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CASE STUDY NO. 1 
FARMINGTON, NEW MEXICO 

ERA REGION 24 

1.0 - System ~ e s c r i p t i z  

1.1 Serv ice  Area and Customers 

Farmington's  municipally-owned system s e r v i c e s  an a r e a  of  about  1,600 square  
m i l e s ,  making t h e  c i t y  t h e  l a r g e s t  munic ipal  power producer  i n  New Mevico. Far-  
mington i s  l o c a t e d  on t h e  Animas River approximate ly  15 mi les  from two l a r g e  coa l -  
f i r e d  g e n e r a t i n g  s t a t i o n s  owned and o p e r a t e d  by investor-owned u t i l i t i e s  ( I O U ' s ) :  
t h e  f o u r  Corners P l a n t  (2,234MW), owned and o p e r a t e d  by Arizona P u b l i c  S e r i v e ,  
and San Juan Generat ing S t a t i o n  (1,80OMW), owned and opera ted  by P u b l i c  S e r v i c e  
o f  New Mexico (PNM) . 

Farmington's  only  wholesale  customer i s  Aztec,  New Mexico: two t o  t h r e e  
PW are "wheeled" by Farmington from t h e  supply  genera ted  by hydro I a c i l i t i e s  
o p e r a t e d  by Western Area Power Admin i s t ra t ion  (WAPA). 

Table I d e p i c t s  t h e  mix of  customers and r a t e  o f  power consumption i n  t h e  
Farmington system. The f i g u r e s  p resen ted  a r e  f o r  t h e  month of  February 1980 
and a r e  : : ep resen ta t ive  o f  t h a t  t ime  of  t h e  y e a r .  

TABLE I .  CUSTOMERS AND CONSUMPTION 

No. of Customers Energy (kWh/yr) 

R e s i d e n t i a l  

Commercial 

I n d u s t r i a l  

Municipal  (wholesale)  1 

(Pph.rijnry 1980) 20, 353 

1 .2  E x i s t i n g  F a c i l i t i e s  

Farmington's  g e n e r a t i n g  f a c i l i t i e s  c o n s i s t  of one smal l  h y d r a u l i c  t u r b i n e  
g e n e r a t o r ,  one gas-engined g e n e r a t o r ,  two d iese l -eng ined  g e n e r a t o r s ,  and f o u r  
s team t u r b i n e  g e n e r a t o r s  a t  t h e  Animas Powerplant .  For p r a c t i c a l  purposes ,  t h e  
h y d r a u l i c  and engine-dr iven u n i t s  can be  d i s r e g a r d e d  because they  c o l l e c t i v e i y  
r e p r e s e n t  l e s s  than  7.5 p e r c e n t  o f  t h e  p l a n t ' s  n e t  g e n e r a t i n g  c a p a c i t y ,  and they  
run l e s s  than  150 hours  p e r  y e a r  each.  They a r e  occas iona l ' v  used f o r  peakinq 
and a r e  a v a i l a b l e  f o r  p l a n t  s t a r t - u p  from a c o l d  cond i t ion ,  The smal l  (0.2MW) 
h y d r a u l i c  u n i t  i s  i n  i n t e r m e d i a t e  s e r v i c e ,  b u t  can supply  l e s s  than  0.7 p e r c e n t  
of t h e  p l a n t  n e t - g e n e r a t i o n  even though t h e  r e q u i r e d  f u e l  (wa te r )  i s  f r e e  

P r e s e n t l y ,  s team t u r b i n e  u n i t s  No. 1 and No. 2 a r e  used f o r  peaking s e r v i c e  
o n l y ,  No. 3 c a r r i e s  an i n t e r m e d i a t e  l o a d ,  and No. 4 c a r r i e s  t h e  base  load .  A l l  
f o u r  u n i t s  burn n a t u r a l  gas  wi th  No. 2 f u e l  o i l . c a p a b i 1 j . t . x ~ ~  b u t  n a t u r a l  gas  h a s  
been used a lmost  e n t i r e l y  s i n c e  t h e  u n i t s  went i n t o : s e r v i c e i n  1957 and 1959, 
r e s p e c t i v e l y .  During 1980, t h e s e  f o u r  u n i t s  have genera ted  about  45 p e r c e n t  o f  
system demand, w i t h  t h e  remainder being purchased from PJM and WAPA from coa l -  
f u e l e d  and h y d r o e l e c t r i c  f a c i l i t i e s ,  r e s p e c t i v e l y .  The remainder of t h i s  s e c t i o n  



E X I S T I N G  UNITS TABLE I I 

HEAT 
UNIT TYPE NET INPUT 

STATION PRIME (BASELOAD, COGENERATION GENERATING DUE PRIMARY RATE ALTERNATE 
NAME LOCATION UNITS MOVER E T C . )  CAPABILITY CAPACITY (MW) ON-LINE FUEL(S)  (BTUIHR.)  FUELS 

C i t y  o f  

F a r m i n g t o n  1 S t e a m  P e a k i n g  NO 3 . 5  1 9 5 7  NG 5 0 N o n e  

2 S t e a m  P e a k i n g  NO 3 . 5  1 9 5 7  NG 5 0 N o n e  

3 S t e a m  I n t e r .  NO 7 . 8  1 9 5 9  NG 1 2  6 O i l  

4 S t e a m  B a s e  NO 1 5 . 2  1 9 5 9  NG 2 3 3 O i  1 

MAXIMUM 
HEAT RETIRE-  
RATE MENT 

(BTUIKWH) DATE 



d e a l s  o n l y  w i t h  t h e  e x i s t i n g  steam-powered u n i t s  c o n c e r n i n g  f u t u r e  s e r v i c e  
b e c a u s e  t h e  d i e s e l s  a r e  exempt under  t h e  FUA, and because  t h e  o t h e r  two u n i t s  
are advanced a g e  (30  y e a r s  f o r  t h e  g a s  e n g i n e  and 50 y e a r s  f o r  t h e  h y d r a u l i c  
t u r b i n e )  and acco 'unt  f o r  less t h a n  2 .5  p e r c e n t  o f  n e t  p l a n t  g e n e r a t i n g  c a p a c i t y .  

T a b l e  I1 d e s c r i b e s  t h e  f o u r  s t eam u n i t s  i n  d e t a i l .  

1 . 3  F u e l  Sources  

The C i t y  h a s  a  n a t u r a l  g a s  c o n t r a c t  w i t h  Amoco Gas Company, i n  e f f e c t  
s i n c e  October  1961,  which p r o v i d e s  app rox ima te ly  60 p e r c e n t  o f  t h e  n e c e s s a r y  
f u e l  s u p p l y  (2 ,000  mcf /day) .  Supply i s  from a  l o c a l  fi .-la.  f i v e  m i l e s  away, t h e  
y i e l d  o f  which h a s  been d e c l i n i n g  i n  r e c e n t  y e a r s .  A s econd  c o n t r a c t  w i t h  t h e  
Gas Company o f  New Mexico, which was e x e c u t e d  i n  l a t e  1977 t o  supplement  t h e  
d e c l i n i n g  Arnoco s u p p l y ,  s u p p l i e s  40 p e r c e n t  o f  t h e  s y s t e m ' s  f u e l  s u p p l y  (1 ,000  
mcf /day) .  The C i t y  e x p e c t s  t o  e x t e n d  b o t h  c o n t r a c t s  when t h e y  e x p i r e  i n  
Oc tobe r  1981. No g a s  s u p p l y  problems have  been e x p e r i e n c e d  i n  t h e  p a s t  n o r  a r e  
t h e y  a n t i c i p a t e d  i n  t h e  n e x t  1 5  t o  20 y e a r s .  The C i t y ,  i n  f a c t ,  e x p e c t s  t h e r e  
t o  b e  a  l o c a l  s u r p l u s  o f  n a t u r a l  ga s .  

1 .4  Demand P r o j e c t i o n s  

Fa rming ton ' s  sy s t em l o a d  i s  e x p c c t c d  t o  qrow a t  a r a t e  o f  a b o u t  f i v e  
p e r c e n t  annum th rough  t h e  y e a r  2000. T a b l e  I11 o u t l i n e s  t h e  s u p p l y  and demand 
p i c t u r e  f o r  1980. System " c a p a b i l i t y "  i n c l u d e s  r e s e r v e  c a p a c i t y  w h i l e  " a n n u a l  
ene rgy"  i s  a  t o t a l  o f  v a r i a b l e  l o a d s  h a n d l e d  by t h e  ssy tem.  The " r e s e r v e  r e q u i r e -  
ment" i s  n e c e s s a r y  t o  m a i n t a i n  s u p p l y  i n  t h e  e v e n t  of  an  equipment  f a i l u r e  a t  
any  o f  t h e  s u p p l y i n g  p l a n t s ,  a t  any t i m e  o f  y e a r .  

TABLE 111. 1980 EXISTING RESOURCES AND DEMAND PROJECTIONS 

C a p a b i l i t y  Annual Energy 
( N e t  MW) ( N e t  kwh) 

City-Owned G e n e r a t i o n  

Hydro - Conventional 

~ n t e r n a l  Combustion 2.2 400,000 

Steam - Gas/Oil  

F e d e r a l  Hydro P u r c h a s e s  (wAPA) 

Co lo rado  R ive r  S t o r a g e  P r o j e c t  16 .0  76 ,500 ,000 

O t h e r  S u p p l i e r s  

PNM 

T o t a l  

* T o t a l  Resources  f o r  1980 ( i n c l u d e s  3  MW r e s e r v e  r e q u i r e m e n t r S a n d  h y d r a u l i c  
and e n g i n e  u n 2 t s )  . 

* *  T o t a l  A n t i c i p a t e d  System Demand, Base on  Normal Annual System F a c t o r .  



As stated above, the system load is expected to grow at a rate of five 
percent per annum with the following results: 

TABLE IV. PROJECTED DEMAND 

Year Average Base Load Peak Load (Summer) 

1979 33.6 MW 58 MW 

2.0'Fuel Use Act Implications 

2.1 Applicability 

The four steam-pov'sred units are classified as an "existing electric 
powerplant" under the FVA definition: the diesel and hydroelectric facilities 
are not included under the FUA definition and are, therefore, exempt from the 
Act's prohibitions. 

Because the four steam-powered units are in combination at the same site 
and each has a heat input rate equal to or greater than 50 million Btu per hour, 
the heat input rates are aggregated toward the 250 million Btu per hour FUA 
threshold for a combined heat input rate of 459 million Btu per hour at the 
Animas Powerplant. None of the four steam-powered units, therefore, is exempt 
from the prohibitions of the FUA. 

Had the FUA not been passed by Congress, the Superintendent, Mr. Dale 
Carlsen, indicated that the City probably would have.invested in combined cycle 
units for some capacity expansion, and would not have emphasized in .its feasi- 
bility studies technologies based on alternate fuels or joint ownership oppor- 
tunities. Mr. Carlsen did state that natural economies of scale and proximity 
of large coal-fired plants, existing and planned, had compelled the City to 
investigate joint nwnership possibilities before passage of the FUA. The City 
is reticent about becoming too dependent upon or entangled with'the neighboring 
investor-owned utilities for fear of being absorbed. 

2.2 Compliance Strategies 

2.2.1 Existing Units 

I With respect to the four steam-powered units, Farmington has 
basically four options in complying with the FUA's prohibitions: 

. . 
o Fuel conversion (oil or Blternate fuels); 

o System compliance option; 



o Permanent and/or  temporary  exempt ions ;  and 

o S a l e  o f  sys tem.  

Fue l  Conversion:  Although t h e  f o u r  steam-powered u n i t s  have  t h e  
c a p a b i l i t y  o f  u s i n g  No. 2 f u e l  o i l  w i thou t  r e q u i r i n g  n o d i f i c a t i o n s  t h e  
C i t y  h a s  a t  l e a s t  t e m p o r a r i l y  r e j e c t e d  t h a t  o p t i o n  because  ,f t h e  l o c a l  
a v a i l a b i l i t y  o f  n a t u r a l  gat and t h e  d iseconomies  o f  u s i n g  o i l .  The u s e  o f  
o i l  i n  e x i s t i n g  u n i t s  i s  a l s o  s u b j e c t  t o  p r o h i b i t i o n  o r d e r s  i s s u e d  by 
t h e  S e c r e t a r y  o f  DOE, even though t h e  s t a t u t o r y  burden i s  on DOE t o  
p rove  t h a t  it i s  f i n a n c i a l l y  f e a s i b l e  t o  burn  a l t e r n a t e  f u e l s  i n  t h e  
powerp lan t ,  and t h a t  t h e  powerplant  had t h e  t e c h n i c a l  c a p a b i l i t y  t o  u s e  
a l t e r n a t e  f u e l s  o r  h a s  such  t e c h n i c a l  c a p a b i l i t y  w i t h o u t  s u b s t a n t i a l  
p h y s i c a l  m o d i f i c a t i o n  o r  r e d u c t i o n  i n  t h e  p o w e r p l a n t ' s  r a t e d  c a p a c i t y .  The 
C i t y  w a s  a l s o  aware o f  t h e  o i l  "back-out"  l e g i s l a t i o n  pending  i n  Congress 
and d i d  r ~ o t  t h i n k  t h a t  c o ~ v e r t i n q  t o  would be a I.nng-term s n l i i t i o n  t o  
t h e  FUA p r o h i b i t i o n s .  

The C i t y  had a l s o  r u l e d  o u t  conve r s ion  t o  a l t e r n a t e  f u e l s  which 
would r e q u i r e  s u b s t a n t i a l  m o d i f i c a t i o n s  t o  t h e  u n i t s  because  o f  t h e i r  
advanced a g e s .  Loca l  c o a l  f j e l d s  a r e  l o c a t e d  w i t h i n  1 5  m i l e s  o f  t h e  C i t y ,  
and s t r i p  mining  h a s  been  p roceed ing  f o r  many y e a r s :  t h e  Four Corne r s  
P l a n t  and t h e  San Juan  Gene ra t ing  S t a t i o n  a r e  bo th  mine-mouth powerp lan t s .  
Although t h e  C i t y  h a s  n o t  h i r e d  a c o n s u l t a n t  t~ study t h e  feasibility nf 
c o n v e r s i o n ,  M r .  e a r l s e n  no ted  t h a t  c o n v e r t i n g  t h e  g a s - f i r e d  u n i t s  t o  c o a l  
would r e q u i r e  new b o i l e r s  and advanced p o l l u t i o n  c o n t r o l  t echno logy  t o  
m e e t  New Mexico 's  s t r i n g e n t  env i ronmen ta l  r e g u l a t i o n s .  

M r .  C a r l s e n  r e p o r t e d  t h a t  a  s y n f u e l s  p l a n t  was b e i n g  p lanned f o r  
t h e  a r e a  by Texas E a s t e r n  S y n f u e l s  C o r p o r a t i o n ,  a  s u b s i d i a r y  o f  Texas 
E a s t e r n  Transmiss ion ,  and by Utah I n t e r n a t i o n a l .  The medium-Btu Coal  
g a s i f i e r ,  which h a s  been i n  p l a n n i n g  f o r  t e n  years ,would  be  b u i l t  w i t h i n  
35 m i l e s  o f  t h e  C i t y  a t  a n  e s t i m a t e d  c o s t  o f  $ 3  b i l l i o n .  Although t h e  
p l a n t  p r e s e n t l y  h a s  a 1983-84 s t a r t - u p  d a t e ,  M r .  C a r l s e n  i n d i c a t e d  t h a t  
Texas E a s t e r n  was hav ing  problems n e g o t i a t i n g  w i t h  t h e  Navajo I n d i a n s  and 
t h e  Bureau o f  Land Management (BLM) f o r  t h e  s t r i p  mining o f  c o a l  on t h e  
r e s e r v a t i o n  and on government l a n d s .  I f  t h e  p l a n t  i s  c o n s t r u c t e d  a s  
p l anned  and t h e  cost  o f  t h e  s y n t h e t i c  g a s  i s  r e a s o n a b l e ,  the C i t y  w i l l  
n e g o t i a t e  f o r  a  supp ly  o f  a l t e r n a t e  f u e l  t o  ex tend  t h e  l i v e s  o f  i t s  
c x i o k i n g  u n i t s  p a s t  1990. 

O b t a i n i n g  a supp ly  o f  syngas  might  a l s o  p r o v i d e  a b a s i s  f o r  s e e k i n g  
a permanent exemption f o r  p l a n t s  u s i n g  f u e l  m i x t u r e s  c o n t a i n i n g  n a t u r a l  
g a s  o r  pe t ro leum.  

System Compliance Opt ion:  Another  compliance s t r a t e g y  b e i n g  pursued 
by t h e  C i t y  f o r  i t s  e x i s t i n g , g a s - f i r e d  u n i t s  i s  t h e  sys t em compl iance  
o p t i o n  a u t h o r i z e d  under  T i t l e  V o f  t h e  FUA. I n  August 1980,  t h e  C i t y  f i l e d  
a proposed sys t em compl iance  p l a n  w i t h  DOE/ERA. The impo'r tant  e l emen t s  
o f  t h e  p l a n  are a s  f o l l o w s :  

o Between 1980 and 1990,  Farmington w i l l  n o t  u se  n a t u r a l  g a s  i n  i t s  
sys t em i n  g r e a t e r  p r o p o r t i o n  t h a n  it was used  i n  t h e  1974-1977 
b a s e  p e r i o d ,  which p r o p o r t i o n  was e s s e n t i a l l y  100 p e r c e n t ;  

o On o r  a f t e r  J anua ry  1, 1980,  Farmington w i l 1 , n o t  u se  n a t u r a l  
g a s  i n  i t s  sys tem i n  e x c e s s  o f  20 p e r c e n t  o f  t h e  b a s e  p e r i o d  
usage  o r ,  i f  l ower ,  t h e  minimum peak l o a d  r equ i rmen t  f o r  t h e  
c a l e n d a r  y e a r ;  

o From 1995 t o  2000, Farmington w i l l  n o t  u se  n a t u r a l  g a s  a s  a  



primary energy source, except for intermediate load and peak 
load; and 

o On or after January 1, 2000, Farmington will not use natural gas 
in its system at all, except in case a temporary extension 
is obtained. 

Permanent and/or Temporary Exemptions: Farmington's proposed 
system compliance plan presupposes that the city's existing units will be 
used only for peak load and reserve purposes on or after,January 1, 1990, 
even though the units are not scheduled to be retired until the 2000-10 
period. That being the case, the City is also considering filing for its 
two larger units a petition for a permanent exemption for peak load 
powerplants under Title I11 of the Act. In its petition and Fuels Decision 
Report, the City will be required to demonstrate the following: 

o The units will be used solely for peaking; 

o A denial of the exemption will result in an impairment of 
reliability of service; and 

o Modifications of the units to comply with FUA's prohibitions 
is technically infeasible or will result in an unreasonable . 
expense. 

The advantages of permanent peak load exemption over the system compliance 
option are that natural gas usage in the two exempt units will not be 
tied to 20 percent of the base period and that usage can extend beyond the 
year 2000. 

The City is also reviewing the feasibility of cogeneration. There 
are two schools within a mile of the Animas Powerplant which are presently 
heated by natural gas. It would be possible to supply one or both schools 
with heat  from the plai~L, dtptiidiiiY 011 L11e e~ullult~ic: LelleIiLs, L u L  the 
amount of fuel saved would be minor. The City might also consider pursuing 
a permanent exemption for cogeneration for its existing units, the grant 
of which is within the Secretary's discretion. 

A representative from DOE indicated at the City's compliance option 
meeting in Denver on April 2, 1980 that the City could pursue both a 
permanent exemption and a system compliance plan, but the exempbion petition 
must be granted before the system compliance plan is approved by DOE. If 
the exemption peition is granted before the compliance plan is approved, 
the exempt units are removed, in effect, from the "system' covered by the 
plan. If the Title V compliance plan is approved before the exemption 
petition is granted, however, the system owner is forever barred from 
seeking or obtaining any exemption under Title 111. The decision concerning 
whether to go forward with a compliance plan does not have to be made until 
the plan has been negotiated with DOE, and DOE has given the system owner 
notice of its intent to approve the plan. The City can proceed with the 
exemption petition up to that point before making any ultimate decision. 

Sale of System: Selling its system is also an alternative to 
undertaking the costs of compliance with the FUA. Indeed, Mr. Carlsen 
stated that PNM propositions every new City council to sell the Farmington 
system but the City is strongly committed to public power. 

2.2.2 New Capacity 

Because the City's FUA compliance strategy contemplates using its 
existing units after 1990 only for peak load,and reserve, the City is 
reviewing all of the following options for obtaining base load: 



o Construction of a plant using alternate fuels; 

o Construction of a jointly-owned plant using alternate fuels 
or purchase of a share of such a plant under construction or 
being planned; and 

I o Purchased .power. 

Construction of a New Plant: Although the City thinks that its 
options with respect to alternative technologies are limited by the dis- 
economies of scale associated with units smaller than 100MW, the City is 
studying a number of alternative technologies with the idea of perhaps 
constructing a new plant on its own. The City has considered constructing 
its own coal-fired unit, but does not expect to do so in the next ten 
years. The City is also trying to purchase a local coal lcasc in order 
to obtain a source for its own future plant or to use as a "bargaining 
chip" in a joint action project. 

The City is also considering installation. of several large diesel 
generators totalling 22MW of peaking capacity to accommodate projected 
growth between 1980 and 1995. The diesel capacity, which can be installed 
in a relatively short period of time--less than three years from order-- 
is presently exempt from the prohibitions of FUA. Supplies of No. 2 
diesel fuel could become a problem, and a heavy fuel oil operation might 
be more dependable in the long run. 

Another alternative technology being studied by the City is construc- 
tion of a number of hydroelectric facilities on the Animas River below 
the proposed Animas-La Platta Project, being considered by the Bureau of 
Reclamation (BuRec). Although the primary purposes of the project are to 
supply municipal water to Durango, Colorado, and irrigation water to the 
adjacent properties. BuRec also contemplates releasing water from the 
reservoir into the Animas River at a rate of 2,300 cfs. Because there is 
a 1,000-foot drop in elevation between the proposed dam site and the City 
of Farmington, the project could generate up to 3,000MW of power if 
appropriate hydroelectric facilities were constructed on the Animas. No 
final decision to proceed with the project has been made by B u R e c .  A 
Federal loan for hydroelectric facilities could make this alternative 
realistic. 

Finally, the City has submitted proposals to DOE under the Appro- 
priate Small Community Experiment Program for funding for a 50-100 KW 
hydroelectric project on the Animas River and for a 1MW solar project. 

Even though none of the City's plans for its own unit has'gone beyond the study 
stage, the City has been actively negotiating the purchase of shares of large 
coal-fired units under construction or being planned by other utilities. Prior to 
recent passage of enabling'legislation by the New Mexico Legislature, political 
subdivision could not build or own generating facilities outside of their political 
broundaries: they could buy power from but not capacity in, such plants. The 
passed enabling statute authorizes political subdivisions, including municipalities, 
to issue bonds for joint construction and/or ownership of generating facilities, but 
does not allow the creation of a joint agency of two or more political subdivisions 
with independent bonding authority. Mr. Carlsen indicated that the legislation was 
lobbied strongly by the investor-owned utilities to exclude such joint agency powers. 



PROPOSED UNITS TABLE V 

UNIT TYPE DUE HEAT MAXIMUM RETIRE- 
STATION PRIME (BASELOAD, COGENERATION RATED ON-LINE PREFERRED ALTERNATE INPUT HEAT MXNT 

NAME WJIT MOVER ETC. ) . CAPABILITY ZAPACITY COMMERCIALLY FLEL FUEL RATE RATE** DATE - - - - - 

San J u a n  4 Steam Base NO 450" 1982 Cc.al O i l  NA 10 ,000  NA 

Undesignated NA Steam Base NO loo*** 1985 Ccaal O i l  NA 10 ,000  NA 

* Farmington t o  own 5 0  MW.- P l a n t  b e i n g  c o n s t r u c t e d  by P u b l i c  S e r v i c e  Company of New Mexico. 

** Es t ima ted  

*** Co~~mencement of c o n s t r u c t i o n  i n  1982 f o r  100 MW, 
i f  approved and funded. 



The C i t y  i s  a l s o  c o n s i d e r i n g  j o i n t  ownership o p t i o n s  w i t h  nearby m u n i c i p a l i t i e s :  
Tru th  o r  Consequences, N.M. ,  Gal lup,  N.M. ,  and Durango, Colorado. 

4.0 Purchased Power 

The purchase  of power from, a s  opposed t o  owning c a p a c i t y  i n ,  nearby p l a n t s  i s  
p e r c e i v e d ' b y  t h e  C i t y  a s  a  l e s s  d e s i r a b l e  a l t e r n a t i v e  than  e i t h e r  c o n s t r u c t i o n  o f  
i t s  own u n i t  o r  j o i n t  c o n s t r u c t i o n  and/or j o i n t  ownership of  a  u n i t .  Purchased 
power i s  perce ived  p r i m a r i l y  a s  an  i n t e r i m  s o l u t i o n  t o  a n t i c i p a t e d  growth- and com- 
p l i a n c e  w i t h  t h e  FUA. The C i t y ' s  proposed system compliance p l a n  contemplates  
d i sp lacement  of t h e  C i t y ' s  e x i s t i n g  c o n t r a c t  wi th  PNM f o r ,  19MW o f  power from 
San Juan Generating.  S t a t i o n  by t h e  purchase  of  50MW of c a p a c i t y  i n  t h a t  t h e  purchase  
o f  16MW o f  power from WAPA w i l l  a l s o  remain c o n s t a n t  d u r i n g  t h e  1980-1990 pe r iod .  

I 5.0 Conclus ions  

The C i t y  o f  Farmington h a s  r e a c t e d  t o  t h e  FUA wi thou t  p a n i c  and wi th  a  h igh  
, d e q r e e  of  r e s o u r c e f u l n e s s .  The C i t y  h a s  e v a l u a t e d  i t s  p o s i t i o n  a c c u r a t e l y  and is  
d i l i g e n t l y  pursu ing  i t s  most a p p r o p r i a t e  shor t - t e rm o p t i o n s  wi thou t  f o r e c l o s i n g  
o t h e r  a l t e r n a t i v e s  which may become more a t t r a c t i v e  i n  t h e  long-term. The b e s t  
Shor t - term o p t i o n s  (lY8U-ZUUUj a r e  t h e  to l lowing:  

o  Pursue  a  permanent exemption f o r  t h e  l a r g e r  e x i s t i n g  g a s - f i r e d  u n i t s  based 
on peak load  powerplants  o r  f u e l  mixtures  c o n t a i n i n g  n a t u r a l  gas  t o  extend 
t h e i r  l i v e s  beyond t h e  y e a r  2000; 

o  Pursue  ( a t  t h e  same t ime)  a  sys tem compliance p l a n  t o  extend t h e  l i v e s  o f  
t h e  e x i s t i n g  u n i t s  beyond t h e  y e a r  1990,  i f  t h e  permanent exemption i s  n o t  
g ran ted ;  and 

o  Pursue  j o i n t  ownership o p t i o n s  w i t h  nearby I O U ' s ,  m u n i c i p a l i t i e s  and/or 
coops t o  o b t a i n  base  l o a d  power produced by f a c i l i t i e s  which w i l l  u se  
a l t e r n a t e  f u e l s  o t h e r  t h a n  o i l .  



CASE STUDY NO. 2  
LAMAR, COLORADO 

(LAMAR UTILITIES) 
ERA REGION 24 

1.0 SYSTEM DESCRIPTION 

1.1 S e r v i c e  Area and Customers 

Lamar, l o c a t e d  i n  s o u t h e a s t e r n  Colorado,  i s  a  predominantly a g r i c u l t u r a l  and 
ranching community. Lamar's munic ipal ly  o p e d  e l e c t r i c  u t i l i t y ,  which i s  managed 
by an autonomous u t i l i t i e s  board ,  s e r v i c e s  a  r e t a i l  a r e a  of  167 square  m i l e s ,  
i n c l u d i n g  t h e  towns of  Wiley and McClave, Colorado. Lamar a l s o  s u p p l i e s  wholesa le  
power i n  a  t o t a l  amount o f  about 2MW t o  t h e  nearby towns of  Holly and Granada, 
Colorado. 

Table  I p r e s e n t s  t h e  system composit ion o f  r e t a i l  customers and t h e i r  consump- 
t i o n  r a t e s ,  which i n c l u d e  t h e  1.2MW supp l ied  t o  Wiley and MeClave. 

TABLE I .  CUSTOMERS AND CONSUMPTION 

No. of  Customers Energy (KWH/yr.) 

R e s i d e n t i a l  
Commercial 
I n d u s t r i a l  
Municipal (wholesale)  

TOTAL 4,567 80,822,000 

*The towns of  Holly and Granada r e c e i v e  about a  2MW supply  w i t h  a  summer peak of 
2.55MW on a  wholesale  c o n t r a c t .  T o t a l  i s  Radian e s t i m a t e .  

1.2 E x i s t i n g  F a c i l i t i e s  

Generat ing equipment a t  t h e  Lamar Powerplant  c o n s i s t s  of  two l O O O K W  d u a l - f u e l  
powered g e n e r a t o r s  and f o u r  steam t u r b i n e s  which have a  t o t a l  r a t e d  c a p a c i t y  Of 
38 megawatts ( M W ) .  The n e t  c a p a b i l i t y  of  t h e  p l a n t  i s  35.8MWr al though steam Uni t s  
No. 1 and No. 2  a r e  regarded a s  " r e t i r e d , "  the reby  reducing t h e  n e t  by some 4P.W. 
(Net c a p a b i l i t y  is  t h a t  amount of  power t h a t  can be d e l i v e r e d  t o  t h e  d i s t r i b u t i o n  
sys tem,  t h e  remainder b e i n g  used i n t e r n a l l y . )  Uni t s  No. 1 and 2  could  b e . r e t u r n e d  
t o  s e r v i c e ,  b u t  t h e  need t o  do s o  is  n o t  a n t i c i p a t e d  because an  abundance o f  more 
e f f i c i e n t  g e n e r a t i n g  c a p a b i l i t y  e x i s t s  in-house. Uni t s  No. 1 and 2  a r e  l a i d  up i n  
a  "dry"  c o n d i t i o n .  

The f o u r  s e r v i c e  u n i t s  ( U n i t s  No. 3-6) a r e  n a t u r a l  g a s - f i r e d  wi th  No. 2  f u e l  
o i l  backup c a p a b i l i t y .  Uni t  No. 6  (24.8MW n e t )  i s  t h e  "base  load"  u n i t  which can 
meet t h e  p r e s e n t  maximum peak demand (summer) of  18.9MW, and which g e n e r a t e s  about  
90 p e r c e n t  of system requirements .  Uni t  No. 5  (5MW n e t ) ,  which i s  mainta ined on 
"warm" s tandby,  i s  regarded a s  r e s e r v e  c a p a c i t y .  

Uni ts  No. 3  and 4  a r e  p i s t o n  engine-dr iven u n i t s  wi th  1 M W  c a p a b i l i t y  each and 
wi th  d u a l - f u e l  c a p a b i l i t y :  they  a r e  normally run on 95 p e r c e n t  n a t u r a l  g a s  wi th  
5 p e r c e n t  No. 2  f u e l  o i l  f o r . i g n i t i o n ,  b u t  can run a s  d i e s e l  eng ines  on 100 p e r c e n t  
No. 2  f u e l  o i l .  These machines on ly  run a  few hours  a  month and a r e  regarded a s  
"standby" c a p a c i t y  t o  be brought  on- l ine  wi th  t h e  No. 5  steam u n i t  i n  t h e  e v e n t  
of  an  ou tage  of  No. 6 .  They l end  quiclc response  c a p a b i l i t y  t o  avoid purchase  o f  
o u t s i d e  power t h a t  could  r e s u l t  from an ou tage  of  No. 6. 



The City's facilities generate about 90 percent of system requirements with 
the remaining 10 percent, or about 2MW, supplied by the hydroelectric facilities 
of the Western Area Power Administration (WAPA). The power supplied by WAPA is 
regarded as "intermediate load" power. 

Table I1 describes the existing plant equipment in detail. 

1.3 Fuel Sources 

The City has four natural gas contracts to supply its demand. The City's 
primary source is the local Barrel.1 Springs Field, which is owned by Tom Brown, Inc., 
of Midland, Texas, Michigan-Wisconsin Pipeline, and Texas Oil and Gas with whom 
the City has contracts for the life of the field. Lamar owns the gathering system 
and pipeline to the field which consists of 11 existing wells with an estimated 
remaining life of 12. to 15 years. Most of the wells have a maximum efficient rate 
of production of less than 250 million Htu's per day, and toqether produce about 
2.5 million cubic feet per day (cfd) , varying from 1.5 to 5 million cfd during the 
year. 

The City also has a contract for interruptible supply with People's Division 
of Northern Natural Gas for a maximum 1 million cfd. 

The City has had no problems obtaining natural gas in the past and anticipates 
none in the foreseeable future. 

1.4 Demand Projections 

Load projections based on a growth rate of 5.1 percent have been tabulated by 
R. W. Beck and Associates (10/04/79) through the year 2020. The figures are 
presented below as Table 111. The table indicates that the base load unit's 
capacity will be almost fully utilized by the end of 1981, and additional supplies 
will be required thereafter. 

2.0 FUEL USE ACT IMPLICATIONS 

Units No. 5 and 6 are classified as an "existing electric power plant" under 
the FUA definition because their heat input rates (No. 5--96.8, No. 6--325) each 
exceed 50 million Btu's per hour for a combined total of about 422 miliion Btu's 
per hour. 

Retired Units No. 1 and 2, though located at the same site, would not be 
subject to the prohibitions of the FUA because their fuel heat input rates would be 
less than 53 mill.ic.n Btu's per hour, even if they were reactivated. 

Even though gas-fired, Units No. 3 and 4 are piston engine-driven and are, 
therefore, exempt from the prohibitions of the FUA. 

Had the FUA not been passed by Congress, the City of Lamar probably would 
have pursued essentially the same options, principally joint ownership, syngas, 
and cogeneration, which it has pursued. After the gas and oil "crunch" of the earlv 
1 9 7 0 ' ~ ~  Mr. Parnahan indicated that all of the City's planning has been directed 
toward technologies based on alternate fuels. 

2.1 Compliance Strategies 

2.1.1 Existing Units 

With respect to Units No. 5 and 6, Lamar has basically three options in 
complying with the FUA' s+, prohibitions : 

o Fuel conversion '(oil or alternate fuels) ; 



EXISTING UNITS TABLE I1 

UNIT TYPE NET 
STATION PRIME (BASELOAD, COGENERATION GE.NERATING DUE PRIMARY 

NAME LOCATION UNITS MOVER ETC.) CAPABILITY CAFACITY (MW) ON-LINE FUEL(S) 

Lamar Light  P i s t o n  Stand- 
& Power P l a n t  3 Engine By -- 1.0  1946 NG 

Lamar ~ i ~ h t  p i s t o n  Stand- 
& Power P l a n t  4 Engine By -- 1 .0  1949 NG 

Lamar Light  Warm 
h Power P l a n t  5 Steam Stand-By NO - 5 . 0  . 1952 NG 

Lamar Light  
& Power P l a n t  6 Steam Base YES* 24.8 1972 NG 

HEAT MAXIMUM 
INPUT HEAT RETIRE- 
RATE ALTERNATE RATE . MENT 

(BTUIHR.) FUELS (BTUIKWH) DATE 

8.38 O i l  8,387 2000 

9.17 Oi 1 9,170 2000 

1992 
w 

96.8 O i l  16,134 w 

325.0 O i l  13,000 2005 

* Thi s  is proposed upon s t a r t - u p  of  t h e  b iogas  p l an t .  



14 

TABLE 111. LAMAR ELECTRICAL CAPACITY AND ENERGY PROJECTIONS (10/04/79)* 

CAPACITY ENERGY ANNUAL LOAD GROWTH RATES - PERCENT 
REQUIREMENT REQUIREMENT FACTOR CAPACITY ENERGY, 

YEAR (Kw) (m) (PCT) (1) (2) (1) (2) 

(1) Growth rate since the previous year. 

(2) Average compound growth rate since .the last year 
of the historic data. 

* R.W. Beck and Associates for the Arkansas.River Power Authority. 



o Permanent and/or  temporary exempt ions ;  and 

o S a l e  ; o f  sys tem.  

The C i t y  d i d  n o t  f i l e  a  d e c l a r a t i o n  o f  i n t e n t  t o  p r e p a r e  a  sys t em compl iance  
p l a n  w i t h  t h e  Department o f  Energy by December 31, 1979,  s o  t h e  sys t em compl iance  
o p t i o n  under  T i t l e  V o f  t h e  A c t  i s  n o t  a v a i l a b l e  t o  t h e  C i t y .  

F u e l  Conversion:  Although U n i t s  No. 5 and 6 have t h e  c a p a b i l i t y  o f  u s i n g  
No. 2 f u e l  o i l ,  t h e  C i t y  h a s  r e j e c t e d  t h a t  o p t i o n  because  of  t h e  l o c a l  a v a i l a b i l i t y  
o f  n a t u r a l  g a s ,  t h e  d iseconomics  o f  u s i n g  o i l ,  and t h e  long- term i n s t a b i l i t y  o f  
o i l  supp ly .  

An October  1977 r e p o r t  p repa red  f o r  t h e  C i t y  by Stearns-Roger ,  C o n s u l t i n g  
Eng inee r s ,  a s s e s s e d  t h e  f e a s i b i l i t y  o f  c o n v e r t i n g  Un i t  No. 6 t o  c o a l .  Adding t o  
t h e  e x i s t i n g  No. 6 u n i t ,  a  c o a l - f i r e d  b o i l e r  o f  20MW c a p a c i t y  which was e s t i m a t e d  
t o  c o s t  $19.3 m i l l i o n  (1981 d o l l a r s ) ,  w i t h o u t  s u l f u r  d i o x i d e  p o l l u t i o n  c o n t r o l .  An 
a d d i t i o n a l  $1.5 m i l l i o n  (1981 d o l l a r s )  would be  added t o  t h a t  c o s t  i f  such  a c o n t r o l  
w e r e  r e q u i r e d  t o  meet a i r  q u a l i t y  pa rame te r s .  

With an  i n c r e a s e  i n  t h e  c o s t  o f  g e n e r a t i o n  of  $0.01328 p e r  KWH and w i t h  a  
r e d u c t i o n  i n  c a p a c i t y ,  t h e  C i t y  r e j e c t e d  t h e  c o a l  conve r s ion  o p t i o n  a s  b e i n g  t o o  
c o s t l y .  

The Stearns-Roger  s t u d y  a l s o  c o n s i d e r e d  c o g e n e r a t i o n  o f  s t eam from t h e  No. 6 
u n i t  t o  o u t s i d e  u s e r s  o r  o f  u s i n g  t h e  s team a t  t h e  power p l a n t ,  f o r  o t h e r  t h a n  
e l e c t r i c i t y  g e n e r a t i o n .  The c o g e n e r a t i o n  f e a t u r e  c o u l d  b e  added t o  No. 6 f o r  
p o s s i b l y  as l i t t l e  a s  $20,000 (1980 d o l l a r s ) ,  and t h e  C i t y  w i l l  implement it i n  
c o n n e c t i o n  w i t h  i t s  proposed syngas  p l a n t .  

The Stearns-Roger  s t u d y  p rov ided  impetus  f o r  t h e  C i t y ' s  i n v e s t i g a t i o n  o f  t h e  
f e a s i b i l i t y  o f  c o n v e r t i n g  biomass t o  syngas  (methane) u s i n g  cow manure from nea rby  
f a a d l . n t s  a s  t h e  raw m a t e r i a l .  I n  1977,  t h e  C i t y  h i r e d  t h e  c o n s u l t i n g  f i r m  o f  
CH211-Hill t o  do  a f e a s i b i l i t y  s t u d y  f o r  a  b i o g a s  c o n v e r s i o n  f a c i l i t y  a d j a c e n t  t o  
t h e  e x i s t i n g  power p l a n t .  The syngas  p l a n t ,  des igned  t o  supp ly  one m i l l i o n  c u b i c  
f e e t  p e r  day a t  1000 B t u ' s  p e r  c u b i c  f o o t  o f  g a s ,  was de t e rmined  t o  be  a  h i g h l y  
f e a s i b l e  o p t i o n .  A t  a  cost .  cf 514 m i l l i o n ,  t h e  p l a n t  i s  a n t i c i p a t e d  t o  supp ly  
o n e - t h i r d  o f  t h e  s y s t e m ' s  t o t a l  demand f o r  g a s  and t o  r e p l a c e  t h e  C i t y ' s  c o n t r a c t  
w i t h  P e o p l e ' s  D i v i s i o n  o f  Nor thern  N a t u r a l  Gas. The No. 6 u n i t  w i l l  s u p p l y  t h e  
syngas  p l a n t  w i t h  26,000 pounds p e r  hour  o f  50-pound steam. The C i t y  a n t i c i p a t e s  
l e t t i n g  t h e  c o n t r a c t  f o r  t h e  syngas  p l a n t  i n  October  1980,  and e x p e c t s  t h e  p l a n t  
t o  b e  o n - l i n e  w i t h i n  18 months w i t h  an a d d i t i o n a l  six-month s t a r t - u p  p e r i o d .  

The C i t y  i s  a l s o  i n v e s t i g a t i n g  c o g e n e r a t i o n  i n  connec t ion  w i t h  t h e  syngas  
p l a n t .  The syngas  p l a n t  i s  expec ted  t o  p r o v i d e  two u s a b l e  was t e  h e a t  s o u r c e s :  
s t a c k  g a s e s  and warm w a t e r  from t h e  p l a n t ' s  once-through c o o l i n g  system. The 
p o s s i b l e  u s e s  f o r  t h e  was t e  h e a t  s o u r c e s  i n c l u d e  i r r i g a t i o n  and s p a c e  h e a t i n g .  
A c o l l e g e  and a commercial p roduce r  have  a l s o  e x p r e s s e d  i n t e r e s t  i n  u s i n g  t h e  s o u r c e s  
i n  t h e  d i s t i l l a t i o n  o f  f u e l  a l c o h o l .  

The C i t y  i s  a l s o  mon i to r ing  t h e  p r o g r e s s  o f  t h e  5MW s o l a r  u n i t  b e i n g  
c o n s t r u c t e d  by P u b l i c  S e r v i c e  of  New Mexico, b u t  h a s  n o t  engaged a c o n s u l t a n t  t o  
s t u d y  t h e  s o l a r  o p t i o n .  The C i t y  a p p l i e d  t o  DOE, b u t  w a s  n o t  s e l e c t e d ,  t o  p a r t i c i -  
p a t e  i n  t h e  p r o j e c t  i n v o l v i n g  a 25MW s o l a r  r e t r o f i t  o f  an  e x i s t i n g  u n i t .  

Permanent and/or  Temporary Exemptions: Because t h e  C i t y  would l i k e  t o  f i r e  t h e  
No. 6 u n i t  on  some n a t u r a l  g a s  p a s t  1990,  t h e  C i t y  h a s  h i r e d  a c o n s u l t a n t  t o  s t u d y  
which permanent  and/or  temporary exemptions might  b e  o b t a i n e d  t o  e x t e n d  i t s  l i f e  
t o  a t  l e a s t  2005, t h e  proposed  r e t i r e m e n t  d a t e .  Among t h e  exempt ions  b e i n g  s t u d i e d  
a r e  t h e  fo l lowing :  



o Temporary exemption for future use of synfuels; 

o Permanent exemption for fuel mixtures containing natural gas or petroleum; 

o Permanent exemption for' cogeneration; and 

o Permanent exemption for, peak load power plants. 

If the City's plans to obtain base load capabity in coal-fired units under 
construction are realized, it is likely that the City will pursue a permanent 
exemption for peak load power plants for at least the No. 6 unit. 

Sale of System: Although the Superintendent, Mr. Bill Carnahan, indicated 
that a number smail utilities nationally were consideri.ng selling their generation 
and transmission facilities to larqer utilities as an alternative to compliance with 
the FUA, he indicated that the sale of the Ttamar system h a s  not been osncidorod 
a local poiitical issue. He attributed this t.n t.wn sitiiations unrelated to the FUA, 
First, the Colorado investor-owned utilities have not attempted takeover efforts. 
He pointed to the 30+ municipally owned systems in Colorado versus the six such 
systems in New Mexico. Second, Lamar Utilities Board is an autonomous board, less 
subject to external political influences. 

Mr. Carnahan indicated that'the City's commitment to public power was less 
philosophical than economic: in other words, so long as public power is competitivei 
the City will probably retain municipal ownership of the system. 

The City's efforts to obtain base load from plants using alternative techno- 
logies preceded passage of the FUA. The City has reviewed and is still studying 
all of the following options, any one of which, in combination with some type of 
permanent exemption for Unit No. 6, would relieve the City's FUA compliance problems: 

o Construction of a plant based on an alternative technology; 

o Purchased power; and 

o Construct.i.on nf a jni.ntly ~wnsd pIant; b n ~ o d  nn nn n.l.tr.rnativs t~chr~uloyy 
or purchase of a share in such a plant under construction or being planned. 

Construction of a New Plant: The 1977 Stearns-Roger study also analyzed the 
feasibility of the City's constructi.ng a new coal unit. The study analyzed three 
alternatives: 

o Addition of a new 20MW coal-fired i1ni.t  (new hni l..er and turbine) wikhont, 
scrubbers at a cost of $25.9 million (1981 dol.lars) or $0.06417 gcr KWH: 

o Addition of a new 20MW coal-fired unit (new boiler and turbine) with 
scrubbers at a cost of $27.3 million (1981 dollars) or $0.70121 per KWH: and . 

o Addition of a new 45MW coal-fired unit (new boiler and turbine) with 
scrubbers at a cost of $39.1 million (1981 dollars) or $0.05609 per Kim. 

:A.new 20MW coal-fired unit, used in conjunction with the existing No. 6 qas- 
fired unit, could only handle the system's projected capacity requirement through 
1992; that assumes some type of permanent or temporary exemption can be obtained 
from.Unit No. 6 which allows Lamar to burn gas past 1990. 

The cost estimate for the 45MW coal-fired unit assumed that the No. 6 turbine 
would be used in conjunction with a'new turbine: the proposed 45MW coal-fired unit, 



therefore, could only handle the system's projected capacity requirement through 
1993. In any case, Lamar Utilities Board rejected all three alternatives as being 
too expensive, particularly compared with the cost of the syngas plant which was 
studied by CH2M-Hill concurrently with the Stearns-Roger study. The City also 
emphasized the site problems with adding a coal unit because the existing acreage 
is insufficient and because there are coal transportation problems. The nearest 
developed coal source is in Wyoming, 400 miles away: the small mines in Canyon 
City and Florence, Colorado, 200 miles away, are already committed, according to 
Mr. Carnahan. 

3.0 Joint Ownership 

The City's most vigorous planning efforts have concerned joint ownership 
options which the City has pursued since 1976. In that year, the Cities of Lamar, 
La Junta, Las Animas, Trinidad, and Walsenberg, Colorado, and Raton, New Mexico, 
formed a nonprofit corporation to study collective action. The corporation hired 
Lutz, Daily and Brain to study basically three alternatives: adding generating 
capacity to individual member systems, purchasing all power from another utility, 
and joint action. The consultant recommended a 40MW coal-fired plant, jointly owned 
by the cities, which the cities rejected becadse of the diseconomies ot the pro1ect1S 
scale. 

Arkansas River Power Authority (ARPA) was officially created by contract in 
March 1979, pursuant to enabling leaislation passed by the Colorado legislature, 
which authorized two or more Colorado municipalities or out-of-stat. municipalities 
within 15 miles of the Colorado border to contract to form a joint power agency. 
Consisting of the aforementioned cities, ARPA has the following general power and 
duties : 

o Povrer to plan, construct, and own generation and transmission facilities 
in its name; and 

o Power to independently issue bonds and notes to finance facilities. 

Individual member utilities retain the following rights: 

o Right to secede from ARPA at any time, but presumably subject to contractual 
obligations to take certain amounts of power for ARPA projects in which the 
seceding city has agreed to participate; 

o Right to vacate from any individual ARPA project although all members must 
pay planning costs; and 

o Right to reconsider participation in any individual project if any one 
member opts out of the project. 

ARPA engaged R.W. Beck and Associates to do seven new feasibility studies of 
ARPA's options and of each member city's options. The final draft report of Lamar's 
options determined that all three of the City's best alternatives were with ARPA. 
Those alternatives, in descending order of preference, are as follows: 

o ARPA purchases 50MW of capacity out of each of Public Service of Colorado's 
(PSC) coal-fired Southe'astern Plant Unit No. 1 (470MV) and Unit No. 2 
(470MW), due on-line commercially in 1985 and 1986, respectively, and 
purchases of 50MW of capacity out of the City of Colorado Springs' coal-fired 
Nixon Unit No. 2 (208MW), due on-line commercially in 1988; 

o ARPA purchases 75MW of capacity out of each of PSC's Southeastern Plant Unit . 
No. 1 and No. 2; and 

o If PSC's Southeastern Plant is not constructed, ARPA purchases 150PllW of 



c a p a c i t y  o u t  o f  t h e  C i t y  of  Colorado Spr ings '  Nixon Uni t  No. 2 .  

M r .  Carnahan i n d i c a t e d  t h a t  t h e  Sou theas te rn  P l a n t  u n i t s  a r e  s t i l l  on-schedule 
f o r  1985 and 1986, r e s p e c t i v e l y .  A t  p r e s e n t ,  ARPA members have n e g o t i a t e d  a  l e t t e r  
o f  i n t e n t  t o  buy i n t o  t h e  Sou theas te rn  P l a n t ,  b u t  an ARPA proposa l  has  n o t  been 
fo rmal ly  a c t e d  upon by t h e  members. ARPA i s  n e g o t i a t i n g  a  p a r t i c i p a t i o n  agreement 
w i t h  PSC, and M r .  Carnahan e s t i m a t e d  t h a t , t h e  agreement would probably  be  
f i n a l i z e d  w i t h i n  s i x  t o  e i g h t  months. M r .  Carnahan expected ARPA t o  s e l l  bonds 
w i t h i n  a  y e a r  t o  c o n s t r u c t  some needed t r a n s m i s s i o n  f a c i l i t i e s .  

A s  suggested e a r l i e r ,  i f  t h e  C i t y ' s  ARPA a l t e r n a t i v e s  a r e  r e a l i z e d ,  t h e  C i t y  
shou ld  have no problems i n  complying wi th  t h e  FUA by 1990. 

4.0 Purchased Power 

A t  p r e s e n t ,  t h e  C i t y  purchases  t e n  p e r c e n t  of  i t s  power from WAPA. The  C i t y  
h a s  no p l a n s  t o  i n c r e a s e  t o  expand i t s  purchases  i n  t h e  f u t u r e ,  u n l e s s  t h e  C i t y ' s  
j o i n t  a c t i o n  a l t e r n a t i v e s  do n o t  work o u t  a s  expected.  The purchase  of  power has  
a  h i g h e r  p r i o r i t y  t h a n  c o n s t r u c t i o n  o f  t h e  C i t y ' s  own new p l a q t ,  however. 

5.5 Conclusion 

Lamar U t i l i t i e s  have i n v e s t e d  an ex t raord i ,na ry  amount of t i m e  and e f f o r t  i n  
p l a n n i n g  i t s  f u t u r e  base  l o a d  c a p a c i t y  around a l t e r n a t e  f u e l s ,  p r i n c i p a l l y  c o a l .  
These p l a n s  were conceived n o t  a s  a  response  t o  t h e  p r o h i b i t i o n  o f  t h e  FUA, b u t  
because  management r ead  t h e  "handwri t ing on t h e  w a l l "  w i t h  r e s p e c t  t o  o i l  and gas  
s u p p l i e s  and p r i c e s  i n  t h e  middle 1970 ' s .  A s  a  consequence,  t h e  C i t y ' s  p l a n s ,  
which i n c i d e n t a l l y  should  b r i n g  them i n t o  compliance w i t h  t h e  FUA by 1990, a r e  
f a i r l y  advanced. These p l a n s  a r e  a s  fo l lows :  

o Proceed wi th  j o i n t o w n e r s h i p  o p t i o n s  through j o i n t  agency (ARPA) o r  
independent ly  wi th  nearby I O U ' s  m u n i c i p a l i t i e s ,  and coops t o  o b t a i n  base  
load  power produced by f a c i l i t i e s  which w i l l  use  a l t e r n a t e  f u e l s  o t h e r  than 
o i l ;  and 

o  Pursue  permanent exemptions f o r  peak load  power p l a n t s ,  cogenera t ion ,  o r  
f u e l  mixtures  f o r  Uni t s  5  and 6  t o  extend t h e i r  l i v e s  beyond 1990. 



a CASE STUDY NO. 3  
DOVER, DELAWARE 

E2A Region 5  

1.0 System ~ e s c r i ~ t i o n  . 

1.1 S e r v i c e  Area and Customers 

Dover ' s  municipal ly-owned sys t em s e r v i c e s  an  88 s q u a r e  m i l e  a r e a  i n c l u s i v e  
o f  t h e  c i t y  c o r p o r a t e  l i m i t s  and s u r r o u n d t n q  r u r a l  a r e a s .  Dover, l o c a t e d  i n  
N o r t h c e n t r a l  Delaware,  i s  t h e  l a r g e s t  mun ic ipa l  u t i l i t y  i n  t h e  s t a t e  and i s  a  
member of  t h e  PJM powerpool. The u t i l i t y  s e r v i c e s  12,000 r e s i d e n t i a l  cus tomers  
and 1 ,540 commerc ia l / i ndus t r i a1  cus tomers .  Its l a r g e s t  u s e r s  a r e  Genera l  Foods 
(12-15MW), Dover A i r  Force  Base (12-15FflV), and S c o t t  Pape r  Company (2-3tQI). 
There  a r e  no w h o l e s a l e  cus tomers .  Dover Munic ipa l  s e l l s  and pu rchases  power 
w i t h  t h e  PJM poo l  t h rough  Delmarva Power and L i g h t  Company. 

1 . 2  E x i s t i n g  F a c i l i t i e s  

Dover ' s  g e n e r a t i n g  f a c i l i t i e s  c o n s i s t  o f  two s m a l l  g a s / o i l  b u r n i n g  u n i t s  
(15MW n e t  each )  which a r e  c o a l  c a p a b l e ,  and a  104MW u n i t  which o p e r a t e s  on 
n a t u r a l  g a s  and o i l .  The t o t a l  n e t  g e n e r a t i n g  c a p a c i t y  f o r  t h e  sys t em i s  134MW. 
Tab le  I p r o v i d e s  a d d i t i o n a l  i n f o r m a t i o n  on t h e s e  u n i t s .  

 he sys t em has '  a  summer peak o f  93MW (1978) and h a s  s e a s o n a l  v a r i a t i o n  o f  
purchased  power demands, based  on economy l o a d  and economy s a v i n g s .  The u n i t s  
are up and down based  on t h e  p r i c e  o f  pu rchased  power. No power i s  e x p o r t e d  ' , 
e x c e p t  f o r  o b l i g a t i o n s  t o  t h e  PJM p o o l  which i n c r e a s e s  a s  l o a d  i n c r e a s e s .  

1 .3  Fue l  Sources  

Dover r e c e i v e s  i t s  n a t u r a l  g a s  from E a s t e r n  Shore  Gas ~on?+any on a  
yea r - to -yea r  i n t e r r u p t i b l e  c o n t r a c t  which can be  ex tended  a t  any t i m e ,  and 
can  be  amended monthly based  on t h e  a v a i l a b i l i t y  o f  e x c e s s  gas .  Long-term 
c o n t r a c t s  a r e . h e l d  w i t h  P e t r o n i  O i l  f o r  36-40 m i l l i o n  g a l l o n s  p e r  y e a r .  
These a r e  t h e  o n l y  f u e l  s u p p l i e r s  f o r  t h e  mun ic ipa l  sys tem.  

P r e s e n t l y ,  t h e r e  a r e  no  supp ly  problems w i t h  e i t h e r  n a t u r a l  g a s  o r  o i l .  
During o c c a s i o n a l  s u p p l y  c r u n c h e s ,  t h e  p r i c e  o f  o i l  i n c r e a s e s  p r i m a r i l y  due  
t c  hav ing  t o  pay f o r  o u t s i d e  supp ly .  The re  a r e  no  n a t u r a l  g a s  supp ly  problems,  
and Rober t  Schucker ,  U t i l i t y  Manager, e x p e c t s  n a t u r a l  g a s  t o  be i n  p l e n t i f u l  
s u p p l y  i n  t h e  y e a r s  ahead .  

1 .4  Demand P r o j e c t i o n s  

Demand f o r e c a s t s  a r e  des igned  on summer peak l o a d s .  Dover e x p e c t s  
c o n t i n u e d  growth th rough  1988-89 y e a r s .  The 1978 peak was 93MFJ and p r o j e c t i o n s  
r ange  from 105MW f o r  1980-81, 116EII.7 f o r  1984-85 t o  141MW f o r  1988-89. The 
sys t em i s  expec ted  t o  m e e t  t h e  p r o j e c t e d  demand and m a i n t a i n  r e q u i r e d  gene ra -  
t i o n  w i t h  c a p a c i t y  expans ion  ( s e e  S e c t i o n  2 .2 .2)  on s c h e d u l e .  

2.0 F u e l  U s e  Act I m p l i c a t i o n s  

2 . 1  compl iance  S t r a t e g i e s  

The F u e l  U s e  A c t  (FUA) h a s  had minimal impact  on t h e  Dover o p e r a t i o n s .  
P r e s e n t l y ,  t h e  u t i l i t y  h a s  a  temporary p u b l i c  i n t e r e s t  exemption f o r  f i v e  
y e a r s  which w i l l  e n a b l e  it t o  c o n t i n u e  u s i n g  n a t u r a l ' g a s .  P r o v i d i n g  n a t u r a l  
g a s  i s  a v a i l a b l e ,  t h e  u t i l i t y  p l a n s  t o  r e f i l e  f o r  a n o t h e r  exemption a s  t h e  
f i r s t  one e x p i r e s .  T h i s  p l a n  w i l l  e n a b l e  Dover t o  u t i l i z e  t h e i r  e x i s t i n g  
g e n e r a t i n g  c a p a c i t y  t o  maximum e x t e n t  u n t i l  new g e n e r a t i o n  i s  e s t a b l i s h e d  
( s e e  S e c t i o n  2 . 2 . 2 ) .  



E X L S T I N G  UNITS TABLE I 

HEAT MAXIMUM 
UNIT TYPE NET INPCT HEAT RETIRE- 

STATION PRIME (BASELOAD, COGENERATION GENERATING DUE P3IK4RY RATE ALTERNATE RATE MENT 
NAME LOCATION UNITS MOVER E T C . )  CAPABILITY CAPACITY (FN) ON-LINE F j E L ( S )  (BTUIHR. ) FUEL3 (BTUIKWH) DATE 

N c K e e  
R u n n  D o v e r  1 S t e a m  B a s e  N 0 1 5  1 9 6 1  WG - O i l  1 0 ,  800  U 

M c K e e  
Run  D o v e r  2 S t e a m  B a s e  N 0 1 5  1 9 6 2  MG - O i l  1 0 , 8 0 0  U 

M c K e e  
Run D o - g e r  3 S t e a m  B a s e  N 0 1 0 4  1 9 7 5  3 G  - O i l  1 1 , 0 0 0  U 

N 
0 



2.2.1 Existing Units 

The design of the Dover units enables the utility to'burn gas, 
oil or coal in the two smaller generators. Unit 3 can burn either gas 
or oil. 

Natural gas 1s the preferred boiler fuel when it is available. 
the use of gas reduces maintenance and machinery wear more than if the 
units were on oil. The cost for natural gas is easily competitive with 
the price for oil. In addition, by using natural gas as the boiler 
fuel, the system saves approximately 12 million gallons of oil per year. 

While the two small units are coal capable, the utility would have 
to install particulate controls before switching to coal. Dover 
converted to oil in the early 1970's and has since decreased its area 
capacity for handling coal storage;. the former area now occupied by oil 
tanks. In addition, there would be a high expense for the pollution 
control equipment for those size units ($2 million). 

2 . 2 . 2  New Capacity 

The City of Dover is examining the feasibility of constructing 
and operating a new coal-fired unit in the 200-250MW range. Based on 
the utility's demand projections, the new unit will be needed for the 
1987-88 years. A consulting firm is presently preparing a report, due 
in January 1981 on the sitirLg, design engineering and operating parameters 
to be considered. Some thought may be given to a refuse-derived fuel 
option for this facility also. 

3.0 Joint Ownership 

The State of Delaware enacted joint action legislation in 1978. In 1979, the 
Delaware Municipal Electric Corporation was established; made up of the municipal 
utilities in the state including Dover. Presently, the principal concern for the 
municipals is vbtainir~y access Lo interconnections with the transmission systcm 
which is owned and operated by Delmarva. 

The Municipal Corporation has no immediate plans for building their own 
generating station, though purchasing portions of plants is being considered. With 
the possibility for building and operating their own unit, the City of Dover 
chose not to participate in the joint ownership organization. Dover, the largest 
municipal utility in the state, had been a leader in supporting joint action 
legislation. 

4.0 Purchase Power 

It is uneconomical for Dover to purchase bulk power at the expense of reducing 
generation. Power purchased off the PJM pool is offset by the power sold to same. 

Dover is not considering the sale of its system to a larger utility as a 
compliance strategy. 

Dover is investigating the possibility of purchasing a share (50MW) of 
Delmarva's proposed Vienna plant (466PW) which is scheduled for 1987. The 
utility has also been approached by Philadelphia Electric regarding power purchase. 



5.0 Conclusions 

Dover municipal  has  no s e r i o u s  compliance problems wi th  t h e  FUA. They have 
e x e r c i s e d  o p t i o n s  f o r  p u b l i c  i n t e r e s t  exemptions t o  a l low f o r  cont inued use of  
n a t u r a l  gas .  

Delay o r  c a n c e l l a t i o n  of  t h e  proposed c o a l - f i r e d  u n i t ,  scheduled f o r  1987-88, 
would have very s e r i o u s  i m p l i c a t i o n s  f o r  t h e  u t i l i t y .  The p l a n t  i s  expected t o  
r e l i e v e  t h e  n a t u r a l  gas  use  i n t o  t h e  1990 ' s .  Without t h e  c o a l - f i r e d  c a p a c i t y ,  t h e r e  
w i l l  be some r i g i d  compliance schedules  t o  meet, based on p r o j e c t e d  demand. The 
purchase  of a d d i t i o n a l  power i s  t h e  l e a s t  favored o p t i o n  wi thou t  t h e  c o a l  p l a n t .  

The c o a l - f i r e d  pla 'nt  w i l l  n o t  be  wi thou t  i t s  own problems, however, Dover is  
concerned about s i t e  s e l e c t i o n ,  a v a i l a b i l i t y  of  low s u l f u r  c o a l  and ra i lway  access .  
The s t a t e  ofDelaware r e g u l a t e s  c o a l  s u l f u r  c o n t e n t  b e f o r e  combustion r a t h e r  than  
wi th  emiss ions .  

Dover 's  schedu le ,  i f  adhered to, w i l l  n o t  p r e s e n t  d i f f i c u l t  problems f o r  
Coi't~plyirig with  t h e  FUA. The u t i l i t y  is  i n t e r e s t e d  i n  amendment o r  r e p e a l  of T i t l e  
I11 r e g a r d i n g  n a t u r a l  gas  use  i n  e x i s t i n g  f a c i l i t i e s :  f avor ing  cont inued use f o r  
t h e  l i f e  o f  t h e  f a c i l i t y  o r  r e d e f i n i n g  t h e  base  pe r iod  f o r  g a s  use.  



CASE STUDY NO. 4 
WOLVERINE ELECTRIC COOPERATIVE, I N C .  

B I G  RAPIDS, PlICHIGAN 
ERA REGION 18 

1.0 System Descr ip t ion  

1.1 S e r v i c e  Area and Customers 

Wolverine E l e c t r i c  is  a c o o p e r a t i v e ,  g e n e r a t i n g  and t r a n s m i t t i n g . p o w e r  
t o  f o u r  member coopera t ives  who i n  t u r n  r e d i s t r i b u t e  t h e  power t o  t h e i r  
r e s i d e n t i a l ,  commercial, and i n d u s t r i a l  customers.  Wolverine was formed i n  t h e  
l a t e  1940 ' s  by t h e s e  member c o o p e r a t i v e s  t o  meet t h e i r  expanding needs.  

The four  d i s t r i b u t i o n  coopera t ives  a r e  a l l  l o c a t e d  i n  c e n t r a l  and 
sou the rn  Michigan, a r e  a l l  wholesale  customers of Wolverine and account  f o r  
a l l  consumption a p a r t  from s a l e s  i n t o  t h e  pool  o r  t o  Consumers Power o r  t h e  
C i t y  of  Lansing on an emergency b a s i s .  

Wolverine h a s  t i e s  t o  t h e  C i t y  of  Lansing,  Michigan ( through Consumers 
Power Company), from which they purchase  some power when t h e  g e n e r a t i n g  c o s t s  
a r e  f a v o r a b l e  and wi th  t h e  Michigan Power Pool through which they  can buy, 
s e l l  o r  t r a d e  e l e c t r i c i t y .  Up t o  25MW can be  purchased from t h e s e  sources  
on a non-firm s i x  month c o n t r a c t .  

1.2 E x i s t i n g  F a c i l i t i e s  

There a r e  f i v e  e x i s t i n g  g e n e r a t i n g  s t a t i o n s  w i t h i n  t h e  system and,  w i t h  
t h e  excep t ion  of  one boinbined c y c l e  u n i t ,  . a l l  ai-e i n t e r n a l  c o m b u s t i o ~  p i s t o n .  
powered. The t o t a l  g e n e r a t i n g  c a p a c i t y  p r e s e n t l y  i s  from 7 2 . 7  t o  79.7MW 
depending upon p r e v a i l i n g  ambien t . t empera tu res .  The h i g h e r  r a t i n g  i s  achieved 
i n  co ld  weather due t o  t h e  i n h e r e n t  des ign  f e a t u r e s  o f  i n t e r n a l  cornbusklon 
equipment. Table  I d e s c r i b e s  t h e  s t a t i o n s .  

A s  w i l l  be noted,  on ly  f i v e  megawatts o f  t h e  c a p a c i t y  a r e  n o t  on n a t u r a l  
gas  f u e l ,  and t h e s e  a r e  d i e s e l  eng ines  p r e s e n t l y  exempt from t h e  Fuel  Use 
Act (FUA). They a r e  a l s o  peaking u n i t s .  

1.3 Fuel  Sources 

P r e s e n t  s u p p l i e s  of  n a t u r a l  gas  a r e  purchased from btichigan Consol idated 
Gas, Michigan Gas U t i l i t y ,  by p i p e l i n e , .  and from some smal l  l o c a l  f i e l d s .  
None of  t h e  c o n t r a c t s  extend t o  1990 o r  beyond. 

1 . 4  - Demand ~ r o j e c t i o k s  

The system growth r a t e  has  been p r o j e c t e d  a t  3.5 p e r c e n t  p e r  annum from 
a 1979 l e v e l  of  71 and 80.8MW summer and w i n t e r  peaks ,  r e s p e c t i v e l y .  Table 
I1 i l l u s t r a t e s  t h i s  growth. 



EXISTING ENITS TABLE I 

HEAT YAXIMUM 
-.INIT TYPE NET INPUT HEAT RETIRE- 

STATION R I M E  (BASELOPB, COCENEEAI'ION GENERATING DUE PRIMARY RATE ALTE.?NATE RATE MENT 
NAME LOCATION UNITS HOVER ETZ.) CAPABILBTY CAPACITY (MV) ON-LIME FUEL(S) (BTUIHR.) FUZLS (BTUIKWH) DATE 

V a n D y k e  B u r n i p s  2 , 4 , j  1 N T . C .  B a s e  0 

6  CC-GT B a s e  

J o h n s o n  H e r s e y  1 - 3  1 N T . C .  B a s e  ;T 0  

4 - 6  G . T .  P e s k  

7 . 8  

C .A .  P o r t -  1 , 2 , 3  I N T .  C .  P e a k  3 0 
W i n d e r  l a n d  4 , 5 ,  

S c o t t -  ' S c o t t -  
v i l l e  v i l l e  1 - 3  1 N T . C .  P e a k  NO 

. 4 - 6  1 N T . C .  B a s e  

V e s t a -  V e s t a -  
b u r g  b u r g  2 , 4 , 5  1 N T . C .  . , P e a k  LlO 

6 , 7  . I N T . C .  B a s e  . . 

1 0  1 9 4 7 , 4 8 ,  PIG 4 1 4 . 0  O i  1 1 1 , 8 3 3  N A  

2 1 - 2 5  5 0 , 5 1 , 5 2  PIG 

7 3 , 7 3  P3 

P 

4  1 9 5 0 , 4 8 ,  O i l  4 2 . 0  - 1 0 , 5 0 0  N A 

4 6 , 4 1 , 4 1  

1 1 9 4 1  O i l  5 2 . 5  - 1 0 , 5 0 0  N A  

4 1 9 4 7 , 6 1  NG O i l  ( e s t . )  

- A v e r z g e  s y s t e m  g e n e r a t i n g  c a p a c i t y  = 7 2 . 7 ' -  7 9 . 7  MW 



TABLE 11. PROJECTED GROWTH RATE 

Summer Peak Winter Peak 
YEAR (fa%') (mi) 

1979 71.0 80.8 

Fu tu re  power s u p p l i e r s  w i l l  r e q u i r e  t h a t  a  r e s e r v e  margin of  20 p e r c e n t  
of  t h e  purchased power be  k e p t  a v a i l a b l e ,  and Wolver ine ' s  e x i s t i n g  system 
w i l l  s e r v e  t o  m e e t  t h e  requirement .  Wolverine h a s  purchased l O M W  o f  Campbell 
I11 from Consumers Power, and t h a t  u n i t  i s  due commercial a t  t h i s  d a t e .  Th i s  
i s  a  c o a l - f i r e d  770MW u n i t .  Fu tu re  needs w i l l  a l s o  be met wi th  power from 
D e t r o i t  Ed i son ' s  1,215MW Enrico Fermi I1 n u c l e a r  r e a c t o r  i n  which they  have 
purchased a  7.78 p e r c e n t  s h a r e .  Nuclear-generated power should  be a v a i l a b l e  
by e a r l y  1983 from t h i s  u n i t .  

A t h i r d  source  of f u t u r e  supply  may be i n  t h e  form of  a  wood and 
municipal  r e fuse - fue led  p l a n t  j o i n t l y  owned by Consumers Power and Wolverine. 
A f e a s i b i l i t y  s tudy  has  r e t u r n e d  p o s i t i v e  r e s u l t s  and t h e  power companies 
a r e  p r e s e n t l y  d e a l i n g  wi th  l o c a l  and Federa l  government agenc ies  w i t h  r ega rd  
t o  s i t i n g  and funding.  The proposed u n i t  would be r a t e d  a t  25MW and might 
burn a  mixture  of  r e fuse -de r ived  f u e l  and wood c h i p s  from t h e  abundant f o r e s t s  
of Michigan. There a r e  s o c i e t a l  and .economic o b s t a c l e s  p r e s e n t l y  i n v o l v i n g  
c o n s t r u c t i o n  of  t h i s  f a c i l i t y ,  b u t  t h e  p a r t n e r s  a p p a r e n t l y  i n t e n d  t o  b u i l d  
t h e  p l a n t  i n  which they  have a l r e a d y  i n v e s t e d  $ 1  m i l l i o n  i n  explorgt ,orv  funds .  
Table  I11 p r e s e n t s  c a p a c i t y  under c o n s t r u c t i o n  and proposed. 

2.0 Fuel  Use Act Impl ica t ions  

2 . 1  Compliance S t r a t e g i e s  

The FUA has  had l i t t l e  o r  no impact on p l a n s  f o r  f u t u r e  expansion by 
Wolverine. To m e e t  near-term f u t u r e  demand, Wolverine owns l O M W  of a  770MW 
c o a l - f i r e d  powerplant  be ing  b u i l t  by Consumers Power (an  I O U )  and due t o  
come on l i n e  l a t e  t h i s  yea r  o r  e a r l y  i n  1981. For l a t e r  growth, Wolverine 
owns 7.78 pe rcen t  of  Fermi 11, a  n u c l e a r  p l a n t  p r i m a r i l y  owned by D e t r o i t  
Edison and due t o  come on l i n e  i n  1982 o r  1983. Th i s  w i l l  p rov ide  a s  much 
a s  96f?W, which should  be adequate  f o r  Wolverine growth a n t i c i p a t e d  through 
2000. The growth r a t e  assumed by Wolverine is  3.5 p e r c e n t  based on r e c e n t  
exper ience .  I t  is  a n t i c i p a t e d  t h a t  t h e  p r e s e n t  g a s - f i r e a  c a p a c i t y  w i l l  go 
i n t o  peaking s e r v i c e  a f t e r  1990, and t h a t  permanent exemptions w i l l  be sought  
t o  con t inue  t o  use  gas  f o r  peaking.  No d i f f i c u l t y  is  a n t i c i p a t e d  wi th  
o b t a i n i n g  those  exemptions. 



3.0 Joint Ownership 

In Michigan, a joint action bill was passed two years ago, and at the present 
time, two groups of municipalities have formed joint action agencies. Wolverine 
was asked to sit with one of these groups as they were forming, but decided, based 
on those meetings, not to participate in any possible agency. The main reason for 
this decision was that the municipalities were perceived as being unable to make 
decisions fast enough, since it was necessary that any decision be taken back to 
a city council or equivalent before it could be approved. 

Joint ownership, however, is very actively pursued and is the foundation of 
Wolverine's compliance strategy. Wolverine considered that one characteristic of 
their joint ownership was unusual and worthy of mention. That was a provision to 
sell back to the other owners any power from an operating facility which was not 
used by one of the owners. In this way, Wolverine is not faced with having more 
power than they can use economically. 

Wolverine identified two reasons for joint ownership being attractive to 
small utilities. First, it is difficult to justify a small, conventionally-fueled 
powerplant because the per kilowatt cost of a large plant is so much less. 
Secondly, there is a problem with a shortaqe of financinq, and the cost of capital, 
especially for an IOU. Hence, they seek participation by coops and municipals 
which have fewer financing difficulties. Joint-planning committees have been 
operating in Michigan for bath generation and transmission planning. Joint 
ownership of transmission facilities is also planned. 

In addition to the coal and nuclear capacity which is being added, Wolverine 
is involved in a joint venture with Consumers Power to build a wood and RDF-fired 
25P.llQ boiler in Hersey, Michigan. They have sought DOE support for planning this 
unit under the synfuels initiatives program, but were told the unit would not 
qualify as a synfuel facility. They continue to plan the facility, including 
seeking permits and preparing an Environmental Impact Report, and claim that 
construction will proceed even if Federal support is not provided. However, this 
unit is not included in Wolverine's planned capacity which was provided us. The 
reason given for this omission was that uncertainty with the start-up date for 
the wood/RDF unit was too great. We did not find out what fraction of the wood/RDF 
unit was owned by Wolverine. The use of RDF in the plant is being opposed locally 
in Hersey because of fear of air pollution and rodent problems. A town council 
vote.on the plant was being sought during the week of May 5 .  

Table 111 describes the coop's joint action projects, proposed and under 
construction. 

Wolverine's primary source of information on the FUA is the NRECA. System 
Manager, John Keen, is very active in NRECA, and consequently is kept well informed 
by them on requirements of the Act as well as strategies for compliance. ERA 
provldes some information on the FUA, but their information is usually several 
weeks to several months tardy due to the requirements of the bureaucracy. NERC 
has a weekly newsletter which provides the most up-to-date information. ECAR also 
provides some information on FUA matters, but Mr. Keen does not think that source 
is as available to everyone. He is on an ECAR comm,ittee, and considers that most 
of his information is from the committee, hence not available to all utilities in 
ECAR . 



PROPOSED UNITS TABLE 111 

UNIT TYPE DUE HEAT MAXIMUM 
STATION PRIME (BASELOAD, COGENERATION RATED ON-LINE PREFERRED ALTERNATE INPUT HEAT RETIREMENT 
N&lE UNIT MOVER ETC.) CAPABILITY CAPACITY COMMERCIALLY WEL mTEL - RATE - RATE DATE - - 

I 

J.H. Campbell 3 Steam . Base NO 770" 1980 Coal None N A 10,000 ' NA 
(Consumers 
Power Co. ) 

Fermi 2 Steam Base NO 1215"" 1982183 Uran None N A N A N A 
(De t ro i t  
Edison) 

Hersey, 
Michigan*** NA Steam Base N A 2 5 1984185 Wood N A N A NA N A 

& 
RDF 

I 

* wolverine owns 10  MW. 

** Wolverine owns 96 MW 

*** Proposed i n  conjunc t ion  w i th  Consumers Power Company. 



Wolverine considers that its most serious problems with compliance with 
the FUA are in completing the paperwork. They have had no problems with the 
exemptions sought so far (for use of gas between now and 19901, and anticipate 
no problems in the future. Wolverine agrees with the objectives of the FUA, as 
is evidenced by their movement to coal and nuclear before the FUA was passed. 

With projected capac.ity additions through joint ownership, all of Wolverine 
Electric Cooperative's existing capacity will be on peaking and/or standby service 
by 1990. This will permit them to be in compliance with the FUA provided they are 
able to obtain peaking exemptions. Since the planning which allowed them'to 
comply was done prior to the passage of the Act, the Act has only had the effect 
of increasing their paperwork. 



CASE STUDY NO. 5 
CENTRAL TELEPHONE AND UTILITIES 

(WESTERN POWER DIVISION) 
GREAT BEND, KANSAS 

, .  , 
ERA REGION 21 

I 1.0 System Description 

I 1.1 Service Area and Customers 

CTUWPD provides electric service to 144 communities in central Kansas. 
Table I depicts the mix of customers and rate of consumption of the present 
CTUWPD system. The figures presented are for the year ending March 31, 1980. 

CTUWPD's wholesale customers include 11 rural electric coops who axe 
collectively responsible for approximately one-third of CTUWPD's total peak 
demand. These wholesale customers have formed an umbrella or super-coop known 
as Kansas Electric Power Cooperatives (KEPO) with the intent of becoming tneiir 
own power supplier. KEPCO is presently in the process of seeking approval as a 
generation and transmission cooperative to serve its wholesale customer members. 
Thus, a substantial portion of CTUWPD's .present wholesale customer may be in the 
process of becoming a competing utility. KEPCO is seeking required certification 
from the Kansas Corporation Commissihn. 

TABLE I. CUSTOMERS AND CONSUMF'TION 

I No. of Customers Energy (MWh/yr)* 

Residential 49,723 356,916 

Commercial 

Industrial 

I Other (coops, other utilities, etc.) 307 666,957 

--... 

* Year ending March 1980. 

1.1 Existing Facilities 

CTUWPD's wholly-owned electric generating capacity consists of nine 
generating units located at four generating stations detailed in Table 11. 

Not included in the table are five generating stations and two additional 
generating units (at Judson Large), all of which had been retired January 1, 
1980. The retired plants consisted primarily of diesel units which were not 
covered by the FUA, but which were retired due to their age and increasing 
operating and maintenance expenses. 

1 Also not included in Table I1 is CTUWPD's joint ownership in each of the 

! four coal-fired steam turbine generators at the Jeffrey Energy Center at St. 
Mary's, Kansas. CTUWPD owns an eight percent interest in each of the four 
units planned for the Jeffrey Energy Center,.with each unit rated at 688MW net 
capacity. The remaining participation in the Jeffrey Energy Center is divided 
as follows: 

Kansas Power and Light (KP&L) 54 percent 
Kansas Gas and Electric (KG&E) 20 percent 
Missouri Public Service (MPS) 8 percent 



EXISTING UNITS TABLE 11 

[NIT TYPE NET 
PRIME (BASELOAD, COGENEMTION GENEFATING PRIMARY 

UNITS MOVER -- ETC. :I CAPAE ELlTY CAPACITY (Vd) ON-LINE FUEL(S) 

HEAT MAXIMLTM 
INPUT HEAT RETIRE- 
RATE ALTERNATE RATE MENT 

(BTUIHR.) FUEL3 (BTUIKWH) DATE 
STATION 

NAME LOCATION 

Arthur Great  
Mullcrgren Bend 1 Steam k s e  NP] 1 8  1953 NG 234 UiT 13,600 N A 

234 O i l  13,000 N A 

1023 O i l  11,000 N A 

Steam k s e  

Steam k s e  

Judson Dodge 
Large Ci ty  234 O i l  13,400 N A 

1630 O i l  11,400 N A 

Steam Ease 

Steam 
- 
za se  

O i l  

O i l  

N A None N A N A 

NA None N A N A 

C l i f t o n  C l i f t o n  

II I t  

Turbine Peak 

P i s t o n  Peak 

Cimarron 
River  L i b e r a l  744 None 12,400 N A 

2 24 Nore 16,400 N A 

Steam Base 

Turbine ?eak 

* Operates  a s  c~mbined  cyc l e  mit f o r  peaking s e r v i c e .  

** Steam i s  supp l i e c  t o  nearby Na t i ona l  Helium Corporat ion.  



KP&L operates and maintains the Jeffrey Energy Center. Currently, Units 
No. 1 and No. 2 are in service. CTUWPD owns 55MW each, a present total of 
llOMW capacity. It is the completion of Jeffrey Energy Center Units No. 1 and 
No. 2, provi2ir.g Sase loa8, w;lich has ena'uieci CTUWPD to retire its older diesel 
Powerplants, above. 

Jeffrey,Energy Center Units No. 3 and No. 4 are scheduled for commercial 
operation in June 1933 and June 19C5, respectively. 

CTUWPD1s wholly-owned'capacity totals 437MW but some of the units are used 
for peaking only, while others are on standby. 

1.3 Fuel Sources 

CTUWPD has no contracts for'fuel supplies which extend beyond 1990. 

The ~ullergren station receives its natural gas from KP&L on a one-year can- 
cellation contract. 

The Cimarron River plant is supplied by Anadarko Gas and this contract has 
a minimum purchase clause. Seventy-five percent of their daily allowance of 19, 
000 mcf (thousand cubic feet) has to be purchased on a "take-or-pay" basis. In 
1983, the daily allowance under this contract will automatically reduce to 5,000 
mcf per day, if such an amount is available then. 

Judson Large receives gas from both Cities Service and Peoples (Division 
of Northern Natural Gas). The Cities Service contract can be cancelled on 30 
days notice. 

Since 1979, CTUWPD has had no fuel oil contracts in effect and has become 
a spot market.purchaser. Heavy fuel oil (No. 5) is used at both the Mullergren 
and Judson Large stations. There is no fuel oil capability at Cimarron River 
which is 100 percent dependent on natural gas supplies. CTUWPD is not an owner 
of any gas wells or other fuel sources. 

1.4 Demand Projections - 
Given the unusual and substantial uncertainty facing CTUWPD as a result of 

KEPCOts creation and the proposed withdrawal of wholesale customer coops, it is 
very difficult for CTUWPD planners to project their demand beyond the short term. 
Table I11 presents their best estimate. It is based on the retention of KEPCO 
members in their present capacities as CTUWPD wholesale customers. The projected 
growth rate through the year 2000 is approximately 3.5 percent annually. 

2.0 Fuel Use Act Implications 

2.1 Applicability 

CTUWPD' s 3.0MW 'of oil-fired piston engine generating. capacity is not subject 
to the FUA. 

All other CTUWPD powerplants will be required to comply with the FUA under 
Titles 11, 111, or V. Mr. Earl Rhodes, Manager for the Western Power Division, 
indicated that much of CTUWPD~S effort to decrease reliance on natural gas and 
to increase their usage of coal was based not on the FUA, however, but rather on 
economic factors. The CTUWPD decision to participate in the Jeffrey Energy 
Center, which now has two 688MW coal-fired units on-line, was made well in ad- 
vance of the Jeffrey Energy Center has eased CTUWPD'.s problems in FUA compliance 
somewhat, but, as will be discussed in the remainder of this case study, that 
decision has not solved all of the,utilityls problems under the Act with respect 
to existing facilities. One impact that results from both the economics of coal 



. . TABLE 111 

WESTERN POWER DIVISION, CENTRAL TELEPHONE AFD UTILITIES CORPORATION, 
PXOJECTED GROWTH AND SOURCES OF POWER SUPPLY 

TOTAL 
SYSTEM (1)  SYSTEM REQUIRED 

LOAD FIRM a FIRM PEAK RESERVE ACCEDITED CAPACITY CAPACITY 
, NET . PURCHASES SALE3 RESPONSI- (15% OF RESPONS I- GENEUTING SALES PURCEIASES 
1 HOUR (MINUS) (PLUS) BILITY ITEM 5) BILITY CAPACITY (MIUUS) (PLUS) 

TOTAL 
SYSTEM 

CAPACITY 

651 
626 
626 
680 
705 
784 
784 
784 
7 84 
784 
784 
784 
784 
829 
829 

1,004 
1,004 
1,179 
1,179 
1,179 
1,179 

CAPACITY 
BALANCE 

+ 109 
+ 64 
+ 44 
+ 76 
+ 79 
+ 135 
+ 110 
+ 85 
+ 58 
+ 33 
+ 4 
- 23 
- 53 
- 39 
- 71 
+ 70 
+ 37 
+ 175 
+- 137 
+ 99 
+ 58 

(1) .CKEC and Generat ing ~ u n i c i p a b  
(2)  Add J e f f r e y  .{I2 + 54; Derate  - 8;  Rera te  + 3; E e t i r e  - 33 
(3) KF'&L+130 . 
(4)  Add ~ d f f r e y  /I3 + ' 54  .: ' . .  . . 
(5)  .Add J e f f r e y  /!4 + 54 ' :  
(6)  .Add 1 7 5 y .  u n i t  ( 3  - Hypothe t ica l  u n i t s .  t o  - m e t  requirements)  
(7)  P a r t i c i p a t i o n s a l e  t o  Suif lo-r  3 l e c t r i c  Corpora t ive  (SEC) 

. - . .. . . 
. . . .  1 .  . . . , . . .;. , 

I .,/ , ' I  _ . . 



technologies and the requirements of the FUA is an increased interest in joint 
ownership projects such as the Jeffrey Energy-Center. Mr. Rhodes indicated that 
he expects all foreseeable future projects of CTUWPD to involve,.participation in 
joint ownership projects. 

2.2 Compliance Strategies 

2.2.1 Existing Facilities 

With respect to its existing gas-fired facilities, CTUWPD has bascially 
four options in complying with the FUA's prohibitions: 

o Fuel conversion (oil or alternate fuels); 

o System compliance option; 

o Permanent and/or temporary exemptions; and 

o Plant closures or sale of equipment/purchase of supplemental power. 

Fuel Conversion: Seven out of nine existing CTUWPD generating units, 
including the three largest, are capable of using oil without extensive modifi- 
cations. This is not, however, considered an attractive compliance strategy 
both because of projected additional costs of fuel and because of the possi- 
bility of "oil backout" legislation. CTUWPD did not consider converting to oil 
as a likely long-term solution to the FUA prohibitions. 

CTUWPD has considered' conversions and partial conversions to alternate 
fuels. They commissioned feasibility studies of Black and Veatch Consulting 
Engineers in 1977. The studies were commissioned at that time not in response 
to the FUA, but to the scarcity and rising costs of oil and natural gas. Mr. 
Rhodes indicated that the studies were "very discouraging," indicating sub- 
stantial problems with site limitations, transportation costs, and loss of 
capacity on existing units. 

ML. Rhodes indicated that CTUWPD is artively pursuing a proposal to 
install a central tower and heliostats to Cimarron River station. Black and 
Veatch assisted as consulting engineer in the preparation of a proposal to DOE. 
The Cimarron River station is currently involved in cogeneration activities, 
provid~ng steam to the National Helium Corporation in Liberal, Kansas. 

System Compliance Option: One of the two principal compliance strategies 
being pursued'by CTUWPD is the system compliance option authorized under Title 
V of the Office of Fuels Conversion, Economic Regulatory Administration, Depart- 
ment of Energy, complying with the minimum requirements for plan submission. 
The effect of,the letter was to inform the Office of Fuels Conversion of CIWPD's 
intent and to,reserve the CTUWPD the right to submit a detailed'compliance plan. 
CTUWPD. did file a system compliance .plan to August I., 1980. 

Office of CTUWPD have met with DOE officiaks'on tw,o'occa~ions to discuss 
the system compliance option as it may apply to CTUWPD. Following. the second 
meeting in Denver on April 3, 198.0, the utility hired Black and Veatch to assist 
in the preparation of a detailed system compliance plan for August 1, 1980, 
submis'sion . 

. :  . , . . I  
Central'Telephone and;U;ti'lities Corporation has .two.d:ivisions opera- 

ting as :electric btilities. One is the Southern Colorado Power Division; the 
other .(~estern.;~ower Division) is in Kansas. The two operating divisions are 
not separate-co,rporations, but rather they are operated as divisions within the 
same corpbration. They are not physically interconnected,, as, through trans- 
mission li'nes. ; . . (  . . .  , . . -  . . . . .? . * .  . .  . . - .  0 .  . . . , - . , .  . . 

:CTUWD hhs a special problem with regard to its largest wholiy-owned 
generating-unit: Judson Large Unit No. 4. The 143MW generating unit burned 

. . ..' : ' J  . . . . ' f : - .. - - .  
C '  . ' . . ,  . . a , .  ...,, . ' . , . 1 ,. . ,;. ,,. ' . ,. . . . ' , . ,  , < .  - ' . '  . ' ,  : 

r ,  . L . . .  " : - - , .. . . . ) 



58 percent gas and 42 percent oil during the base period of 1976, although 
historically it has fired, more typically, 95-98 percent natural gas. The effect 
of the historical anomaly of low gas usage by the largest unit in the base period 
could result in a disadvantageously low natural qas allotment under an approved 
system compliance plan. Natural gas use could be limited to 20 percent of base year usage. 

FUA 501 (e) (2) (B) provides some flexibility for the Secretary of Energy 
to allow a percentage of base year usage larger than 20 percent upon a demon- 
stration that such higher percentage is necessary "because it would not be 
feasible for such utility to comply .... without impairing reliability of service." 
The apparent flexibility may or may not be of practical consequence on the facts 
to be presented. Additional capital and fuel expenditures may be viewed as 
alternatives open to the utility to provide desirable reliability while staying 
within 20 percent of base year natural gas allocation. 

Another alternative for the Judson Large No. 4 Unit is to secure an 
exemption for that facility. 

P e r m a n e n t  anA,/nr Temporary E~cmptions : Exelup Liulls dre rhe Second princi- 
pal compliance strategy being pursued by CTUWPD. It may he possible to obtain . 
an exemption for a particular qenerating u n i t  nr 1.1nits and to obtain approval ic l l r  

a system compliance plan covering the remaining units. An exemption might be 
obtained for Sudson Large No. 4 and a system compliance plan approved for all 
other CTUWPD generating units. 

Problems arise in following this strategy, hpwever, because of two 
critical legal pnints 

o Under FUA 501(a), "No exemption ... will be available for any power- 
plant which is, or has ever been, covered by such an approved plan. .." 
The thrust of this provision is that an exemption can only be obtained 
prior to the approval of a system compliance plan. Plan ap~roval 
cuts off all exemption alternatives (other than for emergencies). 

o The second critical leggl point is that there is no mechanism by which 
a utility may assure i~self of a decision by DOE on its exemption 
request at a point in time prior to DOE'S decision on the approval of 
a system compliance plan. If CTUWPD files both a request for an 
exemption for Judson Large No. 4, and a system compliance plan, no 
matter the order or timing of the separatc petitions, there is n o  
mechanism 'or the utility to be assured of a timely decision on the 
exemption request before the approval of the system cumpliance plan 
forever cuts off the exemption options. FUA 411(c)(4) has been 
interpreted- as prohibiting the establishment of procedures whaoh wouli; 
prioritize the DOE decision-making process so that utilities may 
obtain decision: on their exemption petitions approved. Section 701 
reads as follows: "Any order.for the approval; of a system compliance 
pldll u11der Section 5Ul of this title, and any petition for such an 
order, shall be t.reated for purposes nf + h i s  slibchapt~r tho oame as 
an order (or petition) for an exemption." . . 

The sk;r'ategic problem just described is a source:&f grave frustration for 
CTUWPD a_nd other utilities who i'n general, will incur substantial consulting or 

'in-house expenses in preparing to seek exemption approval. Althouqh frustrating, 
.. T - this situation will not deter CTUWPD from pursu;ing:the exemption and system 

compliance strategies, in tandem. CTUWPD has asked Black-& Veatch to examine 
exemption options and to prepare appropriate petitions for filing. . . 

On April 1, 1980, CTUWPD -filed a for' temporary public interest 
exemption for the use of natural gas in five of itsL,generating units: 

1 - c 

o Arthur Mullergren Station, Unit No. 1; 
I .  

. -  * s ,  



o Arthur Mullergren Station, Unit No. 2; 

o Arthur Mullergren Station, Unit No. 3; 

o Judson Large Station, Unit No. 3; and 

o Judson Large Station, Unit No. 4. 

Among the permanent exemption alternatives being carefully considered by 
CTUWPD and its consultant, are the following: 

o Peak load unit exemption; 

o Intermediate load unit exemption; 

o Site limitations exemption (especially as applied to Judson Large 
Station, Units No. 3 and No. 4); and 

o' Lack of alternate fuels. 
. 

2.2.2. New Capacity 

The Jeffrey Energy Center Units No. 3 and No. 4 are examples of new units 
scheduled to go on-line to hssist CTUWPD in future FUA compliance. These two 
base load coal-fired units,will provide 688MW each, of which CTUWPD will have 
eight percent. They are scheduled for 1983 and 1985, respectiviely, although 
knowledgeable sources believe project timing may slide. 

3.0' Joint Ownership 

CTUWPD~S primary interest in new units would be through the parsnit of 
joint ownership projects following the Jeffrey Energy Center model. Participa- 
tion in such projects makes it possible for CTUWPD to utilize large scale 
state-of-the-art'.technologies.wh.il.e investing in moderate increments of addi- 
tional capacity g:onsj>str?nt w i t h  system s i  ZP and grnwth. 

4.0 Purchased power 

In addition to its eight percent ownership interest in each of the four 
Jeffrey,Energy Center units, CTUWPD also has a contract for the purchase of power 
from KP&L lnterest in Units No. 1 and No. 2. KP&L has agreed to provide 65MW to 
CTUWPD from each of the two units (a total .>f 130MW) through May 31, 1993. 

" .  
5.0 Conclusions 

CTUWPD officials showed themselves to be knowledgeable and resourceful in 
their.efforts to comply with the FUA. Among small utilties, they seerr;, as a 
result .of their foresight in participating in' the Jeffrey Energy Center, to be 
relatively able to comply until 1993. Their overall objectives are to bring 
on-line new coal-fired powerplants in which they are joint ownership partici- 
pants; .to.purchase supplemental power through :the critical perio,d until 1993; 

..and to downgrade mu,ch of their existing wholly-owned capacity to peak and..; 
intermediate load purposes. They are encountering a relatively 'narf6w ran9e.of . . 
problems, ,as compared to' .other, less knowledgeable small utilities,,, andt tiizey . 
seem likely to manage those problems successfully. They are, however, 'incurring 
substantial costs  in,!^^ c:ompliance, including: . ' .  . .. 

. . . . : o Consultifig and legal f,ees; 
. . . , . , . . ,  o ~ t a f  f iiine;.' and' 

o Capital costs to achieve compliance'. 



In terms of their options to pursue either exemptions or a system compli- 
ance plan under the RUA, their decision is to pursue both for as long as they 
can until forced to decide between competing options. For the present, they 
feel that the regulatory situation created by the statute and by DOE regulations 
is hopelessly muddied and ambiguous. Rather than choose between significant 
options which they see as inadequately defined, they will keep their options 
open for as long as possible. Their view is that perhaps, in time, enough 

. . ."information will be available to permit an intelligent economic decision. ". I I 

I : .:  he closure or sale ,of plants unable to comply with the FUA and the 
" '  of supplemental power is an option to CTUWPD on a case-by-case basis. 

Through'l993, the purchase of power under contract (130MW from KP&L) plays an 
important role in CTUWPD1s compliance strategy. Whether it is a role that may 
expand in.the later 1990's is problematical at best. It is an option that 
CTUWPD will.continue to evaluate both separately and in tandem with its 
interest in future joint ownership ventures. 



CASE STUDY NO. 6 
SIERRA PACIFIC POWER COMPANY 

ERA WGION 28 

110 System ~escrl~tion 
. . 

Sierra Pacific is a small investor-owned utility which serves an approxi- 
mate 43,000 square mile area of north and central Nevada and eastern ~alifornia. 
Sierra Pacific supplies electricity to 128,465 customers in northern and central 
Nevada and 34,433 customers in Northeastern California. The company also sells 
electricity to seven utilities located in the western states. In addition to 
these electric sales, Sierra Pacific furnishes retail natural gas service to 
50,048 customers and water service to 41,388 in Reno and Sparks, Nevada. 

r able,'^ identifies the system composition of retail. c;istomers and their 
consumption rates. 

TABLE 1 - Customers and Consumption (as of 12/31/79) 
No. of Customers 

(yr. end) Energy MWh 

Residential 139,793 
Small Light & Power 57,756 
Large Light & Power 21,529 
Public Street & Highway 1,363 
Other Sales to Public ~uthorities 180 

Total 

1.2 Existing Facilities 

Sierra Pacific's total generating capacity was 564,200KW as of 12/31/79. 
Approximately 31 percent of the energy produced by the company generators was 
fueled with oil, 67 percent with natural gas and two percent by small hydro 
plants. 

The fuel mix configuration changed significantly as of February and March 
1980 because, of-a substantial increase in the price of natural gas. Currently 
the utility's fuel mix is 70 percent oil and 30 percent natural gas. 

Sierra pacific's generating configuration consists of 1.7MW of hydro; 
5OMW of internal combustion units; 36.5MW of gas turbines; and 466MW of 
conventional steam units. The internal combustion units are fueled by Bunker 
"C" oil. The gas turbines and conventional steam units are dual fuel-fired 
units capable of burning either oil or natural gas. 

Table I1 describes the existing and planned plant equipment .in detail. 

1.3 Fuel Sources 

Sierra Pacific currently obtains its natural gas supply from the Southwest 
Gas Corporation (Southwest). Sierra Pacific's. contract with Southwest is 
anticipated to expire nn hlovember 1, 1987. The contract contains a take or pay 
clause therefore, Sierra'Pacific must consume a minimum of 8716 rnm thms. 
mu ally^:^ incur a penalty. Sierra Pacific is typically restrictedon gas use 
during the winter months. 

Sierra Pacific initiated a five year oil contract with the Western Refining 
Company of Utah in May of 1979. In addition, Sierra Pacific buys oil on the 
spot market from the Golden State Petroleum and the Nevada Refining companies 
as required. 



E X I S T I N G  UNITS 
TABLE I1 

HEPAT 
INPUT 

'RATE ALTERNATE 
,(.3TU/HR. ) FUELS 

MAXIMUM 
HEAT RETIRE- 
RATE MENT 

(BTUIKWH) DATE 

UNIT TYPE 
PRIME (BASELOAD, 

U N I T S  MOVER E T C . ) .  -- 
NET 

GENERATING 
CAPACITY (MW) 

STATION 
NAME LOCATION PRIMARY 

ON-LINE F U E L ( S )  -- 

T r a c y  W u n a t o o  1 S t e a m  P e a k  N* O i l  

NA O i l  

N A O i l  

2 S t e a m  P e a k  

3 S t e a m  B a s e  

F o r t  
C h u r c h i l l  W a b u s k a  1 S t e a m  lase 

2 . S t e a m  l a s e  

N A O i l  

N A O i l  

N o r t h  
V a l m y  V a l m y  1 S t e a m  l a s e  1 9 8 1  C o a l  

1 9 8 4  C o a l  

N A O i l  

' NA O i l  

NA - O i l *  

2 S t e a m  l ase  
e . . .,: 

W i n n e m u c c a  1 T u r b i n e  P e a k  
\ .  

- T u r b i n e  P e a k  

-- G a s  

-- ' G a s  T r a c y  

' ' V a l l e y  R o a d  - I n t .  P e a k  
Comb. 

B r u n s w i c k  ' . . 11 - P e a k  
- ,  

I I - P e a k  

I t  - P e a k  

11 - P e a k  

11 - P e a k  

I t  - P e a k  

6 N A O i l  -- -- 

8 N A O i l  -- -- 

6 -  NA O i l  -- -- 

B a t t l e  M t n  

P o r t o l a  

L a h o n t a n  (E) 
. .  .., .. . . 
'Fa l ion  

2 N A o i l  -- -- 

2 N A O i l  -- -- 

K i n g s  B e a c h  16.5 N A O i l  -- -- 
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E X I S T I N G  UNITS 

UNIT TYPE 
S'TAT'~ ON ' PRIME (BASELOAD, 

NAME . LOCATION U N I T S  MOVER ETC. ) 

G a b b s  . 

F a r a d  

F l e i s h  

- In t .  .. . 
Comb. P e a k  

- H y d r o  P e a k  

- H y d r o  P e a k  

V e r d i  - H y d r o  P e a k  
* 

W a s h o e -  - H y d r o  P e a k  

L a h o n t a n  (L) - H y d r o  P e a k  

T A B L E  I1 CONT. 

NET 
COGENERATION GENERATING DUE 

CAPABILI'IT CAPACITY (MW) ON-LINE 

* Internal c o m b u s t i o n  u n i t s  on B u n k e r  "C" f u e l .  

L L e a s e d  
. .  . 

HEAT MAXIMUM 
I N P U T  HEAT RETIRE- 

PRIMARY RATE ALTERNATE RATE MENT 
FUEL(S)  (BTUIHR. ) - FUELS (BTUIKWH) DATE 

O i l *  

-- 

-- 

-- 



1.4 Demand Project ions 

Table I11 shows Sierra Pacific's peakload demand is projected to double by 1990. 
This assumes an annual growth rate of approximately seven percent. 

The table shows that a large growth rate is occurring primarily in the first few 
years. This is due to step load changes that take place as a result of mining 
activity that has been committed in the 1980 and 1981 periods. 

TABLE 1x1 

Sierra Pacific Power Company Demand 

Average Peak Net 
Year Demand (MW) Generation (MW) 

2.0 Fuel Use Act Implications 

2.1 Applicability 

With the exception of 11.7 MW of hydro and 50 MW of internal combustion capacity, 
all of Sierra Pacific's base load and intermediate load units are, pursuant to 
Title I11 of the Act, prohibited from burning natural gas in excess of that consumed 
during the 1914 through 1976 base periods. 

Whether or not the FUA had been passed by the Congress in 1978, Sierra Pacific 
had indicated that it would have entered into a joint venture project with the Idaho 
Power Company providing for equal ownership (125 MW) in the Company's North Valmy 
Generating Station, and would have developed studies to determine the feasibility 
of converting an existing oil/natural gas fired plant to coal on the basis of 
economics. 

2.2 C~mplia~ce Strategies 

2.2.1 Existing Units 

With respect to its baseload and intermediate load units, Sierra Pacific has 
primarily four options for cbmplying with the FUA's prohibitions: 

o FueL conversion (oil or alternate fuels); 
o System Compliance Option; 
o Permanent and/or Temporary exemptions; and 
o Sale of the system. 

d 

Fuel Conversion: Sierra Pacific has investigated the feasibility of converting 
its oil and natural gas fired Fort Churchill plant to coal. Preliminary indications 
are that a substantial de-rating will be required and the economics for coal conver- 
sion are questionable. Capital costs are estimated at $168 million to convert a $30 
million plant. Sierra Pacific states that one half of the costs will be required for 
pollution abatement equipment. 



The company is also investigating the feasibility of converting one of its 
oil and natural gas-fired generating units to solar power under a grant from the 
Department of Energy. This project is a joint venture with the McDonnell 

' Douglas Corporation. 

Sierra Pacific has joined four other companies in assessing northern 
Nevada's geothermal resources, applicable plant types and legal regulatory 
requirements. 

These activities are focused on establishing a model electric generating 
plant powered by steam from one of Nevada's hot water resources. The assessment 
of sites for this plant will be con~~leted in the near future. 

System Compliance Option: Sierra Pacific has notified DOE of its intent 
to utilize the system compliance option, thereby complying with the minimum 
requirements for plan submission. The effect of the letter was to notify DOE'S 
Office of Fuels Conversion of Sierra Pacific's intent and to reserve the right 
to submit a detailed plan. 

If Sierra Pacific does submit a plan and it is subsequently approved, the 
company must adhere to certain parameters listed below, unless otherwise negoti- 
ated. 

o Between 1980 and 1990, the company shall not use.more natural gas 
in any of the existing powerplants in its system in greater pro- 
portion than it used in the 1974 through 1976 base period. However, 
a higher percentage may be allowed if the utility can demonstrate 
to the satisfaction of DOE that because of delays which occurred 
despite diligent good faith efforts, in the construction of 
alternate fuel-fired powerplants;,and if a higher percentage were 
not allowed, reliability of service would be impaired; 

o On or after January 1, 1990, the company will not use natural gas in 
any of the existing powerplants in its system in excess of 20 per- 
cent of its base period usage or, if lower, minimum peak load 
requirement for the calendar year; 

o From 1995 to 2000, the company will not use gas as a primary energy 
source, except for intermediate load and peak load and; 

o On or after January 1, 2000, the company will not use natural gas in 
any of the existing powerplants in its system, except in cases where 
a temporary extension is obtained. 

Permanent and/or Temporary Exemptions: Sierra Pacific states that the 
FUA does not apply to all of its units. Due to case by case application of the 
interim regulations it is difficult to determine whether FUA applies to any of 
its units. 

Sierra Pacific 9as 
exemption for Tracy units 
granted the exemption will 
No. 6 fuel oil. 

petitioned ERA for a special temporary public interest 
1, 2 and 3 and at Fort Churchill units 1 and 2. If 

. allow Sierra Pacific to displace the consumpti,on of 

Sierra Pacific does not plan to file petitions for permanent exemptions 
at this time. 

_ I  

Sale of System: Sierra Pacific does not consider the sale of its genera- 
tion and transmission facilities to a larger utility as a viable alternative to 
compliance with FUA. 



2.2.2 New Capacity 
8 :I 

Sierra Pacific was well aware of the need for long range planning pr$or 
.to the passage of FUA. The company recognized that prudent forecasting was. ', 
essen%.i.a.l to meet the future needs of its cust.nmers. Such planning is done,by 
employi'n'g its own computerized econometric model, sophisticated site selection 
for 'future'powerplants and ongoing resource hvailability studies. The economic . 
model projects customer's peak demands and sales information. This data is used 
to forecast construction, fuel and purchased power .requirements and operating 
costs. 

Sierra Pacific has investigated the following options: 

o Purchased power and; 

.o Construction of a jointly-owned plant based on an alternative technology 

3 (1 ..Toj.nt. Ownership 

Sierra Pacific has joined four other utility companies in investigating 
the potential use of geothermal resources in northern Nevada. This investiga- 
tion may ultimately lead to the joint construction of a lOMW generating plant 
powered by flashed steam from one of Nevada's hot-water reservoirs. 

la beuelrber 1478, sierra pacific' aiia lclatlo Power Company entered into an 
agreement providing for equal ownership in the Company's North Valmy Generating 
Station. Each company will provide their own financing and share equally in 
all costs of construction. 

-North Valmy 1 and 2 are coal-fired units. Valmy Unit 1 is anticipated to 
be commercially available in September 1981 and will have a net generating capa- 
bility of 238MW. Valmy unit 2 is projected to be commercially available in 
September 1984 and will have a net generating capability of 267MW. 

Sierra Pacific has not investigated the possibility of joint action as a 
means of compliance with the FUA. The company does not know if there is enab- 
ling legislation in effect in Nevada that would allow two or more utilities to 
create a joint agency. 

Sierra Pacific currently purchases approximately 258,000KW through firm 
purchase agreements with Pacific Gas and Electric and Utah Power and Light 
Companies. However, declining reserve margins in the western states may result 
in the modification or cancellation of firm purchase agreements in order for 
those companies who currently have excess capacity to cover their own system 
requirements. 

5.0 Conclusion 

Sierra Pacific has recognized that prudent long range forecasting is 
essential to meet the future needs of its customers, maintain system relia- 
bility, and maintain flexibility necessary to meet changing political and 
economic environments. 

The company has undertaken several aggressive programs to alleviate its 
reliance on foreign oil and natural gas. It has initiated studies to determine 
the plausibility of converting one of the existing oil/natural gas-fired facili- 
ties to either coal or solar; entered into a joint project.with several other 
companies to investigate the feasibility and utilizing geothermal resources as 
a viable energy source in that region; and entered into a joint venture project 
with the Idaho Power Company to construct a 500MW coal-fired facility. 



Sierra Pacific is concerned with the potential for conflict between the 
nation's energy, economic,. and environmental policies. A small utility is 
presently caught between the need to provide its service at the lowest possible 
pri-ce, the desire to reduce dependence on foreign energy sources, and the desire 
to produce electricity with minimal effects on the environment. The Company 
feels that it is necessary to amend the Fuel Use Act and the National Environ- 
mental Policy Act to coordinate regulatory efforts in order to resolve these 
con£ 1ic.t~. 



CASE STUDY NO. 7  
VERO BEACH, FLORIDA 

ERA REGION 7  . . 
. . 

1.0  System D e s c r i p t i o n  

1.1 S e r v i c e  Area and Customers 

Vero Beach i s  l o c a t e d  on t h e  E a s t  C o a s t  o f  Flori.da a n d . i s  a b o u t  7 5  m i l e s  
n o r t h  of  W e s t  Palm Beach. Vero Beach Munic ipa l  E l e c t r i c  System c o v e r s  a  s e r v i c e  
a r e a  of  a b o u t  15 s q u a r e  m i l e s  s e r v i n g  t h e  C i t i e s  o f  Vero Beach, G i f f o r d ,  and 
I n d i a n  R i v e r  Shores .  F l o r i d a ' P o w e r  and L i g h t ,  an  inves tor -owned u t i l i t y ,  s u r -  
rounds  t h e  m u n i c i p a l  sys tem.  

The s e r v i c e  a r e a  b o u n d a r i e s  are f i x e d  th rough  a  t e r r i t o r i a l  agreement  b e t -  
ween t h e  u t i l i t i e s .  Vero Beach i s  a  r e t a i l  power s u p p l i e r  w i t h  o n l y  one  industr ial  
cus tomer ,  P i p e r  A i r c r a f t  Company. T a b l e  1 p r o v i d e s  d a t a  on t h e  number, c l a s s e s ,  
and consumption o f  t h e  cus tomers  s e r v e d .  The d a t a  c o v e r s  t h e  p e r i o d  J a n u a r y  1, 
1979,  t h r o u g h  Dcccmber 31,  1979. . . 

T a b l e  I .  Customers and Consumption 

Energy 
-lcwh,'y r 

R e s i d e n t i a l  

Commercial 2 ,468 126,249,000 

I n d u s t r i a l  

E x i s t i n g  F a c i l i t i e s  

The g e n e r a t i n g  sys t em o f  Vero Beach c o n s i s t s  o f  f o u r  s t eam t u r b i n e  u n i t s  
and f i v e  d i e s e l  u n i t s .  The d i e s e l  u n i t s  a r e  t h e  s y s t e m ' s  o l d e s t  u n i t s ;  t h e  
e a r l i e s t  u n i t ,  # 2 ,  hav ing  been i n s t a l l e d  i n  1937, and t h e  l a s t  u n i t ,  # 6 ,  i n  1957. 
These  u n i t s ,  which have  a  t o t a l . n e t  r a t i n g  of 1 2 . 2 W ,  a r e  nnw used fo r  emergency 
and p e a k i n g  powe?. 

