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2 

3 

4 

5 

order . 

p R 0 C E E D I N G 

(Hearing convened at 10:00 

COMMISSIONER D·EASON: Call 

Can I ha ve the Notice read, 

MR. KEATING: Pursuant to 

s 

a.m .) 

the hearing to 

please. 

Notice iss ued 

6 February 14, 1999, th is time and place has been se t 

4 

7 for a hea r i ng in Docket No. 99002 3-EM, I n re, petition 

8 by City of Lakeland for determinat i on of need for 

9 Mcintosh Unit 5 a nd proposed c onve rsion from s imple to 

10 combined cycle. 

11 COMMISSIONER DEASON: Thank you. Take 

12 appearances. The light " off " to be " o n . " 

13 MR. YOUNG: Tha t s hould be o n. Okay. Thank 

14 you. My name is Roy Young. I ' m representi ng the City 

15 of Lakela nd i n thi s matter. 

16 MR. KEATING: Cochra n Keating representing 

17 the Commission Staff. 

18 COMMISSIONER DEASON: Okay . Mr. Keating, 

19 what' s the firs t order of busi ness as we are s upposed 

20 to inquire a s to whether t here a r e any members of the 

21 public here to testify? 

22 MR. KEATING: That's correct. ou r Notices 

2 ~ provide that any members of the public wh o would like 

24 to prov i de sworn testimony s hould appear at t he 

25 beginning of the hearing. r think now would be a n 

FLORI DA PUBLIC SERVICE COM.MISSION 
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1 appropriate time to find out if there is anybody here . 

2 COMMISSIONER DEASON: Very well . Let me 

3 inquire then, are there any members of the public who 

4 wish to avail themselves the opportunity to address 

5 the Commission on this matte r at the beginning of 

6 today•s hearing? Let the record reflect that there 

7 are no individuals present from the public who wish to 

8 testify. 

9 MR. KEATING: Commissioners, a s the 

10 prehearing order indicates, Lakeland has adopted 

11 Staff ' s position on all of the issues and Staff i s 

12 prepared to r ecommend approval o f thos e pos i tions. 

13 There are no intervenors in the doc ket, so I believe, 

14 if none of you have any questions or any 

15 cross-examination for any particular wi tness or 

16 witnesses, we recommend that the prefiled testimony be 

17 moved into the record. 

18 COMMISSIONER DEASON: Well , of course, I 

19 guess we can -- we will be moving the tes timony 

20 regardless if the r e are or are not questions, but a ll 

21 the witnesses are here and present, is t hat --

22 

23 

MR. YOUNG: Yes, sir. 

COMMISSIONER DEASON: Ready to testify if 

24 ne ed be? Okay. 

:!5 Let me ask my fell ow Commissioners the n, do 

FLORIDA PUBLIC SERVICE COMM ISSION 
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1 you wish to ask questions o f all or some of the 

2 witne sses as -- and have them take the s tand? 

3 COMMISSIONER CLARK: I don 't know if I have 

4 to ask questions of witnesses , but I do have - - the 

5 testimony, a s I read it, indicated that there is a 

6 nee d in 2002 for reliability purposes. That there ' s a 

7 15% -- testimony of the wi tness was the reserve margin 

8 falls below 15% in 2002, ye t your position says it ' s 

9 not needed fo r reli~bility purposes . 

10 MS. HARLOW: Commissioner, Staff looked at 

11 the r eliability need wi thout the FMPA contract and 

12 that is how we developed our positi on . That contract 

13 wa s signed i n December of 1998 and the petition c ame 

14 in soon after that . And it was Staff's opin ion that 

15 we should look at the need based on our retai l need, 

16 and when we did t hat , we looked a t it and found that 

17 need would be out in Year 2003 . The plant would be in 

18 service on January 1, 2002 . 

19 COMMI SSIONER CLARK: How do we look at other 

20 plants? I thought when we look at other plants that 

21 other companies tend t o build we take into account 

22 their wholesale load. 

23 I MS. HARLOW: The reason that Staff looked at 

24 the reliability need without the contract wa s because 

25 of the timing of the signing ~f the cont ract. That it 

FLORIDA PUBLIC SERVICE COMM ISSION 
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1 was so soon compared to when the -- when the need 

2 petition was filed . So we looked at it i n both way s . 

3 The reliability need that the companies cited was six 

4 megawatts and tha t wa s in the year 2002. It wa s a 

5 

6 

7 

8 

9 

10 

winter need . 

contract, with 

planned, there 

year 2003 . 

The 

manner, which 

When we looked at i t without the 

the retireme nts that the c ompany 

was a 13-megawatt need and that was 

other reason we l o oked at it i n that 

is as you stated, d if ferent than 

11 sometimes when Staff looks at these , i s that we 

12 noticed that there were two ret iremen ts t ha t the 

13 company planned, Mcintosh 1 and 2, whi c h whe n we 

14 looked at the Ten Year Site Plan, Mcintos h 1 was 

15 planned for r e tirement in 2004. Mc intosh 2 wa s 

in 

16 planned for retirement in 2006 . When we looked at the 

17 need petition, those ret i reme nt s h ad been moved up t o 

18 2002 and 2004. 

19 We spoke to Black & Veatc h and they s aid 

20 that they ran an e c onomic ana l ysis on that a nd they 

21 felt comfortable that that was the correct time. 

22 Although, of course, that ' s an art t o dec ide when to 

23 retire a plant, but they were com f ortabl e wi th that. 

24 COMMISSIONER CLARK: You me an, it wa s - -

25 they were comfortable with ret i ring them at tha t point 

FLORI DA PUBLI C SERVICE COMMI SS ION 



1 because by using this plant to bac k out those plants 

2 it ' s a more cost- effective alte r native? 

3 

4 

5 

MS. HARLOW: Yes, ma ' am . 

COMMISSIONER CLARK: Okay . 

COMMISSIONER DEASON: We need t o have 

6 testimony inserted into the record; is that correc t ? 

7 MR. KEATING: Yes, sir, if we 're ready at 

8 this time. 

9 COMMISSIONER DEASON: Okay . Al l of the 

10 witnesses are lis ted on Page 5 of the Prehea ring 

11 Order? 

12 MR. KEATING: That ' s corr ect . Witnesses 

13 Robert G. Siegel, Paul H. Elwing, Ga ry T. Lawrence , 

14 Rolando Sanz-Guerrero, Daniel J. Runyan, Myron R. 

15 Rollins and David H. McLain. 

16 COMMISSIONER DEASON: And Staff ' s movi ng 

8 

17 that prefiled tes timony for all of the named witnesses 

18 be inserted i nto the record? 

19 

20 

MR. KEATING : Yes . 

COMMISSIONER DEASON: Without o b jection, 

21 s how that that testimo ny is inserted . Is there a n 

22 objection? 

23 COMMISSIONER CLARK: No . No. 'Phe re ' s no 

24 objection . But I noticed the re was a typo that I 

25 t hink needs to be corrected because it makes -- it 

FLORIDA PUBLIC SERVICE COMMI SSION 



1 says "omitted" instead of "emitted" and I think that 

2 needs to be changed. And I think it ' s on Pag e 12 of 

3 Mr . Elwing ' s? 

9 

4 MR. YOUNG : Mr . Chairman, we have an exhibit 

5 that I think Mr. Keating will be addressing, or I will 

6 be addressing, which is the witnesses' affidavit 

7 affirming the correction, not only of their prefiled 

8 testimony and e xhibits, but the corrections to their 

9 testimony. 

10 

11 

COMMISSIONER CLARK: Oh , okay . 

COMMISSIONER DEASON: Well, that than moves 

12 us then into the identification of exhibits. 

13 MR. KEATING: I believe -- I ' 11 go a head and 

14 at this time ask that the aff i davits that Mr. Yo ung 

15 just referred to be identified as Exhibit 1. I 

16 believe everybody should have a copy of that. And 

17 that --

18 COMMISSIONER DEASON: The affidavits will be 

19 identified as Composite Exhibit 1 . 

20 MR. KEATING: And that can be titled 

21 Affidavits Affirming Correctness of Prefiled Test i mony 

22 and Exhibits. And we would r e quest that that exhibit 

23 be moved into the record . 

24 COMMISSIONER DEASON: Withou t objection, 

25 s how that exhibit is admitted. 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 (Exhibit 1 marked f or identification and 

2 received in e vidence.) 

3 MR. KEATING: As to the other exhibits , 

4 those that were filed with the prefiled testimony o f 

5 the witnesses , those are listed, I believe, on Pages 9 

6 and 10 of the Prehearing Order. If we can mark those 

7 now for identification. 

8 COMMISSIONER DEASON: Those will be 

9 identified as Exhib i t s 2 through 15 . 

10 MR. KEATING: Okay . 1 believe o ne of those , 

11 we will omit the second o ne o n Page 9 , LAK-2. 

12 COMMISSIONER DEASON: LA K- 2, the second item 

13 on the list on Page 9 of the pre hearing o rder, is 

14 being deleted, a nd, the r efore, the remaining exhibits 

15 will be numbered 2 through 14 ; correct? 

16 MR. KEATING: I believe t hat ' s correc t. 

17 (Exhibits 2 through 14 marked for 

18 identification. ) 

19 

20 

COMMISSIONER DEASON: Okay . 

MR. KEATING: Staff has a couple of e xh ibits 

21 that we ' d like to have marked f or identification. o ne 

22 is the Proof of Publication of the Notice in the locaJ 

23 newspa per i n the Lakela nd a r ea . 

2 4 COMMISSIONER DEASON: Th is is a one-page 

25 exhibit? 

FLORIDA PUBLIC SERVICE COMMI SSION 



11 

1 M.R. KEATING: That ' s correct . Tha t would 

2 be, I guess --

3 COMMISSIONER DEASON: It will be identified 

4 as Exhibit No. 15. 

5 (Exhibit 1 5 marked for ident i fi cation. ) 

6 M.R. KEATING : Finally, Staff has prepared a 

7 composite exhibit, I believe e verybody has a copy of . 

8 That consists of the depositions of four of Lakeland ' s 

9 witnesses, Responses to Staff Interrogatories and 

10 Responses to Certain Staff Request for Production of 

11 Documents . We ask that that be marked for 

12 identificat ion. 

lJ COMMIBBIONER DEASON; That wil l be 

14 identified as Exhibit No . 16. 

15 (Exhibit 16 marked f or ident ification.) 

16 MR. KEATING: I believe that that' s all that 

17 I have that I' m aware of that we would like to sc~ 

18 moved into the record. 

19 COMMISSIONER DEASON: Mr. Young, are the r e 

20 any other exhibits? 

21 MR . YOUNG: I think the 2 through 14 

22 included the Need for Power Application on that 

23 Page 9 , a nd with that, I would-- it that' s bee n moved 

24 into the record, that would be all 1 would have. 

25 COKMIGSIONER DEASON: I think the Need for 

FLORIDA PUBLIC SERV I CE COMMISSION 



1 Power Application is Exhibit 2. 

2 

3 

MR. YOUNG: Right. Okay . 

COMMISSIONER DEASON: Okay. Wi t h that 

4 identification then, I think we ' ve already admitted 

12 

5 Exhibit 1 into the record. Is there a motion then to 

6 moved Exh ibits 2 through 16? 

7 

8 

MR. KEATING: Yes. 

COMMISSIONER DEASON: Wi thout objection, 

9 show then that Exhibits 2 through 16 are admitted . 

10 The record is now complete . All testimony and all 

11 e xhibits have now been entered into the record. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 
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BEFORE THE PUBLIC SERVICE COMMISSION 

CITY OF LAKELAND 

TESTIMONY OF ROBERT G. SIEGEL 

DOCKET NO. 9900:!3-EM 

FEBRUARY 3. 1999 

Q Please state your name and address. 

A My name is Robert G. Siegel. My business address is 501 East Lemon Street: 

Lakeland, Florida 33801 . 

Q By whom are you employed and in wbat c.pacity? 

A I am employed by the City of Lakeland - Department of Electric Utilit ies as 

Managing Director. 

Q Please describe your responsibilities in that position. 

A I am responsible for Directing all activi ties relating to the operation of the 

Department of Electric Utilities. I am responsible for all activities with regard to 

generation, transmission. and distribution. I am responsible for reporting to the 

City Commission any new projects that will require the usc of new funds for 

construction. 

Q Please state your professional experience and educational background. 

A I received a Bachelors of Science degree in Electrical Engineering from 

University of Miami, Miami Florida. I am also a registered Professional Engineer 

m the State of Florida. 
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16 

17 

18 

19 

20 

21 

22 

24 

25 Q 

I have held various positions in the electric utility business over the 42 years of 

my experience. Of the 42 years, 34 years have been with Lakeland and I have 

held the Managing Director position since 1982. I have also served as the 

Assistant Director, Electric Transmission & Distribution Manager. and Power 

Plant Engineer while working for Lakeland. 

What is the purpose of your testimony in this proceeding? 

The primary purpose of my testimony is to provide a g.eneral description of the 

project and discuss the need for power that Mcintosh Unit 5 and the proposed 

conversion to combined cycle will fulfill. 

Please state Lakeland' s general philosophy with respect to supplying eoe~· 

to their existing and futu~ c:ustomus. 

Lakeland strives to provide the most cost-effective methods of generation possible 

to its customers consistent with consideration for reliability and the environment. 

This is accomplished by reducing costs of operation while maintaining a reliable 

system. Some of the key factors that impact our systems costs include the 

efficiency of our units, reliability, maintenance activities required to maintain the 

units, age of the existing units, and environmental impacts of operating the units. 

Lakeland analyzes on a continual basis what can be done to meet its goals. The 

analysis considers new generating opportunities. power purchase contracts. fuel 

procurement, unit retirements, reliability considerations. and overall cost

effectiveness. 

Please briefly describe the development of tbe Projecl. 

1 ·1 
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In 1995 Lakeland projected its generating capacity would fal l below the required 

15 percent reserve margin by winter of 1997/98. To offset the capacity shortfal l 

in 1998, 1999, and 2000. Lakeland's strategy was to purchase from the 

marketplace, as it was generally a ''buyer's market". In late 1996. bids were 

solicited for 3 to 5 year capacity purchases and many proposals were received. 

Two contracts were finalized from the bids 1) EN RON contract for 20 MW 

expiring on December 31 , 200 I and 2) TECO contrnct for I 0 MW expiring on 

September 30, 2006. 

