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PROCEEDI NGS

2 (Transcript follows in sequence from

3  Volume 2.)

4 CONTI NUED EXAM NATI ON

5 BY MR PERKO

6 Q And M. Wod, have you prepared a sunmary of

7 your testinony?

8 A Yes, | have.

9 Q Coul d you please present it to the Conm ssion
10 at this tine.

11 A Good afternoon, Chairman and Conm ssi oners.

12 My nane is Kyle Whod. | amthe manager of | oad

13 forecasting and nenber analytics at Sem nole Electric
14 Cooperati ve.

15 | hold a Master's Degree in economics fromthe
16 Uni versity of South Florida. | have been enpl oyed at

17 Sem nol e for nearly six years, working exclusively on
18 | oad forecasting and related matters. Prior to that, |
19 was a senior econonm c analyst at Data Consulting G oup
20 for nearly four years.

21 My primary responsibility at Semnole is to
22 develop a fair and reasonable outlook to -- to Sem nol e,
23 our nmenbers, and our nenber coop- -- our nenber

24 consumners.

25 The primary purpose of ny testinony is to
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1 present Sem nole's |load forecast. | also discuss the
2 conservati on and denmand-si de neasures inplenmented by
3 Semnole and its nenbers. | also discuss the anal yses
4 of DSM and conservation neasures presented by M. Hi nes.
5 Sem nol e's | oad forecast is the aggregate of
6 ni ne indi vidual forecasts, one for each nenber
7 cooperative. | forecast the nunber of consuners,
8 energy, and demand requirenents for each nenber.
9 The Sem nole systemis not unlike the state of
10 Florida as a whole. Sem nole serves approxi mately
11 1.6 mllion people, businesses, farns, and schools, and
12 portions of 42 of Florida's 67 counties. Semnole's
13 consuner base, like Florida, is nearly 90-percent
14 residential .
15 Generally, consuner growth rates in Semnole's
16 system have historically exceeded growh rates in the
17 state of Florida as a whole. Over the past ten years,
18 residential consunmer growh in the Sem nol e system was
19 nearly 1 percent annually, on average.
20 The state grew at a slightly-lower rate of
21 0.6 percent. Over the next ten years, residential
22 consuner growh is expected to be 1.5 percent annually
23 on average in the Sem nole systemand 1.4 percent in
24 Fl ori da.
25 We serve large, rural areas that provide the
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1 opportunity for new growh. W serve sone of the

2 fastest-growng counties in the United States that

3 surround sprawl i ng netropolitan areas outside of

4 Sarasota, Tanpa, and Jacksonville. W also serve the

5 Villages, one of the fastest-growi ng comrunities in the
6 United States.

7 Semnole is unique fromthe -- fromthe state
8 of Florida as a whole in that it is a w nter-peaking

9 utility. This neans that our average consumer requires
10 nore capacity in the wwnter than the summer. Despite
11 this difference, however, our nenbers' w nter-capacity
12 need, per consuner, is projected to be 4.4 kilowatts, on
13 average. W utilize a robust, data-driven forecast

14 nmet hodol ogy that takes all of these factors into account

15 in deriving our |load forecast. | amconfident that this
16 Is a reliable estinmate of our power requirenents.

17 Thank you for your tine and attention today.
18 MR. PERKO W proffer the wtness for

19 Cross-exam nati on.

20 CHAI RMVAN GRAHAM  Thank you.

21 M. Wight.

22 MR, WRI GHT: Thank you, M. Chairman.

23 EXAM NATI ON

24 BY MR WVRI GHT:

25 Q Good afternoon, M. Wod.
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1 A Good afternoon.
2 Q QG her than the errata that was di scussed a bit
3 ago, do you have any ot her changes to nake to your

4 testinony?

5 A No.

6 Q Any ot her changes to your exhibits?

7 A No.

8 Q Approxi mately how many ulti mate consuners
9 does -- or rely on Semnole for their bulk electric

10 power supply?