C u r r e n t l y ,  t h e  f o u r . s t e a m  t u r b i n e  u n i t s  a r e  used  f o r  b a s e  l o a d  r e q u i r e m e n t s .  The 
p r e f e r r e d  f u e l  s o u r c e  is  n a t u r a l  g a s .  However, u n i t s  1, 2 , ' a n d  3  can  bu rn  t 6  
f u e l  o i l  w i t h  a  2.5 p e r c e n t  s u l f u r  c o n t e n t  and t h e  f o u r t h  u n i t  b u r n s  #4 f u e l  o i l  
w i t h  a .7  p e r c e n t  s u l f u r  c o n t e n t .  I n  1979,  t w i c e  a s  much n a t u r a l  g a s  was u sed  a s  
a  f u e l  s o u r c e  a s  o i l .  The u n i t s  s u p p l y  a l l  Vero B e a c h ' s  power needs  a t  t h i s  
t i m e  which i n c l u d e s  p u r c h a s e s  and s a l e  th'rough ecpnomy i n t e r c h a n q e .  T a b l e  
d e s e r l b e s  t h e  u n l  ts i l l  d e t a i l .  

1 . 3  F u e l  Sources  

Vero ~each - .ha ' s  r e l i e d  on  'two dompanies f o r  .its. f u e l  s u p p l i e s :  F l o r i d a  Gas 
T r a n s m i s s i o n  Company f o r  n a t u r a l  g a s  and Be lche r  O i l  f o r  o i l  needs .  C u r r e n t l y ,  
Vero Beach h a s  an  i : n t e r r u p t i b l e  n a t u r a l  g a s  c o n t r a c t , w h i c h  is due  t o  e x p i r e  i n  
1985. Whether t h e , c o n t r a c t  c a n  be  renewed and a t  what  p r i c e  i s  s t i l l  d i f f i c u l t  
t o  d e t e r m i n e  a t  t h i , s  t ime .  

The amount of n a t u r a l  g a s  t h a t  t h e  u t i l i t y  p u r c h a s e s  i s  l i m i t e d  by t h e  
c a p a c i t v  of  t h e  p i p e l i n e  t h rough  which t h e  f u e l  s o u r c e  is de . l i ve red .  The p i p e l i n e  
c a n  t r a n s p o r t  on1y:up t o  45FW o f  n a t u r a l  g a s  g e n e r a t i n g . - c a p a c i t y .  Accord ing  t o  
u t i l i t y  o f f i c i a l s ,  add ing  p i p e l i n e  c a p a b i l s t y  would n o t ;  i n  normal  t i m e s ,  b e  a  

1 

. . - ,  



EXISTING UNITS TABLE I1 

. . . .. 
UNIT TYPE NET 

STAT ION ' PRIME (BASELOAD, COGENERATION GEFERATING 
NAME ' LOCATION UNITS MOVER E T ~ . . )  . CAPABILITY CAPACITY (MW) ON-LINE 

17th  S t r e e t  Vero 1 Steam Base NO 12 1961 
Beach 

11 11 . 2 Steam Base NO 16  1964 

I I ' I t  " .  3 Steam Base NO 30 1971 
. , 

I #  I f  4 Steam Base NO 5 2 1976 

Vero Beach 1 Die se l  Peak -- 1.15 1947 

I f  2 D ie se l  Peak -- .75 1937 

I I  - 4 D ie se l  Peak -- 4 1952 

# I  5 ~ i e s e l  Peak -- 3.9 . 1953 

11 
. . 6 D ie se l  Peak -- 5.4 1957 

PRIMARY 
FUEL(S) 

HEAT 
INPUT 

RATE * 
(BTU/HR. ) 

ALTERNATE 
FUELS 

MAXIMUM 
HEAT 
RATE ** 

(BTU/KWH) 

RETIRE- 
MENT 
DATE 

NG 

O i l  

O i l  

O i l  

O i l  

O i l  

O i l  

O i l  

O i l  

None 

None 

None 

None 

None 

* Heat i npu t  r a t e s  a r e  based on nameplate r a t i n g .  

** Maxinium Heat Rate occurs  a t  minimum load .  

*** Maximum hea t  i npu t  r a t e  l i s t e d  f o r  d i e s e l  u n i t s .  



problem, except that now under the Fuel Use Act with the definite mandate to 
reduce consumption of natural gas, suppliers of this fuel source are obviously 
reluctant to finance such a capital venture. . , 

1.4 Demand Projections 

Vero Beach has experienced a high growth rate during the last ten years, 
averaginq seven to nine percent Der vear which is expected to continue until 
1985. From 1985 to 2000, a four to six percent annual growth rate is estimated. 
The estimates are greater than the expected average for the State of Florida and , 
for surrounding areas such as Dade County. With increasing social and economic . 
problems in some of the Florida counties, Vero Beach is attracting more tourists,' 
and residents, expecially retired persons. Table I11 contains detailed data on - 
demand estimates. 

Table 111. Projected Demand 

. " 

YEAP nnnual energy ~ e a ~  ~ o a a  
(11e L kwh) (Mw) 

Fuel Use Act Implications 

2.1 Applicability 

The four steam turbine units in the.vero Beach system are each classified 
individually as an "existing electric powerplant" under the FUA definition. The 
units are base load with no one unit having a heat rate less than or equal to.100 
million Btu/hr which does not exclude them from prohibitions under the Act. : 

The five diesel units, exempt under the Act, only operate when emergency 
power is needed and have a remaining limited life. 

Of the 130-MW generating capacity available to the utility, 117MW or 90 
percent is represented by the four base load units which are not exempt under the 
Act. These units have dual fuel capability, i.e., they can burn either nalural 
gas or fuel oil; natural gas being the preferred fuel based on economics and 
environmental reasons. 

2.2 Compliance Strategies 
~ -~ -.  -- 

Because of rapid electrical growth in Vero Beach, plans are currently 
being investigated for obtaining addit'ional resources. It j .s generally recog- ,: 

nized that by 1990 the current base load units will function as peak load  unit^.^. 
The base load supply will be obtained by joint participation in large units and . 
by firm power purchases from nearby utility systems. 

Vero Beach's problems with the Fue12Use Act stems from the provision in 
Title I11 which permits utilities,, from the inception of the Act to 1990, to 
burn only that portion of natural gas in their units which was used in the base 



Expansion of the present site for a new unit is confined by its surroundings. The 
East side of the plant is located on the Indian River; to the South the plant 
borders a new bridge as well ias a residential area; and to the North and West the 
plant is surrounded by private residencies. Vero Beach is also hampered by in- 
adequate facilities to transport coal because of railroad access problems. The 
permanent exemption request is to allow Vero Beach to burn unrestricted amounts of 
natural gas until 1990. After 1990, the utility could then convert its existing 
units to peaking and intermediate load service. ... 

The Vero Beach.utllity is very anxious for a permanent exemption to be 
considered expeditiously before a decision is made on the system compliance 
option in order not to be precluded from exemptions if the system compliance 
option is granted. 

System Compliance Option: The City plans to apply for a system compliance 
option before the August 1980 deadline. The type of compliance is currently being 
drawn up by the City's attorneys. Again, the City would prefer a permanent exemp- 
tion and is applying for a system compliance option as a contingency. 

Sale of System: Vero Beach is willing to sell its system and views it as a 
very attractive option. The idea of selling the system, however, is not a direct 
result of the FUA. In 1974, the City Council, along with the citizens of Vero 
Beach, voted to sell the municipal system to Florida Power and Light (FPL). A 
contract has been signed with FPL to purchase the system for 42.6 million dollars. 
The sale, however, was blocked by the Department of Justke. and the FPC based on 
antitrust action alleging that Vero Beach was forced to sell, because it was 
denied access to needed transmission and generation plant capacity. Vero Beach 
respesentatives are very frustrated by the course of events, primarily because 
they believe they had correctly perceived the future problem on energy supplies 
recognizing that their'system capacity was becoming inadequate and inefficient to 
meet'demand, and that traditional fuel sources were becoming scarce and costly. 
Besides alleviating the energy source situation, the sale, according to City 
officials, would have been a windfall to the citizens of Vero Beach. Rates would 
have been up to 15 percent lower.?/ Approximately 15 million dollars would have 
been placed in a perpetual trust with interest earnings allocated to lowering 
taxes. And ad valorem taxes paid by FPL would have been added to city coffers. 
In addition, under the 'signed contract, employees of the municipal system were 
guaranteed jobs with the IOU at a higher salary. Although municipal officials 
still believe sell2ng the system is a viable solution to the FUA, they realize 
that it would be almost impossible to get FPL to agree to do so again out of fear 
of becoming involved in another costly legal battle. Secondly, it is doubtful 
whether FPL would ,be interested in Vero Beach. The plant facilities, which were 
of minimum use in the 1974, would be a burden to the system because of the FUA. 

3.0 Joint Ownership/Joint Action 

A very obvious option for Vero Beach is to purchase a portion of a coal- 
fired or nuclear plant, either existing or under construction. Vero Beach has 

. already been offered 8.34MW share of the St.. Lucie 2 nuclear plant by FPL. 
Vero Beach has hired the engineering consulting firm of Black and Veatch 

to prepare a bulk power supply study to determine the best.f.ue1 supply options 
for the City. The recently released study recommended that the utility pursue 
the St. Lucie 2 offer declining the purchase-sell back and nuclear reliability 
change options. It was suggested that Vero Beach monitor the costs of future 
coal units to determine the most economical joint participation possibility. 

According to utility representatives, in all probability, the joint owner- 
ship options will be pursued through the Florida Municipal Power Agency (FMPA), a 
joint action agency set up in 1978. The enabling legislation permitting the 
establishment of a joint action agency was passed in 1975, but it was not until 

2/ Vero Beach's electricity rates are among the highest in Florida. - 



1979 that a bill was passed allowing the agency to issue tax-exempt bonds. 

The factor which may inhibit Vero Beach's participation in FMPA is time. 
In addition to complying with the FUA regulations, the utility needs more capacity 
to meet growing demand by 1983. If FMPA has not negotiated for and received power 
within a reasonable time period to serve its members, Vero Beach will have to 
resort to seeking its own joint ownership participation. The utility is hesitant 
to pursue this path because of the expected difficulty in obta.ining City Council 
approval of large bond issues to finance the ventures. The Black and Veatch 
report advocates continued membership in FIVIPA, but that prior to participating 
in a new unit, consideration be given to the possibility of higher costs due to 
FMPA debt coverage and agency fee estimates. 

4.0 Purchased Power 

Vero Beach expects to purchase firm power and already has a commitment 
frathe FPL system in addition to possibilities with the Orlando municipal system. 
The Black and Veatch report recommends fi.m purchases from FPL. The amount of 
future purchases, though, is limited by the t r  d~lsn~lss~iull iillerconnection. Evan 
with the new 69kV loop, only up to 90MW can be tranferred. 

5.0 Conclusions 

Vero B'each faces a problem in comvlyinq with FUA. compliance is a qreater 
burden in the 1930 to 1990 period, then  afker 1990. During this time period, the 
utility is only permitted to burn less than half the natural gas it used in normai 
years, i.e., 25 percent based on the average of the base period (1974 to 1976) 
versus about 70 percent in other years from 1970 to 1983. (See Table IV,) .Al- 
though the utility has a temporary public exemption until October 1981, Vero .Beach 
will.be.forced to burn costly oil unless the exemption can be extended. Vero Beach 
supplies all its current power needs. 

After 1990, the utility plans on obtaining future power needs from an 
ovtimum mix of sources including purchased power and jointly-owned units, which 
will result in decreasing its dependence on natural gas but not eliminating it 
completely. Consequently, the utility will need to burn natural gas or oil to 
supplement demand not offset by purchased power or joint participation. The utility prefers to use natural gas due to economics and environmental reasons. 

In an effort to overcome the problem, the Citv is filinq for a permanent 
exemption based on siting limitations and for a system compliance option. 

TABLE IV 
Veru Bedcll Ilunicipdl PUVI~L p1d11 L 
Oil and Natural G ~ E  Burned 
January 1, 1980-June 30, 1980 

Oil - 
Xatural Gas as a Percent 

of Total Fuel Use, 



CASE STUDY NO. 8  
LUBBOCK, TEXAS 
ERA REGION 22 

1 .0  System D e s c r i p t i o n  

1.1 .Serv ice  Area and Customers 

Lubbock Power and L i g h t  (LP&L) ,  a  municipal ly-owned sys t em,  began o p e r a t i o n  
i n  1916 w i t h  t h e  i n s t a l l a t i o n  o f  one  d i e s e l  g e n e r a t o r .  The sys t em h a s  s i n c e  
expanded t o  i n c l u d e  t h r e e  p l a n t s  w i t h  a  t o t a l  g e n e r a t i n g  c a p a c i t y  of 230P4W. 
The s e r v i c e  a r e a  encompasses app rox ima te ly  t h e  1977 c i t y  l i m i t s  o f  Lubbock. 

However, due t o  a  unique  s i t u a t i o n ,  LP&L s e r v e s  o n l y  abou t  50 p e r c e n t  
o f  Lubbock's  e s t i m a t e d  180,000 p o p u l a t i o n .  LP&L is i n  d i r e c t  c o m p e t i t i o n  f o r  
cus tomers  w i t h  Southwes tern  P u b l i c  S e r v i c e  Company (SPS) ,  which s e r v e s  t h e  
remain ing  Lubbock a r e a  cus tomers .  I n  a d d i t i o n ,  LP&L i s  p r e s e n t l y  c o n s t r a i n e d  
from expanding  i t s  s e r v i c e  a r e a  o u t s i d e  t h e  c i t y  l i m i t s ,  b ecause  it i s  
bounded .by o t h e r  u t i l i t y  s e r v i c e  a r e a s .  

LP&L power g e n e r a t i n g  f a c i l i t i e s  a r e  l o c a t e d  a t  t h r e e  p l a n t s .  Tab le  I 
d e s c r i b e s  t h e  d i e s e l  e n g i n e s ,  g a s / o i l - f i r e d  b o i l e r s  and g a s  t u r b i n e s  t h a t  . 
make up t h e  sys tem.  P l a n t . N o .  1 is on emergency s t a n d b y  s e r v i c e  o n l y  and does  
n o t  o r d i n a r i l y  g e n e r a t e  power e x c e p t  t o  m a i n t a i n  o p e r a t i n g  i n t e g r i t y  o f  t h e  
p l a n t .  Un i t  3  a t  P l a n t  No. 2 i s  no l o n g e r  i n  s e r v i c e  due t o  a  . f i r e  i n  1977. 
A l l  o f  t h e  g a s - f i r e d  b o i l e r s  have t h e  c a p a b i l i t y  t o  d u a l - f i r e  s a s  and No. 2  
d i e s e l  (50 p e r c e n t  e a c h ) .  Hol ly  S t a t i o n  Un i t  2  can  burn  100 p e r c e n t  d i e s e l  : 

o r  No. 6  f u e l  o i l ,  and i s  t h e  o n l y  s t eam b o i l e r  c a p a b l e  o f  runn ing  on o i l  . 
c o n t i n u o u s l y .  I n  a d d i t i o n ,  two o f  t h e  t h r e e  g a s  t u r b i n e s  l o c a t e d  a t  t h e  
Ho l ly  S t a t i o n  can u s e  d i e s e l  f u e l .  

A l l  o f  t h e  LP&L s t eam b o i l e r  u n i t s ,  e x c e p t  U n i t  4 a t  P l a n t  No. 2 ,  swing 
w i t h  sys tem demand. (With r e s p e c t  t o  t h e  FUA t h e y  a r e  "base  l o a d " . )  The 
Ho l ly  S t a t i o n  gas  t u r b i n e s  and P l a n t  No. 2 ' s  Uni t  4  s t eam b o i l e r  a r e  used t o  
meet peak demands. A l l  o f  t h e  d i e s e l  e n g i n e s  a r e  i n  s t andby  s e r v i c e .  

LP&L's p r e s e n t  o v e r a l l  sy s t em h e a t  r a t e  i s  12 ,500 B t u ' s  p e r  kwh. The 
two u n i t s  a t ' t h e  Hol ly  S t a t i o n  have a v e r a g e  h e a t  r a t e s  o f  10,500-11,000 B tu  p e r  
kwh w h i l e  t h e  o l d e r  u n i t s  a t  P l a n t  No. 2  have h e a t  r a t e s  o f  15,000-16,000 B t u ' s  
p e r  kwh. P r e s e n t l y ,  T i p p e t t  and Gee, a s  p a r t  o f  a  l a r g e  s t u d y ,  i s  r ev i ewing  
t h e  p o s s i b i l i t y  o f  combining two of  t h e  gas  t u r b i n e s  l o c a t e d  a t  t h e  Hol ly  
S t a t i o n  w i t h  two o f  t h e  g a s  f i r e d  b o i l e r s  a t  P l a n t  No. 2  t o  make a  combiced 
c y c l e  o p e r a t i o n .  T h i s  would s i g n i f i c a n t l y  r educe  t h e  power g e n e r a t i o n  h z a t  
r equ i r emen t s  of  LP&L sys tem.  No o t h e r  p l a n s  e x i s t  f o r  a d d i t i o n a l  power 
g e n e r a t i n ?  c a p a c i t y  a t  t h i s  t i m e  t o  meet f u t u r e  power demands o r  t h e  FUA. 
However, two s t u d i e s  a r e  b e i n g  done f o r  LP&L a d d r e s s i n g  f u t u r e  needs .  One 
s t u d y  b e i n g  -conducted by T i p p e t t  and G e e  w i l l  e v a l u a t e  ene rgy  o p t i o n s  f o r  
mee t ing  f u t u r e  power demands and t h e  FUA. The o t h e r  s t u d y  b e i n g  conducted  by ' 

B a t t e l l e  i s  e v a l u a t i n g  t h e  use  o f  mun ic ipa l  s o l i d  was t e  s t eam g e n e r a t i o n  
b o i l e r s  f o r , e l e c t r i c  power g e n e r a t i o n  a t  P l a n t  No. 2. LP&L h a s  a l s o  h e l d  

1 d i s c u s s i o n s ~ w i t h  s e v e r a l  a d j a c e n t  u t i l i t y  sys t ems  a b o u t  j o i n t  ownersh ip  o f  a  
new c o a l - f i r e d  power g e n e r a t i o n  u n i t , b u t  t h e s e  t a l k s  have  n o t  p r o g r e s s e d  f a r .  

1 . 3  F u e l  Sources  

LP&L p r e s e n t l y  o b t a i n s  i t s  n a t u r a l  ga s  supp ly  from P i o n e e r  N a t u r a l  Gas. 
LP&L and P i o n e e r  have  a  f i v e - y e a r  renewable  c o n t r a c t  which i s  r e n e g o t i a t e d  
e v e r y  y e a r  f o r  one  a d d i t i o n a l  y e a r  on t h e  e x i s t i n g  c o n t r a c t .  LP&L i s  
p r e s e n t l y  pay ing  $2.40 p e r  m i l l i o n  Btu and e x p e c t s  t h e  p r i c e  o f  g a s  t o  i n c r e a s e  
by 3C p e r  month o v e r  t h e  n e x t  1 8  months. LP&L f u e l  o i l  n e e d s  ace met by 



EXISTING UNITS TABLE I 

HEAT MAXIMUM 
IfJPUT HEAT 
RATE ALTERNATE RATE 

(BTUIHR. ) FUZLS (BTU/KWH) 

UNIT TYlE NET 
STATION PRIME (ZASELOAD, COGEUEEATIOM GENEIWTING DUE 

NMIE LOCATION UNITS MOVER ET*;.) CAFABILITY CAPACITY (MW) ON-LIRE 

RETIRE- 
MENT 
DATE 

PRIMARY 
?UEL(S) 

P l a n t  111 Lubbock 1 Diesel S t a r d r B y  -- 2.25 1942 

P l a n t  81 2 D i e s e l  S t a d - B y  -- . 9 1929 

P l a n t  8 1  3 .  D i e s e l  Stand-By -- 1 . 0  1932 

P l a n t  # l  4 D i e s e l  Stanj-By ' -- 1 . 2 5  1934 

P l a n t  111 ' 5  D i e s e l  Stanl-By 

P l a n t  82 Lubbock 1 D i e s e l  Stanl-By Dual 
F u e l  

P l a n t  #2 2 D i e s e l  E tand-By Dual 
F u e l  

. P l a n t  112 3 Steam ' . -- 
., .. 

P l a n t  82 4' Steam l e a k  NA Oi l*  NA 

P l a n t  82 , 5  > Steam Swing N A Oil*  NA 

P l a n t  t 2  6 Steam $wing N A Oi l*  N A 

N A Oi l*  N A P l a n t  #2 7 Steam Swing 

H o l l y  Ave. Lubbock HSI Steam Swing 

HSII Steam % i n s  

GTI Turb ine  P e a k  

NA Oi l*  16,000 

N A Oil*  N A 

N A O i l *  N A 

Nk None N A GTII T u r b i n e  Peak  -- 19.0 1971  

GTIII  Turb ine  Peak  -- 20.0. ,1974 Nk O i l *  N A 



purchases  on t h e  s p o t  marke t  w i t h  p r e s e n t  o i l  p r i c e s  runn ing  a t  85 t o  90 c e n t s  
p e r  g a l l o n .  Fo r  most o f  1979 LP&L was unab le  t o  o b t a i n  f u e l  o i l  due t o  
l a c k  o f  a v a i l a b i l i t y .  However, t h i s  d i d  n o t  p r e s e n t  an o p e r a t i n g  problem due 
t o  a  c o o l  summer and mi ld  w i n t e r  ( i . e . ,  no  n a t u r a l  g a s  c u r t a i l m e n t s ) .  

1 .4  Demand P r o j e c t i o n s  

Tab le  I1 shows t h e  ave rage  demand f o r  each  y e a r  s i n c e  1968.  The 
maximum peak power demand was 142.5P4W d u r i n g  t h e  summer o f  1978. P r e s e n t l y ,  
LP&L h a s  app rox ima te ly  22,400 r e s i d e n t i a l ,  2000 commercial and 560 m u n i c i p a l  
cus tomers .  System peak demand i s  p r o j e c t e d  t o  doub le  by t h e  y e a r  2000, 
assuming a  3.5 p e r c e n t  peak power growth r a t e .  However, t h i s  a n n u a l  growth 
r a t e  o f  3.5 p e r c e n t  may be  h igh  i n  l i g h t  o f  t h e  c i t y ' s  expec t ed  p o p u l a t i o n  
growth of  3.2 p e r c e n t ,  c o n t i n u e d  d i r e c t  c o m p e t i t i o n  w i t h  SPS, p o s s i b l e  
c o n t i n u a t i o n  o f  s e r v i c e  a r e a  growth r e s t r i c t i o n s , - a n d  t h e  r a p i d l y  i n c r e a s i n g  
c o s t  o f  e l e c t r i c  power p r o d u c t i o n  (which would t e n d  t o  r educe  p e r  c a p i t a  
consumpt ion) .  Net k i l o w a t t  hou r s  and peak demand by LP&L a c t u a l l y  d e c r e a s e d  
from 1978 t o  1979.  

1 2.0 F u e l  Use Act  I m p l i c a t i o n s  

2 . 1  A p p l i c a b i l i t y  

None o f  LP&Lts  b a s e  and i n t e r m e d i a t e  l o a d  u n i t s  i s  exc luded  under  S e c t i o n  
1 0 3 ( a )  ( 7 )  ( A )  of  t h e  Act  which exempts from cove rage  o f  a l l  u n i t s '  w i t h  a  r a t e d  
c a p a c i t y  o f  l e s s  t h a n  100 p e r c e n t  Btu /hr .  

A s  i n d i c a t e d  i n  T a b l e  I ,  LP&L h a s  18  u n i t s  a t  t h r e e  s e p a r a t e  p l a n t s .  
Although n i n e  o f  t h e s e  u n i t s  appea r  t o  f a l l  below t h e  100 m i l l i o n  Btu /hr  
t h r e s h o l d ,  t h r e e  o f  t h e  u n i t s  a r e  i n  a g g r e g a t i o n  w i t h  u n i t s  t o t a l i n g  more t h a n  
250 m i l l i o n  B t u / h r  and t h u s  a r e  n o t  exc luded  from t h e  p r o h i b i t i o n s  o f  t h e  
FUA. The o t h e r  s i z e  u n i t s  a r e  a l l  more t h a n  35 y e a r s  o l d  and a r e  r e t i r e d  f o r  
a l l  p r a c t i c a l  n!?::poses. 

A l l  o f  LP&Lts  u n i t s  a r e  " e x i s t i n g "  a s  d e f i n e d  i n  t h e  FUA. However, Ho l ly  
P l a n t  Un i t  No. 2 ,  a  54MW g a s - f i r e d  u n i t  came o n - l i n e  i n  June  1978. Concerned 
t h a t  it might  be  d e f i n e d  a s  a  "new" f a c i l i t y ,  LP&L a p p l i e d  t o  ERA and Ho l ly  
No. 2  was g r a n t e d  d e s i g n a t i o n  a s  an  e x i s t i n g  u n i t .  Except  f o r  t h i s  a p p l i c a -  
t i o n ,  LP&L h a s  n o t  had any o t h e r  c o n t a c t  w i t h  ERA r e g a r d i n g  t h e  FUA. LP&L 
p e r c e i v e d  it might  have  a  problem a s  a  r e s u l t  o f  an  APPA a r t i c l e  
c o n t a c t e d  ERA/OFC r e g a r d i n g  t h e  s t a t u s  o f  Hol ly  No. 2.  

None o f  LP&Lts  u n i t s  a r e  c o a l  c a p a b l e  and a r e  n o t  c a n d i d a t e s  f o r  
c o n v e r s i o n  o r d e r s  FUA S e c t i o n  3 0 1 ( b ) .  

\ 

2.2 Compliance S t r a t e g i e s  

LP&L must c o n v e r t  from i t s  t o t a l  r e l i a n c e  on n a t u r a l  g a s  t o  a l t e r n a t e  
f u e l s  by 1990 i n  o r d e r  t o  m e e t  t h e  o b j e c t i v e s  o f  t h e  FUA. Fo l lowing  a r e  
s e v e r a l  p o s s i b l e  s c e n a r i o s  i n  which LP&L c o u l d  meet i t s  l e g a l  o b l i g a t i o n s  
under  t h e  FUA. I t  i s  l i k e l y  t h a t  s e v e r a l  of  t h e s e  o p t i o n s  c o u l d  b e  pu r sued  
s i m u l t a n e o u s l y .  

1 2.2 .1  E x i s t i n g ,  U n i t s  

F u e l  Convers ion:  Another  o p t i o n  a v a i l a b l e  t o  LP&L i s  t o  b a s e  l o a d  
Ho l ly  S t a t i o n  No. 2  c o n t i n u o u s  o i l  f i r i n g  and making m o d i f i c a t i o n s  t o  i t s  

' o t h e r  u n i t s  such  t h a t  by 1990,  LP&L c o u l d  meet  i t s  FUA o b l i g a t i o n s  by 
s imply  s w i t c h i n g  t o  o i l .  . The advan tages  o f f e r e d  by t h i s  app roach  a r e  t h a t  

, ' LP&L c o u l d  a v o i d  l a r g e  c a p i t a l  o u t l a y s  which would be  r e q u i r e d  t o  b u i l d  ' new c o a l - f i r e d  c a p a c i t y .  T h i s  s c e n a r i o  c o u l d  a v o i d  t h e  p rema tu re  r e t i r e -  
.. ment o f  LP&Ls newer u n i t s  and c o u l d  p rove  t o  be  l e a s t  burdensome i f  



Congress were to repeal the gas use prohibitions on existing utilities 
--especially if natural gas prices remain stable or escalate slowly. 

A disadvantage of converting to oil is primarily economic. If the 
~tu-equivalent cost of oil continues to be significantly higher than 
gas, LP&L would incur sharply higher generating costs in 1990. A 
second disadvantage would arise if Congress were to amend the FUA to 
require reductions in total oil/gas usage, thus preventing this method 
of compliance. 

System Compliance Option: Designed especially for utility systems 
which are heavily dependent on natural gas Title V of the FUA provides 
for the continued use of gas to year 2000 for qualifying utilities. 
Utilities which desired to exercise this provision, the System Compliance 
Option, had until January 1, 1980, to qualify. LP&L officials said they 
were not aware of this provision until after January 1, 1980. Even if 
they had been aware of the system compliance option (SCO), it is not 
-clear whether LP&L would have mounted the effort to comply in this 
manner. The stipulations under the SCO would sharply llmlt LP&L1s 
future operating flexibility and would still require substantial 
conversion in order to reduce gas usage to 20 percent of its base period 
(1976-87). 

Permanent and/or Temporary Exemptions: LP&L could pursue a variety 
of temporary and permanent exemptions to extend its planning horizons, 
to provide increased operating flexibility, and to ensure that its , 
latest generating units are allowed to serve out their useful lives. 
(Holly Unit No. 2 will have served out its 35 year "life" in year 2013). 

From among 21 possible temporary and 2ermanent exemptions, the 
following appear to be relevant to LP&L1s circumstances: 

Economic: Permanent and temporary exemptions based on a finding 
that the,cost of using any alternate fuel substantially exceeds the 
cost of using gas. 

Temporary exemption for units which will be retired within 
five year period. 

Peak Load: Temporary or permanent exemption to operate a 
gas-fired unit for peak load purposes only. 

Cogeneration: LP&L could join with a new or existing industry 
OP institution to build a new cogeneration facility fired by 
natural gas, if several criteria were met. 

Fuel Mixtures: Existing power plant^ u~ing Eynthotio fuolc from 
municipal or agricultural wastes are given special encouragement . 
rhrough r h e  f u e l  mixeures permanent exemption wnlcn woula.permit 
a carefully determined volume of natural gas to be used in such , 
dual-fueled facilities. 

I _ 
Emergency purposes: LP&L could maintain one or more units on. 
standby to be usea for reliability purposes only (in force;! outages). 
Use of gas in units with less than 250 million Btu/hr heat input: 
LP&L could obtain an exemption for several units which individually 
have a heat input rate of less than 250 million Btu/hr, if these , . 
units were being used as base load units in April 1977. 



Although it does not appear that. environmental or site limitations 
will constrain the construction of new coal-fired capacity in this area, 
there are a variety of exemption possibilities under Section 212 of the 
FUA. Most of these are similar to those identified above. However, 
one deserves special attention because of its possible applicability to 
other publicly-owned utilities. The inability to obtain adequate capital 
for new coal.(or other alternate fuel) fired unit is grounds for a 
permanent exemption. Thus, if the voters of Lubbock fail to approve 
bonding authority for a new coal-fired plant but would appr0ve.a gas-fired 
unit at less than half the cost, this could constitute an inability to 
obtain capital and entitle the utility to an exemption to burn gas. 

2.2.2 New Capacity 

Alternate Fuels: LP&L could comply with the FUA by constructing 
a large new alternate fuel-fired facility. No such plans are now 
underway, although LP&L has contracted with Battelle to investigate the 
feasibility of using municipal solid waste as a supplemental fuel. In 
addition, there have been discussions between LP&L and Lea County Electric 
Coop in New Mexico about a joint-action coal plant. 

If LP&L were to decide to build a large new generating plant, it 
could build a facility large enough to accommodate future growth and 
replace its existing gas-fired base load demand--thus meeting its FUA 
obligations. Presumably this option would demonstrate the "good faith 
efforts" referred to in the FUA as a condition for the granting of 
exemptions. (LP&L would probably still need to use some of its existing 
units for intermediate or peak load and thus require exemptions.) 

However, the decision to'pursue this option would be difficult in 
many respects. First, the voters would have to grant bonding authority; 
a prospect which LP&L officials believe to be slim. (The last gas-fired 
unit required three elections before voters approved funding.) Secondlv, 
given the uncertainties associated with LP&L1s future growth, LP&L may 
not need additional generating capacity for several decades (assuming no 
service area expansion and little per capita increase in demand). It is 
unlikely that a new coal-fired unit could be economically justified under 
a no-growth or sharply curtailed growth situation, given.the existing 
investment in gas-fired capacity. Finally, a decision to build a large 
new facility would require a substantial commitment to the long-term 
survival of LP&L, a commitment which would be difficult to ensure Ln view 
of the unique relationship among LFtL, SPS, and their customers. 

3.0 Purchased Power 

Perhaps the most likely and least burdensome method for LP&L to comply with 
the FUA is to use its contract with SPS to purchase up to lOOMW of base load power. 
Although the contract envisions even larger electricity exchanqes (with a four-year 
notice), 100fiIW should meet LP&L1s base load power requirements for several years. 
This would shift the burden of converting to alternate fuels to SPS (which has 
several existing and planned coal units) since the FUA, Sec. 103(a) (61, includes 
electricity within the definition of "alternate fuels." 

The intertie between LP&L and SPS could fundamentally alter the competitive 
relationship between the two utilities. To the extent that LP&L relies on the 
contract to furnish base load, this relationship will come to resemble that of 
a wholesale power supplier and a local distributor. 



4.0 A l t e r n a t i v e  Technology Options 

Of t h e  v i a b l e ,  a l t e r n a t i v e  technology o p t i o n s  a v a i l a b l e  t o  LP&L, t h e  fo l lowing 
i t e c h n o l o g i e s  a r e  c u r r e n t l y  be ing  pursued.  

d i r e c t  f i r i n g  of o i l  ( a l l  g a s - f i r e d  b o i l e r s  a r e  des igned o r  have been 
r e t r o f i t t e d  t o  burn some o i l )  

purchase  base  load  power form ano the r  u t i l i t y  (1982 agreement w i t h  
SPS f o r  10 t o  100 blW) 

d i r e c t  combustion of c o a i  (ve ry  p re l iminary  d i s c u s s i o n  w i t h  nearby 
u t i l i t i e s  . f o r  a  j o i n t  ownership p l a n t )  

I d i r e c t  combustion o f  municipal  s o l i d  waste  ( u n d e r ' s t u d y  by B a t t e l l e l  

convers ion of  e x i s t i n g  g a s - f i r e d  b o i l e r s  and t u r b i n e s  t o  combine c y c l e  
o p e r a t i o n  (under  s tudy  by T i p p e t t  and Gee) 

Of t h e s e  o p t i o n s ,  only  t h e  d i r e c t  f i r i n g  of o i l  and t h e  purchasing of  power 
from ano the r  u t i l i t y  are d e f i n i t e l y  a~rai la l - i le  i n  t he  1QOO'a. Another vialsla ~ ~ L i v l l  
would be t h e  use o f  cogenera t ion  a t  t h e  Holly S t a t i o n  P l a n t .  Land i s  a v a i l a b l e  
around t h i s  p l a n t  f o r  t h e  c o n s t r u c t i o n  o f  indust r ia l -commercia l  f a c i l i t i e s  capable  ; 
of  u t i l i z i n g  low-pressure steam. 

Table  I11 summarizes t h e  a p p l i c a b i l i t y  of  t h e  above mentioned technical .  oPti6nn 
a v a i l a b l e  t o  LP&L as w e l l  a s  t h e  o t h e r  o p t i o n s  addressed i n  Task 5. Technological  
acceptance  ranks  t h e  commercial s t a t u s  and degree  of  commercial use  i n  t h e  U.S. 
Environmental  a c c e p t a b i l i t y  ranks  t h e  degree  of  environmental  c o n t r o l  and hazard .  
Cost  a c c e p t a b i l i t y  ranks  t h e  economic c a p a b i l i t y  of LP&L t o  implement t h e  technology.  
The o v e r a l l  a c c e p t a b i l i t y  combines t h e  t h r e e  previous  c a t e g o r i e s ,  weight ing t h e i r  
v a l u e  i n  l i g h t  of  LP&L1s p a r t i c u l a r  s i t u a t i o n .  A s  can be s e e n ,  LP&L, i n  va ry ing  
degrees ,  i s  pursu ing  t h o s e  o p t i o n s  which a r e  most a p p l i c a b l e  t o  t h e i r  system. 

5.0 Conclusions 

Although LP&L o f f e r s  a  unique i n s t a n c e  of head-to-head compet i t ion  w i t h i n  a  
p a r t i c u l a r  s e r v i c e  a r e a ,  i t s  FUA-related problems a r e  n o t  unique.  

Because of t h e  v a s t l y  i n c r e a s e d  prices o,f o i l  and n a t n r a l  q n s ,  smal l  u t i l i t i c o  
now dependent on t h e s e  f u e l s  w i l l  f i n d  it d i f f i c u l t  t o  compete w i t h  t h e  l a r g e r  
u t i l i t i e s  which have t h e  t e c h n i c a l  s o p h i s t i c a t i o n  and c a p i t a l  t o  conver t  t o  
a l t e r n a t e  f u e l s .  The FUA r e i n f o r c e s  t h i s  economic s t imulus .  

The Lubbock exper ience  s u g g e s t s  t h a t  t h e r e  i s  va lue  i n  p r e s e r v i n g  a  smal l  
system ( a t  l e a s t  t o  t h e  Lubbock r a t e  payers  who en joy  lower r a t e s  and b e t t e r  s e r v i c e ) .  
A t  i s s u e  i s  whether t h e  n a t i o n a l  i n t e r e s t  i s  b e s t  se rved  by t h e s e  smal l  systems and,  
i f  s o ,  should  some accommodation be made i n  t h e  FUA t o  recognize  t h e  d i f f i c u l t i e s  
f aced  by i n d i v i d u a l  smal l  u t i l i t i e s  i n  complying wi th  t h e  Act. LP&L management 
s u g g e s t s  t h a t  very  smal l  u t i l i t i e s  (590 MW) be exempted from t h e  Act and t h a t  
e x i s t i n g  u n i t s  be al lowed t o  s e r v e  o u t  t h e i r  u s e f u l  l i v e s  r a t h e r  than  meet a  1990 
d e a d l i n e .  Although e i t h e r  of  t h e s e  changes would p rov ide  c o n s i d e r a b l e  r e l i e f  t o  
LP&L, both  would r e s u l t  i n  i n c r e a s e d  gas  use.  

A l e s s  d r a s t i c  ckange i n  t h e  Act might be t o  a l low smal l  u t i l i t i e s  t o  con t inue  
t o  f i r e  g a s  i n  e x i s t i n g  u n i t s  f o r  base  1 o a d . g e n e r a t i o n  f o r  what i s  g e n e r a l l y  accepted 
a s  a  normal u n i t  l i f e t i m e .  Perhaps such a  r e v i s i o n  could  be combined w i t h  t h e  
amendments' t o  t h e  FUA a f f e c t i n g  o i l  use i n  e x i s t i n g ,  u n i t s .  



TABLE I11 
SUMMARY OF LP6L'S TECHNOLOGICAL GTERNATIVES 

TECHNICAL ENVIRONMENT 
ACCEPTABILITY ACCEPTABILITY 

OVERALL 
APPLICABILITY 

TO LP6L , 

COST 
ACCEPTABILITY ALTERNATIVE TECHNOLOGY COMMENTS 

Direc t  combustion of 

Coal 
* 

VA A** Too c o s t l y  t o  do alone--is looking a t  
j o i n t  ownership si tuat ions--funding 
would be very d i f f i c u l t .  

Wood -- -- No f o r e s t s  i n  a rea .  

Municipal So l id  Waste P re sen t ly  s tudying  t h i s  p o s s i b i l i t y .  
Federal  funding may be  pos s ib l e .  

Coal/Oil Mixture -- -- /. 
A l l  gas u n i t s  a r e  no t  s u i t a b l e  f o r  
r e t r o f i t .  

R e t r o f i t t i n g  of  Ex i s t i ng  A V A 
P l a n t s  (combined cyc le)  . . 

Presen t ly  s tudying  r e t r o f i t  of two 
b o i l e r s  and two gas t u rb ines  t o  
combined cyc l e  opera t ion .  

Low-Btu Gas i f i ca t i on  
" .  

'NA Cost would probably be p roh ib i t i ve .  

Cogeneration A Area a v a i l a b l e  around Holly S t a t i o n  
f o r  new indus t ry  t o  l oca t e .  

Heavy Fuel i n  Engines and -- -- 
Turbines 

D ie se l  engines used only f o r  standby, 
gas t u rb ine  r e t r o f i t  no t  commercial. 

CAS Do no t  know i f  subsur iace  formation 
ex is t - -cos t  would probably 'be 
p roh ib i t i ve .  

Low-Head Hydro Few acceptable  hydro l oca t i ons .  

F lu id ized  Bed Combustion Cost would be  p r o h i b i t i v e  a s  we l l  a s  
no t  commercially proven. 

MediuwBtu Gas i f i ca t i on  N A A N A Cost would be p roh ib i t i ve .  I f  gas 
were ' ava i l ab l e ,  purchase agreement 
could be made. 

So l a r  

Purchase Power 

N A Cost would be  p roh ib i t i ve .  

VA Purchase agre'ement f o r  ,power from SPS 
i n  p lace  f o r  10-100MW i n  1982. 

*VA - very acceptable  o r  app l i cab l e  **A - acceptable  o r  app l i cab l e  ***NA - n o t  acceptable  nor  app l i cab l e  



The LP&L a l s o  r a i s e d  t h e  i s s u e  o f  how t h e  FUA c o n s t r a i n t s  combined c y c l e  
g e n e r a t i o n  by r e c o n f i g u r a t i o n  o f  e x i s t i n g  equipment.  Perhaps  such  c a s e s  cou ld  be 
d e l t  w i t h  under t h e  p u b l i c  i n t e r e s t  exemption on a  c a s e  s p e c i f i c  b a s i s .  

From a  t e c h n o l o g i c a l ,  env i ronmen ta l ,  and economic s t a n d p o i n t ,  LP&Lts  o p t i o n s  
f o r  complying w i t h  t h e  FUA a r e  c o s t l y  and l i m i t e d  a s  summarkzkd i n  Tab le  111. The 
e a s i e s t  compliance o p t i o n  and t h e  o p t i o n  which r e q u i r e s  t h e  l e a s t  amount o f  c a p i t a l  . 
e x p e n d i t u r e  on LP&L1s p a r t  i s  t o  pu rchase  Dower from SPS. However, i n  t h e  lonq  
r u n ,  t h i s  o p t i o n  r educes  t h e  independenceof  a s m a l l  u t i l i t y  system a n d . t e n d s  t o  .: 
c o n v e r t  it t o  an  e x t e n s i o n  o f  a  l a r g e  u t i l i t y  system. 



CASE STUDY NO. 9  . 
WESTERN FARMERS ELECTRIC COOPERATIVE - I/ 

ERA REGION 22 

1 .0  System D e s c r i p t i o n  
. . 

1.1 S e r v i c e  Area and Customers 

Western Farmers E l e c t r i c  Coopera t ive  which i s  h e a d q u a r t e r e d  i n  Anadarko, Oklahoma, 
s e r v e s  an a r e a  o f  50,000 squa re  m i l e s  c o v e r i n g  wes t e rn  and s o u t h e a s t e r n  Oklahoma and 
s m a l l  p o r t i o n s  o f  Kansas and Texas.  Western Farmers h a s  9  member d i s t r i b u t i o n  
r e s p o n s i b l e  f o r  s u p p l y i n g  e l e c t r i c a l  power and ene rgy  r e s o u r c e s  th rough  i t s  own 
g e n e r a t i o n  s o u r c e s  o r  purchased  o r  wheeled power from n e i g h b o r i n g  u t i l i t i e s .  The 
Coop h a s  a l s o  n e g o t i a t e d  i n t e r c h a n g e  c o n t r a c t s  w i t h  s i x  mun ic ipa l  sys tems l o c a t e d  
i n  Oklahoma ( 4 )  and Texas ( 2 )  . 

Western Farmers is  a g e n e r a t i o n  and t r a n s m i s s i o n  c o o p e r a t i v e  p r o v i d i n g  w h o l e s a l e  
power t o  i t s  members. I n  1978 t h e  n e t  g e n e r a t i o n  from Western Farmers '  sys tem t o t a l e d  
2.6 b i l l i o n  KWH. 

Tab le  1 l i s t s  t h e  members a n d ' p r o v i d e s  d a t a  on number o f  cus tomers  e a c h  member 
s e r v e s  f o r  y e a r  1,978. . . 

Member 

. 
Tab le  I Customers 

Customer 

A l f a l f a  E l e c t r i c  
' Caddo E l e c t r i c  
Canadian V a l l e y  ~ l e c t r i c  
Char tan  E l e c t r i c  . ( -  .- 
Ammarian E l e c t r i c  
Co t ton  E l e c t r i c  
E a s t  C e n t r a l  Oklahoma E l e c t r i c  
Harmon E l e c t r i c  
Kay E l e c t r i c  
Kiamichi  E l e c t r i c  
Kiwash E l e c t r i c  
Nor th fo lk  E l e c t r i c  
Nor thwestern  E l e c t r i c  
Oklahoma E l e c t r i c  
People  ' s E l e c t r i c  
Red R ive r  V a l l e y  Rura l  E l e c t r i c  
Rura l  E l e c t r i c  
S o u t h e a s t e r n  E l e c t r i c  
Southwest  Rura l  E l e c t r i c  

\ 

2  E x i s t i n g  Gene ra t ing  F a c i l i t i e s  

Western Farmers g e n e r a t i n g  f a c i l i t i e s  c o n s i s t  o f  a l l  g a s  f i r e d  u n i t s .  Of t h e  
718MW n e t  g e n e r a t i n g  c a p a c i t y ,  6  u n i t s  ( a b o u t  391MW) , 3  g a s - f i r e d  s team t u r b i n e  u n i t s  
and 3  gas- o r  o i l - f i r e d  combined c y c l e  u n i t s  are l o c a t e d  i n  Andarko and t h r e e  g a s - f i r e d  
u n i t s  ( a b o u t  323MW i n  Mooreland.) 

1/ Report  on t h e  A n a l y s i s  o f  t h e  Powerplant  and I n d u s t r i a l  F u e l  Use A c t  o f  1978. - 
For  t h e  Western Farmers Power Coopera t ive .  P r e l i m i n a r y  Repor t .  Burns & McDonnel, 
Kansas C i t y .  A p r i l  22, 1980. 



An agreement  e x i s t s  between t h e  Coop and Sou thwes t e rn  Power A d m i n i s t r a t i o n  f o r  
260MW.of peak ing  power as w e l l  as supp lemen ta l  peak ing  and e x c e s s  e n e r g y .  The 
agreement  i s  i n  e f f e c t  u n t i l  .May 31,  1999.  

Western Farmers  a l s o  p u r c h a s e s  power from t h e  P u b l i c  S e r v i c e  Company o f  Oklahoma 
(PSO) which i s  wheeled d i r e c t l y  t o  members o f  t h e  Coop. t h a t  a r e  connec t ed  t o  t h e  PSO's 
t r a n s m i s s i o n  sys tem.  

I n  1978,  Western  Farmers  n e t  sy s t em l o a d  i n c l u d i n g  wheeled  power was 2,'970, 350, 
000 kwh consumed by a p p r o x i m a t e l y  169 ,000 cus tomers .  F u e l  consumed by t h e  Coop's  
f a c i l i t i e s  i n  t h e  same y e a r  t o t a l e d  24,644,670 mcf o f  n a t u r a l  g a s  and 248 b a r r e l s  o f  
o i l .  

1 . 3  F u e l  Sources  

The Coop o b t a i n s  i t s  n a t u r a l  g a s , f r o m  134 w e l l s  o f  which 70 a r e  connec t ed  t o  
p r o d u c e r ' s  l i n e s  and 64 t o  Western Farmers .  Western Farmers  r e c e i v e d  a  maximum d a i l y  
d e l i v e r y  o f  91,000,000 c u b i c  f e e t  which i s  e s t i m a t e d  to  meet pr~jected requirements. 
P l a n s  a r e  t o  r e p l a c e  b a s e  l o a d  g a s - f i r e d  g e n e r a t i o n  w i t h  c o a l - f i r e d  and n u c l e a r  
g e n e r a t i o n .  

1 .4 Demand P r o j e c t i o n s  

The demand f o r  t h e  r ema in ing  p a r t  o f  t h e  c e n t u r y  i s  e s t i m a t e d  t o  i n c r e a s e  
a n n u a l l y  by 5 .98% from 1980 t o  1994;  and 5.14% from 1990 t o  1995;  and 4.32 p e r c e n t  
from 1995 t o  1999.  T a b l e  I1 summarizes t h e  u t i l i t y ' s  d a t a  and demand estimates. 

T a b l e  11. P r o j e c t e d  Demand 

Year - Energy Peak load  
{ 

2.0 F u e l  Use A c t  I m p l i c a t i o n s  

P r i o r  t o  t h e  enac tmen t  o f  FUA t h e  Western Farmers E l e c t r i c  Coope ra t ive  had 
a l r e a d y  embarked on a  p l a n  t o  move away from r e l y i n g  s o l e l y  on  n a t u r a l  g a s  t o  
. g e n e r a t e  power. 

S i n c e  Western Farmers '  u n i t s  have been  c l a s s i f i e d  as e x i s t i n g  u n i t s  w i t h i n  t h e  
' con tex t  o f  t h e  F u e l  Use Act and d i d  u s e  n a t u r a l  g a s  i n  1977,  Western Farmers c a n ,  
c o n t i n u e  t o  use  n a t u r a l  g a s  i n  t h e s e  u n l t s  w i t h o u t  an exempt ion  b e i n g  r e q u l r e d  b e f o r e  
1990 b u t  w i t h  one  c o n s t r a i n t .  Western Farmers canno t  u se  n a t u r a l  g a s  b e f o r e  1990 i n  
g r e a t e r  p r o p o r t i o n s  e i t h e r  d u r i n g  c a l e n d a r  y e a r s  1974 th rough  1976 o r  d u r i n g  t h e  
f i r s t  two y e a r s  o f  i n i t i a l  o p e r a t i o n  i f  t h e  u n i t  began o p e r a t i o n  on o r  a f t e r  
January  1, 1974. T h i s  c o n s t r a i n t  can  b e  waived i f  a n  exempt ion  i s  f i l e d  and/or  
g r a n t e d  f o r  t h e  c u r r e n t  t i m e  up t o  J a n u a r y  1, 1990. Thus,  w h i l e  FUA T i t l e  I11 
p r o h i b i t i o n s  do  n o t  g r e a t l y  a f f e c t  Western Farmers '  s t u d y  o p e r a t i o n  b e f o r e  1990. 
T i t l e  I11 p r o h i b i t i o n s  w i l l  c a u s e  a  comple te  r e s t r i c t i o n  o f  n a t u r a l  g a s  u s e  on o r  
a f t e r  J a n u a r y  1, 1990 u n l e s s  exempt ions  a r e  o b t a i n e d .  T i t l e  I11 exempt ions ,  b o t h  
t empora ry  and permanent  a r e  open t o  p e t i t i o n  under  S u b t i t l e  B. 

' 8  



2.2 Compliance S t r a t e g i e s  

2 .2 .1  E x i s t i n g  U n i t s  

F u e l  Conversion:  Western Farmers r e q u e s t e d  t h a t  Gene ra l  E l e c t r i c  
i n v e s t i g a t e  t h e  p o s s i b i l i t y  o f  bu rn ing  g a s i f i e d  c o a l  i n  t h e i r  combined c y c l e  
u n i t s .  The r e s u l t s  o f  t h e  i n q u i r y  i n d i c a t e d  t h a t  f o r  c o n v e r s i o n  t o  low Btu g a s  
e x t e n s i v e  m o d i f i c a t i o n  would have t o  be c a r r i e d  o u t . c o s t i n g  approx ima te ly  $1.5 

. m i l l i o n  p e r  u n i t .  I t  was a l s o  p o i n t e d  o u t  t h a t  t h i s  t echno logy  had o n l y  been 
demons t r a t ed  on a  l a b o r a t o r y  s c a l e .  On t h e  o t h e r  hand,  medium Btu g a s  which is  
t e c h n i c a l l y  f e a s i b l e  c o u l d  be used  w i t h  l i t t l e  o r  no  m o d i f i c a t i o n s .  A s  a  
fol low-up t h e  company a t t empted  t o  o b t a i n  c o s t  f i g u r e s .  Data was found t o  be  
s c a n t  on t h i s  s u b j e c t .  The most u s e f u l  d a t a  i n d i c a t e d  t h a t  i nves tmen t  i n  t h a t  
t y p e  o f  f a c i l i t y  would c o s t  $72.5 m i l l i o n  ( i n  January  1980 d o l l a r s )  w i t h  an  
annua l  p e r c e n t a g e  c o s t  (less f u e l )  o f  $1.9 m i l l i o n  ( i n  mid-1980 d o l l a r s ) .  

Western Farmers d o e s  n o t  appea r  t o  be s e r i o u s  o r  anx ious  t o  pu r sue  f u e l  
c o n v e r s i o n  o p t i o n s .  Most p robab ly  because  t h e y  a l r e a d y  are d e v e l o p i n g  a p l a n  
f o r  t h e i r  f u t u r e  sys tem which d i d  n o t  i n c l u d e  c o n v e r s i o n s  p e r c e i v i n g  them as 
t e c h n i c a l l y  i n f e a s i b l e  and c o s t l y .  The Coop h a s  n o t ,  however, done o r  
commissioned any i n d e p t h  s t u d i e s  on f u e l  a t e r n a t i v e s .  

Temporary/Permanent Exemptions: Western Farmers i s  s e v e r e l y  impacted  by 
t h e  p r o h i b i t i o n s  c u r t a i l . i n g  t h e  u s e  o f  n a t u r a l  g a s  i n  e x i s t i n g  u n i t s  on 
Janua ry  1, 1990. 

I n  o r d e r  t o  comply w i t h  t h e  Act a s  w e l l  a s  meet  f u t u r e  e s t i m a t e d  demand, 
c o n s u l t a n t s ,  Burns and McDonnell, have i n v e s t i g a t e d  exempt ions  p e r m i t t e d  unde r  
t h e  Act. The most e f f e c t i v e  exempt ions  a p p e a r  t o  be  permanent  exempt ions  f o r  
i n t e r m e d i a t e  and peak l o a d  u n i t s .  Under c u r r e n t  sys tem p l a n s ,  t h e  b a s e l o a d  
u n i t s  a r e  e x p e c t e d  t o  phase  i n t o  i n t e r m e d i a t e  u n i t s .  The s u g g e s t e d  s t r a t e g y  is  
t o  a p p l y  f o r  an  i n t e r m e d i a t e  l o a d  exemption f i r s t .  I f  it i s  u n s u c c e s s f u l ,  t h e n  
t h e  Company would f i l e  f o r  a  peakload  exempt ion .  A d e c i s i o n  h a s  n o t  y e t  been  
r eached  on t h e  s t r a t e g y  t o  pu r sue .  

Eyotcm Compliance Option:  ~ p p l i c ~ t i o n  o f  t h c  Eyotcm Compliance Opt ion  
would be  h i g h l y  r e s t r i c t i v e  t o  t h e  p r e s e n t  c a p a c i t y  r e s o u r c e s  o f  Western 
Farmers a f t e r  1990. However, p r i o r  t o  1990,  t h e  System Compliance Opt ion  o f f e r s  
a p o s s i b l y  u n r e s t r i c t e d  use  o f  n a t u r a l  g a s  i n  e x i s t i n g  u n i t s .  P r i o r  t o  1990,  
p r o j e c t e d  n a t u r a l  g a s  u s e  l e v e l s  a r e  s u b j e c t  t o  some n e g o t i a t i o n s  w i t h  t h e  
Economic Regu la to ry  A d m i n i s t r a t i o n .  I n  g e n e r a l ,  a n  a c c e p t a b l e  p l a n  would 
u t i l i z e  n a t u r a l  g a s  i n  e x i s t i n g  u n i t s  a t  a  l e v e l  n o t  go exceed  t h e  1976 b a s e  
p e r i o d  use  e x c e p t  i n  emergency o r  ex t reme s h o r t - t e r m  s i t u a t i o n s .  There  i s  no  
d e f i n i t i v e  g u i d e l i n e  f o r  t h e  use  o f  n a t u r a l  g a s .  The c o n s u l t a n t s  r e p o r t  n o t e d  
a  sys tem compliance o p t i o n  i s  o f  v a l u e  t o  t h e  u t i l i t y  o n l y  i f  t h e  p l a n  would 
l i b e r a l l y  and a d e q u a t e l y  p rov ide  f o r  t h e  use  o f  n a t u r a l  g a s  which would meet  
sys tem demands. The r e p o r t  recommended a mee t ing  be  h e l d  w i t h  ERA t o  de t e rmine  
t h e  p robab le  a l l o w a b l e  l e v e l s  o f  n a t u r a l  g a s  consumption ERA would p e r m i t  under  
a  System Compliance P lan .  

2.2.2 New Capac i ty  n .  

P r i o r  t o  t h e  FUA, Western Farmers had a l r e a d y  began d e v e l o p i n g  a d d i t i o n a l  , 
c a p a c i t y  t o  m e e t  t h e  growing ene rgy  r e q u i r e m e n t s  o f  t h e  a r e a .  Two t y p e s  o f  bu lk  . 
power supp ly  s o u r c e s  a r e  b e i n g  pu r sued  -; c o n s t r u c t i o n  o f  a  new p l a n t  and j o i n t  
ownership  o f  a  new p l a n t .  , I 

The Coop now h a s  under  c o n s t r u c t i o n  a  376 MW c o a l - f i r e d  4 e n e r a t i n g  p l a n t  
which i s  schedu led  t o  b e g i n  o p e r a t i o n s  i n  1982. 



The Company h a s  p o i n t e d  o u t  t h a t  FUA, r e q u i r i n g  s p e c i f i c  a c t i o n s  a t  
s p e c i f i c  t i m e s ,  makes it incumbent on it t o  t r y  t o  accompl ish  a d d i t i o n s  of  
g e n e r a t i n g  equipment  t o  t h e  sys tem i n  keep ing  w i t h  a  series o f  l e g i s l a t i v e  
and governmenta l  r e g u l a t i o n s  o v e r  which it h a s  a b s o l u t e l y  no c o n t r o l .  The 
env i ronmen ta l  c o n s i d e r a t i o n s ,  a l t h o u g h  worthy o f  accomplishment,  a r e  e x t r e m e l y  
expens ive  and a r e  v e r y  time-consuming when i t  comes t o  o b t a i n i n g  p e r m i t s  t o  b u i I d  
g e n e r a t i n g  p l a n t s .  The d e c i s i o n  t o  b u i l d  t h e  Black Fox Nuclear  P l a n t  was made 
i n  1973.  Seven y e a r s  have pas sed  and a  c o n s t r u c t i o n  p e r m i t  h a s  n o t  been  i s s u e d ,  
and i n  view o f  Three M i l e  I s l a n d ,  it is anybody 's  g u e s s  a s  t o  when it w i l l  be 

, i s s u e d .  With a  comple t ion  d a t a  ex tended  t o  1987, o v e r  14 y e a r s  w i l l  have 
e l a p s e d  s i n c e  t h e  p r o j e c t  was o r i g i n a t e d .   obvious^, t h i s  f o r e c l o s e s  any  f u t u r e  
c o n s i d e r a t i o n  o f  o t h e r  n u c l e a r  p l a n t s  t o  r e p l a c e  g a s .  The c o a l - f i r e d  p l a n t ,  
which i s  now under  c o n s t r u c t i o n ,  commenced i n  1976 and i s  schedu led  t o  go  on t h e  
l i n e  i n  1982. A c o a l - f i r e d  p l a n t  s t a r t i n g  today  would p robab ly  t a k e  8  t o  10 y e a r s  
from o r i g i n a t i o n  t o  c o m p l e t i o n . i n  view o f  a l l  t h e  r e g u l a t i o n s  t h a t  must be 
s a t i s f i e d .  With Black Fox b e i n g  i n  a  s t a t e  of .  suspens ion ,  s u b s t i t u t e  g e n e r a t i o n  
canno t  be p l anned  f o r  f i n a n c i n g  and o t h e r  r e a s o n s .  FUA, a c c o r d i n g  t o  t h e  company 
d o e s  n o t  t a k e  t h e s e  i t e m s s  i n t o  c o n s i d e r a t i o n  e,xcept  under  t h e  v e i l e d  p o s s i b i l i t y  
of o b t a i n i n g  emergency g a s .  , 

3.0 J o i n t  Ownership 

W e s t e r m  Farmers h a s  a l s o  a g r e e d  t o  p a r t i c i p a t e  i n  t h e  Black Fox u n i t s  1 and 2 
w i t h  t h e  P u b l i c  S e r v i c e  Company o f  Oklahoma and Assoc ia t ed  E l e c t r i c  Coopera t ive .  
Western h a s  n e g o t i a t e d  f o r  a  200MW s h a r e  i n  e a c h  u n i t .  The d e c i s i o n  t o  b u i l d  t h e  
p l a n t  was made i n  1973 b u t  t h e  owners a r e  s t i l l  a w a i t i n  a  c o n s t r u c t i o n  p e r m i t .  A s  
a  r e s u l t  t h e  comple t ion  d a t e  h a s  moved from 1985 and 1937 f o r  u n i t  1 and 2 ,  
r e s p e c t i v e l y ,  t o  1987 and 1990. 

Conc lus ions  

Western Farmers i s  i n  somewhat o f  a  dilemma conce rn ing  t h e  F u e l  U s e  A c t .  
P r i o r  t o  i t s  passage ,  t h e  Coop had a l r e a d y  embarked upon a  p l a n  under  which it 
was r e d u c i n g  i t s  r e l i a n c e  on n a t u r a l  g a s  by b u i l d i n g  a c o a l  p l a n t  and p a r t i c i p a t i n g  
i n  n u c l e a r  u n i t s .  However, due t o  d e l a y s  i n  o b t a i n i n g  a  c o n s t r u c t i o n  p e r m i t  f o r  t h e  
n u c l e a r  u n i t s ,  t h e  Company i s  f a c i n g  a  problem w i t h  t h e  FUA. 

I n  t h e  i n t e r i m  p e r i o d  i . e . ,  up t o  1990,  Western Farmers problem i s  n o t  s o  c r u c i a l  
i n  t h a t  it i s  p e r m i t t e d  t o  bu rn  t h e  same p o r t i o n  o f  n a t u r a l  g a s  it burned i n  1977 and 
i n  1982 t h e  c o a l  f i r e d  u n i t  w i l l  be  i n  o p e r a t i o n .  

The p o t e n t i a l l y  c r i t i c a l  p e r i o d  f o r  t h e  Coop i s  1990 and a f t e r ,  when t h e  
Company i s  p r o h i b i t e d  from burn ing  any n a t u r a l  gas .  The sys tem p l a n s  a s  i n i t i a l l y  
developed w i t h  t h e  n u c l e a r  and c o a l  u n i t s  on l i n e  i n  t h e  l a t e  1 9 8 0 ' s  would r e s u l t  i n  
82% o f  t h e  e l e c t r i c i t y  consumption b e i n g  met w i t h  t h e s e  new u n i t s ,  t h e  remaining  
needs  s u p p l i e d  by purchased  power, and t h e  c u r r e n t  g e n e r a t i n g  u n i t s .  used  f o r  
i n t e r m e d i a t e  and peaking  l o a d s .  I f  t h e  n u c l e a r  u n i t s  do  n o t  come on l i n e  a s  s chedu led  
and t h e  bu rn ing  o f  n a t u r a l  g a s  i s  p r o h i b i t e d ,  Western w i l l  have d i f f i c u l t y  i n  meet ing  
even  t h e  minimum needs  o f  i t s  members. 

~ l t h o u g h  Western Farmers h a s  a  number o f  o p t i o n s  a v a i l a b l e  t o  it t o  comply w i t h  
FUA t h e  most economical  and e f f i c i e n t ,  a c c o r d i n g  t o  t h e i r  a n a l y s i s ,  i s  t o  c o n t i n u e  
t o  bu rn  n a t u r a l  g a s .  The Coop i s  now c o n s i d e r i n g  t h e  p o s s i b i l i t y  o f  complying w i t h  '. 
FUA by f i l i n g  f o r  permanent  exempt ions  f o r  i t s  c u r r e n t  u n i t s  c l a s s i f y i n g , t h e m  a s  
i n t e r m e d i a t e  and peaking  u n i t s .  The System Compliance P l a n  i s  a n o t h e r  o p t i o n  under 
c o n s i d e r a t i o n ,  b u t  b e f o r e  f i l i n g  Western i s  a n x i o u s  t o  de t e rmine  i f  t h e  a l l o w a b l e s  
under  t h e  p l a n  w i l l  be s u f f i c i e n t .  
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1.0 System Descr ip t ion  

1.1 Serv ice  Area and Customers 

West Texas U t i l i t i e s  Company (West Texas) i s  an investor-owned e l e c t r i c  
u t i l i t y  s e r v i n g  53 Texas c o u n t i e s  over  an a r e a  of  53,000 square  m i l e s .  Se rv ice  
t o  farms and ranches  covers  a  good p o r t i o n  of  t h e i r  s e r v i c e  a r e a  a s  w e l l  a s  
t h e  c i t i e s  of  Abi lene ,  San Angelo, Vernon and C h i l d r e s s .  The company's 
headquar te r s  i s  i n  Abilene.  I t  is an o p e r a t i n g  s u b s i d i a r y  of  t h e  C e n t r a l  and 
South West Corporat ion.  

F 1  ..-- West Texas.' wholesale  customers i n c l u d e  18 r u r a l  coopera t ives  which account 
f o r  1 3  p e r c e n t ' o f  t f i e i r  1979 peak load .  The company's s e r v i c e  a r e a  extends  from 
t h e  Oklahoma border  sou th  a c r o s s  t h e  c e n t r a l  p a r t  of  t h e  s t a t e  t o  t h e  Mexican 
border ,  and encompasses approximately 20 pe rcen t  of  t h e  t o t a l  l and  a r e a  of  
Texas. Table I provides  in fo rmat ion  on power consumption by customer c l a s s  
f o r  West Texas U t i l i t i e s .  

Table I. customers and Consumption (1979) 2/ 

Class  No. o f  Customers Energy (Kwh/year) 

R e s i d e n t i a l  
Commercial 
I n d u s t r i a l  
Other  

Tota-l 

1.2 E x i s t i n g  F a c i l i t i e s  

West Texas owns and o p e r a t e s  18 n a t u r a l  g a s - f i r e d  g e n e r a t i n g  u n i t s  
. l o c a t e d  a t  e i g h t  p l a n t s  f o r  a  t o t a l  n e t  system c a p a c i t y  of 1,051MW. A l l  

t h e  u n i t s  a r e  of r e l a t i v e l y  smal l  s i z e  and a r e  u t i l i z e d  i n  a  mixture  f o r  
peaking and base  load c a p a c i t y .  A l l  u n i t s  a r e  des igned f o r  n a t u r a l  gas  f u e l  
wi th  m l y o n e  u n i t  having cont inuous  o i l - f i r e d  c a p a b i l i t y .  Three-four ths  of  
. t h e  u n i t s  have 20 y e a r s  o r  more s e r v i c e  l i f e  remaining; t h e  most r e c e n t  

. . 
1/ powerplant  .and 1ndus t r i a . l  Fuel  Use Act of 1978, Comments of West Texas - 

U t i l i t i e s  Company, Abj lene ,  Texas. June 6 ,  :1980. 
. , I . .  . . .  

2/ 1979 Annual Repor t ,  West Texas U t i l i t i e s  cornpan$, Abi lene ,  Texas. f larch 1980. - 



u n i t s  p laced i n  s e r v i c e  i n  1974 and 1977. S e v e r a l  o f  t h e  u n i t s  can burn f o r  
s h o r t  p e r i o d s  o f  t ime.  I n  a d d i t i o n ,  t h e  company o p e r a t e s  s e v e r a l  smal l  
unat tended d i e s e l  and i n t e r n a l  combustion : eng ines .  

Given t h e  l a r g e  geograph ica l  s e r v i c e  a r e a  covered by West Texas 
(F igure  1 1 ,  t h e  g e n e r a t i n g  u n i t s  a r e  widely d i s p e r s e d  over  53,000 square  
mi les .  The system i s ' i n t e r c o n n e c t e d  wi th  3,750 m i l e s  of t r a n s m i s s i o n  
l i n e s .  Table  I1 d e t a i l s  the .West  Texas g e n e r a t i n g  system. 

1 . 3  Fuel  Sources 

There a r e  no supply  problems w i t h  n a t u r a l  gas  f o r  West Texas. Lone 
S t a r  Gas Company i s  t h e  major s u p p l i e r  f o r  seven of the 'company 's  g a s - f i r e d  
u n i t s .  P r e s e n t l y ,  t h i s  c o n t r a c t  i s  e f f e c t i v e  u n t i l  December 31, 1989, w i t h  
a  f i v e  year  ex tens ion  o p t i o n ,  and s u p p l i e s  t h e  f u e l  f o r  87 p e r c e n t  of  t h e  
company's g e n e r a t i n g  c a p a c i t y .  P h i l l i p s  pet roleum Company i s  t h e  s u p p l i e r  I 

f u r  t h e  o t h e r  u n i t s  under a  long-term c o n t r a c t  through 1988. West Texas 
g:s s u p p l i e s  have been c o n s i s t e n t  excep t  for  some s h o r t  l i m i t a t i o n s  dur ing  
w l n t e r  months. There A ~ P  snme cnnt . rac t  l i m i t a t i o n s  which p reven t  t h e  
company from purchas ing  f rom.o the r  s u p p l i e r s .  I 

I 
The company has  found it d i f f i c u l t  t o  pursue  long-term c o n t r a c t s  f o r  

supplementa l  gas  through t h e  1980 ' s .  I t  f e e l s  t h a t  t h e  off -gas  p r o v i s i o n s  
of t h e  Fue l  Use Act (FUA) a r e  r e s p o n s i b l e  f o r  t h i s  d i f f i c u l t y . .  West Texas 
f i n d s  t h e i r  gas  procurement a t t e m p t s  very  l i m i t e d .  

The u t i l i t y  has  r e c e n t l y  i n i t i a t e d  e f f o r t s  toward o b t a i n i n g  non- 
p i p e l i n e  q u a l i t y  low-Btu gas .  The c o s t  f o r  t h i s  g a s  is  very  compet i t ive  
w i t h  t h a t  from major s u p p l i e r s  and o f f e r s  oppor tun i ty  f o r  use  dur ing  
q u r t a i l m e n t s .  C o n t r a c t s  f o r  t h e  low-Btu gas  have n o t  been s u c c e s s f u l  due 

- t o  c e r t a i n  i n a b i l i t i e s  of  t h e  s u p p l i e r ,  however, W e s t  Texas is  con t inu ing  
t o  examine o p p o r t u n i t i e s  f o r  o b t a i n i n g  t h e  gas .  Low-Btu gas  r e p r e s e n t s  a  
l e s s  expensive  gas  supply  b u t  i s  l i m i t e d  i n  i t s  r e s e r v e  t o  o f f e r  long-term 
supply  assurances .  

1 . 4  Demand P r o j e c t i o n s  

West Texas a n t i c i p a t e s  a  modest growth r a t e  through 1990, i n c r e a s i n g  
s l i g h t l y  t o  2000 .  Through 1985 and 1990, t h e  u t i l i t y  expecta a 3.9 p e r c e n t  
annual  demand growth ( p e a k ) .  The i r  n e t  g e n e r a t i n g  c a p a c i t y  i s  p r o j e c t e d  
t o  be  1,531P'IW i n  1990. 

The annual  demand growth (peak) i s  p r o j e c t e d  t o  be 4..5 p e r c e n t  through 
2000. West Texas n e t  genera t ion  f o r  t h e  y e a r  2000 is  p r o j e c t e d  a s  2,412F.W. 

2.0 Fuel  Use Act I m p l i c a t i o n s  

2. l A p p l i c a b i l i t y  

A l l  West Texas steam g e n e r a t i n g  u n i t s  a r e  s u b j e c t  t o  t h e  requirements  
o f  T i t l e  111. A s  i n d i c a t e d  i n  Table  11, t h e  u t i l i t y  h a s  18 u n i t s  a t  e i g h t  
p l a n t  s i t e s  over  t h e i r  s e r v i c e  a r e a .  ' Two 'of t h e s e  u n i t s  may f a l l  below t h e  
100 mil l ion$TU/hr t reshold ,  b u t  t h e  remaining a r e  n o t  excluded from 
p r o h i b i t i o n s .  None o f  t h e  u n i t s  a r e  more t h a n  25 y e a r s  o l d  and p a s t  t h e  mid- . 
p o i n t  of t h e i r  expected s e r v i c e  y e a r s .  Two u n i t s  a r e  50 and 52 y e a r s  o l d  

. and w i l l  be  r e t i r e d  b e f o r e  1990. Three of  t h e  u n i t s  a r e  l e s s  than  t e n  
y e a r s  o l d  (Table  11). 

A l l  o f  t h e  u n i t s  a r e  " e x i s t i n g "  under t h e  FUA d e f i n i t i o n  and none, 
a t  t h i s  t ime ,  a r e  s u b j e c t  t o  convers ion o r d e r s .  
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EXISTING UNITS TABLE I1 

HEAT . I: ~ I M U M  
UNIT m P E  NET m U T  ' HEAT KETIRE- 

STAT ION PRIME. (BASELOAD, COGZNERATION GWERATING PRI W RATE ALTERNATE RATE MENT 
NAME LOCATION UNITS MOVER ETC. ) CEARICITY CAPACITY ()M) ON-LINE FPIEL(S) (BTN/HR.) FUELS (BTU/KWH) DATE 

Paint 
Creek 

3 Steam Peak -- 8 1943 NG -- Oil 
(Short term) 

4 Steam Peak -- 18 1943 NG -- Oil 
(Short term) 

1 Steam Peak -- 
2 Steam Peak - 
3 Steam - Peak - 
4 Steam Peak -- 

1 Steam Peak - 
2 Steam Peak - 
1 Steam Peak - 
3 Steam Peal -- 
4 Steam Peak I-- 

. . 
4 Turbine: Comb. -- 

Cycle 

5 Steam Comb. - 
Cycle 

Oil 
(Short term) 

,.,, - A , l m  7 : , I# a c  6 Steam Baee -- 

San Angelo 1 Turbine Comb. -- 
Cycle 



, ; .C 
,-I_ . .. 

EXISTING UNITS 

HEAT MAXIMUM 
UNIT TYPE NET INPUT 

.. , . HEAT RETIRE- 
S T A T ' I O N ~  . PRIME '(BASEL'OAD, COGENERATION GENERATING PRIMARY RATE ALTERNATE RATE MENT 

NAME LOCATION U'NITS MOVER ETC.) CAPABILITY CAE'ACITY (MW) ON-LINE FUEL(S) (BTUIHR. ) FUELS (BTUIKWH) DATE. . , 
8 , .  

S a n  An e l o  2 Steam Comb. -- 
(.:"uc"3 . , C y c l e  

1 0 3  1966 '  NG - O i l  
( S h o r t  t e r m )  

-- 200 ' 1977  NG 2  teai in‘ ~ i i i  - o i l  
. -  " .  MatPdbP' 

-.- , - ,. ...., 

P r e s i d i o  

F o r t  S t o c k t o n  

1 D i e s e l  P e a k  -- 1 1 9 5 5  D i e s e l  - - 

1 D i e s e l  P e a k  
' I  . - ... 1 9 2 9  D i e s e l  - 

2 D i e s e l  P e a k  -- . 0 5  1 9 3 0  D i e s e l  - - . . . .  . 

3 Gaso- P e a k  
'. l i n e -  

4 D i e s e l  P e a k  

5 D i e s e l  P e a k  

2 T u r b i n e  Peak  .;, < . 

.1 1 9 5 1  D i e s e l  - 

. 9  1 9 4 8  D i e s e l  - 
. . 

. 9  1 9 4 8  D i e s e l  - 



2.2 Compliance Strategies 

West Texas must seek exemptions for all their units in o-der to 
continue operating beyond January 1, 1990, until new units come into 
operation (see 2.2.2). The utility could convert to oil, but the cost 
appears prohibitive and the company officials have expressed some concern 
regarding becoming dependent on a fuel that is expensive and has a 
questionable future, such as oil. West Texas has applied for temporary 
Public Interest Exemptions for I4 of their units. 

The strategy of the last resort would be to retire all their units 
prematurely or reduce their power output to peaking only. This strategy 
would then necessitate attempts to purchase power from neighboring utilities 
who will also be subject to compliance of the FUA and, perhaps, vulnerable 
to the same strategy. As an investor-owned utility, the company is concerned 
about achieving 5ull benefit from their total plant investments and lower 
costs to their stockholders and ratepayers. 

I 2.2.1 Existiny units 

Because of the location of natural gas resources in the service 
area, West Texas has designed their generation for this fuel. There 
are no production level coal or lignite reserves found in the utility's 
service area. 

Fue1,Conversion: As cited above, West Texas generating 
stations are limited in their ability to burn 011. k'ifteen.iinits 
have capability for oil but only for short-term, usually during 
curtailment periods. Fort Phantom Units 1 and 2 can use oil for 
long periods of time. However, Unit 1 requries frequent boiler 
maintenance when oil is burned. No other units in the system are 
capable of using oil. 

The company has evaluated the feasibility, for'coal 'conversion 
for each system unit. With thc older units, there are space limitations 
for coal handling as well as a severe lack of adequate cooling water 
required by.coa1-fired units. The engineering design of all the 
units, (furnace volumes, air heater design, superheat& design, heat 
transfer surface areas, etc.) prohibit conversion to coal fuel 
without rebuilding the entire boiler and installing environmental 
control equipment. Since the largest unit is 200%W, West Texas determined 
that it was not economical or technically sound to convert these 
boilers to coal. 

In addition to space limitations'at a number of existing sites, 
two other significant factors contributed'to the determination ,regarding 
coal conversion. West Texas serves an area which is vulnerable to 
short water supplies. There are no major additiona1,spurces of water 
for cooling at or near the companylS cxisting plants. The company has 
analyzed water requirements for coal conversion'and found water 
requirements could not be met under a coal conversion scenario. Water 
requirements would range from 0.50 gallons of water per Kwh generated 
to 0.78 gallons depending on whether cooling towers and/or pollution 
abatement equipment is part of the operation. With their present 
gas-fired units, water use averages 0.32 gallons per Kwh. 

A shortage of existing railsoads presents another problem.for - 
coal conversion. In order to burn coal, it conversion appeared.likely, 
the utility would have to build new rail spurs,-or' rebuild older'tracks 
to plant sites, in order to handle coal deliveries. 



Permanent and/or Temporary Exemptions: West Texas could pursue 
a number of exemptions for purposes of changing to alternate fuels by 
2000. The following appear to be within the utility's range of 
operation : 

o Permanent or temporary exemptions based on a finding 
that the total cost of an alternate fuel substantially 
exceeds the cost of using gas; 

o Temporary exemption for units to be retired within 
five years; 

o Emergency exemption for reliability purposes; 

o Peak load exemptions for several small units in system; 

o Fuel mixture exemption based on use of low-BTU gas; 

o Exemption for units with less than 250 million BTU heat 
input; possj.hly applicable for several units; and 

o Exemption due to site limitation or environmental requirements; 
specific for each unit in the system. . . 

Because of West Texas' unique geographical situation, several . 
of the above might also be utilized under Title I1 of the Act regarding 
new facilities. 

2.2.2 New Facilities - Joint Ownership 
In the mid-1970'~~ West Texas began to investigate a move toward 

future reliance on coal, nuclear or lignite generation. The utility 
has expressed concern over capital requirements necessary for building 
new'coal-fired generating stations. To relieve the financial impact, 
West Texas has begun their switch to alternate fuels by purchasing a 
share (307MW) of the proposed Oklaunion Powerplant (640MW) which is 
scheduled for operation in 1987. In the future, as with the Oklaunion 
plank, capacity expansion will be planned by the Central and South 
West System, of which West Texas is a member. 3/ West Texas anticipates 
participating in 20 other coal or nuclear units-between 1987-2000. 

In addition to planning for coal or lignite units, West Texas has 
been participating in studies for other alternate fuels or technologies. 
These studies include a geothermal project in the western part of Texas, 
a demonstration doal gasification plant at San Benito, Texas, and 
development of a cogeneration plan with the Texas Public Utility Commission 
and the Federal Energy Regulatory Commission. West Texas, with two 
consulting firms, plans to submit a project to the Department of Energy 
for a feasibility study to repower 60MW of the Paint Creek Unit 4 with 
solar energy. 

3_/ O.ther,members areacentral Powex and Light Company, Public Service Company 
of Oklahoma and Southwestern Electkic Power Company. 



West Texas pu rchases  some power th roughou t  t h e  y e a r  when it 
. . . ,'-is:.-economical t o  d o  s o .  , In '  1979,  d u r i n g  t h e  peak h o u r ,  West Texas 

'., -: r'ddeived. 29MW' f rom: th ree  ne ighbor ing  u t i l i t i e s .  The Lower Colorado 
i i iver  .Authority p rov ided  l l M W  o f  f i r m  power and 18PIW o f  unscheduled 
p e r :  was r e c e i v e d  from C e n t r a l  Power and L i g h t  Company and P u b l i c  
S e r v i c e  Company o f  Oklahoma ( a l s o  o p e r a t i n g  s u b s i d i a r i e s  o f  t h e  . 
C e n t r a l  and South  W e s t  s y s t e m ) .  Normally,  u n l e s s  economy purchases  ' 
can  be  made, n e t  t r a n s f e r  o r  power th rough  i n t e r c o n n e c t s  w i t h  t h e s e  
companies i s  ma in ta ined  n e a r  z e r o .  For  t h e  y e a r  1979,  West Texas 
r e c e i v e d  a t o t a l  o f  276,876 MWH and d e l i v e r e d  a t o t a l  o f  452,686 MWH. 
These pu rchases  and s a l e s ,  normal ly  made f o r  economic r e a s o n s ,  were 
w i t h  a f f i l i a t e s  and.other.interconnected companies. 

4.0 Conclusion,  
. . 

W e s t  Texas U t i l i t i e s  has . some immediate comp.liance problems.  The f a c t  t h a t '  
t h e  u t i l i t y  h a s  b e e n . i n  t h e  p r o c e s s  of  mov ing-o f f -gas  s i n c e  1975 h a s  n o t  a l l e v i a t e d  
t h e  r e g u l a t o r y  r equ i r emen t  r e s t r i c t i n g  t h e  use  o f  n a t u r a l  g a s  a s  s p e c i f i e d  i n  
t h e  FUA. 

The company emphas izes  t h a t  it can  d e c r e a s e  i t s ,  g a s  u s e  by a . c o n s i d e r a b l e .  
amount a.s new a l t e r n a t e  f u e l  p l a n s  a r e  p l a c e d  i n  s e r v i c e .  By t h e  y e a r  2000, it 
e x p e c t s  t o  reduce  i t s  dependence on  na t .ura1  g a s  t o  when o n l y  2 4  p e r c e n t  o f  i t s  
f u e l  r equ i r emen t s  w i l l  come f ~ ~ m  this source. 

F o r c i n g  t h e  u t i l i t y  t o  compl.etely c o n v e r t  t o  c o a l  i n  t h c  n e a r  t e r m  w i l l  
c r e a t e  f i n a n c i a l  d i f f i c u l t i e s  t h a t - t h e  company may n o t  be a b l e  t o  meet s u c c e s s f u l l y .  
S i m i l a r l y ,  a  r a p i d  c o n v e r s i o n  s c h e d u l e  would p r e s e n t  a lmos t  i n su rmon tab le  env i ron -  
men ta l  d i f f i c u l t i e s  which would c o u n t e r  any Drogress  toward moving o f f - g a s .  
Most n o t i c e a b l e  h e r e  a r e  t h e  l a c k  o f  available w a t e r  i n  t h e  companies '  s e r v i c e  
area and problems w i t !  mee t ing  a i r  q u a l i t y  s t a n d a r d s .  

P r e s e n t l y ,  W e s t  Texas f e e l s  t h a t  t h e  ~ r n h i b i t i o n s  o f  T i t l e  I11 a r e  
o v e r l y  r e s t r i c t i v e  w i t h  r e g a r d  t o  t h e i r  generat ing sys tem.  The u t i l i t y ' s  
p l a n n i n g . h a s  been based  o n  t h e .  u s e _ o f  t h e i r  e x i s t i n g  f a c i l i t i e s  f o r  t h e  economic 
l i f e  o f  each  u n t .  The FUA does  n o t  t a k e  i n t o  account  t h a t  W e s t  Texas began,  a s  
e a r l y  a s  1975,  t o  move t o  a l t e r n a t e . f u e l s  i n  l ong  t e r m .  



APPENDIX B 
UTILITIES AND. REPRESENTATIVES'CONTACTED FOR AND/OR RESPONDING TO 
STUDY OF COMPLIANCE PROBLEMS OF SMALL ELECTRIC UTILITIES' ZdITH FUA 

Utilfties 

Atlantic City Electric 
Arizona Electric Eower Cooperative 

* 
Austin, Minnesota 
Austin, Texas * 
Black Hills Power and Light Company 
Burbank, ~ a l i  fornia* 
~u~rlington, ' ~ermont* 
Bryan, Texas* 
Cajun Electric Power Cooperative 
Central and South West Services, Inc.* 
Central IIudson Gao and Bloctric *corporationf 
Central Telephone and Utilities 
Clarksdale, ~ississi~~i* . 
Colorado Springs, colorado* 
Columbia, Missouri* 
Columbus, ~hio* 

" . Dairyland Electric Power cooperative* 
. .' . Denton, Texas * 

,, .. Detroit Michigan*' 
- Dover, .  ela aware* 

Easton, Maryland 
Empire District Electric company* 
EUA Service corporation* 

' Farmington, New 'Mexico* 
Fitchburg Gas'and' Electric Light Company 
Florida 'Municipal Power ~ ~ e n c y * *  
Fort Pierce Utilities Authority 
Fulton, ~issouri* 
Gainesville, Florida* 
Glendale, ~alifornia* 
Grand Haven, Michigan* 
Grand Island, Nebraska* 
Greenwood, Mississippi 
Hastings , Nebraska* 

' Hibbing, Minnesota 
Highland, ~llinois* 
Homestead, Florida 
Hourna , ~ouisiana* 
Imperial Irrigation ~istrict* 
Interstate Power company* 
Iowa Power 
Iowa-Illinois Gas and Electric company* 
Kansas City Power and Light Company 
Key West, Florida 
Lafayette, ~ouisiana* 
Lakeland, Florida* 
Lamar, colorado* 
Lea County Electric Cooperative Inc.* 

' Lebanon, ~hio* 
Lincoln, Nebraska* 
Lubbock, Texas* 
Madison Gas and Electric company* 

* As cited in study. 



Utilities 

Maine Public Service Company 
Marquette, Michigan* 
Marshfield, 'wisconsin* 
Massachusetts Municipal Wholesale Electric Company 
McPherson, Kansas* 
Medina Electric Cooperative, Inc.* 
Minnesota Power and Light companyA' 
Missouri Utilities Company* 
Montana-Dakota Utilities company* 
Montana Power company* 
Morgan City, ~ouisiana* 
Muscatine, ~owa* 
New R n q l  a n d  G a s  and. R.1 e r t r i r  ~ ~ c ~ ~ i ~ t j ~ f i *  
New Mexico Electr ic Service Company* 
New Smyrna Beach Utilities ~onm~ission* 
North Carolina Electric Membership corporation* 
-0glethorpe Power Corporation 
Orlando, ~lorida* 
Orrville, Ohio 
Ottawa, ~ansas* 
Palo Alto, California 
Plains Electric G&T* 
Pratt, Kansas* 
Public Service of New ~am~shire* 
Public Service of New Mexicu* 

. Ruston, ~ouisiana* 
Savannah Electric Power company* 
.Sebring Utilities  omm mission* 
Sierra Pacific Power ~omp'any* 
South Mississippi Electric Power ~ssociation* 
South   ex as Electric Cooperative Inc.* 
Southern Inditna Gas and Electric company* 
Spencer, Iowa 
St. Joseph Light and Power ~omgany* 
Sunflower Elootrio Ctoperativc 
Tal.l.ahaaaee, Fl.ori.da. 

k Texas Municipal Poyer Agency 
Trinidad, Colorado 
~ri-state G&T ~ssociation~ 
'Pucson Electric rower ~ompany* 
United Power Association 
Upper Peninsula Power company* 
Vero Beach, Florida* 
~alling£ord,.~onnecticut* 
Washington Water Power company* 
West Texas Utilities company* 
Western Farmers Electric cooperative* 
Winfield, Kansas 
Wolverine Electric cooperative* 
Yazoo City, Mississippi* 
Zeeland, Michigan* 

* As cited in study. 



Associations 

American Public Power Association (APPA) * 
Committee on Power for the Southwest, Inc. 

. National G&T Managers Association 
National Rural Electric Cooperative Association (NRECA)* 

persons 

James J.. Berry, P,E. * 
Executive Vice President 
Smith and Gillespie Engineers, Inc. 
Jaclcoonvillc, Florida ' 

Peter S. Hamill 
Senior Vice President 
Stone and Webster Management Consultants, Inc. 
Denver, Colorado 

James M. ~ubbard* 
Executive Vice President 
A. C. Kirkwood and' Associates . . 
Kansas City, Missouri , . 

Alan J. Roth 
Spiegel and McDiarmid 
Washington, D. C. 

* ' J. .B. Sims, P.E. 
J'. Bryan Sims and Associates 
Grand Haven, ~ichigan* 

State Agencies. 

Ohio Department of Energy 
New Mexico Energy and Minerals Department 
Texas Energy and Natural Resources council* 

* As cited in study. 
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APPENDIX C 

JOINT AGENCY LEGISLATION 

(Source : Lehman Brothers Kuhn Loeb , 1nc. , 
Public Power Joint Agency Survey, 1978.) 

KEY - 

1. Ownership and Operation of Facilities - General Powers 
Joint agency is author.ized to plan, acquire, construct, maintain, 

operate, reconstruct, repair, improve, or' lease (as lessee or lessor) facilities 
'inside.or outside state for generation, transmission, or distribution of electric 
power and energy. 

2. Purchases and Sales - General Powers 
Joint agency is authorized to purchase electric power and energy 

from, sell it to and distribute it to any person, political subdivision,. or IOU 
inside or outside state. 

3 .  Issuance o f  Indebtedness - General Powers 
Joint agency is authorized to issue revenue bonds, notes, or other 

obligations, and refunding bonds,. notes, or other obligations, .which oblig.ations may 
be sold at public or private sale. 

4 .  Security for Indebtedness - Standard Security ~rragements 
' , Josnt agency is authorized to issue.indebtedness payable from 

revenues derived from functions, services, facilities, or other available funds of 
agency (including contributions from members). 



APPENDIX. 'C : 

Membership 
State Organization 

Ownership 
Impediments and Operation Purchases and Issuance of 
to Creation of Facilities Sales of Power Indebtedness . 

California Any 2+ public agencies Notice of agreement Mag exercise any May exercise any General powers, 
(federal or state must be filed w/ power common to power cnmnon to but must invite 

(Gov't Code, agencies and political Cal. Sec'y of State contracting contracting bids before try- 
Art. 1, subdivisions, including w/in 30 days after entities. entities. ing to sell bonds 
Ch. 5) those of adjoining effective date. at private sale. 

states) may contract to Public agencies 
create joint agency to cannot join W/IOU'S. 
administer agreement if 
authorized by respec- 
tive legislative or 
governing bodies. 

Colorado 

(Colo. Rev 
Stat. g 9  
29-1-201- 

Any 2+ Colo. cities and Cities or toms General powers/ 
towns and/or cities and cannot join with excluding 

'd towns of adjoining IOU's other pol. distrlbu~ion/ 
state not more than 15 subdivisions or plus bower to 
miles from cornon coop's, or WI ecquire interest 

29-1-204) border may contract to cities or towns of in or capacity 
form power authority. other states. share of any 

elec. facility. 

General'powers/ General powers. 
excluding 
dlstribution/pLus 
power to sell to 
and cuntract with 
non-member cities 
and towns w/in 
15 miles of Colo. 
border. 

Connecticut Any 2+ aunicipal 
electric utilities may 

(COM. Gen. create municipal 
Stat. 5 9  electric cooperative 
7-233a-- (MEC) by filing 
7-233w) concurrent resolutions 

of governing bodies 
of utilities with 
Sec'y of State. 

NEC' s must have 
been in continuous 
operation for 5+ 
years. Resolutions 
must be adopted 
within single 
calendar. yr. Each 
municipality 
represented must 
consent to creation 
of Cooperative. 
Municipalities 
cannot join with 
IOU's, coop's or 
sume other pol. 
subdivision$. 

General powers/ 
excluding 
distribution/ 
plus power to 
acquire interest 
in or capacity 
share of an 
elec. facility. 

General powers1 General powers/ 
excluding plus power to 
distribution. issue bond 
May enter into anticipation 
or become notes. 
participant in 
New England 
Power Pool. 

Delaware Any 2+ Del. cities or Cities or towns General powers/ General ppwers. General powers/ 
towns may contract to cannot join with plus acquisition plus power to 

(Del. Code, form municipal IOU's, coop's or of fuel deposits issue interim 
I ' l C .  L L .  electric company some other pol. and operation of certificates. 
Ch. 13) (MEc). subdivisions. faciliti$s fp 

extract, sLure 
and transport 
fuel. 



J O I N T  'AGENCY L E G I S L A T I O N  

Security for Impediments to State Eminent Paycent in Taxation of 
Indebtedness Financing . : Regulation Domain Lieu of Taxes Securities 

Standard security Bond issuance ap- .. No state regulation of Power of eminent 
arrangements.. .. proved by ordi- rates or securities domain, but 

nances of governing issuance, but jt. cannot condemn 
. , . . . . bodies of members. agency must conduct property owned, 
. . . Separate authorization public hearing before leased or 

required for each revising rates. controlled by 
issue of securities, public utility. 
except securities for 
transmission facilities. . 
Maximum interest rate 
at 8%; 40-year maximum 
term on obligations, 
maximum discount of 6% 
of par value. 

Standard security. 40-year maximum term 
arrangementslplus on qblj.gations. 
obligations may be 
secured by mortgage . . 
or other security 
interest in 
properties of power 
authority. 

Standard.security 
arrangementslplus 
obligations may 
be secured by 
conveyance or 
mortgage of any 
property of joint 
agency. 

Bond anticipation 
notes must, be retired 
within 5 years from 
date of issuance; 
40-year naximum term 
on .all other obliga- 
tions. . 

N o  rate regulation of 
sales by power author- 
ity to contracting 
municipality for 
resale wlin corp. 
limits, but ma have 
juris. over d e s  by 
such municipality out- 
side corp. limits and 
over sales by author- 
ity of surplus power 
to other utilities. 

Power of eminent 
domain, but 
cannot condemn 
any property 
owned by public 
utility and 
devoted to such 
public use. 

No state regulation Power of eminent 
of.rates or securi- domain, exercised 
ties issuance except by unanimous vote 
to extent MEC's are of board, but 
subject to PUC as of cannot condemn 
date municipal coop any property 
is created. owned by any 

other public or 
private utility. 

Property wlin Indestedness. 
Cal. exempt . interest 
from ad . .  and income 
valorem therefrom 
taxation. exempt from 

taxation. 
. +. . . . except gift, 

inheritance 
and estate 
taxation. 

Colo. A.G. 
has ruled 
that 
authority is 
municipal 
corp. and 
its' property 
is, there- 
fore, tax- 
exempt. 

Indebtedness. 
interest 
and income 
therefrom 
exempt from '. 
taxa t,ion, 
except gitt, 
inheritance 
and estate 
taxation. 

Property, in- Indebtedness. 
come and oper- interest 
ation exempt. and income 
In connection therefrom 
wlacquisition, exempt. 
construction . 
or ownership 
of any facility 
outside member 
boundaries. 
coop's may make 
payments in 
lieu of taxes 
to appropriate 
taxing entity. 

Standard security None. No state regulation Power of eminent Property. Indzbtedness. 
arrangementslplus of rates or securi- domain. income and interest 
obligation may be ties issuance. operations and income 
secured by mort- - exempt. therefrom ' . 
gage or security exempt. 
interest in any 
property, corn- d 

modity, service 
or interest 
therein. 

-..- . - .  .- . 
(Continued) 
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Florida Any 2+ Fla. pol. Members of j t. 
subdivisions may agency must have 

(Fla. Stat. contract to create owned, operated 
5163.01 and separate legal and maintained 
Fla. Stat., entity. electric facilities 
Ch. 361, or systems on . 

' Part 11) June 25. 1975. 
Agreement must be 
approved by Fla. 
Dept. of Legal 
Affairs. Members 
cannot be IOU's. 

Geor 

(Ca . 
Ch. 

'gia 

Codc, 
348-4) ' 

Indiana 

(House . 
Enrolled 
Act. KO. 
1758) 

Xunicipal Electric 
Authority of Ga. 
(MEAG) consists of 
9 members elected hy 
rcprcoentative~ of 
pol. subdivisions 
of Ca. which 
contracted with 
MEAG for purchase 
of elec. power. 

General powers/ 
excluding , . 

' distribution/' 
plus acquisition 
of fuel sources 
and opecation of' 
facilities to 
extract, store . 
and transport , 

fuel. 

No prov. .relating 
to power sales: 
contracts., ' : 

. . 
- 

Members of j.t. General powers; 
agency must have excluding 
owned and uperaterl Jlstributiun/ 
di,stri,hntion plus power to ; 
5yjt=otj oii PIac~lt ayul~'c 1r~Lc~c.L 
18, 1975. Members in or capacity 
cannot be IOU's. share of any 

elec. facility. 

Any 2+ Ind. cities or Jt. agency members 
towns may contract to must have owned and 
form joint agency. operated systems on 

July 1, 1977. 
ClL1t.u ur L u m o  
cannot joint w/ 
fOU's, coop's or 
s o w  other pol. 
subdivisions. 

General powers/ 
excluding . 
distribution. 

General powers/ , 

plus power to 
issue bond 
anticipation 
notes after 
bond issuance 
has been 
authorized. 

General powers/ ' 
plus power. to , 

issue bond ' 

anticipation 
nuces afcer bond 
issuance has 
been authorized. 

May study, plan No prov. 
and finance relating to 

' systems and power purchases 
facilities in and sales. 
Indiana owncd 
in whole or in 
part by its 
u~riubria. buL j L. 
agency not ex- 
pressly authorized 
cu operace or 
lease facilities 
for tho supply of 
power. 

General powers. 



(Cont inuekl) 
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Taxation1 
Security for Impediments to State Eminent Payment in Taxation of 
Indebtedness Financing Regulation Domain Lieu of Taxes Securities . . 

Standard- security 
arrangements. 

. . 

Jt. agency must hold No state regulation Power of eminent Property, Indebtedness. 
election to authorize of rates or securi- domain. income and interest 
issuance of bonds or ties issuance. but operations and income 
notes. Agency may is subject to regula- exempt. therefrom 
litigate validation ' ,  tion of construction are exempt. 
suit to determine or operation of GT 
authority to issue facilities. 

. . obligations. Interest 
rate on obligations 
may not exceed 7% 
per annum, and no 
sale may be made at 
price so low that 
interest payments on . 
money received exceed 
7b% per annum. Bond 
anticipation notes 
must be repaid wlin 
3 yrs. from date of 
bond authorization. - 

Standard security KEAG may not issue No state regulation Power of eminent Property Indebtedness. 
arrangements. - bonds until it has of rates or securi- domain. and income interest and 

power sales contracts ties issuance. exempt . income there- 
with at least 5 pol. . from exempt. 
subdivisions and 
until after judgment 
in a validation suit 
filed by the 
district attorney 
in the Superior 
Court of Fulton 
County; 50-year 
maximum term on 
obligations. 

Standard security None. . Indiana Public No prov. 
arrangements. Service Commission 

' 

must approve 
project, members' 
participation and 
issuance of 
obligations before 
obligations may be 
issued by agency. 

No exemption Indebtedness. 
from interest 
taxation. and income 

therefrom 
exempt from 
taxation. 
except 
gift and 
inheritance 
taxation. 

. -. . . .  . .. . .. .- * .  , .  . . 
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Kansas Any 2+ Kan. cities 
- may contract to 

(1977 Kan. create municipal 
Session energy agency (MEA), 
Laws, which agreement 
Ch. 48) must be authorized 

, by~resolutions of 
governing bodies 
of cities. 

Louisiana Any La., municipality . 
by rc~elutioi~ UP 

(La. Rev'd governing body may 
Stat.. join La. Energy and 
Tit. 33, Power Authority 
Ch. 104) (LEPA) . 

Members must have 
operated systems in 
1976. Agreement and 
amendments must be 
approved by A.G. 
Authorizing resolu- 
tion, which must 
be approved by each 
city, is effective 
60 days after 
publication unless 
protest petition ' 

of lo? of regis- 
tered voters filed 
within 60-day. 
period. If peti- 
tion filed, 
special election 
muor hn c a l l e d  
approvin resolu- 
tion. dties or 
towns cannot join 
with IOU's, eoop's 
or some other pol. 
s~lbdivisions. 

Members must have 
uyerated sysceids 
on July 20, 1979. 
Municipality must 
hold special 
election re 
joining LEPA 
before resolution 
effective. IOU's 
coop's and pol. 
subdivisions 
cannot bc mcmbers. 

General powers/ ' General powers/ 
excluding, excluding , 

distribution/ distribution. 
excluding power 
to COIIStNCt. 
acquire or , 
operate coal 
gasification 
facility or 
pipeline for 
transportation 
of coal slurry 
unless authorized 
by law/plus power 
to acquire interest 
in or capacity 
share of any elec. 
facility. 

General .payers/ 
plus power to . 
issue bo,nd 
anticipation 
notes after, bond . 
issuance has 
been authorized. 

General powers 
with respect to 
facilities 
located wlin 
La. excluding 
power to 
construct 
transmission 
facilities 
unless LEPA 
cannot provide 
therefor by 
contract with 
IOU's with 
existing facili- 
ties under fair 
and reasonable 
terms or unless 
ordered to do so 
by r e g r ~ l a r l r ~ ~  
authority. 

General ,powers/ Power to , . 
excluding power issue only 
to sell or .pro? revenue bonds. 
vide for trans- 
mission of power 
at .retail. . 
Refnre municipal- 
ity can contract 
with LEPA, must 
hold public 
hearing and issue 
public nocice of 
intention to cun- 
tract 4 times 
prior to hearing. 
If' 5% of the 
registered voters 
contest contract, 
special election' 
IRURS bO aallcd to 
approve contract. 



(Corit inued) 

Taxation1 
Security for Impediments to State Eminent Payment in Taxation of 

' Indebtedness Financing Regulation Domain Lieu of Taxes Securities 

Standard security 
arrangementslplus 
obligations may be 
secured .by mortgage 
or pledge.and grant 
of security 
interest in 
properties of jt. 
agency. . 

Maximum interest ' Kan. Corporation 
rate at 9%;.40-year Commission has juris. 
maximum term on over rates and 
obligations; bonds securities issuance. 
not sold at price . Also subject to regu- 
less than par value. lation of construction 

or operation of CT 
facilities. 

Pover of eminent 
domain, subject 
to approval of 
Kan. Corporation 
Commission, but 
cannot' condemn 
facilities of 
other utilities. 

Property 
exempt . but 
must pay to 
each appro- 
priate taxing 
authority the 
amounts which 
would be 
assessable 
were such 
property 
owned by, 
public 1 
utility. 

Indebtedness, 
interest 
and income 
therefrom 
exempt from 
taxation, . 
except 
inheritance 
taxation. 

Standard security No obligations may be 
arrangements. issued until after 

power sales contract 
between municipality 
and .LEPA has 'been 
executed. (See 
Purchases and Sales 
of Pover). Maximum 
interest rate at 
8%. 

No state regulation 
over rates, but La. 
State Bond Commission 
has juris. over 
issuance of indebted- 
ness. Also subject 
to regulation of 
construction or 
operation of CT 
facilities. 

Pover of eminent 
domain, but 
cannot condemn 
properties of 
other utilities. 
state or federal 
departments or 
pol. subdivisions. 

Property 
exempt from 
property 
taxes, but may 
pay to each 
appropriate 
taxing author- 
ity an amount 
in lieu of 
taxes. 

Indebtednesa, 
interest 
and income 
therefrom 
exempt from 
taxation, 
except 
inheritance 
and estate 
taxation. 

(Continued) 
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Membership Impediments and Operation Purchases and Issuance of 

State Organization to Creation , of Facilities Sales of Power Indebtedness 

Massachusetts. Any Mass. city or town 
may become member of 

(Act of 1975, Mass. Municipal Whole- 
Ch. 775) sale Electric Company 

(MMWEC) by vote of 
majority of members of 

: each branch of city ' 
government or of 'voters 
present and voting at . 
town meeting. 

. Michigan .Any 2+ Mich. pol. 
' subdivisions may create 

(Mich. Stat. jt.. agency by adoption 
522,189) of resolutions and , 

articles of incorpora- 
tion by governing , . 
bodies. 

Minnesota 

(Minn.' Stat. 
55453.51-- 
453.62)  

Any 2+ Xinn. cities. 
authorized to engage 

. in. distribution and 
salc of energy may 
fe* auniaipsl yvwec 
agency by execution 
of agency agreement 
authoriecd by reso- 
..l~~tions of governing 
bodies. 

Membership requires 
. vote of all branches 
of city government 
or of electorate. 
IOU's, coop's and 
some pol. subdivi- 
sions cannot be 
members. 

Members must have 
'operated systems on 
Jan. 1, 1977. 
IOU's. coop's and 
some other pol. 

- subdivisions 
cannot be 
members. 

Agreement must be 
filed w/Secly of . 
State who issues 
.cert. of incorp. if 
28reernrnr rnnfnrmn 
to Act. Cities. 
cau~idt' juin W/ 
IOU's, 'coop's or 
other pol. 
subdivisions. 

General powers/ General powers/ ,General powers. 
excluding excluding 
distribution/ distribution. 
plus power to 
acquire interest 
in or capacity 
share of any 
elec. facility. 

General powers/ 
excluding 
dis tribution/ 
plus power to 
acquire interest 
In or capacity 
share of any , 

elec. facility. 

May purchase, : Power to.issue 
sell or exchange only.revenue 
energy for baade. . 
resale only. 
May sell to city. . . 
county, incor- . 
porated village. 
township or 
metropolitan 
district not 
engaged iii 
generation, trans- 
'url~~i~it or di~tri , . 
bution as of 
1/13/77 unless no 
other pol. sub- 
division, coop or 
IOU 1s willi~rg to 
enter into sale or 
exchangc upon 
equally favorable . 
terms. 

General powers/ General powers/ General powers. 
excluding excluding 
distribution/ distribution. 
plus acquisiC1o11 
o f  fue l  deposits 
and operation of 
Cuclllilos Lv I S  , 
.extract, store and . . 
transport fuel/plus 
acquisition of in- 
terest in or capac- 
ity sllnre of any 
elec. facility. 



(Continued) 

Taxation/ 
Security for Impediments to State. Eminent Payment in Taxation cf 
Indebtedness Financing Regulation Domain . Lieu of Taxes Securities 

Standard security 
arrangements. 

None. 

Standard security SO-year max- 
arrangements/ plus imum term on 
obligations may obligations; 
be secured by maximum discount 
L ~ A C ~ ,  apooial of 10% ~f par 
assessments or value. 
charges. 

Standard security None. 
arrangements/plus 
obligations may be 
secured by mortgage 
of or 'pledge of 
security interest 
in property of jt. 
agency. 

No state regulation of 
rates but Mass. Dept. 
of Public Utilities 
has juris. over 
securities issuance. 
Also subject to 
regulation of 
construction or , 

operation of GT 
facilities. 

No state regulation of 
rates, but Mich. 
Municipal Finance 
Commission must 
approve bonds and 
other obligaelons co 
repay advances made or 
to pay for property 
delivered to agency. 
The pledge of special 
assessments lawfully 
imposed by members 
or by state and then 
paid to jt. agency 
pursuant to law or 
contracts may be 
debts of the State ' 
of Michigan or 
members. 

No state regulation 
of rates or securi- 
ties issuance, but 
agency not exempt 
from regulation of 
construction or 

. - operation of GT 
facilities. 

Power of' eminent 
domain, but can- 
not condemn 
properties of 
other utilities 
except for pur- 
pose of acquiring 
property or 
rights to permit 
crossing of 
existing trans- 
mission or 
distribution 
facilities. 

Property, in- '~ndebtedness, 
come, existence interest 
or franchise . and income 
exempt, but therefrom 
must pay to exempt . 
appropriate 
property taxing 
authorities 
amounts which 
would be 
assessab.le if 
property were 
owned by an 
IOU. 

Power of eminent Property, in- Indebtedness, 
domain, but.can- come, existence interest . 
not condemn or franchise and income 
existing private exempt from therefrom 
generation or general or exempt. 
Lransmiooion sperial taxes. 
facilities w/o 
approval of 
lawful private 
owner. 

Property exempt. Jt. agency 
must pay to 
each appro- 
priate taxing 
authority the 
amounts which 

. .  . would be 
assessable 
were property 
owned by 
private 
person. . 

Interest on 
indebtedness 
exempt from 
income taxes. 
but no gen- 
eral exemption 
of obligations 
from property 
taxation. 

(Continued) 
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Mississippi Any 2+ Miss. cities, 
towns or other units 

(Miss. Code of municipal gov't 
of 1972. which own elec. 
Tit. 77. systems or facilities 
Art. 15) . , 

may create jt. agency 
by adoption of 
resolution or 
ordinance by govern- 
ing bodies. 

Municipalities , General powers/ General powers/ 
cannot join with excluding excluding 
IOU's, coop's or distribution/ distribution. 
some other pol. plus power to . 
subdivisions. ,, acquire fuel 

deposits and 
acquire or con- 
struct facilities 
for extraction. 
conversion, 
transp~rtacion 
and storage of 
fuel. Acquisi- 
tion of an, 
interest in 
system or facil- 
ity subject to 
appeal by any 
obiectine persnn 

General powers, , 
but private sale , 
of bonds must be . 
justified to 
Governor. Chrmn. 
of House Ways 
and Means Comm. 
and Senate 
Finance Corn. 

Missouri 

(Jt. 
Municipal 
Utility 

Any 2+ Mo. municipali- Municipalities General powers/ General powers/ General powers/ 
ties may contract to cannot join % plus parer to excluding plus power to 
establish a jt. w/IOU's, coop's acquire fuel authority to sell issue interim 
municipal utility or other pol. deposits and power at retail certificates. 
commission. subdivisions. acquire Qr con- nt'toido boundary 

Connnfsgion struct facilities limits of 
Act) for cxtractiu~~, memaefs. 

conversion. 
transportation 
and storage of 
fuel/excluding 
power to erect. 
own, use or 
maintdln trans- 
mission line w/in 
2 miles of 
existing 1 ine 
which serves same 
area, unless 
authorized by Mo. 
Public Servlce 
Commission. 

New Hampshire h ~ y  2+ N.H. pol. 
~ubUlvi~ionS, pol. 

(1977 I.H. sl~hdivifiono of 
Sauulun adjacent state and 
Laws, quasi-municipal 
'Ch. 238) corporatiuns may create 

separate pol. entity to 
provide servlces and 
facilities which each 
member au~l~urizea to 
provide separately by 
. ~ i g . n l f i  i118 u ~ a ~ m l c c s  
or resolutions. 

Ap,reement must h~ May Cltercisc dl~y NO prOv. 
approved by A.G. power conunon to 
and hy o f f i e c r a  or dl1 cuntracting 
agencies of N.H. entitica. 
who control pro- . 
vision of services 
or facilities 
authori~rd under 
the agreement. 
Pol. subdivisions 
cannot l ~ l n  w l  
N U ' S  or coupls. 

Jt. agency not 
a~~thnrlr,nd to 
issue bonds. 
notes or other 
obligations, 
hut partici- 
pating entitles 
may in manner 
specified in 
agreement. 

p~ pp . -~ -- - - .  , -7,- .. . 

I . .  . ' . 
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Taxation1 
Security for - Impediments to Stafe Eminent Payment in Taxation of 
Indebtedness Financing ~egulation Domain Lieu of Taxes Securities 

Standard 
security 
arrangements'. ' 

Highest permissible 
interest rate on 
obligations is 8% per 
annum; lowest rate may 
not be less than 70% 
of highest race borne 
by other bonds or 
notes of same issue. 
Jt. agency may not 
issue obligations 
unless issuance 
approved by governing 
bodies of members. 

No state regulation 
of rates or securi- 
ties issuance. No 
permit, license or 
cert. of approval 
required from Miss. 
Public Service 
Commission. 