During the same time period, discussions were initiated ~ith Foster Wheeler and 

the Department of Energy (DOE) to site a demonstration project at Lakeland 

under the Federal Clean Coal Program for a second generation Pressuriud 

Circulating Fluidized Bed (PCFB) coal unit with a capacity of 175 M\\' for 

commercial operation in early 2000. In October 1996 Lakeland was awarded 

$ 195 million under the Federal Clean Coal Program by Under Secretary. Patricia 

F. Godley, at the U.S. Department of Energy. 

In December 1996, having just received the DOE funding. the plan was to han : an 

Engineer/Procure/Construct (EPC) contract in place by February 1997 with Foster 

Wheeler. The critical path was permitting this unit under the Florida Electrical 

Power Plant Siting Act including the Florida Public Service Commission 

Determination of Need. 

In order to ensure the project was the least-cost alternative. an Invitation for 

Proposals (IFP) was issued in late February 1997 requesting bids for 200 MW 

3 

. 5 



2 

over 20 years for capacity and energy. Proposals were received from 13 bidders. 

The external bids for 200 MW were evaluated and ranked. and talks began with 

3 the apparent low bidder. Tenaska Energy Partners. Tenaska proposed building a 

4 414 MW (winter rating with supplemental firing) Westinghouse SO I G I x I 

S combined cycle unit at the Mcintosh Plant for commercial operation on January I. 

6 2001 . 

7 

8 Negotiations with Foster Wheeler for the PCFB unit stalled. and in June 1997. 

9 Lakeland had still not received a firm proposal. In late June 1997. an w1solicitcd 

10 proposal was received from Westinghouse for Lakeland to be the host site for the 

I I first SO I G simple cycle combustion turbine for operation in the summer of 1999. 

12 Instead of building a combustion turbine unit after the PCFB. it could be done 

13 

14 

IS 

16 

before the PCFB. Because of the 501 G's larger size, Lakeland could retire some 

older, less efficient, and less reliable generating units that have higher emissions 

whlle reducing overall generation costs. 

17 In August of 1997 a proposal was finally received from Foster Wheeler on the 

18 PCFB unit. The EPC price was considerably m .. rc than the "budget" price and 

19 the in-service date had slipped to late 2002. It was evident that consummating a 

20 deal with Foster Wheeler was going to take considerable time and effon and may 

21 not occur in time to meet load growth. The Westinghouse offer was evaluated 

22 and determined to be the best alternative available. The decision was made to 

23 recommend to the City Commission that purchasing the Westinghouse SO I G 

24 should be the first step in providing for Lakeland's future generation needs. 

2S During August and September 1997, several public City Commission meetings 

4 
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were held regarding the project. On October 6, 1997. the Lakeland City 

Commission voted approval (7-0) to buy the Westinghouse SOl G simple cycle 

unit, with an EPC price of $49.189 million. The commission aJso approved a six-

year maintenance contract for $25 million. in which Wt:stinghousc has guaranteed 

an equivalent availability of92 percent for the 501 G combustion turbine. 

The unit is currently under construction as a simple cycle combustion turbine with 

commercial operation scheduled for July 1999. The conversion to combined 

cycle with the installation of the steam turbine. heat recovery steam generator 

(HRSG), and associated equipment is scheduled to start in the summer of 2000 

with a commercial operation date for the combined cycle con\'ersion of January I. 

2002. The estimated capital cost of the conversion to combined cycle is S80.5 

million. 

Q Is tbe conversion of Mcintosh Unit 5 the most economic a ltemati,•e a\•ailable 

to Lakeland at tbis time? 

A Yes. this alternative will produce significant economic benefits to Lakeland and 

its customers. As Mr. Runyan will testify. Mcintosh Unit 5 and its conversion to 

combined cycle is the least-cost alternative for Lakeland. Tilt: conversion of 

Mcintosh Unit 5 to combine cycle is $27.7 million lower in costs than the 

installation of a new 501 F combined cycle unit and S71.9 million lower in cost 

than the installation of a new 50 IF simple cycle combustion turbine. Tile 

conversion of Mcintosh Unit 5 to combined cycle is $21 .1 million lower in costs 

thcil a the lowest cost IFP proposal. 

s 

• 7 
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2 

3 

Q Under Section 403.519 of the Florida Statutes, the Electrical Power Plant 

Siting Act, what are the four key points which must be demonstrated to 

prove a need for construction of new steam power generation? 

• 8 

4 A The applicant must demonstrate a need for the pmpt1scd power plant. taking into 

account the following: 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• Need for electric system reliability and integrity 

• Need for adequate electricity at a reasonable cost 

• Demonstration that the proposed plant is the most cost effective alternative 

• Demonstration that the need for power has been mitigated by the 

implementation of all cast eftective conservation and demand side alternatives 

Q Do you believe Mcintosh Unit S and the proposed conversion co combined 

cycle meets the statutory requirements of Florida Statutes -'03.519? 

A Yes. 

Q Has Lakeland demonstrated a need for the proposed power plant, taking in to 

account tbe need for electric system reliability and integrity? 

A Yes. Lakeland has demonstrated Mcintosh Unit 5 and the proposed conversion to 

combined cycle are needed for electric system reliability and integrity. Lakeland 

has demonstrated a need for capacity in 2002 with a 15 percent reserve margin. 

Mcintosh Unit 5 and the proposed conversion to combined cycle contribute to 

Peninsular Florida' s reliability and integrity, as reserve margins in the state an: 

low and highly dependent upon load management and interruptible contracts. 

ll1is issue is discussed in detail in the testimony of Mr. Elwing and Mr. Runyan. 

6 



• Q 

2 

3 A 

Has Lakeland demonstrated a need for tbe proposed power plant taking into 

account the need for adequate electricity at a reasonable cost? 

Yes. Mcintosh Unit 5 and the proposed conversion to combint' cycle will provide 

4 rel iable generation with very low power costs. The unit \\i ll be the industry's 

5 most efficient combined cycle using clean burning natural gas. nus issue is 

6 

7 

8 Q 

9 

10 A 

further discussed in the testimony of Mr. Elwing o.nd Mr. Runyan. 

Has Lakeland demonstrated tbat tbe proposed pol''t r piADt is the most cost

effective alternative available? 

Yes. The costs and performance characteristics of Mcintosh Urut 5 and the 

II proposed conversion to combined cycle were pro\'idcd in the Need for Power 

12 application with details including information on the site. design, and engineering 

13 

14 

IS 

16 

characteristics. Lakeland studied several generating technologies including 

conventional, advanced, and renewable energy sources under base case and 

sensitivity analyses. Mcintosh Urut 5 and the proposed conversion to combined 

cycle has been selected as the least-cost alternative in the base case and sensitivity 

17 analyses against numerous self-build alternatives and feasible power purchase 

18 proposals received from the IFP. The significantly discounted price that Lakeland 

19 obtained from Westinghouse for hosting the first 501 G installation contributes to 

20 Mcintosh Urut S's low cost. Furthermore, Lakeland has conducted an IFP process 

1 1 to identify potential power supply alternatives. No feasible alternatives were 

21 lower in cost than Mcintosh Unit 5. This issue is discussed in more detail in the 

23 testimony of Mr. Rollins and Mr. Runyan. 

:!4 

15 Q FinaUy, ba.s Lakeland demonstn ted that there were no coosen•ation 

7 
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13 

14 

15 

16 Q 

17 
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19 

20 

21 
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25 

20 

measuns tann by or reasonably nailable which might mitigate the need for 

the proposed power plant? 

Yes. Lakeland has always supported cost-effecti ve demand-side management 

programs. Lakeland evaluated 66 potential conversation and demand-side 

management programs using the FIRE model to compare against the: conversion 

of Mcintosh Unit 5 to combined cycle. No conservation or demand-side 

management programs proved to be cost-effecti'e based on the FIRE modeling 

conducted. 

Lakeland currently has several conservation and load management programs in 

place to reduce energy and peak demand and plans to continue those programs. 

Lakeland is also an active participant in the pursuit of solar power. ,,; th four 

programs in operation. nus issue is discussed in more detail in the testimony of 

Mr. Lawrence and Mr. Runyan. 

Does Mcintosh Unit S and the proposed con\•ersion to combined ~·clc meet 

Lakeland's strategic considerations in selecting a power supply alternative'! 

Yes. In selecting a power supply alternative. a utilit) must consider certain 

strategic factors, which reflect the utility's long-term ability to pro' ide 

economical and reliable electric capacity and energy to its consumers. A number 

of strategic considerations favor the conversion of Mcintosh Unit 5 to combined 

cycle. These include exceptional efficiency. low installation cost on a SlkW 

basis, low operating costs, domestically produced fuel. existing site which can 

support the project capacity. electric industry deregulation. and cnvironment3l 

benefitc; and risks. 

8 



e 2 Q Js the timing of Lakeland's petition for ne~d for Mcintosh Unit 5 and its 
.. 
.) proposed convenion to combined cycle appropriate? 

4 A Yes, the timing of the petition is critical for Mcintosh Unit 5 con\'ersion to 

5 combined cycle for commercial operation for January I. 2002. The timing is 

6 critical because Public Service Commission approval for the conversion uf 

7 Mcintosh Unit 5 is necessary before the project can receive certification wtdcr the 

8 Florida Electrical Power Plant Siting Act. Certification is necessary before 

9 construction activities can begin on the conversion to combined cycle. 

10 Furthennore, there are significant economic and reliability impacts if the w1it is 

II delayed. 

12 

13 e 14 

Q Will there be advene consequences if the proposed connnion to combined 

cycle is not completed in the time frame requested? 

15 A Yes, there are significant potential reliability and economic impacts if the 

16 conversion of Mcintosh Unit 5 to combined cycle is not completed for the 

17 January I, 2002 commercial operation. Lakeland's reserve margin will fall below 

18 the required 15 percent minimum reserve margin in 2002 if Lakeland's request is 

19 not granted. This could lead to potential outages and system failures for Lakeland 

20 and Peninsular Florida. The customers will suffer adverse consequences with the 

21 possibility of inadequate power supply and potentially very high cost electricity . 
.,., With the low reserve margins projected for the state in 2002. the potential for 

23 insufficient power supplies may exist. Furthennore, there are adverse economic 

2-t effects if the unit is delayed by even one year. 

25 

e 
9 
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2 

3 A 

Please summarize what additional testimony will be presented before tbe 

Commission today. 

') " - t. 

We will be testifying before the Commission in regards to our petition for 

4 determination of need for Mcintosh Unit 5 and its proposed conversion from 

5 simple cycle to combined cycle. TI1c individuals include Paul H. Eh\ing. Gary T. 

6 Lawrence, Rolando Sanz-Guerrero. Daniel J. Runyan, Myron R. Rollins. and 

7 David H. McLain. Each of these individuals will adopt portions of the Need for 

8 Power Application as part of their prefilcd testimony. 

9 

10 Q Does tbis c:oodude your testimony? 

I I A Yes. it does. 
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BEFORE THE PUBLIC SERVICE COMMISSION 

CITY OF LAKELAND 

TESTIMONY OF PAUL H. EL WING 

DOCKET NO. 990023-EM 

FEBRUARY 3. 1999 

Please state your name and address. 

My name is PauJ H. Elwing. My business addn:ss is 501 l:ast Lemon Street: 

9 Lakeland. Florida 33801. 

10 

II Q 

12 A 

13 

14 

15 Q 

16 A 

By whom are you employed and in what capacity? 

I am employed by the City of Lakc:land - Department of Electric Utilities as an 

Electrical Engineer Ill in the System Control Division. 

Please describe your responsibilities in tbat position. 

My responsibilities in this position include transmission planning. transmission 

17 reguJatory oversight at the State and Federal levels. Florida Public Service 

18 Commission liaison and non-envirorunental regulatory permitting for nev. 

19 generation projects. 

20 

21 Q 

22 A. 

.,., 
- .> 

25 

Please state your professional experience and educational background. 

I have a Bachelors Degree in ElectricaJ Engineering from the University of South 

Florida. Tampa Florida and have been employed in various positions with the 

City of Lakeland for 19 years. During my tenure with Lakeland I have held the 

positions of Planning Engineer I, II & III in the System Planning Division for 7 
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years. Manager of System Planning for 9 years. Electrical Engineer lll in the 

Production Engineering Division for 2 years and most recently Electrical 

Engineer Ill in the System Control Division. 

While in the System Planning Division my responsibilities included involvement 

and management of generation planning and supply side studies. fuel conversion 

studies. demand side studies and analysis including load research. wholesale 

power purchase/sales analysis and rate development. development of the Annual 

Fuel Budget, transmission planning including substation sizing and siting. 

wholesale transmission business development and one of Lakdand 's regulatory 

interfaces for generation and transmission issues at the local, state. and federal 

levels. In my most recent two positions in the Production Engineering Di\'ision 

and now System Control Division. my responsibilities are primarily related to 

electric transmission and regulatory interface as described earlier. 

In addition to my direct duties with Lakeland, I have served on the fo iiO\\ing: 

Florida Electric Power Coordinating Group (FCG). now called the Florida 

Reliability Coordinating Council (FRCC), Task Forces: Load Management Task 

Force, Generation Task Force (now referred to as the Resource Working Group). 

Fuel Price Forecast Task Force, Transmission Task Force (now referred to as the 

Transmission Working Group). System Planning Committee. Available 

Transmission Capacity Working Group, and the FRCC Engineering Committee. 

While on the Transmission Task Force and System Planning Committee I have 

served as both Vice-Chair and Chairperson of each of those groups . 



• Q 

2 A 

What is the purpose of your testimony in this procttding? 

"' r: .. ~ 

The primary purpose of my testimony is to demonstrate that Mcintosh nit 5 and 

3 lhe proposed conversion to combined cycle are needed for both electric system 

4 reliability and integrity, as well as the provision of adequate: dectricity at 

5 reasonable costs. In addition, my testimony will provide a general overview of 

6 Lakeland's system, a description ofthe proposed project. a discussion of planned 

7 unit retirements, a discussion of Lakeland"s power sales contracts, Lakeland"s 

8 reliability criteria, and the consequences of delay of the project. 

9 

10 Q 

I I 

12 A 

13 

14 

15 Q 

16 A 

17 

18 Q 

19 A 

Were there subsections of the Lakeland Mdntosb Unit S Need for Power 

Application prepared by you or under your direct supervision? 

Yes, the Executive Swnmary, Section 1.0, Section 2.0. Section 3.0. Section 17.0. 

Sections 18.0 - 18.1, and Section 20.0. 

Are you adopting these Sections as part of your testimony? 

Yes. I am. 

Are tbere any corrections to these Subsections? 