11 A Appr oxi mat el y 780, 000.

12 Q 7807

13 A Thousand.

14 Q Thousand. Ckay.

15 And they represent roughly 1.6 mllion people?
16 A Peopl e, busi nesses, farnms, schools, yes, sir.
17 Q At Page 4 of your direct testinony, you state

18 that wi nter peak has averaged about 3,300 negawatts over
19 t he past three years?

20 A | believe I did, yes, sir.

21 Q Was that an -- an average of the actual peaks

22 served during those three years?

23 A | believe we're talking winter peak. It would
24 be the average of the winter peak over the past three

25 years.

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



308

1 Q That's ny understanding. | just want to nake
2 sure that we are having effective comrunication.
3 What -- what is your role in preparing the
4 ten-year site plans?
5 A | prepare a certain nunber of tables that show
6 the total nunber of consuners, consuners by rate class,
7 consuner sales, wnter and summer demand, net energy for
8 |l oad. | also provide sonme witten texts regarding the
9 | oad forecasts.
10 Q |'"'mnot seeing it right this second, but I
11 believe that you testified that Sem nole's projected
12 winter peak is projected to grow from 3, 398 negawatts,
13 either in 2017 or '18, to -- for 3,909 negawatts 20267
14 A | believe that's the wnter of '26-'27.
15 Q '20- -- okay. Gay. And that's -- that's on
16 Page 11 of your testinony.
17 You al so tal k about filing your |oad forecasts
18 wth the RUS, correct?
19 A Yes, sir.
20 Q Have you ever had a forecast rejected by the
21  RUS?
22 A Not to ny know edge.
23 Q On Page -- Page 13 of your testinony, you talk
24  about Sem nole's whol esale rate structure providing
25 "Menbers" -- capital "M" Menbers -- with price signals
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1 that reflect Sem nole's cost of supplying power in
2 aggregate, correct?
3 A That's correct.
4 Q And by this, you're referring to your
5 wholesale pricing, correct?
6 A Yes.
7 Q And when you use the phrase "in aggregate,"” do
8 you -- do you nean that these are what are sonetines
9 cal |l ed "average enbedded costs"?
10 A I"'mreferring to an aggregate, the nenber
11 coi nci dent peak with Sem nol e.
12 Q Ckay. And what is the basis for the price
13 that is charged? Is it -- is it an average cost of al
14 Semnole's costs divided into demand and ener gy
15 conponent s?
16 A The price that |1'm speaking to here is with
17 regards to the capacity.
18 Q Does the price charge the capacity -- can |
19 use the term"capacity charge" or "capacity price"?
20 A Yes.
21 Q Ckay. Does the capacity charge reflect the
22 average of all of Sem nole's capacity-related costs as
23 identified in some cost-of-service study?
24 A | would have to say that's not ny area of
25 expertise.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



310

1 Q s the capacity price based on nargi na
2 capacity costs or increnental capacity costs, if you
3 know?
4 A What | know is that the capacity cost is based
5 on the aggregate coincident demand that our nenbers have
6 wth Sem nole.
7 Q | understand that that's the -- the basis for
8 | nposi ng the charges on the nenbers. Correct so far?
9 A Yes, sir.
10 Q What |"'mtrying to get at is what the cost is
11 that is spread on that basis and charged to the nenber
12 co-ops.
13 A Sem nol e charges both a capacity charge and a
14 tinme-of-use fuel charge. The intricacies of that
15 charge, | am not opining to.
16 Q So, do you know -- do you know what the cost
17  conponent of the capacity charge is?
18 A It's the cost that Sem nole takes on to
19 provi de power to its nenbers.
20 Q Does Semi nole do a cost-of-service study to
21 determ ne what the capacity charge and the energy charge
22 are to be?
23 A | amnot involved in that process, if Sem nole
24  does do one.
25 Q kay. Do you know whet her the whol esal e
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1 capacity charges reflect the cost of any specific unit?
2 A Again, I'm-- that's not ny area of expertise.
3 Q On Pages 15 and 16, you tal k about the various
4 DSM prograns that are offered by Sem nol e' s nenber
5 cooperatives, correct?
6 A Yes, sir.
7 Q And | think, over on the top of Page 17, you
8 I ndi cate that the cunul ati ve w nt er - peak-denand savi ngs
9 I n 2015 were approxi mately 85 negawatts, correct?

