ger unit and sell LOAE Eneray MU'btina the excc11 capacity and energy. 

23 

24 NP E11nv, l11c. NP EncraY, IDe. made three proposals. The first proposal called for 

25 KUA and FMPA to construct a 240 MW unit at Cane Island. KUA would retain the 80 

• 12 



• 2 

MW requested iD the RFP IDd FMP A would retain tbe long·tenn 120 MW requested in 

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

3 period. The leCODd proposal wu to sell KUA an 80 MW Sxl6 strip on an annual basis 

4 for 10 years. Tbe third proposal was to sell KUA an 80 MW Sx 16 strip on a seasonal 

5 basis. 

6 

7 Pa• EUI'fY /,.,.,.,., l11c. Panda Energy International. Inc. proposed to sell 80 

8 MW of pmchued capacity and energy for a term of 20 years. The power would be 

9 suppliedfromaSOOMW2xl Wesrinahoue S01Fmerchantplantto be built in Fellamm, 

10 Florida and wheeled over Florida Power .t Upt•a system. 

II 

12 

13 

• 14 

Solllll~'" WlrokNk E11~'D· Southern Wholesale EneraY offered five 80 MW 

proposals. The fint three were Sx16, 7xl6 and 7x24 strips. The other two proposals 

were for peeking IDd intermediate capacity. Southern Wholesale Energy· s proposals 

• 

15 rcquimt transmission import capacity into the State. 

16 

17 Stewtut & ..,.,., /,.,.,., Stewart ct Stevenson International offered a 

18 proposal to provide a turnkey power generation project at C'ane lll1anJ In "pluascd 

19 approach. Stewart and StovcnliOn lntomational proposed to install a LM6000PO 

20 combined cycle plant aDd to convert Cane Island Unit 1 into a LM6000PD. 

21 

22 

23 

24 

25 

Ttup011 Powe,, 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 7SO MW project that Tarpon 

Power, Inc. would develop in Hardee County, Florida. The projects would use the 

Westinghouse SOlO combustion turbiDes. One proposal is for capacity from the 1.500 

13 



• 1 MW project and one from the 1SO MW project. 

2 

3 Te11tuluJ Euf'D Ptu111~n, IIU:. Tenuta EneraY Partners, Inc. proposed to provide 

4 KUA with an ownenhip lblre in the Tenub·Lakeland Combined Cycle Project. The 

5 Project would be a 2x J Weltil\lhou~e SOl 0 combined cycle located at th( Mclnto1th ~tile . 

6 Tenaska Energy Partners, Inc. offered to initially buy back 40 MW of KUA' s 80 MW 

7 oWDCrlhip shire wilh IDIIIIIUII reduction of the buy back cap~eity through the year 2007, 

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

9 

10 IIUled E~~UD SerWus. lndeck Energy Services proposed to provide KUA with 8~ 

11 MW of capacity IDd eaeray for a term of20 yean from a SOO MW combined cycle plant. 

12 Indeck Energy Services offered two options. One for municipal financing and one for 

13 private firwlcing. 

• 14 

15 ~ ElfD'D~ Propess EDergy Corporation proposed a sale of80 MW 

16 of capacity and energy for a 7 year tenn. The capacity and energy would be from a 2x 1 

17 Westinghouse SOIF combined cycle. 

18 

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

~ () with KUA ' • IICllf-bulld combined cycle uptlon for rnudclln¥ with the Sl~a¥e II Screcninl!l 

21 Model developed by R. W. Beck. The proposals evaluated are sbown in Exhlbit_AKS-

22 4. 

23 

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

25 operate a larger unit and sell LG&E Energy Marketing the excess capacity and energy 

• 14 



• 1 was judged to be DO dift'ereat that KUA 's self build option aDd was not included in the 

2 Stage II Screening Model. 

3 

4 NP Energy, inc.'s ftnt propoul to KUA, which wu for KUA lnd 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 judged to be DO different than KUA 's self build option and was not included in 

7 the Stage 0 Screeaing Model. NP Eoeqy,Inc. 's second proposal for a Sxl6 strip ofBO 

8 MW for 10 years violaled KUA 's basic RFP requirement to identify the resource that will 

9 provide the capKity and energy, but was included in the Stage II Screening Model 

10 bccau.e KUA received very few short-term bids. NP Enc:rgy, lnc. 's third proposal of a 

11 5xl6 strip oliO MW for 10 y_. on 1 NUOniJ bull alto viollled tho requirement to 

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

13 annual capacity IDd siDce NP Energy,Inc. 's second proposal was being evaluated in the 

• 14 StageD ScreeaiD& Model, NP Energy Inc.'s third proposal was not included in the Stage 

15 ll Screening Model. 

16 

17 Southern Wholesale EneraY' s five proposals involved capKity lnd eneraY that originated 

18 &om outside tbc State of Florida. Southern Wboleaale EneraY formally requested 

19 transmission from Florida Power cl Light (FPL) and Florida Power Corporation (FPC). 

20 FPC responded and denied Southern Wholesale EncraY' s request on the grounds that no 

21 

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

23 transmission llef'Vices. Therefore, the five Southern Wholesale Energy proposals were not 

24 included in the Stage 0 Screening Model. 

25 
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Tenaska EncriY Partners, Inc. proposal for KUA to participate in the Tenaska-Lakeland 

Combined Cycle Project wu DOt included in the Stage II Screening Model because 

Lakeland withdrew &om tbe Project and a replacement participant was not identified. 

The Stage II Screening Model evaluated the cost of each bid on a cumulative present 

worth basis. The evaluations were conducted over 7, 15 and 20 year periods. To 

preserve the confidential DIIUre of the pricing of the proposals, only the percentage 

differences between the self-build option and the proposals are presented. 

Exhibit_AKS-5 tJuouab Exhibit_AKS-7 present the results of the Stage II Screening 

Model. 

In addition to the Stage II ScreeniD& Model, KUA conducted a non-price evaluation of 

the proposals. A total of 40 ICOriDa poilus were assigned to tbe attributes considered in 

the nonprice evaluation. 

The results oftbe DOD-price evlluation are presented in Exhibit_AKS-8. Based on the 

results of the Stage U Screeniq Model and the non-price evaluation, in which the 

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

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

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

Q. Hu KUA adequately nplored ud evaluated the availability of purchase power 

from qaalifyiat 6ldlitiel ud ... lldiMy 11aenton? 

A. Yes. The RFP process did not exclude qualifyina facilities or non-utility aenerators. 

F unhennore, we know of no existing or pro poled qualifying facilities in KU A's service 

16 



• area. 

2 

3 Q. Does tbit complete your prefllecl tatimoay? 

4 A. Yes, it does. 
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KiuinuDee Utility AUibority 
Florida MUDic._. Power Aaency 

Docket No. 910102-EM 
Applicant Witneu: At.ni Kwn• Sharml 

Exhibit No. _(AKS-1 ) 
Pqe I of I 

Corrections to Cane Island 3 
Need for Power Application 

1. On Page 1 8 .2-2. for the line with Hansel Unit No. 8. Wlder the expected retirement 
(month/year) column, cblnae "-/98" to "01/03" . 

18 
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RFP Responses 

Number 
No. Bidder N11ae Of Biela No. 

I Constela.tion Power, lac:. I I 

2 City of Ukclad Electric I 9 
& Water 

3 LG&E Encqy MlrbciD& 2 10 

4 NP Energy, Inc. 3 II 

s Pmda Ener&Y IDtenultioaal, * · I )2 

6 Southern Wholesale EaerJy s J3 

• 7 Stewart A StevCIIIOillarauliaaal I 

• 19 

Kiyinrnec Utility Audlorily 
Florida Municipal Power Aacncy 

Dockec No. 910102-EM 
Applk,.,t WiiDell: Ablai Kumar Shlnna 

Exhibit No. _(AKS-2) 
Plae I of I 

Number 
BidderN1me Of Bids 

T.,aa Power, Inc. 2 

Tcnaska Energy Plnncrs, I 
IK. 

IDdeck EaerJy Servic:a 2 

Propeu f.aer&y Corpontion I 

PECOEaqy I 

EnerJy hc:ifk I 

Tocal Number of~ls 22 
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Kiuimmec Utility A&dbority 
Florida Municq,.l Power A&enc:y 

Docket No. 910102-EM 
Applicant Wi1neu: Ablni Kumar Sharma 

Exhibit No. _(AKS-3) 
Pile I of I 

SWDnwy ofS-.e I Evalullion 

Type of proposal cap.city 
Proposal Bidder N1111e ~ rx UttJt l'wtlttatJ (MW) 

I Ca•••llllloll Pow., Inc. Unit Pun:hate 10.0 

2 Ciey oi'LikciiDd Electric .t w.-, Unit Pwdlase 10.0 

3 LG&E EDcraY MartaiD& 
(A) .u..ivc One Unit Purc:bac' 10.0 
(8) AlllrDIIivc Two Unit Purc:bac' 10.0 

4 NP &lrJ.y, lnc. 
(A) FSO A...ual Oplion Unit PwtMse 80.0 
(B) FSO s.toa Opcioft Unit PurcMte 10.0 
CAOOpdon Unit Purchax 10.0 

5 ,...&.I)' 1-..rioeal, IDe. Unit Pwcbasc 80.0 

6 Soutbcm Wbolaalc EDcrJy 
(A) 5xl6 Scrip SyiiCIII Purdwc 10.0 
(8) 7xl6 Scrip System Purdwc 10.0 
C7x24 Strip Sys&cm Purdwc 10.0 
(D) lntcnDedi.ec PlarchMc Sys&cm Purdwc 10.0 
(E) Pakina Pwchalc Sys&cm Purdlue 10.0 

7 Slcwan & Sccvatoa lnt8Darional UnitPurcbac' 120.0 

a Tarpon Power, IDe. 
(A)TPI Unit PurdiUC ' 10.0 
(8)TP2 Unit Purchuc ' 10.0 

9 Tc:naD Ea.~)',.._.., IDe. Unit Purc:bac 1 40.0 

10 IDdldt EDirJY Services 
(A) Opcioft A Unit Purchue' 80.0 
(B)Opdon 8 Unit Purchue 10.0 

II Propas EDcrJy Cofponlioa Unit Purc:bac 10.0 

TOTAL 1,600.0 

(I) Unit purchMe otr. included lbe option for KUA ownership. 
(2) Unit pwdulle oaJy offend ownenhlp options. 
Noee: Of the 22 propouls received, 16 were lcJaa-term (more tbln 5 yars) and 6 were sbon·tenn (S 

yan or lela; 5 were~ pwc:bata and 17 were unit or plant purchases; of the 17 unit or 
plant purc:buea, aU were new unit or pa.m CODtO'UCtions; proposal 9 is initially 40 MW and 
ramps 10 10 MW by 2011 . 
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Proposal Number 

I 

2 

3(A) 

4(A) 

S(A) 

7 

I( A) 

1(8) 

• IO{A) 

IO(B) 
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Kissimmee Utility Authority 
Florida Municipal Power Aaency 

Docket No. 910102-EM 
Appticlnt Witness: Abani Kumar Sbanna 

Exhibit No. _(AKs-4) 
Pace I of I 

Proposals EvalUiled • SCqc II 

Bidder Name 

CoasteUabon Power, IDe. 

City ofl.akea.d Electrit cl Wata 

LGAE Eaqy Mllbtin& 

NP Eeer&Y. lac. 

P.ada &.1)' lntemarional, Inc. 

Stewln • SteveDIOil lntematioDal 

T.-paa Pow•, IDe. 

T11p0a Pow•, Inc. 