Yes. Attached as Exhibit PHE-1 are minor typographical corrections to my 

20 adopted sections of the Need for Power Application including the retirement dates 

21 for Mcintosh I and 2 in f able 3-1 . The correct retirement dates were sho"11 on 

22 Page 3-8 of the Need for Power Application. 

23 

24 Q Please describe abe operations of Lakeland. 

25 A Cit) of Lakeland is a municipal corporation, duly organized. and legally existing 
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as pan of the government of the City of Lakeland with the Department of Electric 

Utilities, engaged in the generation. transmission. and distribution of electric 

power. 

The City of Lakeland is a member of the Florida MWlicipal Power Pool (FMPP) 

with Orlando Utilities Commission (OUC). Kissimmee Utility Authority (KUA). 

and Florida Municipal Power Agency (FMPA). As part of FMPP. Lakeland 

shares in the savings for the combined dispatch of the four mWlicipal utilities. 

While each municipal utility must plan for system capacity additions for their O\\n 

system, the benefits of Mcintosh Unit 5 will be realized by all participants \Vi thin 

FMPP. 

Q Please describe tbe raources currently available to meet La'-.eland 's capacity 

and energy requirements. 

A Lakeland's service area is located within Polk CoWlt)', Florida. In 1999. 

Lakeland's total installed ·winter capacity was 649 MW. Lakeland's existing 

generating units are located at two sites. Charles Larsen Memorial (Larsen) and C. 

0 . Mcintosh Jr. (Mcintosh). The Larsen plant has five existing units. which bum 

natural gas and oil. The Mcintosh plant has six existing Wlits. Two units arc 

diesels, three units bum natural gas. and Unit 3's primary fuel is coal. A seventh 

Wlit is Wlder construction and will be the 249 MW Westinghouse SOIG 

combustion turbine. 

Lakeland is interconnected with Florida Power Corporation (FPC). Orlando 

Utilities Coi1Ul'Jssion (OUC), and Tampa Electric Company (TECO). Lakeland is 

4 



• connected to the 500 kV transmission net\.vork via FPC. 

2 

3 Q Does Lakeland currently bavt any purchast power contracts? 

4 A Effective January 1. 1999, Lakeland entered into a contract \\i th The Energy 

5 Authority (TEA)for 20 MW until March 3 1. 1999. This recent power purchase is 

6 not reflected in the Need for Power Application. Lakeland had a contract with 

7 ENRON Power for 20 MW expiring on December 3 1. 200 I and a contract \\i th 

8 Tampa Electric Company for 10 MW expiring on September 30. 2006. but by 

9 mutual agreement both contracts have been terminated. 

10 

II Q What did Lakeland do to replace the capacity? 

12 A With the winter peak demand period less than a year away. there was no time to 

13 install new capacity to meet reserve requirements. TI1e decision was made to 

14 temporarily bring Larsen Unit 6 back into ser\ice. Larsen Unit 6 is a 27 MW 

15 steam unit that was retired in March of 1997. After Mcintosh Unit 5 is installed. 

16 Larsen Unit 6 will be retired again in March of 1999. 

17 

18 Q 

19 A 

20 

21 

..,. 
_ ) 

Does Lakeland also stU power to otbtr utilitits? 

Yes. Lakeland currently has two firm power sales contracts. The first contract 

was negotiated with The Energy Authority (TEA) for a power sale of 25 MW 

from Larsen Unit 7 from March 1, 1999 to February 28. 200 I. Larsen Unit 7 has 

recently completed a major maintenance outage to replace plugged and damaged 

boiler tubes that has allowed Lakeland to return the unit back to its narncplah: 

dispatchable capacity of 50 MW from its current derated capacity of 40 MW . 

s 
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Lakeland originally planned to retire Larsen Unit 7 coincident with the 

commercial operation of Mcintosh Unit S in simple cycle. The sale to TEA 

effectively has TEA pay for retubing the boiler as well as some O&M costs in 

addition to fuel costs incurred. By making the sale. Lakeland was able to have the 

unit repaired and maintain its operation for an extended period 

The second contract is with Florida Municipal Power Agency (FMPA) for 

capacity and energy. The contract is for SO MW from December IS. 2000 to June 

14, 2001; then 100 MW from June IS, 2001 through December 14 , 2010. This 

contract allows FMPA to choose between a system sale or a specific unit. This 

decision will be made prior to July 1999. 

Are there any planned retirements for the City of Lakeland? 

Lakeland plans to retire older, less efficient units as new capacity additions 

provide more cost effective generating units. This will provide Lakeland with 

generating units that are more efficient, more reliable, and produce fewer 

emissions on a kWh basis compared to current generating units. This fulfills 

many of Lakeland's strategic considerations for the future. The following units 

will be retired over the upcoming years based upon Lakeland's proposed 

expansion plan. 

Unit Current 

Name Age 

Larsen CTI 36 

Lar n 6 39 

Summer 

Capacity 

10.0 

2S.O 

6 

Winter 

Capacity 

14.0 

27.0 

Anticipated 

Retirement Date 

0511998 

03/1999 
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Q 

A 

Larsen 7 

Mcintosh 1 

Mcintosh 2 

32 

27 

22 

50.0 

87.0 

103.0 

50.0 

87.0 

103.0 

What was the reason for retiring these units at this time? 

03/2001 

10/2002 

07/200-1 

The reason each of the units are scheduled for retirements is based upon age, 

economics, and environmental reasons. Each of the identified units "ill be 

greater than 27 years o ld at the time of retirement with some unit!!~ as old as 39 

years. With the vast improvements in generation tec hnology and emission 

controls. these units are far less reliable and efficient than new generation. 

Larsen CTl was retired on May 4 , 1998 when the combustion turbine was 

removed from the facility . This unit was in need of significant capital 

expenditures to maintain its reliability. The need for capita! expenditures 

combined with the units high operating costs led to the decision to economically 

retire the unit. Lakeland received an offer from General Electric to buy the unit 

and the unit was thus sold to General Electric for spare pans. 

Larsen 6 was returned from cold shutdown to active duty in 1998 to replace the 

lost capacity from the ENRON and TECO contracts. Larsen nit 6 is scheduled 

for retirement after the winter peak for 1999. 

The contract with TEA for 50 percent of the unit's output and capaci ty will 

terminate on February 28, 2001. This is the date at which the unit is slated for 

retirement. 

7 
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Mcintosh Unit 1 is scheduled for retirement in October of 2002 after successful 

demonstration of the 501G combined cycle. Mcintosh Unit I ,.,;11 be 31 )'ears old 

at its scheduled retirement date. The Wlit was originally built to operate on oil but 

was converted to natural gas operation with oil as a backup fuel. The unit ,,;u be 

replaced with more efficient generation \\ith the proposed combined cydc. thus 

lowering the operating cost and overall emissions of lakeland's system. 

Mcintosh Unit 2 is scheduled for retirement July of 2004 after completion of the 

DOE Clean Coal Project. The Clean Coal Project \\i ll replace the older capacity 

with a cleaner, more efficient method of generation. Mcintosh Unit 2 is also 

reaching the end of its economic life. 

All of these units have outlived their useful life. and no longer represent cost-

effective methods of generation as can be seen from their heat rates and 

availability. The following shows their full load heat rates and average forced 

outage factors from 1995 to 1998 compared to those projected form Mcintosh 

Unit 5 as a combined cycle unit. 

Full Load Winter Equivalent Forced 

Unit Heat Rate (Btu/kWh) Outage Factor(%) 

Larsen Unit 6 12,512 6.9 

Larsen Unit 7 10,292 26.17 

Mcintosh I 10.889 14.92 

Mcintosh 2 I 0,561 17.79 

a 
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Mcintosh 5 CC 6,249 4.5 

Is the capacity available from existing Lakeland power supply resources 

sufficient to reliably meet future Lakeland capacity and energy 

requirements? 

No. it is not. To ensure system reliability, Lakeland plans to maintain a minimum 

15 percent reserve margin. Applying the base case forecast for peak electrical 

demand, Lakeland will need additional capacity by the winter of 2002 to maintain 

a minimum 15 percent annual reserve margin. Table 9- 1 of the Need for Power 

Application summarizes the capacity additions and retirements planned over the 

first ten years of the planning horizon before the expansion plan is implemented. 

Table 9-2 presents the projected reserve margins and system deficit for 

Lakeland's system for the winter period. Table 9-3 presents the projected reserve 

margins and system deficit for Lakeland's system for the summer period. TI1c 

winter period is the driver for system capacity planning on Lakeland's system. As 

Table 9-2 indicates. capacity is clearly needed in the year 2002 to maintain 

reserve margins. 

Table 9-2 indicates that Lakeland needs 52 MW for the 1998/99 winter season Ill 

maintain a 15 percent reserve margin. The 25 MW sale to TEA represents 25 

MW of that 52 MW requirement; however. the sale to TEA does not commence 

until March 1, 1999. Generally, Lakeland's winter peak occurs before March I. 

Lakeland has also recently purchased 20 MW from TEA from January I, 1999 

until March 3 1, 1999 which is not reflected in Table 9-2. Furthem10rc, Lakeland 

9 
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completed the retubing of Larsen 7 on January 13. 1999 increasing its capability 

from 40 MW to 50 MW. 

Q Please describe the generation resource that is being proposed by Lakeland 

to meet the future need for power. 

A Lakeland is seeking a determination of need by thas Commission, as required by 

the Florida Electrical Power Plant Siting Act. in order to commence detailed 

engineering and construction activities for the proposed conversion to combined 

cycle of Mcintosh Unit S. 

.. ' ) 
J -

The basic power generation cycle for Mcintosh Unit 5 and the proposed 

conversion to combined cycle consists of the Westinghouse 50 I G combustion 

turbine, 3 stage heat recovery steam generator (HRSG) \.\1lh a new stack. steam 

turbine, electric generator, minor modifications to the combustion turbine. and 

associated balance of plant equipment. Construction of the conversion of 

Mcintosh Unit 5 to combined cycle is proposed to begin in June of 2000. The 

combined cycle unit has a proposed commercial operating date of January I. 

2002. The actual net output will depend upon the specific steam turbine 

purchased and the final design. 

Currently. Mcintosh Unit 5 is under construction as a 249 MW ISO rated simple 

cycle combustion turbine. Mcintosh Unit S will operate in simple cycle mode for 

a period of approximately 18 months and be con' encd to combined cycle for 

January I . 2002 commercial operation. 

10 
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The unit will bum natural gas as primary fuel and \\ill be capable of bum:., ~· No. 

2 oil as backup fuel. An additional 1.05 million gallon storage tank \\i ll allow the 

unit to operate at full load for approximately two and one-third days on No. 2 oil. 

The estimated total cost for the combined cycle conversion of Mcintosh Unit 5 is 

$80.5 million for January I, 2002 commercial operation. The unit will US~! the 

e>Usting operations and maintenance staff \\ith no additional personnel projected 

to be required. At ISO conditions, the unit is projected to have a net plant output 

of 369 MW with a net plant full load heat rate of 6.442 Btu/kWh on a higher 

heating value basis. The combustion turbine is guaranteed to have an equivah:nt 

availability of92 percent under the Westinghouse contract. 

Please describe tbe evaluation process by which Lakeland determined that 

tbe proposed convenion of Mc:lntosh Unit 5 is the best method of meeting 

Lakeland's future need for reliable power. 

Lakeland has conducted an exhaustive analysis of alternative methods of meeting 

Lakeland's future capacity and energy requirements in a reliable least cost. 

environmentally responsible fashion. Lakeland's analysis. considered a multitude 

of factors including: 

• Alternative generation technologies and sizes 

• Compliance with environmental regulations 

• Purchase power alternatives 

• Conservation and demand-side management alternatives 

• Reliability considerations 

• Uncertainty and sensitivity analysis 

II 



e 
2 As pan of this process, Lakeland conducted an extensive Invitation for Proposals 
... 
.) (IFP) for purchased power and evaluation of the proposals received. The results 

4 of the evaluation indicated that the conversion of Mcintosh Unit 5 \\i th a 

5 commercial operation date of January I. 2002. was the least cost long range 

6 alternative that could meet Lakeland's reliability requirements. Mcintosh Unit 5 

7 will utilize the most efficient combustion turbine technology currently a\'ailablc. 

8 The high efficiency of Mcintosh Unit 5 ·will ensure that the project \\ill remain a 

9 competitive resource if or when deregulation occurs in Florida. Once Mcintosh 

10 Unit 5 is converted to a combined cycle. Mcintosh Unit 5 will be the most 

II efficient power generating unit in the state. 

12 

e 13 

14 

Q Has Lakeland considered the implic.ations of the 1990 Clean Air Act 

Amendments for Mcintosh Unit 5 and the proposed conn~rsion to combined 

15 cycle? 

16 A Yes. The Mcintosh Unit 5 and proposed conversion to combined cycle will be an 

17 affected unit under the 1990 Clean Air Act Amendments. The con\'ersion of 

18 Mcintosh Unit 5 to combined cycle will lower emissions on a kilowatt hour basis 

19 from the current simple cycle machine and improve fuel utilization. The 1990 

20 Clean Air Act Amendment requires that affected units have continuous emissions 

21 monitors. The cost for these continuous emission monitors has been included in 

22 the capital costs for the conversion of Mcintosh Unit 5. The 1990 Clean Air Act 

23 Amendments also requires that the affected units provide 502 allowances when 

24 omitting S(h through the burning of low sulfur No. 2 oil. The usc of No. 2 oil "'~II 

e 25 be limited such that S(h emissions will be limited to less than 40 tons per year or 

12 
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40 allowances per year. This small number of allowances is avaHable from 

Lakeland's allocation of allowances for the existing units. Cunently Mcintosh 

Unit 5 has Dry Low NOx burners for simple cycle operation and the conversion of 

Mcintosh Unit 5 will include an upgrade to Ultra Low NO, burners. Since the 

Ultra Low NO. burners are still under development, Lakeland has included costs 

for a conventional SCR in the event that the Ultra Low NO, burners do not 

provide sufficient reduction in NOx emissions. 

Q Will there be adverse consequences if the proposed coonrsioo to combined 

cydt is not completed in the time frame requested? 

A Yes. Lakeland's reserve margin will fall below the 15 percent minimum reserve 

margin in 2002 if Lakeland's request is not granted. This could lead to potential 

outages and system failw-es for Lakeland and Peninsular Florida. ll1e customers 

will suffer adverse consequences with the possibility of inadequate power supply 

and potentially very high cost electricity. With the low reserve margins projected 

for the state in 2002, the potential for insufficient power supplies may exist Mr. 

Runyan will testify that his analyses indicate an additional cost of $9.3 million 

would occur with a one year delay in operation. 

Q Does this conclude your testimony? 

A Yes . 

13 
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BEFORE THE PUBLIC SERVICE COMMISSION 

CIYT OF LAKELAND 

TESTIMONY OF GARY T. LAWRENCE 

DOCKET NO. 990023-EM 

FEBRUARY 3. 1999 

Please state your name and address. 

