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BEFORE THE FLORIDA PUBLIC SERVI CE COMMI SS lON 

DOCKET NO. 980802-EM In re: Petition to determine 
need for Cane Island Power Park 
Unit 3 a nd related facility in 
Osceola County by Kissimmee 
Utility Authority and Florida 
Municipal Power Agency. 

FILED: AUGUST 26 , 1998 

STAFF'S PREHEARING STATEMENT 

Pursuant to Order No. PSC-98-1007-PCO-EM, issued July 24, 
1998, the Staff of the Florida Public Service Commission fi les its 
Prehearing Statement. 

a. All Known Witnesses 

None. 

b. All Known Exhibits 

Composite Exhibit - Deposition Transc ripts of Ri chard Casey, 
A.K. (Ben) Sharma, Robert Miller, Myron Rollins and Craig 
Dunlap. 

c. Staff 's Statement of Basic Position 

Staff's positions are prelimina ry and based on mate ria ls filed 
by the parties and on discovery. The preliminary positions 
are offered to assit the parties in preparing for the hearing. 
Staff's final positions will be based upon all the evidence in 
the record and may differ from the prel iminary positions staed 
he rein. 

d. Staff's Position on the Issyes 

ISSUI 1; Are the reliability criteria u•ec:l by the lti••i-­
Utility Authority aDd the Florida Municipal Power Agency 
to dateratne tbe need ~or caa. I•land Unit 3 rea•onable? 

IQSITIQH; Yes. KUA's use of a 15 percent reserve marg in criterion 
is reasonable for planning purposes. fM PA' s use o f an 18 
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percent reserv~ margin criterion with a 15 percent 
m1n1mum is also reasonable for planning purposes. FMPA 
demonstrated a need for additional power in 2001 even at 
the 15 percent minimum reserve criterion. 

ISSQI 2 : I• the load ~oreca•t u•ed by the JU.••i-ee Utility 
Authority to cletezaine the Deed ~or i t• 50% ( 125 •> 
•hare o~ Cane I•land Unit 3 rea•onable? 

PQSITIQI; Yes. The base case Energy and Peak Demand forecasts used 
by KUA are reasonable. However , additiona l load 
associated with the Expo Center may cause t hese base case 
forecasts to understate future e nergy and peak demand 
requirements. 

ISSQI 3: I• the load foncut uHd by the Florida Mwlicipal Power 
A9ency to cletenaine the need ~or it• 50\ (125 •> •hare 
o~ Cane Ialand Onit 3 r-•onable? 

PQSITIQI; Yes. The base case Energy and Peak Demand forecasts used 
by FMPA are reasonable. 

ISSVI 4: Doe• the tiaat-•• Utility Authority have a need ~or 125 * o~ additional c:apaci ty in the year 2001? 

PQSITIQN: KUA has a need for additional capaci ty in the year 200 1 
to meet its reliability criterion. Whi le KUA needs only 
78 MW of additional capacity in the year 2001, KUA is 
expected to need the full 125 MW by 2003 . Further, KUA's 
125 MW share of the proposed Cane Island Unit 3 is the 
most cost-effective resource alternative available to 
meet KUA's need for capacity in 2 001. 

ISSUE 5 ; Doe• the Florida Mwlicipal Power A9ency have a need ~or 
125 * o~ ac:ldi tional capacity in the year 2001? 

PQSITIQN: Yes. FMPA has a need f o r 125 MW of additi ona l capacit y 
in the year 2001 to meet its reliability criterion. 
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ISSQI 6; Ia the tiai.Dg of the Kiaai-•• Utility Authority and 
l'lorida Municipal Po .. r Agency' • joint petition to 
c:leteaaine the need for Cane I•land Unit 3 appropriate? 

PQSITIQI; Yes . The petition was filed at the appropriate time to 
meet the planned June 1, 2001 in service date. Both KUA 
and FMPA have demonstrated a need for additional power in 
2001 t o maintain adequate reserve ma rgins. 

ISSQI 7; Will the propo•ed Cane Ialand Unit 3 contribute to the 
electric .y•t.a reliability and inteqrity of the 
Kiaai-ns Utility Authority, the l'lorida Municipal Po .. r 
Agency, and Penin•ular l'lorida? 

PQSITIQI; Yes. The additional capacity from Cane lsland Unit 3 
will enable KUA and FMPA to meet their r e serve margin 
criteria, and will contribute to maintaining a minimum 15 
percent reserve margin for Peninsular Florida. 

ISSQI 8; Will the propoaed CADe I•lanct Unit 3 contribubl to fuel 
diveraity for the Ki••i-se Utility Authority, the 
Florida Nunici~ Po .. r Aqency, and Penin•ular Florida? 

