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Q.
Please state your name and business address.

A. My name is Nicholas Guarriello.  My business address is 1000 Legion Place, Suite 1100, Orlando, Florida 32801.
Q.
By whom are you employed and in what capacity?

A. I am employed by R.W. Beck.  My current position is Principal and Immediate Past President/CEO.
Q.
Please describe R.W. Beck.

A.
R.W. Beck is a national management consulting and engineering firm with a multidisciplined staff of 550 and 25 offices nationwide.  R.W. Beck provides a variety of consulting and engineering services across several industries, including energy, water, and solid waste.  For the energy industry, R.W. Beck provides power supply analysis, assistance with requests for proposals (RFPs); independent engineering reviews and financial feasibility assessments; appraisal evaluations; due diligence reviews; transmission and distribution design services; construction management; planning and owner’s engineering services for generation and transmission facilities; preparation of environmental reports; and monitoring, permitting, and licensing.  Since its founding in 1942, some of the milestones that the firm has achieved include the following:

· Providing independent engineering and feasibility assessments associated with more than $150 billion in capital investment.
· Performance of due diligence reviews and/or design and engineering of more than 400 power-related projects.
Q.
Please state your educational background and experience.

A. I received a Bachelor of Science degree in Electrical Engineering from the Polytechnic University.  I have a Master of Business Administration from New York University.  I am also a registered Professional Engineer in the State of Florida.

I have more than 30 years of experience in the electric, gas, solid waste, water, and wastewater industries.  My experience includes financings, appraisals, retail rate studies, wholesale rate work, power supply planning, load forecasting,  consulting engineer’s reports for bond financing, contract analyses and negotiations, annual and biennial reports required by bond resolutions, and expert testimony and litigation support.  I also have significant experience in strategic and long-term planning for electric utility clients.  I have been involved in several internal task forces and external presentations addressing the competitive and restructuring issues facing the utility industry in the United States, including transmission access, deregulation, technological improvements, and retail wheeling. 

I have been involved in providing expert assistance or testimony regarding open access transmission filings in light of a changing utility environment and increased competition.

In addition, more recently, I have made several presentations regarding the renewed interest in coal generation and the future of the electric power industry. I have been staying abreast on utility trends impacting the industry and, over the years, have spoken at several executive forums on the resurgence of coal fired generation in the power industry and have researched this trend and its impact on the industry.

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

A. The purpose of my testimony is to provide an overview of Reedy Creek Improvement District (RCID) and its participation in the Taylor Energy Center (TEC).  I will summarize RCID’s existing generating system as well as its available purchase power resources.  I will also discuss RCID’s load forecast and its need for capacity.  I will provide an overview of the demand-side management (DSM) and conservation programs currently offered by RCID, as well as RCID’s ongoing commitment to evaluate new conservation opportunities.  In addition, I will discuss strategic considerations that support RCID’s decision to participate in TEC, and RCID’s ability to finance its ownership share of the TEC project.

Q.
Are you sponsoring any sections of Exhibit ___[TEC-1], the Taylor Energy Center Need for Power Application?

A.
Yes.  I am sponsoring Sections D.1.0, D.2.0, D.3.0, D.4.0, D.7.0, D.8.0, and D.10.0, all of which were prepared under my direct supervision.

Q.
Please provide a summary of RCID’s existing electric utility system.
A.
RCID owns, operates, and maintains facilities associated with the electric generation and distribution of power solely within RCID.  The current net summer generating capacity totals 60 MW. 


RCID’s Central Energy Plant (CEP) consists of a 1x1 combined cycle unit utilizing a General Electric (GE) LM6000 combustion turbine, with a net summer output of 55 MW.  In addition to the CEP site, the Epcot Central Energy Plant (ECEP) consists of two packaged diesel generating units to provide peaking and emergency backup service to vital loads.  Each diesel unit has a maximum permitted capacity limit of 2.5 MW.


RCID currently meets a major portion its electric system requirements through power purchases from Tampa Electric Company (TECO), Progress Energy Florida (PEF), and Orlando Cogen Limited (OCL).  Table D.2-1 of Exhibit __ [TEC-1] summarizes these purchase power contracts.

Q.
Please briefly describe the methodology used in developing RCID’s load forecast.  
A.
RCID’s primary customer is the Walt Disney Resort Complex (WDW), which represents approximately 85 percent of its load.  The remaining 15 percent of RCID’s load is primarily from commercial customers consisting of hotels and service businesses and approximately 10 residential customers.  As such, load forecasts for RCID are generally driven by its customers’ baseload business models.  RCID’s load growth is forecast to occur in increments due to new facilities developed as part of its customers’ business models.