My name is Gary T. Lawrence. My business add.rc:ss is 501 East Lemon Street: 

Lakeland. Florida 33801. 

By whom are you employed and in wbat capacity? 

I am employed by City of Lakeland - Department of Electric Utilities as Manager 

of the Rates Division. 

Please describe your responsibilities in tbat position. 

My duties in this position as Manager o f the Rates Division include the 

17 responsibility for rate development and overseeing the various other division 

18 activities. These activities include forecasting of fu ture electric retail sales. 

19 customers, seasonal peak demands. development o f demand-side plans and 

20 programs. demand-side management load and energy impacts. forecasting 

2 1 department revenues, load research of customer classes fo r cost of service studies 

22 used in rate development. 

.,~ _ _, 

:!4 Q 

25 A 

Please state your professional exper ience and educat ional background. 

I have a B~chelors Degree in Electrical Engineering Technology from the 
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Southern Technical Institute in Mariena. Georgia and a Mas • ..:rs in Business 

Administration from Florida Southern College in Lakeland. Florida. I have been 

employed in various positions with the City of Lakeland for 17 years. During my 

tenure with Lakeland I have held the positions of Supervisor of System Planning 

for 6 1/2 years. and Manager of Rates for I 0 I 12 years. Prior to my employment 

with Lakeland. I worked in various positions \vith the electric utility of the City of 

Tallahassee. During my nine (9) years with Tallahassee I worked in various 

groups, including, transmission and distribution engineering. system protection. 

and system planning. My responsibilities in system planning included 

distribution, substation. transmission. and genemtion planning and forecasting of 

retail sales and seasonal peak loads. 

While in the system planning division \\ith Lakeland. my respons ibilities included 

overs ight o f generation planning and supply side studies. fuel conversion studies. 

demand-side studies and analysis including, development of the Department 's 

annual fuel budget, distribution and transm ission planning including substation 

sizing and siting. 

Q Wbat is the purpose of your testimony in this proceeding? 

A The purpose of my testimony is to provide a general ovcrvic'' of Lakd:Uld. :- load 

forecast and existing demand side managcrm:nt programs. I will also tc:aify that 

Lakeland has reduced energy and demand requiremcnts for its systcm through 

cost-effective conservation and demand-side ahcmati\I!S. 

Q Were there Sections of tbe Lakeland Mcintosh Unit 5 Need for J•owcr 
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Application prepared by you or under your direct supervision'! 

A Yes, Section 7 .0. Section 8.0 - 8.2. and Appendix 21.1. 

Q Are you adopting these Sections as part of your testimony? 

A Yes. I am. 

Q Are there any corrections to these Subsections? 

A Yes. Attached as Exhibit GTL-1 is minor word processing correction to page 8-8 

which completes the remainder of the paragraph. 

Q Was the foncast of power demand and energy prepared by ~·ou or under 

A 

your direct supervision? 

Yes, it was. Lakeland develops forecasts for populatior,. accounts. sale!'. net 

energy for load, summer peak demand, and winter peak demand to suppon 

planning and Ten-Year Site Plan production. A base case forecast is generated 

for each of the preceding parameters. The base case sunmter demand. " i nter 

demand, and net energy for load for 1999 arc 510 MW. 58M MW. and 2.655 

GWH (with conservation) respectively after considering interruptible load. The 

annual average growth rates (AAGR) of the preceding forecasts arc 1.95. 2.53. 

and 2.31 respectively for the forecast horizon. In support of the 1'\eed for Power 

Application. Black & Veatch developed high load growth and low load gr0\\111 

sensitivities. The high load growth case assumes annual load gr0\\1h i:. 1.5 

percent higher and the low load growth case assun1cs annual growth is 1.5 percent 

lower than the base case . 
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Plus~ describ~ tbc forecasting process utiliz~ by Lakcl ·nd to proj~ct ~n~rgy 

requirem~ots aod system p~ak load . 

Lakeland develops forecasts for population. accounts. s:1les. net en~rgy for load. 

summer peak demand. and winter peak demand. The preceding fo recasts are 

developed, and models are re-evaluated. on a fi scal and armual basis. Lakeland· s 

fiscal year ends on September 30. 

Lakeland utiliz.ed the 1997 Annual Bureau of Economic and Business Research 

(BEBR) forecast for projections of Polk County population. Service Territory 

Population projections are developed for inside and outside Lakeland's city limits. 

Lakeland forecasts the number of accounts in residential. general sen·ice. general 

service demand, general service large demand. interruptible. contract. and others 

(including electric, water, municipal. and private area lighting). For residential. 

commercial, and industrial accounts. projections are developed fo r inside and 

outside Lakeland' s city limits. 

The total sales forecast for the City of Lakeland is based on normal \\ eather 

conditions and is a summation of the individual forecasts. Summation of total 

sales indicates an AAGR of 2.36 percent from 1999 through 2018. A 3. 71 

percent AAGR was experienced over the last I 0 years of historical sales. 

Lakeland projects net energy for load based on a regression model using year and 

historical total sales as the independent variables. The model has an Adjusted R· 

squared of99.7 percent. Lakeland projects losses as the difference between saks 
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and net energy for load. The total percentage of system energy losses remains 

relatively constant in the shon-term and begins to decrease s lightly in :_l,t: long

term. Since Lakeland' s projection of net energy for lond is based on historical net 

energy for load. it inherently includes the dl'cct of Lakeland's energy 

conservation programs. 

Lal<eland forecasts electric system winter and summer season peak demands for 

each year using regression models. The \\inter season is defmed as November 

through March and the summer season is defmed as April through October. The 

regression model for the winter peak demand used minimum temperature. da) of 

the week. prior day's average temperature and year as the independent variabh:s. 

The regression model for the summer peak demand used maximum temperature 

and population as the independent variables. The minimum and maximum 

temperatures used for projecting peak demand were 30° F and 97° F. n:spectivcly. 

Q Does the load forecast process utilized by Lakeland consider the major 

factors that will determine tbe need for power by the year 2002? 

A Yes. it does. Forecasts of electrical loads for the Lakeland system were 

developed through the year 20 I 8 for use in the assessment of needs and economic 

analysis. The toad forecasts consist of a base case forecast. and two sensiti \ ity 

cases to bracket the peak demand growth with a high and low forecast. The 

forecasts are based upon historical information and detailed forecasting 

methodology. Lakeland forecasts have considered the major demographic and 

economic factors, wh.ich influence the demand for electricity. We have 

specifically considered population growth. customer growth by rate class. gro\\1h 
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4 1 
inside and outside the city limits, the impact of weather. employment levels. and 

household income levels. 

Are the forecast assumptions used by Lakeland reasonable? 

Yes. The projection for economic and demographic growth assumptions made for 

the Lakeland area is a realistic scenario of how the future may unfold. The 

projections of demographic and economic valuables haw been provided by a 

credible and unbiased source, the 1997 University of Florida's Bureau of 

Economic and Business Research (BEBR) Annual Forecast. 

Projections for the number of accounts. including residential. commercial. 

industrial, municipal, water, electric. and private area lighting accounts. v.ere 

based on regression models and historical growth trends. Projections for the sales 

forecasts, including residential. commerc1al. industrial. private area lighting. and 

municipal, were also based on regression models and historical trends. For more 

precise, specific and provincial data separate distinct regression model 

projections were generated for inside and outside Lakeland' s city limits. 

Lakeland projections for net energy for load were based on a regression model. 

Lakeland predicts the total percentage of system energy losses to remain 

relatively constant in the short-term and begin to decrease slightly in the long-

term. 

For each year, the peak demand forecasts for winter and summer were bused 

using regression models. Winter includes the months from November through 

March and summer months are April through October. 

6 



4 2 e 
2 Lakeland conducted tv.•o sensitivity cases to the base case load forecast. reflecting 
., 
.) a high load growth and low load growth case. The two sensitivity cases provide a 

~ bracket in which Lakeland can evaluate potential power supply planning 

5 alternatives and test the robustness of the base case against higher or lower load 

6 growth. 

7 

8 Q Please describe Lakeland's current consen·ation and solar programs that 

9 reduce peak demands and energy consumption. 

10 A Lakeland has several existing conservation and demand-side management 

II programs that are currently available and address four major areas of demand-side 

12 management: 

e 13 • Reduction in weather-sensitive loads. 

14 • Reduction of energy needs on a per-customer basis. 

15 • Movement of energy to off-peak hours 

16 • Reduce use of expensive petroleum fuels. 

17 

18 Lakeland has two residential load management programs and three commercial 

19 load management programs. The residential programs include the SMART 

20 program and the loan program. The commercial lighting program. thermal energy 

21 storage program, and high-pressure sodium outdoor lighting program make up Lhe 

11 commercial load management program. Details of the programs are highlighted 
.., .. _ _, in Section 8.1 of the Need for Power Application. Lakeland has several other 

24 conservation programs that provide no demonstrable demand and energy savings 

e 15 from a measurable standpoint, but strives to reduce consumption of en erg~ . 
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These programs include residential energy audits. public. awareness programs. 

mobile display units. speakers bureau. informational bill insens. commercial 

energy audits, demand-side management technology research. direct expansion 

ground-source heat pump studies. whole-house demand controllers. and time-of 

day rates. 

The City of Lakeland is considering several alternatives for future conservation 

and demand-side management programs. Lakeland is considering three solar 

projects and is currently researching their application. The three programs under 

consideration include distributed generation using solar-thermal co llectors. utility

interactive residential photovoltaic systems. and integrated photovoltaics for 

Florida residences. Section 8.2 of the Need for Power Application provide dct<l;!~ 

of each of these programs. 

Q Has Lakeland effectively mitigated power consumption b~· implementation of 

aU cost~ffective conservation and demand-side a lterna tin s? 

A Yes. Lakeland has several conservation and demand-side programs in-place to 

reduce energy consumption and reduce peak demands. Also l.akdand hw. 

analyzed, as Mr. Runyan will testify to, new conservation and demand-side 

management programs against the supply-side alternative. There were no 

conservation measures that were cost-effective. 

Q Does tbis conclude your testimony? 

A Yes. 

8 



• 2 

3 

4 

5 

6 

7 Q 

8 A 

9 

10 

II Q 

12 A 

e 13 

14 

15 Q 

16 A 

17 

18 

19 

20 Q 

21 A 

22 

23 

24 

e 
.,. _, 

BEFORE THE PUBLIC SERVICE COMMISSION 

CITY OF LAKELAND 

TESTIMONY OF ROLANDO SANZ-GUERRERO 

DOCKET NO. 990023-EM 

FEBRUARY 3. 19Q9 

Pleas~ stat~ your nam~ and addrt'ss. 

My name is Rolando Sanz-Guerrero. My business address is 501 

Street in Lakeland, Florida 33801. 

By whom •~ you employ~ and io what capacity? 

East Lemon 

.. 
I ' I 

I am employed by the City of Lakeland - Depan.ment of Electric Utilities as 

Manager of Business Development and Fuels. 

Pleas~ d~scrib~ your r~ponsibilitits io that position. 

I am accountable for all pW"Chases and sales of all fuel and energy types including 

coal, petrolewn coke, natural gas. oil. and electric contracts with durations of over 

one month. I am also responsible for all wholesale business development. 

Pleas~ stat~ your proftssional esprricoce and educational background. 

I have a Masters degree in economics from the University of South Florida. 

have II years experience with City of Lakeland ranging from forecasting to 

economic analyses to strategic analyses. My fo recasting experience encompasses 

Chair and Vice Chair of the f orecast and Research Committee or the Florida 

Electric Power Coordinating Group (FCG), Vice Chair of the Fuel Forecasting 



• 
' r: . . ) 

Comminee of the FCG and Vice and Chair of the Electr. · Forecasting group 

2 SHAPES. 

3 

4 I have completed studies m Economics, Busmess Administration. and 

5 Management from Aquinas College. Unjversity of Seville. Florida Southern 

6 College. and the University of South Florida. 

7 

8 Q What is the purpose of your prefiled testimony in this proceeding? 

9 A The purpose of my testimony is to discuss t.he Invitation for Proposal (IFP) 

10 process and evaluations. Lakeland' s fuel price projections. and fuel for Mcintosh 

I I Unit 5. 

12 

13 Q Were there Sections of the Need for Power Application prepared by you or 

14 under your direct supervision? 

15 A Yes, Sections I 0.1 - I 0.2. Appendix 2 1.2. and Appendix :!1 .3 were prepared 

16 under my supervision. 

17 

18 Q 

19 A 

20 

21 Q 

22 A 

Are you adopting these Sections as part of your testimon~<' 

Yes, I am. 

Are there any corrections to these Sections? 

Yes. Attached as Exhibit RSG-1 is a minor typographical correction to my 

23 adopted sect.ion of the Need for Power Application. In addition. the table for the 

24 low fuel price forecast in Appendix 21.2 which was prepared by Black & Veatch 

25 has incorrect values listed for coal. The corrected values are shown in Exhibit 

2 



• RSG-1 and do not affect other numbers in the Need for Power Application . 

2 

3 Q Has Lakeland adequate.ly explored and e\•a luated the availability or purcbase 

4 power from other electric utilities and independent power producers'! 

5 A Yes. Lakeland issued an Invitation for Proposals on February :!I. 1997. The IFP 

6 stated that Lakeland foresees the need for capacity and energy beginning January 

7 1, 2002 for a twenty-year period. The IFP required bidders to include only bids 

8 that were from identifiable resources. Identifi able resources included specific 

9 generating units, specific plant sites comprised of one or more units. or multiple 

I 0 plant sites comprising multiple units. The IFP also requires fim1 capacity and 

I I must be countable for reserves in the state of Florida. with delivery to Lakeland's 

I 2 system. The IFP requested a minimum of 200 MW in 50 MW blocks for Januaf) 

13 

14 

15 

16 

I, 2002 through December 31, 202 1. The IFP is included in Appendix 2 I .3 in the 

Need for Power Application. 

Lakeland received proposals from 13 bidders for the lFP i~ued . \\'hile SC\'eral 

17 of the bids did not meet the minimum criteria of the I FP and were not considered 

18 by Lakeland, all bids were modeled in the Need for Power Application to 

19 determine the economic viability of each bid. Subsections I 0.2.1 t11rough I 0.::!. 13 

:w of the Need for Power Application provide a brief summary of the bids. with 

21 Table 10-1 included as an overall summary. 

., .. _, 

25 

Q 

A 

Has Lakeland adequately explored and evaluated the a\·ailability of purchase 

power from qualifying facilities and non-utility generators? 