10 A Yes, sir.

11 Q Most of that is voltage reduction, is it not?
12 A Yes.

13 Q In fact, 61 nmegawatts or so is voltage

14 reducti on?

15 A That's correct.

16 Q Do you know what the peak savings fromthe

17 commer ci al coi ncident peak rates is?

18 A Approxi mately 18 negawatts.

19 Q How many nenber co-ops offer rebates?

20 A Currently one.

21 Q And that's Clay Electric, correct?

22 A Yes, sir.

23 Q Do all of the nmenber cooperatives offer all of
24  the other prograns?

25 "Il ask it differently. Does each nenber
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1 co-op -- we know that only Clay offers rebates. Do each
2 of the nenber co-ops offer all of the other prograns

3 that are listed here?

4 A | can't say for sure whether or not they offer

5 all of these.

6 Q Do you know whet her that specific information
7 Is in M. Hones' testinony or exhibits?

8 A M. Hines did conduct DSM and energy-

9 efficiency analysis. | believe that would be in his

10 report.

11 Q Again, just to be clear, ny question was: Do

12 you know whet her each of the other nenber co-ops offers
13 each of the prograns listed here. And you said you

14 don't know. And ny question, then, is: Do you know

15 whether that's included in M. H nes' testinony or

16  exhibits?

17 A My answer was that | don't know if they offer

18 all of these prograns, which was the question that you

19  asked.
20 Q Ri ght .
21 A | do not know if they offer all of these

22 prograns.
23 Q | understand that. And then | just want to --
24 do you believe that that's included in M. Hi nes'

25 testinony and exhi bits?

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



313

1 A M. Hines did do a savings-anal ysis report.

2 And | believe that answer would be in his report.

3 Q On Page 19, you nake the statenent that, as an
4 addi tional point of conparison, TECO which is

5 conparable in size to Seminole in terns of consuners and
6 annual peak demand, is expected to achi eve Conm ssi on-

7 approved DSM goal s of approximately 56 negawatts in

8 sunmer - demand reduction and 78 negawatts in w nter-

9 demand reduction over the course of the sane ten-year

10 period, correct?

11 A Correct.

12 Q Do you nean to suggest that the Comm ssion

13 shoul d accept your 85 negawatts as being an accurate

14 estimate of potential savings because it's conparable to
15 Tanpa Electric's?

16 A No, sir.

17 Q Do you know whet her Tanpa El ectric's approved
18 DSM goal s and prograns include vol tage reduction?

19 A | would have to say | do not believe that it
20 does, but I do not know.
21 Q | can show you a copy of the Conmi ssion's
22 order approving the demand-si de managenent plan of Tanpa
23 Electric Conpany. And I'Il aver to you that | can't
24 find a -- any reference to voltage reduction in it.

25 Wuld you like to take a ook at it and see if you can
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1 find it?
2 A | would have to say | would agree wth you.
3 Q Thank you.
4 How is it that you characterize voltage
5 reduction as a demand-si de neasure?
6 A System -- or Sem nole offers its nenbers a
7 coordi nat ed | oad- managenent - reducti on program Vol t age
8 reduction is one of the prograns. Sem nol e coordi nates
9 wthits nenbers and signals when a peak is expected to
10 occur. Voltage reduction is a way for nenbers to | ower
11  their volt- -- their denmand at the tine of the Sem nol e
12 coincident peak.
13 Q Isn't it true that when voltage reduction is
14 | npl enented, that's a reduction in the anmount of
15 el ectrical energy supplied to cust- -- nenber consuners?
16 A Wthin reasonable limts.
17 MR, WRIGHT: | have a couple of exhibits,
18 M. Chairman.
19 CHAl RVAN GRAHAM  Sure.
20 MR, WRI GHT: Thanks.
21 CHAI RMVAN GRAHAM | think we're at No. 108.
22 MR, VWRI GHT: Thank you.
23 That will be 108. Thank you.
24 M. Chairman, | was slightly mstaken. | did
25 have three. And the first one that | would |ike
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25

marked as -- as 108 is the docunent titled "PSC
2017 annual report on FEECA activities excerpts.”