1..-:k Eaqy Services 

1..-:k Eaqy Services 

•Enlr&Y ,._ 
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Rank 

I 

2 

3 

4 

~ 

6 

7 

• • 
9 

10 

11 

Note: 

• 

Kissimmee Utility Authority 
Florida Municip1l Power Aaency 

Docket No. 910802-EM 
Applicut Witness: Abuli Kunw Sharma 

Exhibit No. _(AKS-~) 

Plat I of I 

Perfonunc:e of Stqe II Bidden 
7-Year Cumulative Present Wor1h 

Percent Cost Difference at Capacity Faaor 
Bidder N1me so Percent 7~ Percent 100 Percent 

KUA Self-Build Opcion - - --
NP EoeraY, Joe:. -11.64 ..(,.77 -3.52 

City ofLibiiDd Electric .t w.- 13.19 1.02 4 .70 

Propaa EMrl)' Corpcndon 21 .72 15.9~ 12.17 

Collllellldon Powtr, Inc. 31.79 29.12 22.83 

Tarpon Power, Inc. (TPI) 44.10 3~ . 12 28.85 

lndec:k EDeqy Seftic:a I O(A) 43.19 3S.73 30.44 

TllpOD Poww, Inc. ('I'Pl) 49.46 31.15 31.92 

lndec:k EDeqy Service~ I 0(8) ~1 .75 41.95 35.58 

LG&:E Enqy MRecia& 56.10 43.97 35.61 

Plllda EDeraY lntaDIIioul, Joe:. 62.73 49.36 40.65 

Positive perceDt11e diffenace for all table values represent the ~mount by which alternatives 
1re more COidy thaD 1be KUA Self-Build ODtion . 
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Rank 

I 

2 

3 

4 

5 

• 6 

7 

8 

Note: 

• 

Kisaimmec Utility Authority 
Florida Municipal Power Aaeoc:y 

Docket No. 910102-EM 
Appli<:ant Witness: Abui Kumar Sharma 

Exhibit No. _(AKS-6) 
Pap I of I 

Performance of Stage II Bidders 
IS-Year Cumulative Present Wonh 

Percent Cost Difference at Capacity Factor 
Bidder Name 

SO Percent 75 Percent 100 Percent 

KUA Self-Build Option -- --- ---
Constellation Power, Inc:. 39.51 29.37 22.83 

Tarpon Power, Inc. (TPl) 41.97 32.98 23.76 

Tarpon Power, Inc. (TP2) 46.97 32.98 29.78 

lndeck £neray Services I O(A) 45.87 36.98 31.26 

lndeck EncraY Services 10(8) 53.94 43.31 36.45 

LG&E EDersY Mlrketing 59.66 45.85 36.92 

Panda EDeraY bdematioaal, Inc. 69.18 53:96 ~4 . 11 

Positive perc:ea~~&e difreNDce for all table Vllues represent the amount by which •hcm•tivea 
are more costly thiU'IIhe KUA Self-Build Opclon . 
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Rank 

1 

2 

3 

4 

5 

6 • 7 

8 

Note: 

• 

Kiuimmec Utility AUiborily 
Florida Municipal Power A!ency 

Docket No 91010:2-EM 
Applicant Witness: Abani Kumar Sharma 

Exhibit No. _(AKS.7) 
Pia• I of I 

Performmcc of Staae II Bidden 
20-Year Cumulative Present Worth 

Percent Cost Difference at Capacity Factor 
Bidder Nae 

SO Percent 1S Pertent 100 Percent 

KUA Self-Build Opdon --- -- --·-
Constellation Power, Inc:. 39.34 29.07 22.50 

Tarpon Poww, Inc. (TP 1) 41 .01 31 .76 25.76 

Tarpon Power, IDe. (TP2) 4S.S1 3S.22 28.61 

lodeck EneraY Services 10(A) 46.87 37.61 31 .66 

lndeck EDeraY Services 1 O(B) 55.01 43.95 36.86 

LG&E EneraY MDedDa 6l.OS 46.1S 37.53 

Panda EneraY ~IDe. 71.86 SS.78 45.43 

Positive ~ clift'weDcc for all tlblc values represent the ~mount by which altematives 
.re more COitly thin the KUA Self-Build ()phon . 
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Rank 

I 

2 

3 

4 

s 
6 

• 7 

8 

9 

10 

II 

Noce: 

• 

Kissimmee Utility Aldbority 
F1orida Municipal Power A&ency 

Docket No. 910102-EM 
Appliclnt Wimeu: Abai KIIIDir SUrma 

Exhibit No. _(AKS-1) 
Paae I of I 

Non.Price Evaluation Results 

Raw Wei~Jded Percentqe Ret.bve 

Bidder Ntme Score Score Score Score 

KUA Self-Build Opdon 29.00 30.00 7S.OO -
Propas EaerJy CCirpontioa 20.00 21.00 S2.SO 30.00 

Constellation Pcnwr,IDc. 17.SO 11.34 4S.I4 31.U 

T1rp00 Pow., IDe. (TPI) 13.00 14.00 3S.OO S3.33 

TlrpOD Power, IDe. (TP2) 13.00 14.00 3S.OO 53.33 

City of Llkca.d Ellcaic A W- 13.00 13.00 32.SO S6.67 

PIDda Enqy ......... IDe. 13.00 13.00 32.SO S6.67 

lndec:k EnerJY Services 10(8) 12.00 12.00 30.00 60.>0 

lDdeck Encr&Y Services IO(A) 11 .00 11.33 21.34 62.22 

LGAE EnerJy M.utiD& 10.00 11.00 27.SI 63.33 

NP EAer&Y, IDe. 7.00 7.67 19.17 74.44 

Pcrceotl&e Seen is c:akw....., by ~idlaa Weipled Score by the toCal possible poiats (40). 
The positive I*'W*PI UDder Rel8tive Scoie iDdicale lbe depee to which che KUA Self-Build 
option bas -"'- ocher iD the non-price evahaldon. 
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BEFORE 11fE PUBUC SEll VICE COMMISSION 

• 2 KISSIMMEE UTILITY AtmiORJTY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF ROBERT G. ~ 

5 DOCKET NO. 980802-EM 

6 JULY 27, 1998 

7 

8 Q. Pleale state JOIII' UIM ud addna. 

9 A. My name ia llobert G. Miller aad my buliaea1 adclrea ia 1701 West Carron Street, 

10 K.iuimrnee, Florida 34741. 

11 

12 Q. By .no. are 1•• ,..,._, ... ud Ia wllat capacity! 

13 A. I am employed by Kiai!DIIIfle Utility Authority (KUA) u Manager of Bulk System 

• 14 Planning. 

15 

16 Q. Pleale clelcribe JHr rapoasibilidel Ia dlat potldoa. 

17 A. M Manaaer of Bulk System Planning, I have overall respoDJibility for generation and 

18 purcbue power pam"& tnnanillljon plannina. and demand side planning. M pan of 

19 my reaponlibili1ies, I develop truwniuion wbee1ing rates and auociated cost suppon 

20 schedules, perform production c:oltina of the utility' a resources, and evaluate power 

21 purcbue options. I establilbed tbe sy11em plaMing division ofKUA during 1992. As 

22 Manager ofBulk System Plumin& I am KCOUDtable to the Director of Power Supply 

23 on all matters c:onurning utility planning. I have beld the Bulk System Planning 

24 manager position for over 6 years. 

25 

• 



Q . 

• 2 A. I have over 20 yean of experieace u an el~c:al enaineer with 16 years experience in 

3 tbe electric utility iDduatry. My primary area of experieace bu been in electric utility 

4 Plannina ad iDcludel poeration expansion plunina, distribution system planning, 

5 tranamiuion plannina, load foreclfting and economic analysis. I served nine years u 

6 M•.,.... of S)'lhlll ,.., ..... for tbe JIIDiica Public Service Company where I wu 

7 

8 tranwiuioD IDd ctiluibutioo planning. and involvement with. national energy policy 

9 iJst1es. I wu subseqneatly employed u a project IJIIDIIer by the national coDJUiting 

10 firm ll W. Beck IDd Allociatea wt.e I participated in tranmiuion analyaes and power 

11 supply ltUdiel for MWral Florida aamicipal utilities aod several Caribbean countries. 

12 

13 I receMd a Muter's .... in Blec:trical ~&om the Teclmical Univenity of 

• 14 Nova Scotia, Canada u well u a Bacbelor of Science degree in Electric:al Engineering 

15 from the Uaivenity oftbe West IDdiea in tbe Caribbean. I have attended numerous 

16 trainina counes iDdudiDa an inteDaive nine week course in nuclear power plumiDg and 

17 aeneration optim1zatioD at the Argonne National Laboratory aa well u a similar 

18 prosram in eaerJY policy pluning at tbe Brookhaven National Laboratory. 

19 

20 Q. What is tile purpose of' yo•r tatimoay iD this proceedia1! 

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

22 lslaDd 3. In my ctilalllion ofKUA"a oeed for Ca~ Island 3. I williUIDIDirize the 

23 reliability cnt.ia used by KUA. lliiiUI1Irize the load forecasts developed under my 

24 direct supervision, ud demonaUate the oeed for power bued upon the reserve criteria 

25 and load forecutl. I will diiCUII KUA's conservation and demand-side IDIDI8ement 
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propama aad delcribe KUA' 1 purdlue power colltnetl. I will deacribe tbe evaluations 

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

3 discuu the consequences of delay if Cane Island UDit 3 is not installed by June 1, 2001 . 

4 I will describe the propoaed c:oatribution of Cue blud 3 on reliability and integrity of 

5 KUA's and Penjnpdar Florida's system. and abow the fUel diversity usociated with the 

6 propoled UDit addition. 1 will show that KUA bas provided assurances regarding 

7 primary and aecoadary fuel availability at a reuonable cost. I will demonstrate that 

8 KUA adequately explored and evaluated tbe availability of purchase power options. 

9 Finally, I will preaem stratep: considerations reprdiaa the installation of Cane 1m:! 

10 Unit 3. 

11 

12 Q. Have, .. prepared .., edtibits u part or yoar direct leltiJDony! 

13 A Yes. 1 have prepared three Exbibits, Exhibit _RGM-1 through Exhibit _RGM-3, 

• 14 which are attached and indnded u part of my testimony. 

15 

16 Q. Were daere S.blectiou oldie Caae bland 3 Need for Power Application 

17 prepared by y• or ..... , .. r direct 1upenrilio•! 

18 A. Yes. Subteetions lA 7.0, 18.5.1, 18.5.2, 18.5.3, 18.5 .5, 18.5.6, 18.6.0, 18.7.0, 

19 18.8.5, 18.9.0, 18.10.0,18.11.0, 18.12.01Dd lB.l3.0containedinExbibit KUA-1 

20 were prepared under my direct supervision. 

2 1 

22 Q. Are you adoptiaa tlaese Sublection1 u part of your testimony! 

23 A Yes, I am. 

24 

25 

• 3 



Q. Are dle'e UJ corncdou to tlle~e S•btecdoat? 

• 2 B. Yes, corrections have beell ideotified and induded u Exhibit _RGM-1 . The 

• 

• 

3 correctiona icleDtified are miDor Uld have no significaat impact on the content or 

4 conclusions contained in Need for Power Application. 

5 

6 Q. b tile reliability a itwiea ~ by KUA to detenaiae tlaeir aeed for Caae ldaad 

7 U•it 3 capacity ia 2001 nuoubly adequte for pluaiaa purpote~! 

8 A. Yes, KUA bu estlbliJbed proper planning criterion to maintain a reliable system for its 

9 CUJtomen Uld for Pflljn••lar Florida. KUA bu ldopted the raerve 1D1f1in criterion 

1 0 u Ill elicdve IDd ippfopriate method to provide a reliable system. The reserve margin 

II KUA ute1 for planniaa purposes is IS percent. The IS percent reserve criterion is 

12 consjstent with induluy practice for the many reliability councils and power pools 

13 throughout the Uaited Stmes Uld wu establisbed in accordance with the Florida Public 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Service Commission Rule 25-6.03S, Fla. Admin. Code. KUA will occuionally tolerate 

minor exaanions below IS perc:em if such an exausion would result in sienificant cost 

saviop. The raerve mqiD buically states that a utility will maintain capacity for its 

system IIUCh tbat an exccu of capacity is available above and beyond the anticipated 

system peak denl.lnd. Tbe raerve margin provides insurances that there will be enough 

power to aapply CUJtomen in the eveat that certain raourc:es are not available, load 

growth exceed• forecut1, or extreme weather conditiona occur. 

While some relilbility COUDCils and utilities are utilizing r!!tiltical criteria such as loss 

of load probability (LOLP) or expected UDJerVed eoergy (EVE) as additional planning 

criteria, KUA does not. Tbe uae of these statistical reliability criteria are very 

appropriate for tarae integrated systems that have relatively few interconnections 

4 



• 2 

3 

outside of the 1ty1tem beiDa modeled IUCb u is tbe cue with Peninsular Florida. For 

tbae large ialepated 1yatem1, typlc:al criteria such u one day in ten years are 

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

4 not tbe intercoDDeetioas. For smaller l)'lteml with many interconnectioDJ, the modeling 

5 of tbe aaliatance tbroup tbe iDtercoDDeetion soveras the reliability of the system. 

6 Systems, such u KUA's, have a good undentandina of the reliability and performance 

7 oftbeir OWD ayatem. AJ competition increucs, less and less information is available 

8 about their neiabboriD& &Dd competina sylteml. 'lhls it is very difficult to model the 

9 system servia& tbe imercoaDections. Tbae interc:onnections drive the system reliability 

10 for relatively IIDIII systems such u KUA's with severallipificant interconnections. 

11 Uq statistical methods for KUA'a system would be very difficult and likely lead to 

12 errooeoua reaulta. 

13 

• 14 Q. WM die KUA foncut of power deiUitd ••d eDei'JY prep•red by you or under 

15 yo•r direct supervision? 

16 A. Yes, it wu. KUA'slOid forecast wu prepared u two separate components. The first 

17 compooeot is a model-bued forecast of customer clus energy and demand 

18 requiremeata. The teCODd compooent is an inaeiDaltalload forecast associated with 

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

20 developmcat on an 800-acre lite in the northwest comer ofKUA's service us. I will 

21 be providina testimony regardiua details of the customer clau based forecasts and Mr. 

22 Scott Carpenter of Black & V Cllldl u.r will sponsor testimooy detailing the Expo Center 

23 forecast. 

24 

25 
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Q. Pleue .......nre tile INd forecast tlaat wu IUed ill..,._.i81 die llteCI for die 

• 2 CuellludUakl. 