Yes the JFP process did not exclude qualifying faci lities or non-util ity generators. 

3 
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1 Q 

3 

4 A 

Dors Lak~land have pun~hase power alternatives tbat ar~ lower in cost than 

the convenion of Mdntosb Unit 5? 

No. Lakeland evaluated purchase power bids from the extensive IFP process. All 

5 of the purchase power bids were signifi cantly more expensive than the conversion 

6 of Mcintosh Unit 5. The lowest cost bid was $2 1.073 million dollars mon: 

7 expensive than the self-build alternative as "ill be testified by Mr. Runyan. 

8 

9 Q Did you develop the fuel price projections used in the Need for Power 

I 0 Appliution? 

II A Yes. I developed the base case fuel price projections contained in App.:ndix ~ 1.~ 

12 based on my specific experience in purchasing fuel for Lakeland. Black & 

13 

14 

15 

16 Q 

Veatch developed the high case. low case. and constant d ifferential case from m~. 

base case projections. 

Has Lakeland provided adequate assurances regarding nailable prima~· 

17 and secondary fuel to serve the proposed facility on a long term and short 

18 term basis at a re.asonable cost? 

19 A 

20 

21 

22 

23 

24 

25 

Yes. Lakeland has reviewed available forecasL<; and determined that there will be 

adequate supply capacity for natural gas and o il to fuel Mcintosh Unit 5 and the 

proposed conversion to combined cycle. Lakeland currently maintains 

approximately 50 percent of its natural gas commodity and transponauon 

requirements under contract with tJ1c remaining amount bought on the spot 

market. 
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Q 

A 

Q 

A 

lj H 
Has Lakeland adequately provided appropriate ·ssurances that sufficient 

natural gas pipeline upacity will be available to transport natural gas to the 

proposed combined cycle unit? 

Yes, Lakeland has provided appropriate assurances that sufficient natural gas 

pipeline capacity will be a\'ailable to transport natural gas to the proposed 

combined cycle unit. The existing pipeline from the St. Petersburg lateral to the 

Mcintosh site is sized for approximately 800 MW of natural gas generation. 

Lakeland currently has nearly 40.000 Mcf/Day of FTS-1 and FTS-2 transportation 

capacity under contract from Florida Gas Transmission Company (FGT). 

Lakeland is also currently negotiating v.i th third parties for additional natural gas 

transportation and commodity. FGT's Phase IV expansion v.ill ensure that 

adequate natural gas transportation capacity is a\'ailable to supply Mcintosh Unit 

5. Lakeland's planned unit retirements also makes additional natural gas 

transportation capacity available for Mcintosh Unit 5. 

Does this conclude your testimony? 

Yes, it does. 

s 
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BEFORE THE PUBLIC SERVICE COMMISSION 

CITY OF LAKELAND 

TESTIMONY OF DANIEL J. RUNYAN 

DOCKET NO. 990023-EM 

FEBRUARY 3. 1999 

Please state your name and address. 

My name is Daniel J . Runyan. My business address is 11401 Lamar. Overland 

9 Park. Kansas 66211 . 

10 

II Q By wbom art you employed and in what capacity. 

12 A I am employed by Black & Veatch as a System Planning Consultant in thl! Plant 

13 Services Department of the Power Division. 

14 

15 Q Please describe your responsibilities in that position. 

16 A As a System Planning Consultant for Blat k & Veatch. I am responsible for 

17 providing consulting services for utility and non-utility clients. The consulting 

18 services encompass a wide variety of tasks including: load forecast!>. conservation 

19 and demand-side management evaluations, reliability criteria and evaluations. 

20 development of generation unit addition alternatives, optimal generation 

21 expansion modeling, production cost modeling. economic and financi:~l 

22 evaluations, feasibility studies. pro fonna analysis. and power market studies. 

24 Q Please state your professional experience and educational background. 

25 A I received a Bachelors of Science degree in Mechanical Engineering from the 
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so 
University of Missouri - Columbia. I have taken and passed the FE exam and I 

am an Associate Member of American Society of Mechanical Engineers. 

I have been employed by Black & Veatch since 1996 as a System Planning 

Consultant in the Power Sector Advisory Services area. Since then I have 

provided planning services for several projects including many projects in 

Florida. I have provided system planning consulting services for the foliO\\ing 

Florida utilities: City of Lakeland - Department of Electric Util ities (Lakeland). 

Kissimmee Utility Authority (KUA), Florida Mumcipal Power Agency (FMPA). 

Orlando Utilities Commission (OUC), and Jacksonville Electric Authority (J£,'. \. 

ln 1998 I assisted several utilities in Florida to prepare their 1998 Ten- Year Site 

Plans including Lakeland, KUA, JEA. and OUC. Also in I 998. I ha,·e provided 

consulting services for KUA and FMPA for their recent Cane Island Unit 3 Need 

for Power Application. 

I have extensive experience with providing consul ting services using production 

cost and optimal generation expansion programs including POWRPRO. 

POWROPT, EGEAS and PROSYM. I have used these programs in providing 

services to the following firms: 

• Kissimmee Utility Authority 

• Florida Municipal Power Agency 

• Jacksonville Electric Authority 

• City of Lakeland - Department of Electric Utilities 

• Texaco 

• Western Fanners Cooperative 

2 



5 

• Empire Electric District 

• City of Sterling, Kansas 

3 • Atlantic City, Iowa 

4 • Puerto Rico Power Authority 

5 • Wyoming Public Service Commission 

6 

7 Q What is the purpose of your testimony in this proceeding? 

8 A The primary purpose of my testimony is to address Lakeland's rel i abilit~ and 

9 economic need for power as it relates to Mcintosh Unit 5 and the proposed 

I 0 conversion to combined cycle. ln my discussion of Lakeland's need for Mcintosh 

II Unit 5 and its proposed conversion to combined cycle. I \\i ll discuss the reliability 

12 requirements for the Lakeland system. summarize the methodology appli~d in th~ 

13 economic evaluations conducted to detennine the least-cost generation alternative 

14 for Lakeland, demonstrate that the proposed conversion to combined cycle is the 

15 most cost-effective alternative available. discuss the sensitivity analyses 

16 conducted, and summarize the impacts of delaying the conv~rsion of Mcintosh 

17 Unit 5. 

18 

19 Q 

20 

21 

22 

., ., 
- .> 

A 

24 Q 

A 

Were there Sections of the Mcintosh Unit 5 Need for Power Application 

prepared by you or under your direct supen·ision? 

Yes, the Table of Contents, Sections 8.3. 9.0. 10.3. 12.0. 13.0. 14.0. 15.0. and 

18.2. 

Are you adopting these Sections as part of your testimon~·? 

Yes, I am. 

3 



• 2 Q 

3 A 

4 

5 Q 

6 

7 A 

Are tbe~ any corrections to these Sections? 

Yes. Attached as Exhibit DJR· l are minor corrections to these sections. 

I " ..) . 

Did you enluate the reliability need for the conversion of Mcintosh Unit 5 to 

combined cycle? 

Yes. I explored three different methods of detemtining Lakeland' s reliability 

8 need for the conversion of Mcintosh Unit 5 to combined cycle. Those three 

9 methods include traditional reserve margin. loss of load probability. and 

I 0 probabilistic reserve margin. 

11 

12 Q Please discuss the traditional resen·e margin approach. 

13 A Lakeland uses a 15 percent minimum reserve margin. The 15 percent minimum 

14 reserve margin has been adopted by the Florida Reliability Coordinating Council 

15 (FRCC). The minimum 15 percent reserve margin is also required in 25-6.035( l ) 

16 Fla. Admin. Code for the purposes of sharing responsibili ty for grid reliability . 

17 Furthermore, the 15 percent reserve margin is also used by man~ other utilities 

18 both within and outside of Florida and appears reasonabk for capacity planning 

19 purposes. Under a 15 percent minimum reserve margin cri terion. Lakeland needs 

20 to add capacity for the 2001/02 v.inter season. 

2 1 

22 Q Please discuss the loss of load probability approach. 

23 A Loss of load probability {LOLP) approach is often used for large systems such as 

24 FRCC. For smaller heavily interconnected systems such as Lakelw1d's. it is less 

25 appropriate. In order to maintain the typical staJ\dard of 0.1 days LOLP per year 

4 
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on an isolated system basis. a very large level of reserve capacity would ~ 

required. If. however. support from interconnections are considered for a heavily 

interconnected system such as Lakeland 's. n very low level of rese~es would be 

required to maintain the 0. 1 days LOLP per year. For these reasons LOLP was 

not used to evaluate Lakeland's need for capacity. 

Please discuss tbe probabilistic reserve margin approach. 

The probabilistic reserve margin approach is based on a methodology presented 

by the Public Service Commission staff during the 1998 Ten Year Site Plan 

Workshop. The methodology evaluates the uncertainty of several factors related 

to the utility's ability to serve load. Factors considered include forecasted 

generation, peak demand, import energy. interruptible load. and load 

management. Applying the probabilistic reserve margin approach to Lakeland 

results in a projected weighted average reserve margin of 6.5 percent for 2002 

compared to the 14.1 percent reserve margin before the installation of the 

conversion of Mcintosh Unit S to combined cycle. The weighted average 6.5 

percent inherently includes the probabilistic effect of many of the uncertainties 

that the IS percent reserve margin criteria is designed to cover. A standard fo1 ;.L:~ 

minimum reserve margin for the probabilistic approach has not been developed. 

In any event. nothing in the probabilistic reserve margin approach indicated that 

Lakeland does not have a need for additional capacity in 2002 and in fact appears 

to indicate an even greater need than indicated by the IS percent reserve margin 

criteria. 

Please describe tbe evaluation process by which Laketand determined that 

s 
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A 

~ ~ 

the proposed conversion of Mc:lntosb 5 is tb, best method of meeting 

Lakeland's fulllre need for reliable power. 

Lakeland has conducted an exhaustive analysis of alternatin: methods of mcctmg 

Lakeland' s future capacity and energy requirements in a n:ltable. leasH:ost. ru1d 

environmentally responsible fashion. Lakeland's ru1nlysis considered a multitude 

of factors including: 

• Alternative generation technologies and sizes 

• Compliance with environmental regulations 

• Purchase power alternatives 

• Conservation and demand-side management altcrnati\'es 

• Reliability co~iderations 

• Uncertainty and sensitivity analysis 

With the numerous supply-side alternatives considered, a screening analysis was 

required to reduce the number of alternatives that would be modeled in detail. A 

two-phase screening analysis was conducted for the supply-side alternatives. The 

first phase of the screening analysis eliminated alternatives that were still under 

commercial development and were not technically feasible with Lakeland' s 

natural resources. The alternatives that passed the first phase of the screening 

analysis were evaluated on a busbar analysis. The busbar analysis considers the 

capital costs, fixed operating costs, variable O&M costs. and fuel costs for each 

alternative. Figures 12-1 and 12-2 of the Need for Power Applica tion provide the 

screening curves for the alternatives. 

After the screening curves were generated, the al ternatives that possessed 
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potential as expansion candidates were modeled in POWROPT. POWROPT is an 

optimal generation expansion program developed by Black & Veatch that 

analyzes all potential combinations of feasible expansion plans based upon 

specified expansion candidates. POWROPT output indicates the top expansion 

plans based upon the cumulative present worth revenue requirements for a 

specified period. The cumulative present worth revenue requirements include 

system fuel costs. fixed and variable O&M costs for new unit additions. and 

capital costs for new un.it additions. 

Based upon the POWROPT output. the optimal expansion plans are modeled in 

the POWRPRO chronological production cost model. Black & Veatch also 

developed POWRPRO. POWRPRO provides the detailed production cost 

infonnation based upon the un.its modeled for each run. POWROPT and 

POWRPRO use the same un.it commitment and dispatch algorithms thus ensuring 

consistency. 

The optimal expansion plan identified from the supply-side evaluation V.'a.S 

applied against the demand-side alternatives to determine if cost-effective 

demand-side management (DSM) alternatives existed that would delay or 

mitigate the need. 

After it was determined that no new DSM programs were cost-effective. and thus 

would not delay or mitigate the need for power, each of the purchase power 

al ternatives from the Invitation for Proposals (IFP) were modeled against the self

build expansion plan. This was conducted using POWROPT and POWRPRO. 
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The proposals were then compared against the self-build alt ' 'llative on the basis 

of a cwnulative present worth revenue requirements. 

Several sensitivity cases were analyzed compared to the base case to test the 

robustness of the expansion plan. The sensitivity analyses conducted included the 

following: 

High and low load growth 

• High and low fuel price projections 

• Constant differential between coal prices and all other fuels maintained over 

the planning horizon 

High and low disco\Ult rate 

20 percent minimum reserve margin case 

50 IF I x 1 combined cycle is installed in 2002 versus the conversion of 

Mcintosh Unit 5 to combined cycle 

501 F simple cycle combustion turbine is installed m 2002 versus the 

conversion of Mcintosh S to combined cycle. 

Lakeland also evaluated the benefits the Florida Municipal Power Pool (FMPP) 

will receive from Mcintosh Unit S and the proposed conversion to combined 

cycle. 

Has Lakeland adequately explored altunative generating technologies? 

Yes, Lakeland reviewed and evaluated numerous generating technologies . 

including both W1COnventional and conventional al ternatives. 
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Several conventional supply-side alternatives were ·onsidcred for Lakeland's 

expansion planning based upon screening analysis. The size of the alternatives 

selected considered the need for capacity and the suitability of the Lakeland site 

for the installation of the alternatives. Conventional alternatives considered for 

capacity expansion include: 

• Pulverized Coal Unit 

• Atmospheric Fluidized Bed Unit 

• Pressurized Circulating Fluidized Bed Unit 

• Combined Cycles 

• Simple Cycle Combustion Twbines 

Capital cost, performance, and O&M cost estimates were compiled for each 

capacity addition alternative. De1ails of the conventiona1 alternatives are 

provided in Subsection 11.6 of the Need for Power Application. 

Please describe the results of the analysis undertaken to e' •aluate the cost 

effectiveness of potential DSM programs. 

A total of 66 different potential DSM programs, which were identified b) 

Synergic Resources Corporation in the study o f Electricity Conservation and 

Energy Efficiency in Florida. were evaluated to assess tht!ir cost-effectiveness. It 

was concluded that none o f the programs evaluated represent a cost-effective 

a1temative to the conversion of Mcintosh 5 to a combined cycle unit. This 

analysis was conduced using the Florida Integrated Resource Evaluator (FIRE) 

model. 

9 



Q What was the process by which potential DSI\1 programs were evaluated? 