CHAl RVAN GRAHAM  Ckay.

MR WRIGHT: | do have copies of the conplete
docunent, if anybody wants to see or use -- use
them | -- 1 brought three copies --

CHAI RVAN GRAHAM  Okay.

MR WRIGHT: -- which is kind of the usual
practice.

(Whereupon, Exhibit No. 108 was marked for
i dentification.)

MR WRIGHT: | would like to mark as No. 109
t he docunent that has in the description |line "FRCC
2017 | oad and resource plan excerpts.”

CHAI RVAN GRAHAM  Ckay.

(Whereupon, Exhibit No. 109 was marked for
i dentification.)

MR. WRI GHT: And as Docunent No. -- |I'm
sorry -- Exhibit No. 110, the docunment with the
description "Tanpa El ectric Conpany 2017 ten-year
site plan excerpts, nunber of custoners and
wi nt er - peak demand schedules 2.1, 2.2, 2.3, and
3.2." Ckay?

CHAI RVAN GRAHAM Al right.

MR. WRI GHT: Thank you.
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1 (Whereupon, Exhibit No. 110 was marked for
2 i dentification.)
3 CHAl RVAN GRAHAM M. Perko, do you have
4 copi es of those three docunents in front of you?
5 MR. PERKO  Yes, | do, M. Chairnman.
6 CHAI RMAN GRAHAM  Ckay.
7 M. Wight?
8 MR, WRI GHT: Thank you, M. Chairman.
9 CHAl RMVAN GRAHAM M. Wod, are you marki ng
10 t hese?
11 THE WTNESS: | did.
12 CHAI RMVAN GRAHAM  Ckay. Thank you.
13 THE W TNESS:  Yes.
14 BY MR WRI GHT:
15 Q M. Wod, are you famliar wth FEECA?
16 A Yes.
17 Q And that's the Florida Energy Efficiency and
18 Conservation Act, correct?
19 A | agree.
20 Q Have you ever reviewed the PSC s annual report
21  on FEECA activities?
22 A | believe |I have.
23 Q | would like to ask you to | ook at the
24  excerpt, which is marked as Exhibit 108. |If you woul d,
25 pl ease, turn to Page 3 of -- the nunbered Page 3 of the
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1  docunent, which is the | ast page of the exhibit.
2 And | would like you to -- to ask you to read

3 the first sentence under the heading, "2016 achi evenents

4 and related programcosts.” |If you would, read that out
5 | oud, pl ease.
6 A "Since FEECA' s inception, it is estimted that

7 DSM prograns offered by FEECA utilities have reduced

8 sunmer - peak demand by 7,813 negawatts and w nter-peak

9 demand by 7,224 negawatts.”

10 Q Thank you.

11 | would like to ask you to | ook at the exhibit
12 marked No. 109, which is the FRCC 2017 | oad and resource
13 pl an excerpts.

14 Are you famliar wwth the FRCC cunul ative | oad

15 and resource plan?

16 A Yes, | am
17 Q Thank you.
18 So, you'll agree that the block of this table

19 at the bottom of the page shows the summary of capacity
20 demand and reserve margin at the tinme of w nter peak,

21 correct?

22 MR, PERKO |I'mgoing to object, Your Honor.

23 Lack of foundation. This docunent hasn't been

24 aut henticated as that docunment. | don't know if

25 the witness can say that this is the actual FRCC
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10

11
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13
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17
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19

20

21

22

23

| oad and resource plan. It hasn't been
aut henti cat ed.

CHAI RMAN GRAHAM He said he has the entire
docunent. If you would like a copy of it, | can
have him give that to both you and the witness, if
you' re doubting the authenticity of this excerpt.

MR. PERKO My problemis -- ny problemis
this is hearsay. M. -- it could look like the
FRCC regional |oad and resource plan, but | don't
know where it cane from It hasn't been
aut henti cat ed.

CHAI RMAN GRAHAM Do you have the entire
docunent ?

MR, WRI GHT: Yes, sir.

CHAI RMAN GRAHAM Can | give M. Perko and the
W tness a copy of the docunent?