For each forecast, the initial year values are established based on the previous year’s actual loads, adjusted for anomalies and any known incremental additions or subtractions.  While the types and locations of future development within RCID’s boundaries have been defined, the timing of these developments is not known with certainty.  As a result, the forecast is essentially a straight-line approximation of the growth rate. 

Q.
Please discuss the results of RCID’s base case load forecast.
A.
Incremental annual additions for the RCID load forecast range between 1 MW and 3 MW over the 2006 to 2010 time frame.  Incremental additions beyond 2010 are based on the average additions of approximately 1 MW per year through 2025.  The firm summer peak demand is projected to increase from 191 MW in 2006 to 213 MW in 2025 (an average annual growth rate of approximately 0.6 percent).  RCID’s annual energy requirements are expected to increase from 1,259 GWh in 2006 to 1,395 GWh in 2025 (an average annual growth rate of approximately 0.5 percent).  Table D.3-1 of Exhibit__[TEC-1] summarizes RCID’s net annual peak demand and energy requirements for the years 2006 through 2025. 

Q.
Were any alternative load forecasts developed?
A.
Yes.  High and low load forecasts were developed. 

Q. Please discuss the results of RCID’s high load forecast.

A. RCID’s high load forecast reflects that summer peak demand is projected to grow at an average annual rate of approximately 0.7 percent over the 2006 through 2025 period (from 195 MW to 223 MW).  Annual energy requirements are projected to increase at an average annual rate of approximately 0.7 percent over the 2006 through 2025 period (from 1,279 GWh to 1,468 GWh).

Q.

Please discuss the results of RCID’s low load forecast.

A.
RCID’s low load forecast reflects that summer peak demand is projected to grow at an average annual rate of approximately 0.3 percent over the 2006 through 2025 period (from 190 MW to 203 MW).  Annual energy requirements are projected to increase at an average annual rate of approximately 0.4 percent over the 2006 through 2025 period (from 1,246 GWh to 1,336 GWh).

Q. In your opinion is the process used for developing the demand and energy forecasts reasonable for planning purposes?

A. Yes.  The process used in developing the demand and energy forecasts is appropriate for planning purposes.
Q.
What reserve margin does RCID use for planning purposes?

A.
RCID plans to maintain a 15 percent reserve margin for planning purposes.
Q. Please describe RCID’s expected need for additional capacity to satisfy reserve margin requirements under the base case load forecast.

A. RCID is expected to encounter a capacity shortfall in 2011, taking into account load growth and the expiration of the PEF purchased power contract, at which time approximately 134 MW of additional capacity will be required to maintain a 15 percent reserve margin.  The need for additional capacity increases to approximately 185 MW by 2025.  Table D.4-1 of Exhibit __[TEC-1] summarizes RCID’s forecast annual capacity requirements for the years 2006 through 2025.
Q.
Please discuss RCID’s existing DSM and conservation programs.

A.
Throughout its history, RCID has demonstrated a strong commitment to conservation.  RCID has assisted and participated in numerous conservation and efficiency programs.  A vast majority of the DSM and conservation activities within the RCID service territory have been implemented for and/or by WDW.

The DSM and conservation programs assisted with or provided by RCID, in conjunction with its customers, include the following:

· Customer implemented DSM and conservation programs.
· Energy Efficient Lighting Solutions – Green Lights Program.
· Thermal Storage Facility/Program.
Q.
Are the impacts of DSM and conservation reflected in the load forecast for RCID?

A. Yes.  The load forecast for RCID reflects the DSM and conservation measures already implemented by RCID and its customers.   

Q.
Does RCID plan to consider any new DSM and conservation programs in the future?

A. Yes.  RCID and its customers will continually evaluate opportunities for energy conservation.  As new facilities are built, by the RCID or its customers, consideration will be given to the application of existing energy conservation programs to those new facilities, and any appropriate new DSM options will be evaluated for the new facilities. 
Q.
Are there any advantages that the installation of TEC will have on fuel diversity?

A.
Yes.  RCID’s existing generation is fueled by natural gas and diesel fuel, with a majority of its demand and energy requirements met through purchase power agreements with TECO, PEF, and OCL.  These purchase power agreements provide RCID with power from a diverse mix of resources and fuel types.  Based on available summer capacity and including purchased power broken down by generation fuel types for TECO and PEF, RCID currently meets its capacity needs through nuclear resources (4 percent), coal fired resources (16 percent), natural gas fired resources (63 percent), and oil fired resources (17 percent).  Under the least-cost expansion plan, by 2011, RCID will become primarily dependent on natural gas fired resources at 84 percent of its total available capacity.  Of the remainder, coal fired resources represent 13 percent and oil fired resources provide the remaining 3 percent.  