2 A The process used to evaluate the cost-eOectiveness of DSM programs confom1s 

3 to that required in Rule 25-17.008. Fla. Admin. Code. Specifically the 

4 procedures used are those set forth in the Florida Public Service Conunission 

5 Cost-effectiveness Manual for Demand Side Management Programs and Sdf 

6 Senice Wheeling Proposals. The Florida Integrated Resource Evaluator {tlRFl 

7 spreadsheet.. originally developed by Florida Power Corporation was used to 

8 assess the potential effectiveness of DSM programs. 

9 

10 Using the procedures specified in Rule 25-17.008 Fla. Admin. Code. FIRE 

II provides a systematic framework for identifying the benefits and costs associated 

12 \vith specific DSM programs. Avoided utility costs arc economically evaluated 

13 

14 

against DSM costs and load impacts to assess the effectiveness of the progran1 

over its useful life. Three DSM program cost I benefits tests are produced by the 

15 FIRE model and are used in considering DSM cost-effectiveness. These tests are 

16 the Rate Impact Test (RlM), the Total Resource Cost Test (TRC) and the 

17 Participants Test. The results of the three cost-effectiveness tests for the OSI\•1 

18 programs evaluated are shown in Table 13-7 of the Need for Power Application. 

19 

20 Q 

21 A 

..,.., _ _, 

.,. 
_.) 

Please describe the three DSM tests used to enluate DSM programs. 

All the DSM cost effectiveness tests are based on the comparison of discounted 

present worth benefits to costs for a specific OSM program. Each test is designed 

to measure costs and benefits from a different perspective . 

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

10 
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resulting from a DSM program. The h:st statistic is the .-atio of the util ity's 

benefits (avoided supply costs and increased revenues) compared to the utility· s 

costs (program costs. incentives paid. increased supply costs and revenue losses). 

A value of less than one indicates an upward pressure on rate levels us a result of 

the DSM program. 

The Total Resources Cost Test measures the benefit I cost ratio by comparing. the 

total program benefits (both the participant's and uti lity" s) to the total program 

costs (equipment costs, supply costs. participant costs). 

The Participants Test measures the impact of the DSM progran1 on the 

participating customer. Benefits to the participant may include bill reductions. 

incentives paid, and tax credits. Participants' costs may include equipment costs. 

operation and maintenance expenses. equipment removal, etc. 

Q Which cost-effectiveness test was utilized by Lakeland io evaluating DSM 

programs? 

A All three cost-effectiveness tests were calculated for each DSM programs 

analyzed and considered in our evaluation. As a practical manner. cost

effectiveness based upon the rate impact test plays a critical ro le in assessing the 

practicality of implementing any DSM program. Based on this criteria, no DSM 

programs that were evaluated were considered to be cost effective 

Q Has Lakeland demonstrated that its propo~ed convenion of Mclotosb S to a 

combined cycle unit is t he most cost effective a lternative? 

II 
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Yes, Lakeland has conducted detailed analysis to detennine the least-cost suppl~ 

plan to meet the growing needs of its customers. Lakehmd has e\'aJuated the 

proposed conversion to combined cycle against I 0 self-build a .. t:mativcs. 66 

DSM alternatives, and the 13 proposals submitted in the Invitation for Proposal 

(IFP) process. The proposed conversion to combmed cycle is the least-cost 

alternative compared to all options. 

Mcintosh Unit 5 will utilize the most enicient combustion turbine technology 

currently available. The high efficiency of Mcintosh 5 will ensure that the project 

will remain a competitive resource when deregulation occurs in Florida. Once 

Mcintosh Unit 5 is converted to a combined cycle. Mcintosh Unit 5 will be the 

most efficient power generating unit in the state and will operate at base load. 

The conversion to combine cycle allows Lakeland to generate electricity without 

burning additional fuel. This provides a resource addition that has very low 

operating costs and produces electricity for Lakeland customers and Peninsular 

Florida at low costs. The unit will also provide electricity to customers with low 

emissions. With the conversion to combined cycle. the unit will actually produce 

less emissions per kWh because the unit "~II utilize the waste heat from the 

combustion turbine. 

For the two cases in which a combined cycle unit and a simple cycle unit arc 

installed in 2002 instead of the conversion of Mcintosh Unit 5 to combined cycle. 

cumulative present worth revenue requirements increased $27.2 million and $7 1.9 

million respectively. 

12 
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6 1 
Are there any advene consequences to Lakeland customers if tbe proposed 

con,·enion of Mcintosh S to combined cycle unit is not c, -:lpleted in the time 

frame requested? 

Yes. Lakeland' s reserve margin is projected to fall below the 15 percent minimum 

reserve margin in 2002 if Lakeland's request is not granted. This could lead to 

potential outages and system failures for Lakeland and Peninsular Florida. nu: 

customers \\ill suffer adverse consequences ''i th the possibility of inadequate: 

power supply and potentially very high cost electricity. \\'ith the: low reserve 

margins projected for the state in 2002. the potential for insufficient power 

supplies may ex.ist. There is also a potential for SC\'ere economic consequences if 

the project is delayed or denied. If the project is delayed by even one year it is 

projected to cost Lakeland $9.35 million dollars on a cumulati\'c present wonh 

basis. 

Does this conclude your preftled testimony? 

Yes. 

13 
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BEFORE THE PUBLIC SERVICE COMMISSION 

CITY OF LAKELAND 

TESTIMONY OF MYRON R. ROLLINS 

DOCKET NO. 9900~3-EM 

FEBRUARY 3. I999 

Please state your name and address. 

My name is Myron R. Rollins. My business address is 1140 1 Lamar. Overland 

Park, Kansas 66211 . 

By wbom are you employed and in wbat capacity? 

, ') 
0 ~ 

I am employed by Black & Veatch as a Project Manager in the Plant Services 

Department of the Power Division. 

Please describe your responsibilities in tbat position . 

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

managing various projects for utili ty and non-uti li ty clients . ll1ese projects 

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

load forecasts, conservation and dcmaJld-side management. reliabili ty criteria and 

evaluation. development of generating writ addition alternatives. fuel forecasts. 

screening evaluation, production cost simulation. optimal generation expansion 

modeling, economic and financial evaluation. sensitivity analysis. risJ... analysis. 

power purchase and sales evaluation. strategic considerations. analyses of the 

effects of the 1990 Clean Air Act Amendments. feasibility studies. qualifying 

lactlity and independent power producer evaluations. power market studies and 
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power plant financing . 

Please state your professional experience and educational background. 

I received a Bachelors of Science degree in Electrical Engineering from the 

University of Missouri - Columbia. I also have two years of graduate study in 

nuclear engineering at the University of Missouri - 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 & Veatch since 1976 in the Power Sector 

Advisory Services area. ln the last ten years. I have been the project manager for 

over 100 projects. I have conducted a majority of my work for Florida utilities. 

Florida utilities for which I have worked include City of Lakeland-Department of 

Electric Utilities, Kissimmee Utility Authority. Florida Municipal Power Agency. 

Orlando Utilities Commission, Jacksonville Electric Authority. City of St. Cloud. 

Utilities Commission of New Smyrna Beach, Sebring Uti lities Commission. Ciry 

of Homestead. Flo rida Power Corporation. and Seminole Electric Cooperative. 

I attempt to stay abreast of Florida Public Service Commission (PSC) 

proceedings. For instance. I was the Project ~anager for projects that prepared 

1998 Ten Year S ite Plans for Kissimmee Utility Authority, City of Lakeland. 

Orlando Utilities Commission, and Jacksonville Electric Authority. I have 

previously presented testimony before the PSC for the Stanton I & 2 and AES

Cedar Bay need for power certification and had my testimony stipulated for 

Kissimmee Utility Authority and Florida Municipal Power Agency's Cane Island 

2 



• Unit 3 need for power certification. I have also partic:-.ated in the preparation of 

2 testimony for the Seminole Electric's Hardee County Combined Cycle Project. 

3 the Cypress Project, and the Hines Energy Center Project need for power 

4 certification. 

5 

6 Q What is the purpose of your testimony in this proceeding? 

7 A The purpose of my testimony is to address Lakeland's need for power as it relates 

8 to Mcintosh Unit 5 and the proposed conversion to combined cycle. In my 

9 temmony, I will discuss the methodology used to evaluate the need for Mcintosh 

10 Unit 5 and its proposed conversion to combined cycle. I will also discuss 

I I economic asswnptions used in the evaluations as well as the fuel price projections 

12 used. ln my discussion of Lakeland's need for Mt:lntosh Unit 5. and its 

13 conversion to combined cycle, 1 will discuss potential supply side alternatives to 

14 the project and the consistency of the project with Peninsular Florida· s needs. I 

15 will show that Lakeland has adequately explored alternative generating 

16 technologies and the project will provide adequate electricity at a reasonable cost 

17 and v.rill contribute to the electric system reliability and integrity of Lakeland and 

18 Peninsular Florida. 

19 

20 Q Were there Sections of the Lakeland Mcintosh Unit 5 l'eed for Power 

21 Application prepared by you or under your direct supen·ision? 

22 A Yes. Sections 4.0, 5.0, 6.0. 11 .0 and 16.0. 

24 Q Are you adopting these Sections as part of your testimony? 

25 A Yes. I am. 

3 
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Are there any corrections to these Sections? 

Yes. Attached as Exhibit MRR-1 are corrections to my adopted sections of the 

Need for Power Application. The corrections are minor typogrJphical errors 

except that the forecasted price of coal has changed on Table 6-5: Low Fuel Price 

Forecast Summary. The revised low fud price case coal prices decreased due to 

a spreadsheet error. The decreased coal prices do not a.ffect any of the other 

nwnbers in the Need for Power Application since the optimal expansion program 

did not select any coal fueled alternatives other than Mcintosh ni t -1 whose fuel 

price was calculated from another spreadsheet since it bums high sulfur coal for 

the first four years and petrolewn coke thereafter. 

Please describe the methodology used to determine the need for :\tdntosb 

Unit 5 and its convenion to combined cycle. 

There are two basic aspects of the need for Mdntosh Unit 5 and its conversion to 

combined cycle that are addressed by the methodology. The first is the reliability 

need that involves comparing the load forecast plus reserve margin requirements 

to available capacity to determine the need for new capacity additions. Mr. 

Lawrence has testified to the load forecast including the effects of cxisting 

conservation programs and reductions in peak demand from load management 

and interruptible loads. Mr. Runyan has testified that there arc no additional 

demand-side management programs that are cost effective that would reduce 

loads. Mr. Elwing has testified to the 15 percent reserve margin criteria Lakeland 

uses which is applied to the peak demand fo recast to obtain capacity 

requirements. Mr. Elwing has also testified to Lakeland's existing units. planned 
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unit retirements, and power sales contracts which d~tcrmi~c Lakeland's available 

capacity. The available capacity has been compared to the capacity requirements 

by Mr. Runyan to determine the need for additional capacity. 

The second aspect of the need for Mcintosh Unit 5 and its conversion to 

combined cycle that is addressed by the methodology is the economic need. The 

methodology for determining the economic need is the detentlmation that 

Mcintosh Unit 5 and its conversion to combined cycle is th~ least-cost alternative: 

available. Lakeland conducted an Invitation for Proposals (IFP) as described by 

Mr. Sanz-Guerrero to obtain purchase power bids. Lakeland also developed 

several self-build alternatives in addition to the conversion of Mcintosh Unit 5 to 

combined cycle as I will discuss later in my testimony. These alternatives wen: 

modeled .,..;th Black and Veatch' s POWROPT Optimal Generation Expansion 

Program to select the least cost expansion plans. Mr. Runyan' s testimony 

described these evaluations. The evaluations based on cumulative present wonh 

revenue costs were conducted over a typical 20 year planning horizon from 1999 

through 2018. The cumulative present wonh revenue costs include fuel costs for 

all units, ftxed and variable O&M costs for new units. and capital costs for new 

units. In addition to the base case evaluations, the methodology used numerous 

sensitivity analyses as described by Mr. Runyan to l!nsure that Mcintosh Unit 5 

and its conversion to combined cycle was the least cost alternative under a " ride 

variety of assumptions and conditions. 

Wbal economic parameters were assumed? 

A consistent set of economic parameters were assumed for the evaluations . A 

5 



v 7 

• general inflation rate of 2.5 percent was used. The general inflation rate was 

1 selected as being generally representative of future inflation rates assuming a 

3 continuation of current economic conditions. An escalation Tate o f 2.0 percent 

-1 was used for capital costs and 3.0 percent for O&M costs. The escalation rate for 

5 capital costs was selected based on the general perception that power plant capital 

6 cost increases will not quite keep pace v.ith general inflation. This may be 

7 especially tru.e with escalation rates applied to current combustion turbine based 

8 power plant costs which have increased significantly recently due primarily to 

9 increases in the cost of combustion turbines. Likewise. the escalation rate for 

10 O&M was perceived to increase slightly faster than general inflation due 

I I primarily to increases in labor costs. Lakeland 's long-teml bond interest rate is 

11 assumed to be 5.5 percent and the same interest rate was assumed for interest 

- 13 

I-I 

during construction. These were both selected to be consistent v.ith a :!.5 percent 

general in.flation rate. A 10 percent present worth discount rate was used. The I 0 

15 percent present worth discount rate is somewhat higher than the bond interest rate 

16 which is often used as a present worth discount rate in municipal utility economic 

17 evaluations. The I 0 percent present worth discount rate was selected to provide 

18 additional conservatism in the evaluations . Usc of a higher discount rate guards 

19 against high capital expenditures being made to reduce operating costs in the 

:!0 future when uncertainty of future conditions might negate those future operating 

21 cost savings. Sensitivity analyses were conducted v.ith the 5.5 percent present 

21 worth discount rate as well as a 15 percent discount rate which might better 
..,~ 

-J represent the rate payer's own discount rate. A fixed charge rate of 8.41 percent 

24 was developed based on the 5.5 percent bond interest rate and applied to the 

e 15 capital cost for new unit additions in the evaluations. 

6 



; ..... 0 ,, 

• 2 Q Why was a faxed charge rate used in the evaluations when Lakeland ;tlans to 

3 pa)' cash for the coavenioa of Mcintosh Unit S to combined C)·clc'? 

4 A A fixed charge rate was applied to all alternatives evaluated in order to have a fair 

5 and conststent evaluation between all alternatives even though Lakeland plans to 

6 pay cash for the conversion ofMclntosh Unit 5 to combined cycle. 

7 

8 Q What fuel forecasts were developed for the Need for Power Application? 

9 A Forecasts were developed for the del ivered price of coal. high and low sulfur No. 

10 6 oil. diesel fuel, natural gas. petrolewn coke. and refuse derived fuels. The coal 

I I price projection is based on the coal currently being burned in Mcintosh Unit 3. 