3 A KUA prepared a 20-year load forecast to assess the need for and relative economics of 

4 the CaDe blaDd Unit 3. Over the loog-tenn growth in swnmer peak load, winter peak 

5 load aDd aet enqy for load, iDcludina the Expo Center is projected to be 4 2 percent, 

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

7 rates over tbe Jut tell yean of6.0, 4.0, ud 6.5 percent respectively for summer peak 

8 demand, wialer peak demand, and net energy for load 

9 

10 In tbe year 2001, when Cue lslaDd Unit 3 becomea operational, KU A's summer peak 

11 aDd net eoergy for load are expected to be 283 MW and I, 184 GWh. The base cue 

12 forecast that wu utilized in the planniog procea iJ shown in Exhibit _ (RGM-2) A 

13 detailed compilation ofKU A' a load forecut is provided in Subsection 1 B. 5. 0 ofE.xbibit 

• 14 KUA-1. 

IS 

16 Q. Pleue dilcuu die forecuthla procea •dlized by KUA to project cllltomer dall 

17 eaerv req•iraaatl ud .,.u. peak load. 

18 A. KUA uses a statistical bued mocWins process known as regression analysis to prepare 

19 forecasts of customer cluJ energy requirements. Regression techniques evaluates a 

20 relationship between the quantity required and several other cauutive and independent 

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

22 forecasts KUA aoalyzea ad projects the major driving facton that are related to the 

23 demMd for electricity by it1 customers. These facton iDclude demographic factors 

24 (population and c:uJtomer growth), weather impacts on loads, economic factors 

25 (employment and iocome), colllei'VIlion programs and large incremental load cbaoga 

• 6 



which may impla tbe forecut. KUA projects the clau eoei'IY requirements UJin8 

• 2 recosnized modetiDa tecbaiquelllld thea eetjmetea wiaccr IDd ••rnrner peak demands 

3 using load factor ualysis. 

4 

5 Q. Describe the foreeut mocleliac tedlaiques used by KUA. 

6 A. To estimate claa --.y requirement~ KUA Ulel tbe IWiltical mode1in& technique 

7 knows as least 1quare1 repeuion. This method is used to identify and estimate the 

8 historical relationship between eoergy coDJUmption and multiple independent 

9 demognpbic, ecoaomic IDd weam. vuiablea. In aoalyzioa the relationship between 

10 energy requiremeata and driving variables, KUA utilizes a commercially available 

I I software packap to perform lltltistica1 analysis aad prepare standardized tests of 

12 statistical significance to evaluate alternative forecaat modela. Once a model is aelected, 

13 eDei'IY forecutt are prepared UliDa the ~elected model and forecast ua•mptions for 

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

15 analyzed for reuonablenesa, compared to historical patterns and modified, if 

16 approprialebyuliD&iDformed judgement and appropriate incremental load adjtA:!ments. 

17 The forecut is adopted after review by KUA load forecasting commjnee COOiisting of 

18 upper management penonod at KUA 

19 

20 Q. Pleue dacribe die 11adldcal validation testJ that are used to ensure that the 

21 foreeutillamodeb ued bJ KUA are reliable. 

22 A. As part ofthe:forecutins proc:ess, KU A evaluates standardized statistical measurements 

23 to assess tbe: 

24 

25 a). Overall lipificaDce of the forec:ut model. 

• 7 
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• 

2 

3 

4 

b). Tbe ltllillical Mpificuce of individual drivina variables . 

c). Tbe relative ex;!lanatory performance of the model. 

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

5 The utilization of these types of teats permits tbe development of forecast models, 

6 which are statisticl1ly valid and appropriate for use in forecasting 

7 

8 It is import1at to DOte tbat 110 IIIIUer bow IOpbilticated and reliable a model appears to 

9 be bued upon biltoric:al relatiolllhips and statistical validation appears to be, a model 

I 0 is a simplification of reality and can not capture every nuance of cause and effect 

11 relations. Ill-....,., cliftinDcll betwe.lload forecuu ud actual realized loads 

12 will always occur. In addition, we live in a dynamic world where change iJ a constant. 

13 

14 

15 

The occurreoce of forecuting error is unavoidable in any statistical model and should 

be addressed tbrougb tbe UJe of leDiitivity or unceruinty analysis. 

16 Q. Aft tbe forecutiaa procasa asecl by KUA sitalar to those used by electridty 

17 providers or sllllllar size aad sltudou u KVA. 

18 A. Yea they an. Tbn ila trldeoft'bltw.l forewt methodoloiY complexity and coat 

19 consideratiooa. Simpliltic methodologies such as liDear trend forecasting are very 

20 expedient and inexpeoaive. However thia type of forecast methodology does not 

21 provide sufticiellt iDJiabt into tbe causative effects IIIOCiated with tbe demand for 

22 electricity In addition, tread models provide no logical capabilities for evaluating the 

23 potential dynamica of growth in electrical requiremenu. 

24 

25 Statiltical JDOdeling tec:bniquea, such u used by KUA and other IIDI1I to mid-sized 

8 
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• 

• 

2 

utility sylteml, are more costly to implemeDt, but IDow the analyst greater iDiiabt iD1o 

the &cton that reaDy driw tbe demand for electricity. The forecasting proceua used 

3 by KUA ltrikes an appropriate balance between cost and the level of sophistication 

4 required to reliably pllll for fUture pow. .apply requirements. Tbe tools used by KUA 

5 allow peat flexibility in uaung the impact of IIUIDei'OUS driving factors on electricity 

6 growth aod provide the ability to assess alternative growth scenarios. 

7 

8 Q. Doel die lllld fencut pi"'C** utUiled by KUA colllkler die .. jor racton dlat 

9 wiD d,...ille dlelleed for power by the year 2001. 

I 0 A. Yes it does. KUA forec:uts have considered the major demographic and economic 

11 facton, which influeDce tbe demand for electricity. We have specifically conaidered 

12 population IDd CUitomer growth. the impact of weather, the price of electricity, 

I 3 employment Ieveii, boutebold income levels, new housing starts and appliance 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

saturations in our forec:ut proc:eu. 

Q. Are tllere additioul developaaeau planned for KU A 'a service area raultina in a 

further aeed for Cue bland Ualt 3! 

A Yea. Oae IUch project is tbe propoted World Exposition Center (EKpo Ceoter), a 

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

comer ofKUA's service area. The construction of this world-class mixed-use facility 

is in tbe plannina 1t1p1 with initial operation expected in 2000. The Sl .1 billion 

developmeat will coatain numerous facilities including a 2.4 million sq. ft. exposition 

hall, a 1.3 million sq. ft. convention center, and 2.6 milUon sq. ft . of hotels. Total 

employment projectioas for the project and suppoJtina industries is nearly 30,000 jobs 

with an l!ltjm•ted payroll of $700 million. Mr. Scott Carpenter will testify to the 

9 



development oftbe project direct loads &om tbe pmject . 

• 2 

3 Developmeatl in Cealral Florida such u tbe Expo Center continue to cause growth in 

4 KUA'slei'Yice area. The Expo Center will likely have a greater direct impact on KUA's 

s power requirements than Walt Disney World, further providing a need for the timely 

6 

7 

8 Q. Wlaat are tile .aajor usamptioaa tlaat are liNd iD prepariaa tile KUA•sforecut! 

9 A Ecoaomic arowth in tbe state of Florida aeaerally exceeds that oftbe U.S. u a whole 

10 and KUA'I ICI'\'i(:e area is ODC of the futat srowi.Ds \.Ounties within the state. 

11 Ec:oaomic IDd demopapbic projections for tbe KUA area provided by the Bureau of 

12 Ecoaomic IDd Bulioeu Relarch (BEBR) substantiate the continuing development of 

13 the KUA area. Population growth projections, aDd ultimately ocw home construction, 

• 14 thoup somewhat lower than that actually experienced during the put 1 S years, 

IS oontjgae to drive the relatively tiab srowth in electricity demand projected for the KUA 

16 service area. Over the oat IS yean employmeat is projected to increase by 2.2 percent 

17 per year IDd real personal income is projected to incteue by 2. 9 percent per year. The 

18 lold foncut ia bued upoD • •aption of normal weather conditions. An additional 

19 growth factor to the load forecut is the UP!Dlption of an estimated annual rate 

20 decreue of2.S percem for all rate clusel during the 6 year period FY 1998 to 2003. 

21 Specific forecast driving variables reflecting the usumptions described above are 

22 contained in Appeodix 18.16.2 in Exhibit _KUA-J . 

23 

24 Q. Are die forecast aaa•pdoaa ued by KUA reuoaable! 

25 A. Yes they are. Tbe projectiooa for economic and demographic growth ua•mptions 

• 10 



made for tbe KUA .. are a realiltic aaario of bow tbe fUture may unfold. The 

• 2 projections have beeD provided by a credible and uabiued IOW'Ce, the BureMI of 

3 Economic aDd Business Relearch, and were prepared using logical processes and 

4 geoerally accepted metbocla. 

5 

6 Q. Pleue dacribe IIMr KUA addreues forecast aacertaiaty ia evalaatiaa die Hid 

7 for Caae IJiaad U•it 3. 

8 A. AI mentiooed earlier, forecaeting error cunot be avoided and needs to be considered 

9 in developina power raourc:e plans. The primary method for dealing with load forecast 

10 UDCertliaty ia to pnpiN altemalive forecuu by auurnina different IICtmrios of events 

11 that will impact tbe forec:ut. Tbia is preciJely tbe procecbe Uled by KUA. KUA used 

12 bip Uld low growth projections developed by BEBR to construct alternative forecast 

13 ICeDiriot broad .,...., to quaalify a aipificam amount of load forecast uncertainty. 

• 14 The proceu Uled to add.rea uncertainty iJ reasonable and supported by statistical 

15 theory tblt incljQtea tblt forecut UDCCrtaiDty will increase u the length of the forecast 

16 period iacreues. ~ 1D example, iD 1999 the UDCCrtaiDty range for the KUA summer 

17 peak lold, iDdnclq the Expo Center, is 46 MW. This uncertainty range increases to 

18 304 MWby 2010. In term1 of the Deed for capacity, KUA's raerve margjn will fall to 

19 below 1 S perc:eat iD 2001 eveo UDder the low load growth scenario and the exclusion 

20 oftbe Expo Center load without Caoe IJland Uoit 3. 

21 

22 Q. Is KUA a-alutilla UJ COIIIei'VatiH or ._aad-side maaaaemeat .,......au! 

23 A. Yes. In respoDJe to Public Service Commiuioo Docket 930SSS-EG, KUA evaluated 

24 nearly 70 proposed demand-side management meuures. As a part of that evaluation, 

25 KUA implemented a direct load coatrol program for residential customers to control 

• I I 
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3 

4 

air coaditionen, flectric water beatas, IDd e1ec::uic space beaten. The program hid 

more tblll7, 000 partidperu by tbe end of 1997 IDd bu resulted in a demand reduction 

of approximately 12 MW. 

5 A3 pan oftbe evaluation of the Deed for Cane Island Unit 3, KUA reevaluated the cost 

6 effectiveness of coDMrVItion llld demand-side IDIDIIement measures relative to any 

7 potential saviDp &om •voidiaa Cane Island Unit 3 u testified to by Mr. Bruce Knodel. 

8 The lower avoided costa of Cane Island Unit 3 resulted in nooe of the nearly 70 

9 measures beiDa COlt efteaive. Nevertheless, KUA curreatly plana to continue the 

1 0 residential direct load control program on a voluntary basil providing reduced credits 

11 for participation. KUA contim~e~ to offer free eneriY audits with about 600 audits 

12 being performed am"'ly and promotes conservation and demand-side management 

13 through munerous public education programs. 

• 14 

• 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. Pleue briefly clesaibe tlae evaluatioa proceu by which KUA determiaed that tlae 

propolld Cue ... d Uait 3 il die best •edaod or •eetial KUA •• rutare Deed ror 

reliable power. 

A. DuriDa tbe last two yean, KUA has conducted an exhaustive analysis of alternative 

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

least-cost, environmeatally respoDJible fabion. KUA's analysis, considered a multitude 

of facton indudiDg: 

a). Altemative p:oeration tecboologies and sizes. 

b). Alteraative fuel source IDd types. 

c). CompliaDce with environmental regulatioDI. 

d). Purcbue power alternatives. 

12 



.2 

3 g). UDCataiDty aod leDiitiYity IDIIysiJ. 

4 b). Fuel divenity oeedl. 

5 As pan of this proceu, KUA c:ooducted ID extensive request for proposals (RFP) for 

6 purchased power aod evaluation of the proposals received. The results of the 

7 evaluationa iDdicated that Caae IJiaDd Uait 3 with a Juoe I, 200 I commercial operation 

8 date was the leut-c:ott lona-raaae a1temative that could meet KUA's reliability 

9 requirements. Caoe IIIIDd UDit 3 wiD utilize the moll cfticient aad reliable combustion 

I 0 turbine technology c:urready io commercial operation. The hip eflk:jency of Cue 

11 Island Uait 3 euures that tbe project will remain a competitive resource if and wben 

12 deregulation occun iD Florida. 

13 

• 14 Q. Pleale describe die .. d lt.a tMt wu COIIdllded to .teter.ille IUt Cue blud 

IS Uait 3 wu die least celt ...... live fer ...U.a KUA 'a capacity reqairaaeab fo.· 

16 the ...... er or 2001. 

