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Q.
Please state your name and business address.

A.
My name is Paul A. Arsuaga.  My business address is 800 North Magnolia Ave. Suite 300 Orlando, Florida 32803.
Q.
By whom are you employed and in what capacity?

A. I am employed by R. W. Beck as a Senior Director. 
Q.
Please describe your responsibilities in that position.

A.
As a Senior Director, I am responsible for the performance of consulting engineer’s reports for official statements, financial analyses, acquisitions, damage studies, power purchase request for proposals and contract negotiations, and power supply studies and reports for municipal utilities and joint action agencies as well as other types of utilities.   
Q.
Please describe R. W. Beck.

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

· Provided independent engineering and feasibility assessments associated with over $150 billion in capital investment.
· Performed due diligence reviews and/or designed and engineered over 400 power-related projects.
Q.
Please describe your educational background and professional experience.

A.
I have a Bachelors of Science degree in electrical engineering from Tulane University.  I have a Masters of Business Administration from the University of Hawaii.  I am a registered Professional Engineer in Florida, Mississippi, and Missouri.  I have experience in the execution and evaluation of power supply requests for proposals; market price analyses; wholesale power supply contracts and negotiation; planning for electric utility restructuring; electric power resource planning; reliability studies; litigation support; financial planning and analysis; gas fuel supply; and competitive analysis, mergers, and acquisitions.  I have over 32 years of planning experience in utility infrastructure and electric power facilities.
Q.
What is the purpose of your testimony in this proceeding? 

A.
The purpose of my testimony is to discuss the request for power supply proposals process.  My testimony will include discussion of the request for power supply proposals, a description of the proposals received, and an overview of the proposal evaluation process.
Q.
Are you sponsoring any exhibits to your testimony? 

A.
Yes.  Exhibit ____ [PAA-1] is a copy of my resume.
Q. 
Are you sponsoring any sections of the Taylor Energy Center Need for Power Application, Exhibit __ [TEC-1]?
A. 
Yes.  I am sponsoring Section A.7 and Appendix A.1, which were prepared by me or under my direct supervision.

Q.
Please describe the efforts to solicit power supply proposals.

A.
On November 28, 2005, the Florida Municipal Power Agency (FMPA), JEA, Reedy Creek Improvement District (RCID), and the City of Tallahassee (City) (collectively referred to as the Participants) issued an RFP, which is presented in Appendix A.1 of the Taylor Energy Center Need for Power Application, Exhibit __ [TEC-1].  The RFP served as an invitation for qualified companies to submit proposals for the supply of capacity and energy to meet a portion of the projected power requirements of the Participants beginning on June 1, 2012, and continuing over a period of at least 10 years.  The RFP requested a minimum of 100 MW (up to a maximum of 750 MW) to be allocated among the Participants and required that the proposed capacity and energy be delivered into each Participant’s system on a firm, first-call, non-recallable basis.  The RFP was distributed to more than 40 potential bidders and published in seven major newspapers around the country.

The RFP was intended to elicit proposals from qualified bidders that included electric utilities, independent power producers (IPPs), qualifying facilities (QFs), exempt wholesale generators, nonutility generators, and electric power marketers who have received certification by the Federal Energy Regulatory Commission (FERC).  Proposers unfamiliar to the Participants were required to provide proof of experience.

Q.
Please describe the responses to the RFP.
A.
The mandatory pre-bid conference was held on December 20, 2005, in Jacksonville, Florida, and was attended by potential bidders from seven companies.  Of the attendees, two companies submitted a Notice of Intent to Bid Form on December 27, 2005.  