. 
3catdacd security Ubligations must be Rates and securities 
arrangementsfplus sold at'public sale, issuance subject to 
power to mortgage, unless jt. agency regulation by Mo. 
pledge or grant rejects all bids at Public Service 
security interest public se'l$_ Issuance Commission. 
in property of jt. must be approved by 
agency . members'. electorates. 

which elections 
cannot be held until , 

feasibility rept. 
has been prepared 
by independent 
consulting engineers. 

Power of eminent 
domain, but can- 
not condemn 
property owned 
by other utili- 
ties; lines and 
rights-of-way of 
such entities 
may be crossed 
by j.t. agency. 

Property . 
purchase, 
exchange of 
capacity. 
transmission 
of power for 
resale and 
sales of 
power exempt. 

Power of eminent Ail property 
domain, but subject to 
cannot condemn taxation by 
properties of appropriate 
other utilities. taxing 

authorities 
to some 
extent as 
public 
utilities. 

No. prov. Participating entities 
may not issue obliga- 
tions to finance 
current operating and 
maintenance expenses 
of jt. agency. 
Before issuance of 
obligations, governing 
body of town or 
village dist. may.and. 
upon petition of 50 
qualified voters or 
25% of qualified 
voters, shall submit 
project to PUC for 
review. 

No state regulation No prov. 
of rates,. but securi- 
ties issuance may, be 
regulated by PUC. 
(See Impediments to 
Financing.) No prov. 
exempts jt. agency 
from regulation of 
construction or 
operation of GT 
facilities. 

Indeb redness 
and interest 
and income 
therefrom 
exempt from 
taxation. 
except gift. 
estate or 
inheritance 
taxation. 

Indebtedness. 
interest and 
income there- 
from exempt 
from taxation. 
except estate. 
inheritance 
and transfer 
taxation. 

Property not Indebtedness. 
subject to interest and 
ad valorem income there- 
taxation. from exempt 

from taxation. 

(Continued) 
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North Any 2+ N.C. cities or 
Carolina towns which own elec. 

systems or facilities 
(N.C. Gkn. may create jt. agency 
Stat., by resolution or 
Ch". 159B) ordinance of governing 

bodies. 

North 
Dakota 

(1977 N.D. 
Session 
Laws. 

' ' Ch. 384) 

Oklahoma 

(Okla. ; 
Stat. 
 it. 74, 
Ch. 31) 

Oregon 

(Ore. 
Rev'd Stat. 
55262.005-- 
262.105) 

Any 2+ N.U. cleirv 
authorized to engage 
in local distribution 
and sale of energy 
may contract to form 
municipal power agency 
.by rcsolutLon of 
governing body. 

Any 2+ Okla. pol.' 
subdivisions or 
of another state 
may contract to 
create separate 
legal entity by 
ordinance or 
resolution. 

Any '3+ Ore. cities or 
p00~14' F l l f  i.l.it~ 
districts (PUD's) 
may form jt. operating 
agency upon adoption 
of mombor~hip o r d l -  
nance by respective 
legislative b ~ d i c q ?  

Application to 
create jt. agency 
must be filed w/ 
Sec'y of State. 
Municipalities 
cannot join w/ . 
IOU's, coop's or 
other pol. 
subdivisions. 

Agraemcnt muoc bo 
approved by 60% of 
qualified electors 
in regular or 
special elections. 
Agreement must be 
filed wlSec'y and 
cert. of incorp. 
issued. Cities 
cannot join w/IOU1s, 
coop's or other 
pol. subdivisions. 

General powers/ 
excluding . 
distribution/ 
plus power to 
acquire or 
construct 
facilities for 
extraction, 
conversion. 
transportation 
and storage of 
fuel/plus 
acquisition of 
interest in or 
capacity shdre 
of any elec. 
facility. 

General powers/ . 
excluding 
distribution/ 
excluding power 
to purchase or 
sell .at retail/ 
excluding power 
to sell to. 
utilities of 
other states. 
except in 
emergency. 

General powers/ . 
excluding power 
to issue obliga- 
tions to refund 
bonds, notes 
or other obliga- 
tions previously 
issued. d" 

Canera1 pnwersl General, powers, Generat parers. 
excluding 
distribution/ 
plus power to 
acquire or con- 
struct facilities ' 

for extraction. 
cunvrusiun, 
transportation 
and storage of . .  . 
fuel/plus 
acquisition of I . ' , - . I  
interest in . . . . 
capacity share 
of any elec. 
facility. 

Agreement musc be Nay exercise any b y  exerc'ise ,any Jt. agency not 
approved by A.G. power, privilege power, privilege authorized to 
Pol. subdivisions ' or authority or 'authority issue hands, 
cannot join w/ that may be that may be notes or other 
IOU's or coop's. exercised by all exercised by all obligations, 

participating participating but participating 
entities. entities. entities may as 

specified in 
agreement. 

Creation must be 
approved by voters 
of each city of 
district and by 
Director of Ore. 
Dept .  ~f Energy. 
Cities or PUD's 
cannot join w/ 
1OU's or otl~er pol. 
subdivisions. 

May not exercise General powers1 . General powers/ 
general powers plus power to plus ,power to.. 
alone, or as purchase, sell, i ~ e u e  bond " 

managing partici- interchange or anticipation 
pant, excluding wheel power w/ notes. 
power to lease. U.S. or agency 
May not o h  more ehereuf. 
than 50% of plant, 
syureol ur fa8;'ilitp 
(except combustion 
turbines), involve 
itself in any 
facility for 
uranium refining, 
or acquire or 
operate distribu- 
tion facilities. 



(Continued) 

Taxation1 
Security for Impediments to State Eminent Payment in Taxation of 
Indebtedness ' Financing Regulation- Domain Lieu of Taxes Securities 

Standard security 50-~ear maximum . 
arrangements. term on obligations. 

1 

standard security 
arrangements. 
Mortgaging or 

' executing deeds of 
trust of property 
or franchise sub- 
ject to approval 
of not less than 
60% of qualified 
electors of each 
member voting in 
regular or 
special session. 

No prov. 

Unless agency 
agreement provides 
otherwise, obligations 
of jt. agency must be 
approved by 60% of 
qualified electors 
of each member voting 
in regular or 
special election. 

No state regulation 
of rates, but securi- 
ties issuance regu- 
lated by N.C. Local 
Gov't, Commission. Jt. 
agency which intends 
to issue bonds must 
get cert. of public 
convenience from N.C. 
Utilities Corn. No 
prov. exempts jt. 
agency from regula- 
tion of construction 
or operation of GT 
facilities. 

No state regulation 
of rates or securi- 
ties issuance, but 
no prov. exempts 
agency from regula- 
tion of construction 
or operation of GT 
facilities. 

Power of eminent 
domain, but can- 
not condemn 
properties of 
other utilities. 
N.C. Utilities 
Corn. can 
authorize cross- 
ing of lines or 
rights-of-way 
by jt. agency. 

Property exempt, 
but j t. agency 
required to pay 
appropriate' tax- 
ing authorities 
amounts assess- 
able by N.C. ' 

Dept. of Revenue. 
In lieu of fran- 
chise tax, must 
pay 6% of gross 
revenues, less 
amounts paid to 
purchase power 
and amounts sold 
to other taxed 
vendors. 

Power of eminent Property exempt. 
domain, but can- but jt. agency 
not condemn . , required to ,pay 
properties of to each appro- 
other utilities. priate taxing 

authority the 
amount which 
would, be payable 
if property were 
owned by private 
person. 

Indebtedness, 
interest and 
income there- 
from exempt 
from taxa- 
tion, except 
inheritance 
and gift 
taxation. 

Interest on 
obligations 
exempt frolo 
income . 
taxation, but 
no exemption 
of obligations 
from property 
taxation. 

(See Issuance of No state regulation No power of All property No prov. 
Indebtedness.) of rates or securi- eminent domain, owned by 

ties issuance, but no although par- counties or 
prov. exempts agency cicipating municipalities 
from regulation of entities may. exempt from 
construction or ad valorem 
operation of GT taxation. 
facilities. 

standard security None. 
arrangements. 

No state regulation 
of rates or securi- 
ties issuance, but 
no prov. exempts 
.agency from regulation 
of construction or 
operation of GT 
facilities. 

Power of eminent 
domain, but can- 
not condemn 
properties of 
other utilities, 
except to 
obtain rights- 
of -way. 

All property Indebtedness 
assessed and and interest 
taxed in. same and income 
manner as simi- therefrom 
lar property exempt. 
owned by private 
corporations, 
other than 
coop's, which 
taxes are deemed 
operating 
expenses of 
agency. 

(Continued) 



APPENDIX' C 

~wnersliip 
Membership Impediments and Operation Purchases and Issuance of 

State Organization to Creation an-  of Facilities Sales of Power Indebtedness 

South Any 2+ S.C. cities or 
Carolina towns may form jt. 

agency by adoption of 
(1978 S.C. resolutions or 
Session Laws, ordinances. 
Act 473) 

. , . . . . . . , 

Members must have 
owned GTD facilities 
for at least 10 yrs. 
Each member must be 
located w/in area 
generally served by 
S.C. Public Service 
Authority or any 
utility owning and 
operating nuclear 
facilities, but not. 
any combinatioti 
thereof. Munici- 
palities cannot 
join v/IOU's or 
other pol. 
subdivisions. 

South Any 2+ S.D. cities may Agreement must be 
Dakota contract to form filed u/Sec'y of 

- rn~~niripel powar agonoy Etate aitd CELL.  uf 
(1978 S.D. by resolution of incorp. issued. 
3aaalu11 g o v e m m g  b6dies. Cities cannot join 
Laws. w/IOU's, coop's or 
Ch. 66) other pol. 

subdivisions. 

General powers/ 
excluding distri- 
bution, to be 
exercised after 
j t. agency has 
purchased. or 
leased a lo%+ 
interest in an 
existing system 
or facility which 
generally serves 
nrru in which 
jt. agency 
located and 
authorized to do 
business. 

General powers/ General powers. 
excluding distri- ' 
bution, but only 
for resale; and \ 

only after excess 9 

capacity has been 
offered first to 
utility owning 
and operating a 
nuclear facility 
and serving area 
ia vhich j t. 
agency located. 
Capacity available 
for sale to 3rd 
parties is 
capacity in excess 
of such elec. 
utillty and jt. 
agency required 
to maintain 
specified level 
of reserves. 

General powers/ General powers/ General powers. 
excluding excludi~ly 
distribution/ distribution. 
plus power C o  buy 
from or sell to 
any person, 
public agency, 
corporation, or 
partnership 
insidc or outside 
S.D. 

Texas Any 2+ public entities Entities must have General powers/ May purchase from General powers. 
may create municipal been authorized to excluding power any entity 

(Tex. power agency upon engage and be to lease/exclud- authorized to and 
Rev'd Civ. approval of majority engaged in GTD for ing distribution/ engaged in GTO for 
Stat. Art. of qualified electors sale to the public p&q pvwgra eale to pl~hlir and 
1435a, 4n) ur enrities and on 5/8/75. incidental to may sell only to 

;~douelnn nf rnnr~~rrant , nT, l~~clurlluy parclelpaeln& 
ordinances. power to acq~ire entities or private 

fuel deposits entities vhich are 
and acquire or ft. Tx. project 
conotruat facil- omcra. 
ities Put 
extraction, con- 
version, trans- 
portation ant$ 
storage of fuel/ 
plus aoquioition 
of interest in 
or capacity share 
of any elec. 
facility. 

- .. . . -  



. . 
Taxation/ 

Security for Impediments to State Eminent Payment in Taxation of 
Indebtedness Financing ~egulation Domain Lieu of Taxes Securities 

Standard security None. 
arrancements. 

Standard security None. 
arrangements/plus 
power to mortgage. 

. pledge or grant a 
security interest 
in any agency 

'No state regulation 
of rates or securities 
issuance, but acquisi- 
tion of facilities 
must be ,approved by 
S.C. Public Service 
Commission. Commis- 
sion must issue cert. 
of environmental 
cornpatability and 
public convenience 
and necessity before 
jt. agency constructs 
facilities. 

No state regulation 
of rates or securities 
issuance, but no prov. 

, exempts agency from 
regulation of con- 
struction or operaoion 
of GT facillties. 

Power of eminent Project not 
domain, but .exempt from ad 
cannot condemn valorem taxes 
properties of and other taxes 
other utilities. applied to sale 

of energy. If 
jt. agency 
exempt from tax- 
ation, must make 
payments in lieu 
of taxes to any 
appropriate 
taxing authority 
as if system or 
facilities were 
subject to valu- 
ation and 
assessment. 

Indebtedness 
and interest 
and income 
therefrom 
exempt from 
taxation, 
except 
inheritance 
estate and 
gift 
taxation. 

Power of eminent Property exempt, Indebtedness 
domain, but but j t.: agency and interest 
cannot condemn required to pay and income 
properties of to each appro- therefrom ' 

utilities. priate taxing exempt Prom 
. authority the taxation. 

.amount which 
would be payable 
if property were 
owned by a 
private person. 

Standard' . Maximum interest State has reserved Power of eminent Agency'exempt 
security rate of 10%. right to regulate domain, but 'from ad valorem 
arrangements. rates and charges of cannot condemn taxation. 

jt., agency, subject properties of 
to rights of bond utilities. 
holders. A.G. must 
approve securities 
issuance. and comp- 
troller must register 
'securities. No prov. 
exempts agency from 
regulation of con- 
struction or 
operation of GT 

. facilities. 

. , 
No general 
statutory 
exemption of. 
indebtedness 
from property 
taxatfon. 

(Continued) 



APPENDIX G; 

' 0 k e r s h i p  - 
Membership Impediments and Operation Purchases and Issuance of, 

S t a t e  Organizat ion t o c r e a t i o n  ' o f F a c i l i t i e s  Sa les  of  Power Indebtedness 
-- - 

Utah b y  2+ Utah c i t i e s ,  . 
towns, coun t ies  o r  

(Utah'Code agencies may con t rac t  
9511-13-1-- t o  c r e a t e  separa te  
11-13-24) e n t i t y  t o  provide 

municipal s e r v i c e s  and 
f a c i l i t i e s  by resolu-  
t ion  of governing 
bodies. 

Vermont 

(Vt. S t a t .  
T i t .  30, a . 
ch. u i j  

V t .  Publ ic  Power 
Supply Authori ty  
c o n s i s t s  of V t .  
c i t i e s ,  towns and 
v i l l a g e s  with GPB 
f a c i l l c i e s  and 
coop's which by 
1/31/79 e lec tad  t o  
become members of 
V t .  Publ ic  Supply 
System. Inc. . 

Virg in ia  Any,l+ Va. c i t i e s  o r  
towns owning 

(Va. Code, f a c i l i t i e s  f o r  GTD, 
T i t .  15.1, , any incorporated Va.' 
Ch. 37) c i t y  having a  popu- 

l a t io l t  of 200,OOC-1 
on 1 /1 /79  and any 
Va. county o r  incor- 
porated c i t y  o r  
t o m  which a e t e r  
1/1/79 is authorized 
by Va. General 
~ s s e m b i ~  t o  p a r t i c i -  
pate  i n  an e l e c .  
au thor i ty  may c r e a t e  
an e l e c .  a u t h o r i t y  
by concurrent  
ordinances. 

A.G. must approve 
agreement before 
e f f e c t i v e .  For a  . 
30-day period a f t e r  
pub l ica t ion  of 
reso lu t ion ,  any , , 

i n t e r e s t e d  person 
may con tes t  
l e g a l i t y  of resolu-  
t ion .  C i t i e s .  
towns, cuunties  o r  
a g c n c i c ~  cannot 
jo in  w/IQU's o r  
coop's. 

General powers/ 
excluding 
d i s t r i b u t i o n 1  
excluding 
power t o  l e a s e /  
p lus  a c q u i s i t i o n  
of i n t e r e s t  i n  
o r  capac i ty  
share  of any 
e l e c .  f a c i l i t y .  

May s e l l  to  any General powers/ 
pol. subdivis ion excluding power 
of Utah o r  any t o  i s s u e  
o ther  s t a t e  o r  refunding 
agency.of Utah bonds, no tes  
o r  U.'S. provided o r  o ther  
t h a t  a t  l e a s t  ob l iga t ions .  
25% of energy 
output  is ava i l -  
a b l e  f o r  use 
wi th in  Utah. 

Other towns, c i t i e s ,  General powers/ General powers General powers/ 
I O U ' s ,  and coop's excluding with regard t o  plus power t o  
may become members d i s t r i b u c l o ~ ~ /  su rp lus  power/ i s s u e  s tock.  
of jt. agency i n  plus power t o  excl.uding 
accbi'd&lCt w l t n  CJIICPICC ~ t n  a~scr ibuciua .  
r u l e s  of agency. coop's, munici- 

pa l  u t i l i t i e s  
and p r i v a t e  
u t i l i t i e s  who 
a r e  no t  members 
of Authority. 
V t .  c i t y ,  t o m  
o r  v i l l a g e  can- 
not  con t rac t  
with Authori ty  
W / O  a f f i rmat ive  
vo te  of e l e c t o r -  
a t e  a t  annual o r  
s p e c i a l  meeting. 

Va. Scace. Corp. 
Commission must 
i s sue  a r t i c l e s  of 
incorporat ion t o  
v a l i d a t e  c rea t ion .  
C i t i e s ,  t o m s  o r  
counties  cannot 
join with I O U ' s .  
coop's o r  o the r  
pol. subdivis ions.  
No governmental 
u n i t  niay p a r t i c i -  
pate  without 
a f f i rmic ive  vo te  
of e l e c t o r a t e .  

Gallera1 powers/ Gelirral powers/ General powers. 
excluding d i s t r i -  excluding . . 
.bution/ plus  d i s t r i b u t i o n .  
psuer eo eater 
i n t o  j t .  owner- 
sh ip  c o n t r a c t s  
with coop's ,  
o the r  .public 
o r  p r i v a t e  
u c l l i c i e s  , other  
agencies  o r  pol. 
subdivis ions of 
o t h e r  s t a t e s  o r  
of the  U.S. 



CCont inued) 
. 1 -  ,. ,. . . . , . , 

Taxat ion/ 
Secu~ity for Impediments to State Eminent Payment in Taxation of 
Indebtedness Financing 'Regulation Domain Lieu of Taxes ' Securities 

Standard security Before adopting bond 
arrangements. resolution, j t. 

. .. :. . agency must offer 

. ... ' 3 .  
to enter into power 

, . s$leg contract for , , . 
SOX+ 'of ,energy 
output with suppliers 
of energy within 
Utah who were. 
furbishing service 
on 7/1/77.' . 

standard security N&. : 
arrangements/plus 
power to pledge. 
mortgage or grant 
a security 
interest in any 
real or personal 
property of 
Authority. 

Standard security None. , 

arrangements. 

No state regulation 
of rates or securi- 
ties issuance, but 
entity must obtain 
cert. of public 
convenience and 
necessity from Utah 
Public Sercice 
Comission. 

No express 
authorization. 

Property exempt Interest on 
from ad valorem indebtedness 
taxation, but exempt from . 
power sold sub- personal 
ject to sales income 
and use taxes. taxation. 
Must pay to each but no 
appropriate tax- exemption of 
ing authority . obligations 
the amount which from property 
would be payable taxation. 
if property owned 
by private person 
plus annual fee 
on assessed valu- 
ation of X of 
property being 
used to produce 
sales outside 
Utah. 

No state regulation 
of rates or securi- 
ties issuance, but 

' Authority is subject 
to regulation of 
construction or' 
operation of GT 
facilities. 

Power of eminent 
domain, but 
cannot condemn 
properties of 
other utilities. 
except to 
obtain rights- 
of-way. 

Property, No exemption 
activities, of interest 
revenues and from income. 
income exempt transfer. 
from ad valorem inherftance 
taxation,' and estate 
franchise fees taxation. 
and special 
assessments. 
Jt. agency 
required to pay 
to each appro- 
priate taxing 
authority the 
amount which 
would be payable 
if property were 
owned by private 
person. 

.No state regulation 
of rates or securi- 
ties issuance, but 
Va. State Corp. Comm. 
must issue cert. of 
public convenience 
for construction. 
acquisition or 
enlargement of GT 
facilities. 

power of eminent 
domain, but 
cannot condemn 
existing power 
supply facili- 
ties. Unless 
special court 
convened, can- 
not exercise 
power outside 
territorial 
limits of 
members without 
consent of 
governing body. 

Property exempt 
from ad valorem 
taxes, but jt. 
agency required 
to pay to each 
appropriate 
taxing authority 
the amount which 
would be payable 
if property were 
owned by private 
person. Also 
required to pay 
franchise tax. , 

Indebtedness 
and interest 
and income 
therefrom 
exempt from 
taxation, 
except 
transfer, 
inheritance 
and estate 
taxation. 

(Continued) 
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APPENDIX C. 
- 

Ownership 
Membership Impediments and Operation Purchases and Issuance of 

State Organization to Creation of Facilities Sales of Power Indebtedness 

Washington Any 2+ Wash. cities or 
towns or public 

(Wash. Rev'd utility districts 
Code. (PUD's) may form j t. 
Ch. 43.52) operating agency to 

undertake specific 
projects by 
resolution. 

Application must be 
filed with Dir. of 
Ecology of State of 
Wash. Notice of 
creation must be 
published. Public 
utility may object 
to creation within 
10 days and the 
Dir. may hold a 
public hearing. 
Dir.'s order may 
be appealed. 
Cities. t o m s  or 
PUD'S may not join 
with IOU'S,' coop's 
or other pol. 
subdivisions. 

General powers/ 
excluding dis- 
tribution/plus 
power to enter 
jt. ownership 
contracts with 
the U.S. or its 
agencies or any 
city. town or 
PUD/plus power 
to construct 
facilities for 
conversion, 
transportation 
and storage of 
fuel. Jt. 
operating agency 
cannot undertake 
projects id 
addition to 
6h0-e far uhjch 
it was formed 
without approval 
of leg. bodies 
of majority of 
members . 

General powers/ General powers. : 

excluding but must invite 
distribution/ bids before 
but members ' trying to sell 
have preference bonds at 
right to private sale. 
purchase all . 
elec. energy. 

Wisconsin 

(Laws of 
1977. 

Any 2+ W i s .  cities. Municipalities Ginera1 powers/ General powers! General powers/ 
villages or towns cannot join with plus power to Jt. agency cannot plus power to 
may contract to . IOU's, coop's or construct sell at retail issue interim 
establish mutiicipal other pol. facilities For unless authorized certificates. 

Ch. 159) electric company. , subdivisions. conversion, . to do So by 
transportation mcmher. 

. . and storage of 
fuellplus - 
acquisition 
of intcrcst, .in 
or capacity 
share of any 
elec. facility. 

Wyoming 

(wyo. 'stat. 
559-18.13-- , 

9-1 R.2l-I) 

Any 24- Wyn. m11nir.1- Partisi~anfs mvst 
palities may contract have owned GTD 
to create jt. powers facilities prior to 
board by execution 3/1/75. Agreement 
of agreement of must be approved 
governing bodies. by A.G. Munici- 

palities cannot 
join wit11 IOU's, 
coop's or other 
pol. subdivisions. 

General powers/ May buy from and Power to issue 
but only sell to only sa ly  revenue 
facilitjes fur participating. . bondo. 
service to and municipalities 
use by partici- and residents. 
paring munici- 
palities and 
their residcnt 
customers. 



(Continued) 

Taxat ion/. 
Security for Impediments to ' State Eminent Payment in Taxation of 
Indebtedness Financing Regulation Domain Lieu of Taxes Securities . 

Standard security None. No state regulation Power of eminent Entity exempt. Indebtedness. 
arrangements. of rates or securi- domain, but but j t. agency interest and 

ties issuance, but cannot condemn required to pay income there- 
is subject to existing power to each appro- from exempt 
regulation of supply " priate taxing from taxation. 

. ., c6nstructSon or facilities. authority the 
operation of GT amount of 'tax -0:. . 
facilities. . . ' revenues being ' ' .  

received by 
entity at the 
time of 
acquisition or 

, . construction 
of facilities. . . Payments not 

. .  . required for 
nuclear 
facility 
constructed or 
acquired by 
jt. agency 
prior t e  
5/17/71. 

Standard security None. 
arrangementslplus 
power to mortgage 
or grant security . . 
interest in any 
real or personal 
property of the 
company. 

Standard 
security . 
arrangements. 

No state regulation 
of rates or.securi- 
ties issuance, but, 
subject to regulation 
by Wis. Public' 
Service Commission 
of construction or 
operation of GT . 
facilities. - 

Power of eminent 
domain, subject 
to approval of 
Wis. Public 
Service Commis- 
sion, but 
cannot condemn 
existing power 
supply 
facilities. 

Jt. agency and No exemption 
property exempt, of obliga- 
but j t. agency tions or 
must make pay- interest 
ments to state from property 
in amounts which or income 
would be paid if taxation. 
it were a public 
utility under 
state law. 

Net interest rate No state regulation No prov. No exemption Indebtedness. 
on indebtedness of rates or securi- from"ad valorem interest and 
cannot exceed 10% ties issuance, but. taxation. income exempt 
per annum. is subject to from taxation. 

. . , regulation' of , . 
construction or 

. operation of GT 
facilities. 



APPENDIX D 
TMPA 

A JOINT AGENCY CASE HISTORY 

1.0  INTRODUCTION TO TMPA 

1.1 Agency Overview 

The.Texas Municipal Power Agency (TMPA) was c r e a t e d  i n  J u l y  1975 by con- 
c u r r e n t  o rd inances  of  t h e  Texas c i t i e s  o f  Bryan, Denton, Garland and G r e e n v i l l e .  
TMPA i s  a  s e p a r a t e  municipal  c o r p o r a t i o n ,  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  S t a t e .  

TMPA'was c r e a t e d  t o  a c t  on beha l f  of  t h e  f o u r  C i t i e s  f o r  t h e  purpose o f  
o b t a i n i n g  t h e  economic advantages  o f  j o i n t l y  f i n a n c i n g ,  c o n s t r u c t i n g  and o p e r a t i n g  
l a r g e  e l e c t r i c  g e n e r a t i n g  u n i t s  and r e l a t e d  f a c i l i t i e s  t o  supply  t h e  C i t i e s '  f u t u r e  
energy i n t o  t h e  n u c l e a r  and l i g n i t e  f u e l  markets.  They were responding d i r e c t l y  t o  
t h e  r i s i n g  c o s t s  o f  n a t u r a l  g a s  and o i l .  

S ince  1975, t h e  agency h a s  i s s u e d  $600 m i l l i o n  i n  revenue bonds p rov id ing  
p a r t i a l  funding f o r :  

, .  o The c o n s t r u c t i o n  of a  400 megawatt l i g n i t e - f i r e d  
g e n e r a t i n g  p l a n t  (Gibbons Creek, TTni t Nn. 1 ) ; 

o The purchase  of  6.2 p e r c e n t  i n t e r e s t  i n  each of  
two 1150 megawatt nuc lea r - fue led  u n i t s  (Comanche 
Peak, Uni t s  No. 1 and No. 2 ) ;  and 

o  C e r t a i n  r e q u i r e d  t r ansmiss ion  f a c i l i t i e s .  

TMPA i s  t h e  f i r s t  j o i n t  agency formed i n  Texas. I n  f o u r  s e p a r a t e  l e g a l  
a c t i o n s ,  t h e  c o n s t i t u t i o n a l i t y  and v a l i d i t y  o f  t h e  agency, i t s  e n a b l i n g  l e g i s l a t i o n  
and i t s  c o n t r a c t s  wi th  i t s  f o u r  member c i t i e s  have come under a t t a c k .  To d a t e  TMPA 
h a s  been upheld i n  c o u r t ;  however, t h e  l a w s u i t s  have been s i g n i f i c a n t  e v e n t s  i n  TMPA's 
h i s t o r y  and w i l l  be d e s c r i b e d  a t  g r e a t e r  l e n g t h  i n  s e c t i o n s  fo l lowing.  

1.2 Case H i s t o r y  Method 

Th is  c a s e  h i s t o r y  i s  t h e  r e s u l t  l a r g e l y  o f  i n t e r v i e w s .  S e p a r a t e  meetings 
were h e l d  wi th  t h e  fo l lowing  i n d i v i d u a l s :  

o Mr. Larry C. H e a ~ r i ,  P .E . ,  Director of Enginee r ing  
and Opera t ions ,  Texas Municipal  Power Agency; 

o  M r .  Ga i lo rd  M.  White, P . E . ,  D i r e c t o r  of  E l e c t r i c  
U t i l i t i e s ,  C i t y  of  Bryan, Texas; 

o  M r .  R.  E. (Bob) Nelson, P.E. ,  D i r e c t o r  of  
U t i l i t i e s ,  C i t y  of Denton, Texas ( former  D i r e c t o r  
o f  U t i l i t i e s ,  C i t y  o f  G r e e n v i l l e ,  Texas ) ;  

o  M r .  E. B. ( E r n i e )  T u l l o s ,  P.E. ,  A s s i s t a n t  D i r e c t o r  
o f  U t i l i t i e s ,  C i t y  o f  Denton, Texas; 

' o  M r .  B o b c o r d e r ,  P .E. ,  D i r e c t o r o f E l e c t r i c  
U t i l i t i e s ,  C i t y . o f  Garland,  Texas; 

. . 
o M r . ,  J. Louis Odle, P.E., C i t y  Manager, K e r r v i l l e ,  

Texas ( former  C i t y  Manager, Bryan, Texas, 1974-1978). 



A d d i t i o n a l  i n f o r m a t i o n  was o b t a i n e d  th rough  a  sys tem compliance o p t i o n  meet ing  i n  
Denver, Colorado on A p r i l  2 ,  1980, h e l d  b y . t h e  Department o f  Ene rgy ' s  O f f i c e  o f  

! F u e l s  Conversion f o r  t h e  C i t i e s  o f  Denton and Bryan. 
! 

1 2.0 INTRODUCTION TO THE MEMBER CITIES 

2 .1  D e s c r i p t i o n  o f  t h e  Member C i t i e s  . .  . 

The C i t i e s  o f  Bryan, Denton, Gar land and G r e e n v i l l e  are shown i n  F i g u r e  I .  
Relevant  i n f o r m a t i o n  a b o u t  each  o f  t h e  C i t i e s  and t h e i r  municipally-owned e lectr ic  
u t i l i t i e s  i s  summarized, a s  fo l lows .  . . 

. . 

Bryan i s  t h e ' c o u n t y  seat f o r  Brazos  County, and i s  l o c a t e d  abou t  100 m i l e s '  
no r thwes t  m u s t o n . .  The U.S. Bureau o f  t h e  Census e s t i m a t e d  t h e  19.75 p o p u l a t i o n  
t o  be 37,16O,.an i n c r e a s e  o f  10.2 p e r c e n t  from t h e  1970 Census and 34.9 p e r c e n t  
f r o m ' t h e  1960 Census f i g u r e s .  . . .  

' 

The Bryan e l e c t r i c  sys tem h a s  one g e n e r a t i n g  p l a n t  w i t h  s i x  g a s - f i r e d  
' 

s team t u r b i n e  g e n e r a t i n g  u n i t s  and one combustion t u r b i n e  g e n e r a t o r .  A new g a s - f i r e d  
s t e m  t u r b i n e  g e n e r a t i n g , u n i t  h a v i n g , a  c a p a b i l i t y  o f  100 MW was p u t  i n t o  commercial 
o p e r a t i o n  i n  May 1978 and g i v e s  t h e  Cit-y a n  a g g r e g a t e  c a p a b i l i t y  o f  240 MW. 

The C i t y  o f  Bryan, i n  a d d i t i o n  t o  i t s  mun ic ipa l  sys tem,  owns and o p e r a t e s  
a  d i s t i n c t  and s e p a r a t e  r u r a l  t r a n s m i s s i o n  and d i s t r i b u t i o n  sys t em which pu rchases  
e lectr ic  ene rgy  from Bryan ' s  mun ic ipa l  sys tem.  

Denton is  t h e  county  seat f o r  Denton County, and i s  l o c a t e d  38 m i l e s  
no r thwes t  o f  downtown'Dallas .  The U.S. Bureau o f  t h e  Census e s t i m a t e d  t h e  1975 
p o p u l a t i o n  t o  be 43 ,499,  an  i n c r e a s e  o f . 9 . 1  p e r c e n t  from t h e  1970 'Census and 62.0 
p e r c e n t  from t h e  1960 Census f i g u r e s .  

The Denton e l e c t r i c  sys tem h a s  f i v e  d i e s e l  g e n e r a t i n g  u n i t s  and f i v e  
g a s - f i r e d  s team t u r b i n e  u n i t s  w i t h  an  a g g r e g a t e  c a p a b i l i t y  o f  168 MW. 

, .. . %  . 

Garland i s  l o c a t e d  approx ima te ly  14 m i l e s  n o r t h e a s t  o f  downtown D a l l a s .  
 ha U . S .  Bureau o f  the 'Census e,st imated t h e  1.975 p o p ~ ~ l a t i o n '  t o  be 111,322.  an 
i n c r e a s e  o f  36.7 ' pe rcen t  from t h e  1970 Census and 189.1' p e r c e n t  from t h e  1960 
Census f i g u r e s  . 

The Gar land e l e c t r i c  sys tem h a s  two g a s - f i r e d  s team g e n e r a t i n g  p l a n t s  and 
one d i e s e l  g e n e r a t i n g  p l a n t  h a v i n g  a n  a g g r e g a t e  c a p a b i l i t y  o f  424 MW. 

I 
Texas Power & L i g h t  Company h a s  o p e r a t e d  i n  Gar land s i n c e  1915, and 

c u r r e n t l y  s e r v e s  a b o u t  15  . p e r c e n t  o f  t h e  e lectr ic  cus tomers  i n  t h e  C i t y .  
% 

G r e e n v i l l e  is  t h e  coun ty  s e a t  f o r  Hunt County, and i s  l o c a t e d  45' m i l e s  
. *  n o r t h e a s t  o f  t h e  C i t y  qf  D a l l a s .  The U.S. Bureau o f  t h e  Census e s t i m a t e d  t h e  

1975 p o p u l a t i o n  t o  be 20,907, a  d e c r e a s e  o f  5 . 4  p e r c e n t  from t h e  1970 Census,  
b u t  an i n c r e a s e  o f  9.5 p e r c e n t  from t h e  1960 f i g u r e s .  

The G r e e n v i l l e  e lectr ic  sys t em h a s  t h r e e  g a s - f i r e d  s team t u r b i n e  
g e n e r a t i n g  u n i t s  and e i g h t  gas - fue l ed  d i e s e l  e l e c t r i c  g e n e r a t o r  f o r  u s e  d u r i n g  
p e r i o d s  o f  peak demand. The a g g r e g a t e  c a p a b i l i t y  o f  t h e  G r e e n v i l l e  sys t em i s  
100 MW. . _ t  

I . . 
2.2 The Member C i t i e s  a s  a  s i n g l e  s y s t e m  

I .  

The a g g r e g a t e  g e n e r a t i n g  c a p a c i t y  d£! t h e  mun ic ipa l  ,ele,&tr,ic.  sys t ems  o f  
t h e  C i t i e s  i s  332 MW. I n  f i s c a l  1978 t h e  C i t i e s  p rov ided  e l e c t r i c  s e r v i c e  t o  
approx ima te ly  75,300 cus,tomers. Revqnues d e r i v e d  from , s a l e s  o f  e l e c t r i c i t y  i n  
f i s c a l  1978 were appro,xi-mately $9.3 m i l l i o n '  and "systeni, e n e r g y  requirements were . .  , . . i n  e x c e s s  o f  2.3 E i i l i o n  kwh ('see Tab'le I') . 
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CITY OF BRYAN 

Average number of customers 
Residential 9849 11266 11817 13109 14073 
.Industrial & Commercial 1651 1715 1782 1864 1948 
Other 
Total customers 

~ilowatt'hour sales 
Residential 99575 101940 112975 125447 151074 
Commercial & Industrial 126922 123461 136855 133372 146435 
Other 
Total sales 

Average cost (mills/kWh) 15.8 20.0 26.8 35.9 39.9 

CTTY nF DFNT~N 

Average number of customers 
Residential 10850 11000 11587 12445 
Commerical & Industrial 1820 2038 2254 2410 
Other 
Total customers 

Kilowatt-hour sales 
Residential 10.6231 105203 112702 133951 
Commercial & Industrial 251315 276168 288156 295017 
Other 
Total sales 

Average cost (mills/kWh) 17.7 22.8 29.8 37.3 

CITY OF GARLAND 

Average number of customers 
Residential 25096 26474 27333 29770 31970 
Commerical & Industrial 2072 2061 2077 2257 2378 
Other 2 2 2 -  2 -  2 
Total 27 17 0 28537 29412 32029 34350 

Kilowatt-hour sales 
' Residential 399602 456158 - 422060 508007 575186 
Commercial & Industrial 417604 466969 507052 5,55073 571416 
Other 21059 25670 50677 63271 65644 
Total sales 838265 948797 979789 1126351 in2256 

Average cost(Niills/kWh 17.5 22.7 26.8 30.3 32.0 

CITY OF GREENVILLE 

Average number of customers 
~esidential 8015 7636 7666 7651 , 7861 
Commercial & Industrial 1035 960 1039 1037 1049 
Other 
Total 

Kilowatts-'hour sales 
Residential 64019 64150 6i341 73905 78777 
Commerical & Industrial 98567 103700 110316 127174 131334 
Other 
Total sales 

Average cost(Mills/kWh) 20.8 26.7 32.2 38.2 42.3 



The pe rcen tage  t h a t  each C i t y ' s  system load b e a r s  t o  t h e  aggregate  
sys tem l o a d  of t h e  f o u r  C i t i e s  ( a s  p r o j e c t e d  through f i s c a l  1982) i s ,  a s  f a l lows :  

C i t y  o f  Bryan 18 Percen t  
' C i t y  o f  Denton 2 1 

Ci ty  o f  Garland 5 2 
C i t y  of G r e e n v i l l e  - 9 

T o t a l  100 Percen t  - 
Most o f  t h e  g e n e r a t i n g  i a c i l i t i e s  of  t h e  C i t i e s  use n a t u r a l  gas  a s  t h e  

primary f u e l .  The C i t i e s '  s u p p l i e r  of  n a t u r a l  gas  i s  Lone S t a r  Gas Company 
("Lone S t a r " ) .  On November 7,  1977, t h e  C i t i e s  e n t e r e d  i n t o  take-or-pay gas  
purchase  agreements,  r e p l a c i n g  p r i o r  agreements,  w i t h  Lone S t a r  which e x p i r e  on 
December 31, 1984, and a gas  t r a n s f e r  agreement between themselves and Lone S t a r  
which pe rmi t s  t h e  C i t i e s  t o  t r a n s f e r  g a s  purchased f rom' lone  S t a r  among themselves.  

Although t h e  C i t i e s  have i n d i v i d u a l  c o n t r a c t s ,  they  n e g o t i a t e d  
c o l l e c t i v e l y  i n  o r d e r  t o  s e c u r e  t h e  gas  t r a n s f e r  agreement e s s e n t i a l  t o  t h e i r  
econimic d i s p a t c h  conse rva t ion  proqram. . Under the  sas transfer aureement. any 
c i t y  may t a k e  d e l i v e r y  o f  i ts  qas  a t  any generating u n i t  c o n t r o l l e d  by .a member 
Ci ty .  T h i s  means t h e  most e f f i c i e n t  u n i t  a v a i l a b l e  w i l l  always be d i spa tched  f i r s t .  

Lone S t a r ,  i n i t i a l l y  r e l u c t a n t  t o  ag ree  t o  j a s  t r a n s f e r ,  h a s  been 
p l e a s e d  t o ' f i n d  t h e  program o f  b e n e f i t  t o  i t s  own o p e r a t i o n ,  p e r m i t t i n g  t h e  gas  
company t o  t r a n s f e r  d e l i v e r y  p o i n t s  a t  c r i t i c a l  t imes .  Gas t r a n s f e r  agreements 
w i l l  p robably  be cons ide red  a t t r a c t i v e  by a l l  p a r t i e s  t o  f u t u r e  Lone Star/Member 
C i t y  c o n t r a c t s .  

Under t h e  Lone S t a r  agreements,  d e l i v e r i e s  a r e  s u b j e c t  t o  c u r t a i l m e n t .  
The agreements r e q u i r e  t h e  C i t i e s ,  27 months i n  advance, t o  make p re l iminary  
e s t i m a t e s  o f  t h e i r  n a t u r a l  g a s  f u e l  requirements  f o r  each y e a r .  One y e a r  l a t e r ,  
t h e  C i t i e s  make f i n a l  r e v i s i o n s  of  such requirements .  The agreements c o n t a i n  
maximum and minimum l i m i t s  w i t h i n  which p re l iminary  e s t i m a t e s  and f i n a l  
d e t e r m i n a t i o n s  must be made. These l i m i t s  may make it d i f f i c u l t  f o r  t h e  C i t i e s  
t o  t a k e  a l l  t h e  g a s  needed from Lone S t a r  t o  avoid  a take-or-pay p e n a l t y  when 
Gibbons Creek and Comanche Peak commence commercial o p e r a t i o n .  Conversely,  
a d d i t i o n a l  n a t u r a l  gas  s u p p l i e s  may be needed by t h e  C i t i e s  i f  those  p r o j e c t s  
should  be delayed.  

V i r t u a l l y  a l l  g e n e r a t i n g  u n i t s  operated by t h e  f o u r  C i t i e s  a r e  capab le  
o f  burn ing  e i t h e r  No. 6 o r  No. 4 f u e l  o i l ,  a t  l e a s t  on a s tandby b a s i s .  Each 
C i t y  has  l i m i t e d  f u e l  o i l  s t o r a g e  f a c i l i t i e s .  The aggrega te  s t o r a g e  c a p a c i t y  
a v a i l a b l e  t o  t h e  C i t i e s  i s  approximately 430,000 b a r r e l s .  The aggregate  
g e n e r a t i n g  c a p a b i l i t y  of  u n i t s  us ing  f u e l  o i l  on a cont inuous  b a s i s  i s  324 M W . .  

Although d u a l  f i r i n g  c a p a b i l i t i e s  have given t h e  C i t i e s  added f l e x i b i l i t y  
i n  t h e  p e t r o - f u e l s  market ,  and shor t - t e rm a l t e r n a t i v e s  f o r  FUA compliance, both  
f u e l s  a r e  s u b j e c t  t o  s u b s t a n t i a l  p r i c e  i n c r e a s e s .  T h e i r  long-term economic 
v i a b i l i t y  i s  s o  s u b s t a n t i a l l y  i n  doubt t h a t  it provided t h e  major s t i m u l u s  f o r  
t h e  format ion o f  TMPA t o  develop genera t ion  c a p a b i l i t i e s  us ing  a l t e r n a t i v e  f u e l s .  
The f o u r  C i t i e s  have e n t i r e l y  suspended t h e i r  expansion o f .  o i l  and n a t u r a l  gas  
c a p a c i t y  and have e n t r u s t e d  a l l  of  t h e i r  f u t u r e  c a p a c i t y  growth t o  TMPA. 

The C i t i e s '  aggrega te  energy requirements  and t h e  a v a i l a b l e  energy 
r e s o u r c e s  through t h e  y e a r  1988 a s  p r o j e c t e d  by t h e  C i t i e s  a r e  summarized i n  
Table  11. I n  1981 and t h e r e a f t e r ,  t h e  agency ' s  a n d . t h e  City-owned u n i t s  would 
normally be opera ted  o n l y  a f t e r  Comanche Peak and Gibbons Creek a r e  loaded,  o r  i f  
one o f  t h e s e  u n i t s  is  tempora r i ly  i n o p e r a t i v e  o r  i f  s a l e s  o f  r e s e r v e  c a p a c i t y  
and/or energy a r e  made t o  o t h e r s .  A s  an example, i n  1984, t h e  f o r e c a s e  c o s t  of  
f u e l  p e r  m i l l i o n  Btu i s  $3.70 f o r  n a t u r a l  gas ;  $1.21 f o r  l i g n i t e ;  and $0.61 f o r  
n u c l e a r . '  Accordingly,  i n  t h e  "Load Rsource Balance",+column of  t h e  preceding 
t a b l e ,  t h e  c a p a c i t y  i n d i c a t e d  t o  be i n  excess  of  requirements  is  expected t o  be 
e s s e n t i a l l y  i n  t h e  e x i s t i n g  City-owned g e n e r a t i n g  u n i t s ,  al-though t h e  energy 
demands o f  t h e  C i t i e s '  systems r e q u i r e  a load  r e d u c t i o n  a t . G i b b o n s  Creek d u r i n g  
some minimum load cond i t ions .  This  i s  on ly  t r u e  f o r  t h e  f i r s t  few y e a r s  of  
o p e r a t i o n .  



TABLE 11. FORECAST PEAK LOADS AND RESOURCES (MW) 

LOAD. 

REQUIREMENTS RESOURCES RESOURCE 
BALANCE 

TMPA 

C I T I E S '  PEAK TRANSMISSION 1 5 %  TOTAL C I T I E S  ' GIBBONS COMANCHE TOTAL 
YEAR REQUIREMENTS ' LOSSES RESERVES REQUIREMENTS RESOURCES CREEK PEAK RESOURCES 



The f i g u r e s  i n  Table I1 r e f l e c t  t h e  f o u r  C i t i e s '  p r o j e c t i o n s  of  
January 1979 and a r e  based on an annual average growth r a t e  o f  combined peak l o a d s  
o f  5.77 p e r c e n t .  

3.0 TMPA ENABLING LEGISLATION 

3.1 L e g i s l a t i v e  His to ry  

TMPA h a s  a  s h o r t  l e g i s l a t i v e  h i s t o r y .  The Texas Municipal Power.Act 
(Chapter  166, Acts of  t h e  63rd L e g i s l a t u r e  of  Texas, Regular Sess ion  1973, a s  
amended by Chapter 143,  Acts of t h e  64th  L e g i s l a t u r e ,  Regular Sess ion  1975 and 
c o d i f i e d  i n  Vernon's  Revised C i v i l  S t a t u t e s  a s  A r t i c l e  1435a, 4a) was passed i n  
1975, wi thou t  deba te ,  by unanimous vo te  o f  both  houses o f  t h e  Texas L e g i s l a t u r e .  

Sena to r s  Tom Creighton (D-Mineral Wells)  and B i l l  Moore (D-Bryan), 
p r i n c i p a l  sponsors  of  t h e  b i l l ,  p resen ted  it a s  a  measure e n a b l i n g  t h e  f o u r  C i t i e s  
t o  s t a y  i n  t h e  p u b l i c  power bus iness  by buying i n t o  Texas U t i l i t i e s '  Commanche 
Peak n u c l e a r  p l a n t .  Nothing was s a l d  about  t h e  l i g n i t e  l e a s i n g  and e x p l o r a t i o n  
program being c a r r i e d  o u t  by t h e  C i t i e s  w i t h  Brazos E l e c t r i c  Power~Coopera t ive ,  o r  
Chcir  plnno f o r  a p a i r  of  400-mcqnwntt l i q n i t e  p l a n t s  a t  Glbbons Creek i n  Grimes 
County, Texas. The Act was d r a f t e d  w i t h  a s s i s t a n c e  from Denton, Garland,  G r e e n v i l l e  
-and Bryan o f f i c i a l s ,  t o g e t h e r  wi th  a t t o r n e y s  f o r  Brazos E l e c t r i c  Power Coop i n  
Waco and an in fo rmal  committee o f  e n g i n e e r s ,  bond lawyers  and p r i v a t e  f i n a n c i a l ,  
f i r m s  ( F i r s t  Southwest Company o f  Da l l as  and Duhn Loeb & Company o f  New York). 

S e v e r a l  in te rv iewees  expressed t h e  opinion t h a t  backing f o r  t h e  b i l l  
from t h e  investor-owned u t i l i t i e s  ( I O U ' s )  i s  a t  l e a s t  p a r t i a l l y  exp la ined  by t h e i r  
d e s i r e  t o  s a t i s f y  NRC a n t i - t r u s t  review o f  t h e  Comanche Peak n u c l e a r  power 
s t a t i o n .  A j o i n t  agency could  p rov ide  t h e  funding r e q u i r e d  f o r  smal l  
municipally-owned u t i l i t i e s  t o  p a r t i c i p a t e  i n  such a  p r o j e c t ,  and t h e  NRC a n t i t r u s t  
review was thought  t o  r e q u i r e  such smal l  u t i l i t y  p a r t i c i p a t i o n .  

P r i o r  t o  s u b m i s s i o n . t o  t h e  Texas l e g ~ s l a t u r e ,  a  d r a f t  o f  t h e  
l e g i s l a t i o n  was submit ted  t o  l o b b y i s t s  f o r  Texas I O U ' s  f o r  t h e i r  review. Some 
changes i n  t h e  l e g i s l a t i o n  were made a s  a  r e s u l t .  For example, p a r t i c i p a t i o n  by 
m u n i c i p a l i t i e s  was l i m i t e d  t o  t h o s e  which were "engaged i n  t h e  g e n e r a t i o n  of  
e l e c t r i c  energy f o r  s a l e  t o  t h e  p u b l i c  upon t h e  e f f e c t i v e  d a t e  of  t h i s  Act,"  
May 8 ,  1975. The change meant t h a t  no municipal  u t i l i t i e s  n o t  a l r e a d y  g e n e r a t i n g  
t h e i r  own power could  use  t h e  l e g i s l a t i o n  a s  a  means o f  e n t e r i n g  i n t o  
compet i t ion  w i t h  I O U ' s .  Another change l i m i t e d  t h e  market t o  which  a j o i n t  agency 
would be a b l e  t o  s e l l  t h e  power it generated.  Such an aqency " s h a l l  n o t  be 
a u t h o r i z e d  t o  engage i n  any u t i l i t y  b u s i n e s s  o t h e r  than  g e n e r a t i o n ,  t r ansmiss ion  
and s a l e  o r  exchange of e l e c t r i c  energy t o  t h e  p a r t i c i p a t i n g  p u b l i c  e n t i t i e s  and 
t o  p r i v a t e  e n t i t i e s  who a r e  j o i n t  owners wi th  t h e  'a'geil'dy '0.f 'ail' e'l'e'c't'ric g e n e r a t i n g  
f a c i l i t y  w i t h i n  t h e  s t a t e "  (emphasis added) . 

During t h e  s h o r t  l e g i s l a t i v e  p rooess ,  a  r i d e r  b a s  addcd t o  t h c  b i l l  
which may a l s o  have been i n s p i r e d  by I O U  l o b b y i s t s :  Sena to r  Creighton in t roduced 
two minor changes, r e q u i r i n g  v o t e r  approval  f o r  d e c i s i o n s  by p u b l i c  bod ies  t o  
c r e a t e  j o i n t  agenc ies  a f t e r  January 1, 1977, o r  t o  jo in  an e x i s t i n g  agency a f t e r  
A p r i l  1, .1976. These s t i p u l a t i o n s  could  have t h e  e f f e c t  of  p r o t e c t i n g  I O U ' s  
a g a i n s t  a  p r o l i f e r a t i o n  of j o i n t  agency compet i to r s .  The January 1, 1977, 
d e a d l i n e  provided t ime f o r  t h e  f o u r  C i t i e s  t o  c r e a t e  TMPA through concur ren t  
o rd inances  wi thou t  ho ld ing  g e n e r a l  e l e c t i o n s .  

What emerged was r e l a t i v e l y  s t r o n g  j o i n t  agency e n a b l i n g  l e g i s l a t i o n  
a c c e p t a b l e  t o  t h e  I O U ' s  and i n  no way l i m i t i n g  t h e  o p t i o n s  of  t h e  f o u r  C i t i e s  ' 

who were hopjng t o  c r e a t e  t h e  f i r s t  j o i n t  agency i n  Texas. 



3.2 S t a t u t o r y  Organizat ion and Powers 
. .. 

The f o u r  C i t i e s  a c t e d  promptly on J u l y  18,  1975, by pass ing  concur r ing  
o rd inances  which c r e a t e d  TMPA. The agency i s  a  municipal  c o r p o r a t i o n ,  a  p o l i t i c a l  
subd iv i s ion  of t h e  S t a t e  o f  Texas and a  body p o l i t i c  and c o r p o r a t e ,  governed by a  
Board of  D i r e c t o r s  c o n s i s t i n g  of  e i g h t  members who se rve  wi thou t  compensation. The 
governing body.of  each o f  t h e  f o u r  C i t i e s  a p p o i n t s  two members. to t h e  Board. Terms 
o f  members a r e  two y e a r s ,  wi th  t h e  term of  one r e p r e s e n t a t i v e  from each C i t y  e x p i r i n g  
annua l ly ,  r e s u l t i n g  i n  s t aggered  terms.  An a f f i r m a t i v e  vo te  of  f i v e  D i r e c t o r s ,  p l u s  
a  we-ighted m a j o r i t y  vo te  based on t h e  r e s p e c t i v e  energy usage of  t h e  C i t i e s ,  i s  
r e q u i r e d  f o r  c e r t a i n  major d e c i s i o n s  under t h e  p r o v i s i o n s  of  t h e  Agency's Rules and 
Regula t ions .  The f a c t  o f  c r e a t i o n  under t h e  concur r ing  ordinances  gave TMPA c e r t a i n  
s t a t u t o r y  powers b r i e f l y  desc r ibed .  

3.2.1 Own and Operate F a c i l i t i e s  

A municipal  power agency, such a s  TMPA, may p l a n ,  a c q u i r e ,  c o n s t r u c t ,  own, 
o p e r a t e  and mainta in  any f a c i l i t i e s  necessa ry  o r  i n c i d e n t a l  t o  t h e  genera t ion  and 

" ' t ransmiss ion of  e l e c t r i c ' p o w e r .  A munic ipal  power agency may j o i n t l y  own and 
o p e r a t e  such f a c i l i t i e s  wi th  any o t h e r  p u b l i c  o r  p r i v a t e  e n t i t y  engaged i n  t h e  
genera t ion ,  t r ansmiss ion  o r  d i s t r i b u t i o n  o f  e l e c t r i c  energy f o r  s a l e  t o  t h e  p u b l i c .  
A munic ipal  power agency i s  n o t  au thor ized  t o  engage i n  t h e  d i s t r i b u t i o n  o f  e l e c t r i c  
power d i r e c t l y  t o  the.  p u b l i c .  

3.2.2 Purchase,  S e l l ,  Exchange and Pool Power 

A munic ipal  power agency may purchase e l e c t r i c  energy from any e n t i t y  
a u t h o r i z e d  t o  and engaged i n  t h e  g e n e r a t i o n ,  t r ansmiss ion  o r  d i s t r i b u t i o n  of  
e l e c t r i c  energy f o r  s a l e  t o  t h e  p u b l i c .  A munic ipal  power agency i s  a u t h o r i z e d  t o  
s e l l  o r  exchange e l e c t r i c  energy t o  p a r t i c i p a t i n g  p u b l i c  e n t i t i e s  and t o  any 
p r i v a t e  e n t i t i e s  w h i c h . a r e  j o i n t  owners wi th  t h e  municipal  power agency of  an 
e l e c t i c  g e n e r a t i n g  f a c i l i t y  l o c a t e d  w i t h i n  t h e  S t a t e  of  Texas. A munic ipal  power 
agency may p a r t i c i p a t e  through a p p r o p r i a t e  c o n t r a c t s  i n  power poo l ing  and power 
exchange arrangements wi th  p u b l i c  and p r i v a t e  e n t i t i e s  e i t h e r  through d i r e c t  o r  
i n d i r e c t  cyctcm in tc roonnec t ions .  

,3.2.3 Power .of  Eminent ~ o m a i n  

A.municipa1 power agency may a c q u i r e  l a n d s ,  easements and p r o p e r t i e s  
necessa ry  f o r  i t s  purposes  by t h e  e x e r c i s e  of  t h e  power of  eminent-domain.  A 
munic ipal  power agency, however, h a s  no power t o  t a k e  by eminent domain any e l e c t r i c  
f a c i l i t i e s  o r  i n t e r e s t  t h e r e i n  belonging t o  any o t h e r  e n t i t y ,  nor  may t h e  power 
o f  .e,minent domain be e x e r c i s e d  t o  secure  f u e l  s t o c k s  through condemnation o f  - .minera l  r i g h t s .  

3.2.4 , Power t o  I s s u e  Bonds 

A municipal  power agency has  t h e  power t o  i s s u e  bonds f o r  indeb tedness  
and t o  pledge t h e  agency ' s  "Net Revenues" t o  t h e  payment t h e r e o f .  

3.2.5 . Other Borrowing .Powers 

A municipal  power agency i s  au thor ized  t o  i s s u e  bond a n t i c i p a t i o n  n o t e s  
f o r  t h e  purposes  f o r  which t h e  bonds may be i s sued .  The Act a l s o  pe rmi t s  t h e  
i s suance  of  non-negotiable purchase money n o t e s  payable i n  i n s t a l l m e n t s  ( secured  
by t h e  p r o p e r t i e s  be ing  acqu i red)  i n  o r d e r  t o  a c q u i r e  l a n d  o r  f u e l  r e sources .  . 
3 .2 .6  Kate Making Power 

' A  munic ipal  power agency s e t s  i t s  own r a t e s  and charges .  The S t a t e  has  
r e t a i n e d  a u t h o r i t y  t o  r e g u l a t e  and c o n t r o l  r a t e s  b u t ,  a s  a  p r a c t i c a l  m a t t e r ,  t h e  
S t a t e  has  n o t  e x e r c i s e d  r e s e r v e  a u t h o r i t y  through t h e  S t a t e  P u b l i c  U t i l i t i e s  
Commission o r  o t h e r  agency. 



,Freedom from S t a t e  Taxes 

Texas law prov ides  t h a t  an e n t i t y  of  t h e  c h a r a c t e r  of a  municipal  power 
agency i s . exempt  from ad volorem t a x e s  and . a l l  o t h e r  t a x e s ,  i n c l u d i n g ,  b u t  n o t  
l i m i t e d  t o ,  e x c i s e ,  s a l e s ,  and use t a x e s ,  imposed by t h e  S t a t e  o f  Texas on p r i v a t e  
u t i l i t i e s .  The Act does n o t  provide  f o r  a  municipal  power agency t o  make payments 
i n  l i e u  of  tax$s .  

3.2.8 Power t o  Cont rac t  wi th  Members 

A municipal  power agency may e n t e r  i n t o  c o n t r a c t s  wi th  i t s  C i t i e s  wi th  
r e s p e c t  t o  t h e  s a l e  and purchase of  e l e c t r i c a l  energy.  S u b s t a n t i a l  powers may be 
d e r i v e d  from t h e  C i t i e s  through the  c o n t r a c t u a l  process .  TMPA's powers a s  a  
r e s u l t  of  i t s  s o n t r a c t s  w i t h  t h e  member c i t i e s  a r e  d i scussed  i n  t h e  fo l lowing  
s u b s e c t i o n .  

3.3. TMPA Cont rac tua l  Powers 

TMPA h a s ' e n t e r e d  i n t o  an identical Power Sales Cont.ract (the "Cont.ract.I1) . 
w i t h  each o f  i t s  member c i t i e s .  'The Cont rac t  w i l l  remain i n  e f f e c t  f o r  a  p e r i o d  
o f  t h s r t y - f i v e  y e a r s  from'september 1, 1976, t h e  e f f e c t i v e  d a t e ,  o r  u n t i l  a l l  
bonds a r e  pa id ,  whi ichever  o c c u r s  l a t e r .  

~ .; 

,rhe Contracr  o b l i g a t e s  1'MPA rb use YeaSbnaBle d i l i g e n c e  t o  p rov ide  a  
c o n s t a n t  and u n i n t e r r u p t e d  supply  of power and, energy t o  t h e  C i t i e s  and,  s u b j e c t  
t o  t h e  e x c e p t i o n s  s e t  f o r t h  i n  t h e  Cont rac t ,  o b l i g a t e s  t h e  C i t i e s  t o  purchase from 
t h e  Agency, i f  a v a i l a b l e ,  a l l  o f  t h e  C i t i e s '  power and energy requirements  i n  e x c e s s  
o f  t h e  amounts genera ted '  by t h e  C i t i e s '  e x i s t i n g  municipal  systems. A l l  amounts 
payable  by t h e  C i t i e s  under t h e  Cont rac t  a r e  payable s o l e l y  from t h e  revenues of  
t h e i r  r e s p e c t i v e  e l e c t r i c  systems and c o n s t i t u t e  o p e r a t i n g  expenses t h e r e o f ,  -and 
a r e  n o t  payable  from t a x e s  o r  any o t h e r  revenues of  t h e  C i t i e s .  

Under t h e  Cont rac t ,  t h e  C i t i e s  must approve any " P r o j e c t "  b e f o r e  TMPA i s ,  ' ' 

a u t h o r i z e d  t o  proceed w i t h  t h e  f inanc ing ,  c o n s t r u c t i o n ,  equipment procurement o r  
development o f  t h e  f a c i l i t y .  A f t e r  approval  by t h e  C i t i e s ,  TMPA may proceed w i t h  
t h e  g e n e r a l  management o f  t h e  P r o j e c t  a s  i t  deems a p p r o p r i a t e .  A d d i t i o n a l l y ,  TMPA 
may make "System Development and R e l i a b i l i t y  Expendi tures"  a s  "Approved P r o j e c t s "  
f o r  f a c i l i t i e s  and purposes  when au thor ized  by t h e  C i t i e s .  

+ ,  w i t h  c e r t a i n  l i m i t e d  excep t ions ,  t h e  Cont rac t  r e q u i r e s  each C i t y  t o  
purchase  from TMPA a l l  o f  t h e  power and energy r e q u i r e d  f o r  t h e  o p e r a t i o n  o f  i t s  
e l e c t r i c , s y s t e m  i n  e x c e s s  of  the '  amount (i) s u p p l i e d  by any genera t ion  and 
t ransmiss i 'on  f a c i l i t i e s  owned by it on October 7,  1976, and (ii) s u p p l i e d  from any 
genera- t lng f a c i l i t y  c o n s t r u c t e d  and owned by one o r  more of t h e  C i t i e s  and p r i m a r i l y '  
f u e l e d  from and t h e  c o n s t r u c t i o n  and o p e r a t i o n  of  which i s  i n c i d e n t a l  t o  t h e  
d i s p o s a l  of s o l i d  waste .  The C i t i e s  a r e  a l s o . f r e e  t o  purchase o r  exchange power 
and.,energy- wi th  o t h e r s  than  t h e  Agency ( A )  on an emergency, maintenance o r  
s tandby b a s i s ,  ( B )  on t h e  b a s i s  of economic d i s p a t c h  between t h e  C i t i e s  and Brazos 
E l e c t r i c  Power Cooperative (BEPCO) ' o r  any one o r  more of  such e n t i t i e s ,  o r  ( C )  
under 5 t h e . e x i s t i n g  pool ing agreement between t h e  C i t i e s  and BEPCO and f u t u r e  
poo l ing  a9reement.s among them and o t h e r s ,  o r  any combination t h e r e o f ,  and TMPA. 
The C o n t r a c t  a l s o  r e q u i r e s  o r  a l lows  TMPA t o  perform c e r t a i n  o t h e r  s e r v i c e s  f o r  t h e  
C i t e s .  These inc lude  comprehensive p lann ing ,  and under taking o r  c o o r d i n a t i n g  
d e s i g n  and.economic d i s p a t c h .  

:.' . "' . The 'Contract  p r o h i b i t s  any member c i t y  from d i s p o s i n g  of  any of  i t s  power " 

p l a n t s  w i t h o u t , t h e  approva l  of TMPA and t h e  o t h e r  member c i t i e s .  
1. 

. . - <  ' 



TMPA HISTORY 

J o i n t  E f f o r t s  P reced ing  TMPA 

The i d e a  f o r  TMPA grew o u t  o f  an in fo rma l  power p o o l i n g  agreement e x i s t i n g  
s i n c e . t h e  1 9 5 0 ' s  between Brazos E l e c t r i c  Power Coopera t ive  (Brazos)  and t h r e e  o f  t h e  
c u r r e n t  TMPA members, Bryan, Garland and G r e e n v i l l e .  I n  1963 t h e  f o u r  e n t i t i e s  
e n t e r e d  an " I n t e r c h a n g e  Agreement" forming t h e  'Texas  Munic ipa l  Power Pool ."  C i t y '  
o f  Denton jo ined  t h e  poo l  i n  1969. The poo l  was formed a f t e r  a  s t u d y  by R. W .  Beck 
and A s s o c i a t e s  showed s u b s t a n t i a l  s a v i n g s  were a c h i e v a b l e  th rough  c o o r d i n a t e d '  
o p e r a t i o n s , w h e n  compared t o  c o s t s  f o r  con t inued  i n d i v i d u a l  sys tem o p e r a t i o n s .  The 
In t e rchange  Agreement e s t a b l i s h e d  management p rocedures  and provided  f o r  c o o r d i n a t i o n  
o f  c a p a c i t y  o f  s p i n n i n g  r e s e r v e ,  a s  w e l l  a s  f o r  t h e  purchase  and s a l e  o f  supp lemen ta l  
and emergency power. P rocedures  a l s o  provided  f o r  c o s t  s h a r i n g  o f  j o i n t l y  used 
f a c i l i t i e s  and a  " t a k e  your  t u r n "  formula  f o r  a d d i t i o n s  t o  new g e n e r a t i n g  c a p a c i t y .  
O r i g i n a l  TMPP s t u d i e s  i n d i c a t e d  t h a t  f i x e d  c o s t  s a v i n g s  would amount t o  approximate ly  
$8.5 m i l l i o n  d u r i n g  t h e  f i r s t  10 y e a r s  o f  poo l  o p e r a t i o n .  Recent c o s t s  comparisons 
completed by TMPP s t a f f  have conf i rmed t h o s e  e s t i m a t e s  i n  f a c t .  The Texas Munic ipa l  
Power Poo l  c o n t i n u e s  t o  e x i s t  and t o  f u n c t i o n  under t h e  1963/1969 I n t e r c h a n g e  
Agreement between and among TMPA member c i t i e s  and Brazos E l e c t r i c . P o w e r  Coopera t ive  
w i l l  be c l a r i f i e d .  The new I n t e r c h a n g e  Agreement between and among TMPA member 
c i t i e s  and Brazos E l e c t r i c  Power C o o p e r a t i v e . w i l 1  be c l a r i f i e d .  The new I n t e r c h a n g e  
Agreement i s  l i k e l y  t o  c o i n c i d e  w i t h  TMPA p r o j e c t s  a t  Gibbons Creek and Comanche 
Peak coming o n - l i n e  and w i l l  e n a b l e  t h e  TMPA sys tem t o  o p e r a t e  a t  f u l l  economic 
d i s p a t c h .  C u r r e n t l y ,  t h e  s i x  e n t i t i e s  o f  Brazox, TMPA and t h e  f o u r  C i t i e s  a r e  
d r a f t i n g  an  agreement t o  r e p l a c e  t h e  I n t e r c h a n g e  Agreement. 

I 4.2 TMPA L i t i g a t i o n  H i s t o r y  

I . TMPA h a s  had f o u r  major  l a w s u i t s  f i l e d  a g a i n s t  it. 

A s u i t  f i l e d  i n  1977 i n  b e h a l f  o f  t h e  Grimes County Taxpayers A s s o c i a t i o n  
(and o t h e r s )  sough t  t o  s t o p  t h e  Gibbons Creek 400 MW l i g n i t e - f i r e d  Un i t  No. 1 by 
hav ing  t h e  s t a t u t e  under  which TMPA was c r e a t e d  d e c l a r e d  u n c o n s t i t u t i o n a l .  The 1 2 t h  
J u d i c i a l  D i s t r i c t  Cour t  o f  Grimes County, Texas e n t e r e d  a summary judgment i n  f a v o r  
o f  TMPA, and Qn March 2,  1978 t h e  Cour t  o f  C i v i l  Appeals  a f f i r m e d  t h e  t r i a l  c o u r t ' s  
d e c i s i o n .  A s  a  r e s u l t  o f  t h e  s e t t l e m e n t  agreement d i s c u s s e d  below, p l a i n t i f f s  
waived m o t i ~ n  f o r  r e h e a r i n g  and t h e  d e c i s i o n  o f  t h e  Appeals Cour t  became f i n a l .  The 
i s s u e s  i n  t h e  s u i t  were r e s o l v e d  i n  f a v o r  o f  TMPA. 

The G r i m e s  County Taxpayers '  A s s o c i a t i o n  f i l e d  a n o t h e r  s u i t  i n  1977 a g a i n s t  
TMPA and t h e  Envi ronmenta l  P r o t e c t i o n  Agency (EPA) p r o t e s t i n g  t h e  proposed i s s u a n c e  of 
a p e r m i t  by t h e  EPA t o  TMPA f o r  d i s c h a r g i n g  w a s t  w a t e r  from TMPA's Gibbons Creek Steam 
E l e c t r i c  S t a t i o n .  A s  i n  t h e  f i r s t  c a s e ,  t h e  p r a c t i c a l  o b j e c t i v e  o f  t h i s  s u i t  w a s  t o  . 
f o r c e  TMPA i n t o  a  p o s i t i o n  where, t o  a v o i d  c o n t i n u e d  l i t i g a t i o n ,  it would have t o  
f o r e g o  t h e  advantages  o f . . i t s  p r i v i l e g e d  t a x  s t a t u s .  A s  a r e s u l t  o f  t h e ' s e t t l e m e n t  
agreement d i s c u s s e d  below, an ag reed  judgment was e n t e r e d  by t h e  U.S. D i s t r i c t  
Cour t ,  Southern  D i s t r i c t  o f  Texas,  denying  t h e  r e l i e f  sough t  by t h e  p l a i n t i f f s .  The 
judgment i s  b i n d i n g  on a l l  p a r t i e s  a s  t h e  p l a i n t i f f s  have waived a l l  r i g h t s  o f  a p p e a l  
o r  o t h e r  compla in t s .  I n  o r d e r  t o  o b t a i n  c e r t a i n  p r o p e r t y  and conf i rm c e r t a i n  r i g h t s  
n e c e s s a r y  t o  complete t h e  Gibbons Creek Stem E l e c t r i c  S t a t i o n  and t o  se t t le  v a r i o u s  
c o n t r o v e r s i e s  w i t h  c e r t a i n  l o c a l  government u n i t s  and o t h e r s ,  TMPA e n t e r e d  i n t o  a  
s e t t l e m e n t  agreement w i t h  t h e  Grimes County Taxpayers '  A s s o c i a t i o n  and o t h e r s  on 
J u l y  19 ,  1978. A l e g a l  p roceed ing  i n  t h e  D i s t r i c t  Cour t  o f  Grimes County confirmed t h e  
t e r m s  o f  t h e  s e t t l e m e n t  agreement and made t h o s e  t e r m s  a p p l i c a b l e  between TMPA, t h e  
Taxpayers '  A s s o c i a t i o n ,  t h e  County o f  G r i m e s ,  Texas,  t h e  S t a t e  o f  Texas and t h r e e  
s c h o o l  d i s t r i c t s .  Under terms o f  t h e  agreement TMPA, on J u l y  19 ,  1978,  made payments 
t o  t h e  County and t h e  t h r e e  s c h o o l  d i s t r i c t s  a g g r e g a t i n g  $270,000. TMPA a l s o  ag reed  
t o  make annua l  payments t o  t h e  County and t h e  t h r e e  s c h o o l  d i s t r i c t s  s o  long  a s  t h e  
Gibbons Creek Un i t  No. 1 i s  i n  o p e r a t i o n  a s  f o l l o w s :  1979 - $320,000, 1980 - $370,000, 
1981 - $420,000, 1982 and t h e r e a f t e r  - $520,000. TMPA was a l s o  r e q u i r e d  t o  pay 
t h e  County an amount n o t  t o  exceed  $500,000 f o r  t h e  upgrading  o f  two county  r o a d s  
i n  1979. Proceeds  from Revenue Bonds, S e r i e s  1978 a g g r e g a t i n g  $1,610,000 have been 



p l a c e d  i n  t r u s t  accoun t s  t o  fund t h e  payments due i n  1979,  1980 and 1981. The 
* 

payments due  i n  1982 and t h e r e a f t e r  a-re t o  be made o u t  o f  t h e  g r o s s  revenue  from t h e  
s a l e  o f  e l e c t r i c i t y  from t h e  Gibbons Creek .Steam E l e c t r i c  S t a t i o n .  The amount o f  
a n n u a l  payments t o  be made e a c h  y e a r  i s  s u b j e c t  t o  a d j u s t m e n t s  s p e c i f i e d  i n  t h e  
agreement .  The e s t i m a t e d  t o t a l  payments t o  be  made by TMPA under  t h i s  agreement a r e  
a p p r o x i m a t e l y  $17,000,000,  i n c l u d i n g  p l a i n t i f f s '  l e g a l  f e e s  and expenses  o f  $473,000. 

I n  exchange f o r  t h e s e  payments, t h e  G r i m e s  County Taxpayers '  A s s o c i a t i o n ,  
t h e  County and t h e  t h r e e  s c h o o l  d i s t r i c t s  s e t t l e d  t h e i r  c o n t r o v e r s i e s  w i t h  TMPA. The 
County and t h e  s c h o o l  d i s t r i c t s  have ag reed  t h a t  TMPA i s  n o t  l i a b l e  f o r  ad va lorem 
t a x e s  under  ' e x i s t i n g  Texas law and t h a t  TMPA h a s  a  power of  eminent  domain. The 
County f u r t h e r  ag reed  t o  convey c e r t a i n  p r o p e r t y  t o  TMPA and t o  make a v a i l a b l e  f o r  
l e a s i n g  on a  compe t i t i ve -b id  b a s i s  c e r t a i n  County l a n d  which is b e l i e v e d  t o  c o n t a i n  
l i g n i t e  d e p o s i t s .  

S i g n i f i c a n t  a s p e c t s  o f  t h e s e  l a w s u i t s  and t h e  s e t t l e m e n t  may be e x p l a i n e d  
as fo l lows :  

o  The s t r o n g e s t  ' p o i n t  i n  t h e  p l a i n t i f f s '  f a v o r  
was one o f  t h e  p r a c t i c a l i t y ,  n o t  law. When 
plaintiffs f i l o d  o u i t  a l l c q i n q  the uncsnst i . tuLiona1kt .y 
o f  TMPA'S e n a b i i n g  l e g i s l a t i o n  t h e y  f o r e s t a l l e d  TMPA's 
second bond i s s u e .  Bond i s s u e s  r e q u i r e  p r i0 . r  a p p r o v a l  
by t h e  Texas At to rney  Gene ra l .  Approval  may be  w i t h h e l d  
s o  l o n g  as a l a w s u i t  r a i s i n g  s e r i o u s  c o n ' s t i t u t i o n a l  
q u e s t i o n s  a b o u t  t h e  bond i s s u e  remains  un reso lved .  
T h e r e f o r e  t h e  li L i y a t i o i ~  , the  r l e g o t i a t i o n s  and 
t h e  p r o c e d u r a l  d e l a y s  a l l  t ook  p l a c e  .whi le  TMPA 
was i n  t h e  p r o c e s s  o f  runn ing  o u t  o f  money. 

o  P l a n t i f f s  a t t a c k e d  TMPA i n  a  v a r i e t y  o f  ways d u r i n g  
t h e  pending  l i t i g a t i o n .  For example, t h e y  a d v e r t i s e d  
i n  t h e  newspapers o f  e a c h  o f  t h e  member c i t ies ,  c a l l i n g  

' a t t e n t i o n  t o  t h e  e x i s t e n c e  o f  TMPA, i t s  e x t r a o r d i n a r y  
powers t o  c r e a t e  i n d e b t e d n e s s  f o r  t h e  c i t i z e n s ,  and 
t h e  l a c k  o f  d i r e c t  v o t e r  a p p r o v a l .  A s  a  r e s u l t ,  
l o c a l  c i t i z e n  o p p o s i t i o n  t o  TMPA was r a i s e d  i n  
each  o f  t h e  member c i t i e s .  People  r a n  f o r  c i t y  
c o u n c i l  on anti-TMPA p l a t f o r m s  and two were e l e c t e d .  

o P l a n t i f f a  attaeked TMFA ~11rou;h Lht: I e y i s l a t u r e  p rocess .  
S e v e r a l  o f  t h e  p r o p o ~ c d  o p p o s i t i o n  b i l l s  f a i l e d ,  b u t  one 
l i m i t i n g  TMPA's eminent  domain a u t h o r i t y  succeeded.  
P r i o r  t o  1977,  TMPA's authority a r g u a b l y  may have 
been b road  enough t o  have i n c l u d e d  t h e  condemnation o f  
l i g n i t e  r e s e r v e s  f o r  b o i l e r  f u e l .  The 1977 amendment 
p r o b h b i t e d  t h e  use  of  eminent  domain a u t h o r i t y  f o r  t h e  
piirp08e o f  d r l l l l n g ,  mining o r  p roduc ing  f u e l s  o r  
ene rgy  s o u r c e s  such  a s  l i q n i t e ,  Eminent domain 
a u t h o r i t y  f o r  t h e  purpose  of  p l a n t  s i tes ,  c o o l i n g  
r e s e r v o i r s  and r e l a t e d  s u r f a c e  i n s t a l l a t i o n s  was 

. u n a f f e c t e d .  

o  P l a n t i f f s  a l s o  sough t  t o  remove c e r t a i n  i n d i v i d u a l s  
from t h e  TMPA camp. The Genera l  Manager o f  TMPA was 
f o r c e d  t o  r e s i g n  j u s t  p r i o r  t o  t h e  s e t t l e m e n t  o f  t h e  
l a w s u i t .  The t u r n o v e r  i n  C i t y  Managers'  O f f i c e s  
and i n  t h e  upper  l e v e l s  o f  t h e  city-owned u t i l i t i e s  
o f  TMPA members h a s  been n e a r l y  100 p e r c e n t ,  w i t h  most 
o f  t h e  t u r n o v e r  o c c u r r i n g  w i t h i n  s i x  months o f  t h e  
s e t t l e m e n t  o f  t h e  l a w s u i t s .  



Two o t h e r  l a w s u i t s  have quest ioned TMPA's c o n s t i t u t i o n a l i t y  and t h e  v a l i d i t y  
of  i t s  c o n t r a c t s  wi th  member c i t i e s .  R e l a t i v e l y ,  t h e s e  s u i t s  have been l e s s  s e r i o u s  
and appear l i k e l y  t o  be reso lved  i n  TMPA's f avor .  

TMPA seems t o  be en joy ing  a  calm i n  t h e  l i t i g a t i o n  storm. In  f a c t , . t h e  
Agency a c t u a l l y  has  a  f u t u r e  power p l a n t  s i t e  s e l e c t e d  a t  Gibbons Creek, f o r  which 
much of t h e  l i t i g a t i o n  has  a l r e a d y  been won. The Grimes County l a w s u i t  s e t t l e m e n t  
d e s c r i b e d  above included agreement on terms f o r  .an a r b i t r a t e d  s e t t l e m e n t  of  i s s u e s  
i n  t h e  even t  TMPA proceeds ,  a s  i s  l i k e l y ,  wi th  t h e  c o n s t r u c t i o n  of Gibbons Creek Uni t  
No. 2, i t s  second 400 MW l i g n i t e - f i r e d  stem e l e c t r i c  g e n e r a t i n g  s t a t i o n .  

5.0 TMPA PROJECTS 

5 . 1  Current  P r o j e c t s  

5.1.1 Gibbons Creek Uni t  No. 1 

TMPA's f i r s t  g e n e r a t i n g  p r o j e c t ,  Gibbons Creek Uni t  No. 1 i s  l o c a t e d  i n  
Grimes County, Texas. I t  was 10 pe rcen t  complete a s  of  January 1, 1980. The 400 MW 
l i g n i t e - f i r e d  u n i t  i s  scheduled t o  d e l i v e r  steam genera ted  e l e c t r i c i t y  a t  commercial 
l e v e l s  by mid-1982. The p r o j e c t  i n c l u d e s  an a d j a c e n t  s u r f a c e  mine, c o o l i n g  r e s e ~ v o i r  
and r e l a t e d  f a c i l i t i e s .  (See Figure  11). 

5.1.2 Comanche Peak Steam E l e c t r i c  S t a t i o n  

On January 2 ,  1979, TMPA executed a  J o i n t  Ownership Agreement t o  a c q u i r e , a  
6.2 p e r c e n t  undivided ownership i n t e r e s t  i n  t h e  Comanche Peak Steam E l e c t r i c  S t a t i o n  
c o n s i s t i n g  of two 1,150 MW nuc lea r - fue led  p r e s s u r i z e d  wa te r  r e a c t o r  steam e l e c t r i c  
u n i t s  t o g e t h e r  w i t h  a s s o c i a t e d  n u c l e a r  f u e l ,  swi tchyard,  s u b - s t a t i o n ,  r a i l r o a d  s p u r  
and r e s e r v o i r  and an i n t e r e s t .  i n  a  c e r t a i n  a s s o c i a t e d  t r ansmiss ion  l i n e .  

Under t h e  terms of t h e  Agreement, TMPA i s  o b l i g a t e d  t o  pay 6.2 p e r c e n t  of  
a l l  f u t u r e  (i) c o n s t r u c t i o n  c o s t s ,  (ii) n u c l e a r  f u e l  c o s t s ,  (iii) o p e r a t i n g  c o s t s  
( a f t e r  t h e  s t a t i o n  i s  p laced  i n t o  commercial o p e r a t i o n ) ,  ( i v )  a  management f e e  of  
f i v e  p e r c e n t  o f  i t s  p r o  r a t a  s h a r e  of o p e r a t i n g  c o s t s  and ( v )  a  management f e e  of 
p e r c e n t  o f  i t s  p r o  r a t a  s h a r e  of f u e l  c o s t  ( s u b j e c t  t o  c e r t a i n  c o s t  e s c a l a t i o n  
l i m i t a t i o n s ) .  S u b j e c t  t o  c e r t a i n  o p e r a t i o n a l  excep t ions ,  TMPA i s  e n t i t l e d  t o  r e c e i v e  
6.2 p e r c e n t  of t h e  n e t  power o u t p u t  t h a t  t h e  s t a t i o n  i s  capable  of producing a t  any 
given t ime. 

TMPA acqu i red  i t s  i n t e r e s t  i n  Comanche Peak f r o m ' ~ a 1 l a s  Power and L igh t .  
The undivided ownership i n t e r e s t s  i n  Comanche Peak a r e  a s  fo l lows:  

Da l l as  Power & Ligh t  Co. 23 1.13 Percen t  
Texas Power & Ligh t  Co. ' 28 9/10 Percen t  
Texas E l e c t r i c  Se rv ice  Co. 33 1/3 P e r c e n t  
TMPA 6  1/5 P e r c e n t  
Texas-Louisiana Power Cooperative 4  1/3 Percen t  
Brazos 3  1 /3  P e r c e n t  

100 Percen t  

I n  January 1980, Comanche Peak was 66.2 p e r c e n t  complete,  wi th  Uni t  No. 1 
s t a n d i n g  7 7 . 3  p e r c e n t  and Uni t  No. 2 s t and ing  a t  4 1  p e r c e n t  completion.  Commercial 
o p e r a t i o n  should  be r e a l i z e d  i n  1981 f o r  Uni t  No. 1 and 1983 f o r  Unit .No. 2 .  

5.1.3 Transmission F a c i l i t i e s  

I n  1979 TMPA w a s ~ s u c c e s s f u l  i n  n e g o t i a t i n g  f o r  t h e  t r ansmiss ion  of e l e c t r i c  
power through e x i s t i n g  facilities t o  l i n k  t h e  .Gibbons Creek and Comanche Peak 
g e n e r a t i n g  s t a t i o n s .  The use of e x i s t i n g  f a c i l i t i e s  f o r  i n t e r c o n n e c t i o n  has  
decreased TMPA p r o j e c t e d  c a p i t a l  expend i tu res  by $200 m i l l i o n .  



Figure 2.  TMPA projects. 



5.2 F u t u r e  P r o s p e c t s  

TMPA's n e x t  g e n e r a t i n g  p r o j e c t  w i l l  a lmos t  c e r t a i n l y  be a  second 400 MW u n i t  
a t  t h e  Gibbons Creek S t a t i o n  i n  Grimes County. The s i t e  h a s  t h e  b e n e f i t  o f  a  s e t t l e d  
l a w s u i t  i n  which a lmos t  a l l  a f f e c t e d  p a r t i e s  were invo lved  and which p r o v i d e s  a  
formula  f o r  s e t t l e m e n t  r e l a t i n g  t o  t h e  second u n i t .  I t  b e n e f i t s  from an e x i s t i n g  
c o o l i n g  r e s e r v o i r  and mining o p e r a t i o n  and an enhanced o p p o r t u n i t y  f o r  r e g u l a t o r y  
p e r m i t  app rova l s .  I t  a n t i c i p a t e d  t h a t  t h e  TMPA D i r e c t o r s  w i l l  submit  Gibbons Creek 
Un i t  No. 2  t o  member s i tes  f o r  formal  p r o j e c t  app rova l  w i t h i n  t h e  coming y e a r .  

TMPA and member c i t y  o f f i c i a l s  were r e l u c t a n t  t o  s p e c i f i c a l l y  d i s c u s s  f u t u r e  
p r o j e c t s  o t h e r  t han  Gibbons Creek Un i t  No. 2 which is  a l r e a d y  a  m a t t e r  o f  p u b l i c  
r e c o r d .  

Those i n t e r v i e w e d  d i d  i n d i c a t e  t h a t  p r o j e c t s  u t i l i z i n g  l i g n i t e  on a  s c a l e  
comparable t o  Gibbons Creek a r e  d i s t i n c t  p o s s i b i l i t i e s  f o r  t h e  f u t u r e .  J o i n t  v e n t u r e s  
w i t h  I O U ' s  a r e  b e i n g  examined and, a r e  c o n s i d e r e d  somewhat l i k e l y .  TMPA's f i n a n c i a l  
s t r e n g t h  due t o  i t s  bonding a u t h o r i t y  and t a x  exempt s t a t u s  make it an i n c r e a s i n g l y  
a t t r a c t i v e  j o i n t - v e n t u r e  c a n d i d a t e  from t h e  I O U s '  p e r s p e c t i v e .  

6.0 FAU COMPLIANCE STRATEGY 

C o n s u l t a n t ' s  P r e l i m i n a r y  Repor t  

During 1979,  S tone  & Webster Management C o n s u l t a n t s ,  I n c .  was commissioned 
. t o  conduct  a  "Load F o r e c a s t  and Power Supply Study'' f o r  TMPA. The Purpose o f  t h e  

' . s t u d y  was t o  i n v e s t i g a t e  long-range g e n e r a t i o n  a l t e r n a t i v e s  and t o  recommend t o  TMPA 
i t s  n e x t  s p e c i f i c  u n i t  g e n e r a t i o n  commitment. Among t h e  c o n s u l t a n t s '  recommendations 
were t h e  fo l lowing :  

o  I n s t a l l  a  second 400 MW l i g n i t e - f i r e d  g e n e r a t i n g  . 
u n i t  a t  t h e  Gibbons Creek s i te .  

o  Mainta in  maximum f u e l  f l e x i b i l i t i e s  by a s s u r i n g  
t h e  C i t i e s '  u n i t s  can burn e i t h e r  n a t u r a l  g a s  o r  
f u e l  o i l  f o r  ex t ended  p e r i o d s .  

o  . Analyze a l l  o f  t h e  a v a i l a b l e  o p t i o n s  open t o  t h e  . 
C i t i e s  under t h e  Fue l  Use Act and p r e p a r e  a  
j o i n t  p l a n  which w i l l  be b e n e f i c i a l  t o  a l l .  

TMPA h a s  h i r e d  S tone  & Webster  t o  p r e p a r e  a  f u l l  r e p o r t  on " S t r a t e g y  f o r  
Compliance w i t h  t h e  F u e l  U s e  Act ."  The " P r e l i m i n a r y  Repor t"  was i s s u e d  i n  A p r i l  1980. 
The P r e l i m i n a r y  Repor t  c o n t a i n s  a  d e s c r i p t i o n  o f  i t s  "Goal ,"  a s  fo l lows :  

"The o b j e c t i v e  o f  t h i s  a n a l y s i s  i s  t o  i d e n t i f y  t h e  
p l a n  c u r r e n t l y  a v a i l a l b e  t c  TMPA under  t h e  p r o v i s i o n s  
o f  t h e  FUA t h a t  w i l l  a ch ieve  t h e  c u r r e n t ,  long-term 
s t r a t e g y  o f  TMPA and maximize expec ted  va lue .  The 
c u r r e n t ,  long- term s t r a t e g y  o f  TMPA i s  assumed t o  be 
i d e n t i f i e d  i n  t h e  December 1979 'TMPA Load F o r e c a s t  
and Power Supply S tudy . '  Expected v a l u e  w i l l  be d e f i n e d  
a s  t h e  d i f f e r e n c e  'between system revenue  r equ i r emen t s  
o f  bu rn ing  100 p e r c e n t  o i l  i n  a l l  r e q u i r e d  power p l a n t s  
and hav ing  t h e s e  u n i t s  o p e r a t e  under  s e l e c t e d  exemptions 
a l lowed by t h e  Act ."  

6.2 C o n s u l t a n t ' s  Conclus ions  and Recommendation 

S tone  & Webs te r ' s  P r e l i m i n a r y  Repor t  c o n t a i n e d  c o n c l u s i o n s  a s  t o  FUA 
a p p l i c a b i l i t y .  S t o n e s &  Webster found t h a t  a l t h o u g h  t h e  24 e x i s t i n g  s team and g a s  
t u r b i n e  g e n e r a t i n g  u n i t s  w i t h i n  TMPA a r e  s u b j e c t  t o  p r o h i b i t i o n s  under  t h e  FUA, use  o f  
s i g n i f i c a n t  amounts o f  nat1.1ral. g a s  would be a l lowed i n  21  o f  t h e  u n i t s  d u r i n g  t h e  
p e r i o d  1980-1989. Only e i g h t  o f  t h e  21 u n i t s  would, however, have t o  g e n e r a t e  
e l e c t r i c i t y  d u r i n g  t h a t  p e r i o d  i n  l i g h t  o f  new TMPA base  l o a d .  Table  I11 shows t h e  , 

n a t u r a l  g a s  u n i t  p r o p o r t i o n s  a l lowed under  t h e  FUA f o r  t h e s e  8  p l a n t s , d u r i n g  t h e  
10-year  p e r i o d .  



TABLE I11 

U n i t  .Name N a t u r a l  Gas P r o p o r t i o n ,  % 

O l i n g e r  1 
O l i n g e r  2  
O l i n g e r  3  
Atk ins  6 
Dansby 1 
Denton 4  
Denton 5  
G r e e n v i l l e  3  

No u n i t  o r  sys t em exempt ions  t o  burn g a s  o r  o i l  w i l l  be r e q u i r e d  d u r i n g  t h e  
1980-1989 p e r i o d .  Due t o  s t a t u t o r y  p r o h i b i t i o n s  on n a t u r a l  g a s ,  t h e  e i g h t  power 
p l a n t s  n o t e d  i n  Tab le  I11 would have t o  o b t a i n  e i t h e r  u n i t  or  sys tem exemptions 
i n  o r d e r  t o  burn  g a s  a f t e r  J anua ry  1, 1990. The sys tem exemption is  a v a i l a b l e  t o  
TMPA due i t s  t i m e l y  f i l i n q  o f  a  " L e t t e r  o f  I n t e n t "  t o  f i l e  a  complete sys tem 
compl iance  o p t i o n  p r i o r  t o  J anua ry  1, 1980. The FUA p r o h i b i t i o n s  r e g a r d i n g  o i l  
i n d i c a t e  t h a t  none o f  t h e  24 g e n e r a t i n g  u n i t s  would be p r o h i b i t e d  from burn ing  any. 
q u a n t i t y  o f  o i l  a f t e r  May 8 ,  1979. Even t h e  e i g h t  u r ~ i t s  no ted  ab.ove w i l l  n o t  have t o  
o b t a i n  any t y p e  o f  exemption t o  burn  o i l .  

F i n a l l y ,  t h e  p r e l i m i n a r y  r e p o r t  n o t e s  t h a t  FUA d i s c r e t i u r l a r y  p r o h i L i L i o ~ i s  
may comple t e ly  p r o h i b i t  t h e  bu rn ing  o f  g a s  o r  o i l  i n  any TMPA u n i t s .  I s s u a n c e  o f  a  
P r o h i b i t i o n  Order would, however, be c o n t i n g e n t  on ERA f i n d i n g  t h e  bu rn ing  o f  an  
a l t e r n a t e  f u e l  i s  b o t h  t e c h n i c a l l y  and f i n a n c i a l l y  f e a s i b l e  on a  u n i t - b y - u n i t  b a s i s .  

/ 
1 

The Comanche Peak n u c l e a r  and Gibbons Creek l i g n i t e  p l a n t s  a r e  n o t  
p r o h i b i t e d  under  t h e  FUA. 

With in  t h e  l i m i t a t i o n s  o f  t h e  FUA, S tone  & Webster  ana lyzed  25 d i f f e r e n t  
s c e n a r i o s  by which TMPA c o u l d  a c h i e v e  f u l l  compliance.  The s c e n a r i o s  were. compared 
on t h e  b a s i s  o f  t h e  -"Expected Valuet'--a measure o f  t h e  s a v i n g s  t o  be o b t a i n e d  i n  
f o l l o w i n g  a  p a r t i c u l a r  s c e n a r i o  when compared t o  t h e  c o s t s  o f  bu rn ing  100 p e r c e n t  o i l .  

Tab le  I V  summarizes and r anks  t h e  t o p  5  o f  t h e  compliance s t r a t e g i e s  
i d e n t i f i e d  and s t u d i e d  by S tone  & Webster .  

I n  i t s  p r e l i m i n a r y  Repor t ,  S tone  & Webster recommends t h a t  TMPA f i l e  a  p l a n  
under  t h e  sys tem compliance o p t i o n  t h a t  would c o v e r  t h o s e  g a s / o i l - f i r e d  g e n e r a t i n g  
u n i t s  owned by t h e  member c i t i e s .  " T h i s  recommendation i s  based  on t h e  . f i n d i n g  
t h a t  P l a n  3 . 1  r anks  h i g h e s t  i n  expec ted  v a l u e  when compared t o  t h e  24 o t h e r  p l a n s  . 
c o n s i d e r e d .  " 

6 . 3  The TMPA SCCl Prohlem 

The problem, r ecogn ized  by S tone  & Webster  i n  t h e i r  P r e l i m i n a r y  Repor t ,  i s  
t h a t  TMPA may n o t  q u a l i f y  under  S e c t i o n  504.2 o f  t h e  r e g u l a t i o n s  a s  "any pe r son  who 
owns, c o n t r o l s ,  r e n t s  o r  l e a s e s "  t h e  e x i s t i n g .  power p l a n t  u n i t s  owned by t h e  member 
C i t i e s  and may n o t ,  t h e r e f o r e ,  be e l i g i b l e  a s  t h e  a p p r o p r i a t e  e n t i t y  t o  have a  sys tem 
compl iance  o p t i o n  p l a n  approved.  

A t  s t a k e  i s  t h e  a b i l i t y  of  t h e  TMPA sys tem t o  u t i l i z e  g a s  a t  i t s  maximum 
e f f i c i e n c y  through f u t u r e  economic d i s p a t c h .  Much o f  t h e  b e n e f i t  o f  economic d i s p a t c h .  
i s  a l r e a d y  r e a l i z e d  by t h e  C i t i e s '  o p e r a t i o n s  a n d , a  sys tem compliance p l a n  which f a i l e d  
t o  r e c o g n i z e  and p rov ide  f o r  t h e  t r a n s f e r  o f  g a s  ( a s  c o n t r a c t u a l l y  p e r m i t t e d  by Lone 
S t a r )  would mean a  r e t r e a t  from n a t u r a l  g a s  and o i l  c o n s e r v a t i o n  a l r e a d y  o b t a i n e d .  
A s  s t a t e d  i n  t h e  S tone  & Webster P r e l i m i n a r y  Repor t ,  " . . . t h e  c u r r e n t  SCO g a s  a l lowance  
r e g u l a t i o n s  d o  n o t  r e c o g n i z e  t h e  unique  s i t u a t i o n  o f  TMPA and t h e  C i t i e s .  These 



r e g u l a t i o n s ,  i f  fo l lowed ,  would f o r c e  i n e f f i c i e n t  g a s / o i l - f i r e d  g e n e r a t i n g  u n i t s  t o  
o p e r a t e  a f t e r  t h e  more e f f i c i e n t  u n i t s  have used  up t h e i r  a l lowed g a s  volumes. Such 
o p e r a t i o n  i s  c o u n t e r  t o  c o n s e r v a t i o n  g o a l s  and would i n c r e a s e  o i l  consumption on t h e  
TMPA system." 

A p r o c e d u r a l  a l t e r n a t i v e  t o  t h e  TMPA-filed SCO p l a n  i s  f o r  e a c h  o f  t h e  
member c i t i e s  t o  f i l e  a  s e p a r a t e  p l a n  w i t h  e a c h  p l a n  t o  c o n t a i n  an  i n t e r l o c k i n g ,  
t r a n s f e r  o f  g a s  p r o v i s i o n .  Each c i t y  would r e q u e s t  t h a t  i t s  i n d i v i d u a l  g a s  a l lowance  
under  i t s  approved SCO p l a n  be t r a n s f e r r a b l e  among t h e  C i t i e s  c o n s i s t e n t  w i t h  economic 
d i s p a t c h  f o r  b e s t  u t i l i z a t i o n .  T h i s  combinat ion  o f  f o u r  p l a n s ,  though p r o c e d u r a l l y  
cumbersome, would accompl ish  t h e  same r e s u l t  a s  a  TMPA system-wide SCO p l a n  approva l .  

TABLE I V  
PREFERRED STRATEGIES: 

ALTERNATIVES FOR COMPLIANCE 

PLAN 
- ,  UNIT/PETITIONER EXEMPTION PERIOD 

3 . 1  TMPA SCO* 1990-1999 

O l i n g e r  3 
O l i n g e r  3 
C i t y  o f  Garland 

C i t y  o f  Gar land 
C i t y  o f  Bryan 

C i t y  o f  Gar land 
C i t y  o f  Bryan 
C i t y  o f .  G r e e n v i l l e  

O l i n g e r  3 
O l i n g e r  3 

Peak-Temporary 1990-1994 
Retire-Temporary . 1995-1999 
SCO 1990-1999 

SCO 
SCO 

SCO 
SCO 
SCO 

Peak-Temporary 1990-1994 
Retire-Temporary 1990-1994 

* SCO = System Compliance Opt ion  under  T i t l e  V . o f  t h e  FUA. 

EXPECTED VALUE 
($1 ,000)  



I f .  a l l  a t t e m p t s  a t  t r a n s f e r  of g a s  among t h e  member c i t i e s  f a i l  w i t h i n  the  
SCO, Stone & Webster n o n e t h e l e s s  recommend i n  t h e i r  P re l iminary  Report t h a t  each c i t y  
f i l e  i t s  own SCO p l a n :  " I n  t h i s  case  SCO gas  al lowances could  n o t  be t r a n s f e r r e d  t o  
t h e  most e f f i c i e n t  u n i t s  i n  t h e  system. The r e c o g e n d a t i o n s ;  however, t h i s  system 
exemption recommendation would s t i l l  be . p r e f e r r e d  t o  any combination of  u n i t  exemptions 
a v a i l a b l e  under t h e  FUA. " 

7 . 0  CONCLUSION 

TMPA was n o t  c r e a t e d  t o  f a c i l i t a t e  compliance wi th  t h e  FUA. I t  was c r e a t e d  
i n  1975 i n  response  t o  t h e  r i s i n g  c o s t s  o f  o i l  and n a t u r a l  gas  and t h e  perceived . 
needs o f  i t s  member c i t i e s  t o  p a r t i c i p a t e  i n  l a r g e  s c a l e  g e n e r a t i n g  t echno log ies  
u t i l i z i n g  a l t e r n a t e  f u e l s .  The Texas Ra i l road  Commission's Docket 600, por tend ing  
t h e  end of  n a t u r a l  gas  a s  a  b o i l e r  f u e l  i n  Texas, added t o  t h e  reasons  f o r  TMPA b u t  
it was economics, n o t  r e g u l a t o r y  compliance, which .moved t h e  member c i t i e s  t o  t a k e  
advantage of  t h e  e n a b l i n g  l e g i s l a t i o n s . .  

Nonetheless ,  FUA compliance By t h e  member c i t i e s  w i l l  be s u b s t a n t i a l l y  
eased  by t h e i r  p a r t i c i p a t i o n  i n  TMPA. Act ions  t aken  i n  t h e i r  economic i n t e r e s t  casued 
them t o  a n t i c i p a t e  FUA r e  u l a t o r y  requirements  by decreasi.ng t h e i  l: riependeilce on 
na tu ra l  g a s  and o i l .  Whi 9 e  many smal l  u t i l i t i e s  s t r u g g l e  t o  unders tand t h e  FUA and 
s e a r c h  f o r  a  way t o  comply wi th  i t s  p r o v i s i o n s ,  TM,PA c o n s u l t a n t s  have completed t h e i r  
P re l iminary  Report on FUA Compliance S t r a t e g i e s ,  i d e n t i f y i n g  a t  l e a s t  25 d i f f e r e n t  
s c e n a r i o s  open t o  TMPA members f o r  compliance w i t h  the law. The  s c f ?na r in s  have been 
d ~ ~ a l y z e d  co esrimatt? t h e n  r e l a t i v e  economic va lue  and f e a s i b i l i t y .  TMPA members a r e  
i n  a  p o s i t i o n  t o  make informed cho ices  r cgard ing  t h e i r  f u t u r e  and t o  make those  
c h o i c e s  based on an ext remely favorab le  s i t u a t i o n  f o r  compliance wi th  t h e  law. 

I f  t h e  system compliance op t ion  r e g u l a t o r y  problem, d i scussed  i n  t h e  
p reced ing  s e c t i o n ,  can be reso lved  t o  provide  f o r  cont inued t r a n s f e r  of gas  and f u l l  
economic d i s p a t c h  between t h e  member c i t i e s ,  TMPA members may be i n  t h e  p o s i t i o n  of  
having t o  make no s u b s t a n t i v e  changes i n  t h e i r  o p e r a t i n g  p l a n s  t o  achieve FUA 
compliance.  A s  o n e . i n t e r v i e w e e  expressed it, TMPA members may be i n  a  p o s i t i o n  t o  
say ,  "Here ' s  what we were going t o  do i f  t h e  FUA h a d n ' t  even come a long."  

TMPA e n a b l i n g  l e g i s l a t i o n  l e f t  open t h e  p o s s i b i l i t y  of  a d d i t i o n a l  j o i n t  
a g e n c i e s  forming i n  Texas. One such agency h a s  been c r e a t e d .  The Sam Rayburn 
Municipal  Power Agency (SRMPA) was c r e a t e d  by t h e  C i t i e s  of Jasper ,  Livingston and 
Liber'ty i n  October 1979. These E a s t  Texas c i t i e s  a r e  p r e s e n t l y  n e g o t i a t i n g  wi th  
Gulf S t a t e s  U t i l i t i e s  f o r  a 20  percent s h a r e  o f  t h e  540 MW Nelson 6 u n i f . i r l  
Lou i s iana .  SWPA members o b t a i n e d  an amendment t o  th.e TMPA e n a b l i n g  l e g i s l a t i o n  
t o  p rov ide  f o r  t h e i r  p a r t i c i p a t i o n  i n  an  i n t e r s t a t e  j o i n t  ven tu re .  

~ d d i t i o n a l  j o i n t  ageilcies i n  Texas a r e  p o s s i b l e  b u t  n o t  l i k e l y  i n  t h e  ' 

near-term. C i t i e s  o f  Brownsvil le and Lubbock have a t  t imes  expressed an i n t e r e s t ,  b u t  
s u f f e r  t h e  problems of geographic  i s o l a t i o n .  I n  t i m e ,  r e s o l u t i o n  o f  t h e  l e g a l  
q u e s t i o n s  wi th  regard  t o  t h e  i n t e r c o n n e c t i o n  of  major Texas u t i l i t i e s  a c r o s s  s t a t e  
l i n e s  may improve o p p o r t u n i t i e s  f o r  wheeling and reduce geographic  i s o l a t i o n  a s  a  
nega t ive  f a c t o r .  'I'MPA may open i t s , d o o r s  a t  some f u t u r e  p o i n t  t o  a d d i t i o n a l  member 
c i t i e s .  TMPA may a l s o  under take  new j o i n t  ven tu re  p r o j e c t s  wi th .munic ipa1  
u t i l i t i e s ,  investor-owned u t i l i t i e s  o r  coops on a  case-by-case b a s i s .  E i t h e r  of  t h e s e  
o p t i o n s  may be more r e a l i s t i c  than t h e  format ion of s e p a r a t e  new agenc ies  i n  t h e  s t a t e .  



APPENDIX E 

E x i s t i n g  Gene ra t ing  U n i t s  
J o i n t l y  Owned With Small  U t i l i ' t i e s  

C a p a c i t y  
F u e l  P l a n t  Sha re  - 

MW MW - % 

Big Stdne Lignite . 437 

o Otter Tail Pwer Company 
o Northvestern Public Service Company 
o Wntana- ~akota Utilities 

Bowline 1 

Oil 602 ' 401 1 67 
201 3 3 

Commonwealth Edison Company 
o Orange and ,Rockland 

Bowline 2 Oil 600 

Cominonwealth Edison Company ' 400 67 . 
o Orange and Rockland 200 3 3 

Jim Bridger 1 Coal (bit) 500 

Pacific Power and Light 
o Idaho Power Company 

Jim Bridger 2 Coal , 500 

Pacific Power and Light 
o Idaho Power Company 

Jim Bridger 3 Coal 

Pacific Power and Light 
o Idaho .Power Company 

Oil Canal 2 

o Eastern Utilities System Association 
o New England Gas and Electric 

Coal Centralia 1 

Pacific Power and Light 
o Washington Water Power Company 
o Segttle Department of Lighting 
o Snohomish PUD . ' 

o Tacoma Department of Public Utilities 
Puget Sound Power and Light 

o Grays Harbor PUD 
Portland General Electric 

I t  I t  o indicates small utility systems. 



Capacity 
Plant 'S ba'r e 

MW 
-. 

MW ' %  
Unit/Owners 

Centralia 2 

Fuel 

Coal 

Pacific Power and Light 
o Washington Water -Power Company 
o Seattle Department of Lighting 
o Snuhualsl~ PUD 
o Tacoma Department of Public Utilities 
Puget Sound Power and Light 

o Grays Harbor PUD 
Port.1and General Electric 

Coal Creek 1 Lignite 

o Cooperative Power Association 
o United Power Association 

Columbia 1 

Wivcur~vPr~ Puwer etrld Llg11L 
o Wisconsin Public  Service Company 
Madison Gas and Electric 

Coal 

Columbia 2 Coal 

Wisconsin Power and Light 
o Wisconsin Public Service Company 
'Madison Gas and Electric 

Colstrip 1 Coal .- 

o Montana Power Company 
Puget Sound Power and Light 

Coal 

Coal 

o Montana Power Company 
Puget Sound Power and Light 

Public Servlce ElecL~lc a d  Gas 
Pennsylvania Electric Power 
Pennsylvania Power and Light 
Baltimore Gas and Electric . 
General Public Utilities (Metropolitan Edison) 
Potomac Electric Company 

o Atlantic City Electric 
Delmarvo Power and Light. 

o UGI Corporation 



Public Service Electric and Gas 
Pennsylvania Electric Power 
Pennsylvania Power and Light 

, Baltimore Gas and Electric 
General Public Utilities (Metropolitan Edison) 
Potomac Edison Company 

o Atlantic City Electric 
o Delmarva Power and Light 
o UGI Corporation 

Conemaugh (diesel) 

Public Service Electric and Gas 
Pennsylvania Electric Power ' 

Pennsylvania Power and Light 
Baltimore Gas and Electric 
General Public Utilities (Metropolitan Edison) 
Potomac Electric Power 

o Atlantic City Electric 
o Delmarva Power and Light 
o UGI Corporation 

Coal 936 

Oil 

Council Bluffs 3 Coal 

o 1owa Power and Light Company 
o Iowa-Illinois Gas and Electric Company 

. o Iowa Electric Light and Power/Central Iowa 
and Power Cooperative 

o Eastern Iowa Light and Power Cooperative 
o Iowa Public Service Company/Cornbelt 

Power Cooperative 
o Cedar Falls 
o Atlantic 

Craig 2 

o Colorado-Ute ~lectric Association 
Salt River Project 

o Tri-State G&T Association, Inc. 
o Platte River Power Authority 

Crysta; River 3 

Florida Power Corporation 
o' City of Gainesville 
o New Smyrna Beach Utilities 
o Orlando Utilities Commission 
o Sebring Utilities Commission 
o Seminole Electric Cooperative 
o City of Tallahassee 

Edgewater 4 

Wisconsin Power and Light 
n Wisconsin Public Service Company 

4-2.8 units 

Coal (bit) 400 , 

Coal 400 



Capacity 
Fuel Plant Share ',, 

MW MW - % - 
Fayette Power Plant 1 Coal 600 

(sub) 
o,Austin, Texas 
o.I;ower Colorado River Authority 

:Coal 
(sub) 

Flint Creek 

o .Southwestern Electric Power Company 
o Arkansas Electric cooperative 

coal 
(sub) 

Four Corners 4 

Arizona Public Service Company 
Public Service Company of New Mexico 
Salt Rivcr Projcct . 

o El Paso Electric Company 
o Tuaoon Bloetrio Power Company 
Southern California Edison 

Four Corners 5 . . . . 
Coal 
(sub) 

Arizona Publfc Service Company 
Public Service of New Mexico 
.Salt River Project 

o El Paso Electric Company 
o Tucson Electric Power Company 

' Southern California Edison 

Hatch 1 

: ', ,Georgia Power 
Oglethorpe Electric Membership Cooperative 

'.o Municipal Electric Authority of Georgia 
o City of, Dalton 

~ a t c h  2 VR 

Georgia Power 
Oglethorpe Electric Membership Cooperative 

o Hunicipal Electric Authority of Georgia 
o City of Dalton 

Hayden 2 Coal 

o Colorado-Ute Electric Association 
Salt River Project 

Homer City I Coal 

Coal 

o New York .State Electric and Gas 
:. GPU: Pennsylvania Electric Company 
.,.. . 
Homer City 2 

o New York State Electric and Gas 
GPU: Pennsylvania Electric Company 



Capacity 
Fuel Plant Share - 

MW - MW- - - % 

Coal 620 Eomer C i ty  3 

o New York S t a t e  E l e c t r i c  and Gas 
GPU: Pennsylvania E l e c t r i c  Company 

O i l  Homer C i ty  4 

o New York S t a t e  E l e c t r i c  and Gas 
GPU: Pennsylvania E l e c t r i c  Company 

. . 