12 The fuel forecast used in the evaluations is based on the real fuel price projections 

e 13 contained in Appendix 21 .2 and sponsored by Mr. Sanz-Guerrero. The general 

14 inflation rate of 2.5 percent is added to make the fuel prices consistent .,.,,;th the 

15 economic assumptions in the evaluations. The base case fuel price projection in 

16 Appendix 21.2 is the same as presented in Lakeland's 1998 Ten Year Site Plan. 

17 High and low band fuel price projections were developed by adding an additional 

18 2.5 percent annually to the base case forecast for the high band and subtracting 

19 2.5 percent annually from the base case forecast for the low band. The plus nnd 

20 minus 2.5 percent band represents an even wider band than the I .5 percent band 

2 1 used in Lakeland's I 998 Ten Year Site Plan to further ensure that the selection of 
,., 

the conversion of Mcintosh Unit 5 to combined cycle as the least cost alternative 

23 is a very robust decision. 

24 

e 25 Q Has Lakeland compared their futl cost projections with other fuel price 

7 



• forecasts? 69 

2 A Lakeland conducted a thorough review of industry price forecasts. The intent of 

3 the review was to ensure Lakeland's view of future prices of fuel is similar to 

4 industry recognized forecasts. When compared with forecasts such as American 

S Gas Association (AGA). Gas Research Institute {GRl). Annual Energy Outlook 

6 (AEO) published by the US Department of Energy. and the DRJ forecast 

7 contained in the Cane Island Unit 3 Need for Power Application. Lakeland's 

8 forecast is similar to the industry recognized forecasts. Below is the fuel price: 

9 review for Lakeland's delivered fuel price projections as compared against 

I 0 industry fuel price forecasts for coal, oil, and natural gas. The industry forecasts 

II are for average prices for the nation. Coal costs for Florida arc much higher than 

12 the nation as a whole due to general Lack of ability to usc low cost western coal in 

13 

14 

15 

16 

17 

18 

19 

::!0 

21 

Florida and higher transportation costs associated Y.ith moving coal to Florida. 

Forecast 

1997 Lakeland 

1998 AGA 

1998 GRJ 

1998 AEO 

2000 Price 01 

Gas Oil Coal 

2.32 3. 14 1.78 

2.25 2.74 NA 

2.24 2.71 NA 

2.54 3.03 1.20 

1998 KUNFMPAIDRl 2.06 2.55 1.62 

2015 Price 111 

Gas Oil Coal 

2.94 4.13 2.10 

2.35 3.72 1.05 

2.40 2.71 1.15 

3.04 3.4 1 1.03 

2.51 3.50 1.54 

..,., (I) Forecast Prices are in 1997 dollars (real basis) SIMBtu. 

23 

24 Q II ow were tbe delivered aatural gas prices developed'! 

25 A The delivered natural gas prices were developed by adding a transportation charge 

8 
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3 Q 

4 A 

i' 0 

of $0.65/MBTU to the natural gas commodity fuel price . 

How was tbe S0.65 MBTU transportation price developed? 

The $0.65/MBTU transportation price is Lakeland's estimate of their future 

5 average price for natural gas transportation. It takes into consideration a number 

6 of factors including Lakeland's existing FTS-1 and FTS-~ entitlements and 

7 pricing, Phase IV capacity and pricing. relinquishment and acquisition of 

8 permanent capacity, and sale and purchase of interruptible capacity. 

9 

10 Q A re tbe fuel price projections developed reason11ble for use in naluMting 

II different generating unit a lternatives? 

12 A Yes. The fuel price projections are consistent \ovith current fuel prices for existing 

13 units at Lakeland and are reasonable to use to evaluate different generating unit 

14 alternatives. 

IS 

16 Q Does Lakeland bave adequate FTS-1 and FTS-2 natural gas transportation 

17 to opera te Mdntosb Unit 5? 

18 A Lakeland has significant amounts of FTS- 1 and FTS-2 natural gas transportation 

19 which can be used for Mcintosh Unit 5. Lakeland's FTS-1 and FTS-2 maximum 

20 daily quantities (MDQ) are shown below. 

2 1 Maximum Daily Quantity (Mcf/Day) 

fTS-1 

24 F f S-2 

Oct. Nov. 

17,952 17.724 

20.948 13.444 

Dec.-Feb. 

11,485 

13.444 

Mar. Apr. 

3.26 1 7.672 

20.944 22.636 

Mav .-Sept. 

8.306 

20.223 

e 25 38,900 3 1,168 24,929 24,205 30.308 28.529 

9 



·~ I 

• 2 Q Describe FGT's Phase IV expansion plans. 

3 A On August 15, 1997 FGT initiated an "open season" for a proposed expansion of 

4 mainline transmission capability to serve new and existing markets. Open season 

5 refers to the industry practice of conducting a survey of future market demands 

6 for transport of natural gas prior to the design and construction of new lin~ 

7 construction or expansion projects on existing pipeline systems. The survey is 

8 employed to evaluate regional demand for transportation capacity by requesting 

9 that potential shippers submit non-binding expressions of interest or requests for 

10 new. additional (incremental). or relinquishment of firm transmission service. 

II This process allows FGT to estimate the extent of pipeline capacit~ expansion 

11 volumes needed and to determine the overall economic feasibility of a system 

13 expansion. The open season is conducted under defi ned ground rules to assun: 

14 the integrity of the shipper's submissions and the non-discriminatory analysis of 

IS the response. 

16 

17 Q When wiU FGT's Phase IV npaosioo be implemented? 

18 A This initiative was structured to gauge the potential demand for the prospective 

19 FGT Phase IV expansion project with an estimated in-service date of mid-year 

20 2001. FGT fil ed for Federal Energy Regulatory Commission (FERC) approvals 

21 of the Phase IV expansion program December 2. 1998. The fili ng consists of 

expanding services to Southwest Florida ~ith 205 miles of underground pipelines. 

Additionally FGT proposes to add 48,570 horsepower of compression to its 

system. FGT anticipates construction of this project will begin in March of :woe. 
15 and is scheduled for completion and placement into service by Ma) 200 I. 

10 



• 2 Q 

3 

4 A 

s 

6 

'/ I) 

What in~remental transportation ~barges will Lakelant. likely incur as a 

result of FGT's Phase IV expansion expenditures? 

The proposed additions will add 272.000 MBtu per day o f incremental firm 

transportation service to Peninsular Florida. The estimated cost of the expans•on 

is $350 million. The Phase IV expansion of the FGT system should be capable of 

7 implementation at a relative!)' low incremental cost impact to existing and 

8 prospective customers. Transportation charges for incremental gas service should 

9 be less than FTS-2 rates. 

10 

II Q 

1:! A 

13 

14 

IS 

16 Q 

Did Lakeland nominate Phase IV gas? 

No, not directly. Lakeland is currently negotiating ~Aith third panics that have 

nominated Phase IV gas. Lakeland's negotiation~ are for both commodity and 

transportation. 

Once implemented, will FGT's Phase IV expansion pro\·ide the necessary 

17 transportation upacity to support Mcintosh Unit 5 and the proposed 

18 conversion to ~ombiot cycle? 

19 A Yes. The natural gas supply at the delivery point to the Mcintosh site will be fully 

20 adequate in terms of quanti ty and delivery pressure to support the facility. The 

2 1 ten mile 16 inch pipeline that Lakeland owns from the St. Petersburg lateral to the 

22 Mcintosh site is capable of delivering enough natural gas for approximately 800 

23 MW of generating capacity. 

24 

25 Q Has Lakeland adequately provided for natural ga~ transportation for 

II 
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Mcintosh Unit S to provide adequate and reliable tltctricit~· at 11 reasonable 

cost? 

3 A Yes. Lakeland has significant amounts of natur:1l gas transportation already under 

4 contract and is negotiating with third panics for additional transportation. The 

5 installation of Phase IV will ensure adequate natural gas transportation is 

6 available. In addition, Mcintosh Unit S \\ill have No. 2 oil as backup. which will 

7 ensure reliability and provide opport\lJUties for further sa ... i ngs on natural gas 

8 transportation costs. 

9 

10 Q Please dtScribe the generating unit alternatives that wert developed as 

II alternativtS to the conversion of Mcintosh Unit S. 

12 A Cost and performance estimates were developed for conventional. advanced. 

13 nuclear, energy storage systems, and renewable and waste energy resources as 

14 potential capacity addition alternatives. Although many of the technologies are 

IS not viable at this time, cost and perfonnance data were developed in as much 

16 detail as possible to provide the most aocurate resource planning evaluation. 

17 

18 Conventional alternatives were found to be the most technically viable and cost 

19 effective through a two-phase screening analysis developed on Section 12.0 of the 

20 Need for Power Application. The conventional generating unit alternatives 

21 developed included: 

22 Pulverized coal 

23 • Aunospheric fluidized bed 

24 Pressurized circulating fluidized bed 

25 Combined cycle 

1:! 



• 
:··I 

Simple cycle combustion turbine 

2 

3 Capital cost, performance and O&M cost estimates have been compiled for each 

4 capacity addition alternative. The estimates provide representative values for 

5 each generation alternative. 

6 

7 A 250 MW pulverized coal unit with dry scrubber. electrostatic precipitator and 

8 selective catalytic reduction (SCR) was selected as a solid fueled alternative. The 

9 unit is assumed to be located at the existing Mcintosh site \\i th rail ddivered coal 

1 0 and mechanical draft tower cooling. 

11 

12 

13 

14 

IS 

16 

Another solid fueled alternative is a 250 MW atmospheric circulating fluidized 

bed unit (AFB) with selective non-catalytic reduction (SNCR). The unit is 

assumed to be located at the existing Mcintosh site with rail delivered coal and 

mechanical draft tower cooling. 

17 Lakeland is pursuing a project utilizing the pressurized circulating fluidized bed 

18 technology. The flexibil ity, low cost, and efficiency of this technology will 

19 provide low cost generation for many years. The pressurized circulating fluidized 

20 bed is essentially a combined cycle burning solid fuel. The pressurized 

11 circulating fluidized bed v.rill operate on coal the first four years of operation 

22 under a Department of Energy (DOE) contract. Follo,\ring the first four years of 

23 operation, the unit is assumed to bum petroleum coke. Negotiations between 

~4 Lakeland and the technology providers are progressing at this time of filing. 

~5 

13 
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The combined cycle units all utilize conventional. heavy dutY, industrial type . 

combustion turbines. The C<'mbined cycles will be duul fueled with natural gas as 

the primary fuel and fuel oil as the secondllt)· fuel. The uni ts urc assumed to t~ 

located at the Mcintosh site with dry low NO, combustors for crnissiuns control. 

As described in Section 11 .6.6. the combined cycle units modckd 111 this Nc~:d for 

Power Application include: 

I x I General Electric 7EA 

2 x I General Electric 7EA 

I x I Westinghouse 501F 

I x I Westinghouse 501G 

The simple cycle combustion turbines will be dual fut:led " i th natural gas as the 

primary fuel and low sulfur No. 2 fuel oil as the secondary fuel. TI1e units arc 

assumed to be located at the Mcintosh site with dry low NO, combustor~ for 

emissions control. Combustion turbine alternatives were based on the size and 

performance of specific machines. There arc a number of combustion turhinc:. 

available from different manufacturers \\i th similar sizes and perfom1nncc 

characteristics. As described in Section 11.6. 7. the simple cycle combustion 

turbines modeled in this Need for Power Application include: 

General Electric LM 6000 

General Electric 7EA 

Westinghouse 50 IF 

Is lbe proposed projeel eonsl.stenc with J>eninsular Florldu'N needs'! 

Yes. the Florida Reliability Coordinating Council (FRCC) has selected o 

l-1 
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70 
minimum 15 percent reserve margin criterion to ensure reliability for Peninsular 

Florida. Based on information provided in the FRCC\ 1998 Ten \'ear Plan for 

the State of Florida, the available capacity meets the 15 percent reserve margin 

requirements in 2002. This 15 percent reserve margin is met by fully exercising 

all load management and interruptible loads. If all of these loads were served at 

the time of peak demand without the implementation of load management and 

interruptible load, Peninsular Florida would only have 6 percent reserve margin in 

2002. The available capacity consists of existing capacity, capacity which has 

been certified under the Florida Electrical Power Plant Siting Act. and proposed 

capacity changes not requiring certification under the Florida Electrical Power 

Plant Siting Act. Mcintosh Unit 5 will provide capacity to contribute to 

maintaining the 15 percent reserve margin as well as provide generating capacity 

in lieu of the load management and interruptible capacity being used to meet the 

15 percent reserve margin. 

Does this conclude your prefiled testimony? 

Yes. 

IS 
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BEFORE THE PUB LIC SERVICE COMM ISSION 

CITY OF LAKELAND 

TESTIMONY OF DAVID H. MCLAIN 

DOCKET NO. 990023-EM 

FEBRUARY 3, 1999 

Please state your name and address. 

i' 7 

My name is David H. Mcl ain. My business addn:ss 1s 50 I East Lemon Strl'l't; 

Lakeland. Florida 33801. 

By whom are you employed and in what capacity. 

I am employed by the City of Lakeland - Dcpanment of Ek ctric Utilities as 

Manager of Business Operations. 

(' lease describe your responsibilities in that position. 

As Manager of Business Operations. I am responsible for extemal reponing fur 

the utility. utility budget preparation, long-range budget fo recasting. linancing of 

19 projects. liaison with bond underwriters and finunt:ial ad\'isors and other linancc 

:20 related functions. 

:2 I 

:2:2 Q 

:23 A 

24 

25 

Please state your professional experience and educational background. 

I received a Bachelors of Science Degree in Accounting from Arkansas State 

I lnivcrsity and a Masters in Accounting from Memphis State University. I have 

been employed by the City of Lakeland - Depanment of Electric Utilities for ten 



e 2 

years. During this period I have held the position of Finan•·e Oflker and my 

current position of Manager of 13usiness Operations. Prior to this time period I 
~ 

J was employed as an Audit Panner with E\'uns. Parish & Fisk for seven years and 

4 employed as an auditor for Ernst & Whinney for se\'en years. 

5 

6 In my current position I am responsible for budgeting. outside repon ing and oond 

7 issues. I also oversee the Rates and lnfomlation Ser\'iccs Divisions. l\1y past 

8 experience includes auditing clients in \'ariow; industries including banking. real 

9 estate development, retail & wholesale food. and the electric industry. 

10 

II Q W hat is tbe purpose of your prefiled testimony in this prorccding? 