MR, WRI GHT: Yes, sir.

|"mjust giving the witness a chance to | ook
at this, M. Chairnan.

CHAl RVAN GRAHAM  Sure. Sure.

MR, VWRI GHT: Thank you.

CHAl RMVAN GRAHAM  All right. Just tell him

where it is in the docunment.

24 BY MR WVRI GHT:

25

Q Ckay. M. Wod, Semnole is a nenber of the
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1 FRCC, is it not?
2 A Yes, it is.
3 Q | think you said you're famliar with the
4 FRCC s regional |oad and resource plan?
5 A Yes, | am
6 Q Do you agree that this appears to be an
7 aut hentic copy of this docunent?
8 A To the best of ny know edge.
9 Q "To the best of ny know edge" -- yes?
10 A That's correct.
11 Q Thank you.
12 If at any tinme you want to refer to the whole
13 docunent, that's conpletely fine, but now, | would ask
14 you to look at -- in fact, why don't you go ahead and
15 | ook at Page 31 of -- of the -- the full docunent, since
16 you've got it.
17 A " mthere.
18 Q And can you confirmthat that's the sane as
19 Page 31 in the excerpt that | handed you?
20 A | believe that it is.
21 Q Thank you.
22 And this -- this page of the FRCC | oad and
23 resource plan shows, at the -- in the bottomtable, the
24 summary of capacity demand and reserve margin at tinme of
25 wi nter peak, correct?
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1 A | don't believe | can agree with you on that.
2 Q Surely you will agree that is the title of the
3 table, yes?

4 A It is.

5 Q Wiy, then, can you not agree that that is what
6 this table shows in this authentic docunent?

7 A From what | understand, this is not a

8 coincident winter peak. This is a maxi rumw nter peak
9 anong all of the FRCC utilities.

10 Q So, you believe that Colum 11, net-firm peak
11 demand and negawatts, is the sumof different coincident

12 peaks of the FRCC nenbers?

13 A Yes.
14 Q What's the basis for that belief?
15 A | have seen this docunent. | believe, if

16 menory serves ne correctly, the FRCC does not coll ect

17 one wi nter peak for all utilities, but rather the

18 coi ncident peak for all utilities.

19 Q So, what's your understanding of the installed
20 capacity val ues interchanged and firmnon-utility

21 purchases shown in this table?

22 A This is the first tinme |I'm|l ooking at that

23 value. In the past, when I've referred to this

24  docunent, |'ve never referred to this colum.

25 Q What, if any, understanding do you have of the
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1 reserve margin shown in -- the reserve-margin
2 I nformati on shown in Colums 9 and 10, and 12 and 13.
3 A Again, this is the first time I'm| ooking at
4 these colums as well. Typically, when | refer to this
5 docunent, | would refer to the total peak demand and the
6 net-firm peak demand.
7 Q Ckay. And what do you think the net-firm
8 peak- demand nunber represents? Let's say for 2017-'18,
9 in the table, it shows 4,000 -- 41,980 -- 94 --
10 41,994 negawatts. What do you think that nunber is?
11 A 41, 9947
12 Q Yes.
13 A | believe that is the demand net of certain
14 adj ustnents having to do with demand-si de nanagenent.
15 Q Do you understand that to be the net-firm peak
16 demand served coincidentally by the FRCC utilities?
17 A No.
18 Q So, correspondingly, the reserve margin with
19 exerci sing | oad nanagenent and interruptible you believe
20 IS not a reserve margin with reference to the entire
21 FRCC syst enf?
22 A Again, ny understanding is that this is
23 reflecting the coincident peak demand for a particul ar
24 utility and then aggregating those coi nci dent peak
25 demands together to reflect a winter peak for a given
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114 W. 5th Avenue, Tallahassee, FL 32303