The proposal due date was modified to March 7, 2006, and two bids were received, both from Southern Power Company (Southern).  The first proposal was for a 797 MW (net) supercritical pulverized coal unit (the coal resource) to be constructed at the same site proposed for the Taylor Energy Center.  The second proposal was for a natural gas fueled, 784 MW (net) 2x1 501G combined cycle unit (the combined cycle resource).  This unit was proposed to be constructed in St. Lucie County, Florida.  
Q.
Please summarize the proposal evaluation process.
A.
The Southern proposals were initially received, logged, opened, and distributed by JEA on behalf of the Participants.  R. W. Beck performed a two phase evaluation process.  The first phase involved a screening of the minimum requirements as described in the RFP.  


We then prepared a busbar screening analysis for the two Southern proposals and the Participants’ Self-Build Resource (TEC).  The busbar analysis was undertaken in order to project annual power costs (in $/MWh) under a base set of assumptions as well as several sensitivity scenarios that reflected higher and lower than expected fuel prices and environmental, capital, and non-fuel operations and maintenance (O&M) expenses.
Q.
Did Southern’s two proposals each comply with the minimum requirements of the RFP?
A.
No.  R. W. Beck determined that four minimum requirements were questionable in their completeness.

Q.
Were both of Southern’s proposals carried forward to the busbar screening analysis despite not meeting all of the minimum requirements?
A.
Yes.

Q.
Were any adjustments made to Southern’s proposals in this regard prior to R. W. Beck’s busbar evaluation?
A.
Yes.  R. W. Beck incorporated emission allowance prices into each of Southern’s proposals to be consistent with the busbar analysis of the Self Build Resource.

Q.
Were any other adjustments made to Southern’s proposals prior to R. W. Beck’s busbar evaluation?
A.
Yes.  The Southern coal resource proposal did not include certain costs that were included in the Self Build Resource cost, and there were inconsistencies among the proposals relative to transmission interconnection and upgrade costs.  To correct for these differences, certain adjustments were made to all of the proposals.
Q.
Please summarize the results of R. W. Beck’s evaluation.
A.
The R. W. Beck evaluation of Southern’s two proposals and the Self-Build Resource concluded that the Self-Build Resource is projected to have a lower delivered cost to the Participants than Southern’s proposed coal resource or the combined cycle resource.  Southern’s proposed coal resource and combined cycle resource were projected to have higher costs than the Self-Build Resource over a range of evaluation scenarios.
Q.
Does this conclude your testimony?
A.
Yes.
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R. W. Beck, Inc.
Qualifications and Experience:

Mr. Arsuaga, a Senior Director with R. W. Beck, Inc., has over 32 years of planning experience in utility infrastructure and electric power facilities.  Since joining R. W. Beck in 1981, he has prepared or supervised numerous consulting engineer’s reports for official statements, financial analyses, acquisitions, damage studies, power purchase contract negotiations and power supply studies and reports for municipal utilities and joint action agencies.  Prior to joining the firm, Mr. Arsuaga served as a corporate planning engineer for an investor-owned utility in the Midwest where he performed generation planning studies and managed a corporate model.
Mr. Arsuaga has a Masters of Business Administration from University of Hawaii and a Bachelors of Science in Electrical Engineering from Tulane University.  He is a registered professional engineer in Florida, Mississippi, and Missouri.

Market Price Analyses

Mr. Arsuaga has supervised several projects involving the preparation and/or review of market price projections for both industrial and joint action agency clients.  These projections have been prepared for market regions including PJM, FRCC, SERC and SPP.  Some of these projects have included developing and using various computer models of electric utility market regions to simulate various market pricing structures under a market based restructured electric utility environment.  Mr. Arsuaga has also reviewed and evaluated numerous market price projections prepared by other consultants as part of independent engineering reviews and work related to rate filings for stranded costs.  Mr. Arsuaga is a member of the firm’s Market Pricing Task Force through which he has been involved in evaluating and communicating issues related to market pricing in the electric utility industry.