12 1\ ·n,c purpose of my prefiled testimony is to address the tinarcial fl.'a sihility tlf tiK· 

13 e 14 

City of Lakeland 's Mcintosh Unit 5 and proposed etlll\'c r~i tlllttll'lllllhinc:d I.'~ l.'lc. 

15 v Were there sections of the Lakeland Mcintosh Unit 5 Nt·cd for !'ower 

16 Application prepared by you or under your direct supen ·ision? 

17 1\ Yes, Section 19.0. 

I~ 

IIJ Q Arc you adopting this Section as part of your tt·stimony? 

:w 1\ Y cs. I am. 

~ I 

')'') Q Arc there any corrections to these Subsections'! 

23 A Ye~. Attached as Exhibit DIIM-1 is a minor correction to Section 19.0. The 

24 l.akclund 13ond Ordinances require a minimum coverage rutio of 1.30 (not 1.::!5). 

25 
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Q 

A 

Q 

A 

. , t') 

Does Lakeland have adequate access to funds to finance this :~roject? 

Yes. The City of Lakeland has a track record of strong financial perfom1ance and 

plant operation. Lakeland Bond Ordinances require a minimum coverage ratio of 

1.30 to ensure sound fmancial perfonnance. Currently Lakdru1d has a S 45 dd'll 

coverage ratio for senior debt and a 2.53 debt CO\'Crage ratio for combined senior 

and junior debt. 

How will this Project be fmancfll for the City of Lakeland? 

Even though Lakeland could easily obtain financing for lhr construction of 

Mcintosh Unit 5 and the proposed conversion to combined cycle. Lakclaml 

currently intends to pay for the project primarily out of cash funds. Lakeland 

does not intend to issue long-term debt for the project financing. 

Q Why is the City of Lakeland us ing cash as a means for paying for !\1clntosh 

Unit 5 and the proposed coovenioo to combined cycle? 

A To eliminate long-term financial responsibility and reduce indirect costS. 

Lakeland intends to pay cash for the construction and engineering of Mcintosh 

Unit 5 and the proposed conversion to combined cycle. 

Q What is the fmaocial impact of paying with cash? 

A There are no potential adverse financial implications with using cash to pay for 

the proposed conversion. Paying with cash eliminates Lakeland's long-tem1 

financial responsibility, and decreases the financial burden on the Lakelund 

ratepayers. The use of cash will result in savings of $2.905.000 of interest during 

wnstruction costs alone assuming a 5.5 percent interest rate and an 18 month 

3 



0 0 

• construction schedule . 

3 Q Despite using cash as the method of payment, wby is the proposed con,·ersion 

4 modeled as if it were fmanced using debt. 

5 A As explained in Mr. Rollins testimony. the capital cost of tl1e various alternatives 

6 varied widely. Therefore, we believe that a more fair comparison between 

7 alternatives would be to evaluate them with traditional tax exempt municipal 

8 financing. Thus, for evaluation purposes, the alternatives were evaluated 

9 assuming tax exempt financing. 

10 

II Q Does this conclude your testimony? 

12 A Yes it does. 
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1 COMMISSIONER DEASON: This matter was -- i t 

2 was indicated in the prehearing o r der t hat t here was 

3 the possibility of a bench decision , assuming 

4 Commissioners were comfortable wi t h that a nd St a ff wa s 

5 prepared to make a recommendation . I s St af f prepared 

6 to make a recommendation? 

7 

8 

MR. KEATING: Yes . 

COMMISSIONER DEASON: Okay . Commiss ioners, 

9 do you want to hear that r ecommendation now o r do you 

10 wa nt to delay a decision o n t h is matter? 

11 COMMISSIONER CLARK: I ' m r eady t o hear their 

12 recommendation . 

13 

14 

COMMISSIONER DEASON: Ve ry well. 

COMMISSIONER CLARK: Then I sort of can draw 

15 a conclusion whether o r not I would be comfortable 

16 with approving it in a bench decision. 

17 COMMISSIONER DEASON: Very well. You may 

1 8 proceed with your r ecommendation . 

19 MS. HARLOW: Based on La keland ' s petition, 

20 prefiled testimony and the information provided 

21 t h rough the discovery process by Lakela nd , Staff 

22 recommends a pproval of Lakeland' s request for a need 

23 determination for the conversion of Mcintosh Unit 5 t o 

24 combined cycle . Although there does no t a ppe a r to be 

25 a reliability need f or a retail load in the year 2002 , 
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1 the upgrade provides several benefits . 

2 First of all, it p rovides Lakeland with the 

3 least- cost alternative of meeting its air permi~ 

4 requirements from EPA. 

5 Second of all, it all ows -- it adds to 

6 Lakeland' s and also to Peninsular Florida ' s 

7 r eliability. 

8 And third, it allows Lakeland to retire 

9 several less efficient units. Lakeland has s igned a 

10 10 year, 100-megawatt contract with FMPA to offset 

11 some of the conversion costs. 

12 So based on the above, Staff r ecommend s 

13 approval of the unit. 

14 COMMISSIONER DEASON: Question s , 

15 Commissione rs? 

16 COMMISSIONER CLAR~: Yes . Does the sign i ng 

17 of the FMPA contrac t, in ef f ect , a l low them t o move it 

18 up a year? If they had no t signed the contract , they 

19 would have a need in 2003? 

20 MS. HARLOW: Yes , ma ' am . That ' s correct. 

21 And it would be a 13 - m@gawatt need in winter o f 2003 . 

22 COMMISSIONER CLARK: Okay . And would this 

23 be t he most cost-effective al ternative to meet that 

24 need? 

25 MS. HARLOW: The primary r eason that we 
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1 believe that Lakeland needs to convert tc combined 

2 cycle is to meet their air permits need . We also --

3 

4 Act? 

5 

COMMISSIONER CLARK: Is that the Clean Air 

MS. HARLOW: Yes, ma ' am. 
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6 

7 

COMMISSIONER CLARK: Tom is saying it ' s not. 

MR. BALLINGER: I tried to stay quiet. When 

8 Lakeland got the deal f or the combustion turbine, the 

9 original unit from GE, or Westinghouse I guess it was, 

10 that combustion turbine is a new design which has a 

11 little bit of ste am injection. The DEP saw that as a 

12 steam unit, quasi steam unit, and they were concerned 

13 about the air emissions. So what they d id is , since 

14 Lakeland had such a deal with Westinghouse, they 

15 allowed them to operate at certain NOX levels for a 

16 period of three years, I think it is? 18 months until 

17 the year 2002. At that time they needed to get their 

18 NOX levels down to a specified level. The most 

19 cost-effective way for Lakeland t o do that is t o 

20 convert this unit t o combined c ycl e and use proven 

2 1 tec hnol ogy of SCR. 

22 So the primary reason that Staff sees of 

23 Lakeland doing this conversion is for environmental 

24 reasons. 

25 COMMISSIONER CLARK: Yeah, but is it the 
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1 Clean Air Act that requires them to do that? 

2 MR. BALLINGER: That ' s probably whe re DEP 

3 got its emission levels from. 

4 COMMISSIONER CLARK: Yeah. As I understood 

5 the test imony , it was the Clean Air Act because it is 

6 a unit subject to the 1990 r equirements; is that 

7 right? Okay. So this i s the least- cost alternat ive 

8 of meeting their e nviro nmen t al need in 2002? 

9 

10 

MR. BALLINGER: Yes. 

COMMISSIONER CLARK: Okay . And it is going 

11 to be backed up by fuel oil? 

12 MS. HARLOW: Yes , ma ' am . 

13 COMMISSIONER CLARK: And is it no rmal for 

14 gas-fired units that 50% of it only 50% of the fuel 

15 is contracted for a nd the rest is bought on the spot 

16 market? I s that normal? Are we comfortab le with that 

17 in terms of fuel reliability? 

18 MR. BREMAN: Yes, ma ' am . It ' s okay . It ' s a 

19 competitive market out there and the utilities are 

20 always movi ng a nd hedging between how much is firm and 

2 1 how much i s spot . It ' s still a management dec ision. 

22 COMMISSIONER CLARK: Yeah , but we have - -

23 we're comfortable with the notion of on l y 50 % bei ng 

24 contracted for? 

25 MR. BREMAN: Yes , ma ' am . 
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1 COMMISSIONER CLARK: Okay . I have a 

2 question as to how you are going to - - wl.lt the order 

3 wi l l include in terms of the evaluation. Will it 

4 

5 

6 

include the 

t he company 

sort of a narrative of the evaluation 

the Ci ty went through? Then it will be 

an evaluation of the alternatives that we looked at 

7 and evaluated? And then it wil l touch on each of the 

8 issues in t he Power Plant Siting Act? The four issues 

9 essentially? It would cover that. 

10 MR. KEATING: Right . Wha t I would intend to 

11 do is track pretty closly the language in the basic 

12 positio n listed in the prehearing order, and those 

13 positions on all of the issues . That bas ic position, 

14 I think, covers what you just mentioned. 

15 COMMISSIONER CLARK: Well, I thought my 

16 concern wa s that it was fairly brief and c oncise. And 

17 my concern is that later on when we have other Power 

18 Plant Siting Act -- let me put it this way. Having 

19 reviewed recently Power Plant Siting Act orders , it is 

20 my concern that they be very c omplete as to the 

21 evaluation that has been made and be explicit as t o 

22 each point that ' s required, because I am concerned 

23 that some past o rders have been representative as 

24 being on a cost-effectiveness basis only, and when I 

25 looked at them I didn't draw that conclusion . And I 
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1 want to make sure that this i s a c omplete order that 

2 describes the process of e valuation t na t we went 

3 through. 

4 for ins tance , let me j ust -- does this add 
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5 to fuel diversity? I mean, thi s is a gas -fired plant, 

6 but it is going to be backed up by oil. Did we look 

7 at that and evaluate it? 

8 KR. BALLINGER: I think so, from Lakeland ' s 

9 system . You look at when you look at fuel 

10 diversity, it ' s kind of hard to get fuel diversity 

1 1 within the state for one unit. It doesn ' t c hange the 

12 mix a whole lot, but we did look at Lakeland ' s s ystem . 

13 COMMISSIONER CLARK: Well, I understand that 

14 any individual unit doesn ' t change it a whole lot, but 

15 it ' s the repetition over and over that c hange i t, so 

16 you have to look at each o ne . And what i s your 

17 conclusion? I guess my question would be, while we 

18 are seeing a l ot -- virtually every pl ant e xcept, I 

19 guess, you ' re going to build a coal fluidized bed 

20 in --

21 KR. YOUNG: We would hope to . Yes , ma ' am . 

22 COMMISSIONER CLARK: That -- by the fact 

23 that it has a backup of fuel oil that does a llow 

24 contribute to diversity, whereas if you just d id the 

2~ gas , it doesn ' t contribute t o diversity given t he fact 
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1 t hat every plant that we ' ve l ooked at recently i s 

2 gas-fired . I th i nk that would be impo rta n _ t o put in 

3 the order . 

4 MR. BALLINGER: That ' s correct. 

5 MR. YOUNG: Commiss i o ne r Clark, I think it 

6 c learly c r eates diversity on Lakeland ' s system . 

7 

8 

COMMISSIONER CLARK: Right . 

MR. YOUNG: I can't s peak to the s tatewide 

9 s ystem. I assume that Tom is correc t; that it 

10 wou ldn ' t have much o f a n impact . 

1 1 COMMISSIONER CLARK: You we r e still p l a nning 

12 to build that fluidized bed, right, with a grant from 

13 DOE? 

14 MR. YOUNG : ~-le ' ve got Mc intosh 1, 2 , 3 and 

15 this one is 5. So we do have a 4, and we are 

16 proposing -- we a re look ing at doi ng tha t and hope to 

17 proceed with it down the road . That it would be 

18 involving the federal government a nd because the y 

19 wo u l d be c ontributing to it, it wou ld require an 

2 0 environmental impact statement for use of fed funds 

21 and that proc ess takes a little bit longer than if we 

22 were n ' t doing it that wa y . So 

2J COMMISSIONER CLARK: That s till a ppears in 

2 4 yo ur Ten Year Site Plan , though, doesn ' t it? 

25 MR. YOUNG: Yes, ma ' am. 
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1 COMMISSIONER CLARK: I guess , let me ask . 

2 You don 't take issue wi t h any of the evaluation they 

3 did in-house to come up with the unit they did? I 
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4 guess it wa s 66 demand side, 13 buy and 10 self- build. 

5 HS. HARLOW: Yes, ma ' am. We r eviewed the 

6 data and we were comfortable with it. 

7 COMMISSIONER CLARK: Okay. 1s there any 

8 testimony that they presented that you take is~ue 

9 with? 

10 HS. HARLOW: No, ma'am. Our primary concern 

11 when we looked at it was the, more or less, a tone 

12 issue, in that the petitio n spoke to retail 

13 reliability need and we looked at the timing of the 

14 signing of the contract. That was our primary 

15 concern . And we looked at it a s an environmental 

16 need, f r ankly, in many cases, s uch that a conservation 

17 program could not meet that need . 

18 COMMISSIONER CLARK: Okay . All right. I 

19 don't have any other questions . I would like to see 

20 the order before it goes out, if I could. 

21 HR. KEATING: Okay. And we will reflect the 

22 fuel diversity. 

23 COMMISSIONER CLARK: And I think it has to 

24 sort of give a history of the evaluation that took 

25 pl a ce , the fact that it was evaluated -- that we 
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1 evaluated it against other alternatives, and the 

2 specific alternative would be l eaving the plants in 

3 serv i ce that were there, and t hat this is t he mo~t 

4 cost-effective to replac e that power and provide the 

5 13 that is needed . 

6 

7 

8 

9 

COMMISSIONER DEASON: Do I have a motion? 

COMMISSIONER CLARK: I move Sta ff. 

COMMISSIONER JOHNSON: Second. 

COMMISSIONER DEASON: It ' s been moved and 

10 seconded. Show then that Staff ' s recommendation is 

11 a pproved unanimously . Anything e lse to come befor e 

12 the Commission at th is tlme? 

13 MR. YOUNG: On behalf of Lakeland, I 

14 certainly want t o thank the Staff for all the time 

89 

15 they spent with us and thank you all very much for the 

16 t ime you s pent with us, and I hope that all of your 

17 proceedings in the future go like this . Thank you . 

18 COMMISSIONER CLARK: So do I . 

19 COMMISSIONER DEASON: That may be very 

20 optimistic , but we would like to see that as well. 

21 MR. KEATING: At least all of those that 

22 Mr. Young are i nvolved in. 

23 COMMISSIONER DEASON: Okay . Thank you all. 

24 This hearing is adjourned . 

25 
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1 (Thereupon, the hearing conc luded at 

2 10:Jo a.m.) 
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