1 year for the FRCC region.
2 Q So, would it be your belief that this value is
3 greater than the coincident peak for all of the FRCC
4 utilities nmeasured at the coincident-peak hour of the
5 wnter season?
6 MR PERKO [|I'mgoing to object to form
7 You're -- | -- | think that's unanswerable. |[If the
8 w tness can answer it --
9 CHAI RMVAN GRAHAM  How i s it unanswerabl e?
10 MR PERKGO [|'Il wthdraw the objection.
11 CHAI RVMAN GRAHAM  Ckay.
12 THE WTNESS: If | may, just a clarification
13 on the question, please.
14 BY MR WRI GHT:
15 Q Sure.
16 A Ei t her pl ease repeat the question or rephrase
17 I t.
18 Q Okay. I n your previous responses, you stated,
19 | think, that you believe that the total peak demand and
20 the net-firm peak denmand are the sum of the individual
21 utility peak demands for the FRCC utilities. D d |
22 under stand your testinony correctly?
23 A Yes, that's correct.
24 Q Ckay. | think you would agree that the sum of
25 the individual utilities' peak demands cannot be | ess
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1 than the peak demand for the entire FRCC system would
2 you not?
3 A Are you -- again, nore clarification. Are you
4 saying that we should | ook at one coi nci dent-peak period
5 for all utilities in the wnter?
6 Q Wll -- when | ook at that nunber,
7 represented by the FRCC to the Florida Public Service
8 Comm ssion, | think net-firm peak demand woul d nean the
9 net-firm peak demand served by all of the FRCC utilities
10 at the tine of the coincident peak for the FRCC
11 A Ckay.
12 Q Now, you, apparently, don't agree with that
13 and I'mjust trying to understand what you believe.
14 A What | believe is that each utility has a
15 uni que coi nci dent peak demand. It is quite possible
16 that all of the utilities in the FRCC region had a
17  coincident peak at the sanme hour on the sane day on --
18 in the same nonth, but | can't -- | can't say that the
19 nunber that's reflected here is that. Wat |'m saying
20 Is that this is the sumof each utility's coincident
21  peak denand.
22 Q And if -- if they did all occur at the sane
23 hour, then that would be the sane thing, correct?
24 A If all the utilities had --
25 Q -- peaked during the sane hour.
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1 A -- sane tine -- yes.

2 Q Ckay. |If they peaked at different tines,
3 wouldn't it be true that the sumof their individual
4 coi nci dent peak demands woul d be greater than the

5 hourly -- the single-hour FRCC peak?

6 A Yes.
7 MR, WRI GHT: Excuse nme just a mnute,
8 M. Chairman. | have another exhibit that's
9 closely related to this. 1'Il be right with you.
10 CHAI RVMAN GRAHAM  Ckay.
11 MR WRIGHT: M. Chairman, | think 1117
12 CHAI RVAN GRAHAM  Yes.
13 MR, VWRI GHT: Thank you.
14 CHAI RMVAN GRAHAM  You got a title for nme?
15 MR WRIGHT: Yes, sir: FRCC presentation,
16 2017 ten-year site-plan workshop excerpts, cover
17 page and -- and desi gnated nunbered pages.
18 (Whereupon, Exhibit No. 111 was marked for
19 i dentification.)
20 MR WRIGHT: And as with respect to the
21 previ ous docunent, | have three conplete sets of --
22 of this docunent.
23 CHAl RMVAN GRAHAM Wl |, let's hold on and see
24 if we need it or not.
25 MR, WRI GHT: Yes, sir.
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1 CHAl RVAN GRAHAM M. Wight?

2 MR, WWRI GHT: Thank you.

3 BY MR WRI GHT:

4 Q M. Wod, do you cone to the ten-year site-
5 pl an wor kshops?

6 A If you're speaking to this particular one, |
7 did not attend this workshop.

8 Q Have you attended ot her ten-year site-plan
9  workshops?

10 A Per haps by phone, but not in-person.

11 Q Have you had the opportunity to | ook at FRCC
12 presentations |ike this?

13 A | have.

14 Q Does this | ook |ike sonething the FRCC

15 presents in updated formeach year at the annual ten-

16 year site-plan workshop conducted by this Conm ssion?

17 A It does.
18 Q If you would like to see the conplete
19  docunent, |'m happy to hand you a copy. Do you have any

20 reason to doubt the authenticity of this docunent?