17 A. KUA evaluated two coal fired, four combi.oed cycle uniu, aDd four simple cycle 

18 combustion twbiDe uaiU of various liza IDd tecboologies uliDg the EGEAS optimiud 

19 generation expansion prosram. EGEAS evaluates all combination of generatin& units 

20 provided to develop the least colt expllllion plan necessary to meet ayatem 

21 requirements iochuting reserves over the 20 year planniDB period based on cuma dative 

22 present wonh COlt. 

23 

24 Q. Did EGEAS pick Cue lllud Uait 3 u die leut con alteraative. 

25 A. Yes. Exhibit _ RGM-3 shows tbe inft•llation of SO percent ownership of the SO 1 F 

• 13 



1 1x 1 combiDed cycle CaDe blaod Uait 3 in 2001 u the fint unit addition in the least cost 

• 2 expllllioD plan. 

3 

4 

s Q. Does KUA laave p•rcble power altenativa tlaat are lower ia c01t dau Caae 

6 lllalld 3. 

7 A 

8 an extealive RFP process u testified by Mr. Ben Sharma and all of these purclwe 

9 power bids were lipificaatly more expeolive than Cane Island Unit 3. 1n addition, 

10 KUA bu altntified partial requiremeots contract with Florida Power Corporation in 

11 which KUA em purdaue bue, iatermediate, and petking (:&pacity. KUA compared the 

12 cost ofCaae lllaDd Uait 3 to the stratified bue, intermediate, and peaking capacity and 

13 Cue blaDd UDit 3 wu lower in cost at all capacity factors. 

• 14 

IS Q. Wll dlere be adv_.. ..-seq••ca to KUA if Cue lllucl Uak 3 is aot iJutalled 

16 to •eet KUA's aeed fw capacity ill dae ••••er oi 2001. 

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

18 meet peak demands in the summer of200 1. 1n addition, the low cost energy produced 

19 by Cue 1JiaDd Unit 3 would Deed to be replaced with higher cost purchase power and 

20 generation resulting in higher coltl to KUA customers. 

21 

22 Q. Does KUA have a reliability aeed for die propoted Cue blaad 3 uait ia 2001! 

23 A. Yes, KUA desperately Deeds the capacity from Cane Island 3 in 2001 to maintain 

24 system reliability. AI demonstrated in Table 18.7-1 ofExhibit_KUA-1 , a significant 

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

• 14 



The Deed for power is even danonstrated UDder the low load growth scenario in 200 I 

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

3 Island Unit 3. This demoutratea tbe c:ritical neceuity of capacity required &om the 

4 proposed Cane Island 3 unit. Table 18.11-1 ofExbibit _KUA-1 presents the need 

5 for power in 2001 bued upoa the low load and energy growth scenario. 

6 

7 Q. Is the timiaa ofKUA's aeed for its proposed combiaed cycle uait appropriate! 

8 A. Yes, based upon the base case forecast of peak demands, the numerous sensitivities 

9 conducted, and the schedule required for coDJttuction, the timing is ippropriate for the 

10 installation ofCaDe lslaod Unit 3. I bave previously stated in my testimony the essential 

11 need for the proposed combined cyde unit in 2001 to maintain reserve nwgins at an 

12 adequate level. 

13 

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

IS Plant Sitiua Act IDd to order major equipment indudlOg the combustion turbine, and 

16 the schedule to construct the facility, now is the most appropriate time to pursue the 

17 need for CaDe IJiaDd Unit 3. Delays in the ordering of the combustion turbine or 

18 licensing could bave poteatially large effects u to whether the facility will be installed 

19 in time to meet peak demands for the summer of 2001 . As the schedule shown in 

20 Figure 1A.2-2 of Exhibit _KUA-1 displays, the timing for the need application is 

21 critical to the facility beiog available in June of 200 I . 

22 

23 Q. WUI the proposed co•biaed cycle •ait coatribute to the electrkalaystem 

24 reliability aad iatep'ity ofKUA aad Peailuular Florida! 

25 A. Yes, KUA must acquire additional capacity in 2001 or it will not be able to maintain 
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3 

system reserve margins. Without tbe addition of Cane Island 3 in 2001 , KUA would 

be required to purdwe power from a market where there may not be power available. 

4 The proposed combined cycle for Cue Island 3 will abo contribute to the electrical 

5 system reliability and integrity for PeninllJlar Florida. With reserve margins projected 

6 by the Florida Reliability Coordinatina Couocil' s 1997 Teo-Year Plan for Peninsular 

7 Florida at 1 S percent in the snJDtiW of200 1 after ecercisiaa all of the load management 

8 and interruptible load, tbe Deed for Cane Island Unit 3 is very weU demonstrated. The 

9 construction ofCane IIIIDd Unit 3 will lead to a more reliable Peninsular Florida system 

J 0 due to Cane llluld's intercoanectionl to the grid. 

11 

12 The proposed combiDed cycle for Cane Island 3 is a very reliable, proven source of 

13 generation that will CODtribute to system reliability and integrity. while reducing 

• 14 production COJU for poeration. 

15 

16 Q. Will dae pnp11ed CHabiaed eyde uait coatribute to tbe fuel divenity for KUA 

17 ud PaiaRiar Plorida! 

18 A. Yes. The addition of Cane Island Unit 3 would increase KUA's natural gas generation 

19 and replace more COit1y paeration resources in the region, which depend on fore1gn oil 

20 supplia, with poeration fueled by a domestically produced source offud. With n~tural 

21 gas prices expected to remain low and ample supplies available, it is apparent that 

22 natural gu ia the optimal fuel choice. In addition, the bue load natural gas fueled 

23 genentiooofCane Island Unit 3 provides protection from the impact of possible future 

24 regulations, which would reduce C02 emissions on coal fueled units. 

25 
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Q. Bu IWA pnwldtd ad .. •att au•ruee~ ... rda.l avaUable primary aad 

• 2 MCOIIdary fuel to ter¥e die propoHd facility on a lon1·term and ahort-term ba•l• 

3 at a reaaoaable coat. 

4 A. Yes, KUA bu requested &om FGT, via the open seuon, additional transportation 

5 capacity to support tbe expanded Cane Island facility. In addition, KUA is a member 

6 of Florida Gas Utilities (FGU), which is an organization that manages transponation 

7 entitlemmu for each of its members. 

8 

9 The Cane llland facility will abo be capable of burning No 2 oil as backup fuel in the 

I 0 event that natural gas would be unavailable. This provides flexibility and assurances 

11 that CIDe bland Unit 3 would be a retiable source of generation. Cane Island 3 will be 

12 able to bum No. 2 oil to provide generation to KU A customers with storage equivalent 

13 to 3 days of full load operation planned. 

• 14 

• 

15 Q. Baa KUA adequtely aplend ud eYalaated die avaiability or pardaue power 

16 , ...... ....,.. radlldelud aoa-utDity aeaeraton! 

17 A Yea. The RFP proceaa identified and dcacribed in testimony by Mr. Ben Sharma, did 

18 not exclude qualifying facilities or non-utility generators from the RFP process. 

19 

20 Q. Are tlaere additioaal ltnteak couiderations lor the iastaUatlon of Cane bland 

21 Unit 3. 

22 A. Yes. KUA must plan to provide economical and reliable electric power for its 

23 customers in today' 1 reauJatory climate u well u protect its customers from potential 

24 

25 

stranded costs in a deregulated market. Cane Island Unit 3 is the most efficient 

conunercially available generating capacity and, as such, it will be very competitive in 

17 



a deregulated market. TbiJ protects KUA' a c:uatomen from potential stranded costs 

• 2 while providing them with low cost and reliable power. 

3 

4 Q. Does tllia co.plete y•r prelllecl testilaoay! 

5 A. Yes, it does. 
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r I n UCIIIJ AlldlerttJ 
l'lertdaM ,.,..PMrerAIBKJ 

Ded&d No. ,_,2-I:M 
Appllc.- W.._: a-ben G. Mllkr 

lddllk No. __ (RGM-1) 

'•loll 

The following are correctioDJ to The Cane laland Power Park Unit 3 Need Cor Power 
Application: 

1. Change tbe retiremeat date for HanselS in Table 18.2-1 from "-/98" to "01/03". 

2. CbangetheretiremelltdatesfromHalllell4. IS. 16. 17. aod 18 in Table 18.2-1 from 
"01/02" to "01/03·. 

3. Change the Geoeration for 2002 in Table 18.11-3 from "153" to " 172". 

4. Cbaap tbe ToW R.elourcel for 2002 in Table 18.11-3 from "221" to "240". 

5 Chanae tbc Resource Margin Without Center for 2002 in Tlble 18.11-3 from "(27.1 )" 
to "(20.1)". 

6. Cbulp the Raerve Marp With Cealer for 2002 in Table 18.11-3 from "(38.3)" to 
"(33.or . 
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1991 
1999 

lOOt 
1001 
l003 
1004 
1005 
1006 
1007 
1008 

1010 
lOll 
lOll 
1013 
1014 
1015 

JCJ , n IJdlity MdleriiJ 
....... ~ .. Power~ 

Docket No. ,_2-lM 
A.pplkaat ~:~ IWia1 G. Miler 

I...WC Ne._(RGM·2) 

'•1"1 
KUA LOAD FORECAST 

lllducliDa Eapositioa c .... Loads 

224 115 991 
l36 ll7 

l83 173 
303 193 
318 307 
335 314 
346 334 
3S7 34S 
368 3S6 
380 367 

404 390 
416 401 
418 413 
440 415 
4S3 437 
466 450 

Note: Does not include reduction due to direct load control program . 
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• 

K'"' u Udlly AldMtrttJ 
flo.:MM...,.....,_~ 

Dedld No. ,_2-DI 
A.pp¥·• Willlell: a.bert G. Miller 

EDAit No. __ (RGM-3) 

'•lafl 

BueCue ... ·on Plan 

Annual 
Com 

Year Expansion plan ($1,000) 

1998 37,749 

1999 39,592 

2000 41,565 

2001 Build 501F 1x1 Combioed Cycle (118 MW)• 44,876 

2002 47,819 

2003 50,480 

2004 Build LM6000 Simple Cycle ( 17 MW)• • 54,321 

2005 Build 501G Combined Cycle (111)••• 59,446 

2006 62,019 

2007 64,872 

2008 68,078 

2009 71,234 

2010 75,102 

2011 79,089 

2012 Build 501G Combined Cycle (Ill MW)••• 84,538 

2013 88,586 

2014 93,198 

2015 97,883 

2016 102,851 

2017 108,379 

• Indicates KUA'a abare of SO percent ownership with FMPA. 
• • Assumes SO percent KUA ownenbip share. 

••• Assumes 37.5 percent KUA ownership share . 

21 

Cumulative 
Present Wonh 
(Sl,OOO) 

37,749 

75,277 

112,621 

150,838 

189,438 

228,062 

: J7,4S8 

308,323 

348,735 

388,802 

428,657 

486,168 

507,688 

547,119 

587,069 

626,749 

666,319 

705,712 

744,946 

784,133 



• 

• 

• 



• 

• 

• 

2 

3 

4 

5 

6 

7 

BEFORE 11IE FLORIDA PUBLIC SERVICE COMMISSION 

KISSIMMEE UTILITY AUTHORITY 

FLORIDA MUNICIPAL POWER AGENCY 

TESTIMONY OF ROBERT C. WILLIAMS 

DOCKET NO. 980802-EM 

JULY27, 1998 

8 Q. Please state yo•r ... e ud btllille:u addraa. 

9 A. My name is Robert C. WalliamJ. My business mailins address is 7201 Lake EUenor 

10 Drive, Ortudo, Florida 32809. 

11 

12 Q. Wbo il yHr e.ployer ud wbat positioa do you bold! 

13 A. I am employed by Florida Municipal Power Agency (FMP A) as Director of 

14 

15 

Engineering, a position I have held Iince 198 5. 

1 6 Q. Please delcribe your rapouibllidel ia that potitioa. 

17 A. As the Director of Engineering for FMP A I am responsible for conducting and 

1 8 supervilina system planning aeedJ u well u reportina to the Board. Under my direct 

1 9 supervision the necessary system planning functions are performed including: load 

20 forec:uta, system reliability criteria, transmission planning, power purchase negotiations, 

21 aDd budgeting for system operation. 

22 

23 Q. Please summarize yo•r backpoaad aad experiellce. 

24 A. I received a Bacbelors of Science degree in electrical engineering from Louisiana State 

25 University and am a licensed professional engineer in Aorida and Louisiana. 1 have 
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19 
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24 
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• 

Q. 

A. 

over 29 years of experieDce in the piiDDing, design, and operation of electric utility 

systems. 

I have been employed by FMPA since 198S u Director ofEqineering. Since joining 

FMP A, I have been active in utility groups that are responsible for coordination and 

reliability amona Florida's utilities. Tbae orpnizationa included the Florida Electric 

Power Coordinating Group(FCG) IDd the Energy Broker Network operated by FCG. 

In addition, I have participated in forming the Florida ~ility Coordinating Council 

(FRCC), one of the 10 Nonh America Electric Reliability Councils. I have previously 

prelalted testimony before tbe Florida Public Service Commiuion (FPSC). 