O i l  

O i l  

Homer C i ty  5 

o New York S t a t e  E l e c t r i c  and Gas 
GPU: Pennsylvania E l e c t r i c  Company 

Homer C i ty  6, 

o New York S t a t e  E l e c t r i c  and Cns 
GPU: Pennsylvania E l e c t r i c  Company 

J e f f r e y  Energy Center  Coal 
(sub) 

Kansas Gas and E l e c t r i c  C~mpany 
o Kansas Power and L igh t  Company 
o Missour i  Pub l i c  Se rv i ce  Company 
o Cen t r a l  Telephone and U t i l i t i e s  Company 

Coal Keystone 1 

Pub l i c  Servfce  E l e c t r i c  and Gas 
Pennsylvania E l e c t r i c  Power 
Pennsylvania Power and Light  
Balt imore Gas and E l e c t r i c  
Ger,eral Pub l i c  U t i l i t i e s  ( J e r s ey  Cen t r a l  

Power and Light )  
o A t l a n t i c  C i t y  E l e c t r i c  

Delmarva Power and Light  

Keystone 2 Coal 

Pub l i c  S<ervice E l e c t r i c  and Gas 
Pennsylvania E l e c t r i c  Power 
Pennsylvania Power and Light  
Balt imore Gas and E l e c t r i c  
General  Pub l i c  U t i l i t i e s  ( J e r s ey  Cen t r a l  

Power and L i s h t )  
o A t l a n t i c  C i t y  E l e c t r i c  

Delmarva Power and Light  

Kewaunee 1 

Wisconsin Power and Light  
o.Wisconsin Pub l i c  Se rv i ce  Company 

Madison Gas and E l e c t r i c  



C a p a c i t y  
P l a n t  S h a r e  

M W - M W - ' % - 
Fuel 

Oil Keystone (diesel) 4-2.8 units ,I : , 

Public Service Electric and Gas 
Pennsylvania Electric Power 
Pennsylvania Power and Light 
Baltimore Gas and Electric 
General ,Public Utilities (Jersey Central 
Power and Light) 

o Atlantic City Electric 
o Uelmarva k'ower and Light 

Mohave 1 Coal 

Southern California Edison 
Los Angeles Department of Water and Power 

o Nevada Power Company 
Salt River Project 

Coal 

~duthern California Edj.snn 
Los Angeles Department of Water and Power 

o Nevada Power Company 
Salt River Project 

Navajo 1 

Salt River Project 
Water and Power Resource Service 
Los Angeles Department of Water and Power 
Arizona Public Service Company 

o Nevada Power Company 
o Tucson Electric Power Company 

Navajo 2 Coal (sub) 

Salt niver lrojcce 
Water and Power Resource Service 
Los Angeles Department of Water and Power 
Arizona Public Service Company 

o Nevada Power Company 
o Tucson Electric Power 

Coal Navajo 3 

Salt River Project 
Water and Power Resource Service 
Los Angeles Department of Water and Power 
Arizona Public Service Company 
Nevada Power Company 

o Tucson Electric Power Company 

Neal 3 Coal 550 

o Iowa-Illinois Gas and Electric 
o Iowa Southern Utilities Company 
o Iowa Power and Light Company 
o Iowa Public Service Company/Cornbelt 

.Power Cooperative 



C a p a c i t y  . 
Plant Share 
M W - .MW - % - 

Fuel - 

I Neal 4 Coal 

.o Iowa Public Service Company/Cornbelt 
Power Cooperative 

o Interstate Power Company 
o Northwest Iowa Power Cooperative 
o Northwestern Public Service Company, 
o North Iowa Municipal Electric Cooperative 

I Peach Bottom 2 

Public Service Electric and Gas 
Philadelphia Electric Power 

o Atlantic City Electric 
o Delmarva Power and Light 

Peach. Bottom 3 

~uad Cities 1 UR 

I 

Commonwealth Edison Company 
o Iowa-Illinois Gas and Electric Company 

Public Service Electric and Gas 
, Philadelphia Electric Power 
o Atlantic City Electric 
o Delmarva Power and Light 

Quad Cities 2 UR 828 

Commonwealth ~dison Company 
o. Iowa-I11Pnoia Coo and Electric Company 

, . 
Roseton 1 

. . 

o Central Hudson Gas and Electric 
Commonwealth Edison Company 
Niagara Mohawk 

Oil 

Roseton 2 ' Oil 

o central Hudson Gas and Electric 
Commonwealth Edison Company 
Niagara Mohawk 

Salem 1' 

- Public Service Electric and Gas 
Philadelphia Electric 

o Atlantic City Electric 
' o Delmarva Power and Light 

San Luis 1 

c('C,aliforn+a Department of Water Resources 
Mid-Pacific Water and Power Resources 

> ' .  . , 

San Luis 2, ' 

o California Department of Water Resources 
Mid-Pacific Water and Power Resources 

Water 

Water 



C a p a c i t y  
Fuel P l a n t  S h a r e  - 

MW - M W .  - % - 

San Luis 3' Water 53 

o California Department of Water Resources 
Mid-Pacific Water and Power Resources 

San Luis 4 -. . Water . 5 3 

o California Department of Water Resources 
Mid-Pacific Water and Power Resources 

Water , ' San Luis 5 . . 

o California Department of Water Resources 27.56 52 
Mid-Pacific Water and Power Resources 25.411 4 8 

San iuii 6 Water 53 

o California Department of Water Resources 
Mid-Pacific Water and Power Resources 

San L U ~ E  7 Water 53 

Water 5 3 

o California Department of Water Resources 
Mid-Pacific Water and Power Resources 

San Luis 8 

o California Depar.tment of Water Resources 
Mid-Pacific Water and Power Resources 

Trojan 1 

Pmrtland GeneraLElectric 
o Eugene Water and Electric Board 
Pacific Power,and Light 

Coal 952 

Georgia Power Company 
o Uglethorpe Electric Membership Corporation 
o Municipal Electric Authority of Georgia 
o Dalton, City of 

Wansley 2 Coal 952 

. Georgia Power Company 
o Oglethorpe Electric Membership Corporation 
o Municipal Electric Authority of Georgia 
o Dalton, City of 

Warrick 4 Coal 323 

o Southern Indiana Gas and ~lectric 
Alcoa Generating Corporation 

Wyodak 1 Coal 310 

Pacific Power and Light 
o Black Hills Power and Light 



Data Sources: 

(1) The 1980 Annual Reports of the nine Regional Reliability Councils: 
East Central Area Reliability Coordination Agreement, Mid-American 
Interpool Network, Mid-Atlantic Area Council,  id-continent Area 
Reliability Coordinat'ion Agreement, Northeast Power Coordinating ' 

Council, Southeastern Electric Reliability Council, Southwest Power 
Pool, Electric Reliability Council of Texas, and Western Systems. 
Coordinating Council. . . 

(2) Inventory'of Powerplants in the United States. Energy Information 
Administration, U.S. Department of Energy. DOE/EIA-0095(79), 
December', 197 9. 

. , 
( 3 )  Additions to Generating Capacity 197'9-l988'for the Contiguous 

United States. Economic Regulatory Administration, U.S. Department 
of Energy; DOE/ERA-0020, October, 1979. 



APPENDIX F 

FUTURE GENERATING UNITS 
JOINTLY OWNED WITH SMALL UTILITIES 

C a p a c i t y  
F u e l  -- P l a n t  S h a r e  

MW - Mw- - . -  % 

ALEC 1 Lignite 750 

Arkansas Power and Light 
o Arkansas Electric Cooperative 
o Jonesboro City Water and Light 

A l l e n  2 Coal 

n hlovada Bowsr  Gempnny 
P a c i f i c  Gas and R l e r t r i r  
Southern California Edison 

A l l e n  3 Coal 

o Nevada Power Company 
Pacific Gas and Electric 
Southcrn California Edison 

Coal A l l e n  4 

o Nevada Power Company 
Pacific Gas and Electric 
Southern ~alifornia Edison 

A l l i e d  1 Coal 

o Iowa Public Service Cooperative/Cornbelt 
Power Cooperative 

o Eastern Iowa Light and Power Cooperative 
o Missouri Basin Municipal Power Authority 
e Northwest Iowa Public Cooperative 
o Heartland Congumers Districl. P n w n r  
o Undetermined 

B i g  C a j u n  2 ,  U n i t  3 Coal (sub) 

o Cajun Electric Power Cooperative 
Gulf States Utilities Company 

1 B i g  C a j u n  3,. U n i t  1 Lignite 

Lignite 

o Cajun Electric Power Cooperative 
. Gulf States Utilities Company 

Eig C a j u n  3 ,  U n i t  2 

o Cajun Electric Pwer Cooperative 
GulE States Utilities Company 

'lo" indicates small utility systems. 



Capac i ty  
P l a n t  Sha re  

MW - MW- - - % 

Big ~ a , u n  4 ,  Un i t  1 Lignite 

o Cajun Electric Pwer Cooperative 
Gulf States Utilities Company . 

Black Fox 1 

Ptblic Service of Oklahoma 
o Associated Electric Cooperative 
o Western Farmers Electric Cooperative 

Black Fox 2 

P ~ l i c  Service of Oklahoma 
o Associated Electric Cooperative 
o Western Farmers Cooperative 

B'oardman 1 Coal bit) 530 

Portland General Electric 
o Idaho Pwer Company 
o Pacific Northest Generating Company 

C a l i f o r n i a  Coal  1 Coal 

' Southern California Edison 
o Anaheim 
o Buxb ank 
o California Department of Water Resources 
o Colton 
o Glendale 
.Imperial Irrigation District 
Los Angeles Department of Water and Pyer 

o Nevada P~ lic P w  er 
o Riverside 
o Pasadena 

C a r r o l l  County 1 

Commorwealth Edison Company 
o IwhIllinois Gas and Electric 
o Interstate. P m  er Company 

Illinois P w  er Company 
o Soyland Pwer Cooperative 
o Western Illinois Pwer Cooperative 

C l i n t o n  2 

Illinois P w  cr Company 
o Soyland P w  er Cooperative 
o Western Illinois Pwer Cooperative 



c o a i  Creek 2 

o Cooperative Pwer Association 
o United Parer Association 

Coa l  Creek ( d i e s e l )  

o Cooperative ~ w e r  Association. 
o United Pwer Association 

o Montana Parer Company 
Puget Sound P w  er and Light 
Portland General Electric 

o Washington Water and Parer Company 
Pacific Pcwer and Light 

o Basin Electric Pwer cooperative 

o Montana Pwer Company 
Puget Sound Parer and Light 
Portland General Electric 

o Washington Water and Pwer Company 
Pacific Pcwer and Light 
Basin Electric Pwer Cooperative 

Comanche Peak 1 

Texas Par er and Light 
Texas Electric Service Company 
Dallas Pmer and Light 

o ~razos Electric cooperative 
o Texas Municipal Pcwer Authority 

Texas P m  er and Light 
Texas Electric Service Comanv 
Dallas Pwer and Light 

o Brazes Elertris Coop~ratirro 
o Texas Municipal Pwer Authority 

Coyote 1 

0 Otter Tail Pwer Company 
o Minnkota P w  er Cooperative, Inc. 
o Wntana- Dakota' Utilities , 

0, North estern PI& lic Service 
o ficnesota Pwer and Light 

F u e l  - 

Coal 

Oil 

Coal 

Cual 

Coal 

C a p a c i t y  
P l a n t  S h a r e  

Mw - Mw- - .  % 

**Potential wners and their respective shares have not yet been settled. 



Capacity .. 
Fue 1 Plant - Share 

lrlW - MW - % - 
1, 

Coal 400 . Craig 1 

o Colorado-Ute E l e c t r i c  Associat ion 
S a l t  River Projec t  

o  Tr i -Sta te  Generation and Transmission 
o  P l a t t e  River Authority 

, . 
Dakotas Coal 1 Coal 500 

o Minnesota Power and Light 
Northern S t a t e  Power 

o  Ot t e r  T a i l  Power 

Fayette Power ~ r b  ject 2 Coal 550 , . 

o Austin, Texas ' .  
o Lower Colorado Power Authority 

I Guthrie County Coal 650 

o Iowa E l e c t r i c  Light and Power/Central Iowa 
Power Corporation 

o  Iowa Southern U t i l i t i e s  Company 
o  Iowa Power and Light 

Hope Creek '1 

Publ ic  Service E l e c t r i c  and Gas 
o  At l an t i c  City E l e c t r i c  

I 

I Hope Creek 2 

I Publ ic  Service  E l e c t r i c  and Gas 
o  At l an t i c  City E l e c t r i c  

Iatan 1 Coal 

Kansas City Power and Light 
o  S t .  Joseph Light and Power Company 
o  Empire D i s t r i c t  E l e c t r i c  Company 

I Iatan 2 Coal 

Kansas Ci ty  Power and Light 
o  S t .  Joseph Light and Power 
o  Empire n i s t r i c t  E l e c t r i c  Company 

Coal 
(sub) 

Independence 1 

Arkansas Power and Light 
o  Arkansas E l e c t r i c  Power Cooperative 
o  Jonesboro City Water and Light 
o  Conway 



Capacity 
'Share 

MPJ - % 
Fuel Plant 

m3 

Coal 
(sub) 

Independence 2 

Arkansas Power and Light  
o Arkansas E l e c t r i c  Power Coopera t ive  
o Jonesboro Ci ty  Water and Light  
o Conway Corporat ion 

Coal 750 

Los e g e l e s  Department of Water and Power 
o Anaheim 
o Burbank 
u Qleudn l c  
o Pasadena 
o Riverda le  

Intermountain Consumers Power Assoc ia t ion  
Utah Power and Light  

coal Intermountain 2 

Los Angeles Department of Water and Power 
o Anaheim ' 

o Burbank 
o Glendale 
o Pasadena 
o Riverda le  

Intermountain Consumers Power Assoc ia t ion  
Utah Power and Light  

Coal Intermountain 3 

Los Angeles Department of Water and Power 
o 'Anaheim 
o Burbank 
o Clenda le  
o Pksadena 
o Rivords le  

Intermountain Consumers power ~ s s o c i a t i o n  
Utah Power and Light  

Intermountain 4 Coal 

Los Angeles Department of Water and Power 
o Anaheim 
o Burbank 
o C1eadal.e 
o Pasadena 
o Riverda le  

Intermountain Consumers Power Assoc ia t ion  
Utah Power and Light  

Coal 
(sub) 

Jeffrey 2 

o Kansas Power and Light  Company 
o Kansas Gas and E l e c t r i c  
o Missour i  Pub l i c  Se rv i ce  Company 
o Cen t r a l  Telephone and U t i l i t i e s  Company 



Jeffrey 3 

o ~ansas Power and Light Company 
o Kansas Gas and Electric 
o Missouri Public Service Company . 

o Central Telephone and Utilities Company 

Jeffrey 4 

o Kansas Power and Light Company 
o Kansas .Gas and Electric 
o Missouri Public Service Company 
o Central Telephone and Utilities Company 

Laramie River 1 

o Basin Electric Cooperative 
o Tri-State Generation and Transmission 
o Lincoln Electric System . , 

o Heartland Consumers Power District 
o Western Minnesota Municipal Power Agency 
o Wyoming Municipal Power Agency 

Laramie River 2 

o Basin Electric Cooperative 
o Tri-State Generation and Transmission 
o Lincoln Electric System 
o Heartland Consumers Power District 
o Western Minnesota Municipal Power Agency 
o Wyoming Municipal Power Agency 

Laramie River 3 

o Basin Electric Cooperative 
o Tri-State Generation and Transmission 
o Lincoln Electric System 
o Heartland Consumers Power District 
o Western Minnesota Municipal Power Agency 
o Wyoming Municipal Power Agency 

Louisa 1 

o Iowa-Illinois Gas and Electric 
o Iowa Power and Light 
o Iowa Public Service Company/Cornbelt Power 

Cooperative 
o Eastern Iowa Light and Power . 
o Munis 

Marble Hill 1 

Public Service Company of Indiana 
o Wabash Valley Power Association 

Coal 680 
(sub) 

436 64 
136 2 0 
5 4 8 
5 4 8 

Coal 680 
(sub) 

436 . . 64 
136 2 0 
54 8. 
5 4 8. 

Coal 500 

Coal 500 

Coal 500 

Coal 

1 '  

42.7 
24.13 
13.33 
11.67 
7.60 
I.. on 
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C a p a c i t y  
P l a n t  S h a r e  
E - MW % - 

Fue 1 - 

M a r b l e  H i l l  2 

Public Service Company of Indiana 
o Wabash Valley Power Association 

M c I n t o s h  3 Coal 
(bit) 

o City of Lakeland 
o Orlando Utilities ~on&ssion 

Nine  M i l e  P t .  2 .f---. UR 

Niagara Mohawk Power 
o New York State Electric and Gas 
Long Island Lighting 

o Rochester Gas and Electric 
o Central IIudoon Cao and Eloafrio 

Oswego 6 Oil 

Niagara Mohawk Power 
o Rochester Gas and Electric 

Coal 
(bit) 

o Iowa Southern Utilities 
o Iowa-Illinois Gas and Electric 
o Iowa Public Service Company/Cornbelt Power 

Cooperative 
o Iowa Power and Light 
o Iowa Electric Light and PowerICornbelt Power 

Cooperative 

Pro jec t  8'7 

o Dairyland Power CuuperaLlvc 
Undetermined . 

River Bend 1 

Gulf States Utilities 
o Cajun Electric Power Cooperative 
o Sam Rayburn Dam Cooperative 

. . 

Rodemacher 2 Coal 
(bit) 

.o Central Louisiana Electric Company, Inc.' 
o Lafayette Utility Systems 



/Capacity 
P l a n t  Sha re .  
MW - M W ' %  - - 

Unit/Owners . '.' -- . 

Salem 2 

Fue 1 - 

UR 

Pblic Service Electric and Gas 
Philadelphia Electric 

o Atlantic City .Electric 
o Delmarva P w  er and Light 

Oil 

Pblic Service Electric and Gas 
Philadelphia Electric 

o Atlantic City Electric 
o Delmarva Pwer and Light 

Coal bit) , 818 S c h e r e r  1 

Georgia PW er Company 
o Oglethorpe EMC 
o Municipal Electric Authority of Georgia 
o Dalton 

S c h e r e r  2 Coal b it) 818, 

Georgia Pwer Company 
o Oglethorpe EMC 
o Municipal Electric Authority of Georgia 
o Dalton 

. . 
coal bit) 818 S c h e r e r  3 

Georgia Pwer Company 
. o  Municipal Electric Authority of Georgia 
o Dalton 

S c h e r e r  4 Coal bit) 818 

Georgia P w  er Company 
o Municipal Electric Authority of Georgia 
o Dalton 

Sherburne  County N o .  3 Coal 

o Northern States Pwer 
o Lake Superior District Pwer 

South  Texas P r o j e c t  1 

  oust on Lighting and P w  er 
San Antonio City Pblic Service 
Central P w  er and Light 

o Austin, Texas 



Capacity 
Plant  Share 

MW MJ - % - 

South Texas Project  2 

Houston Lighting and Pwer 
San Antonio City m l i c  Service 
Central Pwer and Light 

o Austin, Texas 

Southeast 1 Coa 1 

Public Service Company of Colorado 
o Arkansas River P w  er Authority 
o Uncommitt.efi 

Coal Southeast 2 

Ptblic Servicc Company of Colorado 
o Arkansas River P'wer Authority 
o uncommitted 

Southwest Coal 

o CploradeUte Association 
o Uncommitted 

S t .  Lucie 2 

Florida Pwer and Light 
o Orlando Utilities Commission 
o Seminole Electric Cooperative 
o Others 

Summer # 1  

o South Carolina Public Service Authority 
South Carolina Electric and Gas 

Pennsylvania Pwer and Light 
o Allegheny ~lectric Cooperative 

Susquehanna 2 

~ennl~lvania P w  er and Light 
o Allegheny Electric Cooperative 

. . 

. . Coal 

o Idaho Pwer Company 
o Sierra Pacific P w  er 

Coal Vienna. 9 

o Atlantic City Electric 
o Delmarva P w  er and Light 



Capacity 
Plant Share . 

MW " MW- % 
Fue 1 

UR Vogtle 1 

Georgia Parer and Light 
o Oglethorpe EMC . ' 

o Municipal Electric Authority of Georgia 
o Dalton 

Vogtle 2 

Georgia Parer and Light 
o ~giethorpe EMC 
o Municipal, Electric, Authority of Georgia 
o Dalton 

Wansley 5A 

Georgia Pwer Company 
o Oglethorpe EMC 
o Municipal Electric Authority of Georgia 
o Dalton 

White Bluff 1 Coal (sb ) 740 

Middle South Utilities, Inc./Arkansas Pwer 
and Light 

o Arkansas Electric Cooperative Corporation 
o Jonesboro City Water and Light 
o Corway 

White Bluff. 2 Coal (sb ) 740 

,Middle South Utilities, Inc./Arkansas Paver 
and Light 

o Arkansas Electric Cooperative Corporation. 
o Jonesboro City Water and Light . 
o Corway 

Wolf. Creek 1. . 

o Kansas Gas and Electric 
O his- ds City Pwer and Light 
o Kansas Electric Pwer Cooperative ( ? )  
o Small Municipals and Utilities 

a/ Young 2- Lignite 

o Minnesota P w  er and Light . 
o Minnkota Pwer Cooperative, Inc. 

a/ The plant is n w  operating, but will become a jointly w ned facility in 19 85. - 



Coal 

Florida P w  er and Light 
o Sebring Utilities Commission 

Fiorida P w  er Corporation 
o Sebring Utilities Commission 

Florida P w e r  Corporation 
o Sebring Utilities Commission 

o C i t y  of Lakeland 
o Orlando Utilities Commission 

Fuel - 

Coal 

Coal bit) 

Capacity 
Plant Share 

MW Mw- - - % 

Coal b i t )  

Coal bit) 350 

Total 

Data Sources : 

(1) The 1980 Annual Reports of the nine Regional Reliability Councils: 
' .  East Central Area Reliability Coordination Agreement, Mid-American % 

Interpool Network, Mid-Atlantic Area Council, Mid-Continent Area 
'Reliability Coordination Agreement, NorLl~east Power coordinating 
Council, Southeastern Electric Reliability Council, Southwest Power 
Pool, Eleckric Reliability Council of Texas, and Western Systems 
Coordinating Council. 

(21  Irlventory of .Po"erplan't in 'the Urii.ted States. Energy Information 
. Administration, U.S. Department of Energy. DOE/EIA-0095(79). 
December, 1919. 

(3) .  Additions to Generating Capacity 1979-1988 for the Contiguous 
United States. Economic Regulatory Administration, U.S. Department 
of Energy. DOE/ERA-0020. October, 1979. 



APPENDIX G t 

April  17, 1980, Federal  Register  

Notice and ERA l e t t e r  t o  u t i l i t i e s  

- --- 
DEPARTMENT.OF ENERGY 

Economic Regulatory Administration 

Report t o  Congress  on  the  Study of  
Compliance Problems of Small Electric ' 
Utility Systems With the  Powerplant 
and  Industrial Fuel Use Act of 1978 

AGENCY: Economic Regulatory 
Administration. Department of Energy. 
ACTION: Public meeting and request for 
comments. 

SUMMARY: Section 744 of the Powerplant 
.and Industrial Fuel Use Act of 1978 
(FUA or the Act] requirgs the 
Department of Energy (DOE) to conduct 
a study of the problems of compliance 
with the Act experienccd by electric 
utilities with a total system generating 
capacity of less than 2.0no MW. The 
study will concentrate on the special 
difficulties that utilities may face in 
co~nplying with the FUA prohibitions 
against the use of natural gas and/or oil. 
that are a consequence of their small 
size, and will'identify possible technical. 
regulatory, or legislative remedies. 

DOE invites interested persons to 
provide information, views, and 
comments and/or to attend a public 
meeting regarding this study. DOE will 
consider comnielits received and make 
such modifications a s  appropriate 
before submitting a final report to 
Congress. In addition (unless otherwise 
r e q ~ ~ ~ s t n d  hy t h ~  cnmmpntnr),.nOE will 
append to the final report a copy of each 
set of comments. 
DATES: Written comments must be 
received no later than May 23.1980. A 
public meeting will be held on the 
following date and location: May 15. 
1980. Dallas. Texas. Downtown Federal 
Office Building, Room 7A23. 1100 
Commerce Street. Dallas. Texas 75235. 

The meeting will commence a t  930  
a.m. local time. Persons wishing to make 
a presentation are requested to bring six 
copies of their statement to the meeting 
location. Persons who notify in advance 
any of the persons listed below will be 
scheduled first, followed by others wit11 
prepared comments. All persons 
attending the meeting will then have an  
opportunity to participate in an informal 
discussion with the study.team. 
ADDRESSES: Send written com~nents  to: 
Small Utilities Study. Office of Utility 
Systems. Department of Energy. Room 
4002. 2000 M Street NW.. Washington, 
D.C. 20461. 
FOR FURTHER INFORMATION CONTACT: 
Alan' W. Starr. Division of Power Sllpply 

and Reliability. U.S. Department of 
Energy. 2000 M Strcct. NW.. 
Washington. D.C. 20461. (202) 653- 
3903. 

lohn H. iYilliams. Division of Power 
Supply and Reliability. U.S: 
Department of Energy. 2000 M Street 
NW.. Washington. D.C. 20461. (202) 
653-3899. 

Lana Ekimoff. Division of I'otver Supply 
and Reliability. U.S. Department of 
Energy. 2000 M Street NW.. 
Washington. D.C. 20461. (202) 653- 
3899. 

Pat Rooney. Office of Fuels Conversion, 
U.S. Department of Energy. 2000 M 
Street NW.. Washington. D.C. 20461. 
(202) 254-9795. 

SUPPLEMENTARY INFORMATION: 

Background 
The Powerplant and Industrial Fuel 

Use Act of 1978 ( N A )  prohibits the use 
of ~e t ro l eum and natural aas  in certain 
new [generally, anv unit which began 
const~uction after November 9.1978) 
powerplants, prohibits the use of the 
natural gas in certain existing 
powerplants after 1990, limits gas 
consumption by certain powerplants 
before 1990 to the average yearly 
proportion of natural gas which such 
powerplant used a s  a primary energy 
source in calendar years 1974-1976, 
allows the Secretary of Energy to 
prohibit, by order. the use of petroleum 
or natural gas, or both. in certain 
existing powerplants, and restricts the 
increased use of petroleum by certain 
existing powerplants unless a permit is 
issued by the Secretary authorizing such 
use. Generally, the act covers boilers. 
combined cvc!e, and combus!ivn turbine 
units whose fuel input design capability 
exceeds 100 million BTU per hour, which 
corresponds to approximately ten 
megawatts of electrical output. In some 
cases, units a s  small a s  five megawatts 
would be covered by the Act. 

Section 744 of FUA requires that the 
Secretary of Energy conduct a study, to 
be reported to Congress by November 
1980. of the problems of small electric 
utilities (less than 2.000 MW in total 
system generating capacity) in 
complying with the act. The study will-. 

(1) Identify the small utilities likely to 
have difficulties in complying with FUA. 

(2) Perform case slurlies for a 
representatives sample of utilities. 
analyzing a variety of compliance 
strategies. 

(3) Estimate the likely contribution of 
various technologies (available now or 
In the dear future) for using coal or 
alternate fuels on a scale compatible 
with sniall utility operations. 

(4) Evaluate the i~~st i lu t ianal  
orrongenienfs that would enable small 
utilities to share in the use of large scale 
powerplants (e.g., joint action agencies. 
joint ownership. generation and 
transmissibn cooperatives, or power 
purchases). 

(5) Develop overall conclusions 
concerning- 

(i) The nature and extent of the 
special pro!~lems FUA presents to smau 
utilities. 

(ii) Administrative, procedural, or 
legislative changes to FUA that could 
alleviate these problems. 

(iii) Other Federal or state aclions that 
could improve the ability of small 
utilities to reduce their dependence on 
oil and gas. 

Request for Information 
In order to assure that this study will 

cover the full range of problems that 
FUA imposes on small utilities a s  well 
a s  the full range of strategies that small 
utilities have considered for d e a l i q  
with these problems. DOE invites 
comments from small utilities and.other 
interested parties on the following 
subjects: 

(1) Impact of FUA on a specific 
utility's operating and development 
plans, and possible strategies for 
complying with the Act. 

(2) Technical and financial feasibility 
of using coal, either in new boilers or by 
converting existing boilers, on a scale 
compatible with the small utility. 

(3) Experience (successful and 
unsuccessful) in using (or considering 
the use of) unusual alternate fuels such 
a s  coal-oil mixtures, lignite, wood urban 
waste, peat, geothermal, or small hydro. 
or unusual technoligies such a s  fluidized 
bed, gasifiers, compressed air storage. 
fuel cells, wi ld  or solar. 

(4) Attempts to develop local 
opportunities for cogeneration. 

(5) Specific problems involving the 
process for obtaining exemptions under 
the Fuel Use Act. 

(6) Problems (solved or unsolved) in 
gaining access to large powerplant 
projects (for example, via joint action 
agencies or via part ownership) a s  well 
a s  to needed transmission facilities. 

(7) Possible Federal (or State) actions . 
' 

that could help small utilities reduce 
their dependence on oil and gas. These 
suggestions should be separated into the 
following categories: 

(i) Changes in FUA administrative 
procedures. 

(ii) Changes in FUA,rules. 
(iii) Legislative amendments to the 

Fuel Usc Act. 
(iv) Other Federal actions, policies, or 

programs. 
(v) State actions, policies, or 

programs. 
Issued in Washington. D.C.. on April 11, 

1980. 

Howard F. Perry. 
~ c t i n g  Assisla111 Adminisl~wtor for Utility 
S~stenrs. Econonric Regulalory 
Adnrinistration. (202) 653-3.917. . 
IFU Uac.sbllWAYiled4-lBBOC15 pml 
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Department of ~ n e r ~ ~  
Washington, D .C. 20461 

This office'is c.urrently preparing a report on the problems small 
utilities (under 2,000 megawatts) are facing in c.omplying with the 
Powerplant and Industrial Fuel Use Act of 1978 (FUA).' This 
one-time-only report is required by the Act itself and will be' 
delivered by the secretary of Energy to Congress by November 9, 1980. 

We have tried by various means to assure that the study team is 
fully aware of the difficulties that smail utilities are having with 
FUA, and to solicit suggestions for alleviating these difficulties 
by changes either in the regulations or in the Act itself. The 
enclosed April 1.1 Federal Register notice described the study, 
announced a May 15 public meeting, and requested written comments. 

We have had discussions with many small utilities as well as with 
law firms, engineering consultants, and utility trade associations, 
but we have received very few written comments. We realize that 
staff and budget limitations make it ,difficult to keep abreast 
of all the statutes and.regulations affecting the utility business, 
and we understand thaL requests for voluntary comments are not 
likely to be given the highest priority. ~o<vever, we are concerned 
that lack of response by small utilities will be interpreted by 
Congress and by top Administration officials as evidence that no 
serious problems exist, and that no legislation or regulatory - 
changes are warranted. Furthermore, action to correct any particular 
problem would be much more likely to occur if the existence of the 
problem is documented by letters from a large number of utilities. 

We believe this study offers a unique opportunity to have your 
FUA problems addressed by Congress, and that it is in your interest 
to make your views on this subject known. LJe are extending the 
.deadline for comments until June 6, 1980,,and will accept comments 
in any format that is convenient for you. If you have an? questions, 
please do not hestitate to contact me (202-653-3903) or the manager 
of this study, Mr. John H. Williams (202-653-3899). 

I Sincerely, 

Alan W. Starr 
Chief, Source ~echnology and 
Economics Branch 

Division of Power Supply and 
Reliability 

,Economic Regulatory Administration 

Enclosure 
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P. 0. DRAWER 1447 18 WEST WASHINGTON AVENUE LOVINGTON, N. M. 88260 

K .  C .  M A R T I N  
Executive Vice President 

8 General Menager March 24, 1980 ' 

TELEPHONE 
(505) 396-36j 

Mr. Alan W. Starr  
Office of Utility Systems 
U. S. Department of Energy 
2000 M Street, N. W. 
Washington, D. C. 20461 

Re: Request for  Information - Section'744 of the Fuel Use Act 
. . 

Dear 'Mr. Starr :  

In response to the above referenced requeot, wc oubmit thc following: 

I. Lea County Electric Cooperative, Inc. ' s  Generating Units: 

Type - Fuel Date Installed 
16.5 MW Steam Turbine Gas/Oil 1962 
33.0 MW Steam Turbine Gas /Oil '1966 
20.0 MW Diesel Units Gas/Oil 1951-1957 

11. It i s  not considered practical tu convert the existing units to 
cval because of the size, age, design, configuration, space, 
distance to supply and transportation problems. 

, ' 111. . We a r e  considering building a 67 MW gas turbine with a heat 
recovery boiler to operate with,our existing 33 MW unit i n  a 
combined cycle system. We made several studies regarding 
this. 'l'his would decrease our heat rate from about 12,300 
BTUIKWH to about 9,-000 BTU/KWH which would result  in a '  
large savings of energy. 

We had a pre-application conference in Washington in July of 
,1979, and have worked on this continuously since then. It 
appears that a t  this t ime our only options remaining a r e  
exemptions for  1. peaking ~ u r ~ o s e s ,  and 2. providing for  
future synthetic fuel capabilities. . 

Our studies have shown that adding generation for  peaking 
purposes only would 'not be economical- -especially with the 
uncertainty of t h e  future price of gas. 
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Synthetic fuel capabilities also have some uncertainties: 
1. do we need to arrange for future sources now; . . 
2. what i f  i t  i s  not available at that time; and . . 

. . 
3. what if i t  i s  too expensive. 

W. A matter of concern i s  the possible expense involved with the 
Fuels Decision Report, especially i f  required to thoroughly 
investigate all possible sources of alternate energy. 

V. If i t  i s  not possible to develop an alternate source of. energy, 
Lea County Electric's use of i ts  generation will be,lirnited 
and i ts  investment will not be effectively utilized. 

Since rely, 

Lea County Electric Coopcrati've, hc. 

' .  E. R. Felfe ' 

Manager - Production 
. . . \ 

cc:. Mr. F. F. Stacy 
Oglethorpe Power Corporation 



NORTH CAROLINA ELECTRIC 
MEMBERSHIP CORPORATION 3333 North Boulevard 

P.O. Box 27306 
Raleigh, North Carolina 27611 
Phone (919) 872-0800 

March 27, 1980 

M r .  Alan W .  S t a r r ,  Chief 
Source Technology and Economics Branch 
Department of  Energy 
Room 4103 
2000 M S t r e e t ,  N.  W. 
Washington DC 20461 

Dear M r .  S t a r r :  

I appreciated the  opportunity t o  v i s i t  with you b r i e f l y  while you were 
a t t end ing  t h e  NRECA meeting i n  New Orleans March 2 .  

As we ind ica ted  i n  our  conversation, t h e  e l e c t r i c  cooperatives i n  

~ North Carolina a r e  ready t o  lead  the  way i n  the  development o f  pea t  as  a v iab le  
a l t e r n a t i v e  t o  the  continued burning of  fore ign o i l  t o  generate e l e c t r i c i t y .  

' 

We a r e  developing a proposal  t o  design and const ruct  a commercial-scale, p e a t  
g a s i f i c a t i o n ,  combined cycle  e l e c t r i c  generat ing p l a n t  which we bel ieve  i s  
compatible.with t h e  P.L. 96-126 program. 

Present  i n t e r n a t i o n a l  events should have erased any l inge r ing  doubts 
about the  c r i t i c a l  need t o  i d e n t i f y  and develop a l t e r n a t i v e  energy sources.  
Peat f u e l  represents  an enormous energy resource t h a t  can be brought t o  bea r  
i n  a r e l a t i v e l y  s h o r t  t ime, provided the re  is  s u f f i c i e n t  investment. The 
North Carolina E l e c t r i c  Membership Corporation i s  seeking a par tnership  shar ing  
of  the  frontTend r i s k  of  t h i s  e f f o r t .  

The f i r s t  demonstration f a c i l i t y  w i l l  be c o s t l y  s ince  it w i l l  be the  
first o f  a kind i n  o rde r  t o  has ten  the  development of t h i s  new f u e l ,  I t  w i l l  
be i n  the  na t ion ' s  and t h e  cooperat ivesf  b e s t  i n t e r e s t  t o  support f a c i l i t i e s  
t h a t  can show immediate r e s u l t s  i n  so lv ing t h e  energy problems and a t  the  same 
time reduce s i g n i f i c a n t  amounts of energy p resen t ly  produced with imported o i l .  
The r i s k  associa ted  with t h e  development of  these  f a c i l i t i e s  u t i l i z i n g  p r i v a t e  
investment could r e s u l t  i n  s i g n i f i c a n t  delays i n  u t i l i z i n g  t h i s  valuable resource.  
Therefore, we b.elieve, it is  both e s s e n t i a l  and proper f o r  the  f ede ra l  government 
t o  assume a por t ion  of t h e  f inanc ia l  r i s k  f o r  a l a rge  s c a l e  demonstration 
f a c i l i t y .  

Although the  environmental e f f e c t s  of  u t i l i z i n g  p e a t  have no t  been 
f u l l y  e s t ab l i shed ,  e a r l y  evidence is  very promising. The o v e r a l l  environmental 
cons idera t ions  appear t o  be favorable.-  When the  pea t  is  c leared  from the  .land, 
t e s t  p l o t s  i n d i c a t e  t h a t  it can be u t i l i z e d  as very productive fa? land. 
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Final ly ,  i t  has been a g rea t  disappointment and a puzzle t o  us t h a t  
following passage of  H..R. 3000 ( a b i l l  containing prel iminary funding f o r  a 
demonstration pea t - f i r ed  e l e c t r i c  generat ing p l a n t )  i n  t h e  House l a s t  year  and 
favorable repor t ing  by the  Senate Energy ,and'Natural Resources Committee, 
t h a t  DOE would severe ly  r e s t r i c t  our  a b i l i t y  t o  u t i l i z e  P.L. 96-126 funds f o r  
a l t e r n a t e  f u e l  production. In t h e i r  s o l i c i t a t i o n  n o t i c e  of  February 25 ' 

a l t e r n a t e  f u e l s  "would not  include producing energy from the  d i r e c t  burning 
of  any o f  the  above resources . .  . I t '  (such as p e a t ) .  For th?s  reason we have 
decided t o  evaluate  the  meri ts  o f  the  pea t  g a s i f i c a t i o n  process,  u t i l i z i n g  
a'combined-cycle .generatf ig u n i t .  

Our na t ion  needs t h i s  v i t a l  energy source. We a r e  ready t o  share  the  
r i s k  of  proving i t s  usefulness t o  our country. Any support o r  a s s i s t ance  you 
and your col leagues 'can  lend t o  these  worthwhile e f f o r t s  w i l l  be most appreciated.  

S incere ly ,  

%-+& : .  

/ / ~ & n e s  M. Hubbard 2 w -  
Executive Vice Pres ident  
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M r .  Alan W. S t a r r  , .  . 

Office o f  U t i l i t y   sterns 
U. S. .q,epar.tment of Energy 
2000 M Street . ,  N.W. . . 

Washington, D. C.  20461 

Dear Mr. S t a r r :  ' .  

l 'his l e t t e r  is i n  response t o  our March 2,  1980 meeting i n  t h e  Marriot t  
Hotel i n  New Orleans, Louisiana. A s  indica ted  t o  you during t h a t  meeting, 
a s  Chairman of the  Technical Advisory Committee of t h e  National GET Mana- 
ge r s  Association, I surveyed t h e  GGT Managers t o  determine problems i n  
compliance with Section 744 of t h e  1978 Fuel Use Act. Due t o  t h e  l imited 
time permitted,  i n  complying with your April 1, 1980 deadl ine ,  only a few 
systems were a b l e  t o  respond. 

The following b r i e f l y  summarizes the  i s sues  of  concern expressed i n  t h e i r  
response : 

A. The major d i r e c t  problems encountered with the  1978 Fuel 
Use A c t  appears t o  be i n  t h e  a r e a  of i n t e r p r e t a t i o n  of 
t h e  regula t ions .  

B. I t  appears t h a t  procedural problems with D . O . E . ' s  regu- 
l a t i o n s  and incent ive  f u r  use of  alternate f u e l s  a r e  
mainly with t h e  scheduling. Those systems who a r e  being 
a f fec ted  fee l  chat even with an acce.lerated program, they 
are quest ioning t h e i r  a b i l i t y  t o  meet the  1990 deadline 
i n  the  Act. 

U. In  the  a rea  of  using innovative technologies with o ther  
f u e l s ,  many systems have indicated t h a t  they have s tud ies  
underway, but f e e l  t h e r e  may b,e some d i f f i c u l t y  i n  t h e  
i n t e r p r e t a t i o n  a s  t o  what is  a l t e r n a t i v e  f u e l s .  One o r  

t w o  of  t h e  systems have expressed i n t e r e s t  i n  coal  g a s i f i -  
ca t ion,  wood pulp and methane gas. 

An Electric Membership Cooperative 
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I regre t  t h a t  I was unable t o  provide you with more information. The 
GGT Technical Advisory Corivnittee does have t h i s  on t h e i r  agenda f o r  
t h e i r  April 20, 1980 meeting. 

From the  responses received from t h e '  GETS, those systems t h a t  a r e  
an t i c ipa t ing  d i f f i c u l t y  i n  compliance with the  1978 Fuel Use.Act have , )  . 
already been i n  contact  with you and expressed t h e i r  concerns. . . 

Should the re  be any fu r t he r  information t h a t  develops from our April 20 
meeting, we w i l l  immediately forward it on t o  you. 

' 

If you f e e l  t h a t  I can be of any help  t o  you i n  t h i s '  endeavor, p lease  
do not  h e s i t a t e  t o  contact  me. 

Very t r u l y  yours, 

General Manager 
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chis field-erectad unit in place by that date, Thue, B u m  d Mamall 
racogalaes that Uait No, 3 would, 1Ln all probability, be cheeafied rn 
new should such a requeet for c las i f  Scation be eof k i t e d *  

Aa a new et1ectrPc pmerplaut, Unit No. 3 fs subject to t:ha ~anerel 
prohibition of BtZe X I  of the Act.  TPtle, If, Subport A, SBC 201, (1) 81 
(2) stater 

(1) "natural g9e or pscroleum sha;LI not be used se a grirmarp 
energy source i n  any new eleotflc pawerplmti mad 

(2) no new +saeric powerplant may be conetntcaed w4thout the 
eatpabilPty t o  use cotaf, el: aa9 other alterasfe fuel ss a 
primary enQrgy su.rsrca." 

Unit lo. 3,  a t  the Thaw MU Generating Station, w i l l  use coal as its 
pdmrary energy @ouroer and alearly, when sprprsrtllgael, w U 1  ba in 
cwllmca with tbe afommenti~t~d p ~ o h i b i t l l o ~ .  h a 1  oil, w h a  U B Q ~  
in tMs  unit, wIU not oomtitum at priBtQrg auergy ewece rand w & l l  be 
ueed solely for atazt-wp and O l e i ~ e e  s t a b i l f t y ,  Such a uea of  fuel oil 
I s  a%low&le ;under e h ~  def iniefcsn ~f ,primary eneqy eozlrcse as aired on 
Pegc 28561 of the May 15, 1999 BedetP1 Bs&eer~, T b h  t(bi!esenw &Eae;QBt 

"Primary energy ssurce ~arrenar the Euea sr fueh u e d  by aa 
e d t i n g  or new electPdc p(3ippappbmt; OH ~ ~ Q I F  bwl-bilmAng 
ins tallatf m, except -- 

(I) Mnbwm amwnrs of fuel not t o  exaead 5 perearnti of the un%0's 
current year output t~quflzed for ua%t ignit;im, startup, 
testing, il&m atabU9srtion and caatzol tlbiea ( t ~ i a ) ~  .,w 

lhus, the mfsalnum ammunte sf guel o a  uscad in the 670 HW cm54l ted  
unit would mc be  considered aer a priglglry energy souraa when t i e d  eC ern 
mount which do- not exmsld 5 ps'twnt 430 tber aaaibts hcaet i ~ u t *  

'Ehe two of)],-fired auaflllbiry boiPerra a t  h i r  MQ* 3 wSU1 be w e b  we fohlovsa 

1, M a  boi lex avmb~~tlm air preheat during etartrup o f  &he 
mein Beiler unit (andl dwAzb(3 law load o p t u r a t ~  If xcsgrdreb), 

2,  Seer- a tem f a  man  bslt9er $md p q  twbh dktoer, 
3. CQades@@r s parginrg fez warmup of aom&meate dud% a tarwp, 

and, 
4, BuSPdw heat requLreB only w h e ~  both tba iada tatbtt a& the 

eldating Ihifm 1&2 ae ehsl plant a m  OW$ OP a@~.viee? and can80 
p m d d e  e t a m  ftlQw! f o p  bpadaang baae* \ 
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&e sum of the  fuel of1 used both i n  Unit No. 3 etartup and in the 
mlrxfliaw bofXar w f f l  noo; excaled 5 percent o f  Unit 240, 3'8 annual lstu 
hput. hrtbcar, the auxiliary boilera and the g e d n  boiler ara wholly 
interrelated in chat tba presence of one nceeaseitacas the prcanroncs of 
the other. It is inconcefveble that at  the 'fbma8 I3111 Cenceraxt&og Seation, 
Unit P3o. 3 would be ~ o o ~ d  upon as a eaprctsae facility f ru~) its auxf Uary 
boilere, me reverse is a- true, 

Tiowever, under tba h a 1  Use Act: as we understand i t ,  tha auxiUary boOlarsr 
o m  not consldemd as cia integral part of the pousrrplane, but as separate 
raqjor f tal-burning ixmrallaitfonar. Title I, Sac 103, (a), (lo), (A) e tatas: 

'%e tern major f -1-btarnia~-lmtall~ttPQn ;urd fasttP33af fon 
man ea staehaary m;bt e o a a h t b q  c lL  r biAIur, gi+m tdirre  
uuit, eorabinad eyela unitb or interns1 cmbusdun c;tn$in& 
w h f c 8  -- (i) hae a desigp capability of coxlstmixng any f ual (or 
gixtures eherof) at a ftadal heat iorpxce rate of 100 dllltaa ~ t d e  
per hour ot greater; or..." 

b c a w e  of th is  d a f l d t i o n ,  we understead ehar tha two awlliarrp boihrs  
for Utsfr 240, 3 ,  which hawe aaximm fuel heat inpue: rates af 158 nU1h 
Btu'e per hour and which w e r e  contracted for on Bovmber 30, 1978, aw, 
cLaosffiad as nm major fuel-burnin~ ithsralhrhn. 

It ia Bunr;~a h Wormell's cowi&md opinion that BU& OI designatdon i s  
wholly raisleadiog and incowfst4me w i t h  the  ivbtrtnt of the Furs1 Use Act. 
&Xrtic, b r  is Wltsaddug to vim tlaea auxlllerp t ~ f l e r s  se separate 
facrilitlebp. Sacaad, i t  is ft3coareietent with  the intent o f  the h a 1  Use 
Aas to dapasa burdemsana~ f %ling, rsqulxaimnts t o  sacurn aP;twiaraws, 
thmu@a Ttt ;Ls  f 1, S t b t l t I c  B, of fuel af l far use in the aU;ltfXfgry bQjiIe19, 

Ve bel ieve t h e m  au-hry ballets should be cfwssified aer s part of anill 
noc eeyara&% $ram chiat naSn boilex b~aaawe t h y  w i l l  be wed prfnaarily for 
unff B tatup and i n  coeibtnlactm vdtb fuel ail, a Umed in the main uate, 
the  total fuel oPl heat input w f l l  uros $.xcoed an ortluual 5 pereaat of t b  
uafn be-rgs Pieat  input, We .request; that sudk 8 Pawreble. iatcarpmtatbn 
be rendered for Unit IYo, 3 at: Associacad Electria Cooperative's Thdr~ee 
Hill Generating StcrtAon. 





NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION ' 
1800 Massachusetts Avenue, N.W. 
Washington, D.C. 20036/202-857-9500 

D r .  ~ o h n  H .  Williams 
Small U t i l i t i e s  Study 
Off ice  of  U t i l i t y  Systems 
Department . of Energy 
Room4 0 0 2 
2000 M S t r e e t ,  N.W. 
Washington, D.C. 20461 

Dear D r .  W i l l i a m s :  

Th is  l e t te r  i s  t o  confirm my comments made a t  t h e  p l ~ h l i c  
meeting held  i n  Uallas, Texas on May 15,  1980 concerning Sec- 
t i o n  744 of  t h e  Powerplant and I n d u s t r i a l  Fuel  U s e  A c t  o f  1978. 

I n  your d i s cus s ions  wi th  u t i l i t i e s  regard ing  t h e  Sec t ion  
744 s tudy l  many r u r a l  e l e c t r i c  coopera t ives  have expressed 
t h e i r  b e l i e f s  t h a t  i f  they  w e r e  a b l e  t o  c o n s t r u c t  t h e  planned 
nuc l ea r  powerplants,  t h a t  t h e  Fuel  Use Act would n o t  be  a s  
g r e a t  a problem t o  many of  them a s  it p r e s e n t l y  is.  

I .would a p p r e c i a t e  it i f  t h e s e  concerns on t h e  develop- 
ment o f  nuc l ea r  powerplants a r e  inc luded  i n  your November 1980 

' r e p o r t  t o  Congress. 

S ince re ly ,  . 

Richard W. S te rnberg  
b'uels Coordinator  



ROBERT H. BUNTING SECRETARY/TREASURER WILLIAM G. PARKER PRESIDENT F . C . LUEDTKE VlCE PRESIDENT 

JAMES E. MONAHAN 
EXECUTIVE VlCE PRESlDENl 
AND GENERAL MANAGER 

. .  . .' 
The Brazos System 

Brazos Electric Power .Cooperative, lnc . 

May 19, 1980 

Small U t i l i t i e s  Study 
Office of U t i l i t y  Systems 
Department of Energy Room 4002 
2000 M S t r e e t ,  N.  W. 
Washington, D. C.  20461 

\ 

Gentlemen: 

In ,response t o  the  Economic Regulatory ~ d m i n i s t r a t i o n ' s  request  f o r  the  com- 
' 

ments'of small u t i l i t i e s  on the  Powerplant and Indus t r i a l  Fuel Use Act of 
1978, we have reviewed the  ant ic ipated economic and operational  impacts of 
t h i s  Act on. us ,  our customers and system and have reviewed our experience with 
'compliance, t o  date .  We appreciate the  Id res igh t  which the  Congress showed i n  
authorizing t h i s  study of. compliance problems. 

BRAZOS GENERATION PLANTS AND FUEL . 

Brazos E l e c t r i c  Power Cooperative, Inc. is  a small e l e c t r i c  u t i l i t y  which 
provides generation and transmission f o r  nineteen member r u r a l  e l e c t r i c  
cooperatives i l l  55 c e r ~ t r a l  and norrh Texas counties.  The member cooperatives 
whom we serve provide e l e c t r i c  service  t o  approximately 135,000 r u r a l  homes 
and customers. Brazos' 490 megawatts of self-generated capacity come s o l e l y  
from power p lan t s  which were designed f o r ,  and a r e  f i r e d  by, na tu ra l  gas. The 
system has a liniited capab i l i ty  t o  burn o i l .  The remaining power requirements 
come from purchases and from two small, dedicated hydroelect f ic  p lan t s .  

Our th ree  newest, and l a r g e s t ,  steam e l e c t r i c  generating u n i t s  comprise our 
R. W. Mi l ler  Power Plant  and have an average age o f s 8  years.  When the  Act 's  
s t r ingen t  prohibi t ions  become e f f e c t i v e  i n  1990, the  average age of these 
u n i t s  w i l l  be only 18 years,  l e s s  than h a l f  the  40-year useful  l i f e .  Our 
North Texas Power Plant  u n i t s  w i l l  have an average age of  30 years i n  1990. 
Our t h i r d  p lan t ,  the  W. R. (Bob) Poage Plant ,  i s  approaching t h e  end of i t s  
useful  l i f e  and i s  not impacted mater ia l ly  by the  Fuel Use Act. 

Brazos 'has taken s t eps  t o  obtain a d ive r s i f i ed  system fue l  mix. We have con- 
t r a c t e d  f o r  approximately h a l f  the  capacity of t h e  400 MW.San Miguel Lignite 
Plant which w i l l  go on l i n e  i n  1981. The Cooperative's i n i t i a l  share of t h i s  
p l a n t ' s  output is 270 megawatts; the  u l t imate  share i s  200 megawatts. We own 
87.4 megawatts of t h e  nuclear Comanche Peak Steam E l e c t r i c  S ta t ion ,  divided 
equally between i t s  two u n i t s  which w i l l  become operational  i n  1981 and 1983, 
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r e spec t ive ly .  Because we a r e  a small u t i l i t y  j u s t  beginning t o  d i v e r s i f y  our 
. fue l  mix, our n a t u r a l  gas p l a n t s  w i l i  s t i l l  be important t o  us  f o r  the  remain- 
der  of t h e  century,  and beyond f o r  t h e  Mil ler  P lant .  Their  use i n  l a t e r  years  
w i l l  s h i f t  from base load t o  intermediate load, and l a t e r  t o  t h e  l e s s  f r e -  
quently used, but  equal ly  important,  peaking and backup reserves  f o r  emergency 
and scheduled outages. 

. - 
I f  we a r e  unable t o  use these  units,we and our r u r a l  customers a r e  faced with 
t h e - h i g h l y  uneconomical a l t e r n a t i v e s  of . . 

o converting our p l a n t s  t o  coal f i r i n g  

o docommissioning t h e  n a t u r a l  gas p l a n t s  well  before the  
end ,of t h e i r  useful  l i f e  and bui.l.dj,ng new p l a n t s  

I 

o purchasing power from o the r  u t i l i t i e s  

There a r e  p resen t ly  s u f f i c i e n t  upward pressures  on e l e c t r i c  r a t e s  t o  war ran t .  
avoidance of  o ther  f a c t o r s  which w i l l  burden our r u r a l  customers. . 

A s  t h e  Brazos system grew, using t h e  most economical f u e l  source, t h e  Cooper- 
a t i v e  secured long-term f u e l  con t rac t s  t o  ensure an adequate and r e l i a b l e  
power'supply f o r  our r u r a l  customers. Consequently, Brazos h a s ' n a t u r a l  gas 
c o n t r a c t s  with over 85 individual  producers t o  purchase gas a t  the  wellhead, 
on a take-or-pay b a s i s ,  such con t rac t s  being e f f e c t i v e  u n t i l  1993. Further-  
more, t h i s  gas i s  gathered and t ranspor ted  through p ipe l ines  which were 
financed and b u i l t  s p e c i f i c a l l y  t o  serve  our p l a n t s .  While t h e  Fuel Use Act 
provides some r e l i e f  from f u e l  cont rac tual  burdens, it provides none from t h e  
investment a s soc ia ted  with t h e  p ipe l ines .  

The composition of our system was determined by t h e  economics of the  time. 
The p roh ib i t ions  o f  t h e  Fuel Use Act present  Brazos with an imbalance i n  t h e  
equation of r e l i a b i l i t y  and c o s t  t o  t h e  u l t ima te  consumer. 

i a 
COMMENTS ON FUEL USE ACT 

Brazos p a r t i c i p a t e d  i n  t h e  May 15;,l980 publ ic  meeting i n  Dallas ,  Texas 
regarding t h e  impact of t h e  Fuel Use Act on small u t i l i t i e s .  In addi t ion  
t o  t h a t  p a r t i c i p a t i o n ,  we wish t o  o f f e r  t h e  foll'owing written.comments 
which a r e  d i rec ted  t o  ameliorat ing t h e  economic impact of Fuel Use Act on 
our u l t ima te  consumers: 

Sect ion 103 (a) (18). We f e e l  t h a t  t h e  d e f i n i t i o n s  of "peak load 
powerplant" and "intermediate load powerplant" a r e  u n f a i r l y  r e -  
s t r i c t i v e  on a system with a low load f a c t o r ,  such as  ours. Brazos' 
load f a c t o r  has averaged s l i g h t l y  l e s s  than SO%, with l i t t l e  devi- 
a t ion ,  f o r  t h e  p a s t  10 years .  Our recent  load fo recas t  ind ica tes  
t h a t  t h e  load f a c t o r  w i l l  tend t o  decrease i n  t h e  future;' ~ h ' e r e f o r e ,  
we f e e l  t h a t  these  d e f i n i t i o n s  should be t i e d  t o  the ,sys tem load 
f a c t o r  r a t h e r  than .be ing  s t a t e d  i n  absolute  terms. il l imi ta t ion-on  
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t h e  use of  our p l a n t s  f o r  intermediate and peaking purposes w i l l  
have an adverse e f f e c t  on an economic d ispatch  operat ion.  

Sect ion ' 301 (a) (1) . We a r e  completely i n  concurrence with Senator 
Boren's B i l l  S-2335 which is  a t tached.  This amendment gives f u l l  
recogni t ion  t o  t h e  needs of a small e l e c t r i c  u t i l i t y  which d id  not  
have a d i v e r s i f i e d  f u e l  mix i n  t h e  mid-1970's. I t  allows us t o  
make economic decis ions  on f u e l  and t h e  composition of  our system 
a s  we reduce our dependence,on n a t u r a l  gas. I t  a l s o  enables us  t o  
avoid t h e  onerous p e t i t i o n i n g  and pe r iod ic  r epor t ing  which a r e  
p resen t ly  i n t e g r a l  p a r t s  of t h e  Fuel Use Act. 

Section 301 (a) (3) .  In t h e  e a r l y  and mid-19701s, Brazos p e r i o d i c a l l y  
used small  q u a n t i t i e s  of o i l  i n  i t s  Mi l l e r  and North Texas p l a n t s  dur- 
ing  gas cur ta i lments  and f o r  t e s t i n g .  Since some of t h a t  usage 
occurred during t h e  3974 1976 base per iod ,  we a r e  henceforth 
required t o  burn some o i l  t o  be i n  compliance with t h e  Act, unless  we 
obtain an exemption. I t  does not  appe.ar t o  be i n  t h e  na t iona l  i n t e r -  
e s t  nor i n  t h e  i n t e r e s t  of our consumers t o  mandate t h e  use of o i l  
p a r t i c u l a r l y  when our p l a n t s  a r e  designed f o r  gas and gas i s  i n  ample 
supply. We f e e l  t h a t  t h i s  c l ause  of  t h e  Fuel Use Act should be . 

modified. In t h e  meantime, we have applied f o r  a temporary Publ ic  
I n t e r e s t  Exemption f o r  a two year  period which our p ro jec t ions  i n -  
d i c a t e  t o  be a per iod  of high, requi red  o i l  usage. That w i l l  leave 
us with t h e  opportunity t o  p e t i t i o n  another 3 . y e a r s  of temporary 
Public  I n t e r e s t  Exemption from burning o i l  a t  a l a t e r  time. 

' We.would l i k e  t o  cmphasizc t h a t  Brazos, and most e l e c t r i c  u t i l i t i e s ,  
have had extreme d i f f i c u l t y  i n  p ro jec t ing  load growth s ince  t h e  Arab 
o i l  embargo. That d i f f i c u l t y  compounds t h e  development of  a s t r a t e g y  
on planning when t o  use t h e  l imi ted  dura t ions  of exemptions and what 
exemptions t o  use. With our small S t a f f ,  . t he  problem was complicated. 
We were unable t o  .reach a s a t i s f a c t o r y  reso lu t ion  on t h e  use of t h e  

' T i t l e  V,  System Compliance Option, versus t h e  temporary and permanent 
exemptions t o  determine which approach minimized t h e  impact on our 
r u r a l  consumers. The opportunity t o  use  T i t l e  V expired on January 1, 
1980. " We comment on t h i s  i s s u e  under Section 501 (b) .  

Sect ion 312 ( g ) ( l ) .  The Fuel Use Act does not  make provision f o r  a 
permanent exemption which would allow Brazos t o  use i t s  Mi l l e r  Plant  
u n i t s  a s  intermediate load power p l a n t s .  I t  r e f e r s  only t o  p l a n t s  
subjec t  t o  p roh ib i t ions  on t h e  use of  petroleum under Section 301. 
Furthermore, t h e  condit ions a s soc ia ted  with t h i s  exemption a r e  
mutually exclusive f o r  a u t i l i t y  which was wholly dependent on gas 
during t h e  base period spec i f i ed  by t h e  Act. In t h e  var ious  
ca tegor ies  of  e l e c t r i c  u t i l i t i e s ,  r u r a l  e l e c t r i c  cooperat ives have 
h i s t o r i c a l l y  had higher growth r a t e s .  This c h a r a c t e r i s t i c ,  and t h e  
extens ive  dura t ion  required t o  gain permits  and const ruct  new gener- 
a t i o n  capaci ty ,  may leave Brazos needing t o  purchase power i f  it 
cannot have an exemption f o r  intermediate load power p l a n t s .  
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Section 312 (g)( l ) (D) .  The requirement t o  maintain a n e t  f u e l  heat  
input  r a t e .  (a  measure of how e f f i c i e n t l y  a  p lan t  uses i t s  f u e l )  a t  o r  
l e s s  than 9,500 BTU1s per  k i lowat t  hour- i s  not  r e a l i s t i c .   he- August 
1979 addi t ion  of  E l e c t r i c  Light & Power shows only one investor-owned 
u t i l i t y  f o s s i l - f i r e d  bo$ler ,  i n  t h e  e n t i r e  na t ion ,  which be t t e red  t h i s  
l i m i t  i n  1978'. I t  a l s o  reported t h a t ,  "Power p lan t  e f f ic iency con- 
t inued  i t s  long-term dec l ine  i n  1978." 

Section 501 (b). For those  u t i l i t i e s  which have not  f i l e d  a plan t o  
use T i t l e  V, System Compliance Option, we propose t h a t  an add i t iona l  
year  be made ava i l ab le .  The evaluat ion and s t u d i e s  requi red  f o r  t h i s  
option a r e  no minor undertaking f o r  a  small e l e c t r i c  u t i l i t y .  

Sect ion  501 (b)(4) .  E i the r  o f  t h i s  paragraph's  l i m i t a t i o n s  on the  
use of  n a t u r a l  gas i s  highly r e s t r i c t i v e  f o r  a  u t i l i t y  which was 
t o t a l l y  dependent on n a t u r a l  gas during t h e  base period.  The r e -  
s t r i c t i o n  e f f e c t i v e l y  blocks use  of t h e  System Compliance Option. . 

We understand t h a t  our comments w i l l  be t r ansc r ibed  verbatem i n  your r epor t .  
We apprec ia te  having t h i s  opportunity t o  make them because we a r e  very con- 
cerned about t h e  impact of  t h e  Fuel Use Act on t h e  r a t e s  which our r u r a l  
customers must bear .  

Very t r u l y  yours, 

James E. Monahan 
Executive Vice Pres ident  
and General Manager 

t 

JEM : FMB : lr 
Attachment , -  

I I 



3r. S o r e n  introduced t h e  f o l l o u i r ! ~  bill ; uhlch  v a s  read twice 
and re'f erree' to  ' l t h e  Committee cn, ' - ' 

A B I L L  

To anend t h e  Powerp lant  ar?d I n d u s t r i a l  F u e l  Use Act to  p r o v i d e  

extend provisions r e l a t l ~ g . t o  n a t u r a l  gas. 

1 , - , 9 ~  enacted by tbg Se!?ate and Ycuso cf S e ~ r e s ~ n t a t i v e s  

2 of - tho --- U n i t e d  S t a t e s  gg m e r i c a  _I.n Conaress asserrbled , .  T h a t  

I 4  3 s e c t i o n  301 ( a )  ( 1 . )  of the Pcwerplant  and. I n d u s t r i a l  Fuel Use 

4 Act of 1978 1s m e n d e d  by i n s e r t i n g  "unless s u c h  p c w e r p l a n t  

5 used n a t u r a l  gas a s  a prlmary e n e c q y  source a t  any tlse 
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Small Utilities Study 
Office of Utility Systems 
Department of Energy 
Room 4 0 0 2  
2000 M Street, N.W. 
Washington, D.C. 20461 

Gentlemen: 

RE: Section 744, Powerplant and Industrial 
Fuel Use Act of 1978 

By notice of April 11, 1980 [45 Fed. Reg. 26119, April 17, 
19801, the Economic Regulatory Administration, through the 
Acting Assistant Administrator for Utility Systems, announced 
plans to conduct the study required by section 744 of the 
Powerplant and ~ndustrial Fuel Use Act of 1978 (PIF'UA) . tihe 
purpose of this study is to identify problems which small 
generating utilities (having installed capacity of 2,000 
megawatts or MW or less) are likely to have in complying 
with the requirements of that Act. Comments were requested 
to bc filcd on or before April 23, 1980, 8nilt.h Texas Elec- 
tric Cooperative, Inc. and Medina Electric Cooperative, 
Inc. (hereinafter jointly referred to as STEC/P.IEC, through 
their undersigned counsel, submit the following comments in 
response to ERA'S April 11, 1980 notice. 

STEC/MEC presently do not anticipate having to endure 
any significant dislocation in order to-comply with the re- 
quirements ofPIFu%. This belief is squarely predicated, 
however, on the occurence'of certain events peculiar to 
STEC/MEC. In particular, STEC/MEC expect to begin purchasing 
sizable quantities of power and energy from two sources in 
the early 1980's. One of these sources will consist of a 
pair of federal hydroelectric projects located on the 



~ i o '  Grande River. STEC/MEC have entered into a long term con- 
tract with the United States qovernment relative to this power 
output, but, until the powerplants have been constructed and 
delivery of power has commenced, there is always the possibility 
of delay. STEC/MEC1s second source of new power will be a 

. . large, lignite-fired generating facility known as the San 
Miguel Project, currently uncer construction in south-central 
Texas. Here again, STEC/AMEC have no reason to believe that, 
the in,-service date for this project will slip significantly.' 
However, there is always that possibility. 

In view of the danger that unforseen circumstances will 
cause disruption in the construction schedules of either of 
these two projects, STEC/MEC are presently unable to state 
with certainty that they will be able to strictly comply 
with the oil/gas phase-out requirements of PIFUA. Should'cir- 
cumstances occur which lead STEC/MEC to conclude that they 
will in fact not be able to so comply, STEC/mC will notify * ' 

ERA and request relief as appropriate. 

If you have any questions or comments concerning the 
statements set forth above, please contact the undersigned, 
or the General Managers of STEC and/or MEC, whose names and 
addresses are listed below. 

Very truly yours, 

MCDERMOTT, WILL 61 EMERY 
1101 Connecticut Avenue,' N.W. . . 
Suite 1201 
,'Washington, D.C. 20036 . . 

ATTORNEY FOR: 
cc: W. S. Robson 

General Manager South Texas ~lectric Cooperative, Inc. 
.' - ..,, South Texas Electric and --_. 

'--...Cooperative, Inc . Medina E1ectr.i~ Cooperative, ~iic..' 
~oute 6, BuiXding 102 
Victoria Regional Airport 
victoria, Texas 77901 l 

.. 

Mr:L.E. Gross . .  . 
' ' General Manage'r . 

MedinamElectric Cooperative, Inc. 1 . . 

2308 18th Street 
Hondo, Texas 78861 . .  . 



WESTERN FARMERS ELECTRIC COOPERATIVE 
Post Office Box 429 Anadarko. Oklahoma 73005 

405-247-3351 

June 2, 1980 

M r .  Alan W. S t a r r  
Chief,  Source Technology and Economics Branch 
D i v i s i o n  o f  Power Supply and Re1 i a b i l  i ty 
Economic Regulatory Admin is t ra t ion  
Department o f  Energy 
Washington, D. C. 20461 

Dear M r .  S t a r r :  

Th is  i s  i n  re ference t o  your l e t t e r  o f  May 22, request ing us t o  r e p o r t  
on any problems t h a t  we may be having associated w i t h  the  Powerplant and 
I n d u s t r i a l  Fuel Use Act  o f  1978. 

Western Farmers c u r r e n t l y  operates 71 8 MW o f  gas-f  i red  generat ing equi pment , 
approximately 2312 m i l e s  o f  h igh  vo l tage t ransmission l i n e  and makes 
e l e c t r i c  power and energy a v a i l a b l e  t o  approximately 165,000 r u r a l  consumers. 
I t  has under cons t ruc t i on  a  376 MW c o a l - f i r e d  generat ing p l a n t  t h a t  i s  
expected t o  come on t h e . l i n e  i n  1982 and i s  a  p a r t  owner i n  the  Black Fox 
Nuclear P lant ,  which was o r i g i n a l l y  t o  come on the  l i n e  w i t h  U n i t  1  i n  1985 
and w i t h  U n i t  2  i n  1987. Black Fox has n o t  received a  cons t ruc t i on  work 
permi t  which i s  pending before  the  Nuclear Regulatory Commission and I t  has 
been necessary t o  r e v i s e  the  expected complet ion dates t o  1987 and 1998, 
respec t i ve l y .  

P r i o r  t o  enactment o f  FUA, we s t a r t e d  an o r d e r l y  expansion p l a n  t o  move 
away from so le  r e l i a n c e  on na tu ra l  gas as f u e l  f o r  our generat ing p lan ts .  
The l a r g e s t  problem associated w i t h  FUA i s  t h a t  i t  d i c t a t e s  ac t i ons  tak ing  
p lace i n  s p e c i f i c  amounts a t  s p e c i f i c  times, and completely ignores any 
economics associated w i  t h  the  probi  em. We have had an engineering study 
prepared eva lua t ing  t h e  var ious p lans t h a t  might  poss ib l y  be fo l lowed i n  
f u t u r e  development. System compliance p lans d i c t a t e d  by the  Act  a re  the  
most expensive p lans t h a t  we can fo l l ow .  The Natura l  Gas Pol i c y  Act  of 1978, 
which a r b i t r a r i l y  i n f l a t e d  gas pr ices ,  mot ivates a l l  e l e c t r i c  power producers 
t o  seek lower p r i c e d  f u e l s  t o  produce e l e c t r i c i t y .  Th is  Ac t  alone would 
accomplish the  same purpose as FUA, b u t  i t  would n o t  be accomplished q u i t e  
as r a p i d l y  as FUA requ i res ,  and would r e s u l t  i n  the  consumption of s l i g h t l y  
more gas than would be burned under FUA. There f o l l o w s  a  t a b l e  which 
compares t h e  cos t  o f  an o r d e r l y  t r a n s i t i o n  o f  gas t o  o ther  fuels ' f o r  t he  
twen ty - f i ve  year pe r iod  from 1980 through 2004 t o  system compl iance plans, 
which show the  gas requ i red  under each plan, t h e  t o t a l  incremental expendi- 
t u res  requ i red  t o  accomplish each o f  the  plans, t he  gas t h a t  would be saved 
over the  most economical plan, t he  a d d i t i o n a l  cos t  t o  our consumers and t h e  
c o s t  t o  us per MCF o f  gas saved. 



. * 
Gas Saved ~ d d i  tional' 

Total Incremental Over Most , . Cost Over 
. . Cost per 

Gas Required Expenditures Economic Plan . Most Economical MCF of Gas 
. Plan- . - MC F Required X $1000 MCF Plan X $1000 Saved 

Gas Used Most Economical ly 300,759,656 -$17,196,771 --- - - - -- 
System Compliance Plan #1 200,959,412 19,214,810 ' 99,800,240 2,018,039 $20.22 
Sy,stem Compliance Plan #2 183,144,312 19,481,522 ,117,615,344 2,284,751 19.43 
system Compliance Plan #3 158,668,614 19,964,185 142,091,042 2,767,414 19.48 

System Compliance. Plan # I  - Western follows system compliance plan and is granted maximum use of gas. 
All use ceases on January 1 ,  2000, except for 3 combined cycle units which 
are granted peaking exemptions from 2000 through 2004. Additional coal-fired 
units are added. to replace gas units. 

System Compliance Plan #2 - Same as plan' #I except all gas use stops on January 1, 2000. 
System Compliance Plan 13 - Western follows System Compliance plan, b u t  only minimum use of 

.- gas is permitted after January 1, 1990. Additional coal-fired units 
are added to replace gas units. 
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You wil l  note t h a t  the  saving var ies  from 99,000,000 MCF t o  142,000,000 MCF 
a t  a co s t  t o  t he  consumers i n  Oklahoma varying from 2,000,000,000 t o  
2,700,000,000 do l l a r s .  The do l l a r  f igures  a r e  based on 1980 do l l a r s .  This 
quant i ty  of gas would be saved a t  a cos t  of approximately $20.00 per MCF 
which would have t o  be paid by Oklahoma,consumers. Certainly t h i s  i s  not 
economical and may not be i n  the  pub1 i c  i n t e r e s t  i n  view of the  small volume 
involved. Over the  period, the year ly  saving in gas consumed represents  
approximately 0.028% of the t o t a l  volume of gas consumed in  the  United S ta tes .  

FUA, requiring spec i f i c  ac t ions  a t  spec i f i c  times, makes i t  incumbent on us 
t o  t r y  t o  accomplish addi t ions  of generating equipment t o  the  system i n  keep- 
ing with a s e r i e s  of l e g i s l a t i v e  and governmental regula t ions  over which'we 
have absolutely no control .  The environmental considerat ions,  although 
worthy of accomplishment, a r e  extremely expensive and a r e  very L iw-cot~suming 
when i t  comes t o  obtaining permits t o  build generating plants .  The decision 
t o  build the  Black Fox Nuclear Plant  was made in 1973. Seven years 'have 
passed and a construction permit has not been issued,  and i n  view of Three 
Mile Island,  i t  i s  anybody's guess as  t o  when i t  wil l  be issued. Wi th  a 
completion da te  extended t o  1987, over 14 years w i  11 have elapsed s ince  the 
pro jec t  was or iginated.  Obviously, t h i s  forecloses  any f u t ~ r r e  considerat ion 
of o ther  nuclear p lants  t o  replace gas. O u r  coal - f i red  p lan t ,  which i s  now 
under c o n s t r u c t i ~ n ,  commenced in 1976 and i s  scheduled t o  go on the l i n e  in  
1982. A coal-f ired plant  s t a r t i n g  today would probably take 8 t o  10 years 
from or iginat ion t o  completion i n  view of a l l  the regula t ions  t h a t  must be 
s a t i s f i e d .  Wi th  Black Fox being , i n  a s t a t e  of suspension, we cannot subs t i -  
t u t e  o ther  planned generation f o r  i t ,  f o r  financing and other reasons. FUA 
does not take these  items i n to  considerat ion except under the  veiled 
p o s s i b i l i t y  of obtaining emergency gas. 

FUA imposes addit ional  r e s t r i c t i o n s  on u t i l i t i e s  t h a t  e l e c t  t o  accept the 
system compliance option i n  t h a t  i t  must have a l l  of i t s  gas purchase contracts  
dated a f t e r  November 9,  1978 approved by ERA. We a r e  unable t o  fathom the  
r a t i ona l e  of t h a t  provision,  but we know i t  would be d i f f i c u l t ,  i f  not 
impossible, t o  purchase any more natural  gas i f  the  competitors i n  the  area 
where we a r e  buying gas a r e  not required t o  have t h e i r  gas contracts  approved 
b.y ERA.  When a gas well i s  d r i l l e d ,  the  producer wants t o  s e l l  the  gas 
immediately and would probably be very re luc tan t  t o  commit t o  a purchaser who 
requires  ERA approval w i t h  an a t tendant  delay when another purchaser was 
standing by t h a t  did not require  such approval. 

I t  i s  our recommendation t h a t  FUA be repealed, o r  as  an a l t e rna t i ve ,  E R A  
should be empowered t o  grant  the  unlimited use of gas f o r  the exis t ing 
f a c i l i t i e s  of those small u t i l i t i e s  who, by t h e i r  ac t ions  and plans,  a r e  
making a,,move away from the use of natural gas. The addit ional  consumption 
of gas would not be g r ea t  and a t  the same time i t  would not impose any undue 
addi t ional  f inancia l  burden on the  consumers of such small u t i l i t i e s .  
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There is also for consideration the thought that FUA, if it accomplishes its 
purpose as\ fully intended, will completely kill the gas industry, that is, 
from a pcdduction standpoint. The economics of gas production has been tied 
to industrial use, including power plants with the ability to provide a 
relative uniform market throughout the year. If industrial use is eliminated, 
residential consumers with high seasonal usage would not provide a marketing 
base to support the gas industry except at a very high cost. 

Other Federal Statutes and regulations that are impeding the transition from 
gas to other fuels include (1) the amendments to the Clean Air Act which 
require scrubbers on all future generating plants regardless of the sulphur 
content of the coal being burned, (2) power plant permitting requirements 
which are only accomplished after the completion of a very expensive and 
time consuming Environmental Impact Analysis that is subject to review by 
countless Federal and State agencies, any one of whom can exercise veto or 
delaying action on the plan and (3) the general air of negativeness that 
seems to permeate any actions that are attempted by electric power producers 
to increase or extend the benefits of electric power and energy to contribute 
toward maintaining the nation's life style. 

Very truly yours, 
,' ,,7 ,,., 

1 / .  ..:,' 
u [ / 2 ; ; ; L C ! L i ,  :+'( i ! i / z  ,; 

Maynard Human 
General Manager 

Enc: Burns & McDonnell 
Engineering Study 
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June 3 ,  1980 

Small U t i l i t i e s  Study 
Office Of Ut i l i t y  Systems 
Department of Energy 
Room 4002 
2000 M. S t ree t  N.  W .  
Washington, D. C. 20461 

RE: ~ u e i s  usc Act 

Dear M r .  ~ t a r r :  

In your correspondence dated.May 22,  1980, you requested commcnts on 
p~uLlei116 facing m a l l  uk.i.li-tioc in crlmplying wlrh t.he P u w e r ~ l a n t  and In- 
dl-  st rial W ~ a l  Use Act of 1978. Following are  some comments on spec i f ic  
problems faced by Sunflower Elec t r ic  i n  complying with the PUA: 

(1) A u t i l i t i e s  a l locat ion of gas for  future years use 
i s  based upon the u t i l i t i e s  h i s to r i c  use of gas i n  
the base years. A large amount of power sold by 
Sunflower during the base period was purchased power. 
Therefore, we did not burn much gas i n  re la t ion  t o  
our sales  of e l ec t r i ca l  power. Since we now generate 
the majority of our power through powerplants ut i l iz i r lg  
natural gas the percentage of gas used t o  power sold 
has increased substantially.  However, present usage 
of gas w i l l  not be considered i n  establishing our 
affocation because we are  no longer i n  Ule base period. 
I beli6vt that rh4o plaues an urlEaic Luxden an Cun- 
flower. I believe some type of adjustment should be 
accorded u t i l i t i e s  t ha t  had a high proportion of pur- 
chased power during the base period. 

We have a 50 MW peaking turbine tha t  was not operatior~al 
prior t,a May 3.5, 1979. Through petition the  turbine was 
c lass i f ied  as existing. I f  we do not receive an exemption 
fo r  the turbine we w i l l  have t o  use the system compliance 
method.to receive a gas allocation for  the turbine. The 
problem with u t i l i z ing  the system compliance method is t h a t  
the uni t  would have t o  be r e t i r ed  in  2004, thereby de- 
creasing i ts  useful l i f e  approximately 11 years. 



(3) ' 'sun£ lower has under contract  approximately 130 na tura l .  
gas wells  i n  western Kansas. We have expended considerable, 
amounts of ,money aaying gathering and transmission 
whose use  w i l l  be r e s t r i c t e d  through use of t h e  a rb i ' t r a i ly  . '  
selected 250 mil l ion BTU f igure  on na tura l  ga s  production. 

' I believe any user  produced gas  should be exempted.'.from 
the  FUA. 

The &ve a r e  some of the  specif c problems SEC w i l l  face  i n  complying 
with the  FUA. More general problems a r e  the  financing requirements and ear ly  
ret irements of able  uni ts .  Hopefully, some adjustments w i l l  be made t o  the  
FUA thereby re l ieving the  consumer of eventually financing a u t i l i t i e s  com- 
pl iance costs.  . .. 

.Piease advise i f  you require  any addi t ional  information. 

I Sincerely, 

G. F. Bieker 
Gas Operations 

GFB : jg 

SUNFLOWER ELECTRIC COOPERATIVE, IINC., P. 0. BOX 980, MAYS, KANSAS 67601 



South Mississippi 
Electric Power As20ciation 

HIGHWAY 40 NORTH 

P. 0. BOX 1589 

HATTIESBURG, MISSISSIPPI 39401 
TKLEPHOhE 844-1191 

AREA CODE 601 

DEPARTMENT OF ENERGY 
Division of Power Supply 

and ~ e i i a b i l i t y  
2000 M Street, F.W. 
Washington, D.C. 20461 

ATTENTION: Mr. Alan W. S t a r r  

SUBJECT: Compliance Problems with the  Fuel Use Act ,--. , 
Gentlemen : I 
In  t h e  South- ~ i s s i s s i p p i  E l e c t r i c  Power Association systerh, t h e  Moselle 
Generating Plant ,  which has th ree  ( 3 )  u n i t s . r a t e d  a t  59 MW each, f a l l s  
under the  provisions of t h e  Powerplant and Indus t r i a l  Fuel Use A c t  of 
1978 (FUA) a s  an "existing" powerplant. The p lan t  is  t en  years o ld  and 
was. o r ig ina l ly ,  designed f o r  f i r i n g  with natura l  gas but w a s  modified t o .  
a l s o  burn No. 6 f u e l  o i l  i n  1974. 

Thus f a r ,  the  problems of complying w i t h  t h e  a c t  have been minimized s ince  
t h e  p lant  qua l i f i ed  f o r  a Temporary Public I n t e r e s t  Exemption which 
permits the continued burning of natura l  gas f o r  a l imited period of time. 
In addit ion,  with t h e  s t a r t u p  (1978) of SMRPA's 360 MW coal-f ired power- 
p lan t ,  t h e  loading on t h e  Moselle u n i t  has been minimized t o  take advantage 
of t h e  lower f u e l  cos t  afforded by t h e  coal-f ired p lan t .  A t  t h i s  time, 
Plant  Moselle is operated primari ly a s  a peaking s t a t ion .  

- Except f o r  t h e  existence of these  p a r t i c u l a r  elements, SMEPA w u l d  be 
extremely hard pressed LU ~ ~ l m p l y  with fzho previsions of the a c t .  Without 
fu r the r  fu tu re  exemptions o r  o ther  revis ions  which o f f e r  r e l i e f  f o r  t h e  
o lder ,  l e s s  used, such u n i t s ,  SMEPA w i l l  face tremendous f inanc ia l  and ' 
technical  challenges i n  converting t o  an "a l ternate"  f u e l  such a s  coal .  
Coal t ranspor ta t ion  f a c i l i t i e s  a r e  non-existent presently;  the re  is  no 
barging option; the  p lan t  i s  too remote f o r  trucking; and t h e  neares t  
r a i l road  ic about th ree  miles from t h e  p lan t  with an i n t e r s t a t e  highway 
located i n  between. The ac tua l  s i t e  l imi ta t ions  would fu r the r  complicate 
conversion due t o  t h e  minimum amorint of property avai lable  f o r  expansion 
which would be e s s e n t i a l  f o r  t h e  addi t ional  coal  handling and environmental 
control  equipment. 
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As a pracical matter, it is technically and economically unreasonable to 
convert natural gas fired generating'units to.coal. Such a conversion . . 

would essentially require the replacement of the plant. The entire boiler 
would have to be replaced, rail lines, additional real estate, and extremely 
expensive environmental control equipment would be required to enable burning 
of coal. 

Some relief in the act is essential which would permit these older and 
smaller plants to continue operation while burning fuel oil and natural 
gas as may be required to serve the respective system generation demands. 
The economics involved in the purchase of the fuel will be incentive enough 
to conserve gas and oil to the greatest extent possible while taking 
advantage of coal, hydro, and nuclear generation and the lower associated 
fuel cost. High cost fuel can only be justified for use in a lower unit 
cost plant, operating at low capacity factors. SMEPA, as well as other 
utilities, minimize the dispatch, of high cost fuel generation in favor of 
lower incremental costs of coal, hydro, and nuclear generation. The FWA 
disregards these principles and requires that oil and gas burning facilities 

. . 
be compared to alternate fuels such as nuclear and coal at a fixed high 
plant operating factors. 

In another area of,impact, the FUA has greatly increased the reporting 
requirements and thus the SMEPA staff efforts have expanded to assure 
compliance. 

The intent of the FUA in.discouraging expanded use of oil and natural gas 
is- commendable. 'Unfortunately, the act does not promote reasonable.and . 
pract.i.cal, a1.ternatives for utilities with older units to follow. In 
actuality,~the~act.ignores the fact that the extra cost of conversion may 
exceed the social benefits which may be realized from reduced reliance on 
petroleum. imports. . . 

SMEPA previously expressed an interest in participating in a test program 
promoted by the Department of Energy involving the burning of a coal/oil 
mixture in plants which were utilizing No. 6 fuel oil. Upon learning 
that the Moselle units were designed originally for burning natural gas, 
SmPA was advised that the Moselle Plant was not eligible for further 
consideration. 

SMEPA is in the process of purchasing an interest in a nuclear generating 
station which is under construction in ~ississippi. However, system 
planning has been and continues to be critically complicated due to the 
uncertainties brought about by construction delays and licensing problems 
associated with the project. 

I i 

I In theevent'that the act is not revised to provide further exemptions or 
o'therLrelief especially for small utilities with limited backup generation 
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. . 

and resources, SMEPA w i i l  l ike ly  face serious problems in both achieving 
compliance and in  serving its system generation requirements adequately 
in  the years t o  come. 

~ e n e r a l  Manager 

GBT : n j 

cc: M r .  Dick Sternberg 
m. Marcus Ware 



M r .  Alan W. S t a r r  
Chief, Source Technology .and 

Economics Branch 
Division of Power Supply and R e l i a b i l i t y  
Economic Regulatory Administration 
Department of Energy 
Washington, D. C. 20461 

I Dear Mr. S t a r r  : 

Subject:  ,Shredded Ti res  'as a Supplemental. 
Boi ler  F u e l  a t .  Elk River S ta t ion '  

This i s  i n  response t o  your request  f o r  a summary of our 
experience with burning . t ires inc.luded i n  your l e t t e r  of 
May '22, 1980 ' to  M r .  Phil ' ip O'..Martin. 

Elk River s t a t i o n  Units 1 and 2 a r e  e s s e n t i a l l y  i d e n t i c a l  
u n i t s  r a t e d  a t  11,500 k i lowat ts  each. The ' bo i l e r s  serving 
t h e '  turb ine  'gener'ators a r e  ' each  stoker-,f i r e d ,  Spr ingf ie ld  
b o i l e r s  designed t o  burn coa l ,  {I2 f u e l  o i l ,  #6 f u e l  o i l  . 
o r  natural .  gas.  The 'primary f u e l  p resen t ly  used f o r  these  
b o i l e r s  i s  r a w  unwashed coal  .delivered d i r e c t l y  from t h e  
mine. Each b o i l e r  i s  r a t e d  a t  135,000 l b s .  per  hour of 
steam. The f l y  ash i s  co l l ec ted  from-the f l u e '  gas i n  a. 
Research C o t t r e l l  Model' No. 324-12,264, s e r i e s '  8 ,baghouse. 
This' baghouse ' serves a l l  t h r e e  'un i t s '  a t  .Elk River S ta t ion .  

The t e s t s  on burning. a mixture of c o a l  .and rubber. t i r e  :chfps 
o r  shredded r u b b e r ' t i r e s  have proven the  ' f e a s i b i l i t y  of such 
.an approach 'for these  two u n i t s .  . I n i t i a l  t e s t s  .were 'con- 
ducted i n  June, ' ,1979 burning a mixture 'of 5 percent chi'pped 
rubber t , i r e s  and 95 percent  western.coa1 and a second t e s t  
burning 10 percent .chipped rubber e i r e s  and 90 percent 
western coal .  

Observations .of t h e  b o i l e r  operat ion were a s  follows:., 

A. The ' shor t  term tests!  did not  r e s u l t  i n  any malfunction 
of b0.iler.s .because 'of adding rubber chips  t o  t h e  coa l .  
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B. Soot blowoff and pu l l ing  of bottom ashes from the  bo i l e r  
were normal during a l l  rubber chip burning t e s t s .  

C. The t e s t s  show no increased danger of bo i l e r  corrosion 
f o r  up t o  10 percent rubber t i r e  chips/coal  mixture. 

7 
D. The amount of f i n e  carbon black aerosol  generated by 

burning rubber t i r e  chips increased with increasing 
rubber chip content i n  the f u e l .  

The following observations were noted f o r  the f l y  ash control  
system: 

A. The baghouse operated properly and maintainid a very high 
co l l ec t ion  e f f ic iency  throughout the  t e s t s .  

B. Par t i cu l a t e  emissions' were well  i n  compliance with ex i s t ing  
mass emission and v i s i b l e  emission regulat ions f o r  a l l  
. tes t  runs. 

C. The presence of carbon black p a r t i c l e s  from burning rubber 
chips increased the  r a t e  of baghouse pressure drop r i s e .  
As a r e s u l t  the  'baghouse may requ i re  more frequent cleaning 
f o r  continuous burning of rubber  chips.  

D. When cyclone f l y  ash co l l ec to r s  a r e  used t o  control  the  
b o i l e r  a i r  emissions, the  maximum allowable content of 
rubber chips w i l l  be l imi ted by the  '20 percent opacity 
regula t ion on v i s i b l e  s tack emissions. 

Further t e s t s  using a mixture of 10 percent shredded rubber 
t i r e s  and 90 percent western coal  were conducted i n  1980. No 
detr imental  e f f e c t s  were noted i n  t he  operation of these two 
u n i t s .  lt i s  our plan t o  continue burning a mixture of shredded 
t i r e s  and coal  i n  Units 1 and 2 is Elk River. This p lan t  i s  
used pr imar i ly  f o r  peaking service  and during maintenance 
outages of o ther  u n i t s  on the  system. The amount of generation 
expected on these u n i t s  will be qu i t e  small. It i s  an t ic ipa ted  
t h a t  between 1,000 and 2,500 tons of shredded t i r e s  can be 
burned i n  a year .  4 

1 : 

I f  you wish addi t ional  information on the  t e s t  burn and sub- 
sequent experience, please l e t  us know. 

Sincerely yours, 

U N I W  POWER ASSOCIATION 

i' 

Reynold S.  Rahko, Manager 
Proj e c t s  Coordinating Division 
RSR:mn 
cc:  P.  Martin 

D. Kettner 



ORRVILLE MUNICIPAL UTILITIES 
Electric, Water and Wasfe Treatment Systems 

MUNICIPAL BUILDING P. 0. BOX 126 ORRVILLE, OHIO 44667 TELEPHONE 216/682-4976 

' A p r i l  1, 1980 ROBERT A. NICHOLS, Director o/ Utilities 

'U. S .  Dept. o f  Energy 
O f f i c e  o f  U t i l i t y  Systems 
2000 M S t .  N.W. 

. Washington, D . C .  20461 

A t t n :  M r .  A l l e n  W. S t a r r  

Sub jec t :  Fuel Use Ac t  

\ 
Gent 1 emen : 

We understand you a r e  seek ing comments f rom smal l  e l e c t r i c  u t i l i t i e s  r e  problems 
we face  i n  meet ing t h e  p r o h i b i t i o n s  o f  t h e  Ac t .  

Our problems and those o f  s i m i l a r  u t i l i t i e s  a r e  many and v a r i e d .  F rank l y ,  ou r  
main problems a r e  o b t a i n i n g ,  s t udy i ng  and unders tand ing  t h e  Fuel Use Ac t ,  o r  any 
o t h e r  a c t .  

Most o f  us do no t  have t h e  manpower o r  e x p e r t i s e  t h a t  i"s r e q u i r e d  t o  p r o p e r l y  
address any new r e g u l a t i o n s .  

The C i t y  o f  O r r v i l l e  owns.and opera tes  i t s  own e l e c t r i c a l  gene ra t i on  and d i s t r i -  
b u t i o n  f a c i l i t i e s .  We were an i s o l a t e d  u t i l i t y  u n t i l  t h e  l a s t  q u a r t e r  o f  1978. 
Our e l e c t r i c  a d m i n i s t r a t i v e  and supe rv i so r y  s t a f f  c o n s i s t s  o f  a  'D i r ec to r  who i s  
r espons ib l e  t o r  t h r e e  u t i i  i t i e s  - E l e c t r i c ,  Water 6 Wastewater (myse l f ) ;  a 
Manager o f  E l e c t r i c  U t i l i t y ,  a  power p l a n t  sup t .  and a  d i s t , r i b u t i o n  sup t .  Even 
i f  they  had some f r e e  t ime,  t h e i r  e x p e r t i s e  r e  i n t e r p r e t i n g  government r e g u l a t i o n s  
i s ,  a t  bes t ,  below requi rements.  I n  a d d i t i o n ,  we no rma l l y  do n o t  r e c e i v e  cop ies  
o f  r e g u l a t i o n s  u n t i l  t hey  a r e  a l r e a d y  i n  e f f e c t  and, w i t h  so many new and changing 
r e g u l a t i o n s  we. have t o  depend on o u r  t r a d e  a s s o c i a t i o n s  and o t h e r  c o n t a c t s  t o  
a l e r t  us when something i s  proposed t h a t  - w i l l  adve rs l ey  a f f e c t  us. 

We have two ( 2 ) ,  nominal 25MW, p u l v e r i z e d  coa l  f i r e d  u n i t s  which can and have 
burned f u e l  o i l  and bo th  o f  which have n a t u r a l  gas i g n i t e s .  Because o f  t h e  sub- 
s t a n t i a l  c o s t  d i f f e r e n c e  between coa l  and fue'l o i l ,  we o n l y  burn  f u e l  o i l  . i n  
emergencies. We hope and t r u s t  t h e  new a c t  does n o t  p r o h i b i t  these uses. I f  so, 
ou r  customers cou ld  be i n  se r i ous  t r o u b l e  a t  some f u t u r e  t ime .  

A lso,  we a r e  concerned about f u t u r e  genera t ions .  We must be a l lowed t o  i n s t a l l  
peak shav ing and emergency back-up a t  some f u t u r e  da te .  Hope fu l l y ,  o b t a i n i n g  t h e  
necessary pe rm i t s  w i l l  n o t , b e  t o o  invo lved .  I f  t h e  procedures a r e  d i f f i c u l t ,  we 
w i l l  have t o  r e t a i n  c o n s u l t a n t s  t o  do t h e  work f o r  us and, based on  pas t  exper ience,  
t hese  c o n s u l t a n t s  a r e  expensive.  We cannot  a f f o r d  much more. 
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I t  may be necessary t o  remind you t h a t  we a r e  a  non-prof i t  organiza t ion  and we 
( O r r v i l l e )  can prove i t .  . . 

I f  you wish f u r t h e r  input from us, we w i l l  do our best t o  accommodate you. 

t r u l y ,  
. $ 

Robert A. Nichols 
D i r e c t o r  o f  U t i l i t i e s  

c c :  APPA 
OMEA 



City of Lakeland 
WORLD CITRUS CENTER 

LAKELAND, FLORIDA 3 3 80 2 
.. . .. . 

: DEPARTMENT'OF ELECTRIC AND WATER UTILITIES 
OPERATIONS CENTER. TELEPHONE O I ~ . l l Z l  

I . p.O.BOX= 
1000 E h  PARKER BTREEI 

R. 0. SIEQEL, P . E  
ASSISTANT DIRECTOR 

May 6, 1980 

Mr. Alan W. Starr - Chief 
Source Technology and Economics Branch 
Division of Power Supply 
U. S. Department of Energy 
2000 M. Street N. W. 
Washington,,D. C. 20461 

Dear Alan: 

It was a pleasure talking with you last Wednesday 
regarding the City of Lakeland's present and 
future fuel use plans. Mayor Oldham, Gene Chao, 
Dennis Gallant and I greatly appreciate Ms. ~kimoff"s 
and your time and attention. 

As I mentioned we would still submit our comments 
to your questionnaire in writing and they are 
enclosed with this 1ette.r. 

Thank you again for the opportunity to discuss our 
fuel situation. 

R. G. Siegel, Assistant Director 
Department of Electric & Water Utilities 

cc: W. R. Lesnett 
D. K. Smith 



RESPONSE TO REQUEST FOR INFORMATION 

. . BY THE CITY OF LAKELAND 

TO THE DEPARTMENT OF ENERGY - ERA 
PROBLEMS OF COMPLIANCE WITH FUEL USE ACT OF 1978 

a 

1. Subject'- Impact of FUA 0n.a specific utility's operating and 

development plans, and possible strategies for complying with 

the act. 

Comments'-'The City of Lakeland has historically used residual 

oil as their base energy source. Natural gas has'been available 

ds an alternate fuel up to .15% of tbtal energy requirements. 

Since 1973 when oil prices quadrupled, natural gas has played 

a key roll in keeping electric energy costs to our customers 

,within reasonable limits, due to its much lower price. 

The City'of Lakeland recognizes and agrees with 

the national goal of reducing oil imports and conserving non 

renewable energy resources. The City must, however, recognize 

and mitigate if possible severe economic penalties to our customers 

due to high fuel costs. We have made a cornmit.ment to reduce 

dependence on £uel oil and natural gas by constructing all new 

geneka'tion to be fueled with coal and municipal refuse. 
. . 
. . In addition, we havc rcqucskcd a grant from the D.O.E. 

to develop coal-oil mixture technology ,for. use in. existing 

generating. units. These major projects take time to implement, 
. ' 

however, and in the interin period, natural gas is vital to holding 

electric &ergy costs in control. 



- - 

2 .  Subject - Technical and Financial Feasibility of using 
coal, either in new boilers or by converting existing boilers 

on a scale compatible with the small utility ( < 2000 IW). 
. . 

CorrPnent- It is presently technically and . financially . unfeasible 

to convert our existing oil/gas boilers to coal. We are 

specifying coal for future units. It should be noted, however, 

that excessive rail transportation rates due to'deregulation and 

sole source transportation supplier could make coal financially . 

unfeasible i.nthe future. All efforts possible should be made 
1 .  

to assure reasonable competitive transportation rates. 
. . .  . .. 

,Coal slurry pipelines should be . . supported as'alternate 

transportation methods - all rates should be subject to I.C.C. 
. . 

review and audits. 

3. Subject - Experience (successful or unsuccessful) in using 

(or considering,the use of) unusual alternate'fuels such as coal- 

oil mixtures, lignite, wood, urban waste, peat, geothermal or . 

small hydro, or unusual technoloqies such.as.fluidized bed, . 

gasifiers, . . compressed air storage, fuel celis, wind or solar. 

Comment - We presently do not have.any experience with the 

above technologies, we are however: . , . . 

A. Planning for use.of municipal wastes, up to 10% . . .  

of energy required in our McIntosh Plant Unit 3' (364MW) presently 

under construction. 

. . .  B .  planning a retrofit . demonstration . of the use of - .  , 

coal-oil mixtures inour existing ,McItnosh Plant Unit 2. . . (115F). 

C. Planning test insta,llations of .solar hot -wat?er. ,. . . .  ',,' . ;. ... .... .. . * ;,. r 

heating. 

D. Have in service heat pumps for demonstration 

purposes. 



E. Planning installation on air condition/heat pump 

energy recovery units for hot water heating. 

4. Subject - Attempts to develop local opportunityies for co- 
generation. 

Comment- The City of Lakeland is developing a rate schedule 

for cogeneration as required by PURPA. We have identified existing 

customers with possible 'cogeneration potentia1,and plan. to discuss 

cogeneration opportunities with them. 

Specific problems involving the process for obtaining 

exemptions under fuel use act. 

Comment - We presently have an exemption for nine of our existing 

generating units. There did not appear to be specific problems in 

the process. However, serious problems occurred in the appfication 

of the exemption as interpreted by D.O.E. requiring major efforts. 

on the part of many people to finally result in an exemption which. 

we could use. 

6. Problems (.solved or unsolved) in'gaining access to 

large power plant projects (for example, via joint action agencies 

or via part ownership) as well as needed transmission facilities. 

Comment - The City of Lakeland is currently participating in a 

joint venture plant. We have access to future plant as may be 

necessary. ~ransmission facilities have been no problem to date. 

The lack of problems on our part does not, however,. infer that other 

utilities (.particularly small municipals) are not having any,and 

indeed may have serious difficulties in participating in such 

pr0ject.s. Within the state, the Florida Municipal Power Authority 

is addressing these problems. 



7. Possible Federal (or state) actions that could 

help small utilities reduce their dependence on oil and gas. 

These suggestions should be separated into the following 

categories': 

(i) Changes in FUA Administrative Procedures 

(ii) Changes in FUA rules 

(iii) Legislative amendments to fuel use act. 

.(iv) Other federal actions, policies or programs 

(v) State actions, policies or programs 

Comments 

,( 1). none 

(ii) none 

i i  none 

(iv) The rigid and inflexible regulations of the clean 

air act as administered by E. P. A. pevent or impede utilities 

from reducing oil and gas dependence. 

~~eci'ficall~, our program to demonstrate commercial 

use of coal-oil mixtures is hampered by inflexibility of new 

source performance standards and E.P.A. which do not provide for 

variance in emissions . . to test new and innovative technologies. 

The net effect of this policy is to make economic justification-of 

such tests very difficult. This is particularly hard to explain 

when the plant to be tested is located in a very low SO2 ambient 

level area and net emissions from all units at the plant would 

increase minimally during the demonstration. 

It is this type of problem which discourages all 

utilities from pursuing action to reduce oil and .gas dependence. 

(.v) none 

-4 -  



.Small U t i l i t i e s  Study 
Of f i ce  o f  U t i  1 i ty-Systems 
Department o f .  Energy 
Room 4002 
2000 M St reet  NW 
Washington , DC 20461 

CITY OF BURBANK 
164 WEST MAGNOLIA BOULEVARD, P.O. BOX 631 

BURBANK, CALIFORNIA 91503 

Gent 1 emen : 

Powerplant and I ndus t r i a l  Fuel Use Act o f  1978 - 
The' C i t y  o f  Burbank Publ ic  Service Department owns and operates i t s  
own e l e c t r i c  generati rig transmission and d i  s tri but ton system t o  supply 
e l e c t r i c i t y  w i t h i n  the boundaries o f  ' the C i  t y  o f  Burbank .- 
The Pub1 i c  Service Department present ly  operates f ou r  steam e l e c t r i c  
generating un i t s  w i t h  a continuous net  capabll l t y  o f  148 MW un o i l  f ue l  
and three gas turbine-dr iven e l e c t r i c  generatl ng unl t s  w l  t h  a ur~e-hour 
net  capab i l i t y  of 74 MW on o i l  fue l .  I ns ta l  l e d  generating un i t s  are 
described as f o l  lows : 

. . .  
Magnolia ,Plant 

Net 
Un i t  BE Capabi 1 i t y  I n s t a l  l e d  Status 

No. 1 Steam Turbine 10 MGI 1941 ' ~nact i 've 
, . 

( , . '  ' . No. 2 Steam Turbine 30 MW . , 1943 . .  I nac t i ve  
* .  No. 3 Steam Turbine 20 MW 1949 Ac t i  ve i 

. ' No.. ,4 Steam Tlirbi ne . 28 MW , 1953 Act ive . 

. No. 5 Gas Turbine 22 MW* , 1969 Act tve 
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Net 
U n i t  Type Capabi 1 i ty I n s t a l  1 ed Status , - 

No. 1 , Steam Turbine 42 MW 1959 Ac t i ve  

No. 2 Steam Turbine 58 MW** 1964 Ac t i ve  

No. 3 Gas Turbine 19 MW 1972 A c t i  ve 

No. 4 Gas Turbine 33 MW* 1975 Ac t i ve  

For many years, because o f  t h e  uncer ta in ty  o f  long-range supply o f  o i l  
and gas and r a p i d l y  esca la t i ng  costs f o r  these fue l s ,  the  C i t y ,  has 
undertaken t o  p a r t i c i p a t e  i n  e l e c t r i c  generat ing p r o j e c t s  based on o ther  
energy 'resources such as nuclear,  geothermal , and coal ,pro jects.  The 
Sundesert Nuclear P ro jec t  i n  which we were a p a r t i c i p a n t  was n o t  approved 
f o r  cons t ruc t i on  by the  Sta te  o f  C a l i f o r n i a  Energy Commission. The 
Geothermal Energy Development Program i n  which t h e  City was a .  p a r t i c i p a n t  
has been delayed by both excessive environmental regu la t i ons  and h igh  C. 

costs o f  generat ing e l e c t r i c i t y ,  as w e l l  as the  i n a b i l i t y  t o  gain a 
re1 i a b l e  t ransmission path f o r  the energy. 

We are  c u r r e n t l y  p a r t i c i p a t i n g  i n  t h e  development o f  several  c o a l - f i r e d  
p r o j e c t s  i n  which we are  p r o j e c t i n g  our  share o f  t h e  capac i ty  as fo l l ows :  

P r o j e c t  Locat ion Capaci t y  S t a r t i n g  Date 

Intermountain Power P ro jec t  Utah 47 MW 1989 

White Pine P r o j e c t  Nevada 26 MW . 1989 

C a l i f o r n i a  Coal P r o j e c t  ~ a l i f o r n i a  24 MW 1989 . 

AEPCO Coal -F i  red  P ro jec t  Arizona 50-100 MW 1 988 

Even w i t h '  these outs ide  energy resources, t h e  C i t y  o f  Burbank w i  11 s t i l l  
be dependent on the  use o f  i t s  present  gas and o i l - f i r e d  generat ing 
f a c i  1 i t i e s  f o r  main ta in ing  re1 i a b i  1 i t y  i n  case o f  outages o f  t ransmission 
l i n e s  and f o r  meeting peak demands. 

We f e e l  t he  requirement t o  convert  e x i s t i n g  power p l a n t s  t o  o the r  sources 
o f  f u e l  by 1990 w i l l  be imprac t i ca l  because there  i s  no space a v a i l a b l e  f o r  
stor'ing coal  and we have no r a i l r o a d  l i n e s  i n t o  t h e  p lan t .  We are  a l so  
convinced t h a t  the a i r  p o l l u t i o n  requirements under which we operate would 
p r o h i b i t  t h e  use o f  coal i n  generat ing power i n  the  Los Angeles basin. We 
have looked a t  a l t e r n a t i v e  f u e l  such as methane and burning o f  s o l i d  waste; 
however, t he  supply o f  so l  i d  waste, i f  . e n t i r e l y  converted t o  energy i n  
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Burbank, would supply less  than f ive  percent of our needs. We also 
feel that  i t  i s  not i n . t h e  publi'c i'nteres.t t o  expend a large amount 
of money necessary to convert power plants which are  oyer 20 years 
old and, in our case, even the newest steam turbtne, wtii'ch was 
ins ta l led  i n  1964, wi'll be 26 years old by' 1990, Our newer uni ts ,  
which are gas turbines, are desi'gned to  b u r n  e i the r  gas or  a ,  hi'ghly 
refined d i s t i l l a t e  'fuel'  i'n order to  comply wi'th, ai'r pol luti.on 'control 
regulations, and will be contri'buting l e s s  than si'x percent-of our : 
energy needs by 1990. We agai'n fee'l i t  would not-be prudent to  ' .  , .  

invest large sums of money t o  convert these uni.ts to  a1 ternate fuels .  
. , 

We .be1 ieve there should be some clear ly defi'ned exempti;o,ns provi'ded. 
for  i'n 'order to make i't possible f o r  uti:lTties'.i:n our ,s'i.'t'uati'on to 
conti nue to  operate such. faci  1 i: ti'es i n  a re1 . . fabl e and :economi c manner. 

Chi  ef Engi neer 

I/. . JDW: j 

cc: R.  0. Snyder . . . . .. . . . . 

/ .I, * . ' ' 
\ .  - .. .: . 

. . . . . . 
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Small utilities Study, Office of Utility Systems 
Department of Energy 
Room 2000 M Street N. W. . . 

Washington, D. C. 20461 
. I  

RE : Comments on the Study of Compliance Problems of 
" 

Small Electric Utility Systems with the Power 
Planr: and Industrial Fuel TJse Act of 1978, 
Section 744 

I Gentlemen: 

This report illustrates the problems the' City El'ectric  stern,, 
will have in compliance with the Act, and the difficulties 
that we face in complying with the F.U.A. prohibitions.against 
the use of oil. 

This report provides the most logical cost effective means 
for reducing our consumption of oil, which is the only 
energy source used by the CES for e1.ectric generation. 

The CES is a municipal electric utility with 17,500 customers. 
It services the City of Key West and the lower Florida Keys 
to the seven-mile bridge (42 .miles). The CES is an island 
system with no e1ectr.i~ tie to any other system. 

  he CES purchased approximately 775,000 barrels of oil last 
year and generated 340,000,000.RJH, with a system demand of 
64,000 KW. The prime source of generation is six (6) 
turbine-generator units, the largest being 37 MIAT, a 22 MW 
gas-turbine and 13 ?lb7 of diesel peaking units (6). The 
nameplate capacity of the presently installed generation 
units of the CES total 132,400 KW; dependable capacity is 
126,500 KW. 



The CES has had very l i t t l e  growth s i n c e  1970, due p r imar i ly  , 

t o  t h e  m i l i t a r y  cutback i n  t h i s  a r e a .  This has  cont r ibuted  
t o  t h e  a r e a  being an economically depressed a r e a .  The CES 
has  had cash flow problems because of t h e  high cos t  .of f u e l  
and t h e  a r e a ' s  economical problems. These cash flow problems 
have l i m i t e d  t h e  CES's a b i l i t y  t o  performing l a r g e  c a p i t a l  
programs. 

This r e p o r t  a l s o  r e f e r s  t o  t h e  F l o r i d a  Keys Aqueduct Author i ty ' s  
d e s a l i n a t i o n  p l a n t  ( 2 . 4  m i l l i o n  ga l lons  a day) ,  This p l a n t  i s  
loca ted  next  t o  our  Sto-ck I s l and  Steam Turbine Generator (37 
MW p l a n t ) .  

The FKAA i s  a governmental u t i l i t y  respons ib le  f o r  supplying 
f r e s h  water t o  t h e  F lo r ida  Keys. The Key West a r e a  consumes 
approximately 8 m i l l i o n  ga l lons  of water  per  day, wi th  approx- 
imate ly  1 . 6  m i l l i o n  suppl ied  by t h e  d e s a l i n a t i o n  p l a n t .  The 
balance i s  t r anspor ted  v i a  a p ipe  l i n e  from Homestead, F l o r i d a  
(120. mi les  n o r t h  of  Key West). The FKAA uses '  approximately 
120,000 b a r r e l s  of o i l  annual ly t o  make t h e  f r e s h  water .  The 
CES and t h e  FK4A toge the r  use  approximately 900.,00U b a r r e l s  of 
o i l  per  year .  The,use o f  coa l  i n  t h e  CES's b o i l e r s  t o  genera te  
e l e c t r i c i t y  i s  n o t  f e a s i b l e  because of b o i l e r  des ign ,  t r a n s -  
p o r t a t i o n  and a v a i l a b l e  land .  

The following i s  i n  answer t o  procedure a s  ou t l ined  i n  Federal  
Regis te r  Vol. 45 No. 76, Apr i l  1 7 ,  1980, Sec t ion  744 - 
1. The Impact of F.U.A. on t h e  CES opera t ing  and develop- 
ment p lans  and p o s s i b l e  s t r a t e g i e s  f o r  complying wi th  t h e  Act. 

The CES i s  t o t a l l y  dependent on No. 6 o i l  f o r  i t  steam gener- 
ating u n i t s  and No. 2 o i l  for i.t combuction tu rb ine  and peaking 
diesel u n i t s .  The CES has n n  ~ l e c t r i c  tic w i t h  ar ly  other 
e l e c r ~ i c  system. Without a major c a p i t a l  expenditure ,  t h e  CES 
cannot reduce i t s  dependence on o i l  and comply wi th  the  F.U.A. 

The CES s t r a t e g i e s  f o r  complying wi th  t h e  F I I J : A .  and lowering 
our  dependence url o i l  a r e :  

( a )  Construct a 138 KV t ransmission l i n e  from Key 
West t o  t h e  F lo r ida  E l e c t r i c  Grid.  The CES has t h e  opportuni ty 
of j o i n i n g  wi th  our neighbor u t i l i t y ,  t h e  F l o r i d a  Keys Electric Co-op 
i n  cons t ruc t ing  a 138 KV t ransmission 1-ine through our r e s -  
p e c t i v e  systems. This would enable t h e  CES t o  purchase 50 MW 
of power from o t h e r  power sources i n  t h e  Southeast ,  giving us 
a mixture of energy a t  lower hea t  r a t e s  than we can generate '  a t . .  



In a recent study made by our consulting engineers, 
they said "If Key West could purchase one half of the power 
requirements from other utilities in Florida at the published 
rates of whole sale power,'the savings to the CES customers 
would-be between 10 and 15% of the present power bill." Based 
on their information, this would reduce the CES's consumption 
of fuel by 400,000 barrels annually. 

The tie line will greatly increase the reliability 
of service in Key West through the ability to purchase energy 
from a.mixture of energy sources, and the CES will then be 
connected to the Florida Grid, giving us greater flexibility 
and increased continuity of service. The cost.to the CES to 
construct this transmission line is estimated to be $39,700,000 

This tie line development is .a single line development 
of a 138 KV transmission line from the CES's Big Coppitt Key 
Substation to Florida Power and Light Company City Substation 
on mainland Florida, located just below Homestead, Florida, 
approximately 40 miles of this line is with in the CES service 
area and 80 miles in the Florida Key Electric service area. 
The line in the Florida Keys Electric service area will be 
jointly owned by the CES and FKE. 