21 A | would like to have the entire docunent.

22 Q You got it (handing to w tness).

23 A Thank you, sir.

24 Q You bet.

25 CHAl RVAN GRAHAM M. Wi ght.
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1 MR, WRI GHT: Thank you, M. Chairman.
2 BY MR WRI GHT:
3 Q M. Wod, | would |ike to ask you to | ook at
4 the page nunbered 22, which, | think, is about the fifth
5 page in to the docunent. [It's nunbered 22 in the bottom
6 ri ght-hand corner of the page.
7 A |'ve got --
8 Q It shows -- you with ne?
9 A Yeah.
10 Q It shows plan reserve margin based on firm
11 | oad, correct?
12 A Correct.
13 Q kay. Let's look at the 2017 -- it -- it's
14  got what appears to ne to be sort of a brown bar for the
15 sumer and the -- and a blue bar for the winter reserve
16 mar gi n, correct?
17 A Correct.
18 Q And if | look at the blue -- blue bar and
19 conpare it -- for 2017 -- and conpare it to the reserve-
20 margi n percent on the left-hand Y-Axis, that |ooks |ike
21 about 38 percent, correct?
22 A It's between 35 and 40 percent.
23 Q VWell, let's |ook back at the docunent we were
24  just |ooking at, Page 31 of what has been narked as
25 Exhibit 109. | think if you look in the far right-hand
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1 corner of the 2017-'18 row, it shows 38 percent as the
2 reserve margin, correct?

3 A Correct.

4 Q Now, do you understand this to be the FRCC s

5 projection of the reserve margin for the entire FRCC

6 systen?

7 A Based on |l ooking at it right now, yes.

8 Q Thank you.

9 M. Wod, | believe you also have a -- a

10 docunent that's been marked for i1dentification as
11 Exhibit No. 110, Tanpa El ectric Conpany 2017 ten-year

12 site-plan excerpts?

13 A Yes.

14 Q Wth certain schedul es.

15 | would like to ask -- | would Iike to ask you
16 to turn, please, to the |ast page of the docunent. |It's

17 Schedule 3.2 from TECO s plan, nunbered Page 44 of the
18 plan. And as wth the other docunents, | have conplete

19 copies if you would like to see them

20 A Yes, please.

21 MR, WRI GHT: You've got it.

22 May we take a short break, M. Chairnman?

23 CHAI RMVAN GRAHAM  How | ong of a break are you

24 t al ki ng about ?

25 (Discussion off the record.)
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1 MR WRIGHT: W can skip the break. It -- it

2 appears that -- that ny docunent-control system--
3 that would be nme -- has et ne down. | don't think
4 that | have Tanpa Electric's conplete ten-year site
5 plan with ne.

6 CHAI RMAN GRAHAM  Ckay.

7 BY MR WRI GHT:

8 Q M. Wod, you have reviewed ten-year -- Tanpa
9 El ectric Conpany's ten-year site plan in the past, have
10 you not?

11 A | have seen it.

12 Q Do you have any reason to doubt the

13 authenticity of the pages that |'ve presented to you

14 here are part of Tanpa El ectric Conpany ten-year site

15 pl an?

16 CHAI RMVAN GRAHAM M. Wight, he asked for the
17 full docunment, which you cannot produce. So, let's
18 nove on.

19 MR, WRIGHT: Ckay. M. Chairman, | would |ike
20 to hand the witness a copy of what's already been
21 identified for purposes of this hearing as --

22 subject to official recognition. |It's Tanpa --

23 it's Semnole Electric's 2017 ten-year site plan.
24 CHAl RVAN GRAHAM  Sure.

25 M. Perko, do you have a copy of that?
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1 MR. PERKO We're checking, M. Chairnman.

2 CHAl RVAN GRAHAM  Sure.

3 M5. DZI ECHCl ARZ: M. Perko, we have an extra
4 copy, if you need one.

5 MR, PERKGO  Thank you.

6 |"ve got it, M. Chairman. Thank you.