Prior to joiJioa FMP A in 198S, I wu employed for 14 years by Barbay Engineers, Inc. 

of Baton Roup, Loniu•, in variOUJ engineerina positions with increuing 

responaibility. 1 have also tpent two year11 with Bovay Engineers in Baton Rouge as 

priDcipal electrical engineer. 

What is tile plll'pOH of yoar tatimoay! 

The purpose of my testimony is to lddress FMP A's need for power as it relates to Cane 

Island Unit 3. In my dixusaion of FMPA's need for Cane Island Unit 3, I will 

summarize, on a state-wide buiJ, the reliability need for Cane Island Unit 3 and the 

adverse conaequt~~M:e~ if Cane Island Unit 3 is not instaUed for conunercial operation by 

June I, 200 I . I will alao summarize tbe request for propolll process that wu 

conducted to evaluate the alternatives to the construction of Cane Island Unit 3 and 

discuss the evaluation process which determined Cane Island Unit 3 was the lowest cost 

reliable alternative. 

2 



Q. Are daeft aay advene eoateqiHIICel to Peaiasular florida aad to FMPA if the 

• 2 propoted ce•billed cyde aait is 110t ce.pleted ia the time frame requested by 

3 FMPA! 

4 A. Yea, KUA, FMPA, aod Peninsular Florida will fall below their specified minimum 

5 reserve nwairu in the year 200 I if the Petitionen request is not granted. This could 

6 lead to poteDtia1 outaaes aad system failures aaou the pid, caulina major problema 

7 for power IUpplien in Peninuar Florida. The customers will suffer adverse 

8 consequences with the possibility of inadequate power supply and potentially very high 

9 colt electricity. Wdb the low reserve 1D11Jina projected for the state in 2001, the 

1 0 potcDtial for insufticieat power supplies may exist. If FMP A usumed it could obtain 

11 additional partial requirements capacity for 2001 and build the combined cycle in 

12 January 2002, the minimal impact to cumulative present wonh would be $1 .8 million 

13 dollan . 

• 14 

15 Q. Bas FMPA adequately aplored aad naluted the availability of purdaued 

16 power r .... otlaer electric lltWtielf 

17 A. Yes, FMP A iuued on May 28, 1997, a Request for Propoaa.la (RFP). for the supply of 

18 capacity and energy. The RFP was issued concurrent with a similar RFP by Kissimmee 

19 Utility Authority (KUA). The RFP resulted in 33 proposals. After extensive evaluation 

20 of the proposals, none of the proposals were deemed able to reliably meet FMP A's 

21 power requiremenu for less than the costs from Cane Island Unit 3 Funhermore, 

22 FMP A is nesotiatina with all the bidders that were deemed able to reliably supply 

23 FMP A's capacity oeedJ for capacity required in addition to Cane Island Unit 3 

24 

• 3 



Q . a. PMPA 8dequhiJ uplored aad nal•ated tile avaOabltily olpurclaue power 

• 2 from q....,.. fac:lldel ud •0111tility paenton? 

3 A. Yea. Tbe RFP proc:ea did DOt exclude qualifYina ticilities or non-utility generators. 

4 

5 Q. WW the prepoHCI eo•biaed cycle uait eoatribute to die provisioa ofadequte 

6 electricity to FMPA ud Peaiualar Florida at a reuoaable eottf 

7 A. Yea. The P dill oomb6aed cycle tecbDoloBY is highly reliable and is the most efficient 

8 of any technology in commercial operation 

9 

10 Q. Bu FMPA d•eutrated tlaat hi pn~~~oted combilled cycle ••it is the..,. cost-

11 eft'edtve alteraatlve avaBable! 

12 A. Yes, FMP A bu coaducted a thorough analysis consisting of three major areas. The 

13 first was demaad-lide "''NN""'C'" in which no alternatives were ideatified that were 

• 14 colt eft'ective. Tbe MCODd wu Ill exteftlive test of the competitive purchase power 

15 market through the RFP proceu 'The third Wll I detailed ovaluauun or ycncrallniJ urut 

I c, ahe~rnauvca uaing the EGEAS optimalgeaeratioo expansion program. In all three cues, 

17 Cane lJiaDd Unit 3 wu tbe leu& colt altemalive. 

18 

19 Q. Does tbil eomplete your prefiled tatmaoay? 

20 A. Y cs, it docs. 

21 

22 

21 

24 

25 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

KISSIMMEE UTD...ITY AUlliORITY 

FLORIDA MUNICIPAL POWER AGENCY 

TESTIMONY OF RICHARD L. CASEY 

DOCKET NO. 980802-EM 

July 27, 1998 

Q. Pleue ltate y•r aame ud busiaeu addrea. 

A. My name is Richard L. Cuey. My business mailing address is 720 I Lake Ellenor 

Drive, Orludo, Florida 32809. 

Q. Who it your naploJer a•d what positioa do you bold! 

A. I am employed by Florida Municipal Power Aseocy (FMPA) as System Planning 

Manager. 

Q. Please describe your rapoasibWtia iD tlaat position. 

A. ~ the System Plumins Manager for FMP A, I am responsible for conducting and 

supervising system planning needs. As System Planning Manager, I have 

responsibility for managing the Agency's planning functions for its expanding 1,000 

MW All-Requiremeot1 project including production of annual load forecast, annual 

reporting to regulatory bodies, transmillion plannina, denwld-side planning, and 

generation planning. I manage the development, issuance, and evaluation of requests 

for proposals involving both short-term and long-term purchases and generation 

coDIUUction options. I am also responsible for negotiation of contracts with 

succ:essful bidders. I am directly responsible for development, modeling, and 
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Q. 

A. 

production of amaiA1 O&M budgets for four of the five FMP A Projects totaling $I 00 

million. 

Please •u•.arize your backpound and uperience. 

I received a Bachelors of Science degree in electrical engineering from Lanw 

University, in Beaumont, Texas. I am a member of Institute for Electronic & 

Electrical fnsineen (IEEE). 

I have been employed by FMP A since 1993 as System Planning Manager with 

l'elpOIIIibility for manaaina PMP A' a planning functiona for ita expanding 1, 000 MW 

AU-Requirements project including production of annual load forecast, annual 

reponing to regulatory bodies, transmission planning, demand-side planning, and 

geoention plannina. I have managed the developmatt, iuuance, and evaluation of 

requesta for proposala involving both sbon-tcnn and long-term purchases and 

generation coutruction options followed by negotiation of contracts with successful 

bidders. I am directly responsible for development, modeling, and production of 

annual O&:M budgets for four of the five FMP A Projects totaling $I 00 million. I 

have served two con.secutive years as Vice-Chair and then Chainnan on Florida 

Electric Utility Coordinating Group's, System Planning Committee. 

My put experiences include serving as a Transmission Services Consultant for Texas 

Utilities FJcctric Co. which required the analysis, development, negotiation. and 

administration of various contractual arnngemeots including transmission wheeling 

service aodimerconnection agreementa, joint transmission line ownership agreements, 

and microwave interconnection agreements. 
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Q . 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Wut il die pt11p01e of yMr tatimoay! 

Tbe purpose of my testimony iJ to addreu FMP A's need for power u it relata to 

Cane Island 3. In my discussion of FMP A's need for Cane Island 3, I will describe 

FMP A's existing generation system including purchased power and transmission 

arrqemeats. I williUIIUDirize the reliability criteria Uled by FMP A, IWIUDirize the 

load forecuu developed under my direct supervision, and demonstrate the need for 

power bued upon tbe reserve aiteria and load forec:uts. I will describe the proposed 

contribution of Cue Island 3 to reliability aod integrity of FMP A's and Peninsular 

Florida • s system, and show the fuel diversity associated with the proposed unit 

addition. I will sbow that FMP A bas provided usurances regarding primary and 

secondary fuel availability at a reasonable cost. Finally, I will demonstrate FMP A 

adequateJy explored and evaluated the availability of purchased power options using 

the request for proposals process. 

Have, •• prepared aay allibiu u part or yoar direct testimoay! 

Yes. I have prepared 4 Exbibiu, Exhibit _RLC-1 through Exhibit _RLC-4, 

wbicb are attiCbed and iDcluded u pan of my testimony. 

Were dlere Sublectioaa of the Caae blaad 3 Need for Power Application 

prepared by you or aader your direct aupervilioa! 

Yea. SubleCtiona 1C.2.0, 1C.5.0, 1C.6 0, 1C.7.0, IC.I2.0, and Appendix 1C.I6.1 

contained in Exhibit _ KUA-1 were prepared under my direct supervision. 

Are yoa adoptiac tltae Sabtectiou u part of your testimoay! 

Yes, I am. 
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Q. 

A. 

Q. 

A 

Are tlaere aay corndiou to tlaae S•btediou! 

Yes, correctiou have been identified and included u Exhibit _RLC-I . The 

corrections identified are minor and have no sigaificant impact on the Need for Power 

Application. 

Pleue ••IUI"iie FMPA's ailtiaaaeaeratioa system illdudiDI purdaued 

power ud ma-iuiell arrupaaeab. 

FMP A is a project-orieDted, joint action agency where each project stands on ats own 

FMPAcumntly.bufivepowersupplyprojecu in operation: (i)tbe St. Lucie Project, 

(ii) the Stalltoll Project. (iii) the Tri-City Project, (iv) the Stanton II Project, and (v) 

the Ali-Requiremcots Project. The need for CaDe Island 3 is based upon the All­

Requiremeuu Project participants load growth and rKled for power 

Tbe All-Requirements Project wu formed on May 1, 1986, initially with five 

members and other members have joined over time. The All-Requirements Project 

partic:ipaatl DOW c:oDiilt of the City of Busbnell, City of Clewiston, Fort Pierce 

Utilities Authority, City of Green Cove Sprinp, City of Jacksonville Beach, City of 

Key West, City of Leaburg. ()(:ala Electric Utility, City of Swke, City of Vero 

8eKh, with Lake Worth Utilities plaaDed to join in 1999. Under the All­

llequiremenu Project, the At!,eDt;y currently serves all the power requirements (above 

c:at.mexduded raourca) for the 10 members. Table 1C.2-4 ofExhibit _ KUA-1 

diJplayl the exiaing All-llequiremems geoerating capacity with a total net summer 

capability of 377 MW. In addition to the existing A1J Requirements Project 

generating facilities, the All-Requirements Project Purchases firm power from All-

4 
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llequiremeab memhen with exiJtins on-system pneration. This c:apacity is shown 

in Table 1C.2-S of Exhibit KUA-1 and totals 410 MW based on net summer 

capability. 

FMP A a1Jo pun:buea firm power from the foUowing utilities: 

• 
• 
• 

LakeWonh 

GaiaelviUe aepmaJ Utilities (ORU) 

OrlaDdo Utilities CoiDJDission (OUC) 

• Tampa Electric Company (TECO) 

The firm capKily purcbued varies throup time and is shown in Table IC.2-6 of 

Exhibit_ KUA-1. FMPA lllo purclwea Panial Requirements power from Florida 

Power Corporation (FPC) and Florida Power &. Light (FPL). The firm capacity 

purchued also varies through time and is aiJo shown in Table 1C.2-6 of Exhibit_ 

KUA-1 . 

FMP A is also uegotiatioa to purcbue additional power from OUC, Lee County, The 

City ofl.U.nct, IDd TECO. Tbe projected firm purchase capacity levels are also 

shown in Table IC.2-6 ofExhibit _ KUA- 1 The projected purchases from OUC. 

Lee County, aod The City of Lakeland were the rault ofbids obtained in FMPA's 

reque1t for propoa1s (RFP) process. The projected TECO purchase is being 

negotiated outside of the bids received from the RFP process. Exhibit _RLC-2 

displays the All-Rrquiremeau Project capacity percentage by fuel type 

The capiCity and eDerJY for the All-Requiremenu Project is transmitted to the 

memben primarily utilizing the triOIIDiuion systenu of florida Power&. Light (FPL ), 

s 
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Q. 

A. 

Florida Pow• Corporation (FPC), and Orlando Utilities Commiulon (OUC). FMPA 

dividel tbe AJI....._, Projecl members U.O two cateaoriea: members located 

in tbe FPL service area (eut cities) and members located in the FPC service area 

(west cities). Network tranpniuion service for the east cities is provided under an 

emri"t .....-with FPL. FMPA bepD purdluiaa network tranwiuion JerVice 

from FPL eft'ective April I, 1996. Network li'UIImiuion for the west cities is 

provided under an qreemem with FPC. The capacity from Cane Island 3 will be 

delivered to west c:itiea tbroup FPC. 

II tile nliablleJ criteriN ued by FMPA to detenalae daeir aeed lor Caae 

ldaacl 3 capacity ia 2001 reuoaably ldeqaate for pllaaiaa purposa! 