The CES will be entitl'ed to 50 MW over this line. 
The FKE is now constructing a portion of this line in their 
area and they intend to complete the line in their area by 
1985. The CES is not participating in the constructing of 
this line because of economical problems. If the CES does 
not contract with the FKE soon in the constructing of this 
line, there is a good possibility that the 50 MW of capacity 
wil.1 not be built into the line. It is impossible for the 
CES to construct's transmission line to the Florida Grid with- 
out joint participation with the FKE. 

The balance of the CES loads (over 50 MW) will have 
to be supplied from its existing generators. 

(a) Diesel Generation - To reduce oil consumption 
and save money for. our customers, the installation of slow- 
speed diesels for generation is a very logical approach for 
generation. To achieve maximum energy efficiency with min- 
-imum fuel consumption, I recommend the installation of three 
10 MW slow-speed diesels that have the capacity of burning 
the heaviest of residual oils. In addition, these engines. - 
will be particularly adaptable to the use of coal-derived 
liquid fuel and potentially a pulverized coal and oil slurry. 



In this report, all of the systems are based on-heavy 
residual oil. The engines are a two stroke, corss-head . .  

design, incorporating exhaust-driven turbo super charges 
and an exhaust waste heat recovery. system. This heat 
recovery unit can also be used in connection with a flash 
evaporator unit to make fresh water, or additional generation. 

. . . .  
Using 90% efficiency, the three 10 MW units will 

generate approximately 236,500 KWH annually, with a heat 
rate of 8,500 BTUs per KWH and the fuel consumption will 
be 319,000 barrels. The existing heat rate of the units 
in our Key West Plant is approximately 14,000 BTUs per,KWH, 
so for the same amount of KWH (236,500,000), it would-,take 
525,600 barrles of fuel. By installing the 30 MW of slow- 
speed diesels, the CES would save 206,000 barrels.of fuel 
a year. These units could be on line. within 30 months 
after being contracted for, and it would be .advisable'to 
constract for these units prior to 1983. The capital cost 
of installing these diesel units (three-lOMW).i's estimated 
to be $950.00 per KWH, or $28,500,000, 

(c) Co-Generation - 'i'he CES could supply sufficiene 
energy to the FKAA to make 4 to 6 million gallons of fresh 
water daily. This energy could be derived from the existing 
steam turbine unit (37 MGJ) in the form of cooling or low 
pressure steam. It could also be supplied from diesel 
generators with heat recovery units. If the energy is 
extracted from the existing steam turbine generator there 
will be a small loss in its maximum output. If it comes 
from the diesels, it would only necessitate the installation 
of a heat recovery unit being installed when they are purchased. 

Tt will be advisable to purchase new or additional 
flash evaporator units to convert this quantity of fresh water. 
There will also be a cost to make the necessary modifications 
to our boiler, or to install heat recovery units in the diesels: 
This total cost for the CES and FKAA equipment is roughly 
estimated at 6 or 7 million dollars to increase the volume 
of fresh water three times and save 120,000 barrels of oil 
per year. 



(d) Constructing of an OTEC Plant for future 
fresh water and electric demands in the Lower Keys, we . 
propose the construction of a solar powered desalination1 
power generation plant in Key West. 

We recommend that a feasibility study be made at 
this time to establish' the technical and estimated cost of 
such a pro j ec:t . 

The most logical system is a "Solar.Energy Pond.! 
Ocean Desalination plant." This is a hybridsthermal energy 
conversion system which employs solar ponds as the heat 
source and cool water from the ocean depths (or on shore deep 
wells). as the heat sink. 

This system has widespread application possibilities 
in our tropical area with acccss to deep water. 

This concept is innovative in its combination of 
,solar pond with cooler sea water heat sink.to increase 
efficiency and cost effectiveness. 

This system could eliminate our dependence on all 
other forms of energy and render economical energy and water 
to the residences of the lower keys andother areas of 
Florida. 

Technical and Financial Feasibility of using' coal. 

It is not economically feasible to convert our existing boilers 
from coal to oil because the efficiency in our boilers would ~ dro by approximately 36%, and the conversion from oil to coal P wil .be very expensive. 

There is not enough property in the vinicity of our plants 
to store and handle coal, or its residue. 

There is not sufficient property in this area tha? is suitable 
for the construction of a new coal fired power plant. 



3 ., Experience in Using Unusual Alternate Fuels; Such as Solar. 

In the first section of this report we explained our interest in 
the-construction of an OTEC Plant in our area and .our goal is to 
have a feasibility study preformed to provide the necessary answers 
and'justifying an OTEC project in Key West. . . . - d - .  

It is our opinion that this feasibility report will show the justi- 
fication for constructing a pilot plant in Key West where' both .fr'esh 
water and electric power are needed. . .  . 

4 .. Attempts to Develop Local Opportunities for Co-Generation. 

In the first section of this report we explained how fresh water . 
could be produced from spent energy in u u r  existing 37 Ill47 st&amc 
plant on Stock ,Island. This would save approximat'ely 120,000 
barrels of fuel annually. To achieve co-genefarion it would * : 

1 necessitate the installation of a flash evaporator (or similar . 
equipment) and other related equipment. This would be a combined 
effort of the City Electric System and the Florlda Keys Aqueduct , Authority. The CES has met with the FKAA and'state officials 
regarding co-generation. 

. . 
5. Specific Problems involving the process for Obtaining . 
Exemptions Under the Fuel Use Act. 

'Unless one or moreof the projects outlined in this report are 
developed, the CES will be totally dependent on fuel oil and would 
haveto be exempted of all restrictions. 

6. Problems in Gaining Access to Large Power projects, as well 
as to Needed Transmission Facilities. 

The most logical approach for solving the CES's energy 'droblems and 
reduce the dependence on oil is to construct a transmission line 
to the Florida Grid as explained in the first section of this re- 
port. The CES has triedto join with the Florida Keys Electric in 
the construction of this transmission line through their service area, 
parts of which are now under construction, but we have been unable to 
BonCract with them for joint ownership of this portion of the line. 
The primary reason for this problem has been the CES inability 
to finance this project. 



. As previously stated there is a .possibility that the balance of 
the line to be constructed in the Florida Keys.Electric area 
could be constructed without sufficient capacity to supply some 
energy to the CES. If the CES misses the opportunity to join in- 
this project, it will'be impossible for the CES to t,ie with any . . 
other electric system in the future. 

CONCLUSION 

The CES has one of the highest electric rates in the nation ($.058 
per kwh), primarily due to high oil cost and inefficient generation 
units . 
The CES has experienced no growth in the past 10 years because 
of a large pull-out of military in this area. In the early 70s 
the military represented 40% of our total sales, now it is 18%. 
This military pull-out also affetts other businesses and residences 
in the area. 

Due to the CES1.s financial condition, which continues to become 
serious as sales decline, the CES is unable.to'£inancially 
implement any of these programs.without economical assistance from 
the government. 

Two years ago, the CES had rotating brownouts for 30 days because the 
two largest generation units were out of service and we did not have 
sufficient generation capacity to meet the demand. 

It is difficult to render dependable service to our cust,omers\with 
the CES being an island system. 

A large portion of our generation equipment is nearing 30 years of 
age and will have to be replaced soon and these programs would 
greatly increase the System's reliability. 



. ! . . 

The City of ~ 6 9  West, Florida bualifies for the 1980 HUD' s ~istressed, :. 

Community Designation. Without implementing one or more' of these 
projects, adequate electric service.to the CES's customers with a 
minimum of oil burned is' imposs'ible. 

Very truly yours; 
. d 

UTILITY BOARD - .  CITY OF KEY WEST 
"CITY .EI,IZCTRIC SYSTEM" 

/' 

..;' John T. . , 
'..' Manager 

JTD/a 
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Small Utilities Study 
Office of Utility Systems ) 

Department of Energy 
Room 4002 .. .. 
2000 M Street N.W. - .  c . I  

Washington, D.C. 20461 

Dear Sir: 

This letter has been prepared in response to your request, the 
Federal Register and in the public meeting, for information 
concerning the Fuel Use Act of 1978 (FUA) and its effect on 
small utilities. 

Lubbock Power and Light's ( L P ~ L )  generation system consists of 
235 MW of capacity where the largest unit is a 54 MW steam unit. 
Our system is also one of the few in the country where we have 
direct cumpetiliori w i  tll anotller. electric uti 1 i ty wi th,in our 
city 1 imi ts. 

The FUA legislation as it now stands will force our municipal 
out of business. Listed below are the reasons: 

A. Coal Conversion Pr6blem.s: 

1. Our units consist of diesel machines, combustion 
turbines and steam units designed specifically to burn 
natural gas or No. 2 fuel oi 1. The conversion' of any 
of these units to burn coal would require completely re- 
building the boilers and the majori ty.ofethe system 
auxilaries along with.the addition of electrostatic 
.precipitators and a SOX scrubbing system. Since our 
largest unit is 54MW, the cost of this conversion would 
be several times the initial investmet. . 

2. I n  order to maintain our system reliability, anjt n,ew coal 
blant would consist of several srnal ler steam units of which 
the largest would not exceed 70MW. The costs of building 
coal units' in the size needed to meet our system needs is 
again  several^ times that of the more conventional. 500-600 
units. 

3 . .  In either of the cases above, 1,arge amounts of capital are 
required. LPtL serves approximately 30,000 meters. In this 
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t ime of h i g h  i n t e r e s t  ra tes ,  . t h e  cos ts  pe r  meter  needed 
. to c a r r y  t h e  ownership cos ts  f o r  t h i s  l a r g e  c a p i t a l  i n -  
vestment, would impose an unreasonable pena l t y  on o u r  
customers. 

4. T h e a b i l i t y o f  L P & L t o s e c u r e u p t o 1 0 0 m i l l i o n d o l l a r s  
from t h e  bond market i s  a l s o  ve ry  quest iona lbe due t o  our  
s i z e  and compe t i t i ve  s ta tus .  I f  t h e  funds were secured, 
t he  i n t e r e s t  r a t e  charged would be much l a r g e r  than t h a t  
charged t o  l a r g e r  u t i l i t i e s  t o  j u s t i f y  t he  l e n d e r ' s  increased 
r i s k .  

5. I n s u m a r y ,  FUA's i m p a c t o n L P t L  i n  r e q u i r i n g o u r p l a n t s  t o  
be conver ted t o c o a l  o r  i n  r e q u i r i n g  us t o  c o n s t r u c t  new :. 
coal  f a c i l i t i e s  would unreasonably pena l i ze  ou r  customers, 
and d e s t r o y  our a b i l i t y  t o  compete w i t h  t h e  l a r g e r  u t i l  i t y .  
a l s o  s e r v i n g  our area, which would f o r c e  us o u t  o f  business. 

B. New Energy Technologies: The h i g h  c o s t s  assoc ia ted w i t h  unusual 
technologies f o r  energy p roduc t ion  a long w i t h  t h e  quest ions  o f  
r i s k  and r e l i a b i l i t y  make i t  d i f f i c u l t  f o r  a community o f  t h i s  
s i z e  t o  exper iment w i t h  these technologies.  T h i s  community has 
an a c t i v e  program t o  encourage s o l a r  water h e a t i n g  and wind 
g e n e r ~ t i o n  ~ n d  LPLL has developed e c o n t r a c t  t o  buy any surp lus  
power from any new technology. The amounts expected t o  be a v a i l -  
able i n  t h e  forseeable f u t u r e  a r e  extremely smal l  and s u f f i c i e n t  
t o  make a s i g n i f i c a n t  impact on our  energy needs. LP&L i s  c u r r e n t l y  
n e g o t i a t i n g  w i t h  Carbon D iox ide  Technology Corpo ra t i on  i n  an 
e f fec t  t o  supp ly  C02 from ou r  p l a n t  exhausts t o  be used i n  re -  
p r e s s u r i z i n g  o l d e r  o i l  w e l l s  i n  the  area and thus increase the 
area's o i  1 product ion .  

C. J o i n t  P a r t i c i p a t i o n  i n  o t h e r  P ro jec ts :  Due t o  t h e  r e l . a t i v e l y  , 

scarce p o p u l a t i o n  dens i , ty  o f  ou r  area, new generat i o n  p r o j e c t s  
a re  few and f a r  between. However, when p r o j e c t s . a r e  planned 
r e l a t i v e l y  near t o  o u r  area, they a r e  u s u a l l y  s i z e d  t o  meet the  
nmrl nf. m l y  t h e  b u i l d e r .  We a r e  l i m i t e d  t o  those p r o j e c t s  . . 
f a i r l y  c l o s e  due t o  t h e  excessive c o s t s  associated w i t h  h i g h  
vo l  tage t ransmi ss ion 1 ines o f  a s u f f  i . c i e n t  si .ze t o  t r a n s p o r t  
nllr r e l a t i v e l y  small needs. Other u t i l i t i e s  i n  t h c  a rca  havc 
shown no i n t e r e s t  i n  the  wheel ing of  power o r  even s t a t e d  t h a t  , . . . 
surplus t ransmiss ion capac i t y  e x i s t s .  Therefore, i t  i s  n o t  l i k e l y  , 

t h a t  we w i l l  be invo lved I n  a J o i n t  project of any s i z e  i n  the  . . . 

near f u t u r e .  

D. Recommendation t o  he lp  Small U t i l i t i e s  Comply w i t h  t h e  I n t e n t  o f  FUA: 

Most u t i l i t i e s  p r o v i d i n g  s e r v i c e  t o  areas the  s i z e  o f  Lubbock a r e  
facing t h e  problems s t a t e d  above. Therefore,  we o f f e r  t h e  f o l l o w i n g  
recomrne~dations: 

1 .  U t i l i t i e s  o f  less  than 400 MU t o t a l  genera t ion  a r e  a f f e c t e d  much . 
more s e v e r l y  than l a r g e r  u t i l i t i e s  by FUA. Also, t h e  a v a i l -  
a b i l i t y  o f  na tu ra l  gas i n  o u r  area i s  p l e n t i f u l  and should 
remain p l e n t i f u l  f o r  severa l  decades. I n  a d d i t i o n ,  u t i l i t i e s  .b 

o f  t h i s  s i z e  use a small  amount o f  f u e l  i n  t h e i r  t o t a l i t y  when 
compared t o  almost any o f  t he  l a r g e r  u t i l i t i e s .  We, there fore ,  
recommend tha t  u t i l i t i e s  under 400 MW be a l l owed  t o  use n a t u r a l  

gasaand be exempted from N A  due t o  the  d i sp ropor t i ona te  



impact o f  FUA, e s p e c i a l l y  when those u t i l i t i e s  a r e  munic ipa ls  
o r  serve a  r e l a t i v e l y  low p o p u l a t i o n  area. 

2. When a major  . p r o j e c t  i s  be ing proposed by a  l a r g e r  u t i  1 i ty,  
we recommend ' t h a t  l e g i s l a t i o n  requ i . re  t h e  l a r g e r  u q i l i t y  t o  
o f f e r  ownership shares i n  t h a t  p ro j .ec t  t o  i t s  neighbors 

..:,and s p e c i f i c a l l y  t o  small  u t i l i t i e s  c l o s e  by. 

3. Small u t i l i t i e s  should a l s o  r e c e i v e  some degree o f  preference 
i n  u s i n g : t h e  suplus o f  e x i s t i n g  t ransmiss ion  l i n e s  and i n  
a l l  f o rms-o f  wheel.ing arrangements. 

4.  Small u t i l i t i e s  should rece ive .p re fe rence  i n  t h e  purchase o f  
s y n t h e t i c  1  i q u i d  and gaseous f u e l s  compati b l e  w i t h  e x i s t i n g  
small  p lan ts .  T h i s  should be g ran ted  s ince  these u t i l i t i e s  
a r e  much more r e s t r i c t e d  i n  a1 t e r n a t  i ves  they  can .con-s ider  
t o  .meet . t h e i r  ~ n d r a t i o n  needs than i n  l a r g e r  : u t i  1  i t i e s  , w i t h  
more people and c a p i t a l  resources. 

. . 

5. W i th  respect  t o  t h e  l i m i t e d  manpower and c a p i t a l  a v a i l a b l e  
t o  small  u t i l i t i e s ,  t h e . b a s i c  requirements and data  needed 
t o  app ly  f o r ' a n  exemption should tie reduced. S p e c i f i - c a l l y ,  
due t o  smal.1 u t i l i t i e s . s m a l 1  impact on t h e  o i l  and n a t u r a l  
gas a v a i . l a b i l i t y  i n  t h i s  count ry ,  several  s h o r t  c u t s  
should be prov ided t o  ease process ing t ime  and data  r e q u i r e - '  
rnents necessary i n  g e t t i n g  an exemption. A l s o , ' t h e  p r e s e n t l y  
severe f i n a n c i a l  t e s t  requ i red  t o  s t a r t  a lmost  a l l  t he  ex- 
emptions should be eased o f f  t o  be more i n  l i n e  w i t h ' t h e  ' , 

smal l  u t i l i t i e s  l i m i t e d  f i n a n c i n g  avenues. 

I n  suminary, t h e  FUA l e g i s l a t i o n  as i t  now stands w i l l  h e a v i l y  pena l i ze  
the  consumers of a  smal l  u t i l i t y  and i n  most cases fo rce  t h a t  u t i l i t y  
o u t  o f  business. 

Please keep us informed o f  any o t h e r  o p p o r t u n i t i e s  t o  express our  
op in ion  and keep us informed o f  any developments i n  the  FUA program 
which wi 11' a f f e c t  o u r  area. 

S ince re l y ,  

P!rn-edtLz 
CARROLL MCDONALD . 
D i r e c t o r  o f  Sales & s e r v i c e  

CM/pm, 
a 

cc: Lar ry  cunningham, C i t y  Manager 
Kent Hance, Representat ive ' 
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Small utilities Study 
office of Utility Systems 
Department of Energy 
Room 4002 
2000 M Street N.W. 
Waohington, D, C. 30461. 

Gentlemen: . 

With regard to the notice in.the Federal Register datedApril 17, 1980, the City 
of Morgan City wishes to issue these written comments on the possible changes of the 
Powerplant and Industrial Fuel Use Act of 1978. 

1. Section 103 Definitions (page 5) 
The term "alternate fuel" under the definition "liquid, ,solid, or gaseous waste 
by products of refinery or industrial operations which are coimnercially un- 

I marketable, either by reason of quality or quantity, as determined under rules 
prescribed by the.Secretary;" should not be left vague and very inaffective as 
presently written.. We therefore suqgest the insertion of the following: 

All products of refinery and industrial operations having an initial 
0 

boiling point in excess'of 800 F are considered alternate fuels. 
Additionally other waste products whose characteristics are such that 
conventional boi.1er usage would require extensive modifications can be 
utilized in fluidized bed or other gasification methods. , 

2. Section 103 Definitions (page 5) 
The term "electric power plant" and "power plant" are too small and will place 
unfair advantage to the larger utilities. The municipality having nameplate 
ratings of 250MW or smaller should be eliminated from.the.fue1 use act 
requirements. i 

3. Section 212-Permanent Exemptions (page 14) . 
The present Act indicates that mixture of fuels shall not be less than 25 
percent of natural gas with ddal or another alternate fuels. 

In as much asthis will directlg vary regarding .Getro-fits of air feed gasifica- 
tion to existing boilers the p&centage of 25% eliminates the more economical 
air 'gasification method. This should be changed to read as follows: 

"Where air gasification of coal or alternate fuels are utilized to manu- 
facture gas for existing boilers are 3mplemented; the mixture of fuels 
shall be allowed to whatever percentage required based on volume to 

Poet Offloe Bor 1218 Telaphana 604 386-1770 Morgan City. Louloiana 70380 
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achieve flame requirements based on accepted safety standards." 

..4. * Title I11 Section 301 (Page 19) 
The act says natural gas cannot be used'any greater quantities than used in 1974 
through 1976. 

This section should not reflect the usage in a recessional period of 1974 through 
1976 when consumption was slightly curtailed. Additionally this should have 
growth provisions for small municipalities such as Morgan City so as not to 
place undue hardships and disadvantages to the small municipalities. 

5. Title 5 Section 501 (Page 37) 
The act stipulates 1500 HRA as the basis of determining minimum peakload 
requirements. 

This requirement achieves a maximum.value of 17.12% and should be changed to 
. a value approximately 40% so as to be capable of utilizing existing investments 

in gas burning boilers through the remaining period of their useful life. This 
should therefore be changed to read 3500 hours. 

6. Title VII - Administration and Enforcement 
The'filling of exemptions on a fee charged basis as outlined' in the act will 
place unfair disadvantage on small municipal generating facilities and should 
be eliminated. 

In addition to these specific comments we wish to issue general comments as 
follows : 

A. The Fuel Use Act on restrictions of Natural Gas is in direct conflict 
with Executive Order pertaining to curtailing import oil. At the present 
50% of our oil is imported and a very small pe'rcentage of gas is imported. 
This fuel use act only says natural gas cannot be used after 1990 and there- 
fore is in direct conflict with.Executive Order and desire of the United 
states. 

B. The use of adjectives such as "available and marketable as defined by the 
Secretary" is not in the best interest of this national concern for 
energy usage. This is especially true if after use of a fuel it is then 
recognized as being marketable. 

C. The act is far.too restrictive on the small municipalit~es with only 
approximate 5,000 KW of usage as being the dividing lene, ThSs lim$tat$on 
could be placed much higher with little effect on the entEre natkon. 

D. The act does not address the local fuel supplies in any manner nor doe8 
it address the conditions such as water llmktations we ckte the following 
areas : 

a. Oil and gas prominence in. Gulf South 
b. ,Coal prominence in Northwest and West 
c. Arid areas in West are necessitating additional water supplies pon 

slurry coal pipelines 
d. Alternate fuels of refinery's in West Gulf South and Great Lakes areas, 
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If local conditions are not addressed in the National Fuel Use Act 
additional transportation of acceptable fuels will place the transportation 
of coal in a virtually impossible circumstance 

E. Coordination of o.ther areas of federal regulations require more flexibility 
in the Fuel Use Act. The areas of Safety, Environmental, Natural Gas 
Act and Fuel Use Act are often placing users of energy in direct conflict 
with other areas of federal concern. With this in mind, the Fuel Use Act 
Should be modified t0.a great extent to eliminate any reference to.vagueness 
or direct conflicts. We certainly appreciate this opportunity to comment 
on the Fuel Use Act and would appreciate your consideration of the points 
we have raisedin your comments to Congress in any future requested changes. 

V a r y  Lruly yours, 

Mayor 



drving the cities of Bryan. Denton. Garland 6 Greenville. . 

I 
t May 22, 1980 

M r .  Allen W. S t a r r  
Div is ion  of Power Supply and R e l i a b i l i t y  
U. S. Department of Energy 
2000 M. S t r e e t ,  N.W. 
Washington, D. C. 20461 

SUBJECT: P-9205 
Comments Concerning Problems 
of Compliance with the  Power 
P l a n t  and I n d u s t r i a l  Fue l  Use 
Act of 1978 

Dear M r .  S t a r r :  

The fol lowing comments a r e  i n  response t o  the A p r i l  17, 1980 F e d e r a l  Reg i s t e r  
n o t i c e  regard ing  comments' r e l a t i v e  t o  Sec t ion  744 of the  Power P l an t  and 
~ n d u s t r i a i  Fuel-use Act of 1978 (FUA). Sec t ion  744 r equ i r e s  the  Department 
of  Energy (DOE) t o  conduct a  study of the  problems of compliance with 
FUA experienced by e l e c t r i c  u t i l i t i e s  with a t o t a l  system genera t ing  capac i ty  
of  l e s s  than 2,000 MW. Our review of FUA a s  i t  impacts the  TMPA system con- 
c ludce  the  followiilg puin ts .  

The Texas Municipal Power Agency (TMPA) wishes t o  f i l e  a  system compliance 
op t ion  (SCO) exemption p e t i t i o n  t o  cover the  e x i s t i n g  e l e c t r i c  power p l a n t s  

I 

c u r r e n t l y  owned by the  C i t i e s  of Garland, Texas, Greenvi l le ,  Texas, Bryan, 
Texas, and Denton, Texas. The Economic Regulatory Administrat ion (ERA) has  
commented t h a t  TMPA cannot  f i l e  such an exemption because TMPA does not  own 
o r  opera te  the  e x i s t i n g  power p l a n t s  i n  quest ion.  We contend t h a t  the  e x i s t i n g  
power p l a n t s  a r e  con t ro l l ed  o r  operated by TMPA by v i r t u e  of an economic dis-  
pa tch  con f igu ra t ion  e s t a b l i s h e d  by TMPA a t  the  reques t  of t he  C i t i e s .  I n  
add i t i on ,  we contend t h a t  ERA cannot  properly i n t e r p r e t  i t s  own r egu la t i ons  a t  
t h i s  time because power p l an t  "operat ion" is not  def ined  i n  the  r egu la t i ons .  
We see  a  major problem i n  t h a t  the  FUA does not  adequately address  the  r i g h t s  
o f  TMPA a s  a  f i l i n g  e n t i t y  under the system compliance opt ion  exemption 
r egu la t i ons .  Our only recourse  is t o  pursue the l e g a l  i n t e r p r e t a t i o n  of t he  
quest ion.  Depending on the  length  of t h i s  process TMPA may f i n d  t h a t  i n  order  
t o  remain e l i g i b l e  f o r  a  system compliance opt i6n  exemption it w i l l  have t o  
prepare  and submit an SCO exemption p e t i t i o n  p r i o r  t o  the  August 1, 1980 
f i l i n g  deadline.  I f  TMPA wa i t s  f o r  a  l e g a l  i n t e r p r e t a t i o n  of t h i s  ques t ion  pas t  
August 1, 1980 without  s a t i s f y i n g  the deadl ine  requirements i t  vill presumably 
l o s e  t he  r i g h t  t o  ob t a in  a  system compliance opt ion  exemption. The unce r t a in ty  
involved i n  t h i s  problem my r equ i r e  us t o  incur  the  expense and e f f o r t  of 
developing an SCO exemption p e t i t i o n  t h a t  may even tua l ly  be unacceptable t o  DOE 

I Texar municipal Powet ngency 600 Arlington Downs Tower Arlington. Texas 7601 1 (8 171 461 -4400 
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Our a n a l y s i s  of t he  SCO r e g u l a t i o n s  i l l u s t r a t e s  ye t  another  problem unique t o  
power pools  such a s  ours .  Under t he  cu r r en t  SCO r e g u l a t i o n s  each p e t i t i o n e r  
w i l l  be a b l e  t o  burn a  c e r t a i n  volume of gas through the  year 1999. .Th i s  volume 
allowance cannot be exceeded except f o r  c e r t a i n  l i m i t e d  peak load or  emergency 
s i t u a t i o n s .  I n  our p a r t i c u l a r  con f igu ra t ion  - i f :  each. C i t y  ,obtains  an :.approved .. 
SCO p lan  each C i t y  w i l l  have an annual volumetr ic  gas l i m i t a t i o n .  These gas 
volumes a r e  used t o  s a t i s f y  the  genera t ion  requirements of the  TMPA system 
under economic d ispa tch .  S ince  c e r t a i n  C i t i e s  w i l l  have t o  genera te  t o  s a t i s f y  
ou r  pool requirements it is l i k e l y  t h a t  these Cities w i l l  consume t h e i r  SCO 
gas  volume l i m i t a t i o n  before  they s a t i s f y  t h e i r  po r t ion  of pool generat ion.  
When t h i s  happens the u n i t s  w i l l  most l i k e l y  have t o  switch t o  burning o i l .  The 
problem we see is t h a t  w i th in  our pool c e r t a i n  C i t i e s  w i l l  not  consume t h e i r  
SCO gas volume l i m i t a t i o n s  while  o t h e r : C i t i e s  w i l l  be c a l l e d  on t o  use 100% of 
t h e i r  SCO gas allowance plus  burn expensive o i l .  We f e e l  t h a t  these  
r e s t r i c t i o n s  a r e  con t r a ry  t o  the concept of power pooling, w i l l  r e s u l t  i n  the 
burning of otherwise unnecessary q u a n t i t i e s  of o i l  and w i l l  increase  the cos t  of 
e l e c t r i c i t y  t o  our customers unnecessar i ly .  I f  we were allowed t o  opera te  under 
an SCO p l a n  t h a t  t r e a t e d  the four  i nd iv idua l  C i t y  gas allowances l i k e  a pool 
r e sou rce  our  customers could recognize a  $30 m i l l i o n  savings over a  t en  year 
per iod.  

The r egu la to ry  burden of FUA i s  cons iderable  and has c r ea t ed  s i g n i f i c a n t  
d i f f i c u l t i e s  i n  the  development of an acceptab le  compliance s t r a t egy .  The 
d i f f i c u l t i e s  inc lude :  

1. FUA r e g u l a t i o n s  a r e  published i n  a  random fa sh ion  i n  the Fede ra l  
R e g i s t e r .  

2. Our compliance s t r a t e g y  has been based on "inter im" FUA 
regu la t ions .  I f  t he  " inter im" r e g u l a t i o n s  a r e  changed these  
r e v i s i o n s  could e a s i l y  a f f e c t  ou t  s e l e c t e d  s t r a t e g y  a t  t h i s  time. 
Given the  deadl ine  of the  SCO seraeegy, we  f i n d  t h i s  problem of 
p a r t i c u l a r  concern. 

3. The FUA d i s c r e t i o n a r y  f u e l  p roh ib i t i ons  add t o  the unce r t a in ty  i n  
developing an acceptab le  compliance s t r a t egy .  The d isc . re t ionary  
f u e l  p r o h i b i t i o n s  may negate our long term planning e f f o r t  because 
f u t u r e  dec i s ions  by DOE i n  t h i s  a r e a  can a f f e c t  our system f u e l  
mix. Such changes could cause power p l an t  conversions o r  e a r l y  
r e t i r emen t  i n  the TMPA system. Both r e s u l t s  may inc rease  the cos t  
o f  e l e c t r i c i t y  t o  our customers i n  the fu tu re .  

4. Our system has  24 e x i s t i n g  steam and gas t u rb ine  genera t ing  u n i t s .  
We a n t i c i p a t e  the need f o r  some of t hese  u n i t s  through 1999. The 
u n i t s  r equ i r ed  i n  t h i s  per iod can be gas o r  o i l  f i r e d .  I f  the  
r e g u l a t i o n s  on gas a r e  imposed as w e  understand them w e  see  no 
accep tab le  a l t e r n a t i v e  but t o  burn expensive o i l  i n  these  u n i t s .  
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Based on our understanding of the  FUA and the problems i d e n t i f i e d  above, we 
recommend t h a t  the FUA be revised t o  e i t h e r  permit TMPA t h e  r i g h t  t o  f i l e  and 
rece ive  an SCO exemption covering the e x i s t i n g  power p lant  u n i t s  of the Cities 
o r  allow the four (4)  Cities t o  f i l e  individual  SCO exemptions t h a t  would allow 
t h e  Cities t o  exchange t h e i r  respect ive  SCO gas allowances between the power 
pool pa r t i c ipan t s .  

. General Manager I 

Texas . . Municipal Power Agency 
. . . 
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Small Utilities Study 
Office of Utilities System 
Department of Energy 
2000 "M1' Street N.W., Room 4002 
Washinr~tcm, CI. C. :2046L 

Subject: Written.Comments on Problems that FUA Imposes on Small Utilities 
[Those Utilities with a ~otal ~enerating Capacity of Less Than 
2000 Megawatts] . 

Gentlemen: 

Imperial Irrigation District' (IID) has encountered several problems as a re- 
sult of the Fuel Use Act. ,A few of those problems are explained in this let- 
ter. 

Attached please find letters from the.IID to.the Department of Energy (DOE) 
and answers to those letters from the DOE regarding compliance with the Fuel 
Use Act in licensing Rockwood Units No. 1 and No. 2; a two-unit 49.5-mw peak- 
ing plant. This is a continuing problem for the IID that is now over a year 
old. It should be noted that the IID has tried in narrative form to comply 
with the regulations as published in the Federal Register, but in every case 
has been required to fill out the proper .DOE forms. Help in streamlining this 
operation W O U ~ ~  be advantaqeous. 

IID is an' isolated power system, except for the Western Area Power Administra- 
tion (WAPA) interconnections with the Parker-Davis Project. 

Prior to the FUA, IID planned to install a medium-sized (100 - 200 mw) combined- 
cycle plant in stages as required by projected load growth. However, the use 
of bil and gas for an intermediate-load plant is n6 longer allowed and IID's 
plans have to be revised. Projected load growth indicates.that by 1983, 
25 - 50 mw will be required, with an additional 100.mw required in 1985. The 
only type of plant that can be constructed in this short time is a peaking 
plant and peaking plants.can only be licensed to'opcrate 1500 hours per year 
if they use oil or natural gas. 

The probability of locating a coal plant in California of a size suitable to 
the needs of IID is quite remote and, at best, an eight-year process. 
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IID is currently working with adjacent utilities -in an effort to secure trans- 
mission service and interconnection points. Any assistance' under any of the 
Energy Acts that DOE or Federal Energy Regulatory Commission. (FERC) can offer 
would be greatly appreciated. Should transmission sewice and interconnection 
be accomplished.in a timely manner, the above peaking plants could probably be 
replaced, or at least deferred, by firm power contracts. IID realizes that 
there will be coal power available in Arizona and New Mexico in the mid 80s, 
but without transmission paths, this energy .will not be available to IID. 

To meet ,the 1990 goal of 50 percent reduction in oil .consumption, interconnec- 
tion, transmission service, and either participation in plants in. Arizona . . 
and/or New Mexico, or 'firm power contracts, will be required. 

Thank.you.very much for the opportunity to comment on these problems. 

Yours very truly, ' 

R. OGILVIE 
Manager, Power Department 

RO: clm 
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RICHARD M. WEBSTER. JR. 
MAYOR 

POST OFFICE BOX 940 

May 21, 1980 CLARKSDALE. MISSISSIPPI 38614 

D r .  Alan W .  Starr  
Room 41 03 
Divis ion o f  Power Supply & Rel iabi l i ty 
U . S . Department of Energy 
2000 M Street, N. W .  
Washington, D. C .  20461 

Re: ' Study of Small Electric Ut i l i ty  'Systems pursuant to 
Section 744 of the Power P!ant and Industria! h e !  , 
Use Ac t  of 1978 

Dear Drl. Starr: 

, I am enclosing. the wr i t ten comments of the Ci ty  of  larksd dale, 
Mississippi i n  response to the request issued A p r i l  11, 1980 by the acting 
Assistant Administrator for  U t i l i t y  Systems. The  or ig inal  o f  these comments 
has been mailed to Room 4002. 

Please note that the Ci ty  of Clarksdale would l i ke  ve ry  much to 
be  the subject of a case study by the Economic Regulatory Administration and 
would be pleased to begin immediately cooperation wi th  your  office in such 
a study. 

Yours ve ry  t ru ly ,  

Richard M. Webster, J r .  
Mayor 

Enclosure 

JAMES HICKS 
, COMMISSIONER 

THOMAS E. GARMON 
COMMISSIONER 

HENRY W. ESPY.. JR.  R ICHARD WEISS 
COMMISSIONER COMMISSIONER 



UNITED STATES DEPARTMENT OF ENERGY 
ECONOMIC REGULATORY ADMINISTRATION 

Study of  Small Electr ic U t i l i t y  Systems pursuant to Section 744 
o f  the Power Plant and .Industr ial  Fuel Use Act  o f  1978 

WRITTEN COMMENTS OF THE CITY OF CLARKSDALE, MISSISSIPPI 
4 

The  Ci ty  of  Clarksdale, Mississippi (hereinafter referred to as 

"Clarksdale") submits the fol lowing comments pursuant to the request for 

comments issued A p r i l  11, 1980, b y  the acting Assistant Administrator for  

Ut i l i ty  Systems of  the Economic Regulatory Administrat ion. 

Clarksdale is  a small municipal i ty w i th  a population of approximately 

23,000 people and i s  located in the northwest port ion of ' the State of Mississippi 

in the Mississippi Delta rkgion. Clarksdale has a ve ry  h i gh  incidence of poverty 

and a large minor i ty  population. 

Clarksdale began operating i ts  own municipal ly-owned electr ic generation 

and d ls t r lbut lon system in 1900. The  generating plants of the C i t y  have steadily 

grown, o f  course, and at  present Clarksdale has an installed design generating 

capacity o f  approximately 63,000 k w .  In 1946, Clarksdale began us ing natural 

gas for  generation. The  conversion to natural gas in 1946 occurred at a time 

when there were large volumes of  natural gas available for sale w i th  no other 

prospective consumers of  natural gas. The  climate of the area i s  such that the 
I 

use of  natural  gas by the generating plant  i s  lowest du r i ng  the wiriter months 

at  a time when the demand by other consumers of natural gas i s  at i ts  highest. 

Conversely, the demand b y  the generating plant  i s  at  i ts  highest du r i ng  the 
0 

summer months when the use of natural gas b y  other consumers is  at i ts  lowest. 



Thus  for  many years, Clarksdale was a valued customer of i ts  natural gas suppl ier .  

Clarksdale, being consistently assured of the supply of natural gas, designed each 

new generating unit to operate solely on natural gas o r  fuel o i l .  Fuel o i l  was used 

on ly  as a standby fuel w i t h  the actual use of  fuel o i l  occurr ing only an average of  

e ight  (8) to ten (10) days each year.  The  use o f  the fuel o i l  occurred on extremely 

cold win ter  days when the demand by residential customers on the natural .gas 

suppl ier 's  p ipel ine reached a peak. Under these circumstances, Clarksdale , . 

installed i ts  generating faci l i t ies in such a manner that only natural gas o r  fuel .. . . 

o i l  could be used. The  fol lowing i s  a brief descript ion of each gerierating unit .. . 

w i t h  the year of  i ts installation. 

GENERATING FACILITIES 

DATE SPECIFIED DESIGN 
FAC I Ll  T Y  INSTALLED FUEL CAPACITY 

Third Street Plant 
Un i t  #4 (Steam Uni t  
W /  T u r b o  Generator) 1945 Gas o r  #6 O i l  

Un i t  #5 (Steam Uni t  
w /Tu rbo  Generator). 1952 Gas o r  #6O i l  7500 KW 

South Plant 
\,Init #6 (Steam Uni t  
w1Turb.o Generator) 1956 Gas o r  #6.0i l  

Un i t  #7 (Steam Uni t  
w /Turbo  Generator) 1961 Gas, #2 011, or #B 011 7500 KW 

Un i t  #8 (Simple Cycle 
Gas Turb ine)  . . . 1965 Gas o r  #2 O i l  12,400 KW (base load) 

14,400 KW (peak load) 
Un i t  #9 (Combined L . I 
Cycle Steam and 
Gas Turb ine)  ;; 1972 Gas o r  #2 O i l  , I I '  . 24,750 KW (Gas) , &  . 

8 24,450 K W  (#2 Oi l )  



The last unit i s  a combined cycle steam and'gas tu'rbine which now 

serves as Clarksdale's base load unit. . The  contract for  this unit was let in 1969 

wi th  assjrances from Clarksdale's natural gas suppl ier that natural gas supplies , - '  

were plent i fu l  and there d i d  not appear to be any problem in the supply in the 

future. In performing i ts study on the feasibi l i ty of this 'unit, Clarksdale was 

furnished information that the maximum curtailment on i ts  gas supply would be 

ten percent (10%) which could possibly occur in the distant future. Thus, Clarks-  
- \ 

dale proceeded wi th  the design and installation of this combined cycle steam and 
'i 

I gas turb ine which became operable i n  1972. 

Short ly  p r i o r  to A p r i l  1 , 1975, Clarksdale was notif ied by i ts  int ra-  
- .  

state natural gas suppl ier that the de l ivery  of gas to Clarksdale's generating. 

system would cease ent i re ly on A p r i l  1, 1975. ~ h e ' c u r t a i l m e n t  was allegedly 

the resu l t  of a supply shortage being experienced b y  the interstate jur isdict ional 

I pipel ine from which Clarksdalels intrastate suppl ier acquired i ts gas for  the . _  

I Clarksdale area. Although legal remedies' were pursued v igorously b y  Clarksdale, 

I the 100% curtailment of  the natural gas supply was implemented on A p r i l  1, 1975. 

Clarksdale suffered extremely di f f icul t  operational problems during the period of 
I 

curtailment. The  machinery and equipment of i ts 'generating system were simply 

not designed to operate fu l l  time on fuel o i l ,  and Clarksdale experienced many 

I equipment,fai lures and electrica.1 outages du r i ng  the curtailment, inc luding a boi ler 

explosion du r i ng  the year 1976. From A p r i l  1, 1976 until 1978, Clarksdale burned 

natural gas in i ts generating uni ts on ly  du r i ng  the emergencies created b y  the 

fa i lure o f  the fuel o i l  supply equipment and du r i ng  March, 1976. The  total volumes 

o f  natural gas b u r n . 4  i n  these un,its in 1975 and 1976 were re lat lvely insignif icant. * 



A n  extremely unfortunate coincidence i s  that during the calendar year 

1977,.Clarksdale was able to adjust temporari ly to the natural gas curtai lment and the 

volumes of natural gas burned by its generating un i ts  during that year a re  negl igible. 

Legal proceedings being pursued b y  Clarksdale eventually culminated in the resumption 

of natural  gas de l ivery .  In 1978, Clarksdale's intrastate suppl ier was able to inte- 

gra te  i ts  intrastate gas f ie ld w i th  i ts  supplies.from the jur isdict ional  pipel ines (which 

also experienced an "increase" in supplies in 1978) , and full del iver ies of natural 

gas to Clarksdale resumed. T h e  apparently a rb i t ra ry  selection of the year 1977, 
Y 

as specified in the Fuel Use Ac t  as the year upon which t he fu tu re  use of  natural 

gas rests, i s  patently d iscr iminatory against Clarksdale which burned natural 

gas 33 out  of  the last 34 years - the one year it d i d  not burn natural gas was 1977. 
, 

T w o  of the three years used to determine the rat io of  natural  gas allowed to be 

burned in generating un i ts  are  years during which Clarksdale was under 100% curta i l -  

ment. . T h e  fa i lure to burn natural  gas i n  1977, and the fa i lu re  to b u r n  the usual 

quanti t ies of  natural gas during ,1975 and 1976 were the resu l t  of events totally 

,beyond Clarksdalels control.  

. Clarksdale can use no alternate fuel and has no source from which 

. . 

outside power and energy can be  purchased at  the.present time. Clarksdale has 

been actively seeking alternative sources of power and energy.  However, these 

efforts to date have met w i th  no success. L . 

. . - C-larksdale has, fo r  four years, beensseeking to obtain an ownership 

interest in the Grand Gul f  nuclear power plant  being co.nstructed by Mississippi 

Power & L ightCompany and Middle South Uti l i t ies. Mississippi Power 8 L igh t  

Company has denied Clarksdale the ~ p p o r t u n i t y ~ t o  part icipate in , the ownership of .  



this unit and legal proceedings are now pending before the United States Nuclear 

Regulatory Commission. No predict ion can be made as to the success o f  Clarksdale's 

efforts to obtain this source of  power.  

In January, 1979, Mississippi Power & L ight  Company announced' that. 

it planned to construct a 700,000 k w  coal f i red generating unit in DeSoto.County, . 

Mississippi, approximately 50 mi les nor th  of Clarksdale. Mississippi Power .& . . - . 

L igh t  Company indicated to Clarksdale that it would be amenable:to Clarksdale's . 

ownership part icipation in this unit.. Clarksdale immediately began efforts to 

reach an agreement w i th  Mississippi Power & L igh t  Company on acqui i ing an 

ownership interest in these un i ts .  Clarksdale had at least two negotiating 

sessions w i th  Mississippi Power & L ight  Company, but Mississippi Power & a . 

L igh t  Company announced in May, 1979, that plans for the construction of  this 

generating unit had been shelved to be reconsidered a t  some future date. There  

has been no indication of  when th is un i t .w i l l  again b e  considered. Clarksdale 

h d s  been inforrrled that the Mlddle South system has changed i ts plans to.construct 

the f i r s t  o f  these coal-fired uni ts in the Mississippi Power & L ight  Company area + 

but intends to bu i l d  the f i r s t  uni ts in another of i ts  operating company areas. 

Clarksdale has attempted to purchase wholesale power from both 

Mississippi Power & L igh t  Company and from outside the State of  Mississippit. - ,. 

Mississippi Power & L igh t  Company has to date refused to sel l  to Clarksdale p a r t  . 

of  the power requirements of  Clarksdale: Lega I proceedings are: now pending 

before the Nuclear Regulatory Commission on this denial b y  Mississippi, Power & 

L igh t  Company. No predict ion can be  made as to the outcome .of these proceedings 

nor  when this issue can be resolvled. . t  , 



Clarksdale has also entered into a contract on at  least one occasion w i th  '.' 

the C i t y  o f  Lafayette, Louisiana, for  the purchase of wholesale power from that city:' 

Lafayette was .to de l iver  the contracted power and energy to Gul f  States Uti l i t ies, 

who i'n t"rn would de l iver  i t  to Mississippi Power & L ight  Company a t  the point  

where the 500 k v  transmission l ine belonging to Mississippi Power & L ight  Company 

connected w i t h  the 500 k v  transmission l ine owned b y  Gul f  States Ut i l i t ies.  However, 

Mississippi Power & L igh t  Company refused to accept de l ivery  of  power and energy 

from Gul f  States Ut i I i  ties, asserting that no interconnection agreement existed'between 

Gul f  States Ut i l i t ies and Mississippi Power & L ight  Company. Th i s  dispute i s  also 

the subject of  legal proceedings before the Nuclear Regulatory Commission. I n  addi- 

tion, Mississippi Power & L igh t  Company attempted to f i l e  an unexecuted interconnection 

agreement w i t h  the Gul f  States Ut i l i t ies without service schedules attached. The  

~ e d e r a l  Energy Regulatory Commission rejected the filing as improper and, as o f  

th is  date;' M iss is i i pp i  Power & L igh t  Company has not attemptedto refi le: 

. .. . ' .  
: .  Ciarksdale,infurtherpursuitof'alternativepowersupplies, lead 

the efforts to obtain the passage of  legislation by the Mississippi Legislature in 1978, 

. wh ich permitted munic ipal ly  owned ut i l i t ies  to join together to form jo int  action 

agencies. Clarksdale personnel drafted the legislation which was ult imately 

adopted by the-Mississippi Legislature. Clarksdale was instrumental in the 

formation of  the.joint action agency known as the Municipal Energy Agency of 

Mississippi,  which is- chaired by the Mayor of Clarksdale. The  Municipal Energy , . 

~ ~ e n ' c ~ . o f  Mississippi has been actively pursu ing alternative power supplies on. 

behalf 0f'i.t~ mehbers, inc luding Clarksdale. The  Municipal Energy Agency of 

Mississippi ("MEAM") and Clarksdale have di l igently sought allocations of power ' 



and energy from the Southeastern Power Administrat ion. These efforts have been 

unsuccessfu I and i t  appears that the Administrator of the Southeastern Power 

Administrat ion w i l l  adopt a proposed marketing pol icy which w i l l  forever exclude \ 

MEAM and i ts  member cities, inc luding Clarksdale, from receiving any allocation 

of power from the Sou theastern Power Administrat ion. 

MEAM has applied to the Federal Energy Regulatory Commission 

for a pre l iminary  permit  to study the feasibi l i ty of the acquisition, construction 

and operation of  hydroelectr ic faci l i t ies at four low-head flood control dams and 

reservoirs in northwest Mississippi.  However, it i s  anticipated that the total 

energy to be obtained from the successful operation of hydroelectr ic faci l i t ies 

at these sites w i l l  fa l l  fa r  shor t  o f  prov id ing a signif icant port ion of the energy 

requirements of  the customers of MEAM. 

Thus,  Clarksdale, although d i l igent ly  pursu ing alternative sources 

o f  power, f inds ve ry  l i t t le  reason for  optimism. T h e  prohibi t ions imposed by the 

Fuel Use Act  on Clarksdale, combined w i th  the d i f f icu l ty  of obtaining a pract ical 

alternative power supply, presents a gloomy p ic tu re  for  the fu ture  of the 

Clarksdale utility even though.Clarksdale probably has a much longer h is tory  of 

using natural gas for  generation than the major i ty  of other gas us ing generating 

systems. The  Fuel Use Ac t  penalizes Clarksdale perhaps more severely than most 

other u t i l i t ies .  Only  small quant i t iesof  natural  gas were burned in 1975and.1976 , 

during a per iod of curtai lment and pract ical ly  no gas was burned in 1977. The  , , 

Fuel Use Ac t  requires gas to have been burned in 1977 in order for,gas to continue - 

to be burned p r i o r  to 1990. Thus,  without exemptions, C la rksda lew i l l  be  completely 

6 1  'ib. .' * - 



prohibi ted from burning natural  gas. T h i s  imposes a v e r y  severe burden on th is 

small utility. 

. 
' 

Clarksdale appears to be placed in a posit ion of seeking a permanent 

exemption o r  uti Ii zing the system compliance option. However, the cost of meeting 

the burden o f  proof  imposed on  the utility seeking a permanent exemption, par t icu lar ly  

those requ i r ing  a fuel decisions report,  i s  onerous to a small utility l i ke   larksd dale. 

Simi lar ly ,  the cost burden for  prepar ing,  and obtaining acceptance of, a system 

compliance option plan i s  ve ry  great  for  a c i t y  l i ke  Clarksdale. The  requirement 

of over ly  burdensome and expensive accumulations of data to meet the burden of 

proof  and to satisfy the requirements of the statute and the regulations create serious 

problems for  a uti Iity w i t h  an annual income of $6,000,000. 

Clarksdale notes that the Economic Regulatory Administrat ion w i l l  

perform case studies for  a representative sample of ut i l i t ies.  Clarksdale would 

l i ke  v e r y  much to submit to a study b y  the Economic Regulatory.Administration 

and offers to do so. It i s  believed that near ly a l l  problems that are  faced b y  small 

u t i l i t ies  a re  also faced by Clarksdale, and a thorough study can be made of  these 

problems in the Clarksdale u t i l i t y .  

Respectfu I l y  submitted , 

CITY OF CLARKSDALE, MISSISSIPPI 



'-4RD MEMBERS: 

n .  .:Y R. RENTSCHLER 
Chairman 

ROBERT E. BEYER 
Vice-Chairman 

FULTON, MISSOURI 
6525 1 

May 23, 1980 

ROBERT W. CRAGHEAD 
Secretary 

BOHDAN MATlSZlW 

Mr. Alan W. Starr 
Chief, Source Technology & Economics Branch 
Division of Power Supply & ~eliabilit~ 
Economic, Regulatory Administration 
Washington, D.C. 20461 

  ear Mr. ~tarr: 
Fulton's power plant was constructed 1967-1971 and consists 

of three (3) internal combustion engines and one (1) combustion 
turbine, a total of 32.5 megawatts. All of this equipment can 
be operated 100% on 82 oil or on natural gas with approximately 
5% #2 oil for ignition. There is no.known alternati-ve fuels that 
will work in this equipment. 

All of this equipment should have a useful lif,e..,of 40 .years 
with proper maintenance. The revenue bonds covering",thfs.equip- 
ment will not be paid off until 1991 and even .then.$(he'expected 
life of the plant would extend to t.he .year 2007. 

JOHN E. BATES 
Superintendent of Utilities 

BYRON DYSART 
Comptroller 

. .  . 
Fulton is tied to a stack wide,:network thtough'i~s~sociated 

E1ectric Co-op of Missouri grig w e  have contracted for a d d i $ l o n a ~ '  ! 
power through their network, fo'r coal 'produced~~electricity::.but ' "  

our own equipment will have to -be base loaded 'at 'least' through ' 

the severe cold winter months and through the peak periods 0%. 
I summer. 

Early in 1979 we were told by the Department. of ~ n = $ ~  ' 
representatives to arrange for gas for our power plants in 
order to reduce oil imports. We did this and our present.-gas 
supplier, Panhandle Wstern, predicts we will have all the gas 
we need for our operation through 1990. 

We belong to the American Public Power Association and feel 
that they have been representing their members before hearings 
for D.O.E. and E.R.A. and other branches of our govermnent but 
the scene changes sofast and the mood of congress shifts from 
week to week that none of us can plan effectively for the future 
needs of our communities. 



May 23, 1980 
Alan W. Starr 

I hope this is the information you are seeking. I will be 
happy to furnish any additional data you might ask for. 

Sincerely, 

E. Bates 
General Superintendent 

BOARD OF PUBLIC WORKS 
CITY OF FULTON, MISSOURI 
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NEW EXCHEQUER DAM 

AND POWERHOUSE 

M E R ~ E D ~ W R N U  
m w  

MAILING ADDRESS: P. 0. BOX= 
PHONE: (pe) 722476l 

May 28, 1980 

Alan W. Starr 
Division of Power Supply and Reliability 
U. S. Department of Energy 
2000 M Street, N. W. 
Washington, D. C. 20461 

Dear Mr.  Starr: 

Please be advised that our Distkict's two generating 
plants are both hydroelectric and therefore use no gas, o i l  or 
coal. 

TR: 1s 
Chief Engr. & Asat. Mgr. 

DIRECTORS: JOSEPH PLAGENZA RICHAUD PARKER OEOUGE MACK LESLIE PAPAZIAN DONALD PETERS 
Prcddent Vlce--&dent DIvidon 8 DmWon 4 Diddon 6 
Mvidon 2 DkMon 1 

HUBERT TRINDADE 
Ars8mr-CbIlector 

JAY ANDSUBON 
s . o s t r r J * M ~ -  

TOM RETA 
ChleiElmtMar 



Elec t r ic  Power & Light 

Alan W. S t a r r  
Chief Source Technology & Economics Branch 
Division of Power Supply and Rel iab i l i ty  
Economic Regulatory Administration 
Department of Energy 
Washington, D. C. 20461 

Dear M r .  S tarr :  

1.. response t o  your l i t t e r  of problems confronting small u t i l i t i e s  
concerning FUA 1978, I am reporting the  following. 

Our p+ant has 11.5 megawatts capabili ty,  in,generation. Due t o  the 
cut-off of our natural  gas del iver ies  by our supplier, our genera- 
t i o n  capabili ty has been reduced to  4.9' megawatts. 
. - 

The City converted one of its 45,000 lb ,  an hour boi le r  from natural  
gas and no. 2 d iese l  o i l  f i r i n g  to  coal f i r ing .  The cost of th i s  
piojkct  was $540,000.00. 

The boi le r  conversion was completed and put on the l i n e  January 9, 
1979. The City has thus learned the  boi le r  did not pass the 
emissions t e s t  specifications imposed by the Colorado Department of 
~ e a l t h  . 
With the los s  of natural  gas supplies and meeting the coal s tack 
emissions specifications,  the small power plants can no longer 
operate. 

Sincerely, , , 
. .- 

.by / I  

power E; l i g h t  Superintendent 
CITY OF T ~ ~ ~ I D A D  



CITY H A L L  

OTTAWA, KANSAS 66067 
* '. 

June 4, 1980 

Small utilities Study 
Office of Utility Systems . 
Department of Energy 
Room 4002 
2000 M Street N. W. 
Washington, D. C. 20461 

Re: DOE/Fuel Use Act < 

Small Utility Comcntc 

The City of Ottawa operates a generating system in the 25 
MW class, serving 5,192.customers within the City, which has a 
population of 10,500 people. 

The Utility Department of this City feels that section 744.of 
the FUA/1978 primarily address& itself to large utility operations. 
It appears that a utility of our'size might be at a great disadvantage 
when it comes to consideration on essential fuels for generation 
purposes. Most small systems rely on internal combustion engines, 
and small combustion turbines, p~i'lcipally gas and oil. fired. 
After some study .it 'is .this City's contention that the.gas and oil 
used by the small municipal utilities across the United States 
represents a very small.percentage of the total oil and ga's 
utilization in this nation. We feel the smazler systems do have 
a place in the future scheme of electrical generation.' They. , 

provide a market place for off-peak energy for coal-fired and 
nuclear sources, and relieve burdens on the larger systems on-peak 
periods. They also .provide local reliability, help maintain.loca1 
employment,. and material production which has a bearing on the 
GNP of this nation. 

We feel that your department should agree that a plant of 
our size could not utilize coal in its present form ( with all 
its handling and.transportation costs) as a realistic energy source. 
This brings forth the thought of present regulatory policies in 
regards to the pricing of natural gas to energy producing faci1.ities 
This City feels that any artifical price raising of natural gas 
over actual costs justification further distorts the rational 
development of alternatives. 



Small Utilities Study 
Office of Utility Systems 
Dep.artment of Energy 

June 4, 1980 

Page 2 

This utility, like many smaller municipal generating facilities 
feels it would be unfair for them to be subjected to the same 
regulatory procedures as the large systems. Smaller systems can 
ill-afford the expense or the legal and technical impact to pursue 
e'xemption applications for co-generation concepts, hardship cases, 
ect. 

Small generating facilities in general need additional time 
with a realistic cost on gas and oil until alternative technulogies 
emerge making possible use of low-grade energy sources. 

We thank you for the opportunity to comment. 

ri n 



MARSHFIELD ELECTRIC and WATER DEPT. 
MARSHFIELD, WISCONSIN 54449 

Phone 715 387-1195 
MOO South Roddis Ave. 

P. 0. BPX 670 

May 30, 1980 

. . 
a .  

Small Utilities Study 
Office of Utility Systems 
Department of Energy 
Room 4002 
2000 M Street NW 
Washington, D.C. 20461 

Gentlemen: 

The Marshfield Electric Utility is a municipal utility that'serves about 
9,500 electric customers and has 39. megawatts @lW) of steam powered 
generation. This generation is comprised of 29 MW of coal fired generation 
and 10'MW of natural gas fired generatfon. 112 fuel of1 can be used as an 
alternate fuel in the gas fired boilers. The price of natural gas is 
presently about $2.95 per million BTU and the price of 112 fuel oil is 
about $6.50 per million BTU. 

Marshfield uses, on an average, about 2,000,000 therms of natural gas 
per year. This i s  used mostly for peaking and some intermediate power 
generation. To replace the natural gas with fuel oil at the above costs 
represents an increase of about $710,000.00 per year. 

Marshfield presently buys partial requirements power from a private utility. 
About 50% of the power needs of the City are purchased from this private 
utility and the other 50% are generated. This produces the most economic 
mix for our power supply. If Marshfield was to replace the 10MW of natural 
gas fired generation with firm power purchases under our partial requirements 
contract, the increase in demand charges per year would be about $734,000.00. 

Therefore, like many other small utilities, Marshfield needs natural gas for 
generation in order to avoid substantial cost increases to its customers. 

We would like to address one other problem with the Power Plant and Industrial 
Fuel Use Act. Marshfield applied for and received a Special Temporary 
Public Interest Exemption from the .prohibitions of sections 301(a)(2) and (3) 



Small U t f l i t i e s  Study ' 
Department of Energy 

May 30, 1980 
Page 2 

of  this Act. A s  a cond i t i on  of these .exempt ions ,  we a r e  r equ i r ed  t o  submit 
t o  t h e  Department of Energy a-systeni-wide f u e l  conse rva t ion 'p l an .  The p l an  
must b e  s e t  up and monitored t o  show t h e  s p e c i f i c  r e s u l t s  of t h e  energy 
conserva t ion  plan.  It is  r e a d i l y  apparent  t o  u s  t h a t  w e  do no t  have t h e  
personnel  o r  f i n a n c f a l  r e sou rces  t o  c a r r y  ou t  t h e  r equ i r ed  plan.  We a r e  
s u r e  t h a t  many o t h e r  smal l  u t i l i t i e s  wi th  l i rqi ted s t a f f  personnel  a r e  i n  
s i m i l a r  s i t u a t i o n s .  I f  the. Department of Energy i n s i s t s  on t h i s  requirement,  
Marshffeld w i l l  have t o  sur render  t h e  Spec ia l  Terriporary'Public I n t e r e s t  
Exemption i t  recefved . 
Thank you, 

S ince re ly ,  

Q & m ~ , C Z ) , , . L , M . , 4 &  
v 

Robert R. Pawelski,  P,E. 
U t i l i t y  Manager 

C . C .  Ruth Oonoc, APPA 



CITY OF HIGHLAND 
Highland, Illinois 62249 

PHONE (818) 654-9894 OFFICE - 1115 BROADWAY 

May 30.,. 1980 

M r .  John H. Williams 
Div. of Power Supply and R e l i a b i l i t y  
U.S. Dept. of  Energy 
2000 M S t r e e t  N.W. 
Washingto'n, D. C. 20461 

Dear S i r :  

I am w r i t i n g  t o  ..you i n  r e p l y  t o  a le t ter  da ted  May 21, 1980, 
from Alan S t a r r .  . H e  reques ted  comments regard ing  t h e  Powerplant 
and I n d u s t r i a l  Fuel U s e  Act of 1978. I s h a l l  a t tempt  t o  comment 
on s e v e r a l  of your suggested po in t s .  

A s  background infgrmation,  Highland ope ra t e s  a municipal  electric 
system. Our peak l a s t  yea r  was 17.9 MW and w e  genera ted  11.5 MW 
of it w i t h  dual-fueled d i e s e l  engines .  The remaining 6.4 MW was 
purchased from I l l i n o i s  Power Company. 

W e  base  load  from I.P.. and gene ra t e  t o  peak shave. Las t  yea r ,  
our  t o t a l  system use wae 66,450 MWH; , w e  generated 15,125 MWH 
of t h i s  t o t a l .  , 

Comments: #1, "Impact .of FUA.. . . I' 
AS I .mdb.. r s t a n d  t h e  FUA, it does n o t  p r e s e n t l y  a f f e c t  d i e s e l  
engine genera.t ion.  I s i n c e r e l y  hope t h a t  t h e s e  l a r g e  engines  
w i l l  remain exempt a s t h e y  a r e  usua l ly  one of  t h e  only forms 
of peaking gene ra t ion  a v a i l a b l e  t o  smal l  m u n i c i p a l i t i e s  a t  
reasonable  cos ts . : .  Small municipals  u sua l ly  do n o t  have t h e  
bonding power necessary t o  suppor t  t h e  purchase of s t a t e -o f -  
t h e - a r t  steam genera t ion  equipment s e l l i n g  f o r  $1000 t o  $1200 
p e r  k i lowa t t .  D i e s e l ,  a t  about $350/kw, and c:aItbustion t u r b i n e s  
a t  about $200/kw a r e  a l l  t h a t  a r e  a v a i l a b l e  i n  our  p r i c e  range. 

Since w e  cannot a f f o r d  t o  purchase base-load (steam) equipment, 
w e  a r e  l e f t  w i th  peaking u n i t s  and nego t i a t ed ,  base-load c o n t r a c t s .  
Such requirements  f o r c e  us  t o  d i e s e l . o r  n a t u r a l  gas f u e l  sources .  
The impact of FUA i s  then an e f f e c t i v e  block of t h e  purchase of  
any combustion t u r b i n e  peaking u n i t  of g r e a t e r  than  10 MW capac i ty .  
This  e x t r a  peaking requirement,  which t h e  municipal  cannot gene ra t e ,  
i s  then forced  onto  t h e  base  load  u t i l i t y ! s  system--often a t  t h e  
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same t i m e  a s  i t s  peak. The e x t r a  demand decreases  t h e  base load 
u t i l i t y ' s  r e s e r v e  capac i ty ,  i n c r e a s e s  t h e  c o s t  of power t o  t h e  
municipal  customers (due t o  inc reased  demand'charges),  and t h e  
e l e c t r i c a l  i n d u s t r y  a s  a  whole l o s e s  some of i t s  a b i l i t y  t o  m e e t  
f u t u r e  load. Suqgest ion;  Could t h i s  Act be m e n d e d  t o  apply 
only  t o  base load  u n i t s ?  I f  i n t e rmed ia t e  and peaking load  
u n i t s  w e r e  exempt, smal l  u t i l i t i e s  could l i v e  wi th  t h e  A c t .  

#6, "Problem i n  ga in ing  access . . . . "  
This  yea r ,  t h e  I l l i n o i s  Municipal U t i l i t i e s  Assoc ia t ion  was a b l e  - - 

t o  g e t  an "Enabling ~ e ~ i s l a t i o n "  b i l l  in t roduced  i n  t h e  I l l i n o i s  
House and Senate.  This  i n t r o d u c t i o n  was t h e  culminat ion of 
s e v e r a l  yea r s  of work by the IMUA J o i n t  Action Committee. 
Unfortunately , '  a f t e r  t h e  b i l l  made it back t o  t h e  f l o o r  from 
Committee, t h e  sponsoring Senator p u l l e d  it o f f  of t h e  adgenda, 
and so ,  t h e  b i l l  has  been scrapped f o r  t h i s  s e s s ion .  

L e g i s l a t i o n  enabl ing  municipals  t o  form j o i n t  a c t i o n  groups t o  . . .  

purchase and/or b u i l d  t h e i r - o w n  gene ra t ing  p l a n t s  has  m e t  much 
oppos i t ion  i n  s t a t e s  where i t  Has been presented.  Many s t a t e s  
now have such l e g i s l a t i o n ,  bu t  g e t t i n g  it passed i n  s t a t e  
' l e g i s l a t u r e s  r e q u i r e s  more t i m e  and money than is necessary.  
I n v e s t o r  owned u t i l i t i e s  see j o i n t  a c t i o n  groups a s  t h r e a t s  t o  
t h e i r  l ivelyhood, , ,and so ,  lobby very s t r o n g l y  a g a i n s t  them. 
Municipals u sua l ly  do no t  have t h e  funds necessary t o  buy t h e  , 

l o b b y i s t s  f o r  t h e  l e g i s l a t i o n ,  s o  t h e  b a t t l e  becomes a  long one. - 
Suggestion: Pass  a  broad-coverage "Enabling Leg i s l a t ion"  a c t  on t h e  
Federa l  l e v e l  which would make j o i n t  z c t i o n  groups l e g a l  i n  a l l  
s t a t e s ,  and s o  save t h e  r a t epaye r s  of both t h e  municipal  and 
investor-owned u t i l i t i e s  t h e  c o s t s  of t h e  l e g a l  h a s s l e s  which 
w i l l  r e s u l t  o therwise.  With t h e  enabl ing  l e g i s l a t i o n ,  municipals  
can g e t  on wi th  t h e  planning and cons t ruc t ion  of  needed gene ra t ion  
f a c i l i t i e s .  R e m e m b e r  t h a t  it t a k e s  about seven yea r s  t o  b u i l d  
a steam p l a n t ,  s o  t h e  longer  it t a k e s  t o  g e t  enabl ing  l e g i s l a t i o n ,  
t h e  f a r t h e r  o f f  t hose  p l a n t  completion d a t e s  a r e .  

#7,  Poss ib le  ' ~ e d e r a l  o r  S t a t e  Actions 
(111) L e g i s l a t i v e  Amrnendments t o  FUA r e q u i r i n g  s t a t e s  t o  pass  
j o i n t  a c t i o n  l e g i s l a t i o n .  

( I V )  Provide funds f o r  "exo t i c "  o r  "unusual technologies"  such 
a s  f l u i d i z e d  beds, etc. t o  sma l l  e l e c t r i c  systems. Systems 
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which would b e n e f i t  most from t h e s e  s m a l l e r  u n i t s  should be 
t h e  ones g e t t i n g  t h e  Fede ra l  g r a n t s ,  n o t . t h e  b i g  systems 
which d o n ' t  r e a l l y  need t h e  smal l  exper imenta l  u n i t s .  

(V)  S t a t e  a c t i o n ;  Pass  j o i n t  a c t i o n  l e g i s l a t i o n .  

I would l i k e  t o  thank you f o r  t h e  oppor tun i ty  t o  comment on t h i s  
A c t .  v 

S i n c e r e l y ,  / 

William .M. ~ H e r r o n ,  P.E. 
. E l e c t r i c  Eupt. 

C i t y  of  Highland 

cc: D. W i l l i a m s ,  C i t y  Manager 



CHARLES F. WALTERS 
GENERAL M A N I C E R  

ELECTRIC DIVISION . 
DEPARTMENT OF PUBLIC UTILITIES 

100 JOHN STREET 

WALLINGFORD. CONNECTICUT 0 6 4 9 2  

TELEPHONE 265 - 1593 

June 2 ,  1980 

Small U t i l i t i e s  Study 
O f f i c e  o f  U t i l i t y  Systems 
Department o f  Energy - Room 4002 
2000 M S t r e e t  
Washington, D .  C .  20461 

Gentlemen: 

This  u t i l i t y  o p e r a t e s  a 2 2 . 5  MW o i l - f u e l e d  s team g e n e r a t i n g  
s t a t i o n  used f o r  peak ing  power. Cost o f  c o n v e r t i n g  e x i s t i n g  
equipment would have t o  be s p r e a d  o v e r  few Ki lowat t  hours .    his 
makes any such  c o n v e r s i o n  p r o j e c t  uneconomical .  

Alt.hni.lgh t h e r e  have been r e g u l a r  opportunities t o  p a i - t i c i -  
p a t e  i n  ownership of e x i s t i n g  o r  pl-anned l a r g e  g e n e r a t i n g  u n i t s ,  
t h e  l e n g t h  o f  t ime  t o  . n e g o t i a t e  f o r  a c c e s s  t o  t r a n s m i s s i o n  
f a c i l i t i e s  p r e c l u d e s  s e r i o u s  c o n s i d e r a t i o n  o f  such o f f e r i n g s .  

P a r t i c i p a t i o n  i n  a  mix o f  e x i s t i n g  o r  proposed g e n e r a t i n g  
f a c i l i t i e s  would be t h e  most economical approach t o  f o l l o w  f o r  
s m a l l  u t i l i t i e s .  These e f f o r t s  have o f t e n  been f r u s t r a t e d  by 
.owners o f  t r a n s m i s s i o n  f a c i l i t i e s ,  p a r t i c u l a r l y  when t h e y  a r e  t h e  
wholesa le  s u p p l i e r  o f  e l e c t r i c i t y  t o  t h e  smal l  u t i l i t y .  

.Although I am n o t  c e r t a i n  o f  t h e  "breaking" p o i n t ,  many 
t i l i t i e s  o r  a g e n c i e s  below 2000 MW have s u b s t a n t i a l .  s t a f f  capa-  
i l i t y  t h a t  i s  n o t  p r e s e n t  i n  a  u t i l i t y  wi th  a  22.5 MW g e n e r a t i n g  
t a t i o n .  My s u g g e s t i o n  would be t o  r a i s e  t h e  100 m i l l i o n  BTU 
i m i t  t o  r c c o g n i z e  t h e  t o t a l  s i z e  o f  t h e  u t i l i t y .  

S i n c e r e l y  y o u r s ,  

Char les  F. Wal ters  

. GENERAL MANAGER 



ITILITIES, BUILDING ' , 

8 S. NEVADA AVE. 

' CITY OF COLORADO SPRINGS 
COLORADO 80947 

P.O. BOX 1 1 0 3  

DEPARTMENT OF PUBLIC UTILITIES 
WATER-ELECTRIC-GAS-WASTE WATER 

C ~ R T I F I E D  P l l  3450951 \ 
* .  

June 3, 1980 

M r .  A1 lan  W. S t a r r  
Chief, Source Technology and 

Economics Branch 
D i v i s i o n  o f  Power Supply and 

Re1 i a b i  1 i t y  
Economic Regulatory Admin i s t ra t i on  
2000 M S t ree t ,  N.V. 
Washington, D.C. 20461 

Dear M r .  S t a r r :  
. . 

M r .  James D. P h i l l i p s ,  D i r e c t o r  o f  U t i l i t i e s  f o r  the C i t y  o f  
Colorado, Spri,ngs has asked t h a t  I respond t o  your  l e t t e r  of  May 21,1980 
concerning the impact o f  the Fuel Use Act  on u t i l i t i e s  w i t h  less th.an 
2000 MW of '  generat ion.,  We, here i n  Colorado Springs, apprec ia te  having 
the  opportuni  t y  . t o  comment, on the. Fuel Use Act  ,Regulations. 

As a p o i n t  o f  in fo rmat ion .  we have h i r e d  a consu l t i ng  f i r m  t o  a s s i s t  us 
i n  determin ing the optimum approach t o  meeting the p r o h i b i t i o n s  o f  the 
Act.  I n  a d d i t i o n ,  s t a f f  personnel have been f o l l o w i n g  the  progress o f  
the Fuel Use Act s p e c i f i c a l l y ,  and the ~ a t i o n a l  Energy Act  genera l l y ,  
s ince  t h e i r  incept ion .  We have f i l e d  f o r  an exemption under the  spec ia l  
r u l e  f o r  a Temporary Pub1 i c  I n t e r e s t  Exemption and a r e  awa i t i ng  a 
r u l i n g  by the ERA. 

A t  the present  t ime, the  C i t y  o f  Colorado Springs owns and operates 
547 MW o f  thermal generat ion,  469 MW o f  which i s  c o a l - f i r e d .  The remaining 
78 MW i s  o i l / g a s  f i r e d  generat ion and i s  prov ided by s i x  smal le r  u n i t s .  
Because o f  economi cs and na t i ona l  . i nteres t s  , these o l d e r  u n i t s  a r e  operated 
o n l y  when less  expensive power i s  n o t  a v a i l a b l e  i n  the region. Whi le 
these un i  t s  cou ld  n o t  be economical l y  converted t o  c o a l - f  i r i n g ,  they a r e  
s t i  1 1  va luab le  assets i n  terms o f  t he  re1 i a b l e  opera t ion  o f  our  system i n  . 
t he  event o f  equipment outages due t o  mal func t ions  o r  maintenance. Therefore, 
i t  i s  t o  our  advantage t o  operate these u n i t s  when necessary. 
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"Given the apparent f l e x i b i l i t y  o f  t h e  Fuel Use Act ,  we do not  foresee 
any major impac7t o f  t he  p r o h i b i t i o n s  on t h i s  u t i l i t y .  However, the  
p o t e n t i a l  does e x i s t .  For instance, i f  we a re  n o t  granted an exempkion 
under the spec ia l  r u l e ,  we w i  1 1  be forced t o  burn o i  1 i n  these o l d e r  
u n i t s  t o  comply w i t h  the p r o h i b i t i o n s  o f  Sect ion 301 o f  the  Act. This 
would c o n s t i t u t e  an economic pena l ty  t o  our  ratepayers and would seem 
t o  c o n t r a d i c t  the i n t e n t  of the Nat iona l  Energy Po l i cy .  

I hope t h a t  these comments w i l l  be o f  use t o  you. Once again, thank you 
f o r  the oppor tun i t y  t o  comment. Please feel  f r e e  t o  contac t  me i f  you 
have f u r t h e r  comments. 

,.. 
S incerely,  

Don M. Schoen 
Superintendent o f  Planning 
E l e c t r i c  Product ion D i v i s i o n  

xc:  ;J .  D. P h i l l i p s  
B; G. Godec 

. D. A. Mrkvicka 
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Comments of t h e  
AMERICAN 'PUBLIC POWER ASSOCIATION . 

. . 

on t h e  
S t u d y .  of Compliance Problems of  Small E l e c t r i c  U t i l i t y  Systems 

wi th  t h e  Powerplant and I n d u s t r i a l  Fuel  U s e  A c t  o f  1978 

Economic Regulatory Administrat ion 
June 6 ,  1980 

The fo l lowing comments a r e  submit ted i n  r e g a r d . t o  ERA'S 

Small U t k l i t i e s , S t u d y  conducted pursuant  t o  Sec.  7 4 4  of  the'  

Powerplant and I n d u s t r i a l  Fuel  U s e  Act (FUA] by t h e  American 

~ u b i i c  .Power ~ s s o c i a t i o n ,  a n a t i o n a l  a s s o c i a t i o n  r e p r e s e n t i n g  

1 , 4 0 0  p u b l i c l y  owned e l e c t r i c  u t i l i t i e s  i n  4'8 S t a t e s ,  Puer to  Rico, 

t h e  Vi rg in  I s l a n d s ,  Guam and American Samoa. 

About 680 p u b l i c l y  owned u t i l i t i e s  genera te  p a r t  o r  a l l  of 

t h e i r  electric power requirements .  V i r t u a l l y  a l l  would be "smal l"  

u t i l i t i e s  a s  de f ined  by Sec t ion  7 4 4  -- having under 2000 MW of 

g e n e r a t i n g  c a p a c i t y .  W e  b e l i e v e ,  however, t h a t  e l e c t r i c  systems 

w i t h  g e n e r a t i n g  c a p a c i t i e s  over  1000 megawatts do n o t  have 

d i f f i c u l t i e s  i n  complying w i t h  FUA which a r e  s u b s t a n t i a l l y  g r e a t e r  

o r  d i f f e r e n t  in n a t u r e  from t h o s e  experienced by u t i l i t i e s  w i t h  

over  2000 megawatts of c a p a c i t y .  

Major d i f f e r c n c e a  i n  r e s o u ~ e e a ,  types  of genera t ing  

equipment, and p r a c t i c a b l e  f u e l s ,  and i n c r e a s i n g l y  g r e a t e r  burdens 

i n  complying wi th  t h e  Act, e x i s t  f o r  u t i l i t i e s  w i t h  less than  20Q 

t o  300 megawatts of - capac i ty .  U t i 1 i t i . e ~  wi th  less than  a b o u t  50, 

megawatts of c a p a c i t y  can probably he d is t inguish .ed  from t h i s  group: 

such extremely smal l  e l e c t r i c  systems almost  everywhere- l a c k  t h e  
. 



r e sources  i n  s t a f f ,  e x p e r t i s e ,  revenues,  power supply cho ices ,  and 

ba rga in ing  power.with poten . t ia1  wholesale  power s u p p l i e r s  t o  meet 

requirements  which may be imposed on the; e i t h e r  by t h e '  s t a t u t e  o r  

by r e g u l a t i o n .  The t o t a l  amount of f u e l  used by t h e s e  extremely 

small u t i l i t i e s  i s  a minute percentage  of  t o t a l  u t i l i t y  consumption. 

The b e s t  s o l u t i o n  t o  t h e i r  problems would be a l e g i s l a t i v e  . . 

amendment exempting them e n t i r e l y  from coverage by t h e  A c t . .  I f  

t h a t  i s  n o t  done, then  s e p a r a t e ,  s i m p l i f i e d  r u l e s  imposing minimum 

requirement ,s .should be adopted f o r  th .ese systems. Separa te  c r i t e r i a  

. f o r  exemptions and a d m i n i s t r a t i v e  requirements  should be e s t a b l i s h e d  

a s  w e l l  f o r  t h e  l a r g e r  c l a s s  of  smal l  u t i l i t i e s  f o r  which compliance 

wi th  t h e  A c t  and r e g u l a t i o n s  i s  a s e r i o u s ,  and o f t e n  untenable ,  

burden. 

Among p u b l i c l y  owned g e n e r a t i n g  systems w i t h i n  t h e  

c o n t i n e n t a l  United S t a t e s ,  151 had steam genera t ing  c a p a c i t y  i n  1977 

(using o i l ,  g a s ,  c o a l ,  and uranium),. w i th  a mean c a p a c i t y  of  

40 megawatts. 128 have less than  200 megawatts of  capac i ty ;  90 

'have less than  50 megawatts of  capac i ty .  S ix ty - f ive  systems have 

gas t u r b i n e  g e n e r a t i n g , f a c i l i t i e s ,  w i th  a mean c a p a c i t y  of 26 

megawatts. Sixty-two have les's than  200 MW, and .46  l e s s  than  

50 megawatts. About 500 systems use i n t e r n a l  combustion..engines.  

These systems inc lude  many of t h e  c o u n t r y ' s  s m a l l e s t  genera t ing  

u t i l i t i e s .  Thei r  s u r v i v a l  a s  independent genera t ing  u t i l i t i e s  - - .. . 

may. depend upon t h e  cont inued exc lus ion  of i n t e r n a l  combustion 

engines  from coverage by t h e  Fuel  U s e  A c t .  



The Gas Use Ban 

The Fuel  U s e  Act poses a number of  problems f o r  s m a ' l l  

electric u t i l i t i e s .  The most s e r i o u s  a r i s e  from t h e  A c t ' s  

p r o h i b i t i o n  on gas  use a f t e r  1989 and i t s  l i m i t a t i o n  on gas  use 

be fo re  1990 based on 1974-1976 gas use l e v e l s .  Small steam o r  

gas  t u r b i n e  u n i t s  have only  two a l t e r n a t i v e s  t o  us ing  n a t u r a l  

gas:  us ing  petroleum o r  s h u t t i n g  down. Resort ing t o  petroleum 

is  e x h o r b i t a n t l y  expensive f o r  e l e c t r i c  consumers; i n c r e a s e s  

petroleum impor t s ;  and may s e r i o u s l y  a f f e c t  t h e  compet i t ive  

p o s i t i o n  of  t h e  u t i l i t y  r e l a t i v e  t o  l a r g e r  surrounding i n v e s t o r  

owned u t i l i t i e s .  

The A c t ' s  l i m i t a t i o n s  on n a t u r a l  gas  use a r e  p r o p o r t i o n a t e l y  

more s e r i o u s  f o r  s m a l l  u t i l i t i e s  than  f o r  l a r g e  because many s m a l l  

systems have been more dependent on o i l  and gas than  l a r g e  systems 

i n  t h e  same region;  because , inves tmen t s  i n  s m a l l . c o a 1  f a c i l i t i e s  , 

are p r o p o r t i o n a t e l y  l e s s  economic, and below about  200 MW of 

c a p a c i t y  u s u a l l y  a r e  economically u n j u s t i f i a b l e , ;  because s m a l l  

u t i l i t i e s  a r e  s u b j e c t  t o  a  v a r i e t y  o f . a n t i - c o m p e t i t i v e  practices -. . 

l i m i t i n g  t h e i r  access  t o  t r ansmiss ion  networks and t o  . p a r t i c i p a t i o n  

i n  l a r g e  genera t ing  p r o j e c t s  on reasonable  terms; because smal l  . 
u t i l i t i e s  forced  by FUA t o  purchase power a t  wholesale  are 

inadequate ly  p r o t e c t e d  from u n f a i r  r a t e s  charged by l a r g e  power 

s u p p l i e r s ;  and because smal l  u t i l i t i e s  do n o t  have c o ~ e n s u r a t e , ~ ~ , ,  

r e s o u r c e s  t o  p e t i t i o n  s u c c e s s f u l l y  , for  exemptions- from t h e  Fue.11 .. ,- 

U s e  Act. . . 
" . .  I 



The Burdens of t h e  Exemption Process  
). 

Exemptions provided under t h e  Fuel  U s e  A c t  and ERA'S 

implementing r e g u l a t i o n s  a r e  s o  complicated,  s o  expensive,  and ' . . -  

s o  demanding of t h e ' e x p e r t i s e  of c o n s u l t a n t s  and lawyers ,  t h a t  - 
t hey  a r e  e f f e c t i v e l y  o u t  of reach  f o r  many systems, I t  is  

probably t h e  genera l  case t h a t  s m a l l  u t i l i t i e s  cannot  hope t o  

complete s u c c e s s f u l l y  an exemption p e t i t i o n  c o n t a i n i n g  d i f f i c u l t '  

p roofs ,  o r  pay s u b s t a n t i a l  f i l i n g  f e e s ,  o r  m e e t  complex terms and 

c o n d i t i o n s ,  f o r  o b t a i n i n g  t h e  permanent and temporary exemptions 

f o r  which they  may w e l l  q u a l i f y  under t h e  A c t .  

A s  it i s  p r e s e n t l y  adminis te red ,  t h e  Act i s  l i k e l y  t h e r e f o r e  

t o  t h r e a t e n  t h e  s u r v i v a l  of  s m a l l  e l e c t r i c  systems dependent on 

genera t ion  wi th  n a t u r a l  gas ,  c e r t a i n l y  i n  1990, o r  be fo re  then  

upon t e rmina t ion  of t h e  temporary p u b l i c  i n t e r e s t  exemption. 

S t r a t e g i e s  f o r  Compliance wi th  FUA 

Severa l  s t r a t e g i e s  may permi t  compliance wi th  t h e  A c t ,  and 

, su rv iva l ,  f o r  i n d i v i d u a l  u t i l i t i e s .  No a v a i l a b l e  s t r a t e g y  has  

genera l i zed  a p p l i c a t i o n ,  and a l l  p r e s e n t  s e r i o u s  drawbacks. 

P a r t i c i p a t i o n  i n  l a r g e  n u c l e a r  genera t ing  p r o j e c t s  b u i l t  by 

l a r g e r  u t i l i t i e s  may be obta ined ,  i n  some c a s e s ,  and i s  

f a c i l i t a t e d  by a n t i t r u s t  review prov i s ions  of  t h e  Atomic Energy - 

A c t .  No s i m i l a r .  l e g a l  h e l p  e x i s t s :  t o  enable  p a r t i c i p a t i o n  Lri 
t 

l a r g e  c o a l - f i r e d  p l a n t s .  I n  a d d i t i o n ,  p a r t i c i p a t i o n  i n  a  d i s t a n t  

n u c l e a r  o r  c o a l - f i r e d  .p lant  e n t a i l s  o b t a i n i n g  t r ansmiss ion  . . f . '  

se rv ices  which.may be denied o r  o f f e r e d  only  on p u n i t i v e  terms. 



New nuclear or coal-fired generation cannot be constructed 

independently on a small scale; the smallest economic capacity 

for a new coal-fired plant is probably about 200 MW, Existing , 

oil and gas-fired steam boilers can rarely be converted to coal, -,, 

for a variety of reasons, Many small powerplants, for example, +: . 

are sited in metropolitan areas without space for coal facilities 

and without tolerance for new pollution. 

Renewable energy sources and new, small-scale tecl~~~rslogies 

are promising and often lend themselves more readily to use-by 

small electric syst-as than by large systems. Publicly owned 

electric systems have been in the forefront of efforts to develop. 

renewable or highly efficient power generating facilities, 

including central station solar power, biogas, geothermal, wood, 

municipal refuse, methane from garbage dumps, falling water at 

small existin; and new dams, photovoltaics, and advanced heat 

engines. The Association has recently compiled a descriptive 

list, entitled "Public Power Innovations", of projects currently 

under way, and this list is attached to these comments. Many of - 
the listed projects have been undertaken by-small utilities. 

Yet it does not follow that small utilities nationwide 

can now turn en masse to one or another alternative technology ? .  

or renewable fuel. Such alternatives-are likely to be practical. . - %  

only on a system-specific or site-specific basis.. Many are-.- . .. 

experimental. As these are proven, many small - utilqitie,~ ,widL ,. : ,- 

adopt them because of their special suitability to dispersed .A : 

small generation. But small utilities driven out of business in 



I .  

the. coming decade by FUA will not be resurrected to put advanced ' 

technologies to work in the following decade. The willing 

laboratories these utilities could constitute for dispersed' 

renewable and technologica~ly advanced electrical generation &in 

a citizen-governed utility framework .will not exist. , 
.. ,- . . ^'joint action effort's .byWtwo 'or more utilities to obtain" 

economies of scale, among other benefits, have increased greatly 

in recent years and continue to hold promise for alternatives to 
I 
I dependeflce on small oil and gas-fired generating plants. In a 
I 

typical joint action prograni, the participating utilities form a 

new public entity which has authority to issue revenue bonds in 

its own name'and to finance all or part ownership of large 

I generation and transmission systems, which in turn supply power 

to the member utilities of the agency. There are now 103 joint 
8 

action projects and programs in the United States, more. than 

double the number in 1973. 

But joint action is not an automatic cure to the problems 

of small utilities. State legislation enabling the formation of 

joint action agencies must.be obtained, and 20 states remain 

without enabling legislation. The current cost of money is a 

grave problem for joint action agencies; high'interest rates not . 

only.'increase future power costs, but also have blocked funding 

in states with interest rate ceilings, resulted in a deterioration 

of bond prices on outstanding-issues, and caused .commercial 'banks 

to decrease.their purchases-of municipal revenue bonds. The thrust 



of  j o i n t  a c t i o n  p r o j e c t s  has  been toward c o n s t r u c t i o n  of l a r g e  

base  load  power. f a c i l i t i e s ,  l e a v i n g  peakload needs t o  be m e t  by 

o t h e r  means. 

The problems a l l  u t i l i t i e s  f a c e  i n  f i n d i n g  new l a r g e  power 

supply sources  f a c e  j o i n t  a c t i o n  aqencies  too.  The M q i c i p a l  

Energy Agency of  M i s s i s s i p p i ,  a  new j o i n t  a c t i o n  agency, has  

sought  and thus  f a r  been unable t o  o b t a i n  power a l l o c a t i o n s  from 

t h e  Southeas tern  Power Adminis t ra t ion ,  and i s  pursuinq  t h e  

p o s s i b i l i t y  of i n s t a l l i n g  low-head h y d r o e l e c t r i c  f a c i l i t i e s  

i M i s s ' s s i p p i  dams, which, however, would meet on ly  a minor p a r t  

of  t h e  needs of  t h e  agency ' s  members. Meanwhile, t h e  municipal  

m e m b e r  systems cont inue  t o  depend on o i l  o r  gas  and cont inue  t o  

f a c e  F U A ' s  cut-off  of g a s  supp l i e s .  

S p e c i f i c  Problems Involving t h e  Process  f o r  Obtaining Exemptions 
Under FUA 

APPA commented i n  d e t a i l  on problems of s m a l l  u t i l i t i e s '  i n  

o b t a i n i n g  exemptions under FUA i n  i t s  comments of October 30 ,  1979, 

on E R A t s  I n t e r i m  Rules. In  a d d i t i o n ,  A P P A t s  comments of March 1 2 ,  

1979, on ERA'S e a r l i e r  Proposed Rules suggested t h a t  s e p a r a t e  

c r i t e r i a  be adopted f o r  s m a l l  u t i l i t i e s  throughout  t h e  r u l e s  

whenever t h e i r  impact on s m a l l  u t i l i t i e s  would be d i s p r o p o r t i o n a t e l y  

more s e v e r e  t h a ~  on l a r g e  u t i l i t i e s .  W e  cont inue  t o  b e l i e v e  . 

s e p a r a t e  c r i t e r i a  t o  be e s s e n t i a l  i n  o r d e r  t o  p rese rve  t h e  

a b i l i t y  o f  s m a l l  municipal  systems t o  compete e f f e c t i v e l y  wi th  

sur rounding l a r g e  p r i v a t e l y  owned e l e c t r i c  u t i l i t i e s .  



Federal Actions to Help Small Utilities Reduce Oil,and Gas , 

Dependence 
.. . . 

Legislative amendments of FUA Section 301 (a) of the Act should 

be repealed. The prohibitions of current law force utilities to' 

resort to scarce imported petroleum; The Act's preference for the 
. , ' <  

use of imported petroleum over relatively abundant and less 

expensive domestic natural gas is irrational. Allowing electric ' ' 

. 2 , ' .  

utilities to use gas will not affect higher priority supplies, 

since under both.Federa1 and State gas curtailment policy boiler 

fuel use is the first curtailed and the last served. Utilities 

receive gas only after all residential and commercial, and most 
\ 

other industrial requirements, are satisfied. 

Changes in FUA Rules 

1. ERA'S cogeneration exemption rules should be revised. 

The showings required to demonstrate a "net oil and gas savingsW'tb. 

qualify for the cogeneration exemption would be a difficult burden 

for many small utilities. It is not clear what will constitute a 

sufficient demonstration that alternative units not yet constructed,,. 

would otherwise (without construction of the cogeneration,unit) be 

entitled to an exemption to use oil or gas; but if petitioners , , -  

must meet th.e full evidentiary requirements imposed by the interim 
* '  . 

rules for exemptions for other alternative plants, then clea-rly 

many small utilities would have great difficulty in obtaining a , ,  . . . 

cogeneration exemption. The problem would .be multiplied for 
. . 

. . 
a f 5, ' - .  

small utilities which have no present.generation. Tracing oil . .. . , . . . , 



and gas  savings t h r o u g h  t h e i r  s u p p l i e r ' s  system would i n  many 

ca se s  be an impract icable  t a s k  and would e f f e c t i v e l y  pu t  t h e  

cogenerat ion exemption beyond reach f o r  t he se  small  systems. The 

General Accounting Off ice  has suggested, i n  i t s  Report t o  Congress 

on cogenerat ion,  t h a t  i n d u s t r i a l  cogenerators  be d iv ided i n t o  

" u s e r ' ~ c l a s s e s ' , "  wi th  small  and medium s i z e  cogenerators  exempted. 

W e  urge adoption of such an exemption f o r  u t i l i t y  cogenerators '  
, 

as w e l l .  

2.  Separa te  c r i t e r i a  and admin i s t ra t ive  requirements 

should be adopted f o r  exemptions f o r  small systems. Administrat ive 

procedures should be s impl i f i ed ,  proofs  requi red  f o r  exemptions 

should be made less - d i f f i c u l t ,  and f i l i n g  f e e s  f o r  exemptions 

should no t  b e  imposed. . 

Other FederaL Actions,  P o l i c i e s ,  and Programs 

1. Two b a r r i e r s  e x i s t  t o  t h e  wider use of coa l  by w i r e  

t o  d i sp l ace  o i l  and gas- f i red  genera t ion .  One of these  i s  an 

i n s t i t u t i o n a l  b a r r i e r :  in tervening owners of t ransmiss ion may 

no t  provide a uniform r a t e  t h a t  permits  s a l e s  t o  t ake  p lace  a t  

an economic i ncen t i ve  t o  the seller  and buyer. I n  su~ue ~ d s t l s ,  

access  t o  t ransmiss ion capac i ty  is  no t  ava i l ab l e .  The 

Administrat ion should work t o  s t reng then  Federal  a u t h o r i t y  t o  

o rde r  wheeling .of e l e c t r i c i t y .  Without equ i t ab l e  access  t o  

t ransmiss ion,  smal l  u t i l i t i e s  a r e  o f t e n  barred  from shar ing  t h e  

output  of l a r g e r  c o a l  p l a n t s  which could reduce t h e i r  dependence 

on o i l  and gap. 
j 



The . . second restraint on greater use of coal by wire is 

the serious lack of sufficient high capacity transmission in some 

regions. The National Grid Study that was recently completed by 

DOE. .identified at least one such area -- the corridor between 
Florida and the,mid-Atlantic coal generating area. There are 

other such areas: ,for example, it appears that greater amounts 

of hydroelectric power could be shipped from Canada to the 

Northeast and Midwest if ample transmission capacity were 

available. But until the transmission links are constructed, 

displacement of oil will be limited. 

Increased transmission capacity would permit major transfers 

of excess energy which could be freed by load management carried 

out on a regional or inter-regional basis. The Public Utility 

Regulatory Policies Act of 1978 requires utilities to offer load 

management programs on a scale not previously common practice. 

The possibility exists that many more energy and capacity 

transfers could take place over the ne.xt decade if load management 

were integrated with transmission development. 

2. Hydroelectric power offers a non-air-polluting, cost- 

effective, inf-lation-proof, non-oil-dependent source of energy. 

Water can be put to work quickly by developing* small scale 

hydroelectric projects at existing private and public dams. 

There are about 50,000 dams in the United States. Many of them 

are untapped energy sources. The Administration has been slow to 

fund programs to stimulate non-Federal development, and has failed 



to move aggressively' to make water impoundments built and operated,.. 

by the Federal government fully power productive. 

The Administration has requested $10 million for Fiscal 

Year 1981 for small hydroelectric project feasibility studies 

under the program established by the Public Utility Regulatory 

Policies Act. No construction funds under the PURPA program 

were requested; the Administration says it will rely on the 

rural energy development program, combining authorities from 

seven different agencies to provide $300 million for loans and . 

grants for construction of small hydroelectric facilities. Thus 

far, only one project has been funded 11nder this program. Small 

hydro proponents, including APPA, have objected to the 

Administration's refusal to provide construction funds under the. . 

PURPA program. 

3. Municipal solid waste can be used to help displace 

foreign oil instead of being buried in sanitary landfills, Waste 

fuel has its share of institutional, economic, and operational 

problems. What is needed is more Federal support for 

demonstrating the technology, financinq feasibility studies, 

and stimulating community implementation. European countries I 

now use garbage for significant amounts of power genera%tion. 

The Administration should act to speed up our own application of 

their techniques and technology. 

4. One of the great resources of the Department of Energy 

. the BonnevilAe,. is the Federal power marketing agencies (PMAs) -- 
Power Administration, the Southwestern Power Administration,,the , . . -  .;- I 



Western Area Power Administration, the Southeastern Power 

Administration, and the Alaska Power.Administration. These 

agencies employ about 4,500 people, nearly 25 percent of the 

total number of DOE employees. 

The PMAs currently market power from hydroelectric 

facilities. Significant national benefits, including benefits 

to small utilities, could be realized if the PMAs were authorized 

to integrate other types of renewable resource facilities into 

their systems.  he PMAs could demonstrate the feasibility of 
operating such facilities within a utility system. For example, 

in predominantly hydroelectric systems like those operated by 

the PMAs, water can be stored when power from other renewable 

facilities, such as wind or solar, is available; thus the hydro 

base serves as a "storage battery" for power generated by other 

facilities. DOE should support Segislation, recently introduced 

in Congress, authorizing the PMAs to purchase power from or 

construct renewable resource facilities, provided that the power 

is marketed under traditional marketing policies and the 

experimental'costs of such techno?ogies are subsidized by the 

Federal government. 

5. DOE- should encourage American application of the 

long-time ~uropean energy saving tactic: district heating. * - 

Today we have no real program that aids existing district heating,' 

let' alode new eojgcts. 1n ~innesota; for instance;. &ere are 14 

mu'nicipal 'district. heatring syskems- locate&..on the systgms ' of - 
- 1 9  

publkclyl bw&d ele*ct=Tc 'ut'i.lit?es!= ' ~bweber, thedki systems face 



d i f f i c u l t i e s  i n  expending and achieving  economic s t a b i l i t y .  A s  

s t a t e d  by t h e  Minnesota Municipal U t i l i t i e s  Assoc ia t ion ,  " I t  

s e e m s  lud ic rous  t h a t  when t h e  n a t i o n  i s  spending m i l l i o n s  on 

a l t e r n a t i v e  energy resources  and encouraging cogenera t ion  i n  

t h e  p r i v a t e  s e c t o r  through t a x  i n c e n t i v e s ,  t h a t  those  o p e r a t i n g  

cogenera t ion  systems would be allowed t o  f a i l  wi thout  a s e r i o u s  

a t t empt  t o  redevelop them and even expand them t o  make them 

economically and energy e f f i c i e n t . "  when confronted  wi th  t h e  

somewhat similar problem of r e b u i l d i n g  t h e  n a t i o n ' s  l o c a l  sewage 

d i s p o s a l  p l a n t s ,  t h e  Congress found t h a t  Federa l  a i d  i n  t h e  form 

of  matching c a p i t a l  g r a n t s  was appropria ' te .  
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To t l ~ e  Ecurlomlc Regulatory Adminis t ra t ion  
i n  response  t o  t h e  r eques t  f o r  comments on 
t h e  Fue l  Use Act of 1978. 

Spencer Municipal U t i l i t i e s  is  loca t ed  i n  Northwest Iowa and owns a  23 megawatt 
gas  t u rb ine .  This  u n i t  ope ra t e s  on numbe.r one f u e l  o i l , .  The u n i t  i s  used . ': 
a s  a  peaking and an  emergency u n i t .  The u n i t  was i n s t a l l e d  i n  1970. 

The F.U.A. of 1978 a l lows  t h e  S e c r e t a r y  of Energy t o  p r o h i b i t  o r  r e s t r i c t  
t h e  u se  of petroleum i n  power p l a n t s .  The a c t  a l s o  a l lows  t h e  S e c r e t a r y  t o  
i s s u e  exemptions t o  t h e  r u l e s .  

The va lue  and importance o f ' t h e  Spencer Municipal U t i l i t e s  gas  t u r b i n e  u n i t  
i s  d i r e e t l y  t i e d  Lo an exemption. The conversion t o  a l t e r n a t e  f u e l s  i s  no t  
c o s t  e f f e c t i v e  due t o  t h e  des ign .  The ope ra t i on  a s  a  peaking u n i t  does n o t  
a l l ow  a base  yea r  f o r  consumption a l l o tmen t s  t o  be e s t a b l i s h e d .  

It is  important  t o  t h i s  U t i l i t y  t h a t  permanent exemptions a r e  a v a i l a b l e  and 
t h e  pr.ocess t o  r e c e i v e  such an exemption be r e l a t i v e l y  smooth and uncompli- 
ca ted .  

Jo in t - ac t i on  base  load power p l a n t  c o n s t r u c t i o n  i n  Iowa is  p r e s e n t l y  l i m i t e d .  
Municipal E l e c t r i c  ' U t i l i t i e s  i n  Iowa. cannot j o i n t l y  f i nance  wi thout  s p e c i a l  
l e g i s l a t i o n .  The Iowa Senate  t h i s  year  passed l e g i s l a t i o n  f o r  j o i n t  a c t i o n  
but  i t  d i d  no t  g e t  through t h e  Iowa House be fo re  adjouinment.  The passage of 
j o i n t  a c t i o n ' l e g i s l a t i o n  i n  Iowa could a i d  t h e  c o n s t r u c t i o n  of c o a l  f i r e d  
power p l a n t s  i n  Iowa by Municipals  and pos s ib ly  remove petroleum o r  n a t u r a l  ga s  
u n i t s  from base load opera t ion .  

Very t r u l y  you r s ,  

LJR: bm 

- jdeon J .' Rodas, 
A s s i s t a n t  General  Manager 

Owned by the Citizens of Spencer since 1901 



City of H OUM" 

June 4, 1980 

M r  , Alan W . S t a r r  
Divis ion  or Puwer Supply and H o l i a b i l i t y  
U.S. Department of Energy 
2000 M .  S t r e e t ,  N .W . 
Washington, D . C . 20461 

Dear ~r .' S t a r r :  

This  l e t t e r  i s  i n  response t o  your l e t t e r  concerning 
problems with compliance of t h e  Powerplant and I n d u s t r i a l  
Fuel Use Act of 1978 which small u t i l i t i e s  a r e  f ac ing .  
We, t h e  C i ty  of Houma, Louisiana have f i l e d  f o r  a perma- 
n e n t  exemption from t h e  Fuel Use Act f o r  our  municipal 
. e l e c t r i c  system and f e e l  our  a c t i o n  w i l l  be t y p i c a l  f o r  
small u t i l i t y  systems throughout t h e  country.  Some of 
our  problems may be i a ~ l a t e d  t o  South Louisiana u t i l i t i e s ,  

'wh i l e  o t h e r s  may be a common problem f o r  a l l  small u t i l i t i e s . '  

I th ink  it is  important t o  first consider  t h e  evolu- 
t i o n  and f u t u r e  growth of t h e  small power system before 
t r y i n g  t o  e s t a b l i s h  any regu la t ion .  Our system s t a r t e d  
with small n a t u r a l  gas - f i r ed  d i e s e l  genera to r s  t o  meet 
t h e  c l o o t r i o a l  needs of t h e  people of Houma, ,Louisiana. 
Natural  gas  was t h e  obvious choice f o r  f u e l  s i n c e  t h e  C i ty  
is loca ted  d i r e c t l y  over  n a t u r a l  gas  f i e l d s ,  A s  t he  C i t y  
continued t o  grow, so d id  t h e  power p l a n t  by i n s t a l l i n g  more 
and l a r g e r  d i e s e l  e n e r a t o r s .  The last  i n s t a l l a t i o n  of 
d i e s e l s  was t h r e e  f! 500KW u n i t s  i n  1958. Typical  of many -- -- - 
systems, i n  1961, an 8,000 KW gas t u r b i n e  was i n s t a l l e d .  
F i n a l l y ,  during t h e  1970's capaci ty  a d d i t i o n s  were of 
t h e  s i z e  where t h e  use of steam t u r b i n e s  was p r a c t i c a l  
and t h r e e  such u n i t s  were i n s t a l l e d  during t h i s  time 
(12,500 KW, 26,000 KW, and 41,500 K W ) .  The non-existance 
of  a W f r e e - f l o a t i n g  t i e  with any o t h e r  u t i l i t y  r e q u i r e s  
a much g r e a t e r  than normal standby rese rve  capac i ty  f o r  
our  system, 



From a management s t andpo in t ,  t h e  C i ty  Engineer was 
r e s p o n s i b i l e  f o r  t h e  e l e c t r i c  u t i l i t y .  He a l s o  handled 
g a s ,  water ,  sewer, s a n i t a t i o n ,  drainage and o t h e r  depar t -  
ments wi th in  t h e  C i t y ,  This  could be done because t h e  
opera t ion  of d i e s e l s  d o . n o t  r equ i re  much engineering in -  
volvement and many c i t i e s  may s t i l l  be a t  t h i s  p o i n t  i n  
t h e i r  organiza t ion .  The a d d i t i o n  of steam u n i t s ,  system 
growth, and a g r e a t l y  increased  number of government re -  
g u l a t i o n s  has caused us  t o  reorganize  and inc rease  t h e  
s i z e  of our  engineering staff. Major design modif ica t ions  
would probably have t o  be done by consul t ing  firms due t o  
t h e  l i m i t e d  staff of our  and o t h e r  small u t i l i t i e s .  

Converting t o  another  f u e l  would be d i f f i c u l t  f o r  
us  f o r  a new u n i t ,  n o t  t o  mention conversion t h e  e x i s t i n g  
u n i t s ,  i f  poss ib le .  Our powerplant was designed t o  burn 
n a t u r a l  gas  and as a r e s u l t  t h e r e  is  very l i t t l e  on s i t e  
space a v a i l a b l e  f o r  any type of f u e l  s to rage .  aThe b o i l e r  
design is s impl i f i ed  f o r  n a t u r a l  gas  f i r i n g  and extens.ive 
modif icat ions would have t o  be made even t o  burn o i l .  

The problems a s s o c i a t e d  with burning coa l  f o r  a small 
u t i l i t y  include d e l i v e r y ,  maintenance of equipment, s to rage  
and ques t ionable  e f f i c i e n c y  .of t h e  u n i t ,  j u s t  t o  name a few. 
While it can be s t a t e d  t h e s e  problems a l s o  e x i s t  f o r  l a r g e  
u t i l i t i e s ,  t h e  impact is n o t  t h e  same. A small u t i l i t y  
does n o t  have a l a r g e  maintenance f o r c e  which it can c a l l  
on i f  needed. The bargain ing  power with coa l  s u p p l i e r s  
and r a i l r o a d s  would a l s o  be ques t ionable  f o r  a u t i l i t y  
with an annual consumption of /00,000 t o n s ,  based on 
problems the  l a r g e  u t i l i t i e s  a r e  having. 

In conclusion, you s t a t e d  i n  your l e t t e r  t h a t  you 
were concerned by t h e  l a c k  of response by small u t i l i t i e s .  
In  t a l k i n g  with people,  I f e e l  t h i s  may be due mostly t o  
f r u s t r a t i o n  o r  t o  rephrase i t ,  "Why bo the r ,  what good w i l l  
i t  do". There is  a f e e l i n g  of being caught i n  t h e  middle 
with t h e  D .O.E. saying  d o n ' t  burn gas  o r  o i l  and a t  t h e  
same time t h e  EPA is  saying don ' t  burn coa l .  I hope these  
comments w i l l  be u s e f u l .  While they a r e  mostly genera l  
comments, they do p resen t  s i g n i f i c a n t  problems t o  small 
u t i l i t i e s  and may i n  f a c t  jepordize t h e i r  ex i s t ence .  
Many small u t i l i t i e s  may n o t  have t h e  funds o r  manpower 
a v a i l a b l e  t o  become involved i n  hear ings  o r  cour t  cases  
i n  o rde r  t o  g e t  t h e  necessary  exemptions. 

Yours t r u l y ,  

JO& E. Carlson Jr. 
Ci ty  E l e c t r i c a l  Engineer 
C i t y  of H o u ~ ~ ,  Louisiana 
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June 6, 1980 ROBERT A. NICHOLS, Director o/ Utilities 

Alan W. S t a r r  
D i v i s i o n  o f  Power Supply & R e l i a b i l i t y  
U.S. Dept. o f  Energy 
2000 M S t ree t ,  N.W. 
Washington, D.C. 20461 

Subject :  Fuel Use Act 

Dear M r .  S ta r r :  

A1 though 1 wrote you Apr i  1 1, 1980, a f t e r  your May 21, 1980, correspondence I 
have read the at tached copy o f  the  Federal Register ,  dated Thursday, Apr ' i l  17, 
1980, and wish t o  make a d d i t i o n a l  comments. 

The summary i n  t h i s  n o t i c e  addresses systems w i t h  capac i t i es  o f  less  than 2,000 
MW, the i n d i c a t i o n  being t h a t  such systems a re  considered "small". However, i n  
t he  Background comments, I i n t e r p r e t  t he  r e s t r i c t  ions t o  cover generat ing  u n i t s  
as  small as 5 MW. The l o g i c  of t h i s  escapes I I I ~ .  

O r r v i l l e l s  system has peaked around 50 MW and we u t i l i t e  two (2) u n i t s  o f  over 
20 M.W. t o  serve t h i s  load. I f  we burned something o the r  than coal ,  we could be 
i n  b i g  t r o u b l e  because we probably could no t  a f f o r d  t o  convert  from another f u e l  
t o  coa l .  I n  f a c t ,  we may experience a f u t u r e  problem because we have had occa- 
s ion  t o  use our a l t e rna te ,No .  2 f u e l  o i l  equipment when a p u l v e r i z e r  f a i l e d .  

I hope any l i m i t s  on na tu ra l  gas o r  petroleum do not  inc lude t h a t  f ue l  used f o r  
i g n i t i o n ,  s ta r t -up  and flame s t a b i l i z a t i o n .  I would a l s o  hope t h a t  no r e s t r i c -  
t j o n s  on use o f  na tu ra l  gas o r  petroleum as a prime f u e l  f o r  e x i s t i n g  u n i t s  under 
50 MW would apply because i t  would adversely a f f e c t  our a b . i l i t y  t o  serve our 
customers, u s u a l l y  a t  the  most c r i t i c a l  t ime o f  year (w in ter )  when subs tan t i a l  
damaqe could be caused by f reez ing .  As s t a t e d  p rev io~ .~s l y ,  we have needed the use 
o t  our  a l t e r n a t e  fue l  (No. 2 f ue l  o i l )  i n  the past ,  u s u a l l y  i n  the w in te r .  

I recommend s t r o n g l y  t h a t  small u t i l i t i e s ,  u t i l i z i n g  e x i s t i n g  u n i t s  o f  100 mega- 
wat ts  o r  less, be exempted from any r e s t r i c t i o n s  on the  use o f  na tu ra l  gas o r  
petroleum. Th is  recommendation i s  based on the  fo l l ow ing .  

I. Many $iicR u i i i t s  were converted trom coal t o  na.tural gas o r  petroleum a t  the  
request o f  var ious  EPA's and/or t h e i  r immediate predecessor. 

2. Convert ing from coal t o  na tu ra l  gas o r  petroleum fue l  i s  r e l a t i . v e l y  simple 
and inexpensive w i t h  some loss  o f  e f f i c i e n c y .  However, the  converse i s  no t  
t r ue .  Un i t s  p rev ious l y  converted were requ i red  t o  remove the coal handl ing 
and prepara t ion  f a c i l i t i e s  and most o f  the equipment was completely removed. 
Those u n i t s  o r i g i n a l l y  designed f o r  na tu ra l  gas and petroleum f u e l s  a re  no t  
e a s i l y  suscept ib le  t o  conversion and, cons ider ing  the  conservat ion t o  be 
achieved through the  conversion o f  these r e l a t i v e l y  few u n i t s ,  would not  be 
cos t  e f f e c t i v e .  
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3 .  Some s ta tes ,  C a l i f o r n i a  i n  p a r t i c u l a r ,  have laws f o r b i d d i n g  the  use o f  coal  
f o r  these u n i t s  and the  r e s t r i c t i o n s  could no t  be .app l i ed  e q u a l l y t o  a ' l l  
u t i l i t i e s .  

/ 

4. More'gains could be made from the  funds requ i red  f o r  the  conversion i f  the 
/ 

funds were app l i ed  t o  f u t u r e  u n i t s  and o the r  measures such as development 
o f  new methods and t o  conservat ion measures. 