Wholesale Power Supply Contracts and Negotiation

Mr. Arsuaga has participated in evaluating wholesale power contracts for Conway, Arkansas; West Memphis, Arkansas; Hagerstown, Maryland; Thurmont, Maryland; Front Royal, Virginia; City of Columbia, Missouri; the Municipal Energy Agency of Mississippi; the City of St. Cloud, Florida; Alabama Municipal Electric Authority; and the Florida Municipal Power Agency.

Mr. Arsuaga has been involved with developing an appropriate methodology for compensating members of the Florida Municipal Power Agency for supplying power supply resources to the all-requirements project.

Mr. Arsuaga has assisted in the development of a stranded cost analyses for the Florida Municipal Power Agency and the Municipal Energy Agency of Mississippi.  

He has also been involved in directing a hold harmless analysis to determine the potential rate impact and hold harmless costs associated with making remaining members of the Municipal Energy Agency of Mississippi whole after a certain member terminated the power supply arrangements.

Planning for Electric Utility Restructuring

Mr. Arsuaga has directed analyses for industrial clients, providing assistance with capital decisions in a deregulated environment.  This work involved developing scenarios for long-range sustainable pricing practices in a deregulated electric utility market for generation.  It also involved preparing projections of both time-of-day marginal costs and market clearing prices for various market regions of the United States based on these pricing practices.  These analyses take into account transmission import and export capabilities between market areas, load and resources in several NERC reliability regions, annual economic conditions, market behavior, reliability standards and other factors.  

Mr. Arsuaga also assisted the Municipal Energy Agency of Mississippi with its input to the Mississippi Public Service Commission staff’s Proposed Transition Plan for Retail Competition in the Electric Industry and in this capacity, has met with the staff to discuss restructuring in Mississippi.

Electric Power Resource Planning

Mr. Arsuaga has an extensive background in preparing electric resource planning studies for municipal utilities and joint action agencies.  He has either prepared or directed the preparation of electric resource planning studies for the City of Columbia, Missouri; the Florida Municipal Power Agency; the Municipal Energy Agency of Mississippi; the Bahamas Electricity Corporation; the City of Tallahassee, Florida; the Utility Board of the City of Key West, Florida; the Sebring Utilities Commission; the City of St. Cloud, Florida; the Fort Pierce Utilities Authority; the City of Vero Beach, Florida; and a large improvement district.  These studies, which make conclusions and recommendations regarding the client’s participation in specific power supply projects, have included screening type analyses which focus on identifying a list of reasonably attainable potential alternatives as well as comprehensive studies which cover power supply related areas such as load forecasts, reliability, environmental impact, economic/financial feasibility, bond requirements, rate impact and risk analysis.

Request for Proposal Services

Mr. Arsuaga has been a lead team member or project manager on power supply solicitations involving the City of Tallahassee, Florida; the Florida Municipal Power Agency; the City of Hagerstown, Maryland; the Town of Thurmont, Maryland; the Town of Front Royal, Virginia; the Alabama Municipal Electric Authority; the City of St. Cloud, Florida; Golden Spread Electric Cooperative, Inc.; the Municipal Energy Agency of Mississippi; the Jacksonville Electric Authority; the Orlando Utilities Commission; Idaho Power Company; Hydro Quebec; the City of Columbia, Missouri; North Little Rock, Arkansas; Benton, Arkansas; Conway, Arkansas; and the City of Mt. Dora, Florida.  This process included preparation of the Request for Proposal and evaluation manual, evaluation of the proposals and negotiations with the potential power suppliers.  Mr. Arsuaga has also participated in meetings and discussions with state public commission staff’s in Florida and Texas, and has testified in a Public Utility Commission Hearing relative to the RFP Process.

Reliability Studies

Mr. Arsuaga has been involved in evaluating electric system reliability and determining reliability criteria for electric utilities.  These studies have involved estimating various measures of reliability, such as loss of load probability (LOLP), loss of load hours (LOLH) and expected unserved energy (EUE) for isolated and interconnected power systems.  He is currently involved in a reliability study for the City of Tallahassee, Florida that involves modeling the reliability of the electric system including peninsular Florida and Georgia.