PQIIJIQI; The proposed natural gas-fired combined cycle unit will 
not contribute to fuel diversity for KUA because ove r 
half of KUA's existing generation is gas-fired . However, 
the proposed unit will contr ibute t o ~~PA's fuel 
diversity by increasing the All Requirements Project's 
gas-fired generation to 21 percent. Because the capacity 
of the proposed combined c ycle unit is small relative to 
the generat ing capacity of Peninsul ar Florida, the 
proposed unit will not material ly affect fuel diversity 
for Peninsular Florida . 

ISSUI t; AZ'e there any adver•e con•equence• to cu•toaer• of the 
ltiaai-•• Utility Authority or the Florida Municipal 
Power Aqency if Cane I•land Unit 3 i• not co.pleted in 
the U.. fr- reque•ted? 

POSITION; Yes. Both KUA and FMPA have an immediate need for 
capacity in 2001. If Cane Island Unit 3 is not completed 
on time, both utilities will be for ced to take sho rt-term 
measures to satisfy their need for electricity , suc h as 
buying replacement power from o ther uti 1 i t i es o r the 
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market. The avail ability and cost o f short - term 
purchased power is unknown . 

lSSQI 10: Ia the ~uel price ~orecaat jointly uaed by the ltia•;-•e 
Utility Autbori ty aDd tbe Florida Municipal Power A9ency 
reaaonable? 

PQSXTIQI : Yes. KUA and FMPA's joint fuel pr ice forecast s f o r coal, 
No. 16 oil, No. #2 oil , nuclear e nergy , and natura l gas 
are reasonable. 

lSSQI 11; aa,. the tiaai-•e Utility Authority and the Florida 
MDD!cipal Power A9eftcy proYided adequate aaaurance• 
r~ available priaazy aDd aecondary .~uel to aerve 
Cane leland Unit 3 on a long and ahort-tera baaia at a 
r .. aonable coat? 

IQSIZIQI; Yes. Based upon the fuel price forecast and i ts 
underlying as·sumpt ions, KUA and FMPA have pro vided 
adequate assurances regarding pr · mary and s econda ry fue l 
to serve Cane Island Unit 3 on a long-term and short -te rm 
basis at a reasonable cost. KUA and FMPA intend t o make 
contract and spot purchases of nat u ra l gas from fl o rida 
Gas Utility to provide the primary fue l t o Cane I s l a nd 
Unit 3. KUA and FM PA also p lan t o inc r e a se thei r on - s iLe 
storage capacity for No. 12 oil in order to al l ow f o r 
more than three days of full load ope rat ion o f Cane 
Island Units 1, 2, and 3 . 

ISSQE 12: Bave the ltiaai-•e Utility Authority and the Florida 
MUnicipal Power A9enoy provided appropriate aaaurancea 
that au~~icient natural 9a• pipeline capacity will be 
available to tranaport natural 9aa to the Cane leland 
Oni~ 3 aite? 

POSITIOJJ: Yes. Natural gas is supplied via a pipeline lat e ra 1 
jointly owned by KUA and FMPA and operated by florida Ga s 
Transmission (FGT}. Based on t he c apac ity o f th is 
l a tera l and FGT' s Phase I V e xpa nsi o n pl a ns , su i I i c: l ·nt 
natural gas pipeline capacity will be available t o 
transport na t ural gas to the Cane Island Unit 3 site . 
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ISSQI 13; Were the ooata of environ.ental ca~~pliance adequately 
conai~ by the Kiaainnee Utility Authority and the 
rloricla MDIU.cipal Power AtJeftc:y when they evaluated their 
future generation needa? 

POSITION : Yes. KUA and FMPA ade quately consi de r ed the cos ts o f 
e nvironmental compliance i n estima ting cost s ( o r Cane 
Island Unit 3. Further, KUA and FMPA included a 
contingency factor for inc reased e nv ironme ntal compliance 
costs in the capital cost estimate s for Unit 3 . 

ISSUI 14 ; Rave the tiaa:tnnee Utility Authority and the Florida 
MUnicipal Power Agency provided a~ficient info~tion on 
the aite, deaip aDd encJineering characteriatica of Cane 
Ialand Unit 3 to evaluate their propoaal? 

PQSITIQI; Yes . The information provided by KUA and FMPA in the 
Need for Power Application, prefiled testimony , and 
discovery responses is sufficient to evaluate a ll aspect s 
of t he proposed uni t . 

ISSQI 15 : Rave the Uae"nnee Utility Authority and the Florida 
MWU.cipal ~ AljJeDcy adequately uplored alternative 
teeeratiog ~DOlogiea to Cane Ial&Dd Unit 3? 

PQSITIQI ; Yes . KUA and FMPA examined a broad range o f po tential 
generating technologies inc ludi ng conventional, advanced, 
a nd r e ne wable tec hno l ogi e s . 

ISSUI 1§ ; Rave the ltiaeinnee Utility Authority and the Florida 
MDIU.cipal Po•u AgeDcy adequately uplored and evalut.d 
tbe aYailability of parchaaed ~ optiona, auch aa fiaa 
capacit:y pu.rcha ... frca other electric utilitiea or non­
utility generator•? 