5. Most small u t i l i t i e s ,  i f  forced i n  the  proposed manner, would have, . ta ' inc rease 
t h e i r  ra tes  d ramat i ca l l y  and would probably be forced ou t  o f  the u t i l i t y  
business as the  f i n a n c i a l  burden could no t  be absorbed. 

I f  our  u t i l i t y ,  and o the rs  l i k e  us, had more s t a f f  and more money, we cou ld  p re - .  
sent our  case much b e t t e r .  I hope t h a t  the  end r e s u l t s  o f  th . is  process a r e  more 
p r a c t i c a l  and reasonable than some o f  the prev ious programs. 

We a p p r e c i a t e . t h i s  oppor tun i t y  t o  comment and we wish t o  thank you f o r  your con- 
s i d e r a t i o n  and e f f o r t s .  

Yours t r u l y ,  

Di . rector  o f  U t  i 1 i t  ies  



CITY OF PRATT 

Pratt, Kansas 67124 

June 3, 1980 

Alan W. S t a r r ,  
Chief, Source Technology and Economics Branch 
Divis ion  of Power Supply and R e l i a b i l i t y  
Economic Regulatory Administrat ion 
Washington, D.C. 20461 

Dear S i r :  

I f i n d  a t  our  Power P lan t ,  t o  fo l low your guide l i n e s  w i l l  c o s t  our 
pa t rons  an added burden. A s m a l l  power p l a n t  cannot convert  t o  coa l  and 
no l a r g e  power company w i l l  s e l l  a po r r ion  of r h e i r  new c o a l  [ i r ed  p1a11Ls 
because they knuw w e  w i l l  become a cap t ive  customer paying a t  a h igher  
wholesale r a t e .  

I f  we have t o  burn high p r i ced  imported o i l  t o  of f  s e t  n a t u r a l  gas  
our product ion  c o s t s  a r e  increased  f i v e  hundred percent .  W e  s e rve  i n  
a a g r i c u l t u r e  a r e a  which by U.S. s tandards  would be termed depressed,  
as our c o s t s  i n c r e a s e  t o  our customers i t  p laces  a u n f a i r  burden on them. 

The FUA sets t h e  yea r s  of 1974 - 1976 as t h e  s tandards  f o r  t h e  amount 
of gas t o  be  used a f t e r  1990, a s  t h e  wors t  yea r s  our p l a n t  could use  as 
a standard.  Af t e r  t h e  p r i c e  of gas increased  i t  caused more d r i l l i n g  
f o r  gas  which increased  supply a l s o  some l a r g e  coa l  f i r e d  p l a n t s  have 
been b u i l t  r e l i e v i n g  more gas f o r  use. 

I th ink  a l l  sma l l  power p l a n t s  should be exempted wi th  no exceptions.  

Supt., E l e c t r i c  department 

Departments: , Manager Clerk 
Area Code: 316 672-5571 672-6446 

Airport Cemetery 
672-6842 672-3671 

Electric Park Water 
672-2022 672-6882 672-21 1 1 

Police Inspection H & S  
672-5551 672-3866 672-3866 

Street 
672-6101 
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MEMBER 

June 5, 19.80 

m. kean W .  s m  
Ckie6, Souhce Technology and 

Economics Bhanch 
D i v d i o n  06 Powm Supply and 

R d x u b r n y  
Economic Regdatony AdmininXuLion 
Depuh~3nen-t 06 Enagy 
Wabkington, 0.  C.  20461 

Deah Mh. Sxam: 

We heaeixe that t h e  F u d  Use Act d sometking that we need, b u t  i n  
L o d h n a  we W have . t o  completctq change o w  g e n d o n  in t h e  
next tevi yeam ;in o d m  t o  comply wCth tkia A c t  b e c u e  we have 
o d q  gab and ad? 6Aed g e n w o n  at t k i d  h e .  

Some 06 t h e  m u n i c i p U e 6  joined t oge thm and domed t h e  LoLLin.i.ana ' 
Enmgy and Powm ALLthohity which we m e  hoping wiee enable ub t o  buy 
dome c o d  6 h e d  gen&on due ,to be avaAkbLe ah eahey as 1981; howevm, 
t k i d  i.~ put t ing a bwrden on uh ab 6ah an capi taL cosR;b. 

We wiee need a ti.?%e m0he gab doh t h e  nexA . h o  yyearrd than. we u b d  in 
t h e  yeam 1974 t h o u g h  1977. By t h e  end 0 6  Xhe y w  1986 we uriee be 
ab le  t o  g w m a t e  a p p h o ~ a t e t y  90%. 06 owr enehgy on c o d  and LLgnLte. 
By 1990 we W ,  6mm & - indicat ions,  be 1 00% c o d  and l i g n i t e  oh 

I nudeat because gab and.od? w i L t  be phiced out 06 t h e  kieowa;tt mahhet. 
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CITY OF. BURBANK 
164 WEST MAGNOLIA BOULEVARD, P.O. BOX 631 

BURBANK, CALIFORNIA 91503 

. . .  . . 

\ - w D t 9 1 1 / .  . , 

PUBLIC SERVICE DEPARTMENT 

June 5, 1980 

1 .  

M r .  .A lan  W .  S ta r r ,  Ch ie f  
Source Techno1 ogy and Economics ~ r a ' n c  h 
.D i v i s i on  o f  Power Supply and Re1 i a b i  1  i ty 
Economic Regulatory Admin i s t ra t i on  
Department o f  Energy 
Washington, DC 20461 

Dear M r .  S t a r r :  

Power P lan t  and I n d u s t r i a l  Fuel Use Act  (FUA) o f  1978 

I n  response t o  your l e t t e r  o f  May 21, 1980, we would l i k e  t o  advise you 
t h a t  we a r e  very  concerned about our a b i l i t y  t o  comply w i t h  t he  guide- 
1 ines  es tab l  ished by FUA. We consider ourselves a small e l e c t r i c  u t i l i t y  
system w i t h  a present generatl:ng capacki ty o f  250 MW. The. genera t i  ng 
capac i ty  i s  canposed o f  f ou r  opera t ing  steam t u r b i n e  generators i n s t a l l e d  
between 1949 and 1964 which a re  f i r e d  by e i t h e r  f u e l  o i l  o r  na tu ra l  gas. 
I n  a d d i t i o n  t o  these we have th ree  gas tu rb ines  which a re  f i r e d  w i t h  
e i t h e r  d i s t i l l a t e  f u e l  o i l  o r  na tu ra l  gas and were placed i n t o  se rv i ce  
between 1969 and 1975. None o f  these u n i t s  a r e  ab le  t o  burn coa l .  

We have reviewed t h e  p o s s i b i l i t y  o f  conver t ing  some o f  these u n i t s  t o  coal 
and f i n d  tha t ,  due t o  l a c k  o f  space f o r  storage, l a c k  o f  r a i l r o a d  s i d i n g  
f o r  d e l i v e r y  o f  coal ,  and f o r  environmental reasons, i t  would be nea r l y  
impossib le t o  g e t  approval from r e g u l a t o r y  agencies t o  i n s t a l  1  coal -burning 
equipment. Our f u t u r e  based load generat ion i s  planned t o  be new c o a l - f i r e d  
power p lan ts  constructed ou ts ide  o f  C a l i f o r n i a  w i t h  t ransmiss ion l i n e s  f ~ r  
Impor t i  ng energy t o  Burbank. 

We have cont rac ts  a t  t h e  present t ime w i t h  t h e  Eugene Water and E l e c t r i c  
Board and t h e  Weyerhauser Corporat ion t o  purchase energy from a wood-waste 
generat ion p r o j e c t  i n  Eugene, Oregon. This  i s  o f  shor t - term d u r a t i o n  and 
n o t  expected t o  be a v a i l a b l e  a f t e r  1990. We a re  p resen t l y  consider ing 
en,ter i  ng i n t o  a geothermal p r o j e c t  being constructed i n  Imper ia l  County, 
C a l i f o r n i a ;  however, we feel  t h i s  w i l l  represent  l e s s  than f i v e  percent  
o f  ou r  energy suppl i e d  by 1990. 
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We have s e r i o u s l y  considered convers ion o f  s o l i d  waste t o  methane. for  
b o i l e r  f u e l ,  windpower, and s o l a r  energy f o r  f u t u r e  energy supp l ies .  
A t  best,we a r e  expect ing l e s s  than f i v e  percent  from these resources -1' 

by 1990. We have a l so  been unable t o  i d e n t i f y  more than 300 kW o f  . 
cogenerat ion p o t e n t i a l  w i t h i n  t h e  c i t y  a t  t h e  present  t ime. 

I t  i s  ou r  op in ion  t h a t  small u t i l i t i e s  such as ours, w i t h  e x i s t i n g  ' 

genera t ing  f a c i l i t i e s ,  should be exempt from r e g u l a t i o n s  which r e s u l t  i n  
negat ive  environmental impacts as w e l l  as excess ive ly  expensive and 
u n r e l i a b l e  a1 t e r n a t e  energy suppl i e s .  

S incere ly ,  

/General Manager 
. . 

ROS : JDW : j 

cc :  W .  H . ' F e l l ,  Glendale 
K. A. ~ohnsbn ,  Pasadena' 
J. R.  MacDougall 
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June 4, 1980 

C I T Y  O F  ZEELAND 
M I C H I G A N  

Department of Eriergy 
washington, D.C. 20461 
M r .  Alan W. S t a r r  
Chief:, Source Technology and Economics Branch 
Division of  Power Supply and R e l i a b i l i t y  
Economics Regulatory Administration 

Gent lcmcn r 

Enclosed please f inddwrit ten comments from our consult ing 'engineer  and 
a few remarks from the  w r i t e r .  We a r e  pleased t h a t  w e  a r e  of fered  the 
opportunity t o  express our  views, which might be of some value t o  you i n  your 
study. ~ 

The Board of Public  works, City of Zeeland has.'operated i t s  Diesel 
Power P lan t  s ince  1934. W e  generate a l 1 , o f  our own needs, with some power 
flowing o u t  i n t o  our  interchange pool during evening hours-. We now have a 
capacity of  23 M.W. w i t h  a sub-station interchange transformer r a t e d  a t  5 M.V.A. 
Zeeland.exchcges.  power w i t h  t he  Wolverine.Electr ic  Cooperative. 0ur .peaks  
occur a t  noon w i t h  wolverine peaking i n  the  evening. A.new 6 M.W. dual-fuel 
d i e s e l  engine has j u s t  been added ' to our P lan t ,  a t  a c o s t  of 2.2 mi l l ion  
do l l a r s .  The f u e l  cos t  of  our p l a n t  this .month was .03. cents  pe r  K.W.H. We 
f e e l  t h a t  our a b i l i t y  t o  prqduce cheaper power f o r  our own people p lus  the  
r e l i a b i l i t y  we have is  w e l l  worth t h e e f f o r t  put fo r th .  W e  operate. our  dual  
f u e l  &its 'on na tu ra l  gas and #2 f u e l  o i l .  W e '  have an in te r rup tab le  gas .rate., 
b u t  our  in te r rup t ions  are few and f a r  between. Our generation is about 98% 
on na tu ra l  gas with about 7% p i l o t  o i l .  O u r  plal i t  houses nine. engines. 

W e  f e e l  t h a t  a d i r e c t  hardship would r e s u l t  i f  w e  l o s t  our gas and o i l  
f o r  our  i n t e r n a l  combustion engines. Our P lan t  would be forced t o  shu t  down 
w i t h  our  l a r g e  investment l o s t .  A l l  power would have t o  be purchased, a t  a 
f a r  g r e a t e r  cost .  E l e c t r i c  r a t e s  would have t o  be increased, adding t o  our 
continued s p i r a l l i n g  cost of l iv ing .  The r e s i d e n t i a l  and i n d u s t r i a l  revenue 
produces about $300,000.00 pe r  month and a n e t  t o  surplus  p r o f i t  of approximately 
$600,000.00 t o  $800,000.00 pe r  year ,  t o  be used f o r  f u t u r e  expansion. Twenty 
people depend on u s  f o r  t h e i r  l ivel ihood.  

Thanking you again f o r  t h i s  opportunity t o  express our views. 

Manager o.f U t i l i t i e s  



J. BRYAN SIMS & ASSOCIATES 
OONUULTIN~ SNOINCII~ 

G R A N D  HAVEN. MICH. 49417 
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3 0 1  8 .  BEECHTREE 

TELEPHONE ( 6 1 6 )  8 4 . - 7 6 6 0  

June 3, 1980 

Mr. M.J. Hieftje, Manager 
Board of Public Works 
City of Zeeland 
Zeeland, Michigan 49464 

Dear Mr. Hieftje: 

Subject: Inquiry from D.O.E. 

You have asked me to look over the inquiry of Mr. Alan W. Starr, 
Chief of Science Technology of the Department of Energy, Washington, 
DC concerning information which might be helpful in possible modifi- 
cation of the Fuel Administration Act of 1978 (F.U.A.) particularly 
as it effects smaller electric utilities. 

Having been actively engaged in engineering of relatively small 
electric generating plants since the early twenties, when I had 
occasion to observe and study one of the early lignite coal burning 
plants in Texas, and later noted with interest the transition from 
coal burning to rapid use of oil and gas fuel in an area noted for 
petroleum potential, the present situation is indeed perplexing. 

I am sure that'we engineers were then aware that oil and gas were, 
generally speaking, a refined type of fuel compared with coal (pos- 
sibly with the exception of heavy residual) which might not always 
be most economical, but at least at the time it was, particularly 
when capital costs were involved and the lack of available hard coal 
in the area. 

Hence, it has been very interesting to, observe during recent years, 
the efforts to control fuel use by legislature action. As with all 
such controls, it.is understandable that unforeseen conditions would 

, necessitate some rule modification changes periodically. 

It is with the above thoughts in mind that we offer the following 
comments and/or suggestions. in response to paragraph 1 and 7 inclu- 
sive as per the "Request for information" with emphasis on this 
geographic area. 

1. Our ob'servation in general would be that there is a need for closer 
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practical coordination and agreement between the various govern'- 
mental agencies themselves including Federal and State. 

Broad legislative control is historically new in this field and 
this has undoubtedly required.new organizations of enforcing per- 
sonnel. Some members may or may not have had the expertise nor 
the experience in interpreting the rulings and guidelines, and 
this in itself may delay and confuse the power plant builder and 
his engineers, thus adding to unnecessary cost of the project. 
Recent excessivc inflation costs are burden enough without delays 
caused by indecision, inflexability, sometimes impractical personal 
opinions, if not dictoral interpretation, by various members of 
enforcing personnel. 

2. By necessity and actual desire to be loyal citizens, most power 
plant builders of their own volition will switch from less "yreo- 
ently considered scarce" fuels to others where it does not present 
excessive hardship. Thus, sympathetic understanding with pratical 
approach by enforcement personnel will accomplish the objective and 
ultimate goal. 

Obviously as indicated, the smaller utilities with limited diversi- 
fied reserves are likely to be placed in more difficult position, 
often with one source of fuel. 

Rapidly by their own efforts, the smaller utilities are intercon- 
necting to help provide diversity and assistance t,o help peaks and 
emergencies of their neighbors, large or small. 

3. Due to the energy situati.on, some of the smaller plants, again of 
their own accord, have been experimenting with alternate fuels 
i.e., wood, eti. Two u f  these in Michigan are: Grand Haven and 
St. Louis. Tlloxe is aPsv a genuine intefest in rehabilitation of 
many previously abandoned lowhead hydro electric plants, 

The majority of these hydro plants were abandoned due to avail- 
ability of power from large central stations generating large quan- 
ities at increasing higher temperatures, wi.t.h a.n ab11nrlan.ce n f  their 
self selected fuel sources and with resulting lower initial capital 
costs. It is notable however, that the large central stations have 
more recently experienced many new problems including limitations 
on type of fuel supply, the flattening out of efficiency due to 
limits of temperatures, excessive capital costs and many other 
changes. Hence, the restoration of these hydros with the potential 
of substantial total capacity may be received with more sympathy 
than previously. It is interesting to note that numbers of the 
small hydros were actually owned by the larger systems themselves. 

The City of Sturgis, Michigan is now renovating their hydro with 
more efficient equipment in addition to increasing capacity with 
6,000 KW diesel fuel diesel standby. It was interesting to.note 
that their engineers recently reported that "it only took six 
months to obtain goverriment.authority or permits". 
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It is our hope that governmental authorities in their quest to 
improve the fuel situation will keep in mind that during recent 
world wars much of the war strategy was to bomb the larger cen- 
tral stations and that the smaller geographically separated 

I power sources could help prevent a complete paralysis of our 
, nation. 

In considering other sources of energy, much has been said about 
wind power, solar energy, etc. Our recent inspection of a 150 KW 
generating plant by solar energy recently completed, indicated a' 
cost of over four million dollars which, although an admirable 
effort indicated that it is nottoo promising in the near future. 
Most immediate solar results will be the use for building heating. 
Michigan is not blessed with sunshine, but architects are aware 
of its potential and are beginning to take advantage of it. 

4. Cogeneration has gone through cycles over the years. A few decades 
ago, more chemical plants, steel mills and other firms requiring 
quantities of steam and power actually produced more of their power 
than has been the case during recent years when many of them for 
one reason or another have less inclined to generate part of their 
requirements. Many times the larger utilities were.inclined to 
discourage this cogeneration. However, it would appear that this 
cogeneration does have potentia1,and should encourage further study. 
As as example, the writer recently was requested to make a tenative 
study of a chemical plant discharging 90°F superheat steam in suffi- 
cient quantity to run a 3,000 KW turbo-generator which in terms of 
purchased power would amortize its cost in three years providing 
cogeneration could be negotiated. We understand this is up for 
further study. 

5. E 6. ~eferring' further to cogeneration, many smaller municipal e'lectric 
generating plants have, in the past, experienced some difficulty 
in consummationof interconnections and cogeneration, often due to 
competitive reasons. Our experience however is that there has been 
some improvement in this situation in the Michigan area, but.compe- 
tition being natural, it occasionally can be detected in negotiations. 

The importance of improving load factors has always been known but 
never been appreciated as much as under todays conditions! This can 
be supplemented by continuity of service. For example, during an 
icy blizzard when coal handling equipment failed in some of the 
larger plants, Zeeland, Michigan with numerous dual fuel diesels 
was urged to pump all power possible back into the interconnecting 
-transmission system. 

The usefulness of this type of highly efficient, quickly available, 
dual fuel power must be appreciated by the Department of Energy, 

- whose cooperation has enabled the Zeeland plant to continue opera- 
tion. Many larger utilities have previously installed gas-oil 
fired' turbines for emergencies, but from our own previous actual 
studies, the turbines are not any-where near as efficient as the 
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modern high thermal efficient.dua1 fuel diesel. We see a con- 
.. , structive ,need fo,r the highly efficient dual fuel diesel units,, , 

? : . in the immediate near future where applicable. Many ~ltu'atio~ns~"''~'~~ 
allow them to use interruptable gas and thus improve the load 
factor on gas systems. Few diesels are operating solely on fuel 
oil in this area, but some of the older nondual fuel units are 
retained for emergencies. 

7. Unfortunately, due to the late assignment, I have not had the oppor- 
tunity to make any suggestions for any changes as requested in 
Items 7-1, 11, 111, IVY and V as I have not reviewed the F.U.A. 
administrative procedures, rules, amendments to the..fuel u-se, 
other actions, etc. However, I sha.11 be glad to do if requested. 

Attached is some background information which may have had some 
influence upon the above comments and observations. 

Respec,tfully submitted, 

$+' B .  Sims, P . E .  

Enclosures 
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500 SOUTH ORANGE AVENUE P. 0 .  BOX 3193 ORLANDO, FLORIDA 32802 305/423-9100 

CHARLES J. HAWKINS 
President 

' GRACE C. LlNDBLOM 
First Vice President 

June 5, 198.0 

Small Utilities Study 
Office of Utility Systems 
Department of Energy, Room 4002 
2000 M Street N.W. 
Washington, D,C. 20161 

I H .  E. GENE JOHNSON 
Second Vice President 

I Gentlemen: 

CARL T. LANGFORD 
Mayor 

GROVER C. BRYAN 
Immediate Pest President 

CURTIS H .  STANTON 
Executive Vice President 

& General Manager 

J. THOMAS GURNEY. SR. 
Generel Counsel 
P. 0. Box 1273 
Orlendo, FL 32802  
305 /843-9500  

This is in response to the Department of Energy's request 
for information concerning the problems of small e1ectri.c 
utility systems in complying with the Powerplant and Indus- 
trial Fuel Use Act of 1978 as published in the Federal ' 

Register, Volume 45, No. 76 on Thursday, April 17, 1980 and 
are the comments of the Orlando Utilities Commission. 

The Orlando Utilities Commission (the Coiunission) is a 
municipally owned and operated electric and water utility 
providing clectric and water service t o  the City of Orlando 
and contiguous areas with an overall electric service area 
of 200 square miles with approximately 84,000 metered electric 
services. With the exception of approximately 13 MW of 
nuclear capacity from Florida Power Corporation's Crystal 
River # 3 ,  all the generating facilities of the Commission are 
located in Orange County and Brqvard County, Florida. The 
system summer net generating capacity is 726 MW. All of 
this generating capacity utilizes natural gas or o x  
Approximately 30 MW of the aforesaid capacity is generated 
by combustion turbines which use distillate oil or gas and 
the remainder consists of steam units which use. nurnber'6 
oil or gas. 

The major problem created by the Fuel Use Act for the Commis- 
sion is the selection of the various alternatives provided 
for in the act with respect to the system compliance option 
and/or permanent exemptions for existing plants. The 1974- 
1976 base period represents a period when the Commission was 
deeply curtailed by its supplier, Florida Gas Transmission 
Company. In contrast, the larger power systems in the state 
received substantial quantities of gas during this base period. 
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This was due to their purchase arrangements and transmission 
agreements with Florida Gas Transmission Company. If Florida Gas 
Transmission has adequate gas supplies available in the future and 
the Commission were limited to quantities determined by the base 
period use, the large power systems in Florida would receive a 
disproportionate amount of gas to the disadvantage of the Commission. 
Without the provisions of the Act, the Commission would receive its 
proper allocation under its contractual agreement with Florida Gas 
Transmission Company. 

An indepth study that would be necessary in order to make a prudent 
judgment on which of the various alternatives to take, taxes the 
manpower resources of the Commission. Contracting for such a study 
imposes a much more economic burden to the  mall utility than tu 
the large systems which have the expertise and personnel internally 
to conduct such studies. The selection of an alternate based on 
inadequate information could result in additional fuel costs in thc  
millions of dollars and would be paid by the customers of the 
Commission. 

In order for the small utility to avail themselves o f  alternate 
fuels, such as coal and nuclear, they must involve others in such 
undertakings. The small utility alone cannot generate the large 
capital necessary to finance coal or nuclear power plants. The 
municipally owned utility systems would be in a better posi~tion to 
organize and attract interest in such projects by the private segment 
of the industry if some of the restrictions with regard to the tax 
exempt status of revenue bonds for such use were removed. The 
removal or mitigation of some of these restrictions would extend the 
flexibility available to the small municipal utility in developing 
their contractual agreements with participants from the privately 
owned utilities. This is not the resu1.t of the Fuel Use Aat but 
Comes under Item 7 (IV) in the Request for Information section of 
the published notice. 

In summary, all of the generating faci..l.,i.f.j.es of the Commi~~ion st 
the present time; with the exception of the '13 MW nuclear capacity, 
arel..combination oil and gas fired units. Imposing restrictions on 
the use of natural gas limits the fuel flexibility options available 
during the remaining life of the units. Selection of an alternate 
under the act may result in actions contrary to the interest of the 
electric consumer of the Commission. More flexibility in financing 
arrangements by the elimination of some of the present restrictions 
on the tax exempt status of municipal bonds, would enhance the 
ability of the Commission to attract others in coal and nuclear 
projects, thereby making alternate fuel sources available as viable 
options. In the short term, the most effective action would be 
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the elimination of the Act's~restrictions on burning natural gas 
in existing power plants. The burning of such gas to conform to 
the curtailment priorities established by the appropriate 
regulatory agency. 

Yours very truly, 

ORLANDO UTILITIES 'COMMISSION 

-/Louis E. Stone; Manager 
Electric Operations 

LES : sw 



L/A/COLN ELECTRIC SYSTElM -s 
1200 "N" STREET, SUITE 300. P. 0 .  BOX 80869. LINCOLN, NEBRASKA 68501 . TELEPHONE 402-475-421 1 

June 5, 1980 

M r .  Alan W. S t a r r  
Div is ion  o f  Power Supply and R e l i a b i l i t y  
U. S. Department of Energy 
2000 M S t r e e t  N.W. 
washington, D.C. 20461 

Dear M r .  'Starr: 
. - 

Thank ,you £or providing a forum i n  which I can emtess our concerns on 
t h e  impact of  t h e  Fiiel Use ACC on small e l e c t r l c  u t l l i L i e 8  buul'l &a 
Lincoln E l e c t r i c  System (LES) . 
LES is the  municipally-owned e l e c t r i c  system of  t he  C i t y  of  Lincoln, 
Nebraska. A t  t h e  p r e s e n t  time, LES s u p p l i e s  e l e c t r i c  energy to some 
77,100 customers w i t h i n  t h e  co rpo ra t e  l i m i t s  of t he  C i t y  of  Lincoln and 
ad jacen t  t e r r i t o r y .  The s e r v i c e  a r ea  . a v e r s  about  190 square  m i l e s  ,of 
which about  58 square  m i l e s  is w i t h i n  the  C i t y  l i m i t s .  Estimated 
popula t ion  i n  t h e  s e r v i c e  a r ea  is about  195,000 of which about  180,000 is 
w i t h i n  t h e  C i t y  l i m i t s .  

. LES is i n  compliance wi th  a l l  a s p e c t s  of t he  FUA. The p re sen t  LES f u e l  
mix is' as fol lows:  

Nuclear 
Coa 1. 
Hydro 
Purchases 
O i l  & Gas 

LES is a summer peaking u t i l i t y .  The Lincoln, Nebraska economy is 
p r i m a r i l y  based upon a g r i c u l t u r e ,  l i g h t  i n d u s t r y  and se rv i ce .  This  base 
economy ambined w i t h  a high a i r  condlt lunlr lg  l uad  i r ~  the summer r e s u l t s  
i n  a poor l oad  f a c t o r ,  and a heavy dependence on peaking r e sources  such 
as combustion t u r b i n e s  and s h o r t  term economy energy purchases from t h e  
Mid-Continent Area Power Pool (MAPP). 

* , Attached p l e a s e  f i n d  LES' comments to your r eques t  f o r  information.  

. Since re ly ,  

Manager 
Power Supply 

Attachment 



Impact 'of FUA on LES 

A. Development Plans 

1. FUA regula tory  impediments to new combined cyc le  p l a n t s  
(40% e f f i c i ency)  forced a recommendation i n  t h e  l a t e s t  
LES Power Supply Plan t o  i n s t a l l  mul t ip le  simple cycle  
combustion tu rb ines  (26% e f f i c i ency)  which could be 
operated t o  meet the  requirements of the  regula t ions .  
The r e s u l t  is t h a t  under i d e n t i c a l  loading regimens, t h e  
recommended opt ion  (simple cycle)  w i l l  consume more o i l  
than the  p re fe r red  opt ion  (combined cyc le ) .  This  
otherwise unnecessary increase  i n  o i l  consumption w i l l ,  
of course, be borne by consumers i n  t h e  form of higher 
electric r a t e s  and add t o  the  Nation 's  d e f i c i t .  of 
payments problem. 

The compliance s t r a t e g y  is t o  continue t o  make maximum 
use of Mid-Continent Area Power Pool (MAPP) b e n e f i t s  to 
reduce o i l  and gas consumption, and t o  i n s t a l l  and 
l i cense  mul t ip le  simple cycle gas tu rb ines  a s  needed f o r  
peaking and emergency service .  

Technical and Financia l  F e a s i b i l i t y  of Using Coal 

A. Technical 

1. FUA has no impact on LES' a b i l i t y  (or non-abil i ty)  to use 
coal.  One LES f a c i l i t y ,  t h e  K S t r e e t  P lant ,  was 
o r i g i n a l l y  b u i l t  t o  burn o i l ,  gas or  coal .  However, EPA 
ordered t h e  Unit o f f  coa l  i n  e a r l y  t o  mid-seventies. The 
p l a n t  was b u i l t  fo r  a  d i f f e r e n t  e ra .  There is no space 
a t  its s i t e  which is ava i l ab le  f o r  scrubbers and other  
po l lu t ion  c o n t r o l  devices. A s  a  r e s u l t ,  the  Unit burns 
o i l  and/or gas when it is operat ing.  (The p l a n t  is 
normally i d l e  a s  a  cold-standby reserves  p lant . )  

There is no compliance FUA s t r a t e g y  f o r  t h i s  problem 
s ince  LES already complies with the  FUA. 

. . 
B. F inancia l  

1. The FUA has l i t t l e  e f f e c t  upon f i n a n c i a l  f e a s i b i l i t y  of 
using coal .  

The f i n a n c i a l  f e a s i b i l i t y  of  using c o a l  becomes a 
ques t ion  of c a p i t a l  and opera t ing  expense of using coa l  
versus  the  c a p i t a l  and opera t ing  expense of o ther  
a l t e r n a t i v e s .  A s  a  r e s u l t ,  i n  many cases  small u t i l i t i e s  
must j o i n  together  t o  implement l a rge r  power p r o j e c t s  i n  
order t o  r e a l i z e  the  be*£ its of economy of s c a l e  of 
c a p i t a l ,  opera t ing  and regula tory  expense. 



Compliance strate.gy would inc lude  access t o  p a r t i c i p a t i o n  
paver p r o j e c t s  which a r e  l a r g e  enough t o  economically 
make use of u n i t  t r a i n  coa l  d e l i v e r i e s ,  etc. 

111. Experience i n  Unusual Fuels  and Technology \ 

A. Unusual Fuels  

1. 1977 inves t iga t ion  of  coal/RDF mixture i n  a generat ion 
p l a n t  to be b u i l t  near Lincoln i n  l a t e  1980's. N o  FUA 
b e n e f i t  or impact. N o  compliance s t r a t egy .  

2. 1980 Municipal Sol id  Waste P l a n t  F e a s i b i l i t y  Study i n  
progress  t o  determine the  f i n a n c i a l  v i a b i l i t y  of bui ld ing 
a l o c a l  .cogeneration f a c i l i t y  which burns 100% municipal 
s o l i d  wastes a s  fue l .  No FUA b e n e f i t  or impact. No 
compliance s t ra tegy.  

B. . , Unusual Technologies 

1. Small scale wind energy conversion system demonstration 
p ro jec t .  No FUA impact or benef i t .  No compliance 
s t r a t e g y .  Interconnection research w i l l  be used in PURPA 
r e l a t e d  work. 

2. ' L i t e r a t u r e  inves t iga t ion  of f u e l  cells, f l u i d i z e d  bed 
cambustion, coa l  g a s i f i c a t i o n  and compressed a i r  
s torage.  No FUA b e n e f i t s  or  impacts. 

Compliance s t r a t e g y  - may i n v e s t  i n  any of these  
technologies i f  they a r e  proven t o  be f i n a n c i a l l y ,  
technologica l ly  and environmentally a t t r a c t i v e .  

IV,  Attempts to Develop Cogeneration 

A. Municipal Sol id  Waste Corrcnesatior! P lan t  

1. N o  FUA b e n e f i t s  or impacts. P lant  is under inves t iga t ion  
and must be economically v i a b l e  i n  its own r i g h t  i n  order  
to secure market fo r  steam. 

Compliance s t r a t e g y  - implement the  p l a n t  i f  it appears 
to be f i n a n c i a l l y ,  s o c i a l l y  and environmentally f eas ib le .  

B. Northern Natural  Gasxogenera t ion  Pro jec t  

1. P a r t i a l l y  financed by DOE research g ran t ,  r e s u l t s .  w i l l  be 
used i n  PURPA r e l a t e d  matters .  No FUA b e n e f i t s  or  
impacts . 



C. Sa in t  El izabeth  Hospi ta l  Cogeneration P r o j e c t  

1. ' P a r t i a l l y  financed by DOE research g ran t ,  r e s u l t s  w i l l  be 
used i n  PURPA r e l a t e d  matters .  No FUA b e n e f i t s  or 
impacts . 

V. S p e c i f i c  Problems i n  Obtaining Exemptions 

A.' Exemption to U s e  Natural  Gas i n  Exis t ing  Combustion Turbine 

1. LES is c u r r e n t l y  engaged i n  a p r o j e c t  to reimplement the  
n a t u r a l  gas c a p a b i l i t i e s  of one of t h e  two combustion 
tu rb ine  peaking u n i t s  i n  the  LES resource mix. The 
an t i c ipa ted  b e n e f i t s  of the  p r o j e c t  exceed the  c o s t s  by a 
f a c t o r  of  s i x  over the  a n t i c i p a t e d  five-year period of  
the  exemption. In  addi t ion ,  t h e  a v a i l a b i l i t y  of gas a s  a 
f u e l  would allow LES t o  use its s tocks  of 82 d i s t i l l a t e  
a s  a s t r a t e g i c  mini-reserve f o r  publ ic  t r anspor ta t ion  and 
a g r i c u l t u r a l  purposes. (LES es tab l i shed  such a precedent 
during t h e  1979 f u e l  shor tages  which followed t h e  I r an ian  
Revolution. ) 

The FUA p r o h i b i t s  LES from using gas  i n  the  tu rb ine  
unless an exemption f o r  such use is obtained. Two 
exemption types  were considered: (1) Publ ic  I n t e r e s t  
Exemption and (2) Peakload Power p l a n t  Exemption. 

LES pe t i t ioned  the' ERA on January 18, 1980 fo r  .the 
Specia l  Temporary Publ ic  I n t e r e s t  Exemption. 

The ERA decided t o  process p e t i t i o n s  for. the  Spec ia l  
Temporary public. I n t e r e s t  Exemption i n  groups - thereby 
causing an unnecessary increment of delay  i n  the . 

exemption process. The LES S e t i t i o n  was f i n a l l y  
published i n  the  March 21, 1980 Federal  Register  along 
with 167 other  p e t i t i o n s .  

A mandatory 45-day pub l i c  comment period f o r  the  March 
21, 1980 group ended on May 5, 1980. On t h e  f i n a l  day 
f o r  comments,:a consortium of a l leged process gas users  
requested a public. hearing on t h e  e n t i r e  March 21 list of 
Specia1,Temporary Publ ic  I n t e r e s t  Exemption Pe t i t ions .  
Telephone checks with t h e  ERA revealed t h a t  a publ ic  

: hearing no t i ce  must be published i n  the  Federal  Register  
\ a t  l e a s t  30 t o  45 days p r i o r  t o  t h e  hearing. ; . 

Even, though a month has passed s ince  the  c l o s e  of the  
publ ic  comment period,  t h e  ERA has y e t  to set a publ ic  

' .  . , 

hearing date.  



This r egu la to ry  delay  is adversely impacting LES. 

F i r s t ,  t he  reimplementation of the  combustion t u r b i n e ' s  
gas c a p a b i l i t i e s  r equ i re  t h a t  a compressor be purchased 
and i n s t a l l e d  t o  boost the  p resen t  gas de l ive ry  pressure  
(which is l o c a l l y  a v a i l a b l e  a t  the  gas turbine)  t o  
t u r b i n e  requirements. The unnecessary ERA delays a r e  
impacting const ruct ion  and equipment a c q u i s i t i o n  
schedules,  and allowing equipment p r i c e s  to esca la te .  . 
Second, LES makes heavy use of MAPP Schedule E (Economy 
Energy) purchases t o  reduce dependence upon #2 d i s t i l l a t e  
o i l .  The p r i c e  of a Schedule E t r ansac t ion  is defined a s  
t h e  average of the  s u p p l i e r ' s  incremental and t h e  
purchaser ' s  decremental cost. The LES decremental c o s t  
of  burning #2 d i s t i l l a t e  valued a t  c u r r e n t  replacement 
p r i c e  is about $85/MWh. The projec ted  LES decremental 
cost based upon burning na tu ra l  gas valued a t  cu r ren t  
replacement p r i c e  p lus  an add i t iona l  20 percent  
e s c a l a t i o n  would be about $44/MWh. Assuming a t y p i c a l  
$15/MWh MAPP region incremenal cost, the  LES Schedule E 
purchase p r i c e  would be about $50/MWh when based upon an 
o i l  decremental cost and about $3O/MWh when based upon a 
gas decremental cos t .  Based upon these  p r i c e s ,  t h e  cost 
of  purchasing 25 MW of Schedule E fo r  one hour would be 
$750 f o r  the  gas based decrement and $1250 f o r  the  o i l  
based decrement. These $500 per hour savings accrue even 
when the  tu rb ine  is not running - when no gas or o i l  is 
a c t u a l l y  being used. 

F ina l ly ,  Cooper Nuclear S ta t ion ,  t h e  LES nuclear 
resource,  is expected to have an extended outage i n  March 
o r  Apri l  1981 f o r  r e fue l ing  and tu rb ine  ro tor  
replacement. It was our hope t o  have lmer cost gas 
ava i l ab le  t o  the  peaking u n i t  should it become necessary 
t o  run it during such capaci ty  outages. (It would become 
necessary t o  run t h e  peaker i f  s h o r t  term capaci ty  is not 
a v a i l a b l e  wi th in  W P . )  Instead,  regula tory  delay  is 
fo rc ing  LES i n t o  t h e  s p e c t r e  of poss ib ly  using excess ive  
amounts of #2 d i s t i l l a t e  o i l  when a more economic 
a l t e r n a t i v e ,  gas,  would otherwise be ava i l ab le  a t  one 
t h i r d  the  p r i c e  of d i s t i l l a t e .  

i 
B, Pea kload Power p l a n t  

1. To q u a l i f y  fo r  permanent peakload exemption, a u t i l i t y  
m u s t ' c e r t i f y  t o  t h e  ERA t h a t  the  powerplant w i l l  be .. 
operated s o l e l y  'as a peakload powerplant, and t h a t  a 
d e n i a l  of the  exemption would increase  t h e  loss of load 
p r o b a b i l i t y  f o r  the  appropr ia te  ERA defined electric 
region to g rea te r  than one day i n  f i v e  years .  1 



The ERA electric region f o r  LES is the  a rea  covered by 
t h e  Mid-Continent Area Power Pool (MAPP) . 

- . This regional  approach ignores e x i s t i n g  c o n t r a c t u a l  
. . .  requirements a s  w e l l  as: transmission l imi ta t ions .  A 

d e f i n i t i o n  t h a t  would be more rep resen ta t ive  of  such 
c o n s t r a i n t s  should be s t r i v e d  f o r .  

VI .  Access to Large Powerplants 

. N o  FUA impacts. LES is presen t ly  p a r t i c i p a t i n g  i n  a 670 MW nuclear 

.p l an t  i n  Nebraska and a 1500 MW mine mouth p l a n t  i n  Wyoming. I n  
add i t ion ,  it has obtained s h o r t  term f i rm power from the  650 MW 
Nebraska C i t y  steam-electr ic  plant .  . , 

I V I I .  Poss ib le  Federal  Actions That Could Help Small Ut i l i t ies  

A. change i n  FUA Administrative Procedures 

1. Work t o  e l iminate  the  excessive bureaucra t i c ' de lays  which 
seem t o  plague the  ERA. 

2. Eliminate na t iona l  review of p e t i t i o n s  f o r  exemption and 
implement a regional  review. Incl.ude a requirement t h a t  
a commenter must have standing wi th in  the  region of the  

. , .  u t i l i t y  a f f  ected by h i s  comments. 

I B. Leg i s l a t ive  Amendments to the  FUA 

1. Eliminate the  r e l i a b i l i t y  requirement f o r  permanent 
peakload exemption fo r  e x i s t i n g  powerplants. 

I 2. A l l w  peaking u n i t s  to use any combination of n a t u r a l  gas 
o r  o i l  with no p ropor t iona l i ty  r e s t r i c t i o n s .  

W 

C. Other Federal  Actions, P o l i c i e s  or Programs 

1. Take a c t i o n  t o  ensure competition, between c o a l  haulers .  
Such ac t ion  could inc lude  the  grant ing  of eminent domain 
to s l u r r y  p ipe l ine  companies. 

2. Reduce t h e  maze of permits  which a r e  required to bui ld  
energy f a c i l i t i e s  or to open c o a l  mines. Reduce the  
regula tory  load imposed on indust ry  to f r e e  engineers fo r ,  
productive work. (Staf f  and budget l i m i t a t i o n s  make it 
near ly  impossible t o  keep a b r e a s t  of  laws, r e p o r t s  and 
regula t ions .  ) 
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~ u b j k c t :  Problems of Small ~ t i i  i t y  Systems Complying w i t h '  t h e  Fuel Use Act  
, - 

Dear Mr. Sta r r :  

Th is  l e t t e r  i s  i n  response t o  the  Department o f  Energy's request f o r  .. 
i n fo rma t ion  and comments concerning t h e  problems t h a t  small u t i  1  i ti es 
face i n  complying w i t h  the  Power P l a n t  and I n d u s t r i a l  Fuel Use Act .  I 
would 1-ike t o  p o i n t  o u t  t h a t  these comments a re  i n  a d d i t i o n  t o  and 
supplement those comments made by our at torney,  Mr .  Alan Roth, w i t h  
Spiegel & McDiarmid, who has made comments on beha l f  o f  e i g h t  of t he  
m u n i c i p a l l y  owned systems here i n  t h e  s t a t e  o f  F lo r ida .  

The City o f  ~ a i n e s v i l l e  i s  a  mun ic ipa l l y  owned and operated u t i l i t y  
system 8nd p resen t l y  has 245 MW o f  gas and o i l  f i r e d  generat ing capaci ty .  
I n  add i t ion ,  t h e  City owns an 11.6 MW share of F l o r i d a  Power Corporat ion 's  
Crys ta l  R ive r  3 u n i t  and a l so  expects t o  b r i n g  on l i n e  i t s  Deerhaven 2 
p l a n t ,  a  235 MW coal  f i r e d  u n i t  i n  t h e  f i r s t  qua r te r  o f  1981. The 
system c u r r e n t l y  serves approximately 41,000 customers i n  t h e  Ga inesv i l l e  
urban area. 

The C i t y  o f  G a i n e s v i l l e  c e r t a i n l y  supports t h e  th ree  major purposes of 
t h e  Fuel Use Act  which a re  t o  1)  reduce t h e  impor ta t i on  o f  petroleum, 2) 
conserve n a t u r a l  gas f o r  h igher  uses than the  generat ion o f  e l e c t r i c i t y ,  
and 3) increase the  use o f  t h e  n a t i o n ' s  indigenous energy resources'  such 
as coa l .  I t  i s  G a i n e s v i l l e ' s  opin ion,  however, t h a t  these purposes of 
t h e  Fuel Use Ac t  should be met by t h e  u t i l i t y  i n d u s t r y  as a  whole. and 
t h a t  t h e  cos t  associated w i t h  such r e g u l a t i o n  should n o t  be d i sp ropor t i ona te l y  
bo'rne by small u t i l i t i e s  i n  s p e c i f i c  geographical areas. The p l a i n  . 
facts are t h a t  smal*l munic ipal  u t i l i t i e s  across t h e  Uni ted States a re  
s t r u g g l i n g  f o r  s u r v i v a l  i n  t h e  .face ,of u n f a i r  compet i t ion from i n v e s t o r  . 
owned u t i l i t i e s .  The s i t u a t i o n  i n  F l o r i d a  i s  no t  unique. As I ' m  sure 
you know, t h e  c o s t  o f  f u e l  today represents some 40 t o  50 percent  o f  t h e  
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cos t  t o  generate e l e c t r i c i t y .  Consequently, municipal u t i l i t i e s  are  
most concerned about t h e  cos t  of fuel  i n  t h e i r  e f f o r t s  t o  remain i n  a 
compet i t i ve  posture w i t h  i n v e s t o r  owned u t i l i t i e s .  

The Power P lan t  and I n d u s t r i a l  Fuel Use Act  has taken on t h e  ominous 
d i s t i n c t i o n  o f  being the  s i n g l e  most s i g n i f i c a n t  p iece o f  l e g i s l a t i o n  i n  
terms o f  i t s  p o t e n t i a l  impact on t h e  cos t  o f  generat ing e l e c t r i c i t y  f o r  
small  municipal u t i  1  i t i e s  i n  the  s t a t e  of F lo r ida .  For example, Gainesvi l  l e ,  
i n  ca r ry ing  o u t  p lanning s tud ies  e a r l y  t h i s  year, p r i o r  t o  r e c e i v i n g  
exemptions on i t s  steam u n i t s ,  ,concluded . that  f o r  t h e  12 month pe r iod  
ending December 1980, t h a t  t h e  u t i l i t y  system's f u e l  cos t 'wou ld  increase 
some $8.2 m i l l i o n ,  o r  37% i f  those Pub l i c  Interest 'Exemptions were 
denied. This t rans la tes  i n t o  approxiamtely an $8.83 increase on the  ' 

monthly b i l l  o f  t h e  average r e s i d e n t i a l  customer, o r  an increase o f  
approximately 16.8%. .Clear ly ,  r e s t r i c t i o n s  placed on t h e  u t i  1  i ty system's 
a b i l i t y  t o  burn na tu ra l  gas a f t e r  t h e  exemptions have expifred and p r i o r  
t o  1990 w i l l  have a s i g n i f i c a n t  l impact on t h i s  u t i l i t y ' s  compet i t i ve  
posture as compared t o  o the r  u t i l i t i e s  i n  the  s t a t e  o f  F lo r ida .  Such 
increases w i l l  have the  e f f e c t  on t h e  City o f  Ga inesv i l l e  o f  moving i t s  
c o s t  o f  e l e c t r i c i t y  from what would be considered average i n  t h e  s t a t e  
o f  F l o r i d a  t o  a cos t  t h a t  would be considered i n  t h e  h igh  range. 

As has been pointed o u t  t o  the  Department of Energy on many d i f f e r e n t  
occasions, t h e  most s i g n i f i c a n t  burden placed on t h e  municipal u t i l i t i e s  
i n  t h e  s t a t e  o f  F l o r i d a  i s  due t o  t h e  base period, 1974-1976, on which 
t h e  r e s t r i c t e d  use o f  .natura l  gas i s  bdsed fo r  t he  years p r i o r  t o  1990. 
As can be seen on the  at-tached graph, the  1974-1976 base years f o r  
c a l c u l a t i n g  T i t l e  I 1 1  FUA permiss ib le  l e v e l s  o f  na tu ra l  gas consumption 
were years o f  abnormally low gas use fo r  t h i s  u t i l i t y .  The p ropor t i on  
o f  na tu ra l  gas burned by t h e  City of Ga inesv i l l e  was a t  an a l l  t ime low 
du r ing  t h e  year 1976 when on ly  approximately 7.5% of t h e  f u e l  burned was 
na tu ra l  gas. Th is  compares t o  96.3% na tu ra l  gas which t h e  City burned i n  
1971 and 80.2% which the  City has burned t h i s  year t o  date under the  
Pub l i c  I n t e r e s t  Exemptions. It should be noted t h a t  t he  80.2% has 
occurred even through t h a t  p o r t i o n  of t he  year which conta ins t h e  w i n t e r  
months January through Feburary i n  which t h e  u t i l i t y  experiences i t s  
maximum cur ta i lment .  The average p ropor t i on  o f  gas burned du r ing  the  
FUA base per iod  1974-1976 was 23.6% on a systemwide basis, which i s  
s i g n i f i c a n t l y  below present gas a v a i l a b i l i t y .  

I i '  

The circumstances of t he  steep cu r ta i lmen t  t o  F l o r i d a  munic ipal  u t i l i t i e s  
i n  t h e  1974-1976 base years has been the  sub jec t  o f  l i t i g a t i o n  i n  the  
past  land i s  now ' the sub jec t  of ,  a  specia l  i n v e s t i g a t i o n  by, t h e  Federal 
Energy Regulat ion Commission, Docket No. IN78-2. On August 21, 1978, 

*'.:'FERC issued an order  r e j e c t i n g  set t lement  and d i r e c t i n g l i t s  O f f i c e  o f  
Enforcement t o V ' i n s t i  t u t e  kn: i n v e s t i g a t i o n  i n  the' c8se o f  A lor ida  Gas 
Transmission Company, Docket No.. CP74-192.4 The City o f  Gainesvi 1 l e ,  
a long w i t h  seven 'other c i t i e s ,  ,enter'ed i n t o  a' set t lement  agreement and 

' !  I )  
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general mutual re lease w i t h  F l o r i d a  Gas.Transmission Company and w i t h  
Amoco Product ion Company, dated J u l y  12, 1977. The set t lement  agreement 
w i t h  F l o r i d a  Gas and Amoco amounted t o  some $18 m i l  1  i o n  which represented 
se t t lement  o f  t h e  1 i t i g a t i o n  which t h e  c i t i e s  had brought aga ins t  F l o r i d a  
Gas and Amoco w j th . regard  t o  t h e  steep cu r ta i lmen t  o f  na tu ra l  gas de l i ve ry .  

It should be po in ted 'ou t  t h a t  t h e  two major i nves to r  owned u t i l i t i e s  i n  
t h e  s t a t e  o f  Florida', F l o r i d a  Power & L i g h t  Company and F l o r i d a  Power 
Corporation, were rece iv ing 'gas  from F l o r i d a  Gas Transmission Company as 
pipe1 i n e  transmission customers and consequently were n o t  s teep ly  c u r t a i l e d  
du r ing  t h i s  same FUA base per iod  o f  1974-1976. Consequently, w i t h  t h e  
e x p i r a t i o n  o f  Pub l i c  I n t e r e s t  Exemptions which i s  scheduled- f o r  f a l l  o f  
1981, F l o r i d a  Gas T ran~mi~ss ion  Company w i  11 have s i g n i f i c a n t .  amounts o f  
na tu ra l  gas a v a i l a b l e  f o r  t h e  generat ion o f  e l e c t r i c i t y .  Since, du'e t o  
t h e  abnormally low gas burn Qhich t h e  City saw i n  t h e  1974-1976 base 
period, Ga inesv i l l e  w i ' l l  be severely (23.6%) r e s t r i c t e d  by t h e  Fuel Use 
Ac t  from burning the 'gas a f t e r  t h e  e x p i r a t i o n  o f  i t s  Pub l i c  I n t e r e s t  
Exemptions. F l o r i d a  Gas w i l l  have t h e  oppor tun i ty  t o  market t h e  gas t o  
the  i nves to r  owned u t i l i t i e s  i n  the  s t a t e  which are  n o t  constra ined by 
t h e  unfor tunate  base period. The compet i t i ve  e f f e c t  o f  such a s h i f t  i n  
n a t u r a l  gas supply requ i res  no fu r the r  discussion. 

I n  a d d i t i o n  t o  t h e  prob1:ems caused by -the.. s e l e c t i o n  o f  t h e  base pe r iod  
f o r  t h e  Ti.t l .e I11 r e s t r i c t i o n s ,  t he  se ' lect ion o f  a ,1976 base pe r iod  as 
re1 ates t o  the  -Compl.i ance.. Option is.. a1 so most unfortunate,. For example, 
dur ing  197.6 approximafe1.y 7,5% of the, f o s s i l  f u e l  burned by Gainesvi l  l e  
was na tu ra l  gas. Since t h e  System Compl iance Option.' r e s t r i c t s  gas burns 
a f t e r  January 1, 1990,. t o -  2 0 h f  t h e  u t i  1  i ty. 's  base pe r iod  usage o f  
na tu ra l  gas, Gai nesv.i?l e w i  11 be. almost e n t i  r e l y  p rechded  '.from burning 
na tu ra l  gas' post  1990 :under t h e  Compliance Opti'on.. Clear1y:any incent ives  
t o  negot ia te  a Compliance Option w i t h  t h e  Department o f  Ene,rgy would 
on ly  l i e  w i t h  the. increased a v a i l a b i l i t y  of gas p r i o r  t o  1990. I n  view 
o f  t h e  s t i f f  requirement o f  g iv ing.  up any. a c c e s s i b i l i t y  . to permanent and 
temporary exemptions under T i t l e  I ,  coupled together  w i t h  t h e  severe 
r e s t r i c t i o n s  on gas ' burned post .  1.990, i t  becomes quest ionable whether 
c i t i e s  1 i ke Gainesvi' l  l e  should bother  t o  negat ta te  .a Compl'iance Option. 

The requirement t h a t - a  u t i l i t y  g i v e  up any r i g h t  t o  exemptions under 
T i t l e  111 o f  t h e  Fuel Use Ac t  i f  a Compliance Plan i s  approved i s  an 
i n c r e d i b l e  requirement. It i s  espec ia l l y  d lsconcer t ing  t o  t h i n k  t h a t  a 
u t i  1  i ty which successful l y  negot iates a Compl iance Plan w i t h  t h e  Department 
o f  Energy would g i v e  up exemptions which would a l l ow  i t  t o  promote 
cogeneration o r  t o  burn c e r t a i n  f u e l  mixtures conta in ing  na tu ra l  gas o r  
petroleum, espec ia l l y  when these exemptions would u l t i m a t e l y  a l l o w  t h e  
u t i l i t y  t o  comply w i t h  the  major purposes o f  t h e  Fuel Use Act  t o  conserve 
na tu ra l  gas and t o  reduce t h e  impor ta t ion  o f  f o r e i g n  f u e l  o i l .  I t  i s  
very u n l i k e l y  tha t ,  a small u t i l i t y  would be i n  a p o s i t i o n  by August 1981 
t o  completely c lose t h e  door t o  cogeneration o r  f u e l  mixtures through the  
year 2000. To the  ex tent  t h a t  i t  i s  a l ready i n  t h e  n a t i o n ' s  i n t e r e s t  t o  
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f i r s t  promote the reduct ion o f  import ing fo re ign  fuel o i l  i n  the near 
future, the ra t i ona le  o f  f o r c i ng  a small municipal u t i l i t y  i n t o  a pos i t i on  
o f  negot ia t ing a Compliance Plan which would g ive up any' e n t i  tl ement t o  
T i t l e  I 1 1  exemptions, i s  most d is t ress ing.  I n  order t o  promote the 
reduct ion- o f  impor t i  ng fo re ign  fue l  o i  1 i n  the near fu ture ,  Gai nesvi 11 e 
recommends t h a t  the Act  be amended t o  provide f o r  longer term publ ic  
i n t e r e s t  exemptions. 

I n  add i t i on  t o  the obvious competi t ive impacts t h a t  the Fuel Use Act has 
on small municipal u t i l i t i e s ,  the regu la tory  burden 1 ikewise i s  dispro- 
p o r t i o n a l l y  burdensome on smal ler  u t i l i t i e s .  The City o f  Gainesv i l le  
estimates t h a t  dur ing the cur rent  year t h a t  i t  wi11,have t o  expend i n  
excess o f  one h a l f  o f  a man year t o  respond t o  the requirements o f  the 
f ue l  Use Act. These a c t i v i t i e s  include such items as add i t iona l  computer 
simulat ions of power p l an t  f u e l  consumptions, monthly f i l i n g  o f  ERA 160 
forms, semiannual repor ts  i n  compliance o f  Publ ic  . Interest  Exemptions, 
the  f i l i n g  of Publ ic  I n te res t  Exemptions, meetings w i t h  the Department 
o f  Energy, the f i 1 ing'  o f  a conservation plan as required by the Publ 4c 
I n t e r e s t  Exemption, and the possib le negot ia t ion o f  a Compliance Option. 

With regard t o  the f i l i n g  o f  the conservation plan as required by the 
u t i  1 i ty ' s  Publ i c  I n te res t  Exemption, one very serious observation should 
be made. The Department o f  Energy has n o t i f i e d  the u t i l i t i e s  who have 
received Publ i c  I n t e r e s t  Exemptions t h a t  they must f i  1 e conservation 
plans which deal w i t h  such issues as power p l an t  p roduc t i v i t y  and res iden t ia l  
and commercial conservation programs. Although the National Energy 
Conservation Act o f  1978 only app1.i.e~ t o  la rger  u t i l i t i e s ,  the ~epar tment  
o f  Energy has suggested t h a t  the minimum DOE standards for" an acceptable 
r es i den t i a l  energy conservation program are establ ished by Par t  I of 
T i t l e  11 o f  the National Energy Conservati or1 Pol icy Act. The Department' 
o f  Energy has used i t s  pos i t i on  of having absolute say-so over the 
municipal u t i  1 i t i e s '  access t o  natural  gas, which they desperately need 
t o  remain competit ive, as a lever  t o  force small municipal u t i l i t i e s  t o  
abide by the NECPA energy-conservation requirements even though the law 
on ly  appl ies t o  l a r g e r u t i l i t i e s  and exempts smaller u t i l i t i e s .  

The Fuel Use Act  i s  a nightmare f o r  small municipal u t i l i t i e s .  I n  the 
s t a t e  of F lo r ida  the u t i l i t y  industry,  espec ia l ly  the small systems, depends 
h i gh l y  on o i l  and gas f i r e d  generation. It should be noted t h a t  a l l  o f  
the  coal f i r e d  generation i n  the /s ta te  and most o f , t h e  nuclear generation 
i s  present ly owned by l a rge  investor  owned u t i l i t i e s .  I n  the near 
f u t u r e  two o f ' t he  major purposes o f  the Fuel Use Act t o  reduce importat ion 
o f  f ue l  o i l  and the conservation of natural  gas are i n  d i r e c t  c o n f l i c t  
i n  F lor ida.  The Department o f  Energy should recognize the r e a l i t y  o f  
t h i s  d i - f f i c u l t y  w i t h i n  the s ta te  o f  F lo r ida  and place p r i o r i t y  on al lowing 
u t i l i t i e s  t o  burn as much natural  gas as ava i lab le  w i t h  the r e s u l t  being 
s i gn i f i can t  reduct ion i n  the import ing o f  fo re ign  fue l  o i l  f o r  -generating 
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e l e c t r i c i  ty* . i  n' F l  o.rida. . Fo,r example,. ... t h e  Pub l ic  ' ~nterest- .Exempt ions f o r  
Gainesvi 1'1 e :a1 1 owed::-*hi s. .system : t o  ;displ>ace 5 0.,000: b a r r e l  s. o f  o i  1 f o r  
the, s i x  month peri.od:. ending December' 3 1  .,:.,.I 979. .In. a d d i t i o n  ,.'.the Departnient 

.of ..Energy. should .reeogrii.ze the  'd.isproporti.onate burden .p7 aced. on small  
municipal: '  n.t ' i ' l ' i t ies.. . in  '.t.he'.sta.te '0:f .F.l orid.a.,due . t o  t h e  unique' 'circumstances 
associated w i t h  . thez-1974-976 -base. years. and :the .cur ta i lment  in f l ' ic ted 
upon t h e  u t i l i t i e s  ' i n  F l o r i d a  du r ing  tha. t  t ime period. a ' The municipal 
-systems. i n  F: lor ida,+are: sig.nif icant1.y dlsadvantaged..by the  Fuel Use Act, 

' more s o .  than the  '-:l arge'.ii.nvestor owned . u t i  l . i . t i e s  due t o  t h e  . f a c t  t h a t  t h e  
munic ipal '  ut i" l  i t y  systems have a- h igher  proporti'on o f  'oi:l/gas f i r e d  
generat ing capaci'ty.: Cons.equently,.they are. more. vulnerable t o  t h e  A c t ' s  
p r o h i b i t i o n s  and : ' res t r ic t ions-  on. gas f i r i n g  i n  ex is t img power p lan ts .  

Ga inesv i l l e  notes t h a t  t he  Car ter  Admin is t ra t i on ' s  Regulatory Analys is  
Review Group has conc'luded t h a t  t h e  Fuel Use A c t  w i l l  y i e l d  much smal ler  
o i l  and gas savings than had been expected and t h a t  t h e  Department o f  
Energy should consider e i t h e r  easing o r  te rm ina t ing  i t s  Fuel Use Act  
r u l e s  and regu la to ry  program. The  Review Group a lso  concluded t h a t  
sharply r i s i n g  o i l  p r i ces  w i l l  cause u t i l i t i e s  t o  r a p i d l y  abandon o i l  
and gas on t h e i r  own and' there fore  any FUA r e l a t e d  gains w i l l  be small .  
Ga inesv i l l e  concurs w i t h  t h e  op in ion  of t he  Regulatory Analys is  Review 
Group. Based on i t s  own p ro jec t i ons  on the  cos t  o f  e l e e c t r i c i t y  t o  be 
generated from i t s  new 235 MW coal f i r e d  power p lan t ,  Ga inesv i l l e  has 
concluded t h a t  t he  p r i c e  per  KWH w i l l  be less  than t h a t  which could have 
been generated from a ' s i m i l a r  s i z e  o i l  f i r e d  u n i t .  I n  view o f  t he  cos t  
pressures caused by shar increases by t h e  o i l  expor t ing  count r ies ,  t h e  
uncer ta in ty  of fuel '  supp ! y ( G a i n e s v i l l e ' s  o i l  supp l ie r ,  h e r a d a  Hess 
n o t i f i e d  i t  s h o r t l y  a f t e r  t he  I r a n  development t h a t  o i l  d e l i v e r i e s  would 
be sharply reduced dur ing  the  month o f  March, 1980. ), t he  u t i l i t y  i n d u s t r y  
w i l l ,  as a whole, be look ing t o  energy resources o the r  than na tu ra l  gas 
and o i l .  I n s v i e w  of these facts, and i n  view o f  t h e  heavy burden t h a t  
gas burning r e s t r i c t i o n s  w i l l  cause on F l o r i d a  municipal u t i l i t i e s  w i t h  
respect  t o  e x i s t i n g  un i t s ,  i t  i s  G a i n e s v i l l e ' s  recommendation t h a t  t h e  
Ac t  r e s t r i c t i o n s  on gas i n  e x i s t i n g  power p l a n t s  be e l iminated.  

Respect fu l l y  submitted, 

R. L. Hester 
Deputy City Ma.nager fo r  U t i  1  i t i e s  

cc: J e r r y  Warren 
Alan Roth 
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Reference:  Your L e t t e r  Dated May 21, 1980, Our F . i l e  7002-141~ 

. . 
D e a r  M r .  S t a r r :  . .  .. , . 

Prev ious  .comments which t h e  C i t y  of  Homestead and t h e i r  C o n s u l t a n t s .  
have submit ted  Hn r e f e r e n c e  t o  the: Power P l a n t  and I n d u s t r i a l . F u e 1  Use 
A c t  o f  1978 have s p e c i f i c a l l y  addressed t h e  problems of s m a l l  u t i l i t i e s .  

. . 
oni of  t h e  main problems t h a t  we have i s  w i t h  t h e  Depar tment ' s  
d e f i n i t i o n  t h a t  a smal l  u t i l i t y  i s  a  u t i l i t y  w i th  a  g e n e r a t i n g  c a p a c i t y  
o f  2,000 megawatts o r  less. 

By t h e  s t a n d a r d s  o f  t h e  C i t y  o f  Homestead a i d  many o the ; .u t i l , i t i e s : ' . in  
t h e  same c i rcumstances  as Homestead, an e l e c t r i c  system w i t h  a ;  . . 
t o t a l  g e n e r a t i n g  ' capac i ty  o f  2,000 megawatts, o r  even s u b s t a n t i a l l y .  
less than  2,000 megawatts, would atill b e  a very  l a ~ g c  system. By 
t h e  s t anda rds  of t h e  C i t y  of  Homestead, a  " smal l "  system would be  a  
system wi th  a g e n e r a t i n g  c a p a c i t y  of  150,  o r  p o s s i b l y  even 200 mega- 
w a t t s  o r  less - , o n e - t e n t h  t h e  s i z e  t h a t  h a s  been chosen by t h e  
Department of  E.nergy t o  e s t a b l i s h  t h e . c r i t e r i a  f o r  smal l  systems.  

W e  unders tand t h a t  t h e r e  must  be  a  c u t o f f  somewhere, b u t  it i s  
s t r o n g l y  rec~rnrnended t h a t  t h e  Department of  Energy g i v e  p a r t i c u l a r  
r e c o g n i t i o n  t o  t h e  very  s p e c i a l  problems of t h e s e  u t i l i t i e s ,  thuue w i U ~  
a g e n e r a t i n g  c a p a c i t y  o f  200 megawatts o r  less. I t  i s  recognized . 
t h a t  . the  problems' o f  sys tems of 2,000 megawatts o r  less, genera ted  
by the Power P l a n t  and I n d u s t r i a l  Fue l  U s e  . :Act of  1978, and t h e  
burgeoning number of  o t h e r  r e g u l a t o r y  requirements  a t  bo th  S t a t e  

NICHOLAS R. SINWRE, MAYOR 
RUTH L. CAMPBELL. COUNCILWOMAN WALTER RUTZKE, VICE MAYOR CHARLES S. GLENN. COUNCILMAN 
IRVING PESKOE. COUNCILMAN W. TOMMY WILSON, COUNCILMAN STANLEY W. WITTKOP, COUNCILMAN 
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: and Federal  l e v e l s  i s  s i g n i f i c a n t .  The problems faced by 
u t i l i t i e s  of 200 megawatts o r  less, which h e r e a f t e r  w i l l  be  c a l l e d  
"very small" u t i l i t i e s ,  a r e ;  i n  comparison., overwhelming'. 

IT IS BELIEVED THAT THE BEST WAY THE DEPARTMENTS OF ENERGY 
AND CONGRESS COULD RELIEVE THE PROBLEMS OF THE VERY SMALL 
(200 MEGAWATTS OR LESS) UTILITIES WOULD BE TO TOTALLY EXCLUDE 
THEM FROM APPLICATaON OF THE"FUEL.USE ACT OF 1978. 

I t  i s  s t rong ly  ' recommended that t h e  i n t e r e s t  of maintaining 
competit ion,  optimized use  of c a p i t a l  and energy resources '  - 
in l i fac t ,  t h e  t o t a l  implementation of t h e  Nat ional  goa l s  . w i t h  
r ega rd . . t o  the Ener.gy Program - would b e s t  be ~ e r v e d  i f  t h e '  . 
Department of Energy could concent ra te  on > t h e  o v e r a l l  program. 
without  t h e  necess i ty  of t h e  d e t a i l e d  involvement o,£ these 'very 
small  u t i l i t i e s .  From t h e  s tandpoin t  of t h e  u t i l i t i e s ,  i t . w o u l d  
s impl i fy  t h e i r  operat ion, '  lower -their admin i s t r a t ive  cos t , - ' and  
t o  t h i s . e x t e n d ,  promote t h e  i n t e r e s t s  of t h e  n a t i o n a l  economy 
and t h e i r  l o c a l  customers. 

I do n o t  have a v a i l a b l e . t o  m e  t h e  s ta t is t ics  t h a t  would'be 
necessary t o  complete t h e  evalua' t ion which I am about. to',make; I. 
-am.sure t h a t  you do:If t h e  genera t ion  capgci ty  .and t h e  energy 
,production of a l l  of t h e  systems wi th  a g e n e r a t i n g - c a p a c i t y  of. 
200.:megawatts o r  less were t o t a l e d ,  I b e l i e v e  t h a t  t h e  percent-" 

. of . . the  Nat ion 's  t o t a l  e l e c t r i c a l  energy production would be ' . . 1 

even.  smal le r  i f  p l a n t s .  t h a t  u se  d i e s e l  engines . a s  . prime movers ' -  

f a c i l i t i e s  which a r e  a l ready  excluded from the A c t  w e r e  omit ted 
from. t h e  t a b u l a t i o n  .. 

City of . .  

'Homestead, . . Florida. : . -  



M r .  Alan W. S t a r r  
Washington, D.C. 
June , 5 ,  1980. . . .Page '3  

The adoption by t h e  Department of Energy of  1mplemen ta t ion '~u le s  
.which express ly  recognized'  t h e  s t a t u t o r y  exc lus ion  of i n t e r n a l  
combustion ( d i e s e l )  engine prime movers from t h e  provis ions  of 
t h e  Fuel U . s e  A c t  of 1978 w a s . a  major improvement o,ver t h e  
Implementation Rules as o r i g i n a l l y  proposed. 

For one t h i n g ,  t h e  exc lus ion  o f . s y s t q s  us ing  d i e s e l ' e n g i n e  prime 
movers f o r  g.eneration e f f e c t i v e l y '  excludes many of t h e  very ';. . " 

s m a l l  systems from t h e  more onerous provis ions  of t h e  A c t . .  ' 

I T  IS STRONGLY RECOMMENDED THAT THE CONT.INUED EXCLUSION OF 
DIESEL E I N G I N E  PRIME MOVERS BE A FACTOR I N  ANY RECOMMENDATIONS 
MADE TO CONGRESS AS A RESULT OF THE ONGOING STUDIES MANDATED 
UNDER THE FUEn USE ACT OF 1978. 

The C i ty  of  Homestead and o t h e r  ' d i e s e l  systems are cons t ruc t ive ly  
developing a b i l i t y  t o  . u t i l i z e  w a s t e  h e a t  recovery. as a p a r t  o f .  
their genera t ion  program The devclopman.t. nf s i ~ c h  capabi l i ty  
should n o t  adversely a f f e c t  t h e  p o s i t i o n  of  such u t i l i t i e s  
whereby t h e y . a r e  excluded from t h e  A c t .  I n  f a c t ,  i f  it were 
. p o s s i b l e ,  s t e p s  should be taken t o  encourage t h e  cons t ruc t ion  
of such w a s t e  h e a t  recovery capabi1ity;but t h i s  should be 
done i n  a manner which would n o t , ,  i 'n.any way, affect t h e  
exclusion of such u n i t s  from t h e  o v e r a l l  p rovis ions  of t h e  A c t .  

Attachment No-. 1 t o  t h i s  let ter  is e n t i t l e d :  "COMMENTS, PROPOSED 
. RULES FOR IMPLEMENTATION, POWERPLANT AND INDUSTRIAL FUEL USE'  

ACT OF 1978 (FuA 1978,) Published by Department of Energy 
Economic Regulatory Adminis t ra t ion,  Friday,,  November 17, 1978, 
P a r t  I V . "  

Your p a r t i c u l a r  a t t e n t i o n  i s  i n v i t e d  ' t o  t h e  foilowing ,paragraphs '  
of Attachment No. 1: 

. . rage NO. Paragraph N o .  

2 B. 
2 C. (and a s soc ia t ed  sub- 

. paragraphs) 
" I  

. b .  

Citv of 
~dmestead, Florida 
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References,  Attachment No. 1: (Cont'd) 

Page No. Paragraph No. 

4 D. 
4 E .  (and a s soc i a t ed  

subparagraphs ) 

5 F. (and a s soc i a t ed  
dubparagraphs ) 

6 .  I. (and a s soc i a t ed  
subparagraphs! 

*(As noted on Page 7 a t  t h e  time t h e s e  comments;were w r i t t e n ,  
I considered 100 megawatts o r  less t o  be a d i v i s i o n  poin t .  
Further  s tudy of  t h e  problem has  l e d  m e  t o  t h e  conclusion,  
t h a t  as noted e a r l i e r  i n  t h i s  le t ter ,  200 megawatts i s  a 
more r e a l i s t i c  d i v i s i o n  po in t .  ) 

# ( A t  . the time- I prepared t h e s e  Comments, I was. recommending 
a moratorium u n t i l  1990. I t  i s  recommended t h a t  i f  l e g i s l a t i o n  

. can be 'adopted  to  exclude systems of 200 megawatts o r  less, 
t h a t  t he  reasons  s t a t e d  i n  Paragraph L would apply t o  suppor t  

: .  . such exc lus ion . )  
. .  . 

'8 . . L. 
9 M . l  (and a s soc i a t ed  

subparagraphs ) ' 
18 M.3 (and a s soc i a t ed  

subparagraphs 
20 M . 4  (and a s soc i a t ed  

subparagraphs ) 
21: M.5 (and a s soc i a t ed  

subparagraphs) ** 
25 .' 2.1 ** 

. , 

**(Subjec t  , t o . t h e  cavea t  a s  prev ious ly  expressed t h a t  f u r t h e r  
s tudy a f t e r  preparation: of t h e s e  comments i n d i c a t e s  t h a t  200 
would be a more reasonable  breakpoin t  than 100 megawatts.) 

City of 
Homestead, Florida 
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~ e f  erences'., Attachment No. 1 : (Cont 'd)  

Page No. Paragraph No. . ,. 
. ._. 

2.2 
2.4 . 
3. (and associa ted  - , 

* .  subparagraphs) - 

4.1 **  . 
< , .. 

** (Subjec t  t o  t h e  cavea t  a s  previously s t a t e d  t h a t  f u r t h e r  s tudy 
i n d i c a t e s  that 200 megawatts i s  a b e t t e r  d i v i d i n g - p o i n t  than 
100 megawatts. ) 

; .  . . ... . 30 6 .1  . w .  * * ~ r  ' 

*** (Sub5ect t o  the' recogni . t i&n t h a t  maintenance of t h e  exclusion": '' 

of, systems us ing  d i e s e l '  engine prime movers i s  an essent ia l . . .  - -  

cons ide ra t ion ,  and i f  t h i a  position ie rnair.1 Laf ~led, k l ~ e  Iuels 
d e c i s i o n  r e p o r t  would 'not  apply t o  'diesel engine powered systems.) 

32 7. (and assoc ia ted  
subparagraphs ) * * 

33. 8. (and assoc ia ted  
subparagraphs) ** 

36 9 .  (and .associa ted  
subparagraphs) ** 

.37 11. (and assoc ia ted  
subparagraphs) ** 

**(Subjec t  t o  . the  f u r t h e r  cavea t  that 200 megawatts should be 
s u b s t i t u t e d  , . f o r  100 megawatts, for reasons here inbefore  s t a t e d . )  

**  (Sub jeCt to t h e  f u r t h e r  cavea t  t h e  200 megawatts should be 
substituted far 100 megawatts. ) 

40  G . 2  # #  

# # ( T h i s  comment would be p a r t i c u l a r l y  app l i cab le  t o  genera t ing  
systems of 200 megawatts o r  less, 1 



M r .  Alan W. S t a r r  
Washington, D.C. 
June 5, 1980.... Page 6 

Attachment No. 2 t o  t h i s  let ter is a le t ter  dated March 9,  1979, 
prepared by Smith & G i l l e s p i e  Engineers ,  I n c . , ' o n  . the s u b j e c t :  " 

Powerplant and I n d u s t r i a l  Fuel U s e  Act of 1978, Docket.No. 
ERA-R-78-19. 

I n  t h i s  l e t t e r ,  t h e  author  used a d iv id ing  p o i n t  of 150 megawatts, 
between small  power planl%, a s  def ined  i n  t h e  Act, and t h e  ve ry  
small  power p l a n t s  which I have d iscussed  i n  t h e  foregoing por t ions  
of my l e t t e r .  For reasons explained i n  t h e  foregoing,  I b e l i e v e  
t h a t  the  d i v i d i n g  p o i n t  between small  and very small  should be 
increased t o  200 megawatts. I have reviewed t h i s  wi th  t h e  author  
of t h e  l e t t e r ,  and he concurs wi th  t h i s  comment. 

I have a l s o  reviewed wi th  t h e  author  of t h e  l e t t e r  the proviso 
t h a t  one of t h e  most important s t e p s  which t h e  Department of Energy 
could t ake  would be t o  maintain,  and i f  necessary,  s t r eng then  
t h e  exclusion of power systems us ing  d i e s e l  engine prime-movers . : ,  
from t h e  provis ions  of t h e  A c t ;  he concurs with t h i s .  

.The re fe rences  which a r e  made i n  t h e  fol lowing paragraphs are 
' - subjec t  t o  t h e s e  comments which w i l l  n o t  be repeated i n  t h e  
r e fe rences  which follow. The following page and paragraph 
re fe rences  a r e  t o  smith & G i l l e s p i e  Engineers,  I n c ' s  let ter 
c i t e d  above da ted  March 9,  1979: 

P a r a a r a ~ h  No. 

1 1. (and r e l a t e d  . 

subparagraphs ) 
2 2.1 (and r e l a t e d  

, ; subparagraphs) . . 
4 . . ,  _. . . .  > . .  . .  2.2. (and r e l a t e d  ,, . .  , 

subparagraphs) 
L: .$ 5 2.3 (and r e l a t e d  

subparagraphs ) 
5 . .  , . : 2.4 (and r e l a t e d  ,. 

' subparagraphs). , 
6 

* - .  
' 2.7 (and r e l a t e d  

subparagraphs ) 
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Page No. 

8  
8  
8  
9  

Paragraph No. 

The fol lowing paragraphs addresses  themselves t o  t h e  p a r t i c u l a r  , 

p o i n t s  r a i s e d  i n  t h e  r e q u e s t  f o r  informat ion set  f o r t h  on t h e  
e x c e r p t  from t h e  FEDERAL REGISTER Volume 4 5 ,  No. 73, Thursday, 
A p r i l  17 ,  1980, which w a s  an enc losure  t o  your l e t te r  t o  m e  
da t ed  May 2 1 ,  1980. The paragraph . , re fe rences  a r e  t o  t h e  para- 
graphs  s t a t e d  under "Request f o r  Informat ion" .  

Reference Paragraph (1) : 

,The ope ra t ing  and development plans  and s t r a t e g i e s  of t h e  C i ty  of 
Homestead.to permit  compliance wi th  FUA inc lude  t h e  purchase qf 
a c e r t a i n  amount of base  load ,  average system c o s t  power from 
major u t i l i t i e s  who have a  c e r t a i n  Amount of non-petroleum/ . 

n a t u r a l  gas  gene ra t ion  on l i n e  a t  p r e s e n t ,  and who have t h e  
c a p a b i l i t y ,  because of t h e i r  s i z e ,  of  cons t ruc t ing  a d d i t i o n a l  
non-petroleum.natura1 g a s  genera t ion .  I n  a d d i t i o n ,  t h e  C i t y  
is  seek ing  o p p o r t u n i t i e s  t o  purchase from o r  j o i n t  p a r t i c i p a t i o n  
i n  t ransmiss ion  cons t ruc t ion  t o  enable  it t o  u t i l i z e  hydro- 
electric power. A s  a f u r t h e r  implementation of i ts  s t r a t e g y ,  
the C i t y  has p a r t i c i p a t e d  i n  t h e  exper imental  i n s t a l l a t i o n  of 
a.;waste h e a t  recovery u n i t ,  and should : the i n s t a l l a t i o n  prove 
p r a c t i c a l  and economical,  would cons ider  f u r t h e r  a p p l i c a t i o n '  
of w a s t e  h e a t  recovery.  The C i t y ' s  goals; a r e  t o  oper.ate a s  
e f f i c i e n t l y  a s  p o s s i b l e ,  u t i l i z i n g  o u t s i d e  purchases o r  j o i n t  
a c q u i s i t i o n s  a t  maximum load f a c t o r  a s  needed. 

Reference Paragraph ( 2 )  : -- 

The C i t y  of Homestead does  n o t  have, nor does  it contemplake, t h e  
i n s t a l l a t i o n  of  steam power p l a n t s  u t i l i z i n g  b o i l e r s ,  t o  which 
t h i s  ques t ion  would apply.  However, i n  view of t h e  f a c t  t h a t  I 
main ta in  an a c t i v e  l e a d e r s h i p  i n  t h e  Sta tewide U t i l i t y  Assoc ia t ion ,  
I am awaure of c e r t a i n  problems which I b e l i e v e  must be  addressed,  
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i n  additi:on. t o  t h e  simple . technica l  and f i n a n c i a l  f e a s i b i l i t y  a s  
applied t o  ".boilers1'. Consideration of the  use of coal  i n  many 
small, power, p lan t s .poses  major..,.problems insofar  a s  t h e i r  loca t ion  
is concerned with respec t  t o  environmental considerat ions;  with 
respec t  t o  .s'tor.age .problems; with respec t  t o  t ranspor. tat ion 
problems. A l l  of these  f a c t o r s  must be given ca re fu l  considerat ion.  

Reference Paragraph (3 )  : 

Please r e f e r  . t o  comments under t h e  referenced Paragraph (1) . 
I n , a d d i t i o n ,  .the City of Homestead has considered pa r t i c ipa t ion  
i n  generat ion u t i l . i z i n g  s o l i d  waste . a s  a fuel.. This R €4 .D 
program was no t  a v a i l a b l e - t o  the  City of Homestead. 'The agency . . 

developing t h i s  study e lec ted  .to combine t h e i r  operat ion with 
t h a t  of Florida,  Power & Light Company. Further ,  the  City .has 
considered wind and s o l a r  sources,  without success,  t o  da te .  

.',The C i t y , .  however, has not  closed the: door and w i l l  continue t o  
seek o u t  a l t e r n a t i v e  methods. The p r inc ipa l  problem insofa r  
a s  the  City is concerned is  . tha t  t h e  appl ica t ion  of technologies,  
such a s  wind, s o l a r ,  f u e l  c e l l s ,  e t c . ,  general ly involve sub- 
s t a n t i a l  f i r s t  c o s t  investments on a r e l a t i v e l y  unproven tech- 
nology.' The Ci ty  aan and does make investments, such a s  those 
it has made i n  the  waste heat ' recovery ,  bu t  must, of necess i ty ,  
l i m i t  i t s  pa r t i c ipa t ion ,  i n  such,programs s o  t h a t  a f a i l u r e  would 
not  r e s u l t  i n  cataslkophic f i n a n c i a l  problems t o  the  City and.  
. t h e  System. I n  s h o r t ,  the  City would":welcome the  opportunity 
of considering'programs where t h e  pa r t i cpa t ion  of t h e  City i n  
. f i r s t  c o s t  investment could be l imi ted  by appl ica t ion  of g ran t s  
o r  other .support . '  The Ci ty  be l ieves  it could make a s i g n i f i c a n t .  
contrfbution,  i n  view.of i ts  s i z e  and'experience, i n  t e s t  
p r o g r . q s  and would wklcorne the opportunity of doing so. 

I Reference Paragraph ( 4 )  : 

. ~ e c a u s e  of the:unique nature  of t h e  Service Area of the  Ci ty  of 
'~omestead,  there  a r e  n o t . c u r r e n t  l o c a l  opportunties  eor co- 
,generation a t  t h i s  time. 

City of. 
Homestead, Florida 
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~ e f  erence Paragraph ( 5 ) : 

Because of t h e  C i t y  of Homestead .is a d i e s e l  system and t h e r e f o r e  
g s  exempt under th'e Fuel  U s e  A c t  of 1978, w e  have no s p e d i f i c  
problems t o  r e p o r t  involving exemptions. . , 

. . 

The ma'jor probl&s' which. t h e  C i ty  h a s  exper5enced t o  d a t e  i n  
ga in ing  access  t o  ' l a rge  power p l a n t  p r o j e c t s , a n d  needed t r ans -  
mission f a c i l i t i e s  inc lude ,  b u t  a r e  nok necessa r i ly  l i m i t e d ' t o ,  
t h e  , f  dllowing gene ra l  summary : 

The C i t y  i s  seekj ng,  hut has  no t  y e t  been success fu l  i n  
obta in ing  access t o  t h e  purchase of base  load power'from' 
o r  p a r t i c i p a t i o n  i n  F l o r i d a ,  Power,& Light  Company's nuc lear  

. '  f u e l  power p l a n t s ,  Turkey P o i n t  Units  3 and .4 and St .  Lucie 1. 

The City has' n o t  ' ye t  reached, agreement with F lo r ida  Power 
and Light  Company a s  t o  t e r m s  and amounts of pa r t i cgpa t ion  
i n  t h a t  Company's nuclear  fuel .power p l a n t ,  S t .  Lucie .2. 

: .  ' I* these  ' f i r s t  two : in s t ances ,  t h e  C i t y  of Homestead is  a  
named par,ty i n  t h e  D i s t r i c t  cou r t7  C i r c u i t  Court  of Appeals 
case.  e n t i t l e d  " F o r t  P i e r c e  u t i l i t i e s  Authori ty  vs .  FP & L', " 
.CA Docket No.. 7'9-5101 (NRC Docket No. 50-389~)  . 

a . .  
Through the ~ l o r i d a  Municipal U t i l i t i e s  ~ s s o c i a t i 6 , f i ,  the 
C i t y  o f '  Homestead is seeking r e l i e f  i n  ,matter,s r e l a t i n g .  to  : 
Flo r ida  Power and Light.  Company's nuclear  f u e l  power p l a n t . .  
S t .  Lucie 2 .  This  i s  NRC Docket No. 50-3.89A. 

Implementation of p o s i t i v e  developments e s t a b l i s h i n g  
Homestead's i n t e r e s t  i n  t h e  above would probably t ake  
p lace  th rough . the  F lo r ida  ~ u n i ' c i p a l  Power Agency; 

The Ci-ty of Homestead. has  sou$ht and seeks 'accesa to  a 
Statewide t ransmission r a t e ,  o r  a t  l e a s t  +he r i g h t  t o  ' 
p a r t i c i p a t e  i n  t h e  ownership of Statewide t ransmiss ion  
f a c i l i t i e s .  

;City j of 
i Homestead, Florida 
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The a spec t s  of t h e  t ransmission ma t t e r s  a r e  i n  l i t i g a t i o n  
by t h e  c i t y  of Homestead and others. ,  Federal  Energy Regu- 
l a t o r y  Commission (FERC) Docket Nos. 77-175 and 78-19 
(CA Docket No. 80-2529). . . . " . . ... 

The C i ty  of Homestead has  i n i t i a t e d  s t e p s  t o  review i ts  
poss ib l e  r i g h t s  t o  access  SEPA,power and t o  access  a v a i l -  
ab l e  economy energy i n  Georgia and t h e  Caro l inas ,  recog- 
n iz ing  t h a t ,  a t  least i n  t h e  long run,  t h e  a b i l i t y  t o  - 
access  such h y d r o e l e c t r i c  and economy energy w i l l  depend 
upon cons t ruc t ion  of t ransmission f a c i l i t i e s .  I n  a l l  
p r o b a b i l i t y ,  a t  l e a s t  a s  f a r  a s  remote bulk ppwer t rans-  
mission f a c i l i i t i e s  a r e  concerned.,  t h e  C i t y  of Honiestead 
w i l l  probably work through t h e  F lo r ida  Municipal Power 
Agency. 

The. suggest ions responding t o  subparagraphs (i) -( ii) and (iii) 
have been 'set f o r t h  i n  t h e  foregoing paragraphs of t h i s  let ter .  

Reference Paragraph (7) ( i v )  and (v) : 

These two subca tegor ies  have been combined t o  minimize t h e  
r e p e t i t i o n  t h a t  would o therwise  occur. There must be maximum 
coord ina t ion  between Federa l  and S t a t e  programs, p o l i c i e s ,  and 
ac t ions .  There are "have" and "have not" a r e a s  i n  t h i s  country 
a s  f a r  a s  energy is  concerned, e s p e c i a l l y  i n  view of t h e  p re sen t  
emphasis on f u e l s  o t h e r  than l i q u i d  petroleum and n a t u r a l  gas. 
The -S ta t e  of F lo r ida  is b le s sed -wi th  many. advantages, b u t  t hese  
advantages do n o t  inc lude  access  t o  c o a l  nor t o  hydroe lec t r i c  
energy sources .  Regions t h a t  do have access  t o  such sources  
understandably regard them wi th  a r e l a t i v e l y  high degree of 
p ropr i e t a ry  i n t e r e s t .  

The S t a t e  of F lo r ida  w i l l  f i n d  it extremely , d i f f i c u l t . t o  import  
s u f . f i c i e n t  c o a l  t o  make a s i z e a b l e  reduct ion  i n  i ts  reauirement 

:, f o r  petroleum and n a t u r a l  gas .  Pending t h e  development of such 
importat ion c a p a b i l i t y ,  ' t h e  S t a t e  'must, of necess i ty ,  r e l y  on 
nuc, learpower,  imported electric energy v i a  high vo l t age  

City. of 
. . 

Homestead, Florida 
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transmission,  and continued .use of l i q u i d  petroleum and ' na tu ra l  
gas .  

Federa l  and S t a t e  p o l i k i e s ,  and n o t  necessar i ly .  l imi t ed  t o  t h e  
S t a t e  of  F lo r ida  ,. must work. s y n e r g i s t i c a l l y  to. address  themselves 
t o , t h e s e  problems. I t  appears  t o  m e  t h a t  t hese  problems are o f .  
i n t e r e s t  i n  s t a t e s  o t h e r  than Flor ida ;  hbwever, f o r . t h e  obvious,  
reason t h a t  Z a m  f a m i l i a r  wi th  F l o r i d a ' s  problems, I am con- 
f i n i n g  myself t o  th i s .a r?ea .  To t h e  exbent t h a t , t h e  comments 
would apply .e lsewhere,  they should be appl ied:  , . 

The order  i n  which these subparagraphs,appear  does n o t :  
convey an o rde r  of p r i o r i t y .  Where p r i o r i t y  i s  t o t b e  
appl ied ,  and it s h o u l d - b e  appl ied ,  p r , i o r i t y  should be 
given t o  so lv ing  those  prob56ms -which can be solved f i r s t ,  
whi le  a t  t h e  .same time, concurren t ly  working on problems 
which, because of t h e i r  na tu re ,  involve a 1 a t e r . s o l u t i o n .  

Nuclear energy must be given c a r e f u l  cons idera t ion  and the 
present and p u t e n t i d l  puuLlwas IIIUS L be cons t r u c t i v e l y  
addrccscd. I t  appears to m e  that w e  are los ing  what  should  
be a v i a b l e  a l t e r n a t i v e  source  of energy by d e f a u l t .  W e  
cont inue t o  in t roduce  u n r e a l i s t i c  i ndec i s ion  and de lay  i n t o  
our  r egu la to ry  processes ,  no t  t h e  l e a s t  of which i s  what 
amounts t o  an e f f e c t i v e  t o t a l  shutdown of our  f u e l  reprocess-  
i ng  programs. Problems a s soc ia t ed  wi th  r a d i o a c t i v e  waste 
must be cons t ruc t ive ly  addressed. I f  I understand what I 
hear  and r ead ,  un le s s  w e  c o r r e c t  our  t o t a l  approach t o  
nuc lear  energy, w e  a r e  going t o  f i n d  our  own i n d u s t r i a l  
and technoioglca l  c a p a b i l i t y  s h u t  duwn, and our  former 
l eade r sh ip  ~n t h i s  f i e l d  t r a n s f e r r e d  t o  o the r  na t ions  
abroad. Ce r t a in ly ,  t h i s  cannot be allowed t o  happen: 

Coordinated t ransmission programs must be  undertaken t o  
provide l i n k s  from a reas  where non-petroleum fue led  
enerqy is  r e a d i l y  a v a i l a b l e  t o  a r e a s  where t h e r e  is a .  
de f i c i ency  of such energy. Granted, t h a t  t h e r e  are 
problems involved i n  massive t ransmission cons t ruc t ion  
and i n  t h e  opera t ion  of such f a c i l i t i e s ,  b u t  it appears t h a t  

City of 
Homestead, Florida 
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i f  w e  a r e  t o  s o l v e  our  energy problems, it i s  going t o  have 
t o  be done through coopera t ive  ventures  between a l l  
phases of t h e  E l e c t r i c  U t i l i t y  Indus t ry  and t h a t  t h i s  
cooperat ion must extend ac ros s  s t a t e  l i n e s .  I do n o t  
recommend t h a t  t h i s  be  funcledor be made a p a r t  of a 
Federal  program; however, S t a t e  and Federa l  r egu la to ry  
agencies  must cooperate  and must develop a cons t ruc t ive  
a t t i t u d e  toward f o s t e r i n g  such programs. 

I be l i eve  t h a t  t h e  enl ightened s e l f - i n t e r e s t  of Municipal 
Electric Systems, joing Municipal agenc ies ,  Rural  E l e c t r i c  
Cooperatives,  Rural  E l e c t r i c  Cooperatives agencies ,  
i n d i v i d u a l  Investor-Owned E l e c t r i c  U t i l i t ' i e s ,  and assoc i -  
a t i o n s  of such Investor-Owned E l e c t r i c  U t i l i t i e s  must be 
permit ted and encouraged t o  .cooperate e f f e c t i v e l y  i n  
cons t ruc t ion  of major energy product ion and transmisdion 
f a c i l i t i e s  . .Whatever - , ave r s igh t  i s  necessary t o  protect- 
.the i n t e r e s t  of tlr$...< pub l i c ,  such oversight.;should be  

.' .provided. C e r t a i n l y  , t h e r e  should: n o t  be any r e l a x a t i o n  
of t h e  a n t i - t r u s t  cons ide ra t ions  involved. Cooperation 
ther.e must be ,  and t h e  Department of .  Energy should t ake  
t h e  pos i t i on  t h a t  cooperat ion t h e r e  s h a l l  be.  

I , thank you fo r . . . t he  .opportuni ty  of making t h e s e  comments. I f  
you have any questions. ,  p l e a s e  l e t  m e  know. 

Respec t fu l ly  submit ted,  

CITY OF HOMESTEA. FLT)R.ID 

y+ c>&-g 
~ e n r y g .  P e t e r s  , . Jr . 
Direc r of U t i l i t i e s  

.City of 
~omestead, Florida 



Public Lighting Department Coleman A.  Young, Mayor 
7500 Jos. Campau Avenue, Detroit, Michigan 4821 1 City of Detroit 
(313) 875-0972 

June 5 ,  1980 

Mr. Alan W. S t a r r ,  Chief 
Source Technology and Economics Branch 
Division, Power Supply and Reliabili ty.  
Economic Regulatory Administration 
U. S. Department of Energy I 

2000 M S t ree t ,  North-West 
Washington, D. C. 20461 

Subject: Your Letter i':o U s  DaLtxl 
May 2 1 ,  1980 on How FUA 

.. . Affects Smaller U t i l i t i e s .  

Dear Mr. S ta r r :  

We of fer  the following three general comments: 

1. As .you s ta ted  i n  your ' l e t t e r ,  keeping abreast of a l l  of the. 
s ta tu tes  and regulations affect ing the u t i l i t y  business is over- 
whelmingtous. We a r e  t ryingtohave some knowledge of FUA, ECA, 
PURPA, NGPA, and CAA, a1.l. being worked on by DOE, FERC , ERA, and 
EPA. We shoi.il.d r ea l ly  have several persons assigned t.o t h i s  ki  n.d 
of study work, including both engineers and attorneys. . , 

2. We a re  seriously affected by the FUA because our 200-MW power 
plant presently uses o i l ,  but we a re  trying t o  be dual-fueled, 
including natural g a s , a t l e a s t  fo ra few ycars a s  allowed by the 
FUA. 

3. We feel that the PUA, as  adninistered by the DOE, is 
diametricallyopposedtotheCAAasadministered by the EPA. Does 
the United States  want t o  reduce the useofpetroleum'or does it , 

want t o  have clean a i r  or  i s  it willing t o  compromise? 

Recommendations t o  a l l ev i a t e  the problems of small u t i l i t i e s  i n  
' 

complying with the Fuel Use Act of 1978 are : .  
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A. Ut i l i t ies  whose annual kilowatt-hour sales are less  than 
750,000,000 should be exempted from coverage by the Act. This 
l i m i t  would be consistent with threshold cri terion of NECPA. 

. - ." 
B. Ut i l i t ies  which have made s i t e  changes to accommodate the 

- : conversion from coal to  o i l  t o  meet EPA restr ict ions,  such as 
building o i l  storage f ac i l i t i e s  where coal was formerly stored 
andwhichas aresultnolongerhave space either for coal storage 
or for holding pondsordesulfurization equipment, should be ex- 

8 empted from the Act. 

C. Ut i l i t ies  whichhavegeneratingunits (boilers) specifically 
designed for o i l  should be exempted. 

I f  you have any qi.~estions, please write, or,  c a l l  me a t  1 (313) 
875-0972, Extension 301. 

Very truly yours, 

PUBLIC LIGHTING DEPAR'IMENT 

* dd* 
James A. Williams 
Superintendent 

cc: M r .  John .F. R e k i ,  PLD-Engineering 

. . 
. ., . . . 

. , .  . . 

by: Registered Mail - 
Return Receipt Requested.. . , 

. . 
. , .  - . . 

. , 
. , .  
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Small Utilities Study 
Office of Utility System 
Department of Energy 
Room 4002 
2000 M Street N. W, . 
Washington, D. C. 20461 

. , 

Re: ~ 1 ~ u A / 1 9 7 8  S~ction. 744 
Small TJtj,lities Impact 

Dear Sir: 

The BPU, City of McPherson is the second largest municipal generating , . 

system in Kansas. The BPU has a generating capacity of 216 MW, and it is 
totally dedicated to peak load dispatching. All base load energy is obtained ' ' . !  

through a firm power contract with the Kansas Power and Light Company, and 
this energy is.produced from coal fired steam plants. 

?-, . ,  . 
1. I would offer the suggeslio~i that small utilities a re  those with less than 

200 Mw of generation and net Kwh sales of 750,000,000. The.delineation of . 
2000 Mw is not realistic. .. . . . . 

2. The FUA has provision for exemptions for Peaking Plants. The BPU h s  ' 

obtained an exemption to use NG on that premise. Our petition wag drafted nn : 

thal Lasls and a temporary exemption w a s  awarded after nearly one year of 
deliberation. In view of the fact that the Director of DOE was urging us to . - 

use natural gas in lieu of other petroleum products, the time . to . expedite seems 
unrealistic. 
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3. The smaller utilities may'be the first  to develop alternate generating 
procedures but those procedures a re  not here today. Most of our small 
municipals use natural gas in diesel engines; and that 1oad . i~  essentially off 
peak for the heating season. These diesels provide fine emergency power when 
Cities are '  interconnected with power grids. . 

I would guess that these small generating units could be adapted to burn a 
synthetic fuel when it becomes available, however the municipal generating 
system must be kept active during the interim of fuel development.. 

4. Small systems do not have large professional or  administrative staff. 
The procedures of the federal government to publish information through the 
Federal Register is a trying thing for nearly all public entities. 

' 

The Federal Register is a difficult instrument for small communities to monitor. 

Our City receives one copy on a regular basis and it is filed in the county law 
library. 

I find that I must have an attorney translate and consolidate the many words in 
our working language. 

In summary I would say that operations directed from Washington tend to be 
clumsy and inappropriate. Each agency has their own tunnel vision of their 
-1 or responsibilities and very few provide the necessary service,for the 
customer. 

BOARD OF PUBLIC UTILITIES 

DO-ard, General Manager 

cc: Kansas Municipal Utilities, McPherson 
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June 3, 1980 
. 119 NORTH QLENDALE AVE. 

OLENDALE 91208 
TELEPHONE (213) 8681141 

Small Utilities Study 
Office of Utility Systems ,, . ' .. 
Department of Energy 
Room 4002 
2000 M Street NW 
Washington, DC 20461 . . . 

. . . _  , . .  
. . . . 

Gent1 emen :. 
' _  . , 

> .  . . .i ' - 

In response to your request for information,' we will list below 
a nun~betl of problems that the City of Glendale will experience in trying to 
comply with the Fuel Use Act. 

1. Our existing boilers are designed primarily for natural gas 
fuel with oi 1 as an a1 ternate fuel , and cannot be converted 
to burn coal. 8 

2. Our experience in trying to'obtain alternate'fuel so'urces or 
energy sources has not been successful. We have attempted 
to secure participation in numerous outside power plants, 
but have been unsuccessful in this area. 

' 3. Lack of transmission facilities often makes it not feasible 
to participate in otherwise acceptable outside plants. 

. . ,  

We recommend that amendments be made to the Fuel Use Act to a1 low 
continued use of natural gas for util ities ' operations when. avai lable; t h i s  
will reduce the need to import foreign oil. Amendment's to simplify the 
exemption process under the Fuel Use Act should a1 so be considered. . 

Very truly yours s -*', 

u & .?A y /.L 

WILLIAM H. FELL 
rn 

~~& General Manager and Chief Engineer 

.. .., . 
, . , .; .c.' . ! 
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CITY RUII-DING, BR3ADWAY AT MAIN STRZIT, I..EI3z!NOPJ, i)t[IO 45036 

T ELEI'HONE !:.32.30hO 

June 10, 1980 
~. , , 

' Small Utilities study 
Off ice of' Utility Systems 
Department of Energy 
Room 4002 
2000 M. Street, Northwest. 
Washington, D. C. 20461 . . 

SUBJECT: Impact Of Fuel Use Act of 1980 on Small Utilities . . 

Dear Sir: 

The cost to convert small units to alternate fuels is so' great that this 
requirement will force these power plants-to discontinue operation. A case in point, 
would, most certainly,'be our power plant, which is of 20 megawatts in size.and is 
basically used to augment our two purchase power contracts. This plant permits us to 
purchase off-peak coal-fired power for less than 30 mils, compared to generating our 
own at over 30 mils. 

As a result, economics alone has forced us to use this base load plant for 
peaking operations only, and at some point in time, to discontinue the total 
operation of this plant. 

If government is to be involved, the action and emphassis should be to stop 
future use of oil and force all utilities to interchange power at economical rates. . 
This will encourage the small utilities to purchase energy from coal-fired plants, 
which would be operating at maximum efficiency. Further action should be taken to 
encourage the small utilities to purchase a part of the large power plant, rather 
than add genera'tion. We all know the economical scale and should adhere to it. 

The small utilities are soon to become a thing of the past, but, we should 
take care of these units as long as we can, because they are the cheapest source of 
generation when complimented with very large coal-fired or neuclear power plants. 
Obviously, these plants can not continue to operate for twenty to thirty more years. 
The bulk of+these plants will be retired in ten to fifteen years at the most and 
although slow, the problem will be self-solving. At present, 30 states have Joint 
Use Acts, and possibly, if the D.O.E. would put some emphasis on the importance of 
joint use, the other 20 states would come around and join in and encourage the 
interaction between utilites. 

Victor E. Garrison 
Chief Engineer , .- + .  

, .. , 



DEPARTMENT OF UTILITIES 
ENGINEERING DIVISION . .  f 
Telephone: 233-6611 Ext.  478 
1830 Wal ker  Road 
P. 0. Box 4017-C 
Lafayet te ,  Louis iana 70502 

, . .. - 
June 6, 1980 

, '  

M r .  Alan W .  S t a r r  
Chief ,  ,Source' Techno1 ogy and 

Economics Branch, 
~ i v i s i o n  o f  Power Supply and 

Re1 i a b i l i t y  
Economic Regulatory Admin i s t ra t i on  
Department o f  Energy 
Washington, D. C. 20461 . . 

C 

Re: Your L e t t e r  o f  May 21, 198Q 

Dear M r .  S t a r r :  

The City of La faye t te  has been u t i l i z i n g  na tu ra l  gas as i t s  pr imary f u e l  
. .. f o r  steam e l e c t r i c  generat ion s ince  1951. P r i o r  t o  t h a t  t ime, na tu ra l  
. gas and d iese l  f u e l  were used w i t h  d iese l  u n i t s .  There has been and s t i l l  

i s  an abundant supply of n a t u r a l  gas i n  t h i s  area which cou ld  e a s i l y  
p rov ide  f u e l  f o r  domestic and i n d u s t r i a l  use and f o r  e l e c t r i c  generat ion. 
A l a r g e  p o r t i o n  o f  t he  gas produced i s  t ranspor ted  t o  areas i.n. the East 
and North. The C i t y  of Lafayet te has entered i n t o  'a j o i n t  venture w i t h  
Cen t ra l  Louisiana E l e c t r i c  Company (CLECO) t o  cons t ruc t  a coal  - f i r e d  

' e l e c t r i c  generat ing u n i t .  The City of La fayet te  w i l l  own one-hal f  (k) 
t h e  capac i t y  o f  ' t h i s  u n i t  o r  265. MW a t  a cos t  of approximately $140,000,000.00. 
This  u n i t  i s  scheduled t o  be placed on l i n e  i n  t he  Spr ing o f  1982. The 

.. C i t y  of  La fayet te 's  t o t a l  e x i s t i n g  na tu ra l  gas - f i r ed  generat ing u n i t s  have 
' a  t o t a l  capac i ty  o f  approximately 375 MW. The t o t a l  cos t  f o r  these u n i t s  

i s  approximately $49,000,000.00 o r  $130.00 a k i l o w a t t  w h i l e  the cos t  o f  

, . .  . t h e  coal  - f i r e d  u n i t  i s  approximately $530.00 a k i l o w a t t .  The t r a n s p o r t a t i o n  
c o s t  f o r  coal i n  1982 w i l l  probably be i n  e x c ~ s s " ' o f  tw i ce  the  c o s t  of the.coa1 

. , 
a t  the  mine. 
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.. . -  , 

Many o f  our  c i t i z e n s  ask the  quest ion,  "Why should we buy coal i n  Wyoming . 
and have t o  pay expensive t r a n s p o r t a t i o n  cos ts  when we have an abundance o f  
gas i n  t h i s  area t h a t  cou ld  be used i n  t he  area i ns tead  o f  sh ipp ing  g rea t  
d is tances t o  t h e  East and North?"  I t  i s  our  op in ion  t h a t  t he  Department o f  
Energy should concentrate more on reducing t h e  t r a n s p o r t a t i o n  o f  f u e l  l a r g e  
d is tances  and at tempt  t o  have these f u e l s  burned i n  the  a r e a ' i n  which they  
are produced. 

I f  you have any quest ions,  please advise. 

Associate D i r e c t o r  o f  U t i l  i t i e s  

cc:  S. J. Richard 
. . . . 

. . 
: 3 . '  , - ' . . ~  
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LAW OFFICES 

WILLIAM T. MILLER 
STANLEY W. BALIS 
ROBERT A. O'NEIL 

MILLER, BALIS & O'NEIL. P.C. ' .  ' 

776 EXECUTIVE BUILDING 

1030 FIFTEENTH STREET. N. W. 

WASHINGTON. D. C. 20009 

J u n e  6 ,  1980 

T c  

M r .  Alan W. S t a r r  
C h i e f ,  S o u r c e ,  Technology and 

Economics Branch  
D i v i s i o n  o f  Power Supp ly  and 

R e l i a b i l i t y  
Economic R e g u l a t o r y  A d m i n i s t r a t i o n  
Depar tment  o f  Energy  
Washington ,  D.C 20461 

Re: C o n g r e s s i o n a l  amendments o f  t he .  F u e l  U s e  A c t .  
. . 

Dear M r .  S t a r r :  

I n  reGponGe t o  your  l e t t e r  o f  May 22, 1980,  t o  Mr.  
L i n g e n f e l d e r  o f  t h e  Yazoo C i t y  P u b l i c  ~ ~ e r v i c e ' ~ ~ o m m i s s i o n ,  Yazoo 
C'i 'ty, M i s s i s s i p p i ,  I would l i k e  to  p r o v i d e  you t h e - b e n e f i t  o f  
Yazoo C k t y ' s  t h o u g h t s  on  t h i s  s u b j e c t .  . '  . . 

I n  t h e  f i r s t  p l a c e ,  Yazoo C i t y  wan t s  t o  b e  s u r e  t h a t  you d o  
n o t  i n t e r p r e t  t h e  l a c k  o f  r e s p o n s e  by small u t i l i t i e s  as e v i d e n c e  
t h a t  no s e r i o u s  problems e x i s t  and  t h a t  no  l e g i s l a t i o n  and  regu-  
l a t o r y  changes  a r e  w a r r a n t e d .  To t h e  c o n t r a r y ,  t h e  F u e l  U s e  A c t ,  
accompanied by i t s  l e n g t h y  and complex r e g u l a t i o n s ,  h a s  p u t  a  
t remendous  burden  on  s m a l l  u t i l i t i e s  l i k e  Yazoo C i t y .  

I n  t h e  f i r s t  p l a c e ,  Yazoo C i t y  s i m p l y  d o e s  n o t  have  t h e  
r e s o u r c e s  or t h e  manpower t o  c o p e  w i t h  FUA. I t  h a s  been  f o r c e d  
t o  r e t a i n  o u t s i d e  c o n s u l t a n t s ,  b o t h  e n g i n e e r i n g  and l e g a l ,  i n  a n  
e f  f u i  t to h e l p  i t  (1) urldeis  Land tlie FUA drld i t8 L e q u i i  e1f1e1iL~ dlid 
( 2 )  meet t h o s e  r e q u i r e m e n t s .  

When you b a l a n c e  t h e  t remendous f i n a n c i a l  burden  t h a t  FUA 
p l a c e s  on  s m a l l  u t i l i t i e s  l i k e  Yazoo C i t y  a g a i n s t  t h e  v e r y  small 
g a i n s  t h a t  c a n  hoped to  b e  a c h i e v e d  by weaning small u t i l i t i e s  
o f f  o f  g a s ,  Yazoo C i t y  r e s p e c t f u l l y  s u b m i t s  t h a t  t h e  p u b l i c  
i n t e r e s t  would be  w e l l  s e r v e d  by exempt ing  small u t i l i t i e s  l i k e  
Yazoo C i t y  from t h e  FUA. I t  is o u r  c a n d i d  b e l i e f  t h a t  Congres s  
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c o u l d  n o t  have  e n v i s i o n e d  when it e n a c t e d  t h e  FUA t h e  m u l t i t u d e  
o f  problems t h a t  t h i s  l e g i s l a t i o n  would c a u s e  s m a l l  u t i l i t i e s .  
N o t  t h e  l eas t  o f  t h e  end r e s u l t s  t h a t  such  l e g i s l a t i o n  may f o r c e ,  
though c e r t a i n l y  n o t  i n t e n d e d ,  is t h e  a n t i c o m p e t i t i v e  o n e  f o r c i n g  
Yazoo C i t y  t o  s i m p l y  f o r e s a k e  m u n i c i p a l  ownership .  C e r t a i n l y  
Yazoo C i t y  would res i s t  t h i s  r e s u l t ,  b u t  you s h o u l d  be  aware  t h a t  
o n e r o u s  l e g i s l a t i o n  such  as  t h e  FUA c o u l d  w e l l  have  t h a t  most 
u n d e s i r a b l e  e f f e c t .  

I n  b r i e f ,  even  i f  e v e r y  small u t i l i t y  ( .def ined  as a . u t i l i t y  
w i t h  t o t a l  g e n e r a t i n g  c a p a c i t y  o f  100 M w . o r  less)  d i d  n o t  u s e  
a n o t h e r  Mcf of  n a t u r a l  g a s  or g a l l o n  o f  o i l ,  t h e  amount o f  such  
e n e r g y  s o u r c e s  saved  would be  min i scu le . ;  o n  t h e  o t h e r  hand,  t h e  
cost to  small u t i l i t i e s  of  implement ing  FUA is s t a g g e r i n g .  When 
t h e s e  matters a r e ' w e i g h e d ,  w e  s u b m i t  t h a t  t h e  p u b l i c  i n t e r e s t  
r e q u i r e s  ,exempt iop  o f  s m a l l  u t i l i t i e s  from t h e  purv iew o f  FUA, 
which c a n  most e a s i l y  b e  accompl i shed  by amendment t o  FUA<.as 
recommended above. 

I f  w e  c a n  be  o f  any  f u r t h e r  a s s i s t a n c e  i n  t h i s  matter, p l e a s e  
c o n t a c t  e i t h e r  t h e  u n d e r s i g n e d  or M r .  L i n g e n f e l d e r  o f  Yazoo C i t y  
a s  t h i s  matter is o f  t h e  u tmos t  c o n c e r n  and impor tance  to  Yazoo 
C i t y .  

Very t r u l y  y o u r s ,  



June 24, 1980 

Mr. Allan W. Starr 
I Division of Power Supply and Reliability 

US Department of Energy 
2000 M Street, N.W. 
Washington, D.C. 20461 

Dear Sir: 

The following comments are in response to the April 17, 1380, 
Federal Register nutice ~ e y a i d i i ~ g  c c r m m e i ~ t s  relative to Section 744 
of the Powerplant and Industrial Fuel Use Act of 1978 (FUA). 
Section 744 requires the Department of Energy (DOE) to conduct a 
study of the problems of compliance with FUA experienced by electric 
utilities with a total system generating capacity of less than 2,000 
MW. Our review of FUA as it impacts the City .of Denton concludes 
the following points: 

The FUA should be repealed. This position is taken because 
we feel the. City of Denton, through its membership in the 
Texas Municipal Power Agelicy (TMPA) , is already accomplishing 
the intent of the law by virtue of its commitment to new 
nuclear and lignite generatinn. This generation . will 
rli sp1 ace exi.sting natural gas/oil f i r e d  generation, This 
commitment is based on normal financial and engineering 
analyei-9 and Anes not require, the artificial, fuel 
prohibitions contained in.the FUA. 