Yea, FMP Abu eltlblilbed proper plunins aitaioD to maintain a relilble system for 

the All-Requiremenu Projea and for PeninPJiar Florida. FMP A has adopted a 

reserve 1D11Jio criterion wbicb iJ effective and appropriate for providing a reliable 

system. For pl•nnins purpotes, FMP A uses I waet raerve margin of 18 percent 

with a 1 S percem margin u tbe minimum. The reserve owgio basically states tbat a 

utility will mUntain capacity for its system sucb that an excess of capacity is availlble 

above and beyond the Ulticipaled system peak demand. The reserve margin provides 

assurances that there should be IUfticieot power to supply customers in the event that 

certain resources are DOt available, load growth exceeds forecasts, or extrane weather 

conditions occur. 

The 1 S to 18 percent reserve criterion is cooaiJtent with industry practice for the 

many reliability COUDcilJ IDd power pools tJlrousbout the United Swa. The 1 S to 

18 percent criterion is slightly more coDJerVative than Kiui~JUDee Utility Authority's 
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Q. 

A. 

Q. 

A . 

reserve criteria, but it reflects FMP A' 1 belief in providi113 a very reliable system . 

Bvtn lf'PMPA Wll'l to adopt the lower IS percent reserve margin criterion set by the 

Florida Public Service Commission in 25-6.035 (1), Florida Administrative Code, 

FMP A would still require approximately 82 MW in 2001 to meet the 1 S perceot 

criterion. 

While aome reliability councils and utilities are utilizins statistical criteria such u loss 

oflold probability (LOLP) or apocted unaerved "*IY (EUE) u additional piiJUiina 

criteria, it iJ FMP A"s position that these aiteria are not appropriate for a transmission 

dependent system IUCh u All-Requirementl Project. The LOLP is the ~ed 

IIIIIJber of daya per year wbeD the utility iJ projected to have inlufticient capacity on­

line includiDa tie-line aslistuce to meet iu peak daily load. With systems that are 

very heavily interconnected. like tbe All-Requiremenu Project, the development of 

accurate tie-lioe uliltauce values is very difficult and overwhelms the reliability 

contribution oftbe system's geaerating capacity. For these reasons FMPA does not 

use LOLP u a reliability criterion. 

Wu tbe FMPA AI-Reqllirelaeatl Project load forecast prepared by you or 

uader your direct supervilioa! 

Yes. itwu. 

Please IUIDIDarbe the load forecast that wu used ia determiaiaa tbe aeed for 

tbe Caae blaad Uait 3. 

FMP A prepared a 20-year load forecast to 111e11 the need for and relative economics 
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Q. 

A 

of the Cane IIIIDd Unit 3. Over the Ions-term. growth in summer peak load, winter 

peak load IDd net eneraY requiraneds is projected to be I . 9 percent, 2. 4 percent and 

2. 1 percellt rapec:tively. 

In the year 2001, when Cane Island Unit 3 becomes operational, the FMPA AU­

Requiremeata Project summer peak demud ud amwal net energy for load are 

expected to be 1,034 MW aad 5,194 GWH. The base cue forecast that was utilized 

in the pl•nning proc:eu is shown in Exhibit __ RLC-3. A detailed compilation of 

FMP A' a load forecut is provided in the SubJeCtion I C. S. 0 and Appendix I C. 16. 1 of 

KUA·1 . 

Please diacul tile forecutiaa procea atililed by FMP A. 

Requirement~ Project members. The forecut process includes existing All­

Requirements Project member cities and identified future cities that will become 

Project members. Forec:.uu are prepared on an individual member basis IDd then 

agrepted into projectioaa ofFMPA euergy and demand requirements. 

In preparing forecuts FMP A analyzes and projects the major driving factors that are 

related to the ct.nand for electricity by iu members. These facton include 

demographic factors (population and customer growth), weather impacts on loads, 

economic conditiona, coDJerV&tion programs and large incremental changes which 

may impact the forec:ut. FMP A projects energy required for load using recognized 

modeling tecbDiques and then esrirNteJ winter and pumner peak demands UJing load 

factor analysis. 
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Q. Describe tbe forecast modeliaa tedaaiques ued by FMPA. 

A 

Q. 

A 

To estimate All-Requirements Project member energy requirements, several relative);· 

standardized teclmiqua are utilized includiDa: 

• 
• 
• 

• 

Econometric modeling of member customer class requirements 

Agrepte econometric modeling of system requirements 

Statistical Time Series Analysis Techniques (Box Jenkins, ARIMA, 

Repeaioo) 

IDcnmentalload analysis 

• Informed Judgement 

In analyziaa the relationship between eneriY requirements and driving variables, 

FMP A utilizes a commercially available software package to perform statistical 

analysis aDd prepue ltaDdardized tests of statistical significance to evalual~ alternative 

forecut modeb. Once a model is selected, energy forecuta are prepared uling the 

selected model IDd forecut ua•mptions for driviaa variables used by the model, 

(customers, weather, economics, etc.). Forecasted energy is thea analyzed for 

reuonableneaa, compared to hiatorical patterns and modified as appropriate using 

informed judgemem aod appropriate incremental load additions or reductions. 

Pleue deleribe tbe statistical validatioa te1t1 tbat are used to euure tbat tbe 

rorecaatlaa modeb uaed by FMPA are reliable. 

As part of the foreca.ctina process, FMP A evaluates standardized statistical 

• 
• 
• 

the overall significance of the forecast model, 

the statistical significance of individual driving variables, 

the relative explanatory paformance of the model, 
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Q. 

A. 

• 
• 

the validation of model structure for complexity and dynamics . 

tbe utilization of these types of tests to permit the development of forecast 

modela, wbicb are statistically valid and appropriate for use in use in 

It is important to note that no matter how sophisticated and reliable a model appears 

to be based upon ~rical relationships and statiltical validation, a model is a 

li~on of...nty and can not capture every nuance of cause and effect relations. 

In other words, dift'ereoces between load forecasts and actual realized loads will 

always occur. In addition, we live in a dynamic world where change is a constant. 

The ocaureoce offorecvtina error is unavoidable in any statistical model and lhould 

be addreued tbroup the ue of lelllitivity or uncertainty analysis. 

Are die forecutla& proca~a used by FMPA similar to tbose uNCI by electricity 

pi"'ridenofMIIIarlileudaitadeuuFMPA! 

Yes they are. There is a tradeoff between forecast methodology complexity and cost 

coDiiderations. Simplistic methodologies such as linear trend forecasting are very 

expedieat and cheap. However this type of forecast methodology does not provide 

insight into tbe causative effects associated with the demand for electricity. In 

addition, tread models provide no logical capabilities for evaluating the potential 

dynamics of powth in electrical requirement• 

Statistical mocleliDg tedDquea, such as used by FMP A and other small to mid-sized 

utility systemS, are more costly to implement but allow the analyst greater insight into 

the factors that really drive the demand for electricity. The type vf forecasting 

processes used by FMP A strikes an appropriate bal•nc:e between cost and the level 

10 



• of sopbillication required to reliably plan for future power supply requirements. The 

2 tools utilized by FMP A allow great flexibility in usessing the impact of numerous 

3 driviDa tieton on electricity growth and provide the ability to usess alternative 

4 growth sceoarios. 

5 

6 Q. Doel die load fencut procaa utilized by FMPA couider tbe major facton tbat 

7 will detenaiae tt.e aeed for power by tbe year 2001! 

8 A. Yea it does. FMP A forecuta have considered the major demographic and economic 

9 facton, which i.Dftueoc:e the demand for electricity. We have specifically considered 

10 populaaioa IDd customer arowth, the impact of weather, the price of electricity and 

11 geoeral economic: c:ooditiou in our forecast process. 

12 

13 Q. Wut are dae IUjor .... pdou daat are ued ill prepariaa tbe FMP A forecut! 

• 14 A. FMP A forecasts conti•aed economic growth for the service territory. based largely 

15 on the projected growth in the U.S. Gross Domestic 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 is expected to remain constam throughout the forecast period. 

18 Forecuts are based upon normal weather conditions. Individual All-Requirements 

19 Project member customer projections are contained in Appendix I C 16 I . of Exhibit 

20 KUA·l 

21 

22 Q. Are tbe forecat usumptloDI used by FMPA reasonable! 

23 A Yes they are. The economic projections for inflation and GOP growtb correspond 

24 witb other pnerally recogniz.ed macro-economic projections for the economy. The 

25 projections for member customers are reasonable in ligbt ofbistorical growtb that bas 

• 11 



• occurred . 

2 

3 Q. Please delatbe Mw rMPA adcll"ffMM foncatt aiiUI'taillty ia evalaatilla die 

4 need for Cue IJiaad Uait 3. 

s A. AB meaticmed earlier, forecasting error cannot be avoided and needs to be considered 

6 in developiaa power resource plans. The primary method for dealing with load 

7 forecast UDCer1ainty is to prepare alternative forecasts by assuming different scenarios 

8 of eveou that will impact the forecast. FMP A has chosen to capture the potential 

9 levels offorecut UDCer1ainty by estab1iJbiDa baDdwidtbl around the bue cue enqy 

10 and peak dfmeud forecuta. An uoc:atainty factor of + I - S percent was selected as 

II sufficient to capture the likely level of uncertainty expected during the forecast 

12 horizon. TbiJ procedure corresponds with ltatiJtical theory that indicates tb.t, in 

13 absolute terms, the level of forecast unc:er1ainty will increase as the length of the 

• 14 forec:ut inc::reues. For example, in 1999 the uncertainty ranace for the FMP A sununer 

IS peak load is 98 MW. T1il uacenainty rqe increases to 1 1 9 MW by 20 1 0 . In terms 

16 of the need for capacity, FMP A's reserve margin will fall to below 1 S percent in 2001 

17 even under the low load srowth scenario. 

18 

19 Q. Boa FMPA laave a reliability aeecl for tbe proposed Cane bland 3 unit in 1001! 

20 A. Yes, FMP A requires the capacity from Cane Island 3 in 2001 to maintain system 

21 reliability. M demonstrated in Table 1C.7-1 of Exhibit_ KUA-1 , a adicit of 

22 approxiowely 110 MW oa::un in the year 2001 uanniag the 18 percent reserve 

23 margin and bue cue load forec:ut. The need il fi.utber demonJtrated in sensitivities 

24 to the base cue load forecast and a sensitivity to the reserve margin 

25 
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Q. 

A. 

Tbe need for power uDder the high load forecut, displayed in Table IC.Il-3 of 

Exhibit_ KUA-l , IA:NIIIy occ:urs in 2000, with approximately 2S MW necessary 

to maintain tbe 18 perc:eat reserve margin. Since no planning alternative evaluated 

would be available before 200 I, a purchase &om an existing panial requirements 

contract would be required. 

The need for power is even demonstrated under the low load grow:h scenario in 

2001 . This demollltrates the critical oecessity of capacity required from the proposed 

CaaeJ....s3 uait. Table IC.II·I ofExlibit _ KUA-1 diaplayatbeneed for power 

in 20()1 UP•ming the low load and energy growth scenario. 

FMP A abo performed alelllitivity aoa1yaia to address if the raerve margin criterion 

wu rotttiDely let at IS percent, would this delay tbe construction of the proposed 

CUe lllaDd 3 unit. M Table I C.ll-1 0 of Exhibit _ KUA-1 indicates, even under 

a lower reserve marsin criterion, the need for the proposed Cane Island 3 unit is 

demoDitlated. 

b tile timiDI oiFMPA'alleed for ita proposed co•billed cycle uit appropriate! 

Yea, baed upon the bue cue forecast of peak demands, the numerous aeuitivities 

conducted, and tbe scbedule required for construction of the unit, the timing is 

appropriate. 

I have previoully stated in my testimony the euentia1 need for the proposed combined 

cycle unit in 200 I to maintain relefVe mar(lina at an adequate level 

13 
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Q. 

A. 

Bued upon tbe lead times to obtain certification under the Florida Electric Power 

Plants Sitina Act aod to order a combustion turbine for the combined cycle, and the 

Kbedule to coDIUUCt tbe facility, now iJ the most appropriate time to pursue the need 

for Cane Is1aDd 3. Delays in the ordering oftbe combustion turbine or licensing could 

have potentially large effects as to whether the facility will be ready in time to meet 

peak demands for tbe a•I!IIIIH of2001 . A. the ICbedules shown Figure IA.2-2 of 

Exhibit_ KUA-1 display, the timing for tbe need application is critical to the facility 

being available in June of 200 I . 

Wil die proposed combiDed cyde uait contribute to the electrical system 

reliability ud iatepity of FMPA ud Paiaalllar Florida! 

Y a, PMP A IIIUit laiUife additional capacity in 2001 or it wiU not be able to maintain 

system reserve margins. WJtbout the addition of Cane Island 3 in 2001, FMP A would 

be required to purcbue power from a market where there may not be power 

available. 

The proposed combined cycle for Cane Island 3 will also contribute to the electrical 

system reliability IDd integrity for Peninsular Florida. With reserve margins projected 

by tbe Florida Retiability Coordinating Councils 1997 Ten-Year Plan for Peninsular 

Florida at I S percent in the summer of 200 I after exercising all of the load 

r:nanapment aod interruptible load, the need for Cane Island 3 is very well 

demoaatrated. The coDJtruction of Cane bland 3 will lead to a more reliable 

PeninllJlar Florida l)'lteiD due to Cane Island's interconnections to the grid. 

The propoled combined cycle for Cane Island 3 is a very reliable, proven source of 

14 



• generation that will contribute to system reliability and integrity, while reducing 

2 production COitl for poeration. 