PQSITIOH; Yes . KUA and FM PA simultane ous ly t s sued a Request f o r 
Proposals (RFP) for a lternatives t o Cane Island Unit 3 . 
KUA received 22 responses t o its RFP, wh i l e FMPA received 
33 responses . None of these proposals were mo re cos t­
effective than Cane Island Unit 3. 
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ISSUI 17: Are then any conservation -asures, inoluclin9 self­
service geDeZation, taken by or reasonably available to 
tbe ltiss•-as Utility Authority or the Florida ~icipal 
Power Agency which ai9ht ~tiqate the need ~or all or 
part of Cane I•land Unit 3? 

POSITION: No . KUA and FMPA evaluated nearly 70 DSM me a s ures , but 
no new cost-effective DSM programs we r e found whi ch woul d 
mitigate the need for Cane I sla nd Un it 3. 

ISSUI 18 : I• the adcli tion of Cane I•land Unit 3 ezpected to 
contr~te to the provi•ion o~ adequate electricity at 
rea•onable co•t for the K1••innee Utility Authority and 
the Florida MUnicipal Power Agancy? 

PQIITIQM; Ye~. Cane Island Unit 3 will provide adequate elect ric ity 
to maintain KUA's and FMPA's r eserve margin c riteria . 
The proposed unit will generate l ow- cost elec tri c ity by 
usi ng a h i gh l y effi c i e nt , p r ove n c ombine d c yc l e 
techno l ogy. 

ISSUI 19: Bas the lti•s•nn•• Utility Authority ~n•tratecl that the 
additiOD of it. 50' (125 .. , •hare of Cane I•land Unit 3 
is the .est cost-effective alternative available? 

POSl.T.l.ON : Yr>n , Nn ll FI' bl rln, IJ!IM P ' "' l' ""':j , " ' u l h et r e::~uut ce s we re 
co~L - ettec ti ve alternatives to the p roposed Cane I sland 
Unit 3 . 

ISSUI 20; Bas the Florida MUnicipal Power Agency ~n•trated that 
the addition o~ its 50' (125 NW) •hare of Cane I•land 
Unit 3 i• the mo•t co•t-e~~ective alternative available? 

POSITION : Yes . No RFP b i ds, DSM programs , o r ot her r e s ources we r e 
cos t-ef fec tive a l ternati ves to t he proposed Ca ne Island 
Unit 3. 
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ISSUI 21; What aa•ooiated facilitie• and tranaai••ion ~rov ... nt• 
are requi.Z'ecl in conjunction with the con•truction oE can. 
I•land Unit 3, and were their co•t• adequately 
con•ic:lerecl? 

PQSITIQH : The proposed Cane Island Unit 3 r e quires a t hree mile 
transmission line from the Can e Island site to 
Intercession City. The estimated costs for this 
transmission line we re inc luded in t he e v~luation of t he 
p r o posed unit. 

ISSQB 22 : Are the eoonOIIic and financial •••UJ~Ption• u•ecl by the 
Ki••1-aa Utility Authority and the rlorida Nwlicipal 
Power A9eftcy in their intecJrated r••ource planninq 
•tudie• rea•onable? 

PQSITION: Yes. The assumed escalation rates, bond interest rate, 
present wo.rth discount rate, and i nterest during 
c onstruction rate used by KUA and fMPA are reasonable. 
These rates reflect current rates and trends for 
inflation and tax-exempt debt. 

ISSUI 23; Ba8ecl on the reaolution oE the previoua Eactual and leqal 
iaauea, ahould the joi.nt petiti.on by the ltia•;-ee 
Utility Authority and tbe rlorida MUnicipal Power Aqenay 
for cleteaaination of need for Cane I•land Unit 3 be 
granted? 

PQSITIQN ; Yes . Based on the resolution of the foregoing issues , 
t he joint petition by KUA and FMPA for dete rm i nation of 
need for Cane Island Unit 3 should be granted. 

ISSUI 24: Should thi• docket be clo•ecl? 

POSITION; This docket should be closed after t he time for fi 1 i nq an 
a ppeal has run. 

e . Pending Motions 

None at this time. 
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f . Compliance with Orde r No . PSC-98 -1007 -PCO-EM 

Staff haB complied with all requirement s of the Order 
Establishing Procedure 8nt@r@d i n t hi3 docket. 

Respectfully submitted this 26th day of August, 1998 . 

FLORIDA PUBLIC SERVICE COMM ISSION 
2540 Shumard Oak Boulevard 
Gerald L. Gunter Building - Room 370 
Tallahassee, Florida 32399-0863 
(850)413-6199 
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CERTIFICATE OF SERYICE 

I HEREBY CERTIFY that one true and correct copy of Staff's 

Prehearing Statement has been furnished by U.S. Mail this 26th day 

of August, 1998, to the following: 

Young Law Firm 
I\• •Y Yo u 11q , F:squi re 
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Williams Bryant Law Firm 
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