The regulatory burdcn of FUA is oonsiderable and has created 
significant difficulties in the development of an acceptable 
compliance strategy. This probleili is earnpounded by. riuA 
regulations that are published in a random fashion in 
"interim" form. We found it necessary to hire Stone and 
Webster Management Co,nsultants, Inc., to collect the current 
regulations and develop a strategy for us prior to. a 
regulatory deadline for one particular compliance option. 
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Our compliance strategy has been based on "interimw FUA 
reguations. If the "interim" regulations are changed, these 
revisions could easily affect our selected strategy at this 
time. Given the deadline of the system compliance option 
(SCO) strategy, we find this problem of particular concern. 

The FUA discretionary fuel prohibitions add to the 
uncertainty in developing an acceptable compliance strategy. 
The discretionary fuel prohibitions may negate our long-term 
planning effort because future decisions by DOE in this area 
can affect our system fuel mix. Such changes could cause 
powerplant conversions or early retirements of TMPA member 
city units. Both results may increase the cost of 
electricity to our customers in the future. 

The currint SCO exemption regulations cannot cope with a 
power pool operation. As a member in TMPA, we know that 
pooled resources create economies for our customers. The 
current SCO regulations do not allow the pooling' of gas 
allowances within an organized power pool for' the benefit of 
the pool memb.ers. 

The member cities of TMPA have 24 existing steam and gas 
turbine generating units. We anticipate the need for some of 
these units through 1999. The units required in this period 
can be gas or oil fired. If the regulations on gas are 
imposed as we understand them, we see no acceptable 
alternative but to burn expensive oil in these units. 

Respectfully, 

R. ,E. Nelson . . 
Director of Utilities 
City of Denton Texas 

REN/gcr 
cc: file 
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DIVISION OF ELECTRICITY 
90 W. BROAD STREET 

COLUMBUS. OHIO 43215 

June 23, 1980 
- .  

Department o f  Ener y 
Wast~ington, D.C. 80461 

Attention: Mr. Alan W .  Starr I 

RE: Department o f  Energy, Fuel Use Act 

. I  . . . Dear, M r .  Starr : .  

This i s  i n  response t o  your  l e t t e r  o f  May 22, 1980. The 
C i t y  o f  Columbus, D i v i s i o n  o f  E l e c t r i c i t y ,  i s  proceeding w i t h  
cons t ruc t i on  o f  a Refuse F i r e d  90 Megawatt Power Generating 
Sta t ion .  Since we do n o t  use na tu ra l  gas o r  f u e l  o i l ,  we are 
e f f e c t e d  very  l i t t l e  w i t h  t he  Fuel Use Act. 

, 
Should you have a concern o the r  than t h i s  po in t ,  p lcase 

l e t  us know. 

Very. truly 

. . . . ,  . : ' - .  Henry ~ . ' ~ e l l . , : p . E . . - .  ' , . .  
.. . . HAB:iy .Superintendent.' . ' .. ' .  

. . ( (  . , .. d 



P. 0. SOX 'N COLUMBIA, MO. 65201 

June 17, 1980 

Mr.. Alan W. S t a r r  
Chief ,  Source Technology and Economics. Branch 
Divison of Power Supply and R e l i a b i l i t y  
Economic Regulatory Administrat ion 
Department of Energy 
Washington, D. C.  20461 

u Re: Prublelus w i th  t h e  Fuel Use Act 

Dear M r .  S t a r r :  

Your l e t t e r  regard ing  comments on t h e  problems i n  complying w i t h  t h e  Fuel  Use Act w a s  
ev iden t ly  delayed i n  a r r i v i n g  here .  Al though ' the  dead l ine  f o r  comments has  passed, I 
thought I would w r i t e  you anyway i n  t h e  hope t h a t  my comments might s t i l l  be h e l p f u l .  

The s i t u a t i o n  h e r e  i n  Columbia is. probably no t  unique. ' Our newest and most modern . 
u n i t  i s  a  1969 v in t age  g a s l o i l - f i r e d  steam u n i t .  W e  a l s o  have a 10 MW g a s l o i l - f i r e d  
combustion gas t u r b i n e  al though t h i s  u n i t  is s t r i c t l y  a peaking p l a n t .  The reason 
t h a t  a  g a s l o i l  u n i t  w a s  chosen-was t h a t  t h e  Federa l  p o l i c i e s  back i n  t h e  l a t e  60's 
encouraged t h a t  type  of i n s t a l l a t i o n  i f  f o r  no o t h e r  reason than  p o l l u t i o n  con t ro l .  
The u n i t  was added t o  an e x i s t i n g  steam p l a n t . i n  an  urban a r e a  and t h e  c o s t s  of po l lu-  
t i o n  c o n t r o l  equipment combined w i t h  t h e  c o s t  d i f f e r e n t i a l  f o r  f u e l  made a  g a s / o i l  
u n i t  t h e  only  way t o  go. .The u n i t  is  a  t r u e  c e n t r a l  s t a t i o n  type  steam u n i t  s o  i t  
cannot be cycled l i k e  a peak ing .un i t .  The u n i t  was never  designed f o r  c o a l ,  t h e r e f o r e  
thevolume of t h e  combustion chamber i s  too  smaJl t o . a l l o w  t h e  u n i t  t o  achieve  f u l l  
load  wi th  c o a l  a s  a f u e l ,  even i f  i t  i s  pulver ized .  There are no g r a t e s  i n  t h e  u n i t  
and no p rov i s ions  f o r  ash  handl ing.  .Thus,. t h e  u n i t  p r a c t i c a l l y , n e e d s  a  new b o i l e r  
t o  handle c o a l  a s  a  f u e l .  S ince  t h e  u n i t  was designed f o r  g a s / o i l ,  a  s e p a r a t e  s h o r t  
s t a c k  was b u i l t  and no p o l l u t i o n  c o n t r o l  equipment i s  i n  p lace .  Thus, we would a l s o  
need a  new s t a c k ,  and p r e c i p i t a t o r s ,  and scrubbers .  

The f u e l  c o s t s  f o r  t h i s  u n i t  on gas a r e  i n  t h e  range of .3.5~/kWh. I f  run  on f u e l  o i l ,  
t h e  c o s t  i s  i.n t h e  range of 8.5~1kWh. The f u e l  c o s t s  a r e  such., compared t o  ou r  c o a l  
u n i t s ,  t h a t  we run  i t  mainly i n  t h e  peak load  summer months. W e  c an ' t  a f f o r d  t o  run 
i t  a t  a l l  on o i l  without  p u t t i n g  an extreme pena l ty  on ou r  customers. Because we have 
over  h a l f  of ou r  system load  i n  capac i ty  of o u r  own, w e  a r e  a b l e  t o  purchase t h e  bal-  
ance of our  requirements  a t  a  very  reasonable  p r i c e  from ano the r  u t i l i t y .  I f  ou r  
35 mW u n i t  cannot be 0perated;the whole b a l a n c e . w i l 1  be, changed and ou r  s u p p l i e r  w i l l  
charge us  under an  e n t i r e l y  d i f f e r e n t  scheme t h a t  w i l l  almost double our  demand c o s t s  
and make i t  exceedingly d i f f i c u l t  f o r  us  t o  be competi t ive.  We c u r r e n t l y  have a ' f i v e -  
year  exemption under t h e  Fuel  U s e  Act and, q u i t e  f r ank ly ,  we d i d n ' t  know what we were 
going t o  do i t  you d i d n ' t  g ive  i t  t o  us.  

A BICENTENNIAL COMMUNITY 
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IJhat are our alternatives? AS I see it, they are as follows: 
I 

, 1. - Shut-down the.unit and abandon it.. This ,wi.l.l mean shutting down a modern 
unit. It will reduce system capacity in this area. It will alter existing. 
relationships with our existing supplier and put a large economic burden on, , 
our customers. And it will mean that we will have to continue to make payments 
on revenue bonds for a unit we can no longer use. If exemptions were granted 
to burn gas until 1989, the impact might not be quite as serious, but it would 
still have an adverse impact. 

2. Convert to coal. As you can see from a description of our situation, a 
coal conversion is almost out of the question. The coal conversion costs 
(including a new boiler, stack, coal handling, ash handling, and pollution 
rnntrnl devices) in today's dollars will probably far exceed the original 
installation cost of the unit. It will greatly increase the cvst 13f bur . 
power and not increase our capacity. The only -funds that are available to ,, 
a small municipal utility are revenue bonds that must be voted on and ap- I 

proved by the citizens in a referendum. Nor only will iL Le difficult to 
explain to the public why we have to do the projecl, but the magnitude of , 

the expenditure will have a very detrimental effect on our bond coverage 
for any other projects. The only way that we can see that it will be pos-*. 
sible to do a conversion would be if the Federal government would find it 
to be in the public interest to make grants to small utilities to assist 
in the conversions. 

< ,  

3. B u m  fuel oil. This option will p1ace.a very.heavy economic burden on .-- ; 
our citizens and will only serve to increase the imports of fuel oil that 
we are already attempting to reduce. Due to our exemption, it has been 
well over a year since we burned any fuel oil at all and we were hoping j 

that we were making a posiLive contribution to rcducing our relinnre nn, the 
Middle East. 

4. Burn gas as a fuel. This seems to us to be rhe uuly really lagieal . 
solution. It is difficult to believe that small units such as ours are 
going to jeopardize the whole natural gas fuel supply situation in our . t 

country. The ever-increasing costs of natural gas are going to naturally 
reduce the consumption of gas as a tuel due to economlc clwlces. We, f o r  
example, are already using our unit on a seasonal basis rather than year 
around. Another opportunity we hope to take advantage of is in joint pool- 
ing. Our State has passed enabling legislation that will allow us to form 
a municipal agency that can sell bonds and build large coal-fired units 
for a group of municipals to share in. As these units come on the line, 
our gasloil-fired unit can go into the system reserve which means it will 
be very valuable but will be run very little. We will still need a reli- 
able fuel supply, however. We think it makes sense to continue to allow 
these units to be run on natural gas, both for economical reasons, and in 
order to hold down oil imports. And until such time as we can get a unit 
built, and that can take ten years due to Federal environmental require- 
ments, we need the unit to meet our summer loads. 
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This letter has been very lengthy but I hope that by describing our situation here in 
Columbia that you can get a feel for some of the problems that those of us who are out 
here in the world trying to.keep thee'lights on are faced with. What 'this all boils 
down to 2s that I believe that the proper policy for the Federal Government to adopt 
would be : 

1. Allow small municipal units such as ours to continue, to burn natural gas 
(including peaking plants), and 

2. For the Federal Government to encourage in every way possible the forma- 
tion of joint municipal agencies with access to the transmissiorl grids so as 
to allow the small municipal units to be used as peakers and system reserve, 
and to be phased.out in an orderly and economic manner. 

I believe this policy would help municipals to deal with the problems without going 
bankrupt, would make a significant step in holding down oil imports, and would not 
endanger the supply of natural gas. In a similar manner, I would also encourage the 
passing of a synfuels bill, and a strong government grant program to encourage the de- 
velopment of hydro generat'on at existing dams. 4 

6ichard E. Y on, P. E. Director, Wa er and Light Department 
Chairman, Missouri Joint Municipal Electric Utility Commission 

CC: Senator Eagleton 
Senator Danforth 
Alex Radin, APPA 
Executive Committee, MJMEUC 
Columbia City Manager . 



Einar Greve 
Executive Vice President, 

220 West Sixth Street 
P. 0. BOY 711 

Tucson, Arizona 85702 

May 10, 1980 

Smal l  Utilities Study 
Office of Utility Systems 
Department af Energy, Room 4002 
2000 M Street ,  N. W. 
Washington, D. C, 20461 

This le t te r  is i n  response to  the notice, published in the Fede ra l  
Regis te r  on April  17, 1980 (45 FR 78) wherein the Economic Regulatory 
Administration requested comments on the problems of cuznpliance with 
the Powe rplant and Industrial  Fuel  Use Act of 1978 ("FUA1') experienced 
by e l ec t r i c  utilities with a total sys t em generating capacity of l e s s  than . 

2,000 MW. As Tucson Elec t r ic  Puwer Company (I1TEFI1) falls within 
this classification, we therefore submit the following comments for  your 
consideration. 

T E P  i s  present ly participating iii and develupirlg rernote coal...fired 
powerplants which a r e  base loaded units. The geographic location of 
these plants averages approximately 400 mi le s  f r o m  our local load a r e a .  
Our local  generation consis ts  of much sma l l e r  capacity oil- and /o r  gas- .  
f i r ed  steam units, utilized fo r  a r e a  protection and load regulation, 'and ,.. . . .  

small cqrnbustion turbines, utilized fo r  peaking service.  

'The problems we foresee  in 'converting dur existing local  s t e a m  
units to coal include the following: 

(1) . Excessive costs .  . . 

(2)  The conversion of the existing boi lers  for  coal , i 

use m a y  resu l t  i n  up to a 50 percent  lo s s  of 1 1  I 
capacity. 

I 
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( 3 )  In l ieu of converting the present  boilers,  which 
would resu l t  in a lo s s  of capacity, new boi lers  
could be built for the full replacement of the 
capacity of the present  boilers.  However, the 
geographic location of our  Irvington power plant 
l i e s  underneath one of the glide paths of Tucson 
International Airport .  The height requirements  
fo r  new boi lers  would be in excess  of the height , 

restr ic t ions imposed on the plant due to i t s  
proximity to the a i rpo r t  facil i t ies.  

(4) The los s  of the generating capacity of each unit 
during the conversion period, which is est imated 
to be approximately a year  p e r  unit. 

(5) Environmental problems, a s  these units a r e  
located in populated a r e a s  in and around the 
City of Tucson. 

We have investigated the possibility of using unusual a l te rna te  fuels 
i n  these units, such a s  coa l  gasification, but have ruled them out due to 
excessive costs  and environmental considerations.  

ERA has recently granted temporary  public in t e res t  exemptions 
f o r  our  loca l  generation unitf. These  exemptions were  granted f o r  a 
period of five yea r s  f o r  the combustion turbine units and eighteen months 
for  the s t e a m  units. .In January of 1980, when our 'applications for  our  
s t eam units were  s t i l l  pending, the ERA ~ u b l i s h e d  a notice in the Federa l  
Register  wherein they proposed to deny temporary  public in t e res t  
exemptions to units which burn high sulfur  oil (in excess  of 0. 5%). As 
we a r e  one of the utilities which does use%igh sulfur oil, we were  p a r -  
t icularly concerned. Ultimately, the ERA did not adopt this policy, and 
we were  granted exemptions fo r  the s t eam units, but the possibility of 
denial left u s  in limbo for  seve ra l  weeks. Even af ter  the exemptions 
were  granted, they a r e  only applicable for  eighteen months and i t  i s  
now unknown whether any extensions will be granted. If extensions a r e  
not granted, we will be forced to burn higher cost oil and will not be 
able to utilize natural  gas  ,supplies which we foresee  will s t i l l  be available 
over El  P a s o  Natural Gas Company's sys tem,  , . *  
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F o r  a l l  the above reasons,  we would suggest that Congress and 
the E R A  consider  the following suggestions: 

(1 ) Grant permanent exemptions f r o m  the prohibitions 
of the F U A  fo r  e lec t r ic  utilities with a total  sys t em 
generating capacity of l e s s  than 2, 000 MW. 

( 2 )  In the alternative,  grant  permanent  exemptions 
f r o m  the prohibitions of the FUA for  

(a) s t e a m  units which qualify as 
intermediate powe rplants, and 

(b) combus tion turbines which qualify 
a s  peaking powerplants. 

Thank you for your consideration of these comments. 

LyL 

Einar  reve 
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ISHAM, LI'NCOLN & BEALE 
COUNSELORS AT LAW 

1120 CONNECTICUT AVENUE. N. W. 
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May 20, 1980 

BY MESSENGER 

CHICAGO OFFICE 
ONE FIRST NATIONAL PLAZA 
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TELEPHONE 3 1 2 - 5 5 8 - 7 5 0 0  
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Small Utilities Study 
Office of Utility Systems 
Department of Energy 
Room 4002 
.2000 M Stxeet., N.W. 
Washington, D.C. 20036, 

. I  . 

ATTENTION: Mr.f~lan W. Starr 

Re: Request for Comments on Report to 
Congress on the Study of Compliance 
Problems of Small Electric Utility 
Systems with the Powerplant and In- 
dustrial Fuel Use Act of '19'78 

Dear Mr. Starr: 

Enclosed for your consideration are requests 
fof  extension of time within which to file comments' in con- 
nection with the above matter, submitted on behalf of West 
Texas Utilities Company, the Committee on Power for the 
Southwest and Western Farmers Electric Cooperative. 

David M Stahl 

DMS/lhm 
Attachments 

cc : Jay M. Galt, Esq. 



UNITED STATES OF AMERICA 
DEPARTMENT OF ENERGY n 

ECONOMIC REGULATORY ADMINISTRATION 
. . 

Report to Congress on the 
Study of Compliance Problems . 
of Small .Eiectric.Utility Systems ' ' .  

with the Powerplant and Industrial 
Fuel Use' Act of 1978 

Tile Cu~ru~littee on Power for the Southwest (the ' 

"Committee") and Western Farmers Electric Cooperative ("western 

Farmers") respectfully request that the time within which 

comments must be filed in connection with the above Report 

be 'extended to June 6, 1980. 

Western Farmers is an electric generation and trans- 

mission cooperative located in Anadarko, Oklahoma providing 

wholesale electric power and energy to 19 rural electric dis- 

tribution cooperatives (which in turn serve more than 130,000 

ultimate consumers) and 6 municipally-owned electric systems. 

The Committee is an Oklahoma non-profit corporation organized 

to assist <its 175 rural electric cooperative members and 

65. munic.ipally-owned electric. system members, which are located 

or doing business in the States of Missouri, Oklahoma, Texas, 

Arkansas, Louisiana and Kansas, in obtaining electric power and 
. , .: . . -  . .., 

I 

energy for the needs of their member-consumers. .Both Western . . I t . . . .  

and the members of the Committee are electric utility systems 
I I , . 

with total system generating capacity of less than 2,000 

megawatts and would be included in the Report and therefore 



intend to f'ile comments. 

, S '  

The current deadline for filing comments, ,May 23, 

'1980, imposes a substantial hardship on Western Farmers 

and.the Committee. Neither Western Farmers nor the Committee 

will be able to completely coordinate all the views of their 

respective members into form for filing by that date. Since 

both Western Farmers and the Committee believe that a coordinated 

set of comments will be the most effective way to fully 

inform thc Eccretsry of their  view^, they respectfully 

request that they be given until June 6, 1980 to file their 

comments. 

Respectfully submitted, 

LOONEY, NICHOLS, JOHNSON & HAYES 

Attorney for 

Western Farmers Electric Cooperative 
and 

Committee on Power for the Southwest 

Looney, Nichols Johnson & Hayes 
219 couch Drive 
Oklahoma City, Oklahoma 73102 

~ated:. ~a~ 20, 1980. 



UNITED STATES OF AMERICA 

DEPARTMENT OF ENERGY 

ECONOMIC REGULATORY ADMINISTRATION 

Report to Congress on the 
Study of Compliance Problems 
of Small Electric Utility Systems 
with the Powerplant and Industrial 
Fuel Use Act of 1978 

REQUEST OF WEST TEXAS UTILITIES CO. 
FOR ADDITIONAL TIME WITHIN WHICH 

TO FILE COhIMENTS 
. . 

West Texas Utilities Company ("WTU") respectfully . 

requests that it be granted an additional 14 days within - 
which to file its comments in response to the Economic 

Regulatory Administration's ("ERA") Notice of Public 

Meeting and Request for Comments in connection with the 

above-designated Report. 

On April 17, 1980, by notice in the Federal Register, 

the ERA requested that any person caring to comment on the 
. . 

proposed Report should file comments on or before May 23, 

1980. WTU is an electric utility providing service to 

wholesale and retail customers in north, central and west 

Texas. At December 31, 1979 WTU had installed generating 

capability of 1054 megawatts and a 1979 peak load of 819 

megawatts. WTU is, therrfbre, a small electric utility 

system within the meaning of Section 744(a) of the Fuel 

Use Act and would be covered by the proposed Report and 

consequently intends to file comments addressed thereto. 



WTU began preparing its comments shortly after April 17, 

1980. However, on May 15, 1980 the ERA held its only public 

hearing on the proposed Report, in Dallas, Texas. Repre- 

sentatives of WTU attended this hearing. As a result of 

matters discussed at this hearing WTU desires to reconsider 

certain of the comments it originally proposed to file. 

Because of the short time between the public hearing and 

the date on which comments are due to be filed WTU is unable 

fully to reevaluate and refine its original comments and 

make necessary revisions without a brief extension of time. 

WTU believes that such an,extension will permit it to file 

more complete and precise'comments with the Department of 

Energy and thereby permit the Department to forward to 

Congress a Report based. on 'a ,more complete record, and 

therefore is in the public interest. 
4 .  

WHEREFORE, WTU respectgully requests that it be granted 

until June 6, 1980 to file its comments in response to the 
. 

April 17, 1980 Notice of Public Meeting and Request for 

Comments in connection with the Report designated above. 

Respectfully submitted, 

ISHAM, LINCOLN & BEALE 

. Attorney for 
West Texas Utilities Co. 

Isham, Lincoln & Beale 
1120 Connecticut Ave., N.W. 
Suite 325 
Washington, D.C. 20036 
Tel. : (202) 833-9730 

DATE: May 20, 1980 
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WEST TEXAS UTILITIES COMPANY 

COMMENTS ON 
. . 

i . . "STUDY OF COMPLIANCE PROBLEMS OF SMALL ELECTRIC 
-. . UTILITY SYSTEMS WITH THE POWERPLANT AND 

INDUSTRIAL,FUEL USE ACT OF 1978" 
8 .  . . 

WTU1s service.area . i s . l oca ted  . i n  a sparsely populated area of West Texas, t 

s t re tching from the Red River to  the RSo Grande. WTU provides dependable 

e l e c t r i c  service to  approximately 1'50,000 customers in a 53,000 square . 

mile t e r r i to ry  covering the heart  of Central West Texas. The service area 

includes '167 comrnuni t i e s ,  farms, ranches, and 18 Rural Electric Co-ops . 

located i n  53 Texas counties. 

Available water supplies a re  very limited i n  WTU's service area,  which 

coul d possibly support e l  e c t r l c  generation from a1 ternate  fuel sources, .. 
C 

such as  coal. 

WTU's  system was spec i f ica l ly  designed around serving the needs o f  i t s  

customers from a pientifut supply of natural1 gas which was and s t i l l  i s  the 

most reasonably .priced fuel in our service area. Abundance of t h i s  -fuel 

i n  our service area makes i t  in the public in t e res t  as well as the in t e res t  

of our ratepayers fo r  continued use of natural gas beyond 1990. W T U ' S  

gas-fired plants a re  re la t ive ly  small and remotely located to  provide 

be t te r  r e l i a b i l i t y  of service through area securi ty  while making the 
8 

best possible use o f  available water resources and providing units be t te r  

suited t o  peaking service as needed. 
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WTU CO. 

4 )  I t  would not be in the best i n t e re s t  of the public or  our ratepayers . 

t o  abandon our gas-fired equipment & ins ta l  1 expensive coal f i red  gen- 

erat ing equipment f o r  replacement. We must extend the useful l i f e  of 

t h i s  exis t ing equipment b y  seeking exemptions as  pointed ,out  i n  Item 

(5) below. None of our gas-fired. boi lers  can be converted to  burn 

coal. : A new coal-fired boi le r  and necessary auxil i a r i e s  would be re- ' ,  

. 

quired a t  each plant s i t e .  

5)  Temporary o r  permanent exemptions for. continued use of natural g a s  i n  

our exis t ing boilers 'will be necessary. 
' 

, . 

6 )  Based 'on current projections'and load forecasts ,  WTU will s t i l l  re- 

quire an estimated 54% of i t s  fuel requirements come from natural gas 

i n  1990. Thi s i  s  true; even though we plan to convert 'our system t o  

coal -fired generation as rapidly as i s  economically feas ib le  by s t a r t -  
, .. 

ing u p  a jointly-owned coal -fired generating uni t ,  in 1987,' followed ' 

' 

by additionel coal Bnd l ign i te - f i red  uni ts  as needed t o  meet ou rcus -  . ' 

' 

. .  " .  
. . 

tomer needs. 
" .  

. . 

.. . - .  

,: . . 
. . . a ' 

. . . , . .. . . . ., c 

, , 
6 . '  , .  . '  1 *  . . .  . . 

. ' , .  , 

. . .  . . . 
# : / ' . 

2 I , . . . . : . . .  



CENT:RAL HUDS0.N GAS a ELECTRIC CORPORATION . 
I 

POUGHKEEPSIE, N.Y. 12602 

CHARLES E. RIDER 
SCNIOR VICE PReSlOKNT 

CORPORATE PLANNINO 

June 2, 1980 

Mr. Alan W. Starr 
Chief, Source Technology and Economics Branch 
Division of Power Supply and Re1 iabi 1 i ty 
Economic Regulatory Administration 
Department of Energy 
2000 M Street, N.W. 
Washington, D.C. 20461 

Dear Mr. Starr: 

This replies to your letter of May 22, 1980 to Mr. H. Clifton Wilson, 
President of Central Hudson. 

We agree that the report being developed by your staff on the problems 
small utilities ar.e facing in complying with the Powerplant and Industrial Fuel 
Use Act of 1978 is of great importance. Accordingly, on May 20, we mailed to 
you an el even-page memorandum describing the problems Central Hudson faces in 
this regard and outlining steps which should be taken to overcome them. 

Since our May 20th mailing to you may have gone astray, I am enclosing 
another copy for your use. Please note the correction of a typographical omis- 
sion on Page 9. If the copy mailed earlier reaches your office, I would appre- 
ciate your help in assuring that that copy is also corrected. 

Very truly. yours, 
.L 

xc: Mr. H. C. Wilson (w/o enc.) 
D. W. Grant, Esq. (w/o enc. ) 



CENTRAL HUDSON GAS & ELECTRIC CORPORATION , 

POUGHKEEPSIE, N.Y. 1 2 6 0 2  .- 

CHARLES E. R IDER 
SENIOR v t c e  PRESIDENT 

CORPORATE PLANNING 

May 20, 1980 

Small U t i l i t y  Study 
O f f i c e  o f  U t i l i t y  Systems 
Department o f  Energy 
Room 4002 
2000 M St reet ,  N.W. 
Washington, D. C. 20461 

Re: Report t o  Congress on the  Study o f  Compliance Problems 
: o f  Small E l e c t r i c  U t i l i t y  Systems w i t h  the  Powerplant . 

and I n d u s t r i a l  Fuel Use A c t  o f  1978 . , 

Dear S i r s :  

A. I n t r o d u c t i o n  
- <  

I n  connection w i t h  your request f o r  comments publ ished a t  45 

Federal Register  26117 ( A p r i l  17, 1980) on the  problems small u t i l i t i e s  face 

w i t h  the  Powerplant and I n d u s t r i a l  Fuel Use Act o f  1978 ,("PIFUAfl) , we would 

l i k e  t o  share w i t h  you the  problems which Central  Hudson Gas & E l e c t r i c  

Corporat ion ("Centra l  Hudson") faces regarding the .  oppor tun i t i es  avai l a b l e  t o  

reduce i t s  dependence on o i l  and gas f o r  e l e c t r i c  generat ion. 

Central  Hudson i s  a combination u t i l i t y  company which fu rn ishes r e t a i  1 

e l e c t r i c  serv ice  t o  approximately 210,000 customers i n  the  mid-Hudson reg ion of 

New York State. Central  Hudson's t o t a l  i n s t a l l e d  e l e c t r i c  generat ing capac i ty  

i s  approximately 930 Mw. o f  which approximately 45 Mw. a re  hydro and 885 Mw. a re  

f i r e d  by .petroleum products o r  na tu ra l  gas. 

There a re  two ways i n  which Central  Hudson can reduce i t s  dependence 

on f o r e i g n  o i l :  ( i )  t o  f o s t e r  conservat ion and , ( i i )  t o  develop a l t e r n a t i v e  

sources o f  energy. As a mat ter  o f  p u b l i c  p o l i c y ,  Centra l  Hudson i s  pursuing a 
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vigorous campaign t o  educate and a s s i s t  customers i n  conserving energy including 

the performance of energy aud i t s  f o r  customers and the  provision of financing ' *  

f o r  energy conservation equipment on customer premises. - I 

The development of a1 t e rna t ive  sources of energy t o  o i l  and gas, such 

a s  coal conversions and nuclear p lants ,  a r e  beset w i t h  substant ia l  problems . 

which can be characterized a s  fa1 1 ing i n to  two broad categories:  ( i  ) regulatory,  

and ( i i )  f inanc ia l .  To a g rea t  extent  the  second problem i s  subs tan t ia l ly  , .  

influenced by, and has resu l ted  from, the  f i r s t  problem. However, both proble'ms 

must be d e a l t  w i t h  i f  we r e a l i s t i c a l l y  expect small u t i l i t i e s  l i k e  Central Hudson 

t o  be able  t o  finance a l t e rna t i ve  .sources of generation such a s  coal conversion: 

Since the  primary thrust of PIFUA is  t o  encourage u t i l i t i e s  t o  s h i f t  

from gas and petroleum t o  coal ,  these comments'will deal mainly w i t h  the prob- 

lems Central Hudson faces when considering coal conversions. 

.. a , , t: 

B. Coal Conversion of Danskammer Units 3 and 4 
I 

One of Central Hudson's major generating s t a t i ons  i s  the  Danskammer 

Plant  which cons i s t s  of four units i n s t a l l ed  during the  period 1953-1967. These . . , . . 
u n i t s  were o r ig ina l l y  constructed t o  burn  coal but were converted t o  o i l  during 

' .  1 

the  period 1970-1971 due t o  the  super ior  economics of o i l  a t  the  time and i n  
. A  . 

an t ic ipa t ion  of ' the  establishment of more s t r ingen t  environmental requirements. 
, b  . . . .. . . 

In 1975 t he  Federal Energy Administration issued a prohibit ion order f o r  
' ' .I 
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Danskammer U n i t s  3 and 4 under the  Energy Supply and Environmental ~ o o r d i , n a t i o n  

Act of 1974. A t  t he  t ime t h e  p r o h i b i t i o n  order  was issued, Central  .Hudson- :''."' 

opposed t h e  conversion o f  Danskammer U n i t s  3 and 4 t o  coal  , because i t '  was n o t  '.: 

I apparent t h a t  t h e  economics j u s t i f i e d  such a conversion. Since t h a t  time, 

however, t he  d r a s t i c  increase i n  the  p r i c e  o f  o i l  h a s . a l t e r e d  t h e  r e l a t i v e  .- . ': 

economics so t h a t  i t  i s  now apparent t h a t  conversion t o  coal would r e s u l t  i n  a 

subs tan t ia l  decrease i n  t h e  cos t  o f  power generated by Danskammer U n i t s  3 and '4. 

The Company, there fore ,  would now favo r  the  conversion o f  these u n i t s  iLf.a..way' 

I coul d be found' t o  f inance the  conversion. Unfor tunate ly ,  f o r  reasons .which :are 

expla ined i n  some d e t a i l  i n  , t h e  f o l  lowing pages, t h e  Company's c u r r e n t  f i n a n c i a l  

cond i t i on  i s  such t h a t  i t  would have ser ious d i f f i c u l t y  i n  .ob ta in ing  t h e  c a p i t a l  

funds necessary t o  f inance the  conversion. . '. 

I f  Danskammer U n i t s  3 and 4 were t o  be converted and could burn coal  

w i thout  t h e  i n s t a l l a t i o n  o f  f l u e  gas d e s u l f u r i z a t i o n  ("FGD") t h e  cost ,  as cur -  

r e n t l y  estimated, would be approximately $80 m i l l i o n .  I f  FGD were requ i red  f o r  

t he  burn ing  o f  coal t h e  est imated cos t  would increase t o  about $140 m i l l i o n .  
, . . . 

The Company i s  a l ready committed t o  a f i ve -year  cons t r " c t i on  program which w i l l  

r e q u i r e  i t  t o  r a i s e  i n  excess o f  $184 m i l l i o n  over  t h e  next  f i v e  years. ('1 Th is  

program, by i t s e l f ,  would r e s u l t  i n  a 46 percent  increase i n  t h e  Company's, . t o t a l  . 
, r .  

: c a p i t a l i z a t i o n  by 1984. Adding t o  t h i s  cons t ruc t i on  program the  coal  conversion 
. >  ' $  
: 1. .. 

of Danskammer U n i t s  3 and 4 would e n t a i l  a  67 percent  increase i n  t o t a l  

(1) The p r i n c i p a l  expendi ture under t h i s  f i ve -year  cons t ruc t i on  program i s  
Central  Hudson's 9% p a r t i c i p a t i o n  i n  t h e  cons t ruc t i on  o f  t he  Nine M i l e  
Po in t  Nuclear U n i t  2 i n  Upstate New York which upon complet ion would 
a s s i s t  t h e  Company i n  reducing i t s  use o f  imported o i l .  
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cap i t a l i z a t i on  without FGD o r  an 81 percent. increase i f  FGD should be required. 

The f o l l  owing' account of t he  d i f f i c u l t i e s  which Central Hudson i s  encountering 

i n  financing only the  construction program,. t o  which i t  i s  already committed, 

makes i t  c l ea r  t h a t  an attempt t o  add t o  t h a t  program the  cos t  of coal conver- 

sion would ser iously  compromise the Company's a b i l i t y  t o  market i t s  s ecu r i t i e s .  

C. Central Hudson's R e c e ~ t  Financia 1 Prnhl ~m,c 

In February of t h i s  year Central Hudson had planned t o  issue 850,000 

shares of i t s  common stock. Shortly p r io r  t o  the  proposed s a l e  of the stock,  

Central Hudson was advised by i t s  underwriters t h a t  i t  would not be possible t o  

s e l l  850,000 shares and the  offer ing was reduced t o  500,000 shares. Despite 

t h i s  reduction the  shares sold a t  a market pr ice  subs tan t ia l ly  below book value 

which was the fourth time i n  the  l a s t  s i x  years t h a t  Central Hudson had been 

required t o  issue shares a t  l e s s  than book value. 

To fu r the r  finance i t s  construction program, Central Hudson issued 

$25 mill ion of 12 3/8% F i r s t  Mortgage Bonds on May 23 ,  1980. Because o f  Central 

Hudson's f inancia l  condit ion,  the  principal  bond ra t ing  agencies have warned the  

Company tha t  unless the  Company's f inancia l  condition can be improved they will  

be unable t o  r e t a in  the  current  A/A- ra t ing  f o r  i t s  debt s e c u r i t i e s  and will  be 

obliged t o  downrate them f o r  fu tu re  issues .  Should t h i s  occur i t  wil l  become 

subs tan t ia l ly  more d i f f i c u l t  f o r  Central Hudson t o  s e l l  i t s  debt s ecu r i t i e s .  

Central Hudson's depressed f inancia l  condition is  a r e s u l t  of fac to rs  

t h a t  have led t o  a weakening of the e l e c t r i c  u t i l i t y  industry generally i n  our 

country. These fac tors  include: ( i  ) the  special  vu lnerab i l i ty  of u t i l i t i e s  t o  

i n f l a t i on  and high i n t e r e s t  r a t e s ,  (i i ) local  regulatory ratemaking pol ic ies  
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which favor short-term advantage t o  the  ratepayers over the  long-range public 

, . . i n t e r e s t ,  and ( i i i  ) increased uncertainty regarding regulatory po l ic ies  on 

a1 te rna t ive  fue l s  such as. nuclear and coal .  

In order t o  understand how these  f ac to r s  have affected Central Hudson, 

i t  i s  necessary t o  look b r i e f l y  a t  t he  his tory  of the  l a s t  f i f t e e n  years.  In 

the  l a t e  19601s, a s  i n f l a t i on  began t o  be a s i gn i f i c an t  problem, Central Hudson, 

whose f inancia l  condition had been excel l e n t  i n  t he  ea r ly  and mid-19601s, began 
, ' 

t o  experience de te r io ra t ing  f inancia l  r e su l t s .  This de te r io ra t ion  coincided 

w i t h  the embarking by.Centra1 Hudson on a substant ia l  construction pro jec t ,  the  

Roseton Elec t r i c  Generating Sta t ion i n  which Central Hudson i n i t i a l l y  had a 20% 

in t e r e s t .  By l a t e  1969, i t  became apparent t h a t  Central Hudson would be required 

t o  request a general r a t e  increase,  a course of action i t  had not had t o  take 

s ince  1959. However, because of the  time period necessary f o r  regulatory con- 

s iderat ion of r a t e  increases,  i t  was not un t i l  e a r l y  1971 t h a t  the  New York S t a t e  

Pub1 i c  Service Commission granted Central Hudson permission t o  increase i t s  ra tes .  

However, notwithstanding t h a t  r a t e  increase and subsequent r a t e  increases approved 

by the  New York Commission i n  1974, 1977 and 1979, Central Hudson has not been 

able  t o  earn even the  minimal r a t e s  of re turn  authorized by the  Commission i n  any 

year s ince  1969, w i t h  the  s ing le  exception of 1972. As a r e s u l t  the  market p r ice  

of Central Hudson's stock has f a l l e n  subs t an t i a l l y  below book value. 
. .  ., 

During the  19701s, i n f l a t i on  combined w i t h  regulatory l ag ,  economic 

recession and unpredictable customer consumption pat terns  have prevented Central 

Hudson from achieving f inancia l  r e su l t s  s a t i s f ac to ry  t o  investors .  Investors.' 

perception of Central Hudson as  an investment opportunity has a1 so been affected 
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by problems which have a f f l i c t e d  o the r  u t i  1 i t i e s  .such as t h e  passing by 

Consol idated Edison Company o f  New York, Inc .  o f  i t s  common stock d iv idend i n  

1974 and t h e  recent  Three M i l e  I s l a n d  i n c i d e n t .  Moreover, t h e  attempts by 

Cent ra l  Hudson t o  o b t a i n  adequate r a t e  r e l i e f  from t h e  New York Commission have 

been hindered by t h e  p o l i c y  o f  t h e  Commission t o  s e t  r a t e s  a t  t he  lowest  j u s t i -  

f i a b l e  level . ,  Th is  p o l i c y  provides f o r  no cushion aga ins t  unforeseen adverse 

occurrences and leads t o  an almost preordained i n a b i l i t y  t o  achieve adequate 

earnings. I n  f a i r n e s s  t o  t h e  New York Commission, t h i s  p o l i c y  r e f l e c t s  i t s  , 

concern over  no t  burdening e l e c t r i c  u t i  1 i t y  customers more than abso lu te l y  

necessary. . This po l  i c y ,  however, may be con t ra ry  t o  the  pub1 i c  i n t e r e s t  i f  i t  

renders u t i  1 i t i e s  unable t o  f inance c a p i t a l  improvements needed t o  d i sp lace  use 

o f  f o r e i g n  o i  1. I 

The adverse consequences of t h e  p o l i c y  of s e t t i n g  r a t e s  a t  t he  lowest 

j u s t i f i a b l e  l e v e l  i s  exacerbated by o t h e r  New York Commission p o l i c i e s ,  which 

adversely a f f e c t  . the a b i  1 i ty o f  Centra l  Hudson t o  f inance const r 'uc t i  on p ro jec ts ,  

among which are mandatory f low-through t o  customers of t a x  benef'i'ts intended by 

t h e  Congress t o  f a c i l i t a t e  investment, r e f u s a l  t o  a l l o w  cons t ruc t i on  work i n  

progress i n  r a t e  base, refusal  t o  a l l o w  accrual  o f  allowance f o r  funds used 

d u r i n g  cons t ruc t i on  n e t  o f  tax,  and o t h e r  p o l i c i e s  which adversely a f f e c t  cash 

f l o w  and hence t h e  .qua1 i ty  o f  u t i  1 i t y  earnings as perceived by inv,estors. 

The r e g u l a t o r y  p o l i c i e s  descr ibed above and the  f a i l u r e  o f  t h e  regu- 

l a t o r y  response t o  t h e  problems o f  i n f l a t i o n  evidenced d u r i n g . t h e  pas t  eleven 

years have r e s u l t e d  i n  an extreme re luc tance 'by i nves to rs  t o  devote t h e i r  money 
. , 

t o  u t i l i t y  investments i n  New York State,  because they  do n o t  be1 i e v e  t h a t  they  

w i l l  earn a f a i r  r e t u r n  on. such investments. 
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,Gi.ven these facts ,  Central Hudson wil'l not be in a pos'ition where i t  

can finance coal conversions and other projects designed t o  reduce dependence on 

foreign o i l ,  such as nuclear plants, unless the following changes are made in 

.regu.l atory pol i ci es : 

(1)' Rates of return should be established by State 
regulatory agencies not with an eye to constrain- 
ing them a t  the lowest justifiable level, b u t  

. . rather a t  a level which would provide a cushion 
against unanticipated adverse occurrences; 

( 2 )  Regulatory policies which adversely affect the ' 

cash flow of .  u t i l i t i e s  should be reconsidered . 
with a view towards providing internal funds and 
real cash earnings to support construction 
programs ; and 

( 3 )  Regulatory pol icies regarding depreciation should 
be revised to reflect the economic reali ty of 
premature techno1 ogical obsolescence and the 

.declin,ing . . value of the do1 lar .  

7 Over time, these regulatory changes would improve a u t i l j  ty'  s abil i ty 
. .. 

. , .  t o  finance coal conversions dnd other projects designed to reduce dependence on 

oil', b u t  that result would probably not be fully realized until ' the consequences 

were reflected in financial results over several years. Accordingly, more imme- 

diate assistance t o  promote coal conversions i s  necessary. 
. . 

In view of the fact  t h a t  a reduction in oil imports would 'benefit the 

entire nation, the most equitable approach would be to provide federal grants 

substantially equal t o  the cost of conversion. I f ,  however, this  proved to be 

impossible, a viable, b u t  less equitable, approach would be to provide interest  
. ~ . . . .  . . .  

: . i  ~ . .  _ . 4 .  
., . 

free federal loans equal to the cost of conversion. 'Such loans would be repiid 

I over'a reasonable period o u t  of the fuel 'cost savings realized a f te r  conversion 
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subje.ct to the limitation that t o  the extent fuel cost savings did no t  aggregate 

the cost of conversion the remaining portion of the loan would be forgiven. 

Failing either of . these alternatives, s ta te  regulatory commissions should be 

. required to allow u t i l i t i e s  to ( i )  add interest on funds borrowed t o  finance 

conversions t o  fuel adjustment charges during the construction period and 

( i i )  u t i l ize  a portion of the fuel cost savings resulting from the switch t o  

coal to  amortize their  investment in conversion over a reasonably short period 

and t o  provide a reasonable return o n  the unamortized portion thereof. After 

-such investment had been amortized,, 100% of fuel cost savings would flow 'to 

customers. 

D. Environmental Constraints 

Another substantial impediment to coal conversion i s  the at t i tude of 

the United States Envi ronmental Protection Agency ("EPA" ) to coal conversion. 

Central Hudson's experiences with the EPA regarding the proposed conver<ion of 

Danskammer Units 3' and 4 leads Central Hudson t o  be1 ieve t h a t  the EPA wi 11 adopt 

unrealistically restr ict ive assumptions and procedures to assure that 'the most 

stringent pollution control technology be applied to units which are converted 

t o  coal. Unless moderated; the EPA's position will increase the cost of coal 

conversions and the diff iculty of financing them. Central Hudson be1 ieves that 

Danskammer Units 3 and 4 could burn eastern coal with a sulfur content of about 

2% and meet a l l  applicable a i r  quality standards without FGD, i f  a stack con- 

forming t o  good engineering practice (2% times faci 1 i ty height) were instal led. 
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Centra l  Hudson has performed a i r  d i spe rs ion  modeling which supports t h i s  p o s i t i o n .  

However,. t h e  EPA has chal lenged c e n t r a l  Hudson's model and proposes a model which 

Centra l  Hudson be1 ieves t o  be u n r e a l i s t i c  t o  t h e  ex ten t  o f  poss ib l y  ove rs ta t i ng  
' 

p red ic ted  p o l l u t i o n  concentrat ions by a f a c t o r  i n  excess o f  2. 

Not o n l y  would FGD reduce t h e  c o s t  o f  coal  conversion, i t  would a l s o  

spare Cen t ra l  Hudson, and t h e  mid-Hudson region,  the  d i f f i c u l t i e s  o f  d isposing 

o f  FGD sludge. Disposing o f  t h e  sludge w i l l  add considerably t o  t h e  cos t  of 

opera t ing  the  u n i t s  a f t e r  conversion. Moreover, g iven the  s t reng th  o f  pub1 i c  

oppos i t ion  t o  t h e  s i t i n g  o f  waste disposal.  f a c i l i t i e s ,  i t  i s  n o t  ev ident  t h a t  

adequate d isposal  areas can be found f o r  t h e  sludge which would be created i f  

FGD were required.  

The EPA's negat ive a t t i , tude t o  coal conversion underscores a substan- 

t i a l  obs tac le  t o  accomplishing such conversions, i .e., l a c k  o f  coo,rdinat ion among 

t h e  admin is t . ra t ive  agencies involved. .  There i s  a tendency, which Centra l  Hudson 

has observed, f o r  each agency t o  main ta in  t h a t  t h e  r e s p o n s i b i l i t y  f o r  making 

conversion poss ib le  res ides  i n  some o the r  agency, and t h a t  i t s  requirements and 

t imetab les  cannot be a l te red .  Under such a circumstance, no acc~rnrnodatio.n i s  

poss ib le  and every th ing  remains a t  a s t a n d s t i l l .  

The problems o f  in ter-agency coord inat ion  a re  heightened where an 

agency, such as t h e  .EPA, takes an extreme and .narrow 'approach t o  coal  conversion 

and does n o t  coisider the  issue i n  a broad perspect ive  w i t h  a view t o  f a c i l i t a t -  

i n g  t h e  program i n  the  na t iona l  i n t e r e s t .  I f  coal  conversions are t o  be expected, 
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Cen.tra1 Hudson believes tha t  the EPA's position must be moderated or  some means 
. . . e 

m u s t  be developed t o  spread the burden of the EPA's policy t o  a l l  who will ben,e- 
' . .  

f i t  from the reduction i n  demand f o r  o i l ,  namely, the nation as  a whole,, ra ther  

than allowing i t  t o  f a l l  exclusively on customers supplied by those .power plants,  

predominantly i n  the Northeast, which are  convertible from o i l  t o  c.oa1. 
. . . I . .  . _ .  

A factor  which contributes t o  the E P A ' s  position is  tha t  cer tain pol - 
lu tan ts ,  most notably sulfur  oxides emitted from power plants i n '  the Midwest and 

metal smelters . 'in . Canada, increase atmospheric SO2 concentrations and contribute 

t o  , ' 'adid.rainU in the Northeast. The EPA fears  tha t  coal conversions in the 
. . 

Northeast would .further aggravate these problems. However, ra ther  than seeking 

t o  l imi t  emissions from the Midwestern sources which are  now allowed to  burn high 

sulfur  coal,  the EPA has ,chosen t o  l imi t  emissions from the converted plants in 

the Northeast t o  the very low levels  emitted when low sulfur  o i l  was burned. 

T h i s  position unduly burdens e f fo r t s  t o  convert t o  coal i ,n  the Northeast. I t  i s  

Central Hudson's position tha t  a more equitable system i s  needed which would 

require a l l  sources contributing t o  the problem t o  adhere to  reasonably consist-  

ent standards. The r e t ro f i t t i ng  of FGD equipment on a power plant whjch converts 

t o  coal can be as  expensive and d i f f i c u l t  as the s imilar  r e t r o f i t  on a power plant 

which currently burns coal. I t  does not appear t o  be equitable fo r  the converting I 
power plants to be required t o  incur the expense of the r e t r o f i t  while plants now I 
burning coal are  spared such expense and, i n  addition, a re  allowed t o  burn higher 

sulfur  coal than Central Hudson would burn. 
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Un t i  1  t h i s  issue i s  confronted .and addressed by spreading t h e  costs 

of burning coal  e q u i t a b l y  over a l l  reg ions  o f  t h e  Uni ted States, coal  conver- 

sions i 'n the  Northeast w i l l  be d i f f i c u l t  t o  accomplish. 

We t r u s t  t h a t  t he  above observat ions are  h e l p f u l  i n  your  study and we 

urge t h a t  ser ious cons idera t ion  be g iven t o  them. 

Very t r u l y  yours, 



W W P  3lik REV. 8-73 

THE WASHINGTON WATER POWER COMPANY .. : s 

a .  

P .O.  8 0 X  3 7 2 7  SPOKANE.  WASHINGTON 9 9 2 2 0  * ( 5 0 9 )  489 .0500  

tl.  W .  H A R D I N G  

V I C E  P R E S I D E N T  

P O W E R  S U P P L Y  

May '23,  1980 

M L .  Huwuid F. hPciry 
Small u t i i i t i e s  Study 
O f f i c e  of U t i l i t y  Systems 
Department o f  Energy 
Room 4002, 2000 M S t ree t , -h .W.  
Washington, D. C. 20461 

Dear M r .  Pe r+y :  

I n  response t o  your r eques t  f o r  comments r e l a t i n g  t o  t h e  Economic Regulatory 
Study of t h e  problems of  compliance wi th  t h e  FUA i s sued  A p r i l  21, 1980, The 
Washington Water Power Company (Company) submits t h e  fol lowing.  

The Company r e s p e c t f u l l y  r eques t s  t hese  comments be  accepted and considered 
al though w e  a r e  unable t o  comply wi th  t h e  May 23 deadline. The M t  . S t .  Helens 
e r r u p t i o n  c rea t ed  a s t a t e  of emergency and c losed  down a l l  bus iness  a c t i v i t y ,  
i nc lud ing  c e s s i a t i o n  of a i r p l a n e  f l i g h t s  and mai l  s e r v i c e  i n  Spokane from 
May 18 th  through 21st .  

Glenn Nogle, Manager J . , 
Resource p lanning  & Contrac ts  



COMPLIANCE PROBLEMS OF SMALL ELECTRI c UTILITY SYSTEMS 
WITH THE POWER PLANT AND INDUSTRIAL FUELS USE ACT 

OF 1978 

INTRODUCTION 
. - 

The Washington Water Power cornpiny is an investor-owned utility founded i.n. 

1889 and is currently engaged in the generation, transmission and distribution. 

' of electric power to 218,000 customers in eastern Washington, northern ~daho, 

I and western Montana. The Company also distributes natural gas to' 74,000 

customers in eastern and central Washington and northern Idaho. Prior to 

1974, the Company's own energy resources were entirely hydroelectric. 

Unfortunately, the continued development or participation in large-scale hydro 

resources by the Company has been virtually eliminated as a result of federal 

legislation and other environmental considerations. The Company has been 

turning increasingly towards coal, nuclear and other sources of generation to 

meet its growing loads. Table I shows the Company's resource mix at the 

present time, and the predicted resource mix for 1990. 

The Company is a member of the Northwest Power Pool and is a party to the 

Pacific Northwest Coordination Agreement. Through this agreement vast 

hydroelectric resources of the Northwest utilities are coordinated to achieve 

oytimwt geaeratioa for the region. Within this region energy resource 

availability is highly dependent' upon weather and streabf low conditions. This 

problem is,,particularly acute for The Washington Water Power Company since a 

high percentage of its resources are presently hydroelectric. During years of 

good streamflow, there is infrequent demand for the Company's two 

combustion-turbine facilities except during very cold weather. However, 

during poor water' years, such as has been experienced during three out of the 

past four years, the "peaking" combustion-turbines have been required to 

operate over extended periods of time to provide energy to meet the Company's 

requirements. It is for this reason that some of the provisions of the Fuels 

Use Act are particularly troublesome. Since poor water conditions normally do 

not occur with a high frequency, it would be advantageous that the 1500-hour 

restriction of the Fuels Use Ac.t in any one year be changed to an average of 

1500 hours running time over a period of years, for instance, a five or 

ten-year period. 



TABLE I 

The Washington Water Power Company 
System Resources - Mw 

System Hydro 
Contract Hydro 

Total Hydro 

Total Thermal 

Contracts (Net) 
Misc. Resources 

Total Resources, 

1980-81 
Jan Avg. Annual 
Peak - Energy 

1990-91 
Jan Avg. Annual 
peak ' - ' Energy " 



In addition, the area is facing future -,long-term energy deficiencies . The 

Pacific Northwest Utilities.Conference Commitee . . . .  . annually publishes a forecast 

of loads and resources for an eleven-year per.,iod. . The "West Group Forecast" . . , . 
includes the west group portion of Northwest Power Pool and includes states of 

Washington,'.Qregon and north ,Idaho.. The 1980 forecast reveals continued 
. .. . . . . . . .  

. ' >  ,.Ell 

alarmiiig trends. .' 1.: indicates energy deficiencies, based on adverse water 
. .. - . .  I 

conditions, in each year of the forecast, and in five of the eleven years the 
. . . . .. : . . . .  .:. . .. deficiencies are . greater than 3000 average mw; and 'in every year .the. '. - :.: , ; , . . . .  . . . 

deficiencies are greater than the relief available from the region's . , 
, Y 

interruptible customers. Despite a reduction in load growth from previous " 

forecasts, the delays encountered in bringing new plants on line have 
< . .  . . . .  . . . ? . ,  . i . , _ .  increased the probability of shortages. .' ' 

. . 
with these unique operating characteristics in mind, the following ,=omolepts3' .,:: ,.., 

: . .  ' . . 
' . 

ire offered in response to'the request for information 'found on pages 5 -7 of 

the April 11, 1980, .publication.signed by Howard F. Perry; Acting Assistant 
. . .  , . . .  

Administrator for Electric Utility Systems, Economic ~egulatory:' : .'. . . . : . 
Administration: 

1. The Company's Northeast Combustion Turbine (66 mw capacity) which was an 

interim facility has been classified as an existing combustion-turbine 

facility, with a five-year exemption to operate on natural gas. The 

impact on the Company will be particularly .severe when .this exemption 

expires. Even if planned and under construction facilities are completed 

on schedule, the occurrence of poor hydro conditions will require the 

operation of these machines. At the present time gas is the more 

economic and more abundant fuel available, and poor water conditions will 

almost certainly require more than 1500 hours of operation, even on the 

more expensive distillate fuel. Likewise, the Fuels Use Act places 

considerable doubt 'upon the Company's ability to construct additional 

peaking-type resources, to be used for emergency ,energy production, even 

though such resources will always be required, particularly in an area as 

highly dependent on ,variable hydro resources as the one in which the 

Company operates. 



2. At the present time, the Company owns 15 percent of the 1400-mw Centralia 

coal-fired plant now in operation in Centralia, Washington. The Company 

has also 15 percent ownership of the two 700-mw Colstrip units (near 

Colstrip, Montana) .which are under construction. In addition, .the 

Company is proposing to sponsor a 500-mw coal-fired station in the 

vicinity of Creston, Washington with an ultimate site capacity of 

2000 mw. The company operates no oil-fired or gas-fired power generation 

boilers and, hence conversion to coal is not an alternative, available to 

the Company to reduce its consumption of oil and gas. . , 

. . 

3. The Company has been seriously investigating the potential of utilizing 

wood waste as an electric energy resource. Thorough engineering I 

feasibility studies and environmental impact studies have been completed 

to construct a nominal 40-mw wood waste-fired electric generation station 

in the vicinity of Kettle Falls, Washington. Although the overall 

economics for this type of project are favorable, recent economic . 

conditions have restricted the ability of the Company to raise capital. 

For this reason, the Company has delayed further action on the project 

until mid-1981. 

The Company is also actively pursuing and reviewing all potential hydro 

sites, large and small, in our service area. State and federal studies 

have identified a large potential for this resource; however, these 

'rstudies evaluate only the potential of additional 'energy production 

without regard for environmental and economic feasibility. In reality, 

the Company has only a very limited realizable hydro potential left on 

its system. Utilization of wind and solar energy is promising but not in 

sufficient quantities that could eliminate the area deficiencies and the 

need for base load thermal plants. 

4. With respect to . cogeneration, numerous potential arrangements exist ' 1 

within the Company's service area. The Company has conducted a detailed 

survey to determine the technical potential of cogeneration resources 

within the Company's service area. At the present time, the Company is 

purchasing electricity generated from one industrial customer totaling 

approximately four megawatts. The Company,believes that cogeneration is 



a viable energy resource to the Company's system; however, in most casesj, 

cogeneration resources cannot be considered reliable peaking resources 

and, thus they are no substitute for the Company's combustion turbine 

capacity. 

5 .  , The Washington Water Power Company has applied for only one exemption 

' under the. Act which resulted in a five-year operating exemption to 

.' utilize natural gas at the ~ortheast Combustion Turbine site. In the 

future, natural gas will likely remain the most economic choice for the 

Company's emergency peaking turbines. For this reason, the Fuels Use Act 

I will result in economic penalties with respect to future peaking resource 

I additions, and for the Northeast combustion-turbines after the five-year 

I exemption expires. 

I 6. The utilities in the Northwest Power Pool have ,a long history of 

cooperat'ive planning and shared ownership of large thermal generating 

stations. 1h the past, the problem has not been in gaining participation 

status in these projects, but rather in getting the projects' themselves 

licensed and constructed. For example, Colstrip Units 3 and 4 are 

scheduled for commercial operation more than .five years later than 

originally planned. Likewise, it now appears that 'the Washington Public 

Power supply System nuclear project WNP f3 (of which the Company owns 

five percent) will also be del.ayed more than five years from the original 

sched'ule. The Company is also participating 10% in the Skagit nuclear 

project sponsored by Puget Sound Power & Light. This project, due to 

siting problems, has been delayed nine years from the original date of 

operation. 

Construction of transmission facilities has also been a problem, It now 

appears that the critical path for delivery of power from the Colstrip 

units will be the construction of transmission from the projects to the 

west. Likewise, the generation output of the Jim Bridger station owned 

by Pacific Power & Light Company and Idaho Power Company located in 
' 

' Wyoming is presently limited because of the delayed construction of the 

." Midpoint-Malin transmission line; (The Jim Bridger project, at times, 

has surplus thermal energy available for purchase at economic rates to' 

The Washington Water Power Company.) 



- 

7 .  In the opinion of The Washington Watkr Power Company, the most direct way 

to reduce utility dependence upon oil'and gas is to promote the planning, 

licensing and construction of new facilities which make use of other 

fuels (coal, nuclear, wood, etc.). Likewise, more efficient utilization 

of present oil and gas consumption should be promoted through 

encouragement of cogeneration and combined-cycle resource additions. All 

of these. alternatives are much more capital-intensive than the 

installation of simple-cycle emergency capacity combustion turbines which 

operate on conventional liquid petroleum and natural gas fuels. ;In order 

to shift the resource base away from this type of .facility, alcutilities . - 

will require timely ratk relief, ..(both, at the State' .and ~~ederal level), 

and reforms in the ratcmalring process which will relieve some . . o k  the. 

financial burden of constructing large base-load. and'qnconventional 

resource additions which do not consume scarce fossil fuels. In 

addition, a method to expedite the siting and licensing process for large 
, . 

base load thekmal units, that would elininiite the hied foroil ahd gas 
. > .  . . .  . . .  . , . . 

. . 

generation, would be most benkf icial. ' 



LEIGHT~N AND SHERLINE . 
SUITE 803 

1701  K STREET N.W. 

WASHINGTON. D. C. 20006 

May 28, 1980 

Small utilities Study 
Office of Utility .Systems 
U.S. Department of Energy 
~conomic Regulatory Administration 
Room 4002 
2000 M Street, N.W. 
Washington, D.C. ,20461 . 

I Gentlemen: 

On behalf of The Montana Power Company, and in 
response to your request for comments, executed April 11, 
1980, and further amended, we file herewith, one signed 
and two xeroxed copies of its views and comments. 

Yours very truly, 

LEIGHTON AND.SHERLINE 

.,, 
by Lee S. Sherline 

LSS : er 
'Enclosures 



UNITED STATES OF AMERICA 
ECONOMIC REGULATORY ADMINISTRATION' . 

DEPARTMENT OF ENERGY 

Requests for Information; Concernin'g 1 
Report to Congress on the'study 1 
of Compliance Problems of Small 
Electric Utility Systems with the v I,4- 
Powerplant and Industrial Fuel Use 1 .  
Act of 1978 1 

COMMENTS OF THE MONTANA POWER COMPANY 

on' April 17, 1980, the Department of Energy, Economic Regula- 
tory Administration issued a Request for Information. That 
request stated that the Department of Energy was inviting interested 
persons to provide information, views, and comrnents.regarding a . ' 

study of the problems of compliance with the Powerplant and Industrial 
Fuel Use A c t  of 1978 ("FUA") experienced by electric utilities with 
a total system generating capacity o£ less than 2,000 MW. T g e  
Department of Energy stated that the study would concentrate on the 
special difficulties .that utilities may face in complying with the. 
FUA prohibitions against.the use of natural gas and/or oil that are 
a consequence of their small size, and will identify possible techni- 
cal, regulatory, or legislative remedies. 45 Fed. Reg. 26117. 

In response to the Department of Energy's Request for Comments, 
The Montana Power Company ("MPC) hereby submits its views, comments, 
and suggestions regarding legislative remedies to the FUA. The name, 
title, mailing address and telephone number of the person to whom corn-. 
munications concerning these comments should be submitted is as follows: 

Robert Labrie 
Vice President, Engineering ' 

& 'l'echnology 
The Montana Power Company 
40 East Broadway . 
Butte, MT 59701 
(406) 723-5421 

MPC is an investor-owned utility which serves customers at retail 
and wholesale in.the State of Montana. MPCbs fully integrated and 
interconnected electric system extends through the western:..two-thirds 
of the State of Montana, and serves more than 217,000 retail customers, 
and several rural electric cooperatives and one Indian Irrigation 
Project at wholesale. , . ,  

. * 
b 

MPC has an installed generating capacity on its' system totalling 
1100 MW; consisting of 520 t.IW hydro..electric; 576 MW steam, and 4.7.NW 
of internal combustion.' MPC is also the sponsor of a new,stearn-electric 



generating facility involving the construction of twin 
700 MW units by six participating utility systems. MPC's 
ownership share of the new facility wiXl be'30%. This 
new facility scheduled for commercial operation in 1984 
will add 420 MW to MPCfs system, bringing the total 
capacity of 1520 MW. 

MPC welcomes an opportunity to comment on the effects,.-. 
of FUA on our system and operation in an effort to identi- 
fy particular problems in complying with the Act. While 
the problems MPC encounters with the FUA are not neces- 
sarily a consequence of its relative small size (under 
2000 MW), the potential economic impact and placement of 
constraints on MPCfs operation of available resources 
could be considerable. 

The effect of the FUA will be most obvious in the opera- 
tion of MPC's Frank Bird steam electric generating plant 
("Bird"). The Bird unit was installed on MPCfs system with 
a 66 MW peak capacity to meet the need for peak capacity and 
energy during periods of adverse or critical stream flows 
when adequate capacity and energy were not available out of 
MPCfs hydroelectric system. The Bird unit, which is capable 
of being fired on oil or natural gas, has been operated over 
the past 25 years in a manner optimizing the efficiency of 
MPC's available resources. Under the various definitions of 
the FUA, Bird was operated during six of those years as a 
base-load plant, during five of those years as an intermediate- 
load plant, and during the remaining 14 years as a peak-load 
plant. The fluctuation in annual generation out of Bird is 
a function of the need for resources in Montana and the 
Western Uni Led S La t e s  largely as de ternlined by the availa- 
bility of water for hydroelectric generation. 

The FUA extends the following alternatives to MPC in 
bringing the operation of Bird intocompliance with the Act: 

1. To operate until January 1, 1990 on a mixture of 
natural gas to oil of about 65% to 35% respectively, 
and thereafter on a peak-load plant basis (under 
1500 hrs./yr.). 

2. Obtain a permanent exemption from the prohibition 
of the Act. 

The first alternative leaves much to be desired, in 
that the required 'mixture of gas to oil completely ignores 
the relative economies to be enjoyed with one fuel over the 
other. It also ignores the relative availability of one 

. fuel over the other. (The economics would normally be a 
*.r . ' .  



function of availability, .but that is not necessarily the 
case with gas and oil.) The intent of the FUA in dealing 
with existing facilities was to disallow the increased 
use of natural gas between the effective date of the Act 
and 1990. However, this effort to minimize the drain on 
natural gas resources by large users and to extend availa- 
bility of supplies for space heating purposes actually has 
the potential to cause an unnecessarily large drain on 
petroleum, also a critical natural resource, the use of 
which has a.profound effect on national economic stability. 

Absent the prohibitions of the FUA, the use of fuel 
in a facility such as Bird would be dictated by the economies 
of supply and would thereby most likely be in the national 
best interest. 

6 

Since Bird has the ability to fire on either gas or oil, 
and because MPC has significant surpluses of "take-or-pay" 
Canadian natural gas;it prefers, at the present time, to 
fire Bird on gas. This is an.economic operation of Bird for 
MPC and at the same time tends to reduce consumption of 
precious petroleum when it is in the nation's best interest 
to reduce petroleum dependency. Absent a temporary exemp- 
tion from the prohibitions of the FUA, MPC would.be forced 

. to burn - oil and gas to its and the nation's detriment. The 
requirement of the FUA to burn no more gas in existing facili- 
ties than in the test years should be altered to recognize 
situations such as that affecting the operation of Bird. 

If the operation of Bird were confined to the equivalent 
of 1500 hours per year at full capacity, we could anticipate 
periods when Bird energy would be required to meet load and 
would be unavailable due to the 1500-hour restriction'. This 
would force MPC to purchase alternative resources from other 
systems, perhaps at much higher cost than B'ird, or in antici- 
pation of such a circumstance, to install additional oil or 
gas burning combustion turbines to supplement, to the extent 
necessary, the operation of Bird. Inherent in compliance with 
the 1500 hour operating restriction, then, are higher costs to 
ratepayers for purchased energy, additional capital investment, 
and possibly increased consumption of high cost gas and oil. 

The FUA does nothing whatsoever to decrease the demand 
for electric energy; but can significantly reduce the available 
supply of electric energy. If the load is to be served, the 
reduction in'energy supply available out of existing resources 
will have to be offset by a corresponding increase in new 
higher cos+. generation facilities, at the expense of the 
consumer. 



, . 
Since the operation of ~ird' would be restricted to 

1500 hours per year, it would be imprudent to make Bird 
production available to other utilities when its produc- 
tion was not required by MPC loads, and thereby sacrifice 
future availability for MPC loads. This restriction 
therefore "robs" the western interconnected region of 
possibly critically needed resources. The requirements 
of the FUA should be altered to,'recognize and compensate "' 

for this effect. 

The second alternative, to obtain a permanent exemp- 
tion, is the only prudent choice for MPC in dealing with 
the effects of the FUA on the operation of Bird. This 
alternative is not without its problems, however. The 
most expeditious and least costly exemption would be as 
a peak-load power plant; but as discussed above, this 
exemption severly restricts the operation, and therefore 
the value, of Bird as a dependable resource. In addition, 
it would have to be shown that the conversion of Bird to 
coal is not technically and/or economically feasible. The , 

process of establishing technical and economic infeasibility 
imposes unrealistic tests of feasibility on the applicant 
for exemption, and represents the need for very costly 
comprehensive studies. Furthermore, if coal-capability is 
established, there will be an inherent loss of valuable 
generation capability resulting from the conversion, and a 
direct confrontation with the concerns for the quality of 
the environment. Because of the fact that responsible 
Federal Agencies seem'to be at cross-purposes with each 
other, the utility in some cases appears to be in a "Catch 22" 
where conversion to coal must be accomplished to continue 
plant oper-aCiuri under the FUA, but where such a conversion 
would violate air quality degradation standards or require 
uneconomic purchases of offsets, and thereby preclude the 
conversion and further operation. 

We hope to find the proper vehicle for a permanent 
exemption from the prohibitions of the FUA for Bird, but 
the proper vehicle is not easily identified among the-regula- 
tory.alternatives, and in any case, will require a signfi- 
cant-.expenditure of monies. 

- We certainly don't disagree with the need to encourage 
a 'reduction in the national dependence on natural gas'and 
petroleum, but the necessary reductions must not be imposed 
-arbitrarily without consideration for the economic effects 
produced by the potentially substantial loss of existing 1 - 

generating capability. This 1oss.of ,capability will result 
in loss of American worker productivity and therefore'impose' 
deleterious effects on the national economy of greater import 
than the consumption of gas or oil. 



To the maximum extent.possible, the requirements of 
the FUA should be adjusted to maintain the balance between 
resource requirements and resource availability. The 
American economy does not occupy the enviable position of 
being able to sacrifice badly needed electric energy resources 
at'a time when the regulatory atmosphere disallows the timely 
replacement of those resources, which represent a drain on 
scarce fuels, with other resources which operate independent 
of scarce fuels. The replacement process will take time and 
changes recognizing this fact must be made in implementation 
of the FUA. 

(Interestingly, the orderly replacement of oil and gas- 
fired resources would likely take place over a reasonable 
period of time without the influenceof the FUA. The cost of 
running these resources is rendering them economically 
obsolete, and utilities must, of their own accord, be develop- 
ing alternate fuel resources. The FUA may speed the process, 
but otherwise, simply adds chaos to changes that would come 
about anyway as a natural effect of economics.) 

In the establishment of new base-load coal-fired resources 
such as Colstrip Units #3 and #4 (sponsored by 'MPC-referenced 
earlier), it is necessary to install an auxiliary boiler for 
plant start-up, and perhaps to install a separate heating 
boiler for seasonal use when the plant is off. The FUA appears 
to contain restrictions which would disallow the use of gas or 
oil in the Colstrip Units #3 and #4 auxiliary boiler, even 
though the boiler is used only occasionally for start-up 
purposes when both units have been off-line. A quick response 
rate is essential for an auxiliary boiler and can only be 
assured by use of liquid fuels rather than solid fuels. In 
addition, the auxiliary boiler fired on gas or oil.can be 
smaller in size requiring less capital investment, does not in 
itself frustrate satisfaction of environmental requirements, 
and accounts for increased plant availability. 

In our concern that the FUA restricts use of oil in the 
auxiliary boiler in Colstrip Units #3 and #4 is properly 
founded, the FUA tends to add considerably to the difficulty 
and frustration of getting base-load coal-fired resources 
established to replace some of the need for oil and gas-fired 
resources, and should be changed to allow the use of oil or 
gas in auxiliary aqd heating boilers in coal-fired generating 
units. 

. Respectfully submitted, 

JZ@.J?,S F. WALSH 
~ t t o r n e ~  for 
The Montana Power Company 
40 East ,Broadway 
Butte, MT 59701 

. . 

Dated: May 23,' 1980 -5- 
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NEW MEXICO ELECTRIC SERVICE COMPANY 
P. 0. BOX 920 

HOBBS. NEW MEXICO. 88240 

May 30, 1980 

Mr. John H. Williams a 
Division of Power Supply and R.eliability 
Economic Regulatory Administration 
Department of Energy 
Washington, D. C. 2046 1 

Dear Mr. Williams: 

This is  in response to Mr. S ta r r ' s  letter of May 22, 1980 and 
our telephone conversation of ye atcr day. 

Our Company has two generating units: a 118 megawatt gas 
fired steam turbine and a 66 megawatt gas combustion turbine. The 
steam turbine i s  approximately thirteen years old and the gas turbine 
approximately four years  old. We a r e  presently interconnected with 
Southwestern Public Service Com,pany. 

We have recently had a study made by an outside engineering 
f i rm which considered our options for a future power supply. This 
study indicates that after  the year 1985 we will be able to purchase 
our entire power requirement a t  a cost less than our projected fuel 
cost. This conclusion is  based on gas costing twice a s  much per 
MMBTU a s  coal in 1985. 

We a r e  currently negotiating with Southwestern Public Service 
Company' for the purchase of power and the use of our two generato'rs 
with their system through 1990. After 1990 we may hopefully obtain 
a variance and operate these machines 'further for peaking and 
intermediate use. 

I enjoyed talking with you and will appreciate a copy of your study 
when available. 

Yours very truly, 



SERVICE 
Company of New Hempahire 

June 2, 1980 

M r .  Alan W. S t a r r  
Chief, Source Technology & Economic Branch 
Division of Power Supply and R e l i a b i l i t y  
Economic' Regulatory Administration 
Department of Energy 
Washington, D.C. 20461 

Dear M r .  S ta r r :  

Thank you f o r  your recent l e t t e r  t h a t  we received on May 26th 
i n  regard t o  problems small u t i l i t i e s  a r e  facing i n  complying with t h e  
Fuel Use Act of 1978. 

Some of the  problemi t h a t  we forsee  f o r  small  u t i l i t i e s  converting 
o i l  burning generating un i t s  t o  coa l  burning are:  

1. Meeting capacity requirements with generating u n i t s  not 
ava i l ab le  during conversion period. 

2(a)Land a reas  f o r  coal  s torage and f o r  ash and sludge disposal .  

(b)Abili ty t o  f inance the  c a p i t a l  cos t s  of t h e  conversion and 
continue t o  f inance a l l  o the r  construction p ro jec t s  especia l ly  
non o i l  generating s t a t i o n s  a t  the  same t h e .  

Very t r u l y  yours, 

R. E. Closson 
Vice President 

REC : dd j 

cc: . W. A. Harvey 

1000 Elm St.. P.O. Box 330 Mamhemxw. NH 03106 TelephDne 803/6694000 



El Paso Electric Company 
P.O. Box 982 
El Paso, Texas 79960 
(91 5) 543-571 1 

June 5, 1980 

Small Utilities Study 
Office of Utility Systems 
Department of Energy 
Room 4002 
2000 M Streef, N.W. 
Washington, D. C. 20461. ! 

I Gentlemen: 

The following comments on the pending "Report to congress on the 
Study of Compliance Problems of Small Utility Systems with the 
Powerplant and Industrial Fuel Use Act of 1978" are presented by 
the El Paso Electric Company (EPE) of El Paso, Texas. 

El Paso Electric Company is a small investor-owned electric 
utility having.a total system generating capacity of lcss than 
1,000 MW that is substantially affected by the rules and regulations 
implementing the Powerplant and Industrial Fuel Use Act of 1978, 
also knowri as the. "FUA. " 

The FUA from its inception has been superfluous and counterproductive. 
In addition, it has imposed increased regulatory burdens on U.S. 
industry, especially electric utilities. 

It was initially enacted to promote the then national goal of 
conserving natural gas and fuel oil in electric utility boilers 
by having them use'or convert to coal. The problem is that many 
boilers, especially in small utilities such as EPE, were never 
designed for coaluse nor were they designed to be retrofitted 
for coal conversion. Also., the only feasible alternative to 
natural gas firing in these boilers was conversion to fuel oil. 
However, recent world events have created a scenario where the 
national goal is now to conserve fuel oil and to reduce the 
Nation's dependence on foreign sources of the oil. Ironically, 
the FUA, as written and imp1emented;will increase and not decrease 
our Nation's dependence on foreign sources of petroleum since 
every 1,000 Mcf of natural gas withheld from electric utilities 
and not displaced by coal or nuclear will result in an additional 
usage of .approximately 175 barr.els of oil. 
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EL P A S 0  ELECTRIC COMPANY 

June 5, 1980 

Now, EPE finds itself in this dilemma. At present, its generation 
base is composed'mainly of gas and oil-fired boilers which are 
subject to Title 111 of the FUA. EPE must then operate these 
existing boilers with the least expensive fuel to meet its generating 
requirements until such time that its nuclear and coal units come 
.on line. At present, the most efficient and economical fuel is 
natural gas. Fortunately, the DOE has recognized this fact and 
has provided utilities with a regulation allowing them to maximize 
use of this fuel. The regulation provides for Special Temporary . 

Public Interest Exemptions (STPIE) which are available under 
Title '111,. Subtitle B, Section 311 (e) of the FUA. Unfortunately,: . 
this exemption is only a short-term solution with a maximum 
effective period of five years from the date the exemption is 
granted. Also, the documentation required to keep the exemption 
in force is burdensome. A systemwide fuel conservation plan 
covering production and end-use conservation measures is required 
which places a further load on small utility staffs already. 
overladen with other regulatory requirements. This fuel conservation . 
plan is uncalled for and at a minimum dupli..cates the conservation 
requirements in the Public Utility Regulatory Policies Act (PURPA) 
and the National Energy Conservation Policy Act (NECPA). And, as 
stated before, the STPIE is short-lived, thereby exposing those 
generating units covered by the exemption to the very restrictive 
rules of' the FUA. 

.In an effort to prepare for the forementioned problem, EPE looked 
to other exemptions available under the FUA as means to comply 
with the FUA and to continue meeting its generating requirements 
in the most cost-effective manner. However, due to the exhaustive 
documentation and restrictive qualifications required by the 
other exemptions, the Company has chosen to file a System Compliance 
Option Plan (SCOP) available under Title V of the FUA. Unfortunately, 
the SCOP is not without problems. It too requires.a fuel conservation 
plan which is superfluous, costly and counterproductive to EPE 
and its customers. The major problems, however, are that: 

(i) EPE is forced to commit itself in 1980 tu a s e k  scliedule of 
reduced gas usage which, if present ,gas supply trends continue, 
will require it to burn more expensive and less available 
fuel oil, and 

(ii) EPE and other small utilities will have to prepare themselves 
to face a drastic reduction in their gas availability in 
1990. Even though a program of reduced gas usage is feasible, 
the proposed 80% decrease in ,1990 of gas use allowed will be 
economically catastrophic in that no small utility, including 
EPE, will have the necessary financial and regulatory commission 
backing to have sufficient nuclear and coal generation base 
units on line to help offset the decreased gas supply. This 
reduction in gas allowed will force the consumption of even 
greater amounts of fuel oil. EPE estimates that an 
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average of 2,900,000 additional barrels. of fuel oil wLll 
have' to be burned per year in or.der to comply with 'the 1990 
and 1995 requirements of the SCOP. Also, in terms of money, 
EPE estimates that its total operating costs will be increased 
an average of $247,400,000 per year '(approximately $47,660,000 
per year in-1980 dollars) due to the forementioned requirements. 

In general, EPE believes that the present FUA and the available 
avenues of complying will have an adverse effect not only on EPE 
and its customers but also on the Nation!s industrial. effort as 
a whole. Therefore, the FUA must be.viewed as a counterproductive 
measure and not in the best interests of the Nation. 

Sincerely, / 

[ EvernR. Wall 
President 
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Sierra Pacific Power Company 
L E G A L D E P A R T M E N T  

June 5, 1980 

srnail U t i l i t y  Study . 

Office ot U t l  11 t y  Sys L ~ I I I S  
Department of Energy 
Room 4002 
2000 M S t r e e t ,  N.W. 
Washington D. C. 20461 . 

Gentlemen: 

Enclosed a re  the  or iginal  and s i x  copies of S ie r ra  Pac i f i c  
. . 

Power Company's comments pursuant t o  Section 744 of the  Powerpl a n t  

and Industria.1 Fuel Use Act of 1978. 

. . 
. . 

. '  

P. 0. BOX 10100/RENO. NEVADA 89510 /TELEPHONE 702/789-4225 



DEPARTMENT OF ENERGY 

BEFORE THE ECONOMIC REGULATORY ADMINISTRATION 

Report t o  Congress on the  Study o f  
Compliance Problems o f  Small E l e c t r i c  
U t i l i t y  Systems w i t h  the  Powerplant 
and I n d u s t r i a l  Fuel Use Act  o f  1978. 

SIERRA PACIFIC POWER COMPANY'S 
COMMENTS PURSUANT TO SECTI'ON 744 OF THE 

POWERPLANT AND INDUSTRI'AC'FUEL USE ACT OF 1978 

S i e r r a  P a c i f i c  Power Company i s  a p u b l i c  u t i l i t y  engaged i n  opera t ions  
i n  t he  States of Nevada and C a l i f o r n i a .  As a u t i l i t y  w i t h  a t o t a l  
system generat ing capac i t y  of l e s s  than 2000 MW, S i e r r a  P a c i f i c  i s  a 
u t i l i t y  sub jec t  t o  t h e  study o f  t h e  Economic Regulatory Admin i s t ra t i on  
of t he  Department o f  Energy i n  i t s  r e p o r t  t o  Congress pursuant t o  Sect ion 
744 o f  t he  Fuel Use Act. 

S i e r r a  P a c i f i c  has had several  contac ts  w i t h  Department o f  Energy 
personnel concerning use o f  S i e r r a  P a c i f i c  i n . a  case study f o r  smal l  
u t i l i t i e s  under Sect ion  744 o f  t he  Act. I n  these prev ious conversat ions, 
S i e r r a  P a c i f i c  has communicated t o  the  Department o f  Energy personnel 
i t s  p o t e n t i a l  problems o f  compliance w i t h  the. Act. 

Because a small u t i l i t y  w i l l  have s u b s t a n t i a l l y  t he  same workload 
as  a l a r g e  u t i l i t y ,  b u t  does n o t  have near t he  s t a f f  s i z e  o f  a l a r g e  
u t i l i t y ,  f ede ra l  l e g i s l a t i o n  such as the  Fuel Use Act  presents g rea t  
problems t o  the  small u t i l i t y .  I n  the  case of t he  Fuel Use Act, one o f  
t h e  b igges t  problems, a t  l e a s t  f o r  S i e r r a  Pac i f i c ,  i s  determin ing what 
ac tua l  e f f e c t  the  Ac t  w i l l  have. This  problem was exacerbated i n  t he  
case o f  the  FUA by regu la t i ons  which deal w i t h  p l a n t s  on a case-by-case 
bas i  s. 

For a small u t i l i t y  such as S i e r r a  P a c i f i c  t o  have subs tan t i a l  
c a p i t a l  expendi tures i n  conver t ing  an e x i s t i n g  powerplant t o  an a l t e r n a t e  
fue l ,  when the  r e s u l t  i s  a n e t  l o s s  i n  capac i t y  over the  l i f e  o f  t h e  
p l a n t  and the  t o t a l  l o s s  of capac i t y  du r ing  t h e  t ime o f  conversion, i s  
very  u n a t t r a c t i v e .  Th is  problem i s  made worse f o r  S i e r r a  P a c i f i c  by the  
tremendous growth w i t h i n  i t s  se rv i ce  t e r r i t o r y .  What would he lp  S i e r r a  
P a c i f i c  immensely. in  avoidance o f  these h igh  c a p i t a l  cos ts  would be some 
s o r t  o f  f ede ra l  a i d  as proposed i n  l e g i s l a t i o n  now before  the  Un i ted  
States' Congress amending the  Fuel Use Act  and the  implementat ion o f  t he  
o i l  Backout l e g i s l a t i o n .  Otherwise, t he  goal o f  na t i ona l  energy p o l i c y  
t o  reduce dependence upon f o r e i g n  o i l  w i l l  be achieved a t ' t h e  expense o f  ' 
ratepayers o f  smal l  u t i l i t i e s .  



S i e r r a  P a c i f i c  was s u f f i c i e n t l y  f a r s i g h t e d  t o  begin p lanning coal  - 
f i r e d  p l a n t s  several  years ago, 'and the  f i r s t  o f  these p l a n t s  which i s  
owned j o i n t l y  by S i e r r a  P a c i f i c  and Idaho Power Company, w i l l  be on l i n e  
i n  the  F a l l  of 1981. Furthermore, Si 'erra P a c i f i c  i s  making subs tan t ia l  
e f f o r t s  i n  developing the  geothermal p o t e n t i a l  o f  i t s  se rv i ce  area. 
S i e r r a  P a c i f i c  has a l s o  app l ied  t o  the  Department o f  Energy f o r  a  g ran t  
t o  determine t h e  f e a s i b i l i t y  of conver t fng  one o f  i t s  o i l  and na tu ra l  
gas f i r e d  u n i t s  t o  a  s o l a r - f o s s i l  f u e l  hyb r id  u n i t .  

One area w i t h  which S i e r r a  P a c i f i c  i s  concerned i s  the  p o t e n t i a l  
f o r  c o n f l  i c t  between t h e  n a t i o n ' s  energy economic and environmental 
p o l i c i e s .  A small  u t i l i t y  i s  p resen t l y  caught between the  need t o  
p rov ide  i t s  se rv i ce  a t  t h e  lowest  poss ib le  pr ice ,  the  d e s i r e  t o  reduce .. 

dependence on f o r e i g n  energy souces, and t h e  des i re  t o  produce e l e c t r i c i t y  
w i t h  minimal e f f e c t s  on t h e  environment. What we f e e l  i s  necessary i s  
t h a t  any f u t u r e  amendments t o  the  Fuel Use Act  and environmental ac ts  : 
p rov ide  f o r  a  means o f  coord inat ing  regu la to ry  e f f o r t s . t o  reso lve  these.  
c o n f l i c t s .  

S IERRA PACIFIC POWER COMPANY 

S t a f f  At torney V 
100 East Moana Lane 
P.0. Box 10100 
Reno, Nevada 89520 
Tel : (702)789-4360 

June 5, 1980 
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EUA Service Corporation 
99 High Street, Suite 2830, Boston, Massachusetts 021 10 Telephone (617) 357-9590 

Address all correspondence to P.O. Box 2333. Boston. Massachusetts 02107 

June 5, 1980 

Mr. Alan W. Starr 
Chief, Source Technology and 

Economics Branch 
Division of Power Supply and Reliability 
Econo,mic Regulatory Administration 
Department of Energy 
Washington, D. C. 20461 

Dear Mr. Starr: 

Your letter of May 22, 1980 requested our ideas as to how small 
utilities can be assisted in gaining compliance with the Power Plant and 
Industrial. 'Fuel Use Act of 1978 (wA). Small utilities are not much 
different from large ones - they face the same financial problems, require 
the same generating mix, need expertise in making load forecasts, and are 
faced with the same barrage of paperwork and regulation. The difference 
is in having the manpower to solve these problems. It just isn't there 
without spending a disproportionately large mount of money to do these 
necessary f'unctions. The FUA certainly exacerbates EUA's operational and 
f inancia1 diPficu1l;ies. 

This leads me to your letter and our proposals to make the FUA 
less onerous and more useful to the nation. My coments are not necessarily 
addressed to aiding just the small utilities, but all because many of the 
problems are common. 

1. Understanding the regulations and their intent. 

a. Provide a clear and concise description of what is 
required of the utilities. 

b. What are the alternatives, if any. 

c. Organize meetings at several convenient locations 
around the country where the Act is explained and 
actions required provided. Have a discussion 
period. 

Assist in ~romoting joint-ownership agreements. We are 
fortunate in New England in having had such arrangements 
for a number of years, but other parts of the country 
may'not be so fortunate. A single small utility does 
not have the physical or financial resources to construct, 
alone, the large nuclear- or coal-fired units which are 
being constructed. Joint ownership of 5-25% shares pro- 
vides such means. You could f'urnish typical JO agreements 
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and possibly assist in the organization or participa- 
tion in such projects. The "biggies" are notoriously 
shy about sponsoring groups of small entities under 
the umbrella of their private developments. Why should 
they? 

3. The environmental criteria and rules for co,nversion are 
not clear. There is disagreement among governmental 
departments. Spell out what can and cannot be done. 

4. Provide funds for studies and consultants' assistance 
at plants where coal conversions are being considered. 
S m d l  utilities usually do not have the in-house exper- 
tise to make such studies, and outside assistance is 
qulLe cuu L l y  , 

P l l d  (tad eve11 luger) utilities art very raluc-be,n% 6s 
install the exotic types of generation, such as solar, 
wood b ~ n i ~ ~ g ,  gassifiers, etc., until these new technola- 
gica are ectabliched. Again, the f i n a n c i a l  and physical 
resources needed are large in proportion to the smKU,s' 
size. In addition, there is the unknown factor whether 
the regulators will permit f'ull recovery of costs if the 
project should fail - or even if successful. So far, the 
federal government has been unable to guarantee such 
recovery, while the state re@ations are fickle in their 
treatment of such projects. 

6. The number one problem area is raising capital. The 
smaller utilities probably are harder pressed, but the 
problem is common to all utilities. A project such as 
coa l  ccmverainn, might, on paper, show a rich gay-off; 
bn* how dops R. i~ti 1 iky prnc~ed if it r.a.nnnt r~, i ,sa the 
money for construction? 

Mr. Starr, I thank you for.providing us an opportunity to air 
our views about the smaller utilities' problems in implementing the FW's 
intent. One f'urther suggestion, a conference of executives from the small 
utilities, where a verbal exchange of views could talce place, could provide 
you with a wealth of ideas. 

V ~ .  F. G. Eichorn, Jr. 
President 

JBG: sab 



New England Gas and Electric Association 
An investor-owned, taxpaying utility system 

POST OFFICE BOX 190 CAMBRIDGE, MASSACHUSETTS 02139 AREA CODE 617 864-3100 

OFFICE OF 
THE PRESIDENT 

June 5, 1980 

M r .  Alan W. S t a r r  , 
Chief, Source Technology and 

Economics Branch 
Division of power Supply and 

R e l i a b i l i t y  
Economic Regulatory ~ d m i n i s t r a t  ibn 
Department of Energy 
washington, D. C. 20461 

Dear M r .  S t a r r :  

The following comments a r e  in response t o  your l e t t e r  request ing 
background data  on problems we ,  a s  a small u t i l i t y  system, are fac ing i n  
complying with t h e  Powerplant and I n d u s t r i a l  Fuel U s e  Act of 1978 (FUA). 

A s  we understand FUA, we a r e  not  d i r e c t l y  a f fec ted  i n  any s i g n i f i c a n t  
way by t h e  por t ions  of t h e  law which p roh ib i t  use of petroleum and n a t u r a l  
gas i n  new power p l a n t s  a s  we have none planned o r  under construction,  o r  by 
t h e  sec t ions  which p roh ib i t  o r  l i m i t  t h e  use of n a t u r a l  gas i n  c e r t a i n  e x i s t i n g  
power p lan t s .  However, w e  could be ' s i g n i f i c a n t l y  impacted by those provisions 
of FUA which allow t h e  Secretary of Energy t o  p roh ib i t ,  by order ,  t h e  use of 
petroleum i n  e x i s t i n g  power p lan t s .  A t  present ,  our System's Canal Unit One 
has  been l i s t e d  a s  a p o t e n t i a l  candidate f o r  conversion by, t h e  Department of 
Energy (DOE). I n  response t o  your reques t ,  I w i l l  concentrate on descr ib ing 
some of' t h e  problems w e  would face  i n  complying with any mandatory p roh ib i t ion  
of t h e  use of o i l  t o  f i r e  t h i s  u n i t .  

F i r s t ,  some background da ta  is  i n  order.  New England Gas and E l e c t r i c  
Association (NEGEA) is a small combination e lec t r i c -gas  - u t i l i t y  holding company, 
o p e r a t h g  completely within the  s t a t e  of Massachusetts. W e  have four  opera t ing 
u t i l i t y  subs id ia r i e s ,  one s e l l i n g  n a t u r a l  gas a t  r e t a i l ,  one s t r a i g h t  e l e c t r i c  
d i s t r i b u t i o n  company, a combination e lec t r i c -gas  d i s t r i b u t i o n  company;and 
a wholesale e l e c t r i c  generat ing company. Our e l e c t r i c  opera t ions  cover 41 c i t ies  
and towns i n  eas te rn  and southeastern Massachusetts, and w e  serve over 260,000 
customers. Our own system generat ion t o t a l s  1,087 MW, of which 864 MW is  
represented by two o i l - f i r e d  u n i t s  located a t  t h e  eas te rn  end of t h e  Cape Cod 
Canal. It is t h e  f i r s t  of these  two u n i t s ,  represent ing 572 MW, which has  
been l i s t e d  as  a . p o t e n t i a 1  conversion candidate i n  the  DOE review of u n i t s  
impacted by FUA, A l l  of t h e  o the r  u n i t s  owned by our s y s t e m ,  which a r e  o i l  
o r . d i e s e 1 ,  a r e  of e i t h e r  an age, s i z e  o r  design t o  exclude them from any con- 
s i d e r a t i o n  of poss ib le  conversion t o  coal .  

THE PRINTED MATTER ON THE BACK HEREOF IS A PART OF THIS LETTER 
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Canal Unit One represents  over half  of our system's owned genera- 
t ion .  429 MW.of its capacity has been sold under l i f e  of un i t  contracts  
t o  th ree  neighboring u t i l i t y  systems. This un i t  was planned, constructed 
and designed during t he  mid-1960's a s  a baseload, bo i l e r  (furnace volume) 
designed f o r  dual  f u e l  burning capab i l i ty ,  a t  an o r ig ina l  cost  of $56 mill ion 
(currently $65 mil l ion) .  This un i t  has an estimated useful  l i f e  of 28 years,  
and commenced operation i n  1968. It has been ra ted  a s  t he  most e f f i c i e n t  
o i l - f i red  generating s t a t i o n  i n  t he  United S ta tes  s ince  1973. This un i t  burns 
approximately f i v e  mil l ion ba r r e l s  of res idua l  f u e l  o i l  annually, and is ' 

current ly  dispatched by the  New England. Power Pool (NEPOOL) on a base loaded 
bas i s .  A t  t h e  time t h i s  un i t  was constructed,  foreign res idua l  o i l  was 
ava i lab le  a t  under $2.00 per b a r r e l  and was a more desi rable  f u e l  environ- 
mentally i n  the  heavily-populated northeast  corr idor  of the  United Sta tes .  
A s  a r e s u l t  of these condit ions,  even though the  bo i l e r  had technical  dual  
f u e l  capab i l i ty ,  . . - no investment was madesthen o r  s ince  applicable t o  coal .  

Current s tud ies  show t h a t  approximately $200-$225 mil l ion ( in  1980 $1 
w i l l  be  required t o  convert t h i s  u n i t  t o  coal .  I f  scrubbers a r e  required,  
an addi t ional  $75 mil l ion would be spent. These expenditures include a l l  coal  
handling and storage f a c i l i t i e s ,  ash handling and removal systems and major 
changes t o  our berthing basin  t o  handle coa l  barges. Also major modifications 
w i l l  be required t o  both t he  b o i l e r  and p rec ip i t a to r s  because of both a change 
i n  t he  .technology o r  "State of t he  A r t "  over the  past  15 years a s  w e l l  as 
environmental requirements. This amount (potent ia l ly  $300 mil l ion)  represents  
over f i v e  t i m e s  the  o r ig ina l  investment, represents almost t en  times our current  
unrecovered cos t  i n  t he  un i t  and is i n  excess of 300% of the  ex i s t i ng  'capi ta l iza-  
t i on  of Canal and over 80% of t he  present consolidated cap i t a l i z a t i on  of the  
NEGEA System. In  addit ion,  t h i s  expenditure would be required during a f ive- 
year period i n  which we a r e  committed t o  $350 mil l ion f o r  new construction,  of 
which over half  r e l a t e s  t o  new e l e c t r i c  generating capacity i n  joint-owned 
u n i t s  ( a l l  nuclear) .  

We agree t ha t  t h e  reduction of our country's use of and re l i ance  on 
foreign sources of supply of o i l  o r  any other  major source of energy i s  i n  
the  bes t  i n t e r e s t  of nat ional  secur i ty .  Xowever, we bel ieve strongly t h a t  i t  
is  not sens ib le  f o r  Congress t o  mandate t h a t  coal  conversions take place 
without reviewing whether o r  not it is f inanc ia l ly  poss ible  f o r  t he  companies 
affected t o  accomplish t h i s . du r ing  t he  period mandated by the  present l a w .  

Further, it appears t h a t  the  northeast  region of the  country is 
targeted f o r  t he  major amount o f . t h i s  conversion a c t i v i t y .  The energy 
consumers i n  t h i s  region a r e  already suffer ing from the  high cost  of o i l  used 

. i n  generating e l e c t r i c i t y ,  f o r  heating t h e i r  homes and operating t h e i r  
vehicles.  It does not seem f a i r  f o r  t he  t o t a l  additiona& cos t s  of conversion 
t o  now be i n f l i c t e d  on t h i s  region when these  u n i t s  were constructed i n  good 
f a i t h  during a period when cheap foreign o i l  was read i ly  ava i lab le  and i ts  
use allowed us t o  ac tua l ly  preserve our own domestic o i l  supply. 
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We a r e  i n  t h e  process o f 'hav ing  a complete study performed by 
ou t s ide  consul tants  which w i l l  document t h e  previously described c o s t s  t o  
accomplish t h i s  conversion. W e  a r e  a l s o  studying our f u t u r e  generat ion 
requirements which show, based on a minimal load growth scenario,  t h a t  our 
system w i l l  be 150-200 megawatts d e f i c i e n t  by t h e  e a r l y  1990's. A l l  of 
tlie planning and coordination of f u t u r e  power needs i n  New England is now 
being accomplished through NEPOOL on a New .England-wide bas i s .  Present ly  only 
t h r e e  major generat ing u n i t s  a r e  under const ruct ion which a r e  scheduled t o  be 
completed be£ o r e  '1990. 

W e  be l i eve  t h a t  a b e t t e r  so lu t ion ,  ins tead of convert ing Canal 
Unit One, which w i l l  accomplish much more with t h e  same amount of investment 
i n  only a s l i g h t l y  longer t i m e  frame would be t o  s t a r t  planning now t o  b r ing  
a _new 600-megawatt coal - f i red  u n i t  on l i n e  by 1990 a t  our Canal Plant  site. 
$225-$300 mi l l ion  is  a l o t  of money whether i t  is provided by t h e  Company, 
t h e  government o r  from whatever source. This amount would buy u s  ( i n  1980 $) 
a 114 t o  113 i n t e r e s t  i n  a completely new c o a l  u n i t  - designed from t h e  
ground up f o r  c o a l  with a l l  present  " s t a t e  of t h e  a r t "  technology. W e  
a n t i c i p a t e  no d i f f i c u l t y  i n  l i n i n g  up i n t e r e s t  i n  t h e  remaining 213 t o  314 
from o t h e r  members of NEPOOL. This u n i t  would enable t h e  Pool t o  back off  
t h e  o i l  burn from less e f f i c i e n t  u n i t s  p resen t ly  required t o  be dispatched 
and which i n  a l l  l ike l ihood w i l l  never be candidates f o r  conversion t o  coal .  

Further,  i f  t h e  technology of coal -o i l  s l u r r y  o r  c o a l  l iquefac t ion  
improves t o  a commercially acceptable l e v e l ,  Canal Unit One could u t i l i z e  t h i s  
technology. Coupled wi th  a new coal - f i red  u n i t  t h e  incremental c o s t  of these  
technologies would be minimal, with a l l  c o a l  handling equipment in place  with 
t h e  const ruct ion of a new coal - f i red  u n i t .  

I n  add i t ion ,  as t h e  heavier  f inancing c o s t s  of a new u n i t  would 
be  incurred i n  t h e  period a f t e r  1985, w e  should be a b l e  t o  f inance  our 114 
t o  113 i n t e r e s t  i n  a new u n i t  conventionally without any government he lp  - 
gran t s ,  loans  o r  otherwise. Present ly  i t  is quest ionable t h a t  without almost 
100% government f inancing during t h e  period 1980 t o  1985 t h a t  we could 
accomplish the  f inancing which would be required t o  convert Canal Unit One. 

The bottom l i n e  is  t h a t  we do not  be l i eve  t h a t  a n  expenditure of 
$225-$300 mi l l ion  can b e  j 'ustif i ed  on a u n i t  which i s  approaching ha l f  l i f e  
and which w i l l  be  c l o s e  t o  two-thirds l i f e  by t h e  time a l l  modificat ions 
would be i n  place. Further,  t h i s  expenditure would not  provide any 
a d d i t i o n a l  generat ing capaci ty  f o r  New England, i n  f a c t  it w i l l  t ake  away 
up t o  20 megawatts f o r  addit ' ional  s t a t i o n  service .  It is  a much b e t t e r  
long-range answer t o  bu i ld  - new, non oi l - f  i r e d  generat ion,  environmentally 
planned and use these  new p l a n t s  t o  "back-out" o i l  cu r ren t ly  burned i n  o ld ,  
l e s s - e f f i c i e n t  u n i t s .  This takes  c a r e  of both t h e  o i l  and capaci ty  
problems a s  w e  plan f o r  t h e  rest of t h i s  century'. 
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Thank you f o r  t h i s  opportunity t o  respond t o  problems we see i n  
complying with the  FUA. I am hopeful t ha t  t h i s  has been. responsive t o  
your request. I f  there  a r e  any questions o r  i f  there  is anything fur ther  
we can add t o  t h i s  material ,  please do not he s i t a t e  t o  c a l l  me a t  
(617) 864-3100, o r  i f  I a m  not avai lable ,  contact our System Executive 
Vice President-Electric Operations, Jeremiah V. Donovan. 

Gerald E. Anderson 

NE 
GEA : vc 



IOWA-ILLINOIS GAS AND ELECTRIC COMPANY 
DAVENPORT, IOWA 

June 4, 1980 

Mr. Howard I?. Perry 
Acting Assistant Administrator of 
Utility Systems 

Economic Regulatory Administration 
Small Utilities Study, 
Office of Utility Systems 
Department of Energy 
Room 4002 
2000 M Street, N.W. 
Washington, D. C. 20461 

Dear Mr. Perry: 

Re Economic ~equlato;~ Administration 
Report tu Cvngress on the Study of 
Compliance ProLlefi~s uf Small Electric 
Utility Systems with the Powerplant 
and Indu's trial Fuel Us'e Act o'f '1'9'78 

Iowa-Illinois Gas and Electric Company (Company) here- 
with submits its comments related to Problems of Small Utilities 
with the Powerplant and Industrial Fuel Use Act as issued 
April 11, 1980 (45 F.R. 26117, 4/17/80) by the Economic 
Regulatory Administration inviting comment by May 23, 1980, 
extended to June 6, 1980 (letter of Alan W. Starr). 

The names, titles, mailing addresses, and telepllorle 
numbers of the persons to whom cormnunications concerning the 
proposal should be addressed are: 

W. C. Morrison, Superintendent 
Governmental Relalions Division 
Iowa-Illinois Gas and Electric Company 

' 206 East Second Street, P. 0.  Box 4350 
Davenport, Iowa 52808 

Telephone: Area Code 319 326-7097 

Edward J. Hartman, 
Vice President-General Counsel 
Iowa-Illinois Gas and Electric Company 
206 East Second Street, P. 0. Box 4350 
Davenport, Iowa 52 808 

Telephone: Area Code 319 326-7334. 

POST OFFICE BOX 4350. 208 EAST SECOND STREET. DAVENPORT. IOWA 52808 
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I. Interest 

Company is an investor-owned utility engaged in the. 
generation, transmission, and distribution of electricity, 
both..atwholesale and retail, providing electric service to 
customers in the states of Iowa and Illinois, in and-around 
the prinicipal communities of Rock Island, Moline and East 
Moline, Illinois and Davenport', Bettendorf, Iowa City and 
Fort Dodge, Iowa, and the surrounding suburban and rural 
areas. 

Company is 'subject to the provisions of the Powerplant 
and ~ndustrial Fuel 'Use Act of 1978 (FUA) and the regulations 
developed by the Economic Regulatory Administration (ERA) to 
implement the Act. Company requested and was granted by the 
ERA a Temporary Public Interest Exemption for its Moline and 
Coralville Generating Stations under Section 311E of the FUA 
on May 12, 1980. The Company will also be subject to rulings 
that may result from the implementation of,the FUA from 
proceedings before the Iowa State Commerce Commission and 
the Illinois Commerce Commission under whose respective 
.jurisdiction the Company renders electric service at retail.' 

11. Comments 

The primary thrust of the Powerplant and Industrial 
Fuel Use Act is.to eliminate, over a period of time, the use 
of natural gas or oil as the primary energy source by' existing 
electric power plants. The regulations which have been 
developed to implement the FUA- are, however, burdensome to 
all and.present requirements that some small operators will 
find impossible to meet. 

The presently effective regulations cover all electric 
utility plants regardless of size, fuel availability or mode 
of operation. This broad approach does not, among other things, 
recognize or appreciate the uniqueness of peak load plants. 
These plants are not necessarily operated by steam produced,' 
by boilers. Further, peaking plants operate only a small part 
of the year when the peak electric load occurs and during 
emergencies - usual.1~ not more than 1 to 1-1/2 months of 
cumulative operation. Economics require utilities to use . 

low capital intensity peaking plants to carry the load during 
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these short high load periods. At present there is no tech- 
n~logically feasible method of operating gas or oil fired 
turbines and internal combustion engines with fuels other ., 
than natural .gas or fuel oil. 

The economics of meeting environmental regulations ' 
prohibits (1) the use of coal in small plants that currently 
use coal and (2) the conversion of small plants from oil or 
gas to coal. 

Company is a participant in the North Dakota Synthetic 
Fuels Feasibility Study which will investigate the feasibility 
of providing synthetic fuel from lignite in hopes that in 
future years this synthetic fuel will bec0me.a viable source 
of energy for gas fired turbines and internal combustion 
engines used as peaking plants. Company is also participating 
in a feasibility study for the use of urban waste as a fuel, 
but such waste cannot be used in existing peaking plants nor 
would it be feasible to consider it as fuel for a plant that 
only operated for a short period each year. Even if either 
or both of these projects prove feasible there is doubt that 
consumption of gas or oil can be eliminated for the peak load 
plants in the foreseeable future., 

Prw.visions are made in the FuA and rules for a broad 
range of exemptions from the prohibitions of ,the A c t  in 
recognition of the fact that such needs.exist. However, the 
burdens of submitting documented information with an appli- 
cation are compounded by grossly excessive reporting require- 
ments if the exemption is granted. Primarily because of the 
burdens of developing a system of compliance plan and regular 
reporting associated with it or of developing the documentation 
of a fuels decision report, Company chose to request. a 
Temporary Public Interest Exemption to burn natural gas 
whenever such use would displace fuel oil on certain reserve 
and peaking units where natural gas and fuel oil are the only 
available options. It seems obvious, both.economically and . . 

in the interest of reducing oil imports, that such natural 
gas should be used when available. Two of three requested 
exemptions 'were granted eventually; however, Company is re- 
quired to report a conservation plan and progress toward 
accomplishing the goals of that plan through the period of 
exemption which appears to serve no useful purpose and may 
cost more than. the price differential between fuel oil and 
natural gas. 
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The fuel cost of peak load plants (gas and oil fired 
turbines and internal combustion engines) is usually more 
than the fuel cost at other plants on a company's system. 
Thus, these plants are ordinarily not used unless there is 
no alternative. Also, in many instances, peak load plants 
(gas & oil fired turbines and internal combustion engines) 
are located at load centers, and controlled automatically 
from a control center, and have access to no fuel other than 
natural gas or oil. Due to these limiting factors, Company 
suggests a change in the FUA or implementing regulations to 
exempt a plant that is operated, for instance, for no more 
than 1000 hours per year or has a nameplate rating of 20 MW 
or less. Certainly, the fuel consumed by such exempted 
facilities would be minimal. Further, such an exemption 
would reduce the paperwork and problems of both the ERA and 
operators. 

Summary 

In Company's situation, economics alone would achieve 
the goals of Fuel Use Act. Nuclear fueled generation is our 
lowest cost source of energy, followed by coal, natural gas 
and fuel oil in that order. The fuels to be conserved are' 
used only when less costly options are not available. The 
substantial reporting requirements of Fuel Use Act are, there- 
fore, a needless cost to the utility customers. 

We appreciate the opportunity to submit these views and 
comments, and -submit an original and five copies for your 
consideration. 

Very truly yours, 

W. C. Morrison 
Superintendent 
Governmental Relations Division 

WCM- ks Energy Planning Department 
cc: Secretary 

Iowa State Commerce Commission 

Secretary 
Illinois Commerce Commission 
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June 5, .I980 

Mr. Alan W. Starr 
Economic Regulatory Administration 
Department nf Energy 
Washington, D.C. 20461 

Dear Mr. Starr: 

Iowa Power's use of oil and natural gas is limited to existing 

peaking units. Therefore we have no serious problems in 

complying with the Fuel Use Act at the present time. 

Yours trul 

j ( + 7  - ,  

An Operating subsidiary of IOWA RESOURCES IS,' 

J. R. Lyon 
President 
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A. R. PUFFINBARGER 
SENIOR VICE PRESIDENT 

PRODUCTION 

Mr. Alan W. Starr 
Chief, Source Technology and Economics Branch 
Division of Power Supply and Reliability 
Economic Regulatory Administration 
Department of Energy 
Room 4002, 2000 M Street, N.W. 
Washington, D.C.. 20461 

Dear Mr. Starr 

Pursuant to your letter of May 22 relative to problems that small utilities 
are facing in complying with the Power Plant and Industrial Fuel Use Act of 
1978 (FUA), the following comments are respectfully submitted and may be of 
interest and of some value to the Department of Energy. 

The Empire District Electric Company (the Company) has experienced a steady 
decline in demand rate of growth in recent years; relatively high increases 
in demands from 1970 to 1974, moderately increasing demands from 1975 to 1979, 
with a lesser demand increase anticipated in the period 1980 to 1985. The 
variance in demand during the decade of the seventies created consistently 
moving targets for power plant capacity installation. These variances in demand 
were generally experienced by most all electrical utilities in this time frame. 
Astronomical increases of plant investment requirements per unit of new capacity 
were coupled with the relatively high increases in demand in the early seventies, 
and the lesser demand increas.es in later years, 1975 to 1979. It should also 
be noted that the economy of scale differences in dollars per kilowatt installed 
were substantial in the seventies. 

Other factors that made planning difficult for the Company, not necessarily 
in their order of priority, were as follows: 

1. The elimination of construction Work in Progress (CWIP) from the rate base. 

2. Poor regulatory climate with respect to adequate and timely rate relief. 

3. Additional investment requirements caused by increased social and political 
emphasis on environmental concerns. 

4. Elimination of the Fuel Adjustment Clause in Missouri. 

5 .  The effect of inflation on fuel, operational expense, and normal construction 
programs. 

6. The Clean Air Act Amendments of 1977. 
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7. ' The Reclamation Act of 1978. 

8. The Fuel Use Act of 1978. 

9. The Natural Gas Policy Act of 1978. 

10. The oii embargo of.1974 and the resultant effect on fuel prices, both 
foreign and domestic. 

11. Price elasticity with respect to customer consumption. 

12. The adjustment of our customers' priorities relative to the allocation of 
their dollars spent for the necessities of life. 

13. '!he high cost ot money for plant investment, and the subsequent reluctance 
on the part of some investors to invest in the Company due to an inadequate 
rate of return on equity. 

14. The continually increasing requirements by both State and Federal regulatory 
authorities on management and staff time. 

All of the aforementioned provided a planning atmosphere in the seventies that 
was continually changing. In essence, what you planned for in one year would 
not necessarily be the. most optimum plan in the succeeding year. 

As the Department of Energy realizes, the lead times for coal burning plants 
increased in the seventies from three years to seven years, and increasing 
inflationary factors made it almost impossible to predict what the cost of new 
plant capability would be at the end of this seven year period. Small utilities 
such as the Company were placed in a position that due to the high cost  per unit 
of new capacity installed, the most optimum program was to look at combustion 
turbines to cover the required system reserve margins, as well as peaking and 
emergency capacity when base load capacity was not available. 

In the late sixties the Company investigated fuel supplies, determined at that 
time that there was no real adequate assurance of natural gas supply, and in- 
stalled a 200 megawatt mine-mouth coal burning plant which was placed in operation 
in 1970. In 1977 the Company converted, on a voluntary basis, two of its largest 
and most efficient units (prior to 1970) from natural gas burning to coal burning. 
In 1978 the Company installed a 90 megawatt light oil burning comhustrion turbine 
to meet anticipated future needs at the lowest possible cost, realizing the fuel 
component per kilowatt-hour would be high but the investment cost per kilowatt 
would be low. Initial planning on this unit started in 1974. 