3 

4 Q. Wil the propoMCI a.biaed cyde uait contribute to die fuel divenity for FMPA 

5 aad Peaiuela• Jllerida! 

6 A. Yes. FMP A curready bu 13 percent of its generation coming from natural gas units, 

7 with power purcbues iDduded in the mix. The addition of Cane Island 3 would 

8 iDaeue tbe natural ps gmeration to 21 percent after the addition. Natural gas 

9 would repraa the '1!" larpst percentaae of FMP A' 1 generation with purchased 

10 power at SS percent of capacity. Wrtb natural gu prices to remain low and ample 

II supplies projected. it is appara1t that natural gas is the optimal fuel choice. Exhibit 

12 _RLC-2 dilplaya FMP A All-Requirements Clplcity before the addition of Cane 

13 Island 3 in 1998 (Figure 1) and after tbe addition in 2001 (Figure 2). 

• 14 

15 The CIDe IJiuld facility will also be capable ofbuming No. 2 oil as backup fuel in the 

16 evmt that natural ps would be unavailable. This providea flexibility and usuraru:es 

17 that Cane Island 3 would be a reliable source of generation. 

18 

19 Q. lias FMPA provided aclequte auaraaca reprdiaa available primary ud 

20 secoadary fMI to aerve tlae proposed facility oa aloaa-term and sbon-term buil 

21 at a reuouble cost! 

22 A. Yes, FMPA bu requested via the opeo seuon of FGT up to 25,000 MBtu/day in 

23 addition to FMP A's curremapproximate46,000 MBtu/day FTS-1 and FTS-2 ·summer 

24 transportation entitlements to 1Upport the Cane Island facility. In addition, FMP A 

25 is a member of Florida Gas Utilities (FGU), which is an organization that manages 
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transportation eatit1emcma for cadl of its members. fMP A can schedule additional 

transportation ClpiCity &om FGU bued upon the total allocation o.- transportation 

through FGU members. 

In the ewm that natural gas would be unavailable, Cane Island 3 will be able to bum 

No. 2 oil to provide poeration to FMP A All-Requirements members with storage 

equivalent to 3 days offullload operation planned. 

Q. Bu FMPA adequtely aplored Md n .... ted tile avallabiUty or purdue 

power from odaer eleetrie •dllda! 

A. Yes, FMPA ia.aed OD May 28, 1997, a Request for Proposals (RFP), provided u 

Exhibit _RLC-4, for the 1Upply of capacity and eaergy. The RfP was ilsued 

concurrent with a similar RFP by Kissimmee Utility Authority (KUA). The 

comparison of power supply bidJ took into consideration many applicable pricing 

parameters including fixed and variable O&M charges, fuels commodity and 

transportation costs, applicable transmission rata, tranlmiuion upgrade costs, and 

system losses. Cenain non-price parameters were alto considered in the evaluation 

including contract tam, firmness of supply, commercial viability, and regulatory 

framework. 

The RFP requested proposals for the following three 120 MW blocks of capacity: 

Ctpacity 

120MW 

120MW 

120MW 

Co'll'PG"f& Service Contract Period 

December 16, 2000 Approximately S years (sbon term) 

December 16, 2001 Approxim~tely 7 yean (mid term) 

June 1, 2001 Approximately 20 years (long term) 
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FMP A received 33 proposals &om 17 bidders in response to the RFP. The capacity 

of all proposals in the initial screening phase totaled approximately 3,500 MW The 

RFP lpOCified that FMP A would consider bids in the three contract periods of 

approximately S yean, 7 years, and a minimum of 20 years. The bids received were 

grouped into the three previously mentioned categories and analyzed against the self­

build option. 

The evalualion consisted of a three stage screening analysis of the proposals. Stage 

I evaluation focused on the completeoeaa of eacb propolll packaae and aatiafact.ion 

of lpecified minialm requirement• but did net address the price and non-price 

IUbstantive criteria in each bid. 

Tbe Stap n evaluation centered primarily on the relative pricing of each proposal as 

compared to each of the other similar proposals. A busbar analysis was conducted 

to determiDe tbe cumulative present value on a SIMWh basis relative to each other on 

a similar term bid and a) for tbe sbon- and medium-term proposals, to the cost of 

purcbue power bued on projeeted market bued rates and b) for the long-term 

proposals, the colt ofFMPA's self-build project alternative 

In tbe Stap m evaluation, both price and non-price factors were considered in the 

evaluation oftbe molt competitive remaining proposals in each of the short, medium. 

and long-term categories. Non-price facton considered at this stage included 

coatrKt term, diapatcbability, exiJtina generation versus planned, ability to finance 

new facilities, fuel riJk, firmDeu of aapply, transmission capability/ availability, viability 

oftechnoloSY, environmeotal considerations, and regulatory considerations. Eacll of 
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tbele items represents an imponant risk factor in selecting both the sbon-list of 

proposals, and uJtinwdy, the companies with which fMP A desires to contract 

There were two bids that remained u potential candidates for the loq-term 

evaluation, a bid by CoDJte11ation Power Development and a bid by Tarpon Power 

PartDera. Eadl of thele bids wu ultimately rejected due to two factors; the 

tedmoloay that wu propoted and the replatory conaiderations. 

Both bids involved the construction of a new combined cycle facility using 

Weci,..._ SO 1 G COIIIbullioo turbine~. FMP A believes that the CODIUUction of a 

combiaed cycle utilirina WeatiagbouJe'a aew S01G combultion turbine repraent1 

significant risk to thetr cuatomen The SO I G technology repreaents cun.ing edge 

teclmoloaY tbat inherently is a riJky proposition for the installation in 200 I. While the 

macbiDe provides a IIDill improvemeat iD efticiency and higher output over the SO 1 F 

macbiDe selected for Cane IJiaod 3, the risk auociated with this maclline for the 

iJutallatioa in 2001 is too large for FMPA to assume. FMPA does not wish to 

QMP:\er tbe CODIIIUCtioa oftbe SO 1 G teclmology before these units have been proven 

u retilble IOUfCel of pMrllion to iuure FMP A customers have the moat reliable, 

colt effective aeneration raources available to them. 

Tbe two loDa tam bidJ that remained after the Staae Ill screening were abo 

elimjMted &om fi.uther couidenrion because they were considered merchant plants. 

The ,...watory framework for merchants planta in Florida is unclear at this juncture. 

Tbe PSC formally decided Jut year not to address the question of whether or not 

iDdepladeat power producers (IPPa) would be allowed to build "merchant plants" in 

18 
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Q. 

A. 

Q. 

A. 

Florida. Tbia decision, to not decide until later, imposes several qu~ons u to 

wbetbcr men:bants planu will be able to build in Florida and will definitely delay the 

CODitiUCtioD of IUCh ficilitia in order to meet the identified 200 I need for power. 

In summary, Cue Island 3 represenu the only long-term option available to FMP A 

and bas proven to be the most cost effective option. FMP A is currently negotiating 

with all tbe lbort IDd medium term bidden that made the shon list for purchased 

power. 

Bu FMPA adequtdy aplored ud evaluted tile availability of purcUie 

poww ,_ • ...., ... fadUU. aad ••·utiUty ... enton? 

Yea. The RFP proceu did not exclude qualifYing facilities or non-utility generators 

&om bidding. 

Yet, it doet. 
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Kissimmee Utility Authority 
Florida Municipal Power Agency 

Docket No. 980802-EM 
Applieu1t Witneu- Richard L. Cuey 

Exhibit _RLC-1 
Page 1 of I 

Corrections to Cane Island 3 
Need for Power Application 

1. On p1p IC.2-23, in column 3 oftbe table labeled Generatina Member Firm 
~ fortbe year 1998, clwlp .. 325" to "322", and change "1130" to 
"1127" in the lut column. 

2 On paac I C. S-7, on the lut paragraph first line last word, chan8e "date" to "data". 

3. On p1p 1C.7-3, in column 4 oftbCI table labeled Total Capacity (MW), for the 
year 1998, cMnp "1130" to "1127", and change "29. 81" to "29. 43" in the last 
column of the same line . 

20 



• 

• 

• 

Kiuimmee Utility Authority 
Florida Municipal Power Agency 

Docket No. 980802-EM 
Apptic:lllt Wrtne~~- Richard L. Cuey 

Exhibit _RLC-2 
Page I of I 

Capacity by Fuel Type· 1998 

Nuclear 
6% Coal 

Power 

Purch•••• 
63% 

F lgure 1 - Capacity Mbc Before Cane '-land 3 (1998) 

12% 

011 
6% 

Natural Gas 
13% 

Capacity by Fuel Type • 2001 
After Cane Island 3 

Power 
Purchases 

55% 

Nuclear 
6% 

Oil 
6% 

Figure 2 - Capacity Mix After Cane Is lind 3 (2001) 
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Kiuimmee Utility Authority 
Florida Municipal Power Agency 

Docket No. 980802-EM 
Applicant Witness- Richard L. Casey 

Exhibit _(RLC-3) 
Page I of I 

FMPA LOAD FORECAST 

4,317 
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8 Q. 

9 A. 

10 

11 

12 Q. 

13 A . 

14 

15 

16 Q. 

17 A. 

BEFORE DIE FLORIDA PUBLIC SERVICE COMMISSION 

KISSIMMEE UTD..ITY AUTHORITY 

FLORIDA MUNJCIP AL POWER AGENCY 

TESTIMONY OF DANIEL J. RUNYAN 

DOCKET NO. 980802-EM 

JULy 27, 1998 

Please state yo.r ... e ucl buillea addrea. 

My name is Daniel J. Runyan. My business mailiDa address is 1140 I Lamar. Overland 

Park. Kanau 662 I I . 

Who is yoar e.ployer ud wlaat positioa do yoa llold! 

I am employed by Black & Veatch UP (Black&. Veatch) u a system planning 

consultant in the Plant Services Department of the Power Division. 

Please describe yoar nspouibllitia ia that positioa. 

As a system planning coDJUitant for Black&. Veatch I am responsible for providing 

18 consulting services for utility and non-utility clients. The consulting services 

19 eoc:ompus a wide variety of services including: load forecasts, conservation and 

20 demand-side management evaluations, reliability aiteria and evallations, development 

21 of generation unit addition alternatives, optimal generation expansion modeling, 

22 production cost modeling, economic and financial evaluations. feasibility studies, pro 

23 forma analysis, and po·.ver market studies. 

24 

25 
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Q . 

A. 

Pleue •••aartze 1••r backpo••d ud uperieace. 

I received 1 Blcbelon of Scicuc:e degree in mechanical engineering from the 

Uaivenity of Missouri-Columbia. I have taken and puled the FE exam and am 1 

Aaoc:iate Member oftbe American Society ofMec:banical Engineers. 

I haw be.l employed by Bilek &. Veatch since 1996 u 1 system planning consultant 

in the power sector advisory services. Since that time I have provid.:d planning 

services for several projects. including many projects in Florida. I have provided 

system plannioa coDIUftina services for the foUowing Florida utilities: Kissimmee 

Utility Authority (KUA), Florida Municipal Power Agency (FMP A), Orlando Utilities 

CoDUDiuioo (OUC), Jacksonville Electric Authority (JEA), and City of Lakeland 

Electric and Water (Lakeland). In 1998 I usiJted several utilities in Florida to 

prepare their 1998 Teo-Year Site plans: including KUA, JEA, Lakeland, and OUC. 

I have extallive experience with providing consulting services using production cost 

aod optimal poeration expansion programs including POWRPRO, POWROPT, 

EGEAS, IDd PROSYM. I have had used these programs in providing services to the 

following firms: 

• 
• 
• 
• 
• 
• 
• 

Kiui"'"""' Utility Authority 

Florida Muaicipal Power Agency 

Jacksonville Electric Authority 

City of Lakeland Electric and W Iter 

Texaco 

Weatem Farmers Cooperative 

Empire Electric District 

2 



• City of Sterling, Kanau • 2 • Adamic City, Iowa 

3 • Puerto Rico Power Authority 

4 • Wyomiug Public Service Commission 

5 

6 Q. Wlaat 11 die ,...,... or ro•r testiaaHyT 

7 A. The purpose of my testimony is to address FMP A's need for power as it relates to 

8 Cane laland Unit 3. In my diJcuuion ofFMPA's need for Cane Island Unit 3, 1 will 

9 IWDIDirize tbe IIJICbocloloiY evaluations conducted to determine the lcut-colt 

10 generation alterutive for FMP A. demonstrate the proposed combined cycle is the 

11 most colt- effective alternative available, and summarize the impacts of delaying ihe 

12 constructioo oftbe Cae lslaod Unit 3. 

13 

• 14 Q. Have you prepared aay ullibiu u part of your direct testimony! 

15 A. Yes. I have prepared one Exhibit. Exhibit _DJR- 1, which is attached and included 

16 u put of my teltimoay. 

17 

18 Q. Were tbere Sublecdou of tile Caae bland Power Park Uait 3 Need for Power 

19 Applicadoa prepared by JH or allder yoar direct 18penilioa! 

20 A. Yes. Subsectiom 1C.3.0, 1C.4.0, 1C.8.0, 1C.9.0, 1C.10.0, 1C.Il.O, 1C.13 .0, and 

21 1C.14.0 in Exhibit_ KUA-1 were prepared by me or under my direct supervision. 