This change in capacity resources is primarily driven by the expiration of the PEF agreement and the addition of a new LM6000 combined cycle resource in that year.  With the inclusion of TEC in 2012, RCID’s available capacity under the least-cost expansion plan would shift back to a more diverse fuel mix.  Coal fired resources would increase to 32 percent of total available capacity, gas fired resources would decrease to 65 percent, and oil fired resources would represent the remaining 3 percent.  Therefore, the low cost baseload energy from TEC will help RCID reduce its dependence on volatile, higher cost energy from natural gas and oil.
In addition, the project will have the ability to source solid fuels from both domestic and international coal producing regions, as well as petroleum coke (petcoke) from the Gulf Coast region and the Caribbean.  Historically, the regions from which these coals and petcoke will be sourced have experienced less fluctuation in price and generally have had lower commodity prices than oil and natural gas on a $/MBtu basis.  As a result, TEC will not only provide solid fuel diversity for RCID, but it will also provide further fuel diversification through the capability to source coal and petcoke from numerous different regions, which will help mitigate exposure to high natural gas and fuel oil prices.  
Q.
Are there any advantages that the installation of TEC will have on fuel reliability?
A.
Yes.  The addition of solid-fueled generation increases the reliability of RCID’s fuel supply.  A coal and petcoke inventory for up to approximately 90 days of operation can be stored onsite, reducing the potential supply disruptions associated with natural gas like those resulting from hurricanes in the Gulf Coast.  Furthermore, the ability to store up to approximately 90 days of fuel mitigates potential transportation disruption. 
Q.
Are there any advantages that the installation of TEC will have on the stability of RCID’s electric rates?
A.
Yes.  TEC will help to satisfy the need for low cost, baseload energy within RCID’s service territory.  Additional low cost, baseload energy from TEC will help stabilize volatility in electric rates for consumers and businesses.  Electric rate stability will be beneficial for long-term planning.  

Q.
Will the economic advantages of TEC end after 2035?

A.
No.  Although economic evaluations have been conducted through 2035 for this Taylor Energy Center Need for Power Application (Exhibit __ [TEC-1]), TEC will be designed for, and is expected to have, a service life significantly greater than the 23 years of operation captured by the analysis period.  The benefits of TEC’s expected actual service life of 35 to 50 or more years have not been captured in the economic analysis, but are expected to be realized by RCID and the other project Participants.  Therefore, the total cost savings and benefits of TEC are understated in the economic analysis.

Q.
Are there any advantages that the installation of TEC will have on geographic diversity?

A.
Yes.  For RCID, the other project participants, and the State of Florida as a whole, TEC will provide geographic diversity because it will be constructed on a greenfield site.  The greenfield site provides RCID with baseload generation without increasing the concentration of its generation resources at one location or within its service territory.  This diversity should increase the reliability and availability of generating resources, particularly if a hurricane or other extreme condition causes forced outages in a localized area.

Q.
How will participation in TEC affect RCID’s portfolio of generating resources?

A.
RCID currently purchases approximately 80 percent of its capacity requirements through agreements with TECO, PEF, and OCL.  Participation in TEC will provide RCID with additional low cost, baseload generating capability and will reduce its dependence on potentially higher cost capacity and energy from power purchases in the volatile electric energy market in the future.

Q.
Are there other important factors that RCID considered in its decision to participate in TEC?

A.
Yes.  As discussed in the testimony of Paul Hoornaert, TEC will utilize proven supercritical technology and include the Best Available Control Technology to minimize plant emissions.  It was important to RCID that TEC utilize proven and reliable technology and also minimize impacts to the environment.
Q.
How does RCID intend to finance its participation in the construction of TEC?
A. RCID has not yet made a firm decision in regard to funding for its participation in TEC.  RCID may draw on its working capital to fund its participation in the TEC project during the preliminary design, engineering, and permitting phases.  RCID will likely obtain financing through a fixed or floating rate long-term revenue bond to fund its participation in the TEC project as construction begins.  RCID’s current bond rating is A- from Fitch and Standard & Poor’s, and A3 from Moody’s.  

Q.
Will RCID be able to obtain the financing for its participation in the construction of TEC?
A.
Yes.  Based on RCID’s bond ratings and reputation, RCID will be able to obtain financing for its ownership share of TEC.  

Q.
Does this conclude your testimony?

A. 
Yes.
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