A second 90 megawatt unit was also planned to go into operation in 1980. This 
unit was deferred when it was determined through economic studies that the Company 
could participate in a 650 megawatt western coal burning unit that was under 
construction by the Kansas City Power & Light Company. The Company owns a 12% 



Mr. Alan W. Starr 
June 5, 1980 
Page,Three . . 

undivided interest in this plant (78 megawatts) which became commercial in May 
of this year. The second combustion turbine, having been committed for in-1976,. 
is on site and will be installed in 1980 and made available for the 1981 summer 
peak load. 

During the mid-year 1979 and 1980 the Company lost 61 megawatts of hydro plant 
capability which originated from hydro electric plants operated by the South- 
western Power Administration. This hydro peaking power was lost to preferential 
customers, and it was necessary for the Company to plan for the lowest cost 
replacement capacity which resulted in the installation of the combustion turbines. 
The Fuel Use Act of 1978 had a definite effect then on the Company's ability t a  
burn oil on the existing 90 megawatt unit (commercial in February, 1978) and 
since the commitment had been made for the second unit, it was necessary to have 
both units classified as "existing" rather than "transitional" as they were 
originally classified by the Department of Energy. The Economic Regulatory 
Administration did effectively deal with the reclassification of the two combustion 
turbines from "transitional" to "existing." We have petitioned the Economic 
Regulatory Administration to substitute natural gas for the light oil requirements 
on the combust ion turbines. 

Due to the fact that new capacity is extremely costly the Company has re-evaluated 
present gas-oil burning capability. In addition to the combustion turbines, the 
Company has approximately 50 megawatts of gas-oil burning capability, and a 
determination has been made not to retire this capability. This determination 
was made because of the present cost per kilowatt of both new base load and new . 
peaking capacity. Because of the adverse effect on the rate structure, it would 
he an injustice to our customcra to retire gas and oil burnlng capacfty in these 
times of economic distress. 

During the years 1974 to 1976 inclusive the Company experienced its lowest con- 
sumption of natural gas, but the FUA bases the maximum amount of gas. the utility 
can burn on the average amount burned during the years 1974 to 1976 inclusive. 
This was a time of relatively high oil burning for the Company because natural 
gas was not made available for the winter months, or for burner stability and 
start-up purposes. The demand on the gas-oil burning units during 1974 to 1976' 
was either purchased or generated by oil and small amounts of gas on a weekly 
allocation. An extremely rigid curtailment plan was instituted by the Company's 
gas supplier, Cities Service Gas Company,during this period. Still, the Company 
has to rely upon this number and our temporary public interest exemption (which 
may not be effective after 1985) for future gas burning capability and related 
emergency generation. The Department of Energy should realize that one broad 
basic law cannot be applied to all utilities without creating hardships and 

. . 
poor economic perf0rmance.b~ the utility industry. 

The Company believes strongly that we must reduce our oil consumption. We concur 
that this is in the national interest and can be in the interest of our consuming 
customers if the Fuel Use Act will first back the oil out of utility systems 
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where p o s s i b l e ,  and l e t  u t i l i t i e s  such a s  t h e  Company burn n a t u r a l  gas i n  o r d e r  
t o  main ta in  t h e  use  of t h e  e x i s t i n g  gas-o i l  burning c a p a b i l i t y .  I n  o t h e r  words, 
i t  i s  be l i eved  t h a t  t h e  s imultaneous backing-out of o i l  and n a t u r a l  gas  i s  no t  
i n  good judgement and i s  c e r t a i n l y  no t  economically f e a s i b l e  f o r  smal l  companies 
such a s  ours .  

Under t h e  Natura l  Gas Po l i cy  Act,  t h e  de regu la t ion  of gas and t h e  i n p u t  of i m -  
po r t ed  gas from Mexico and Canada w i l l  n a t u r a l l y  have a dep rec i a t ing  e f f e c t  on 
t h e  hurning of gas i n  power p l a n t  b o i l e r s .  A s  t h e  gas p r i c e  i n c r e a s e s ,  t h e  
Company w ' i l l  t u r n  t o  more c o a l  burning,  i f  i t  i s  p o s s i b l e  t o  o b t a i n  new capac i ty  
by p a r t i c i p a t i o n  wi th  o t h e r  e l e c t r i c  u t i l i t i e s .  Small companies, and a number 
of l a r g e  companies a l i k e ,  can no longer  a f f o r d  t o  b u i l d  s i n g l e  c o a l  burning 
e l e c t r i c  genera t ing  f a c i l i t i e s  independently.  Therefore,  a l l  f u t u r e  s t u d i e s  
should be on a " j o i n t  use" b a s i s ,  and aga in ,  t iming i s  very  important  f o r  t hese  

11 companies p a r t i c i p a t i n g  i n  a j o i n t  use" p l a n t .  Premarure rrmuval of gas 'Lurniag 
f a c i l i t i e s  w i l l  be  a f u r t h e r  s t m ' b l i n g  'block FOP i n j e c t f u n  uf c u a l  burrlil~g capacity 
i n t o  t h i s  Company's and o t h e r  p a r t i c i p a t i n g  companies' systems. Proper  t iming 
of t h e  a d d i t i o n a l  c a p a b i l i t y  w i l l  be  e s s e n t i a l  t o  keep from ex tens ive  over- 
b u i l d i n g  wi th  r e spec t  t o  t h e  deliland curve,  which would impose a s eve re  burden 
on t h e  Company's customers w i th  r e s p e c t  t o  rates they  pay. 

The Company has examined t h e  Fuel  Use Act c l o s e l y  and has  s tud ied  t h e  proposed 
amended "back-out" l e g i s l a t i o n .  Under t h e  S t a t e  r egu la to ry  systems i n  which 
we o p e r a t e  i t  i s  necessary  t o  have our  p l ans  f o r  f u t u r e  power p l a n t s  approved 
under a C e r t i f i c a t e  f o r  Convenience and Necessi ty .  To combine t h e  back-out 
l e g i s l a t i o n  and have a l l  p l ans  approved by both Fede ra l  and S t a t e  agencies  is 
a two-step process  and f e l t  t o  be unnecessary and unworkable. The Company b e l i e v e s  
t h a t  w e  must p lan  e f f e c t i v e l y ,  bu t  planning twenty y e a r s  i n  advance i s  u n r e a l i s t i c  
a t  t h i s  t i m e .  We must, however, e s t a b l i s h  new benchmarks on t h e  demand curve s o  
t h a t  over-build does n o t  occur ,  which would g r e a t l y  i n c r e a s e  t h e  c o s t  t o  ou r  
cuotomers. 

The Company r e s p e c t f u l l y  submits a l l  of t h e  foregoing comments f o r  your s tudy  
and cons idera t ion .  P l e a s e . a d v i s e  t h i s  o f f i c e  of any ques t ions  you might have 
r e l a t i v e  t o  t h i s  s u b j e c t  mat te r .  

A. R. Puff i nba rge r  : c l h  
cc: M r .  R. C .  Al len  

General F i l e s  
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PHONE ( A R E A  a t e )  722-2041  

G. B. OSTROSKI June 6, 1980 
Director of Planning 

Mr. Alan W. Starr 
Chief, source ~ e c h n o l o ~ ~  and Economics Branch 
Division of Power Supply and Reliability 
Economic Regulatory Administration 
Department of Energy 
Washington, D.C. 20461 

SUBJECT : Small Utilities Study 
Powerplant and Industrial Fuel Use Act of 1978 

Dear Mr. Starr: 

Minnesota Power & Light Company (MP&L) and its wholly-owned subsidiary, 
Superior Water, Light and Power, with a 1655 MW electric generating capability, 
own two oil burning power plants. The M:L. Hibbard Plant is composed of four 
units with a total nameplate capacity of 124 MW. The two Winslow units total 
25 MW. In addition, MP&L owns four units that require a coal/oilmix to achieve 
full nameplate capacity. 

We are unsure as to whether the authority of the Secretar.~ to prohibit excessive 
use of mixtures under the FUA would apply to our use of coal/oilmixes. The 
four units that presently use a coal/oil mix were originally constructed to burn 
Illinois high-sulphur bituminous coal. To lower energy costs and decrease the 
impact on the environment, MP&L switched to Western low-sulphur sub-bituminous 
coal. It is not possible to achieve full nameplate rating with the Western coal 
because'of a lower heating value, therefore, oil is mixed with the coal when it 
is necessary to go from about 85% of capacity to full load. MP&L requests that 
coal/oil mixtures used for "topping" such as has been described not be prohibited. 
Prohibition would force MP&L to construct new generating capacity'or revert to 
burning high. sulphur coal; both alternatives would be a tremendous financial 
burden for the Company and its customers; furthermore, reconversion may no longer 
be possible under present and proposed environmental restrictions. 

The Hibbard and Winslow plants, both located in urban areas, were originally 
constructed as base-loaded coal-fired power plants. At government prodding 
the units were converted to cleaner burning oil; the costs of conversion'were 
borne by our customers, the environmental benefits accrued to all. Now, hardly 
ten years later, the government, through the FUA, is threatening to require an 
expensive reconversion to coal. What guarantee i's there that 'anothex conversion 
is not ten years into the future? It is extremely difficult for'MP&L to con- 
tinuously raise huge amounts of capital; it is also extremely dTfficult to 
justify and expect that the consumer should pay for the multiple conversion when, 
in essence, they have not received any addftional product for their money. The 
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. . 
FUA states as its intended purpose the reduction of petroleum imports as a 
method of preserving the national security. MP&L humbly submits that if 
conversion of units is required for national security, then Congress should 
allocate full funding for each and every required reconversion including 
licensing costs. If a reconverted plant could not be licensed because of 
environmental constraints, Congress should allocate funds to replace the. 
lost capacity. Neither the small utility, nor its handful of customers should 
have to bear the financial burden of an Act that will benefit the nation as a 
whole. 

MP&L1s two oil-fired plants are presently used as peaking units. However, to 
declare the units as peaking units under the definitions of the FUA would 
s~ve .re ly  restrict future operating flexibility. If capacity deficiencies 
occur in the future, peaking unit status would l~llifbir reliable service to our 
ri~stomeXs, MP6L requests that multiple exemptions be permitted so that the . 

'small utility has to prepare and argue one case only. 

To obtain any exemption, the burden of proof resides with the utility. Analysis, 
documentation and preparation require the conunitmefit of substantial manpower to 
an effort with no known level of success. Therefore, to minimtze expenses, MP&L 
started investigating the potential for using both unusual fuels and unusual 
technologies at our oil burning plants. This is becoming a time-consuming and 
costly process. Only the largest utilities have the political clout and the 
sophisticated expertise that enables them to gain government grants, loans, 
etc. for such research. MP&L requests that Congress allocate funds for such 
research. 

MP&L is strongly interconnected with other utilities (both larger and smaller). 
Planning and operating of the interconnected system is coordinated through the 
Mid-Continent Area Power Pool (MAPP) and the Mid-Continent Area Reliability 
Coordination Agreement (WCA). In ttlc interest of saving time and money, MP&L 
requests that the FUA make provisiorl for the Power Pool.to request public inter- 
est and reliability of service exemptions for any or all oil and gas burning 
power plants within the Pooling area. Giving recognition to otrong intercnn- 
nections, pool diversity, etc., EP&L could probably not say that an individual 
plant was needed for reliability of service. However, if capacity is lost on 
a piecemeal basis and not replaced because small utilities cannot raise the 
capital to build or join in the building of today's very expeubivc capacity, th@ 
Pool and all its member utilities could quickly discover that the electric system 
as a whole had become unreliable. 

Our final comment has to do with the conflicting requirements of state and federal 
agencies. Unless MP&L can, in some way, secure an exemption, the FUA mandates the 
M. L. Hibbard plant be reconverted to coal or an alterna~e fuel. Currently, the 
Minnesota Pollution Control Agency (MPCA) is citing the plant for violating opacity 
standards by burning !I6 fuel'oil and urging MP&L to burn the cleaner neutral gas 
or /I2 fuel oil. Obviously, MP&L cannot satisfy both the DOE and the MPCA. MP&L 
requests that DOE and Congress spell out a clear national policy as to what issue 
takes precedence and which agency has final authority in resolving the conflict 
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over whether a given unit should burn coal to preserve our limited petroleum 
resource or burn oil to limit further environmental degradation when a plant 
is located in a sensitive area. Obviously, a small utility cannot settle the 
dispute between national security advocates and environmentalists. Yet, by 
abdicating their responsibility, Congress has placed an impossible burden on 
the small utility. To try and seek a compromise between the two agencies in 
the above example, MF'&L is viewed on the one hand as un-American for not 
switching to coal and as anti-environment for not switching to /I2 fuel oil 
or natural gas. Neither MP&L, nor any other utility, can successfully resolve 
this issue. 

Verjl truly yours, 

,' 
' G. B. Ostroski 
Director Planning 

GBO: am 
COPY : J. F. Rowe 
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Washington, D. C. 20461 

RE Snaall U t i l i t i e s  Problems i n  Ccanplying with ;the 

Powerplant and Industrial meL U s e  A c t  of 1978 (FUA) 

Dear m. S t a x :  

M i s s m i  Ut i l i t i es  Company offers the following carmnents concerning 
the referenced subject. 

Missouri Ut i l i t i es  Corrq?any is a s m a l l  investor owned u t i l i t y  engaged 
in the generation, purchase and sale of e lect r ic  energy and the purchase 
and sale of natural gas within the State of Missouri. The cmpany also  . 
provides water service i n  the C i t y  of Cape Girardeau, Missouri. As of 
December 31, 1979, the ccanpany rendered e lect r ic  service .to 58,527 r e t a i l  
customers and sold e lect r ic  energy a t  wholesale t o  four cities. 

The,Missouri U t i l i t i e s  Ccanpany purchases i n  excess of ninety-nine 
percent (99%) o f t h e  e lect r ic  energy it sells. The ccanpany only has 
remining t m  p e r  plants which are normally utilized about 100 hours per 
year. The one plant consists of two  1 megawatt diesel generators which , 

are seldon uti l ized and the other plant ?consists of 33 megawatt natural 
'gas f i red turbine generator. 

Tne ccrmpany normally only uses the,gas turbine generator for summer 
peaking; a d  t len  usually less  than 100 hours per year. Fuel for the turbine 
generator is natural gas the mpany  has m m l l y  purchased on a "take or pay 
basis" from our wholesale pipeline supplier and is  l e f t  over a f t e r  the 
w i n t e r  heating season. There is presently no known supply of alternate 
fuel  o r  equipent o r  canbination of fuel and equipent which would enable the 
gas turbine generator t o  permanently comply with the Fuel Use A c t  (F'UA) . 
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Aside f r m  the very fact  of the existence of the prohibitions, our main 
problem with the. FUA is that  it seems to block entirely any use1 of the gas 
turbine on or  a f te r  January 1, 1990. The rules list several possible reasons 
for t~$ich exemptions f r m  the prohibitions may be granted. A t  f i r s t  
glance, it .might appear that  a t  least three of these might be promising 
for us. These'are: 

, 1. Lack of an alternate fuel 
2. For emergency purposes 
3 .  For peaking purposes. 

However, various conditions attached t o  these provisions seem to rule out 
thei r  availability to us. 

A t  present there is no known alternate combustion fuel  available for 
use in 'the turbine, except that it, is possible t o  convert it to o i l .  A t  the 
present t ime  this is not a viable alternative, since there is an even 
greater urgency t o  r e s t r i c t  the use of o i l  i n  p e r  generation. In addition, 
e lect r ic  power is included i n  the definition of "alternate fuel" a s  used 
in the Act. This would seem t o  eliminate exemption on the grounds of no 
alternate fuel supply, as  long a s  replac-t p e r  can be purchased. 
During t l e  summer peak,replacement purchased power may very well be from 
exempted o i l  or  natural gas generation and the company's crwn less  expensive 
"take or  pay" riatural gas could go unused. 

Exemption for the reason of emergency use or for  peaking purposes 
requoires certification that  the plant is  used only for that one purpose. 
Our present situation does not perinit such a certification. Even though 
m ~ l y  we could canply, we are  obliged t o  use the turbine for either; 
or  both, purposes a s  conditions require. 

The restr ict ion on the amount of gas which can be burned between now 
ard January 1, 1990 could be a serious problem t o  us under certain.  
circumstances.. The terms of the Act,  coupled with our pattern of use of . 

the turbine in  recent years l i m i t  us t o  about 100 hours use p e r .  year. 
.Under conditions which we consider normal for th i s  time, that  seems t o  
be adequate. Hawever, it might not be sufficient for our .needs i n  sane 
enagency v~here we might very well have t o  run the turbine i n  event of sane 
apparatus failure. In such a case, the increased use of gas would be 
negligible a s  concerns the national supply, but we  are still denied its 
use under the Act. 

These sorts  of situations m y  not be c m o n  to the entire industry. 
They may not even .be c m o n  to s m a l l  u t i l i t i e s  a s  defined in the l e t t e r  
f r m  DOE. However, they do exis t  for us, a1-d they do have the potential 
for  causing us serious problems. 

I 

We appreciate t h i s  opportunity t o  cmnent on our rea l  problems with the 
Fuel Use Act and hope these di f f icul t ies  can be alleviated by changes either 
in the,regulations or  i n  the Act  i t se l f .  

Very truly yours, 
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Chief, source. Technology and 

Ecanmfcs   ranch . ' 

Division' of! '  POW^?' Supply, and 
Re l iab . i l i ty  

Econ~mic.  ~ e ~ h l a t o i ~ .  Administration 
2000 'Me, ~ t r a e t ' . ~ .  W,. , Rdolg' 4002 
Waohibgton, PC 20461 

Dear Mr. S t a r r :  . .  

$ubject:  smail .  ~ t i i i t i e i  Study 

I 'a, pleased' t o  .have.'.the' opportunity t o  :&ihi;t cdmments on dmpl$.&e 
problems wi th .  the '  Powetplant and ' ~ n d u s t ~ & a l  Fuel '  Use Act o f '  1978, as 
l t  a f f e c t s .  P U ~ ~ P C ,  $ e m i c e  Company of ' Neer' 'Mex5co . [PNM) . :Overall; PNM 
i s  a n t t c i p a t l n g  l t t t l e ,  d & f f i c u l t y .  in  neet rng the '  a c t ' s '  requfrements. 

Durfng the.. 'early 1960s,, PNM recognized' n a t u r a l  gas a n d ' o i l  were htgh 
q.uality..r~sou2c.&s .whose. demand 'and, p r i c e  would tncrease . . s teadQy,  'yet' 
weke . resources whose domestic supply would be  exhausted' i n  , fu tu re  
.years , Because iniriilai,zing dependence on h i g h  cos t  . f u e l  resources 
made -good economic sense,  PNM 'set a ' goa l  t o .  reduce.  i t s .  u t i l i z a t i o n : ,  
of o i l .  and gas t o .  a low level.. To 'achieve t h i s ,  - a m i ~ l t i - b i l ~ i ~ n  . : 
d o l l a r  const ruct ion program was' Tmplemented . t o ' ~ h u ~ l d  u n i t s -  uciiiiXng . 
more. abundant ,.. less. .c is  tly f u e l s ,  , Working c l o s e l y  with khe' ~ e w '  ~ e x i c o  
Publ ic  seemice;  C m j s s + o n '  has  .helped' a s sure  t h a t  .adequate ra te . .  r e l i e f  
.wlis' avai ' lable , t o  meet' const ruct ion c a p i t a l ,  requik&&etits - without . gwern- 
mental subsidies .  

1n = 6 n ~ l u s i o n ,  by ih6'  time. t-he'b.a* on t h e  use  of n a t u r a l  gas takes'. . 
e f f e c t  i n  1990; it. is' an t i c ipa ted '  t h a t  only two t o  three',.percent .of ' 
the ' -  e l e c t r i c a l  energy . . generated by' PNM w i l l  : u t i l i z e :  o i l  and gas as the" 
f u e l  source. ' ,Therefore, ' w e  do not  fo resee ' . a  requirement t h a t  l e g i s l a -  

' ,tive, o r  r e g u l a t o r y .  changes a r e  warranted f o r  PNM' s compliance wAth. the '  
act  ,. ~haiik.  you ,again ' f o r '  the '  opportunf t:y t q  provi'de comments on t h i s  
' important sub jec t ,  

Sincerely,  
, , 

, .. D, .. Geis t lP-- 
SFA: aks 



Cup,er Peninsula Power e o m p o n y  
. . 

CIifion F. Rose" June 25, 1980 

Mr. Alan W. Starr, Chief 
Source Technology and Economic Branch 
Division of Power Supply and Reliability 
Economic Regulatory Administration 
Department of Energy 
Washington, D. C. 20461 . , 

Dear Sir: 

Your'letter requesting response from small electric utilities 
regarding the Power Plant and Industrial Fuel Use Act of 1978 (FUA) 
arrived at our offices.on May 27. It was not'possible to prepare.our 
comments by the June 6, 1980 deadline. T am forwarding comnents at 
this time to illustrate this Company's concern and also in the hope 
that they will be of some help to the study group, even though they 
are late. 

It is our understanding that FUA allows the Secretary of ~ n e r g ~  
to prohibit, by order, the use of petroleum in certain existing power plants 
and restricts the increased use of petroleum by certain existing power . 
plants, unlcss a permit is ordered by the Secretary authorizing such use. 

. . 
Upper Peninsula Power Company operates in the Upper peninsula . 

of Michigan, offering electric.service to about 42,000 customers at the 
retail and wholesale-for-resale level. The Company's long-range planning 
strategy includes providing electric energy to its customers from coal-, 
fired generating facilities within the service area, from f inn ,power and 
energy sources outside of the service area,.and from oil-fired gas turbines 
strategically located in the service area. 

Oil-fired gas turbines offer a low capital-cost means by which 
emergency and peaking energy can be maintained. We strongly believe in 
the reduction of the use of petroleum as a primary source of fuel for the 
production of electric energy; however, we also believe that extreme 
caution should be exercised in the pr.ohibition of its application for 
production of peaking or emergency energy requirements. 

As this Company takes steps to gain access to large power plants 
in an effort tu minimize our fixed costs and fuel costs, we expect to 
purchase energy from sources well outside of our service area. This energy 
will be transmitted over substantial distances on our transmission 
facilities and the transmission lines of other utilities. We do business 
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i n  a s p a r s e l y  populated a r e a  cons iderably  n o r t h  of t h e  bus ines s  c e n t e r s  of 
L'ower Michiganand Wisconsin. We do no t  enjoy t h e  luxury of a  major t r ans -  
miss ion  network over which t h i s  energy may be purchased. The r e l i a b i l i t y  
of t h e  a v a i l a b l e  t ransmiss ion  l i n e s ,  i n  some cases ,  i s  l i m i t e d  and construc-  
t i o n  of suf  f  i i i e n t  t ransmiss ion  f a c i l i t i e s  t o  i n s u r e  reasonable  r e l i a b i l i t y  
cannot be supported by t h e  customers i n  t h e  a r e a .  

P a r t  of our  long-range s t r a t e g y  f o r  ob ta in ing  a  reasonably r e l i a b l e  
energy source  f o r  ou r  customers must, t h e r e f o r e ,  i nc lude  emergency- and 
peaking-generat ion sources,. The Company's planned r e l i a n c e  on o i l - f i r e d  
gas  t u r b i n e s  w i l l  be  l i m i t e d .  Our r e l i a n c e  on o i l  may i n c r e a s e  unexpectedly 
a t  any t i m e ,  however, a s  our  ,customers1 energy h a b i t s  change o r  a s  unplanned 
loads  develop. We make every reasonable  e f f o r t  t o  f o r e c a s t  l oads  accu ra t e ly  
and t o  make p rov i s ions  f o r  s e rv ing  those  loads .  I n  s p i t e  of t h e s e  e f f o r t s ,  
i nqu i r i e ' s  ' regard ing  s i g n i f i c a n t  new i n d u s t r i a l  l q i d s  i n  our  s e r v i c e  a r e a  
s u r f  ace  w i t h  alarming frequency. s e r v i c e  t o  i n d u s t r i a l  f a c i l i t i e s  i s  v i t a l  
t o  t h e  l o c a l  economy, y e t  t h e s e  i n q u i r i e s  a r e  seldom made w i t h  s~ i f f i c i enr  
advance n o t i c e  t o  enable  our  Company t o  i nc lude  them i n  our  planning cyc le .  
Oftent imes,  t h e  only r e a l i s t i c  way i n  which energy can be  provided on time 
i s  through the  temporary use  of o i l - f i r e d  gas t u rb ines .  

I r e s p e c t f u l l y  r eques t  t h a t  t h e  s tudy  group cons ider  c a r e f u l l y  
t h e  extreme importance of l i m i t e d  short- term u t i l i z a t i o n  of o i l - f i r e d  

I gene ra t ing  equipment a s  an expedient  t o  provid ing  energy t o  new loads  
which cannot be incorpora ted  i n  t h e  long-range planning of any smal l  
u t i l i t y .  I f e e l  t h i s  is  p a r t i c u l a r l y  important  i n  t h i s  Company's s e r v i c e  
a r e a  because it i s  s p a r s e l y  populated and t h e  t ransmiss ion  networks 
se rv ing  t h e  a r e a  a r e  not  s u b s t a n t i a l .  

The Upper Pen insu la ,  bounded by Lake Super ior  on t h e  n o r t h ,  i s  
p r e s e n t l y  in te rconnected  w i t h  l i m i t e d  138-KV t ransmiss ion  l i n e s  sou th  t o  
t h e  S t a t e  of Wisconsin. There is  c l e a r l y  a need f o r  a d d i t i o n a l  f a c i l i t i e s  
i n  t h e  nea r  f u t u r e .  The c o s t  of t h e  r equ i r ed  f a c l l l t i e s  which must Le 
supported by t h e  Upper Peninsula  r e s i d e n t s  i s  c l e a r l y  an  impediment t o  agres-  
s i v e  development. We a r e  working toward t ransmiss ion  development lu all 

economically r e spons ib l e  manner and, when s u c c e s s f u l ,  we w i l l  be  a b l e  t o  
p a r t i c i p a t e  i n  l a r g e  power p l a n t  p r o j e c t s  w i th  neighboring u t i l i t i e s .  Any 
a c t i o n  by the  Congress which a p p r o p r i a t e l y  encourages t h e  c o n s t r u c t i o n  of 
t r ansmis s ion  f a c i l i t i e s  should be considered i n  t h e  i n t e r e s t  o i  t h e  i n t e n t  
of t h e  I n d u s t r i a l  Fuel  Use Act of 1978. 

Respec t fu l ly ,  

C. F. Rogers 
Chairman of t h e  Board 

and P res iden t  
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P u b l i c  Hearing Management EXECUTIVE VICE PRESIDENT 

Economic Regulatory Admin i s t r a t i on  ' . 
Depar.tment of Energy 
Room 2313 
2000 M S t r e e t ,  N.W. 
Washington, D.C. 20461 

S u b j e c t :  Powerplant and I n d u s t r i a l  Fue l  Use Act of 1978 
Docket No. ERA-R- 78- 19 

Gentlemen: 

Smith and G i l l e s p i e  Engineers ,  I n c . ,  is  a d i r e c t  succes so r ,  wi thout  change i n  
management, t o  t he  f i r m  of Smith and G i l l e s p i e  Engineers ;  Smith and Gi . l lesp ie  
Engineers ,  Inc . ,  and i t s  p redeces so r  have engaged i n  t h e  g e n e r a l  p r a c t i c e  of 
eng inee r ing  f o r  _mark than 39 y e a r s .  During t h i s  t ime,  t h e  f i r m  has  been e s p e c i a l l y  
a c t i v e  i n  providing s e r v i c e s  t o  munic ipa l  e l e c t r i c  u t i l i t i e s ,  i nc lud ing  a  number of 
sma l l  gene ra t ing  u t i l i t i e s .  

A s  used i n  t h i s  l e t t e r ,  t h e  term "small" i s  much more r e s t r i c t i v e  than  t h e  term a s  
used i n  t he  Powerplant and I n d u s t r i a l  Fue l  Use Act of 1978. A l l  o f  t h e  g e n e r a t i n g  
systems a r e  l e s s  than 150 megawatts i n  c a p a c i t y .  

The comments i n  t h i s '  l e t t e r  a r e  a p p l i c a b l e  n o t  on ly  t o  t h e s e  u t i l i t i e s ,  b u t  t o  o t h e r  
sma l l  u t i l i t i e s ,  r e g a r d l e s s  of ormershi?,  .~;.'nich p r e s e n t l y  provide  a h e a l t h y  
compe t i t i on  i n  t he  e l e c t r i c  u t i l i t y  i n d u s t r y  and whi.ch have proven t o  be a  b e n e f i c i a l  
f a c t o r  i n s o f a r  a s  t h e  i n t e r e s t s  of t h e  consumer a r e  concerned.  

These comments a r e  i n  responSe to. t h ~  rilles publ ichcd  i n  t h e  FEDERAL REGISTER, 
Volume 43 ,  NO.  223, F r iday ,  November 17,  1978. Unless  o therwise  i d e n t i f i e d ,  
r e f e r e n c e s ,  where c i t e d ,  a r e  t'o , pa rag raphs  o r  page numbers i n  t h e  aforementioned 

. . 
FEDERAL REGISTER. . . 

3 . . 

1. GENERAL : 

1.1 I n  view of  t h e  f a c t  t h a t  t h e  Act d e f i n e s  a  smal l  e l e c t r i c ' u t i l i t y  
sys tem a s  a  system which has  a  t o t a l  sys tem g e n e r a t i n g  c a p a c i t y  of l e s s  t han  2,000 
megawatts,  and these  comments a r e  based on systems of 150 megawatts . o r l e s s ,  i t  is, 
neces sa ry  t o  use and d e f i n e  a  term s p e c i f i c a l l y  cove r ing  u t i l i t i e s  of such s m a l l e r  
s i z e .  Therefore ,  f o r  purposes of t h e s e  comments, t h e  term "very sma l l  system" i s  
used t o  i d e n t i f y  systems wi th  a  t o t a l  sys tem g e n e r a t i n g  c a p a c i t y  of 150 megawatts o r  
l e s s  .. 

1.2 Systems of 150 megawatts o r  l e s s ,  very  s k i l l  systems a s  de f ined  
h e r e i n ,  have made, end should n o t  be  r e s t r i c t e d  from con t inu ing  t o  make, s i g n i f i c a n t  
c o n t r i b u t i o n s  t o  the' n a t i o n ' s  consumers of  e l e c t r i c  energy and t o  t h e  n a t i o n ' s  
bconomy a s  a  whcle. Very s m a l l  systems have in t roduced  a  s i g n i f i c a n t  compe t i t i ve  
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el&&nt i n  the  u t i l i t y  indus t ry  which has  been a  b e n e f i t  t o  a l l  consumers of e l e c t r i c  
> . energy,  n o t  j u s t  t o  t h e  customers of t h e  very small  systems. Because of t h e i r  s i z e ,  

they  a r e  denied the "advantages of sca le f ' ' and  the re fo re  must improve t h e i r  opera t ion 
i n  o t h e r  .ways i n  order . t o  remain competi t ive.  One of the  ways very  small  systems 
have made such improvements i s  t o  genera te  wi th  the  b e s t  f u e l  economy poss ib le  and 
t o  improve t h e i r  a b i l i t y  i n  t h i s  regard by opera t ing interconnected wherever poss ib le ,  
and more recen t ly ,  by e n t e r i n g  i n t o  agreements f o r  j o i n t  ownership of l a r g e r  nuc lea r  
or coal - fueled generating u n i t s .  

1.3 In  recen t  y e a r s ,  wel l  before  the  f e d e r a l  government ac ted t o  
promulgate r u l e s  and r e g u l a t i o n s  such a s  those  now under cons ide ra t ion ,  small  u t i l i t i e s ,  
i n d i v i d u a l l y  and in cooperat ion wi th  each o t h e r  and with l a r g e r  u t i l i t i e s ,  have 
en te red  i n t o  agreements whereby such smal l  u t i l i t i e s  can a v a i l  themselves of the  
b e n e f i t s  of nuclear and coal - fueled steam generat ion.  Nuclear and coal - fueled 
genera t ion  a r e  not f e a s i b l e  a l t e r n a t i v e s  i n  the  s i z e  increments which a r e  appropr ia te  
f o r  such very small systems. Generating systems of t h i s  s i z e  a r e ,  i n  genera l ,  ab le  
t o  u t i l i z e  increments of genetaclon i n  s h e s  of 25 megawattc or l e s s .  The r e a l i t i e s  
of p r e s e n t  day cosr,  nuL only f a r  sites and cquipment, but f o r  p r e l  iminary s t u d i e s  
and regu la to ry  f i l i n g s  which must be. s a t i s f a c t o r i l y  completed, e l imina te  genera t ing 
increments of such s i z e  from cons ide ra t ion  i n s o f a r  a s  nuclear  o r  coal - fueled u n i t s  a r e  
oncerned . 

1.4. It i s  only through cooperat ion of a  number of very small  systems o r  
of  such u t i l i t i e s  with one o r  more l a r g e r  u t i l i t i e s  tha t  such preferred a l t e r n a t i v e  
sources  inay be used t o  provide the .energy  necessary t o  genera te  the  e l e c t r i c i t y  
needed by such very small  systems. 

1.5 Although the  pre l iminary  s t e p s  f o r  such ind iv idua l  development may 
have been completed, and i n  a  number of cases  the development i s  w a l l  under way, the  
a c t u a l  a v a i l a b i l i t y  of such genera t ing capac i ty  may s t i l l  be a number of yea r s  o f f ,  
and i n  the  interim, the  very smal l  systems must maintain t h e i r  economic v i t a l i t y  i f  
t h e  con t r ibu t ions  which they w i l l  nake t o  the  development of such a l t e r n a t i v e  sources 
a r e  t o  become a  r e a l i ~ y .  . 

2. Beginning on Page 53975, "Division V ,  S p e c i f i c  Comments Requested ," 
of t h e  "APPENDIX: DRAFT KEGULA'I'URY ANALYSIS ," s o l i ~ i t s  commcnto "on any i s s u e  before 
tie r e a r h  a f i n a l  decis ion on these  r e g u l a t i o n s ,  not  only on the s p e c i f i c  i s s u e s  and 
a l t e r n a t i v e  proposals we enumerate below.'' References made i n  the paragtgphs' 
fo l lowing r e f e r  t o  the l e t t e r e d  subd iv i s ions  i n  t h i s  p a r t  of the  r e p o r t  un less  o ther-  
wise spec i f  i c a l l y  i d e n t i f i e d .  

2 .1  Reference Paragraph "A. Competition": The statement i s  made, 
"Regulatory schemes may tend t o  bu i ld  i n  advantages ' for  e x i s t i n g  and l a rge  f irms and 
t o  s t i f l e  competition f o r  new e n t r i e s  and expanding firms.  We s o l i c i t  comments on 
whether these  proposed regu la t ions  or  s e c t i o n s  thereof a r e  l i k e l y  t o  have adverse,  

e n e f i c i a l ,  o r  neu t ra l  impacts on competition." 
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2.1.1 The proposed regulations, if applied in the form proposed, and based 
on the criteria indicated in the FEDERAL REG~STER, would have an extrepely adverse ,. 

impact,on the existing viable competition provided by very small systems. 

2.1.2 For the most part, in virtually all cases, such very small systems, 
because of the characteristics of their generating equipment, site limitations, or 
other equally compelling reasons, have few choices as to fuel and may well have no . 

alternatives other than oil or natural gas as fuel. 

2.1.3 Because of their size, .very small 'systems are also limited as to .' 
types ~ f ' ~ r i m e  movers and sizes of, increments of generation which they may elect to 
use. The successful operation of a very small system demands the development of a 
well-designed master plan for incre,mental expansion matched to system growth. ' . 

Because of their size,.the margins within which such systems must operate are s-11 
and do not permit incurring even interim'non-productive capital investment or 
adminlstratkve, operating or maintenance expense ,to the same degree that could be .. 

incurred b,y a larger system. 

2.1.4 A successful master plan for a very small system must be tailored to 
the specific needs of the particular utility. It must recognize limitations on 
ncrements of capital investment and at the same time provide capacity adequate to 
meet the realities of load growth. For example, the construction of a large shopping 
center may well utilize a substantial portion of an increment of expansion of a very 
small system whereas it would be only a small part of the normal expansion of a 
larger system. In order to provide for optimum development, it may be necessary to 
provide capacity in the form of intermediate duty generation which would operate in 
base load duty for a limited time, accepting the resulting higher operating and 
maintenance costs as a trade-off for short term savings in fixed costs. 

2.1.5 However, both economic and reliability considerations demand that the 
master plan for continued expansion be followed based on reasonable application of 
scheduled investments of capital for programmed units of expansion. If it is not, the 
adverse effect on the economic and reliability vitality of the system is magnified. 

2.1.6 Under these circumstances, the only alternative such very small 
systems would have would be to purchase their power requirements. In many cases, 
under one possible application of the proposed rules, this could mean that the very 
small systems would be forced into purchasing from their'competition without any 
alternative. The history of the development of the electric utility industry is 
replete with examples of buy-out attempts and other anti-competitive practices under 
which a number of very small systems have been forced out of business when they either 
did not have or were not able to maintain viable alternatives to the purchase of 
electric energy from their competition. While'it is true that there has.been improve- 
ment in the cooperation between large and small utilities, the existence of 
anti-competitive practices has not been totally eradicated, as evidenced by cases 
'iled within the last ten years before the various regulatory commissions and in the 
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f e d e r a l  c o u r t s .  Fur the r ,  the  cooperation t h a t  does e x i s t  developed under circum- 
s t a n c e s  s u b s t a n t i a l l y  d i f f e r e n t  from the circumstances t h a t  w i l l  e x i s t  when the  
proposed r u l e s  become e f f e c t i v e .  It remains t o  be seen whether or  not  such a  
coopera t ive  s p i r i t  w i l l  cont inue under the s u b s t a n t i a l  adverse p ressures  which the 
proposed r u l e s  w i l l  impose on a l l  e l e c t r i c  u t i l i t i e s .  

2.1.7 The ant i -compet i t ive  pressures  on very smal l  systems which would be 
c r e a t e d  by the  proposed r u l e s  i n  t h e i r  p resen t  form a r e  not  l imi ted  t o  the 
r e s t r i c t i o n s  proposed on the  choice of f u e l s  and/or sources  of power supply. Because 
of t h e i r  s i z e ,  such very small  systems w i l l  be overwhelmed by the  c o s t  and manpower 
requirements t o  meet the  admin i s t ra t ive  demands ou t l ined  under the proposed r u l e s .  
Many of  t h e s e  very small  systems have only two, o r  a t  the  most, th ree  people, a v a i l -  
a b l e  t o  meet such admin i s t ra t ive  demands, and fo r  the most  p a s t r  they are' already 
overburdened t o  meet the repor t ing  requirements now i n  e f f e c t ' t o  s a t i s f y  l o c a l ,  s t a t e  
and f e d e r a l  agencies. 

2 . 1 . 8  Much has been sa id  and w r i t t e n  r e c e n t l y  concerning s i m i l a r  demands 
a s  imposed on small bus iness .  L i t t l e  a t t e n t i o n  has  been paid t o  the  demands placed 
on ve ry  smal l  systems which, i n  many cases ,  and e s p e c i a l l y  wi th  genera t ing u t i l i t i e s ,  
a r e  more severe  t h a n . t h o s e  imposed on the  average small  bus iness .  

2.1.9 These comments have a s  t h e i r  b a s i s  p r i m a r i l y  municipal e l e c t r i c  
systems. Such systems, by t h e i r  na tu re ,  a r e  forced t o  mainta in  a  competi t ive 
p o s i t i o n  wi th  t h e i r  l a r g e r  neighbors. Unless such very small  systems, by v i r t u e  of 
the  t a n g i b l e  and i n t a n g i b l e  b e n e f i t s  t o  t h e i r  customers,  a r e  a b l e  t o  maintain a 
compet i t ive  pos i t ion ,  they a r e  p a r t i c u l a r l y  s u b j e c t  t o  the  economic r e a l i t y  t h a t  
e i t h e r  they produce o r  be e l iminated.  For the  most p a r t ,  wherever poss ib le ,  such 
very smal l  systems opera te  in terconnected,  e i t h e r  with a r e a  .or r eg iona l  pools,  and 
i n  t h i s  manner not only promote the conservat ion of energy,  b u t  maintain t h e i r  
compet i t ive  pooit ion.  

2.1.10 The Department of Energy and the  Congress of the  United S t a t e s  have 
both  made c l e a r  t h e i r  concern t h a t  the  implementation of t h e  Fuel  Use Act not  reduce 
compet i t ion.  It i s  the re fo re  believed t h a t  the  f a c t  t h a t  such very small  sys.tems 
a r e  s o  g rave ly  impacted by the  proposed r u l e s  is  due t o  inadver tence  r a t h e r  than t o  
i n t e n t .  I n  a  number of ins tances ,  i t  i s  e i t h e r  s t a t e d  or,may b e , c l e a r i y  in fe r red  
t h a t  the  proposed r u l e s  a r e  based on c r i t e r i a  addressed t o  the  l a r g e  generati.ng 
systems and t h a t  separa te  c r i t e r i a  may wel l  be i n  o rde r  f o r  t h e  small g e n e r a t k g  
systems. It i s  evident  t h a t  i n  the case  of very small  systems, those  systems of 
150 megawatts or l e s s ,  t h a t  the  development of s e p a r a t e  and s p e c i f i c  c r i t e r i a  
addressed t o  the requirements of such very small  systems is .mandatory  i f  they a r e  t o  
con t inue  a s  a  competi t ive f a c t o r  i n  the e l e c t r i c  u t i l i t y  indust ry .  

2.2 Reference Paragraph "B.. Urban policy": 

2 .2 .1  Where very small  systems a r e  municipal ly  operated,  they a r e  genera l ly  
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a  s i g n i f i c a n t  f a c t o r  i n  the  l o c a l  economy, not  only i n s o f a r  a s  the municipal i ty  i t s e l f  
is  concerned, but  consider ing the ' t o t a l  economy of the  e n t i r e  se rv ice  area .  

2.2.2 I n  many c a s e s ,  such genera t ing p l a n t s  may we l l  be a  s i g n i f i c a n t  
employer i n  the  cormunity, and the  e l imina t ion  of such genera t ing p lan t s  would have 
an adverse e f f e c t  on employment i n  the a r e a ,  no t  only through the  e l iminat ion of 
jobs i n  the  generating p lan t  i t s e l f ,  but  the e l imina t ion  of a  market f o r  l o c a l  
'businessmen who provide goods and se rv ices  t o  such p l a n t s .  

2.2.3 . Many of the  p l a n t s  a r e  i n  a reas  where the  economy is f r a g i l e  and 
where d i s rup t ion  of such economy could have adverse e f f e c t s  on ind iv idua l s  who a r e  
a l ready economically disadvantaged. The consequences of such e l iminat ion would 
represen t  a  severe economic se tback t o  the  v i t a l i t y  of the  towns and c i t i e s  where 
such systems a r e  located.  

2.3 Reference Paragraph "C. F i l i n g  fees":  

2 .3 .'l The purpose of the proposed f e e s ,  t h a t  i s ,  t o  recover t o  the  extent  
p r a c t i c a b l e  the cos t  incurred by the  government i n  implementing the ana lys i s  required,  
is reasonable. However, the  proposed a p p l i c a t i o n  represen t s  a  d i s t o r t i o n  of economic 
. e a l i t i e s .  The magnitude of the  f e e s  i s  such t h a t  they represen t  a  d i s p o r t i o n a t e  

share  of the  cos t  of doing business  insofa r  a s  a  very smal l  system is  .concerned. The 
f i l i n g , f e e s  alone (not  counting the  c o s t  of preparing the,  f i l i n g s  themselves) could 
w e l l ' r e p r e s e n t  20 percent o r  more of the admin i s t ra t ive  budget of such very small  
systems. Data f i l e d  by the  American Public power Associa t ion provides,  i n  r e a d i l y  
i d e n t i f i a b l e  form, a  summary of such c o s t s  f o r  a  wide range of municipal systems. 

2.3.2 The expense of f i l i n g ,  inc luding the f i l i n g  f e e s ,  could well  
represent  a  de te r ren t  f a c t o r  t h a t  could prevent such very small systems from 
exerc i s ing  what would otherwise be t h e i r  r i g h t s ,  and could the re fo re  admin i s t ra t ive ly  
e l iminate  such very small  systems a s  a  v i a b l e  competi t ive f a c t o r .  

2.3.3 As expressed previously ,  separa te  c r i t e r i a  s p e c i f i c a l l y  addressed. t o  
the  requirements of such very small  systems i s  u rgen t ly  needed, and i n  the  development 
of such c r i t e r i a ,  s impl i f i ed  f i l i n g  procedures wi th  f i l i n g  , f ees  el iminated o r  scaled 
down t o  r e a l i s t i c  l e v e l s  must be considered.  

2.4 ~ e f e r e n c e  Paragraph "G. Def in i t ion  of u n i t s  wi th in  aggregat5ons": 

2.4.1 R e a l i s t i c a l l y ,  and based on precedent both  i n  Congressional a c t i o n  
and .in Regulation,  very small  systems, 150 megawatts o r  smalle'r,  should,  a s ' p r e v i o u s l y  
s t a t e d ,  be sub jec t  t o  separa te  c r i t e r i a .  I n  p repara t ion  of such cr i ter ' ia ,  considera- 
t i o n  should be given t o  such u t i l i t i e s  f o r  which the  proposed r u l e s  would be an 
unreasonable burden and where t h e  establishment of separa te  c r i t e r i a  would: have ' l i t t l e ,  
i f  any, impact on the  n a t i o n a l  i n t e r e s t  i n s o f a r  a s  o i l  and gas savings a r e  concerned. 
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' . 2.4.2 Under such c r i t e r i a ,  i t  i s  bel ieved t h a t  the  Ac t ' s  power p lan t  
d e f i n i t i o n  should b e  amended t o  provide t h a t  such c r i t e r i a  would apply t o  ind iv idua l  
u n i t s  of 25 megawatts r a t e d  n e t  genera t ing capac i ty  or  l e s s ,  o r  t o  any uni,t which is  
a  p a r t  of a  system with  a  t o t a l  n e t  genera t ing capac i ty  'of 150'megawatts or  l e s s .  

2.5 Reference Paragraph "H. Reconstruction o r  ' refurbishment of p'ower 
p l a n t s  and i n s t a l l a t i o n s " :  

2.5.1 I n  the  development of s e p a r a t c  c r i t e r i a  f o r  veky smal l  systems, 
' 

c a r e f u l  considera t ion should be given t o ' t h e  f a c t  t h a t  some a r e a s  of. the  country,  
such a s  F lo r ida ,  have s ta tewide genera t ing c a p a b i l i t y  t h a t  i s ,  f o r  the  most p a r t ,  
dependent upon n a t u r a l  gas o r  o i l  f o r  f u e l .  It i s  i n  the  n a t i o n a l  i n t e r e s t  t h a t  , 

where smaJl p lan t s  can be modified ( including such modif ica t ions  a s  would ' require  the  
a d d i t i o n  of ,more e f f i c i e n t  genera t ing u n i t s  u t i l i z i n g . o i 1  o r  n a t u r a l  gas a s  f u e l ) ,  
such modification be considered on the  b a s i s  of a c r i t e r i a  t h a t  yn~r ld  recognize t h a t  
.when a lce r t i a t e  sources of replacement energy would, of n e c e s s i t y ,  r equ i re  the  'use nf 
o i l  and n a t u r a l  gas a s  f u e l ,  and where such modif ica t ion would r e s u l t  i n  an o v e r a l l  
sav ing  i n  t h e  f u e l  required t o  produce the needed e l e c t r i c i t y ,  t h a t  such modifica- 
t i o n s  be f a c i l i t a t e d  r a t h e r  than handicapped. 

2.6 Reference Paragraph "I. Fuels  dec i s ion  report":  

. 2.6.1 I n  the  case of genera t ing u n i t s  where e x i s t i n g  technology, s i t e  ' 

r e s t r i c t i o n s  o r  o the r  r e a d i l y  i d e n t i f i a b l e  f a c t o r s  preclude considera , t ion of 
a l t e r n a t e  fuels  such a s  those c i t e d  i n  t h i s  paragraph, cons ide ra t ion  should be given 
t o  development of a  s impl i f i ed  f u e l s  dec i s ion  repor t .  

2.7 Reference Paragraph "J. Cost ca lcula t fons" :  

2.7.1 When one of the  a l t e r n a t i v e s  t o  be considered i s  purchased power, 
t h e  t r u e  c o s t  of providing purchased power should be the  b a s i s  f o r  considera t ion.  
This means t h a t  the purchase a l t e r n a t i v e  should be evaluated on the b a s i s  of the 
incremental  cos t  of  production of such power by the  supplying u t i l i t y .  

2.7.2 A s  c i t e d  i n  Paragraph 2.5.1, the  comparison of purchased power 
a l t e r n a t i v e s  must be  rea l is t i .ca1. l .y  weighted t o  ~ P v e  cans ide ra t ion  to the  impact on . 
t h e  use  of na tu ra l  gas o r  petroleum products i f  the  purchase a l t e r n a t i v e  i s  followed. 

2.7.3 I n  a d d i t i o n ,  where t h e  systems which would supply such purchased 
power a r e  faced with s i g n i f i c a n t  impact under a p p l i c z t i o n  of the  proposed r u l e s  
d iscussed he re in ,  the  comparison of the  purchased power a l t e r n a t i v e  must be required 
t o  recognize the impact of such c o s t ,  not  h i s t o r i c a l  o r  c u r r e n t  c o s t .  

2.7.3.1 This i s  a  f u r t h e r  reason why separa te  c r i t e r i a  must be es tablcshed 
f o r  the  'very small systems. I n  a  s t a t e  such a s  F l o r i d a  where the predominant . 

. x i s t i n g  generation is  fueled by n a t u r a l  gas o r  the  e f f e c t  on very small  
systems which must r e l y  f o r  a l l  o r  p a r t  of t h e i r  supp l i e s  on l a r g e r  systems whose 
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generat ion i s  pred.ominantly fueled by n a t u r a l  gas o r  petroleum cannot be f u l l y  
' 

determined u n t i l  the problems fac ing  the  l a r g e r  u t i l i t i e s  a r e  solved.  

2.7.3.2 Again us ing F l o r i d a  a s  an example, f u l l  cons ide ra t ion  must be given 
t o  t h e  c o s t  and problems of r e a l i s t i c a l l y  providing adequate s u p p l i e s  of a l t e r n a t e  
f u e l  t o  the  area. 

2.7.4 Paragraph "5.2. S u b s t a n t i a l l y  exceeds index" i n v i t e s  comments on ' the  
magnitude of the index and whether the same index should be used f o r  power p lan t s ,  
i n s t a l l a t i o n s ,  purchased e l e c t r i c  power, and f o r  t h e  genera l  and s p e r i a l  c o s t  t e s t .  

2.7.4.1 The paragraph s t a t e s  t h e  i f  "we (ERA) choose t q u s e  the  m e t h o d s t h e  
s p e c i f i c  r a t i o  se lec ted  a s  t h e  index w i l l  ,probably be between 1.3 and 1.8, but  a . 
higher  r a t i o  may f i n a l l y  be selected. ' '  The statement t h a t  "a h igher  r a t i o  may " 

f i n a l l y  be se lec ted"  negates  the e f f e c t  of the  statement t h a t  "a r a t i o  of 1.6 i s  used 
i n  these  proposed regu la t ions  f o r  i l l u s t r a t i v e  purposes." 

2.7.4.2 This i s  overshadowed, however, by the  f a c t  t h a t  the  minimum l e v e l  
c i t e d ,  1.3, i t  outs ide  of any reasonable l i m i t .  I n  view of the  widespread dependence 
on e l e c t r i c  energy by a l l  p a r t s  of the  n a t i o n ' s  economy, i t  i s  d i f f i c u l t  t o  imagine 
.ny more d i s rup t ive  in f luence  than t o  apply such . l e v e l s  of c o s t  comparison t o  the  

decision-making process t h a t  would determine how the  c o s t  of e l e c t r i c  energy w i l l  be 
impacted. 

2.7.4.3 As de t r imen ta l  a s  the e f f e c t  would be on the  e l e c t r i c  u t i l i t y  
indus t ry  and on the n a t i o n ' s  economy a s  a whole, the a p p l i c a t i o n  of such c r i t e r i a . t o  
the  very small systems of 150 megawatts o r  l e s s  would have a p a r t i c u l a r l y  devasta t ing 
impact, s ince  the decis ion could wel l  be a f f e c t i n g  increments of 30 t o  40 percent  o r  
more of the system's t o t a l  annual energy requirement. This f u r t h e r  underscores the 
need f o r  a separa te  c r i t e r i a  app l i cab le  t o  such very small  systems. 

2.7.4.4 I n  no case  should any index approaching 1.3 o r  h igher  be applied t o  
the  a l t e r n a t i v e  f o r  purchased power c o s t .  The c r i t e r i a  s t a t e d  i n  t h e  Act f o r  the  .. 
purchased power a l t e r n a t i v e  i s  "reasonable." Forcing a u t i l i t y  t o  purchase power a t  
l e v e l s  which would insure  the  d e s t r u c t i o n  of such a u t i l i t y  i s  completely.beyond the  
bounds of reasonableness. The in t roduc t ion  of such a standard i n  the  decision-making 
process would be d i s t r u p t i v e  i n  any business  and devas ta t ing  i n  the  e l e c t r i c  u t i l i t y  
indus t ry  which has a demonstrable d i r e c t  e f f e c t  on the  ind iv idua l  consumer and on 'the 
o v e r a l l  economy a s  wel l  a s  on the  v i a b i l i t y  of the u t i l i t y  i t s e l f .  

2.7.5 The a p p l i c a t i o n  of d iscount  r a t e s  a s  proposed i n  Paragraph 5.3.  w i l l  
adverse ly  a f f e c t  a l l  municipal systems, and e s p e c i a l l y  those  very small  systems of . 

150 megawatts or  l e s s .  The r u l e  should provide f o r  the  use of a discount  r a t e  based 
on the i n t e r e s t  r a t e  a v a i l a b l e  t o  t h i s  c l a s s  of u t i l i t y ,  and the  period of t ime'used 
should be t h a t  f o r  wh,ich f inanc ing  is  ava i l ab le .  I n  a d d i t i o n ,  i f  c a l c u l a t i o n s  a r e  ;. 

o be 'based on f u e l  c o s t s  t h a t  do not  include i n f l a t i o n ,  the  comparable c o s t  o f ,  .. . 
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money should be es tab l i shed  by d e l e t i n g  from the  r a t e  appl ied  i n  c a l c u l a t i o n  the  
i n f l a t i o n  f a c t o r  on a  c u r r e n t  bas i s .  

2.8 Reference Paragraph "L. Al te rna t ive  power p lan t  s i t e  - general  
requirement f o r  permanent exemption": 

2.8.1 This a l s o  provides an example why a  separa te  c r i t e r i a  must be 
developed f o r  very small  systems. The s i z e  l i m i t a t i o n s  app l i cab le  t o  such small  
systems preclude cons ide ra t ion  of any s i g n i f i c a n t  separa t ion  of genera t ing p l a n t s ,  
and economic and opera t ing cons ide ra t ions  both would d i c t a t e  t h a t  the  l imi ted  
i n c r e a s e s  i n  capaci ty  appropr ia te  t o  such systems should be located on e x i s t i n g  s i t e s  
wherever poss ible .  

2.3 Keference Paragraph "M. Terms and conditions": 

2.9.1 S p e c i a l  emphasis should be given t o  "requir ing the use  of e f f e c t i v e  
. f u e l  conservation measures which a r e  practicable and c o n s i s t e n t  with thp plirpnseq nf 

t h e  Act." I n  applying t h i s  r u l e ,  f u l l  considera t ion shsuld be given t o  prnpnsed  
development plans which w i l l  have a  b e n e f i c i a l  r a t h e r  than a  de t r imen ta l  e f f e c t  on 
t h e  o v e r a l l  consumption of n a t u r a l  gas or  petroleum products.  

2.10 Reference Paragraph 'IT. In termedia te  load exemption": 

2.10.1 The separa te  c r i t e r i a  which should be developed f o r  very smal l  
systems of 150 megawatts o r  l e s s  should give considera t ion t o  the f a c t  t h a t  such 
systems,  of necess i ty ,  can p a r t i c i p a t e  i n  nuclear  or  coal - fueled genera t ing u n i t s  
on ly  through cooperative ven tu res  with o the r  s y s t e m  and t h a t  t h e i r  a b i l i t y  t o  
d i v e r s i f y  sources i s  l imi ted .  The need f o r  such systems t o  maintain i n t e r i m  v i a b i l i t y  
by use of the  most e f f i c i e n t  base  load genera t ion poss ib le  must be recognized, a s  
must be the  f a c t  t h a t  such u n i t s ,  when phased ou t  of base load se rv icp  hy t h ~  rlcwclnp- 
rnent of j o i n t  venture nuc lea r  o r  coal-fueled p l a n t s ,  w i l l  be needed  t o  provide the inter-  
mediate and/or peaking power requirements under normal opera t ing  cond i t ions  and t o  
provide  a r e a  p ro tec t ion  when the remote plants  are out of s e r v i c e  f n r  maintenance o r  
o t h e r  reasons. 

3 .  . There i s  no argument a t  a l l  with the  b a s i c  premise t h a t  conservat ion 
of petroleum products and n a t u r a l  gas i s  e s s e n t i a l  t o  t h e  i n t e r e s t s  of a l l  and that 
emphasis must be piaced on those  developments which w i l l  optimize the use of 
a l t e r n a t i v e  fue l s .  I n  s t r i v i n g  t o  meet t h i s  goal ,  however, f u l l  cons ide ra t ion  must 
be g iven t o  the  f a c t  t h a t  t h e  a p p l i c a t i o n  of both manpower and c a p i t a l ,  a s  wel l  a s  the  
expendi ture  of funds f o r  t h e  admin i s t ra t ive  procedures, a r e  a l l  c r i t i c a l  considera- 
t i o n s  i f  reasonable development i s  t o  be insured. '  The imposit ion of r u l e s  which 
r e q u i r e  the  expenditure of d i s p o r t i o n a t e  amounts of c a p i t a l  investment, manpower, or  
o p e r a t i n g  and admin i s t ra t ive  funds w i l l  be counterprbductive and r e s u l t  i n  damage t o  
t h e  n a t i o n ' s  economy. 

4. Cer ta in  regions  such a s  F l o r i d a  where the  na tu re  of e x i s t i n g  
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genera t ion ,  the  l a c k  of a l o c a l  f u e l  source,  problems wi th  supplying c o a l  a s  f u e l ,  
and o t h e r  cons idera t ions  r e s u l t  i n  cond i t ions  which a r e  n o t  dup l i ca ted  elsewhere,  
r e q u i r e  s p e c i a l  a t t e n t i o n  i n  t h e  case  of a l l  e l e c t r i c  u t i l i t i e s ,  and bec'ause of the  
p o t e n t i a l  impact of t h e  r u l e s  proposed on the  l a r g e r  systems, w i l l  have an 
accentuated  e f f e c t  i n s o f a r  a s  the  ve ry  small  systems a r e  concerned. 

5. There a r e  ambigu i t i e s  as t o  the  s t a t u s  of c e r t a i n  types  of prime 
movers used by a number of very smal l  systems, such a s  i n t e r n a l  combustion engines.  
Comments on such i n s t a l l a t i o n s  a r e  handicapped by these  ambigui t ies  and by : the  f a c t  
t h a t  the  . c r i t e r i a  on which the  proposed r u l e s  a r e  based f a i l ,  i n  s o  many r e s p e c t s ,  

' t o  recognize the  r e a l i t i e s  of opera t ion  and development of very small  systems of 
150 megawatts o r  l e s s .  It is e s s e n t i a l  t h a t  sepa ra te  c r i t e r i a  be developed f o r  
such very  small  systems. 

Respec t fu l ly  submitted,  

J J B :  js 
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May 2 2 ,  1980 

Mr. Alan W. Starr 
Division of Power Supply and Reliability 
U. S. Department of Energy 
2000 M Street,  N.W. 
Washington, D. C .  '20461 

. . -  

Dear Sir: 

The following remarks a re  in response to the April 17,  1980 -Federal , . . 
I 

~ e c r i s t e r  notice regarding comments relative to Section 744 of the Powerplant 

and Industrial Fuel Use Act of 1978 (FUA) . Section 744 requires the Depart- 

ment of ~ n e r g y  (DOE) t o  conduct a study of FUA compliance problems experi- I 
enced by electric uti l i t ies with a total system generating capacity of less 

than 2,000 MW'. Our review of FUA a s  i t  impacts small  uti l i t ies concludes 

the following points. 

. The regulatory burden of FUA is considerable and could pose 

significant difficulties in the development of compliance 

strategies for small  ut i l i t ies .  ., . 

I . The FUA regulations restrict  the concept and promotion of 

power pooling. 
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. FUA discretionary fuel prohibitions impose a n  additional 

uncertainty on  small  utility decision makers and may negate 

their long- term planning effort. 

. Successful FUA unit exemptions seem s o  unlikely that small  

utility decision makers may conclude they cannot afford the . 

risk associated with this  compliance option. . . 

. The system compliance option exemption may not serve a s  a 
. . . . . ., . . - ' .  

viable compliance option to small uti l i t ies because of the 
. . unreasons ble time constraint imposed by FUA. 

. FUA will encourage the displacement of natural g a s  with o i l  

in powerplants where gas/oil dual firing abil i ty ex is t s .  

, . - .  . . . . . . . .. 
Based on these  observations,  we respectfully submit the following 

recomrnenda tions . 

. ERA should consider sponsoring FUA seminars explaining 

a l l  the regulatory requirements of the Fuel Use Act. 

. ERA should consider a "decision tree" format a s  a means of 
. . . . . , 

simplifying i t s  regulations . 

I 
I .  . . 

STONE & WEBST~R 
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. If FUA seminars and simplified regula,tions a re  not possible,  

ERA should consider providing small uti l i t ies with other means 

of a s s i s t a n c e  to achieve an  understanding of ERA programs. 

. . 

. ERA should consider the possible advantages of allowing 

power pool participants the  abil i ty to exchange or  transfer 

their individual g a s  volume al lowances,  under an  SCO 

exemption, to  other participants of the same power pool. 

. Investigate a power pooling compliance concept a s  a means , 

of reducing the regulatory burden of individual pool participants. 

. ERA should consider ways to reduce o r  eliminate the additional 

uncertainty assoc ia ted  with the discretionary fuel prohibitions. 

. ERA should consider reopening the SCO exemption option for 

small  utilities, 

. ERA should'  consider reducing exemption petition filing require- 

ments for small  uti l i t ieg.  

FUA Regulatory Burden 

The FUA represents a. substantial  body of new information regarding 

powerplant boiler fuel  constraints . FUA compliance requires powerplant 

owner/opera tors to co l lec t ,  structure,  study and understand these  require- 

ments.  The init ial  effort would have to  be increased to reflect the continuing 
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effort to follow interpretations and changes to the original FUA information : 

Should the regulations require five years to mature , the monitoring effort in 

each utility is. necessary for the same time span.  

Only af ter  powerplant owner/operators have achieved full understanding 

can  they properly identify the complete impacts of FUA 'regulation. Impacts 

a re  defined in relation to specific conditions and individual powerplant units. 

The collection or  development of historical powerplant unit fuel data represents 

considerable time and effort. The fuel data must be converted into standard 

units compatible with calculating the proportions required by the regulations. 

Only after this effort can owner/opera tors quantify specific .fuel prohibition 

impacts. 

The effort indicated above only provides a basis  for compliance, but 

not a strategy for compliance. ~ e v e l o ~ i n g  a strategy would require additional 

study . 
Stone & Webster Management Consultants,  Inc. feels  i t  is unieasonable 

to place such a burden on small electric ut i l i t ies .  Even i f  publication of the 

current regulations was simplified, small uti l i t ies would s t i l l  face major 

problems in a s ses s ing  impacts because they may not be ab le  t o  afford the man 

power to study completely the law and.  implementing ,regulations. 

We respectfully suggest this burden be removed or  a t  l eas t  reduced 

by ERA sponsored seminars on FUA compliance that would be open to the public. 
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In 'addition the regulations could be .reduced to a universal .format. such ' as  

"decision.~trees.  " The "decision tree" forma t - i s  an  accepted management 

tool and in many c a s e s  can greatly simplify complex and confusing i s s u e s .  " 

We urge ERA to undertake a campaign to provide owner/operators with a ' , .  

complete and clear  understanding of  these regulations . I 

Compliance Problems 
_ '  I - 

Power poolinq represents a proven concept in  the promotion of efficient 

and-rel iable  electric genera tion. ERA is committed to encouraging coordination 
. . .  

among the nation's uti l i t ies under Section 202(a) nf the Federal Power Act, 

ERA'S position is clearly defined in the following paragraph taken from 

Power Pooling: I s sues  and Approaches, U .S. Dept . of Energy, Economic 

Regulatory Administration, Office of Utility Sys tems, January 1980. 
, . 

"The U .S . Department of Energy's Economic Regulatory . 
. 

Administration (ERA) ha 6 begun a comprehensive program 
to encourage increased coordination among electric 
utility systems.  The primary objectives of this  program 
are  to s tabi l ize  or  possibly lower utility operating and 
capital  cos t s  and l e s sen  national dependence on imported 
O i l .  E m ' s  Off ice  of Utility Systems have been delegated the 
respurlsibility of developing and implementing the init iatives 
necessary to accomplish these objectives.  " 

. . . . . - 
At the present time the FUA does  not seem to promote power pools o r  

I 

other joint action agencies  because the current regulations do not encourage 
. . 
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increased . .  ... coordination among electr ic  utility systems.  The particular area 

of concern, is  in the  system compliance option (SCO) exemption avai lable  . 

to a.11 owner/opera tors of exist ing electr ic  powerplants . SCO regulations 

provide for the gradual phaseout of natural g a s  a s  a boiler fuel. Under a n  

SCO, the gradual phaseout program allows certain natural g a s  volumes to be  

burned af ter  1990 . In our interpretation the current regulations prohibit the 

transfer of these  natural g a s  volume allowances between petitioners. If a 
. i 

petitioner is a member of a n  operating power pool, th i s  restriction could 
. .  . . . ... 
limit 0; prohibit the petitioner's participation in economic dispatching oper- 

a t ions and  increa se o i l  consumption. 

Power pooling arrangements not only provide for dispatch economies 

but a l s o  allow for savings in administration and fuel  related contracted 

se rv ices .  Economies through joint action agencies  might reduce costs and 

the r6gula tory burden for small  ut i l i t ies .  

Compliance uncertainty appears  to be encouraged by the current FUA 

regulations. This uncertainty comes from regulatory requirements to meet 

discretionary fuel  prohibitions and the structure of unit and system exemption . 

options . 
The FUA discretionary fuel prohibition regulations s t a t e  that ERA may 

. , .  . . . 

prohibit the u s e  of petroleum o r  natural g a s  i n  exist ing electr ic  powerplants 
' a :  

i f  ERA i inds that such powerplants have o r  had the technical capability to  u s e  

coal or  a n  alternate fuel and i t  is financially feas ib le  to do  so.  This type of 
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regulation ,requires the utility owner/opera tor to convert to a l ternate  fuels  

when they become feasible .  We submit i t  may not be in  the public interest  

to promote certain alternative fuels because of environmental s ide  e f fec t s .  

A s  currently written the discretionary regulations increase uncertainty in , 

utility fuel  problems i f  conversion is required. .This type' of constraint 

hinders long-term planning efforts and the stability such planning can bring. 

The structure of the FUA exemption process. is complex, and the utility 

owner/opera tor must make a business  decision under uncertainty imposed 

under the  FUA regulations. Uncertainty s tems from the requirements of the 

individual FUA petitions and the inconsistent deadlines for system and power- 

plant unit exemption petitions. 

Our ana lys i s  of exemption petition requirements indicates petitioners 

must spend considerable effort examining alternative fuels and then proving 

certain fuels a r e  not feasible .  This seems to be the intent of the information 

required in  the Fuels Decision Report (FDR). The difficulty of producing YUK 

evidence such a s  regional 10s s-of-load probability (LOLP) or  a complete 

environmental impact ana lys i s  is sufficient to cause  utility decision makers 

to ponder the chances  of a successful  petition. Our ana lys i s  of a l l  avai lable '  

powerplant unit exemptions indicates  that a t  this time only four (4) unit 

exemptions can  be rated a s  having a better than 60 percent chance of succeeding. 

None of these four exemptions'are of the permanent type. The uncertainty 
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assoc ia ted  .with a succ.essful powerplant unit exemption petition therefore 

seems substant ia l .  Should a utility decision maker have the time and re- 

sources  and agree  with our ana lys i s  of unit exemptions probabilities, ' he .could 

t 
very likely conclude unit exemptions .in general  do not provide a reasonable 

compliance strategy. The utility decision maker migh,t therefore eliminate 

from h is  options the unit exemption route, based on  the conclusion that th is  

a compliance strategy presents too. great-3.a risk to h i s  particular utility and i t s  

t he only apparent.alterna t ive to the unit exemption strategy is the 

s y s  tem compliance option exemption . This compliance's  tra tegy was offered 

a s  a n  interim rule in the June 20, 1979 Federal Reclister. While a small 

utility may have learned of this  exemption option shortly af ter  June 1979, i t  

seems unreasonable to expect a small utility to have the resources to properly 

analyze this exemption option prior to i t s  f irst  deadline of January 1, 1980. 

Although the requirements of this deadline were minimal, the deadline da t e  may 

h a v e  forced utility decis ion makers to make a cri t ical  decision with. very l i t t l e  

time for complete ana lys i s .  To consider properly the SCO exemption, a utility 

decision maker would have to study the unit exemption option and a l l  other 

compliance s t ra tegies  a t  the same time. In our opinion this  specif ic  deadline 

&posed an  unreasonable burden on small uti l i t ies which h a s  probably eliminated 
I 

a viable compliance strategy for many of them. 
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Our analysis  of the SCO exemption indicates the l o s s  of the SCO 

exemption for uti l i t ies with ga  s/oil fired existing powerplants will likely 

increase o i l  consumption. Without the SCO exemption uti l i t ies can only try 

* for unit exemptions which may involve unacceptable levels  of risk.  Assuming 

util i t ies a r e  unsuccessful in their unit exemption petitions and have not met 

the January 19 80, SCO filing deadline,  these uti l i t ies will logically switch 

from natural g a s  to o i l  a s  a burner fuel. This switch is likely because of 
L 

i t s  existing dual firing capability and reluctance to invest  in  the facil i t ies 

to burn, alternative fue ls .  Such a scenario would not be in public interest  a s  

i t  would displace natural g a s  with oil and further the nation's problems with 
I 

imported o i l .  

We believe ERA should consider reopening the SCO exemption option 

for small utilities in a manner that preserves this compliance strategy., affords 

a n  eligibility period equal to unit exemptions, reduces filing requirements, 

and achieves FUA goals .  

We hopc our thoughts and commcntc a rc  ,helpful to ERA and thc utility 

industry. Stone & Webster Management Consultants is ready to provide 

guidance and as s i s t ance  a s requested in rela tion to  FUA . 
Respectfully, 

Peter J  amill ill 
Senior Vice President 

STONE & WEBSTER 
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Small  U t i l i t i e s  Study 
O f f i c e  o f  U t i l i t y  Systems 
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He: PlPUA/1978 S e c t i o n  ' (44  
Small  U t i l i t i e s  Impact 

We a r e  c o n s u l t i n g  e n g i n e e r s  t o  a number o f  t r u l y  s m a l l  u t i l i t y  
sys tems .  We a r e  r e spond ing  i n  g e n e r a l  t o  t h e  r e q u e s t  f o r  com- 
ments under  S e c t i o n  744, n o t  a s  u t i l i t y ' o p e r a t o r s  b u t  a s  con- 
s u l t a n t s  o f t e n  d e a l i n g  w i t h  such  .systems and t h e i r  problems i n  
a t t e m p t i n g  t o  c o o r d i n a t e  t h e i r  o p e r a t i o n s  and p l a n n i n g  w i t h  
t h e  p r e s e n t  .and f u t u r e  requ i rements ,  o f  t h e  FUA; I w i l l  l i m i t  
o u r  r e s p o n s e  t o  c e r t a i n  key,. broad-scope a r e a s  and l e a v e  t o  
t h e  o p e r a t i n g  sys tems a p p r o p r i a t e  system-specific.comments. . 

1. D e f i n i t i o n  o f  "Small U t i l i t i e s " .  A 2000 MW demarca t ion  i s  
a  non - sequ i t e r  t h a t  shou ld  n e v e r  have been i n  t h e  Act .  A sys tem 
approach ing  t h a t  s i z e  ha s  few problems d i f f e r i n g  g r e a t l y  from 
t h o s e  much l a r g e r  - o f  which t h e r e  a r e  r e l a t i v e l y  few. Converse- 
l y ,  t h e  problems a r e  s i g n i f i c a n t l y  d i f f e r e n t  f o r  sys tems o f  
s u b s t a n t i a l l y . l o w e r  s i z e s .  Probably  t h r e e ,  maybe more c a t e g o r i e s  
shou ld  be  cons ide r ed .  B r eakpo in t s  shou ld  have been c l o s e r  t o :  
1000 MW and above;  200 t o  1000 MW; 50-200 MW; and under  50 M W .  
These r e l a t e  l a r g e l y  t o  t h e  t y p e s  o f  g e n e r a t i n g  equipment most 
a p p r o p r i a t e  t o  and commonly used by sys tems o f  such s i z e s ,  and 
t h e  f u e l s  e s s e n t i a l  t h e r e t o .  These d i v i s i o n s  a l s o  c o r r e l a t e  
g e n e r a l l y  w i t h  t h e  p o t e n t i a l  t o  impact  t h e  n a t i o n a l  energy  s cene  - 
i e ,  t h e  s m a l l e s t  sy s t ems ,  though f a i r l y  numerous, consume m i n i s c u l e  
amounts o f  ene rgy  v i s  a  v i s  t h e  l a r g e r  sys tems .  A t  t h e  l e a s t ,  
your  s t u d y  o f  " smal l  u t i l i t i e s "  shou ld  s o  subd iv ide  t h e  a n a l y s e s  
and r e s u l t s .  

2 .  ' F u e l  ~ u i d e ~ i n e s .  PIy comments h e r e i n a f t e r  r e f e r e n c e  mos t ly  
t h e  s m a l l e s t  c a t e g o r y ;  t h e s e  a r e  t h e  sys tems most l i k e l y  t o  be  
i n t e r e s t e d  i n  i n t e r n a l  combustion e n g i n e s  ( p r e s e n t l y  exempt under -  
t h e  FUA) and s m a l l  combustion t u r b i n e s ,  p r i n c i p a l l y  g a s  and o i l  

F I L E :  



f i r e d .  I f  t h e y  g e n e r a t e d  a l l - o u t  (which t h e y  w o u l d n ' t ) ,  a l l  
such  sys tems  t o g e t h e r  a r e  l i k e l y  t o  consume l e s s  t h a n  0 . 2 %  o f  
t h e  e i t h e r  o i l  and g a s  u t i l i z a t i o n  i n  t h i s  n a t i o n  ( a s  s u b s t a n -  
t i a t e d  i n  o u r  r e s p o n s e  t o  t h e  p r e l i m i n a r y  and i n t e r i m  FUA,,regs);  
a  more r e a l i s t i c  and open-handed approach  t o  t h e i r  f u e l  needs  
would seem e m i n e n t l y  r a t i o n a l .  T h i s  would e n a b l e  them t o  main- 
t a i n  a more c o s t  e f f e c t i v e  p l a n  o f  o p e ~ a t i o n ,  o f t e n  u t i l i z i n g  
o f f -peak  energy  from remote c o a l - f i r e d  and n u c l e a r  s o u r c e s  b u t  
g e n e r a t i n g  on-peak and i n t e r m e d i a t e  n e e d s ,  and even b a s e l o a d s  when 
economica l ly  j u s t i f i e d .  T h i s  w i l l  r e l . i e v e  burdens  on t h e  l a r g e r  
s y s t e m s ,  w i l l  d i s p e r s e  e m i s s i o n s ,  w i l l  improve l o c a l  r e l i a b i l i t y  
f o r  more remote s y s t e m s ,  w i l l  h e l p  m a i n t a i n  l o c a l  employment i n  
small communit ies ,  and p r o v i d e  o t h e r  b e n e f i t s .  

3.  A l t e r n a t i v e  G e n e r a t i o n  f o r  S m a l l e s t  Systems.  There a r e  no 
e x t a n t  c o s t - e f f e c t i v e  ways t o  u s e  c o a l  ( o r  n u c l e a r )  i n  s m a l l  
g e n e r a t i n g  u n i t s  ( v i z ,  under  50  M W ) .  And none a p p e a r  t o  be 
a p p r o a c h i n g  on t h e  t e c h n o l o g i c a l  h o r i z o n ;  we a r e  making s t u d i e s  
f o r  t h e  E l e c t r i c  Power Research  I n s t i t u t e  i n  r e g a r d s  t o  s m a l l  
advanced-cycle  sys tems  and a r e  f a i r l y  aware o f  t h e  t e c h n o l o g i c a l  
and economic b a r r i e r s .  Thus, g r e a t e r  f l e x i b i l i t y  i n  r e g a r d s  t o  
c o a l / g a s / o i l  a r e  a  must i f  s m a l l  sys tems  a r e  t o  c o n t r i b u t e  bene- 
f i c i a l l y  t o  t h e  g e n e r a t i n g  mix o f  t h e  n a t i o n .  

4 .  F u e l  C o s t s .  For  y e a r s  U.S. r e g u l a t o r y  p a t t e r n s  k e p t  n a t u r a l  
g a s  c o s t s  a r t i f i c i a l l y  low - l e a d i n g  t o  o v e r u s e  and a n  unbalanced 
dependence t h e r e o n .  Now, t h e  NGPA and o t h e r  r e g u l a t o r y  p o l i c i e s  
a r e  a r t i f i c i a l l y  r a i s i n g  p r i c e s  t o  u t i l i t i e s  and i n d u s t r i e s  be- 
yond a c t u a l  c o s t - j u s t i f i c a t i o n  ( a l l  i n  a n  e f f o r t  t o  i n d u c e  r e -  
s o u r c e  development w h i l e  a r t i f i c i a l l y  d e p r e s s i n g  r e s i d e n t i a l - u s e  
p r i c e s ) .  These 'man-made1 m a n i p u l a t i o n s  a r e  bound t o  f u r t h e r  
d i s t o r t  c o s t - e f f e c t i v e  and s o c i e t a l l y - b e n e f i c i a l  f r ee -marke t  
a l l o c a t i o n  o f  ene rgy  r e s o u r c e s  and r a t i o n a l  development o f  a l -  
t e r n a t i v e s .  

5 .  Force-Fed ' 'Coopera t ives" .  Power . p l a n n e r s  and o p e r a t o r s  need 
t o  have f l e x i b i l i t y  i n  mee t ing  e x t a n t  and g r o w i n g . l o a d s .  Being 
s t r a i t - j a c k e t e d  i n t o  p a r t i c i p a t i o n  i n  remote p l a n t s ,  governed 
by o t h e r s ,  o f t e n  o u t l a n d i s h l y  e x p e n s i v e ,  i s  a  p o t e n t i a l  dea th -  
k n e l l  t o  small sys tems .  P a r t i c i p a t i o n  shou ld  b e  encouraged and 
e n a b l e d ,  b u t  t h e  d e c i s i o n  s h o u l d  be  f r e e .  It i s n ' t  a lways  t h e  
m o s t . b e n e f i c i a 1 ,  e i t h e r  economica l ly  n o r  o p e r a t i o n a l l y .  

6 .  R e g u l a t o r y  Procedures .  Large sys tems ,  h a v i n g  l a r g e  i m p a c t s ,  
a r e  p robab ly  d e s e r v i n g  of c l o s e  r e g u l a t o r y  s c r u t i n y  - such  a s . i n  
a p p l i c a t i o n s  f o r  exempt ions .  But s m a l l e r  sys tems can  i l l - a f f o r d  
t h e  expense ,  t h e  l o s t  t i m e ,  o r  t h e  l e g a l  and t e c h n i c a l  i n p u t  t o  
p u r s u e  exemption a p p l i c a t i o n s  f o r  c o - g e n e r a t i o n  c o n c e p t s ,  h a r d s h i p  
c a s e s ,  e t c .  The t h r e s h o l d s  s h o u l d  be  r e v i s e d  h i g h e r ,  and be  
more f l e x i b l e .  

7 .  S i t i n g .  What i s  c o n s i d e r e d  ' s a m e - s i t e 1  f o r  a  l a r g e  u t i l i t y .  
o r  i n d u s t r y  s h o u l d  n o t  b e  s o  a p p l i c a b l e  t o  s m a l l e r  sys tems .  Nor 
s h o u l d  t h e s e  r e g u l a t i o n s  s e r v e  a s  a  means t o  f o r c e  ' c o o p e r a t i v e 1  
v e n t u r e s  (where t h e  l a r g e  members r e a d i l y  l o r d  i t  o v e r  s m a l l  
members) . 



8 .  A l t e r n a t i v e  Technolog ies .  It i s  u n r e a l  t o  expec t  s u b s t a n t i a l  
c o n t r i b u t i o n  from ' f r o n t i e r !  t e c h n o l o g i e s  ( s o l a r ,  wind, urban 
was t e , ,  e t c . )  t o  s u b s t i t u t e  s u b s t a n t i v e l y ,  n o r  soon,  on power 
g e n e r a t i o n .  .Thei r  development and a d a p t a t i o n  shou ld  be suppo r t ed ;  
b u t  meanwhile more t r a d i t i o n a l  approaches  must remain a v a i l a b l e .  
Extreme l i m i t s  on ga s  and o i l  u s e  (by f i a t  o r  by NGPA-raised 
p r i c e s )  shou ld  no t  f o r c e  s m a l l  u t i l i t i e s  o u t  o f  g e n e r a t i o n ;  
t h e y ' l l  seldom come bac,k t o  u se  t h e s e  low-grade energy a l t e r n a t i v e s  
when t h e y  do become a v a i l a b l e  some s e v e r a l  y e a r s  hence ,  i f  e v e r  
found t o  be v i a b l e .  

Thank you f o r  y o u r  c o n s i d e r a t i o n  o f  o u r  comments. 

A C KIRKWOOD 
& ASSOCIATES 

'By:' . 
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A l a n  W. S t a r r  
S m a l l  U t i l i t i e s  S tudy  
Off  i c e  of  U t i l i t y  Sys tems  
Economic R e g u l a t o r y  

A d m i n i s t r a t i o n  
Depa r tmnn t  of  Energy 
Room 4103 
2000 M S t r e e t  N.W. 
Washington ,  D.C. 20461 

R e :  Compl iance  p rob lems  o f  s m a l l  s y s t e m s  

Dear M r .  S t a r r :  

T h i s  is i n  r e s p o n s e  to  t h e  Depar tment  o f  E n e r g y ' s  r e q u e s t  f o r  
i n f o r m a t i o n  and comments conce rn ing  t h e  problems o f  compl i ance  
w i t h  t h e  Fue l  U s e  A c t  of  1978  e x p e r i e n c e d  by e l e c t r i c  u t i l i t i e s  
w i t h  a  t o t a l  sy s t em g e n e r a t i n g  c a p a c i t y  of  l ess  t h a n  2 ,000  Mw. 
The f o l l o w i n g  comments a r e  s u b m i t t e d  on b e h a l f  of e i g h t  
munic ipa l ly-owned and o p e r a t e d  e l e c t r i c  s y s t e m s  i n  F l o r i d a ,  e a c h  
o f  which h a s  a  t o t a l  qenera t i inq  c a p a c i t y  of  less t h a n  2,000 Mw: 
t h e  C i t i e s  .of G a i n e s v i l l e ,  Lake land ,  T a l l a h a s s e e ,  and Vero   each 
a n d  t h e  F t .  P i e r c e  U t i l i t i e s  A u t h o r i t y ,  t h e  Lake Worth U t i l i t i e s  
A u t h o r i t y ,  t h e  N e w  Smyrna Beach U t i l i t i e s  Commission, and t h e  
S e b r i n g  U t i l i t i e s  Co~nmission.  

Summary. The Fue l  U s e  A c t  c a u s e s  t w o  major problems f o r  
s i n a l l  e lecfr ic  sys t ems .  F l r s t ,  w i t h  rwa'ttd to existirig u n i t s  t h e  . 
A c t  c u r t a i l s  t h e  use  o f  g a s  i n  t h e  1 9 8 0 t s ,  and t h e  A c t  s t o p s  o r  
s h a r p l y  c u r t a i l s  t h e  use  o f  g a s  a f t e r  1989. Gas-capable  u n i t s  
mus t  u se  o i l  i f  g a s  is r e s t r i c t e d .  Tha t  w i l l  worsen o u r  



n a t i o n ' s  dependence  o n  impor t ed  o i l .  O r ,  i f  o i l  is uneconomic .or 
u n a v a i l a b l e ,  t h e  u n i t s  must  s h u t  down. The p rob l em is e x a c e r -  ' - . 
b a t e d  f o r  small s y s t e m s ,  b e c a u s e  i n  F l o r i d a  and o t h e r  r e g i o n s  
small' g e n e r a t i n g  s y s t e m s  are  more d e p e n d e n t  o n  o i l - f i r e d  and g a s -  
f i r e d  c a p a c i t y .  t h a n  are l a r g e r  s y s t e m s .  The A c t  t h u s  restricts 
smaller s y s t e m s  d i s p r o p o r t i o n a t e l y  and  p u t s  them a t  a c o m p e t i t i v e  
d i s a d v a n t a g e .  

Many s m a l l  s y s t e m s  i n  F l o r i d a  and p e r h a p s  e l s e w h e r e  a r e ' a t  a 
s p e c i a l  d i s a d v a n t a g e  d u r i n g  t h e  1 9 8 0 ' s .  T h e i r  g a s  was s t e e p l y  
c u r t a i l e d  d u r i n g  t h e  b a s e  p e r i o d ,  w h i l e  t h e  g a s  s u p p l y  of  t h e  
major e lec t r ic  u t i l i t i e s  t h a t  compete  w i t h  them was n o t  
c u r t a i l e d .  The p rob l em h a s  b e e n  a l l e v i a t e d  d u r i n g  t h e  e a r l y  
1980  I s  b y  ERA'S g r a n t i n g  t e m p o r a r y '  p u b l i c  i n t e r e s t  e x e m p t i o n s ,  
w h i c h  f r e e  t h e  e l ec t r i c  s y s t e m s  from t h e i r  b a s e  p e r i o d  g a s  
c o n s t r a i n t s .  However t h e  p rou l em w i l l  r e c u r  when t h o s e  exemp- 
t i o n s  ' t e r m i n a t e .  

The A c t  o f f e r s  o t h e r  e x e m p t i o n s  and  o p t i o n s  t h a t  may a l le -  
v i a t e  t h e  g a s  r e s t r i c t i o n s  o n  e x i s t i n g  p o w e r p l a n t s  o f  some small 
s y s t e m s .  However, t h e  e x e m p t i o n s  a re  f o r b i d d i n g l y  complex and  
f o r  t h e  inost part r e q u i r e  r i g o r o u s  p r o o f s  t h a t  a r e  c o s t l y  t o  
p r e p a r e .  The Durden  f a l l s  h e a v i e r  o n  smaller s y s t e m s ,  which  are  
l e s s  ab l e  t h a n  l a r g e r .  s y s t e m s  t o  s p r e a d  t h e  cost o f  p r e p a r a t i o n  
a n d  t h e  c o n s e q u e n c e s  n o t  g e t t i n g  a n  exempt ion .  

P e r h a p s  t h e  b e s t  c u r e  is t o  amend t h e  F u e l  U s e  A c t  to  d r o p  
t h e  r e s t r i c t i o n s  and  p o h i b i t i o n s  a g a i n s t  t h e  u s e  o f  g a s  i n  
e x i s t i n g  g a s - c a p a b l e  p w e r p l a n t s .  T h a t  w i l l  not. j e o p a r d i z e  h i g h  
p r i o r i t y  g a s  c u s t o n ~ e r s  s u c h  a s  homes or h o s p i t a l s ,  which  w i l l  b e  
f i r s t  t o  g e t  g a s  when demand e x c e e d s  s u p p l y .  

Second ,  w i t h  r e g a r d  to  new p w e r p l a n t s ,  the A c t  g e n e r a l l y  
p r o h i b i t s  e l ec t r i c .  s y s t e m s  f rom c o n s t r u c t i n g  new g a s - f i r e d  or 
oi l - f  i r e d  p w e r p l a n t s .  U n f o r t u n a t e l y ,  t h e  F u e l  U s e  A c t .  and  o t h e r  
laws d o  n o t  a s s u r e  t h a t  small e l ec t r i c  s y s t e m s  w i l l  h ave  r e a d y  o r  
e q u i t a b l e  access t o  p a r t i c i p a t i o n  i n  l a r g e ,  e conomica l  coal and  
n u c l e a r  p o w e r p l a n t s  or to n e c e s s a r y  t r a n s m i s s i o n  s e r v i c e s .  
Beg i n n i n g  i n  t h e  1990 I s  t h e  A c t  may a c c o r d i n g l y  d i s a d v a n t a g e  many 
small s y s t e m s  and  nlay - f o r c e  some o f  them o u t  o f  b u s i n e s s .  The 
c u r e  h e r e  is t o  r e q u i r e  t h a t  l a r g e .  s y s t e m s  allow small  s y s t e m s  t o  
p a r t i c i p a t e  i n  or  p u r c h a s e  power f rom major p o w e r p l a n t s  and  .allow 
small  s y s t e m s  access t o  t r a n s m i s s i o n  ne tworks  o n  e q u i t a b l e  and  
c o m p e t i t i v e  b a s e s .  

G a s  a n d  o i l  dependence .  The F l o r i d a  m u n i c i p a l  e lec t r ic  
s y s t e r n s  a r e  d i s p r o p o r t i o n a t e l y  d e p e n d e n t ,  f o r  p a s t  economic  
r e a s o n s ,  o n  o i l  and g a s - f i r e d  g e n e r a t i n g  c a p a c i t y .  They a re  
t r y i n g  to b r e a k  o u t  o f  t h a t  dependence .  G a i n e s v i l l e  and L a k e l a n d  
a r e  c o n s t r u c t i n g  c o a l - f i r e d  u n i t s .  S e v e r a l  of  t h e  s y s t e m s  own 



small s h a r e s  i n  F l o r i d a  Power  C o r p o r a t i o n ' s  C r y s t a l  R i v e r  3  
n u c l e a r  u n i t .  S e v e r a l  o f  t h e  C i t i e s  a re  s e e k i n g  p a r t i c i p a t i o n  
a n d / o r  power f rom o t h e r  n u c l e a r  u n i t s  unde r  c o n s t r u c t i o n .  A l l  
t h e i r  e x i s t i n g  g e n e r a t i n g  c a p a c i t y ,  however ,  is g a s  or o i l - f i r e d .  
I f  t h e  F u e l  U s e  A c t  s u c c e e d s  i n  i ts  o b j e c t i v e  o f  s t o p p i n g  or 
s e v e r e l y  r e s t r i c t i n g  g a s  f i r i n g  i n  e x i s t i n g  p w e r p l a n t s  by  t h e  
1 9 9 0 ' ~ ~  t h e  m u n i c i p a l  sy s t en l s  must  t h e n  s w i t c h  to  o i l  i f  it is 
e c o n o i n i c a l  o r  a v a i l a b l e .  To t h e  e x t e n t  o i l  is n o t  a v a i l a b l e ,  t h e  
c a p a c i t y  w i l l  l i t e r a l l y  become u s e l e s s .  By c o n t r a s t ,  F l o r i d a  
Power C o r p o r a t i o n ' s  g e n e r a t i o n  is a p p r o x i m a t e l y  5 0 %  coal and  
n u c l e a r .  S e e  F l o r i d a  Power C o r p o r a t i o n ,  1979  Annua l  R e p o r t ,  pay e 
7. F l o r i d a  Power & L i g h t  Company r e p o r t s  t h a t  i n  r e c e n t  y e a r s  
n u c l e a r  power h a s  a c c o u n t e d  fo r  o n e - f o u r t h  t o  o n e - t h i r d  of i ts 
g e n e r a t i o n .  See P r o s p e c t u s  d a t e d  May 8 ,  1980 ,  p a g e  15 .  

G a s  b a s e  p e r i o d .  S e c t i o n  3 0 1 ( a )  of t h e  F u e l  U s e  A c t  
restricts g a s  b u r n i n g  i n  e x i s t i n g  p w e r p l a n t s  d u r i n g  t h e  1 9 8 0 ' s  
i n  p r o p o r t i o n  to  t h e  g a s  b u r n  d u r i n y  t h e  base p e r i o d  1974-1976'. 
F o r  u t i l i t i e s  t h a t  u s e  t h e  s y s t e m  co inp l i ance  o p t i o n ,  S e c t i o n  5 0 1  
o f  t h e  A c t  inay l e a d  to o t h e r  r e s t r i c t i o n s  d u r i n g  t h e  1 9 8 0 1 s ,  and  
S e c t i o n  5 0 1  w i l l  res t r ic t  g a s  b u r n i n g  i n  t h e  1 9 9 0 ' s  p a r t l y  uri tile 
bas i s  o f  t h e  s y s t e m ' s  -1976  g a s  b u r n .  Most of  t h e  rrlurlicipal 
e l e c t r i c  g e n e r a t i n g  s y s t e m s  i n  F l o r i d a  p u r c h a s e  g a s  d i r e c t l y  f rom 
t h e  .major p i p e l i n e  t h a t  s u p p l i e s  p e n i n s u l a r  F l o r i d a ,  F l o r i d a  Gas 
T r a n s m i s s i o n  Company. Those  m u n i c i p a l  e lec t r ic  s y s t e m s  were 
s t e e p l y  c u r t a i l e d  i n  1974-1976, e s p e c i a l l y  i n  1976.  T h e r e f o r e ,  
S e c t i o n s  3 0 1 ( a )  a n d  5 0 1  f a l l  h e a v i l y  o n  t h o s e  m u n i c i p a l  . e lec t r ic  
s y s t e m s .  By c o n t r a s t ,  F l o r i d a  Power & L i g h t  and  F l o r i d a  Power 
C o r p o r a t i o n ,  which  p u r c h a s e d  g a s  d i r e c t l y  f rom g a s  p r o d u c e r s  
( w i t h  F l o r i d a  G a s  T r a n s m i s s i o n  s e r v i n g  as a t r a n s p o r t e r  f o r  t h e  
e lec t r ic  compan ie s '  g a s ) ,  were n o t  c u r t a i l e d  i n  t h e  base p e r i o d .  
T h u s ,  t h e  F u e l  U s e  A c t  imposes  b a s e  p e r i o d  limitations u n e q u a l l y ,  
t o  t h e  c o m p e t i t i v e  d i s a d v a n t a q  e of  t h e  srnaller sys.Lems. 

F u r t h e r m ~ r e ,  i f  F l o r i d a  G a s  ' F r a n s m i s s i o n  has g a s  t o  se l l  t h e  
C i t i e s  b u t  t h e y  a r e  r e s t r i c t e d  by t h e  A c t  from u s i n g  i t ,  t h e  g a s  
w i l l  n o t  b e  s a v e d  f o r  t h e  f u t u r e ;  i t  w i l l  s i m p l y  b e  s o l d  o f f  to  
F l o r i d a  Power & L i g h t  Cosnpany and  F l o r i d a  Power C o r p o r a t i o n ,  pur -  
s u a n t  to  r e c e n t l y  r e a c t i v a t e d  " p r i m a r y  i n t e r r u p t i b l e  g a s  
c o n t r a c t s t '  w i t h  F l o r i d a  Gas  T r a n s m i s s i o n  Cosr~pany, a t  least  d u r i n g  
t h e  1 9 8 0 ' s .  

The F e d e r a l  Ene rgy  R e g u l a t o r y  Commission has q u e s t i o n e d  t h e  
p r o p r i e t y  o f  F l o r i d a  G a s  T r a n s m i s s i o n ' s  p a s t  c u r t a i l m e n t s  and  has 
i n i t i a t e d  a n  i n v e s t i g a t i o n  o f  t h e  matter, FERC Docket  No. IN78-2. 
B e c a u s e  o f  t h e  c o n t r a c t u a l  r e l a t i o n s h i p s  i n v o l v e d ,  F l o r i d a  Power 
& L i g h t  h a s  b e e n  made s u b j e c t  to  t h e  i n v e s t i g a t i o n .  However, 



w h e t h e r  o r  not  t h e  FEKC d e t e r m i n e s  t h a t  t h e  c u r t a i l m e n t s  were 
u n j u s t i f i e d ,  t h e  Fue l  U s e  A c t  d o e s  n o t  a p p e a r  to  allow a n y  
a d j u s t m e n t  o f  t h e  srnall s y s t e m s '  d i s p r o p o r t i o n a t e l y  l o w  b a s e  
p e r i o d  l i m i t a t i o n s .  

ERA h a s  i s s u e d  t e m p o r a r y  p u b l i c  i n t e r e s t  exemptions t o  t h e  
m u n i c i p a l  e l ec t r i c  s y s t e m s  and  o t h e r s ,  ' a u t h o r i z i n g  t h e  u s e  o f  g a s  
t o  d i s p l a c e  o i l  i n  e x i s t i n g  p o w e r p l a n t s .  F l o r i d a  Gas  
Transmission now h a s  a n  ample  s u p p l y  of g a s ,  so t h e  e x e m p t i o n s  
g r a n t e d  by ERA have  t e m p o r a r i l y  ' a f f o r d e d  s u b s t a n t i a l  p r a c t i c a l  
r e l i e f  t o  t h e  s ina l l  s y s t e m s  i n  F l o r i d a .  The e x e m p t i o n s  h a v e  
s a v e d  t h e  a f f e c t e d  m u n i c i p a l  e l ec t r i c  s y s t e m s  and  t h e i r  r a t e -  
p a y e r s  a n  enormous arnount o f  rnoney a n d ,  of c o u r s e ,  h a v e  r educed  
o i l  i ~ n p o r t s  a t  t h e  same t i m e .  ' On a v e r a g e  t h e  a f f e c t e d  s y s t e m s  
a r e  saved  o v e r  $9.90 p e r  1 , 0 0 0  k i l o w a t t h o u r s .  (One-thousand Kwh 
i s  a  ' t y p i c a l  amount o f  r e s i d e n t i a l  e l e c t r i c i t y  u s a g e  p e r  month.)  
When t h e  t e m p o r a r y  e x e m p t i o n s  e n d ,  however ,  t h e  F u e l  Use A c t  w i l l  
impose  severe rest c i c t i u n s  o n  those s m a l l e r  s y s t e m s ,  u n l e s s  t h e y  
r e c e i v e  permanent  e x e m p t i o n s  f o r  t h e i r  e x i s t i n g  f a c i l i t i e s .  

One rous  e x e m p t i o n  p r o c e s e s .  Some of  t h e  s m a l l e r  s y s t e m s  may 
be  a b l e  to e s c a p e  t h e  r e s t r i c t i o n s  o n  b u r n i n g  g a s  i n  e x i s t i n g  
u n i t s ,  b y  winning permanent  e x e m p t i o n s  f o r  some o r  p e r h a p s  a l l  o f  . 
t h e i r  e x i s t i n g  f a c i l i t i e s .  However, o n  t h e i r  f a c e  t h e  Fue l  U s e  
A c t ' s  p r o v i s i o n s  f o r  e x e m p t i o n s  seem d e l i b e r a t e l y  coinplex,  and  
t h e y  a re  c o s t l y  to  p u r s u e .  Even i f  ERA u l t i m a t e l y  w a i v e s  v a r i o u s  
r e q u i r e m e n t s  for  f e e s  and  e v i d e n c e ,  t h e  m u n i c i p a l  e lec t r ic  
s y s t e m s  need n e v e r t h e l e s s  t o  h i r e  l a w y e r s  and c o n s u l t a n t s  t o  
a d v i s e  them of t h e i r  r i g h t s  and  o b l i g a t i o n s  u n d e r  t h e  Act. T h a t  
cos ts  money. F u r t h e r m o r e ,  w a i v e r s  o f  f e e s  and  e v i d e n c e  would n o t  
b e  g r a n t e d  e x c e p t  i n  o b v i o u s  cases; a n d  even  i n  o b v i o u s  cases, 
w i t h  w a i v e r s ,  t h e  A c t  cos ts  t h e  s m a l l  s y s t e m s  many t h o u s a n d s  o f  
d o l l a r s  t o  s t u d y  and  p u r s u e  e x e m p t i o n  p o s s i b i l i t i e s .  

S e c t i o n  5 0 1  o f  t h e  Fue l  U s e  A c t  o f f e r s  a n  a l t e r n a t i v e ,  t h e  
s y s t e m  c o m p l i a n c e  o p t i o n ,  b u t  it h a s  a  s e r i o u s  f l a w .  Once a 
s y s t e m ' s  p roposed  c o m p l i a n c e  p l a n  is app roved  by ERA, t h e  s y s t e m  
may r e c e i v e  no f u r t h e r  exempt . ions  f o r  e x i s t i n g  f a c i l i t i e s  ( e x c e p t  
f o r  a n  emergency e x e m p t i o n ) .  Even i f  a  s y s t e m  is e n t i t l e d  to  and 
p r e f e r s  a  permanent  e x e m p t i o n  fo r  o n e  o r  more of  i t s  p o w e r p l a n t s ,  
t h e  s y s t e m  must n e v e r t h e l e s s  p u r s u e  t h e  c o m p l i a n c e  o p t i o n  and r u n  
t h e  r i s k . o f  c u t t i n g  o f f  i t s  e x e m p t i o n  r i g h t s  -- u n l e s s  it wan t s  t o  
p l a c e  a l l  its b e t s  o n  winning t h e  permanent  exempt ion .  The Fue l  
U s e  A c t  s h o u l d  b e  amended to  l e a v e  b o t h  a v e n u e s  o p e n ,  e x e m p t i o n s  
whe re  a p p l i c a b l e  and t h e  c o m p l i a n c e  p l a n  f o r  o t h e r  u n i t s ,  w i t h  
ERA r e g u l a t i n g  t h e  c o m p l i a n c e  p l a n  to  p r e v e n t  a n y  s y s t e m  frorn 
o v e r - r e a c h i n g  . 

N e w  p o w e r p l a n t s .  The F u e l  Use A c t  g e n e r a l l y  p r o h i b i t s  l a r g e  
s y s t e m s  a s  w e l l  a s  small s y s t e m s  from b u i l d i n g  new p o w e r p l a n t s  t o  
u s e  n a t u r a l  g a s  o r  p e t r o l e u m .  However, t h e  A c t  d o e s  n o t  p u t  



sma l l  s y s t e m s ' o n  t h e  s a m e  f o o t i n g  a s  l a r g e  systems, b e c ~ u s e . ' . a s :  a: ' 

p r a c t i c a l  m a t t e r  c o a l  and n u c l e a r  p w e r p l a n t s  must b e  l a r g e  to'  b e ,  
f u l l y  economica l  and most s m a l l  s y s t e m s  c a n n o t  a f f o r d  to  under-: . - : '  

. .  : t a k e  a '  l a r g e  c o a l  o r  n u c l e a r  power p r o j e c t ,  e x c e p t  by g r -  
t i c i p a ' t i r q  w i t h  o t h e r s  i n  a  j o in t l y -owned  f a c i l i t y .  Moreover-, 
s m a l l  s y s t e m s  need access t o  m a j o r  t r a n s m i s s i o n  ne tworks  i n  o e d e r  
t o  r e a c h  t h e  l a r g e  p l a n t s  and to engage  i n  t h e  v a r i o u s  power 
sa les  and '  o t h e r  t r a n s a c t i o r i s  t h a t  h e l p  make s u c h  p r o j e c t s .  p r ac -  
t i c a l  and economica l .  O t h e r w i s e ,  t h e  s m a l l  s y s t e m s  a r e  a t  a corn-, 
p e t i t i v e  d i s a d v a n t a g e  w i t h  t h e  l a r g e r  sy s t ems .  - .  

A s  f o r  p a r t i c i p a t i o n  i n  t h e  t r a n s m i s s i o n  ne twork ,  some power . .. . p o o l s  allow small s y s t e m s  t o  p a r t i c i p a t e  f u l l y  i n  t h e  t r a n s -  
m i s s i o n  ne twork  ,and e n j o y  a l l  its a d v a n t a g e s .  F o r  example ,  t h e  , 

N e w  ~ n g ' l a n d  Power P o o l  allows s m a l l  a s  w e l l  as l a r g e  s y s t e m s  to  , , ' 
p a r t i c i p a t e  'in t h e  t r a n s i n i s s i o n  network.  T h e r e  a r e  -po l8  & e h ' a ' s r '  
t h e  MAPP p o o l  which allow s m a l l  s y s t e m s  t o  p a r t i c i p a t e '  i n  t h e  

. '  t r a n s m i s s i o n  network it t h e y  c o n s t r u c t  O r  purchase s u f f i c i e n t  
t r a n s m i s s i o n  f a c i l i t i e s ,  t h o u g h  t h e  MAPP p o o l  ag reemen t  is 
u n c l e a r  o n  what is s u f f i c i e n t .  I n  p e n i n s u l a r  F l o r i d a ,  however ,  
t h e  m a j o r  u t i l i t i e s  have  n o t  a c c e e d e d  to t h e  r e q u e s t s  o f  s m a l l  
s y s t e m s  f o r  a c c e s s  to  t h e  t r a n s m i s s i o n  network.  ( S m a l l  s y s t e m s  
p r o p o s e d  BQ c o n s t r u c t  t r a n s m i s s i o n  f a c i l i t i e s  i n  c o s t - p r o p o r t i o n  
t o  t h e i r  u se  of t h e  t r a n s m i s s i o n  ne twork  f o r  l o a d s  n o t  s a t i s f i e d  
by local  g e n e r a t i o n .  ) 

A s  f o r  p a r t i c i p a t i o n  i n  p w e r p l a n t s ,  S e c t i o n  1 0 5  o f  t h e  
A t o m i c  Energy  A c t  a u t h o r i z e s  t h e  N u c l e a r  R e g u l a t o r y  Commission t o  
o p e n  n u c l e a r  power p r o j e c t s  t o  p a r t i c i p a t i o n  by sli~aller s y s t e m s ,  
g e n e r a l l y  a f t e r  l e n g t h y  and  c o n t r o v e r s i a l  a n t i t r u s t  r e v i e w s .  
Access t o  n u c l e a r  p r o j e c t s  s h o u l d  i n s t e a d  b e  opened to  s m a l l e r  
s y s t e m s  w i t h o u t  t h e i r  hav ing  to  p r o v e ,  i n  e f f e c t ,  t h a t  t h e  e x c l u -  
s i o n  would v i o l a t e  t h e  a n t i t r u s t  l aws .  So f a r  a s  w e  know, no l aw  
e n t i t l e s  s m a l l  s y s t e m s  t o  p a r t i c i p a t e  i n  major c o a l  power p l a n t s .  
D i s a d v a n t a g e d  m u n i c i p a l  s y s t e m s  must f a l l  back  o n  t h e i r  r i g h t s  t o  
e n f o r c e  t h e  a n t i t r u s t  laws, a d i f f i c u l t  and c o s t l y  road  toward  
p a r t i c i p a t i o n  i n  c o a l - f  i r e d  p o w e r p l a n t s .  

C o n c l u s i o n .  The F l o r i d a  m u n i c i p a l  s y s t e m s  a r e  d i s a d v a n t a g e d  
by the F u e l  Use A c t ,  more so t h a n  major e l e c t r i c  u t i l i t i e s ,  
b e c a u s e  t h e  s m a l l  s y s t e m s  have  a  h i g h e r  p r o p o r t i o n  o f  o i l - f i r e d  
a n d  g a s - f i r e d  g e n e r a t i n g  c a p a c i t y ;  t h e y  a r e  more v u l n e r a b l e  to  
t h e  A c t ' s  p r o h i b i t i o n s  and r e s t r i c t i o n s  o n  g a s - f i r i n g  i n  e x i s t i n g  
p o w e r p l a n t s .  Exempt i o n s  may a l . l e v i a t e  t h e  prob lem i n  some. 
i n s t a n c e s ,  b u t  e x e m p t i o n s  a r e  g e n e r a l l y  ha rd  to g e t  and c o s t l y  t o  
g e t .  W i t h  r e g a r d  to  new power p l a n t s ,  t h e  Fue l  U s e  A c t  d i s a d v a n -  
t a g e s  small s y s t e m s  i n  a d i f f e r e n t  way, by o m i s s i o n .  The A c t  
g e n e r a l l y  p r o h i b i t s  small and l a r g e  s y s t e m s  from c o n s t r u c t i n g  new 
g a s - f i r e d  and o i l - f  i r e d  p o w e r p l a n t s ;  b u t  t h e  Fue l  U s e  A c t  d o e s  



n o t  lower t h e  h u r d l e s  t h a t  now impede F l o r i d a  munic ipa l  e lectr ic  
s y s t e m s  from ready and e q u i t a b l e  a c c e s s  to  t h e  t r a n s m i s s i o n  net- 
work and  t o  l a r g e  c o a l - f i r e d  and n u c l e a r  power p l a n t s ,  which a re  ,, 
b e i n g  and w i l l  b e  b u i l t  by t h e  l a r g e r  u t i l i t i e s .  Wi thout  t h a t  . 
access many s m a l l  sys te lns  w i l l  b e  l e f t  h i g h  and d r y  by t h e  Fuel  
U s e  A c t .  

(1 ) The F l o r i d a  m u n i c i p a l  sys t ems  t h e r e f o r e  recommend elirni- : 
n a t i n g  t h e  A c t ' s  r e s t r i c t i o n s  o n  g a s  i n  e x i s t i n g  p w e r p l a n t s .  
H ighe r  p r i o r i t y  g a s  u s e r s  w i l l  not  t h e r e b y  b e  d e p r i v e d .  When g a s  
i s  s h o r t ,  t h e  h i g h e r  p r i o r i t y  u s e r s  w i l l  b e  f i r s t  t o  g e t  t h e  g a s ,  
a n d  powerp lan t s  w i l l  b e  amorg t h e  f i r s t  t o  b e  c u r t a i l e d .  ( 2 )  
A l s o ,  t h e  r e s t r i c t i o n s  o n  c o n s t r u c t i o n  of  new g a s - f i r e d  or o i l -  
f i r e d  p o w e r p l a n t s  s h o u l d  b e  matched w i t h  new l e g i s l a t i o n  t h a t  
b e t t e r  e n a b l e s  small s y s t e m s  to  g a i n  a c c e s s  t o  t r a n s m i s s i o n  net-  
works and to  power from, or p a r t i c i p a t i o n  i n ,  major c o a l - f i r e d  
and  n u c l e a r  powerp lan t s .  

R e s p e c t f u l l y  s u b m i t t e d ,  

A t t o r n e y  f o r  t h e  C i t i e s  of 
G a  i n e s v i l l e ,  Lakeland,  T a l l a h a s s e e ,  
and  Veru Beach and t h e  F t .  pierce 
U t i l i t i e s  A u t h o r i t y ,  t h e  Lake wor th '  , 

U t i l i t i e s  A u t h o r i t y ,  t h e  N e w  Srnyrna 
Beach U t i l i t i e s  Commission, and t h e  
S e b r i n g  U t i l i t i e s  Commission 



APPENDIX I 

SECTION 744, POWERPLANT AND INDUSTRIAL 
FUEL USE ACT OF 1975 

SECTION 744. STUDY OF 'COMPLIANCE PRIIBLEM OF SMALL ELECTRJC UTILITY 
SYSTEMS 

(a) STUDY.-The Secretary shall conduct a study of the problems 
of compliance with this Act experienced by those electric utility 

' systems which have a total system generating capacity of less than 
2,000 megawatts. The Secretary shall report his findings and his 
recommendations to the Congress not later than two years after the 
effective date of this Act. 

(b) ' AUTHORIZATION OF APPROPRIATIONS .-There is authorized to be 
appropriated to the Secretary for the fiscal year 1979 not to exceed 
$500,000 to carry out the  provision^ of this section. 
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