22 

23 Q. Are yo• adopdaatiMH S.bMctiou u part or yoa testmloay! 

24 A. Yes, I am. 

2S 
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Q . 

2 A . 

3 

4 

5 

6 Q. 

7 

Are tllere ••1 comedo• lo dlese S•blectiou! 

Yes. corrections have beeo identified and included u Exhibit _DJR-1 . The 

corrections ideotifiecl are minor and have no significant impact on the need for Cane 

laland Unit 3. 

lbJ FMPA adequlely aplored allenaadve aa~eraliaaledlaoloaia! 

Y., FMP A reviewed and evaluated severalaeneratiog teclmologies and demand-side 

8 prosrams to urive at the leut-cost cumulative present wonh plan. The evaluation 

9 enc:ompusecl demuld-lide altcmltivea, unconventional alternatives, and conventional 

10 

II colt eft'ec:tiveDeu before modeling iD detail iDa production cost model. 

12 

13 

14 

Several conventional supply-side alternatives were considered for FMP A. The size 

of the alteraldwllllected CODiidered the need for capacity and the suitability of the 

15 Cane IJiaDd lite for inltallation of the alternatives. Conventual alternatives considered 

16 for capacity npansion include: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• Pulverized coal, 

• Fluidized Bed, 

• Combined Cycle, and 

• Simple Cycle combustion turbines. 

PerformiDce IDd o.tM COlt estimates were complied for each capacity addition 

altematives. Detail~ oftbe conventual alternatives are provided in Subacction I A t1 6 

of Exhibit KUA-1 . 

FMP A conducted an evaluation of poteotiallong-term power purchase options to 

4 
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2 

3 

4 

5 

COIIIider apinet lllf-build altmlativel. AI Jicbard L. Cuey testified, none of the 

loaa-tcrm poww purcbue options were viable or lower in cost tlwl Cane Island Unit 

3. 

With the larp •amber of alternatives explored, a screening analysis wu performed 

6 to elimiute alternatives that would not be economical or feasible. Detailed 

7 procm~on colt modeling to determine the optimal expansion plan requires screening 

8 analylia to .-n computer modelina is efficient. The screenina proceu wu 

9 coaducted in two ...... Pbue I conaidered lite requirements, capital coats, and 

I 0 commercial feuibility u criteria for elimination. Based upon Phase I screening 

II analysis, only coavealioal1 alternatives remained u potential sources for self-build 

12 optiou. Pbue D acreeaina wu conducted applyina the Electric Geoeration 

13 

14 

15 

16 Q. 

E1tp1naion Analyaia System (EOEAS) developed by Electric Power Research Institute 

(EPRI). 

Baa PMPA d•eutntld .... Ia propolld co•blaed cycle ••It Ia tile •Oit c01t-

J 7 effective alterative avalable! 

18 A. 

19 

20 

Yes, FMPA bu conducted detailed analysis to determine the least-cost supply plan 

to meet the growiDa needs of its participants. To determioe the least-cost supply 

plan, FMP A utilized EGEAS to determine the best plana ranked on a cumulative 

2 J praeot worth buis. This methodology is utilized throughout the industry and 

22 conaidered 1tandard practice for economic evaluations 

23 

24 The supply-side alternatives that pused the screening analysis were include in the 

25 detailed optimization analyli1 in EGEAS Generating alternatives evaluated by 

5 
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EGEAS included two coal units, four combined cycle units, IDd 4 simple cycle 

combustion ~ uoita. Delai1a of tbe co .. IDd performance chanderiJtics are 

aiiiiDiriz8d iD Subaectiona 1A.6.6 ud 1C.9.0 of Exhibit_ KUA-1 . The plans 

4 were aaalyzed over a twenty year period from 1998 to 20 17. FMP A views this 

S plannina horizon to reftect the appropriate time interval for resource evaluation in 

6 today's eoqy market. 

7 

8 FMP A developed a bue cue economic evaluation for a bue cue sc:enario of the 

9 future, wbicb uwmed tbe bue cue FMPA All·Requiremenu load forec:ut, bue cue 

I 0 ftael price fbrecut. IDd ninjmum reserve margin of 18 percent. Based upon the cost 

11 and perfonnauc:e cbaracteriltics described in detail in Subsection 1C.9.0 and 

12 summarized in Table lC.l0-1 of Exhibit_ KUA-1, the expansion plan outlined in 

13 Table 1 C.l 0-2 ofExbibit _ KUA-1 repreaent1 tbe leut-cost plan for FMP A. The 

• 14 .,...._ idenlilea tbe propoled Cane Island 3 combined cycle u the leut-cost 

option for capacity addition in 200 1 followed by a simple cycle 7EA combustion 

turbine in 2007. 

• 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

While raourca are evaluated over a 20 year period, FMP A does not formally plan 

beyond a I 0 year period. With load growth, economic parametcn, technology 

developmem, replatory iuuea, ud all other future conditiona cbanaina rapidly it is 

Vf1Y UDCertain what fUture CODditiona will be like. Therefore, FMPA tw forecuted 

what it expects u a reasonable usumptiona for the future, but views the period 

beyond 2007 u too UDCertain to begin formal pl.umina. Because EGEAS requires 

capacity to fWfill tbe raerve margin requirements beyond the year 200 7. generating 

units were selected on the leut-colt cumulative present worth basis to f\11611 capacity 
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13 

• 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 
Q. 

requiremeDu for the eatire 20 year period. It is uncertain at this juacture if FMP A 

would coa.strua the UDita identified beyood 2007. 

FMP A performed several sensitivity IDIIyles to measure the impact of key 

UP•mpbODI OD the leut-cost plan. The seftlitivity analyses mclude: low load and 

eDeiJY powth, mplold IDd eDeiJY arowtb, low fuel price aalltion, hiab fuel price 

..,.a.tioo, asceaario where a coDJtalll dift'ereatial between natural gas/oil versus coal 

is "''intaioed over the pl1nni"1 horizon, fifteea percent reserve margin cue, IDd a 

cue where the COlt of the proposed combined cycle is increued by 20 percent. 

DetaiiJ of tbe lllllylea results are iDdicated in the need for power application in 

Sublection 1C.11 .0 ofExbibit _ KUA-1. The reiUitJ iDdicate that the proposed 

combined cycle is the leut-coat alternative in all IUIW'ios for capacity addition in 

2001 except the bisb load growth aceaario iD which two units were selected for 

instillation by EGEAS. This demonstrates the robustness of the expansion plan 

ideotified. 

FMP A bu also considered several other factors that makes the selected 50 IF 1 x 1 

proposed combined cycle tbe best alternative for capacity addition in 200 I. The SO IF 

1 x 1 combined cycle is a provea source of generation with high reliability levels and 

efficient natural gu geaeration. While several other technologies were considered, 

the SOIF 1xl combined cyde offered the best option for providing reliable and cost 

effective generation for the All-Requirements puticipanu. 

Are dlere aay advene couequeacet to FMPA cUJto•en if tile propoHCI 

combiaed qde uait is aot eotapleted ia tlae tilae frame requested? 
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A 

Q. 

A . 

Yes, KUA, FMPA, IDd Pminaalar Rorida will fall below their specified mjninaam 

reserve margins in the yar 2001 iftbe Petitiooen request is not granted. This could 

lad to potential outapaiDd system failurea acrou the grid. causina major problems 

for power suppliers in Peainsulu Florida. Tbe customers will suffer adverse 

couequeoces with the possibility of iDadequate power supply and potentially very 

biab cost electricity. With tbe low reserve margins projected for Peninsular Florida 

in 2001, the potential for insuffic:ieat power alppties may exist. lfFMPA auumed it 

could obtain additional partial requiremeau purcbues for 2001 and build the 

combined cyde in 2002, tbe minimal impact to cumulative present worth costs would 

be $1.8 million dollln. 

Does dail ce•plete JHr p1 tilled tatillloayf 

yes, it does. 
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• 

I'' ' ee UdlkJ Ai6wily 
........, ldJII..._~ 

Ded.ti!l Ne. ,_2-EM 
.AfJIIt ... W~ D..W J, a.,a 

&aiWI No. __ (DJR-1) 

Corrections to Cue IJiand 3 
Need for Power Application 

'•lafl 

I . On page 1 C. 4-3, in the lut column for the year 2017, the price of "S . 11 " should 
replace the blank. 

2. On page 1C. 10-1, in the teCODd parqrapb the second seuteoce abould have a"." 
at the end of the lellteDCe. 

3. On page 1C.10-2, in the lut paragraph the second lellteDCe sbould have a"." at 
the eod of the aemeace. 

4. On page 1C.10-6, in the fourth column for the year 1998, c:baoge "1130" to 
"1127" aDd in the lut column for the year 1998, chaoge "29.81" to "29.48". 

5 . 

6. 

On page 1 C .11-2, in the fourth columD for the year 1998, cbanse "1130" to 
"1127" aDd in the lut column for the year 1998, change "36.38" to "36.03". 

On page I C.1 0-6, in the fourth column for the year 1998, change "1130" to 
"1127" aDd in the lut column for the year 1998, cbanse "23. 44" to ''23 . 12" . 
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BEFORE 1liE PUBLIC SERVICE COMMISSION 

• 2 KISSIMMEE UTILITY AUTHORITY 

3 FLORIDA MUNICIPAL POWER AGENCY 

4 TESTIMONY OF JAMES CRAIG DUNLAP 

5 DOCKET NO. 980802-EM 

6 JULy 27, 1998 

7 

8 Q. Please state your ... e ud address. 

9 A. My name ia Junes Craia Dunlap and my business address is Ill Nonh Orange Avenue, 

10 Orlando, Florida 32801 . 

11 

12 Q. By wbom are 1• -ployed aad ia what capacity! 

13 A. I am employed by Dunlap&. Auociates, Inc. u Financial Advisor for Kissimmee Utility 

• 14 Authority (KUA) and the Florida Municipal Power Agency (FMPA). 

15 

16 Q. Pleue describe your respouibUitia in tbat potitioa. 

17 A. AI Financial Advisor for KUA and FMP A, I have overall responsibility for managing 

18 and monitoring tbe geoenl financing and bonding activities associated with large-scale 

19 projects. My primary responsibilities include development of refunding programs and 

20 assisting 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 profeuioaal aperieace aad educational bacqrouad. 

24 A. I have over 25 years of experieoce in the financing industry. In 1980, I was appointed 

25 by the Governor ofFlorida to the Municipal Advisory Council of the Division of Bond 

• 
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Q. 

A. 

Finance. I wu one of two investmeat banking repraeotatives appointed IJld served on 

the CouDc:il until 1986. I wu named A.uociate of the Year by the Florida Municipal 

Utilities Association. I received a bachelors in Business Administration from Florida 

State University and a Masters dep"ee in Business from the University ofNonh Dakota. 

I have been involved with the arrangement of financing for a wide range of municipal 

facilities including: 

a). Water & .ewer systems. 

b). Solid waste treatment facilities. 

c). General school and higher education buildings. 

d). Airport &alitia. 

e). Public power projects. 

f). Special District and capital improvement projects. 

Municipal clients I have assisted include the Cities of Boca Raton, Cocoa Beach, V ero 

Bead1, Lonaboat Key, St. Petenburg, TempleT errace, Miramar, Ft. Lauderdale, West 

Palm Beach; Tallahassee, Coral Springs, Onnand Beach, Leesburg. Naples, Jacksonville 

Beach and the City of Safety Harbor. County clients include Pasco and Broward. 

Additional c1ieaU iodude tbe Reedy Creek Improvement District, Florida Municipal 

Power Agency (FMP A), K.iuirnmee Utility Authority (KUA) New Smyrna Beach 

Utilities Commiuion and Sunshine State Governmental Financing Commission. 

What is the purpose of your teltimoay iD this proceedia1! 

TLe purpose of my testimony is to address the finm:ial feuibility of the addition of 

Cane Island Unit 3 for KUA and FMPA. 

2 



Q. Wbat, if aay, llaaadal bapaetJ will KUA aad FMPA nperieaee ia coajaactioa 

• 2 with the coutncdoa of Caae blaad 3! 

3 A. There are no adv.,. financial implicatioaa foraeen uaociated with building Cane 

4 Island Unit 3. Bond rat1nga of both utilities are projected to remain unchanged, debt 

5 service coverage is projected to be sufficient to meet bond covenants and market 

6 competitiveness will improve u biJber coat generation is displaced by more efficient 

7 generation with Cue lllaDd Unit 3. 

8 

9 Q. WiD KUA or FMPA experieaee difficulty ia obtaiaiacsufrlcieat fiaaaciac for 

10 Cue lllaad U•it 3! 

11 A. No. The bonding ability ofbotb utilities it strong. due to prudent financial ~DM~gement 

12 policies. In summary, it is my opinion that both KUA and FMP A will be capable of 

13 ftnaociaa their rllpldive portioaa of CaDe IIIIDd Unit 3. 

• 14 

• 

1 5 Q. Does tbil complete your preflled tadmoay! 

16 A. Yes, it does. 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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