Litigation Support

Mr. Arsuaga has been involved in litigation support services associated with wholesale electric rate filings, territorial disputes and damage studies.

He has prepared analyses and testimony for Case No. 87-00103 CIV before the U.S. District Court Southern District of Florida, Miami Division, City of Homestead vs. Imo Delaval and Transamerica Corporation, which was amicably settled.  He has also prepared analyses and testimony in cases for the Municipal Electric Authority of Georgia, the City of Tallahassee, the Florida Municipal Power Agency and industrial clients relating to wholesale power costs, territorial issues and transmission access.

Mr. Arsuaga has testified before the Florida Public Service Commission with regard to territorial issues involving the Fort Pierce Utilities Authority and Florida Power & Light; before the Public Utility Commission of Texas with regard to the selection of resources through an RFP process; and before the Mississippi Public Service Commission regarding deregulation issues and has submitted testimony to the Federal Energy Regulatory Commission regarding power supply issues.

Financial Planning and Analysis

Mr. Arsuaga has been involved with the preparation of numerous official statements for bond refunds and the financing of new electric generation facilities including the North Carolina Eastern Municipal Power Agency, the Utility Board of the City of Key West, the Florida Municipal Power Agency, the Municipal Energy Agency of Mississippi, the Municipal Electric Authority of Georgia and the City of Tallahassee, Florida.  Mr. Arsuaga has also assisted financial institutions with the evaluation of a merchant generation project in California; Arizona; Nevada; Texas; Mississippi; and Alberta, Canada.  Mr. Arsuaga’s experience has enabled him to analyze the financial aspects of municipal projects including pro forma results, adequacy of liquidated damages, bond indenture requirements, various financing methodologies, tax-exemption considerations, arbitrage and other financial related factors.

Gas Fuel Supply

Mr. Arsuaga has performed various studies relating to gas fuel supply for the Fort Pierce Utilities Authority ("Authority") and the City of Vero Beach Electric Utilities ("City") to determine the most economic level of firm gas service and the most economic mix of firm transportation versus firm service with the Florida Gas Transmission Company ("FGT").  The analysis involved projecting the daily gas usage for the combined Authority and City electric production facilities and determining the level of firm gas transportation and firm service that represented the lowest cost, taking into account the cost of generating on alternative fuels, potential curtailments of interruptible gas and take or pay gas supply charges.  The Authority and the City based nominations for FGT’s Phase II and III gas pipeline expansions on these analyses.

Competitive Analyses, Mergers and Acquisitions

Mr. Arsuaga has performed analyses associated with determining the economic benefits of mergers and acquisitions for electric utilities.  One such analysis evaluated the impact of acquiring an additional service territory for the Sebring Utilities Commission.  This analysis, which was submitted to the Florida Public Service Commission, indicated the impact on the Sebring Utilities Commission’s existing and transferred customers of the proposed acquisition of an additional service territory.

Another analysis, which was prepared for the Fort Pierce Utilities Authority, evaluated the impact on Fort Pierce’s customers of a proposed transfer and acquisition of service territories and associated customer accounts between Fort Pierce and Florida Power & Light. This analysis included an evaluation of equipment value, incremental and decremental revenues and potential load growth for the areas involved.

Mr. Arsuaga evaluated the competitiveness of the City of Homestead, Florida to address potential future events such as the commencement of purchased power contracts for which the City is committed, power supply sales, acquiring additional territory and potential changes in administration costs.

Training and Information Presentations

Mr. Arsuaga has made numerous presentations before Utility Boards and City Commissions relating to electric resource planning and was a guest lecturer on Integrated Resource Planning in an IEEE Power Generation Seminar lecture series.  He prepared technical papers on the RFP process, determining the market value of generation capacity in a deregulated utility environment, and local marginal pricing which were presented at technical conferences and published.
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