7 CHAl RVAN GRAHAM Al right. M. Wight.

8 MR, WRI GHT: Ckay. And | have |ucked out, |
9 found ny Tanpa Electric ten-year site plan.

10 BY MR WRI GHT:

11 Q For now, | would like to ask you to | ook at
12 Page 13 of your -- Semnole's ten-year site plan.

13 A Ckay.

14 Q I f you woul d, please |ook at the row headed,
15 on the left side -- it -- the -- that page is

16  Schedule 3.2, "Hi story and forecast of w nter-peak

17 demand in nmegawatts," correct?
18 A Correct.
19 Q And if you |look at the row with the header

20 2017-'18, that shows a whol esal e peak denmand of

21 3,727 nmegawatts, correct?

22 A That's correct.

23 Q And that -- that -- that is Sem nole's

24 coi nci dent peak demand for that winter, as projected,

25 correct?
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Yes.

2 Q Thank you. Thank you.
3 Ckay. | just want to go across that row. And
4 It appears that there are certain reductions to get from
5 the -- fromthe total demand to net-firmdemand. Those
6 reductions appear to ne to be interruptible | oad,
7 31 negawatts; distributed generation, 71 negawatts; and
8 residential | oad managenent, 102 negawatts, correct?
9 A Correct.

10 Q And that totals to 204, in ny arithnetic,

11 correct?

12 A | would have to | ook at your cal cul ati on.

13 | -- 1 haven't calculated it nyself.

14 CHAl RVAN GRAHAM  Subj ect to check.

15 THE W TNESS. Subj ect to check

16 BY MR WRI GHT:

17 Q Can you add those three nunbers together and
18 tell nme what you cone up wth?

19 A It looks Iike approximtely 202, 204.

20 MR, WWRI GHT: Thank you.

21 M. Chairman, as | said, | found ny copy of

22 the Tanpa El ectric Conpany's ten-year site plan.

23 May | hand one to the w tness?

24 CHAl RMAN GRAHAM I f you have a copy for the
25 W tness and M. Perko, yes.
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MR WRIGHT: | don't have one for M. Perko.
| have one copy.

CHAl RVAN GRAHAM W need a copy for both the
wi tness and the attorney.

MR WRIGHT: |'Il aver to you | printed this
off the PSC s website. It is what it is. If -- if
you're not going to let ne question the wtness
about it now, I'll see what | can do |ater, but I
really think that this is conpletely appropriate.
This is a regul ar docunent, recognized by the
Comm ssion in the official course of business.

CHAI RMAN GRAHAM  Which is fine, but usually
i f you have an excerpt froma regul ar docunent,
you'll bring a copy for the witness and for his
attorney just in case he questions the authenticity
of it --

MR WRIGHT: Yes, sir.

CHAI RMVAN GRAHAM  -- which he has on two ot her
docunent s.

MR, PERKO As well as other information that
may be pertinent to this exam nation.

MR WRIGHT: Well, I'Il tell you what, 1"l
nmove on and |I'Il see if | can cone back to this.

CHAI RMAN GRAHAM  Ckay.

MR. WRI GHT: Thank you.
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1 CHAl RMVAN GRAHAM M. Wi ght.
2 BY MR WRI GHT:
3 Q In your direct testinony, you assert that

4 Sem nole's current | oad forecast Is reasonabl e for

5 | ong-term pl anni ng, correct?

6 A Yes, | do.

7 Q What nmakes a forecast reasonabl e?

8 A There are multiple things that nmake a forecast

9 reasonabl e: the process, itself; the anal ysis of

10 forecast accuracy.

11 Q And when you say anal ysis of forecast

12 accuracy, to what are you referring?

13 A In ny testinony, | produced -- in ny rebuttal
14 testinony, | produced an anal ysis of forecast accuracy,
15 and | would be referring to that.

16 Q Now, was that -- was that actual versus

17 forecast or was that your ex-post, ex-ante? And |

18 really did not intend to get into your rebuttal anyway.

19 A | would be referring to nmy ex-post-anal ysis.
20 Q Thank you.
21 You haven't worked on | oad forecasting other

22 than at Sem nol e, correct?

23 A That's correct.

24 Q Do you personally, in -- in your consideration

25 of demand-si de-managenent savings -- do you personally
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1 do any anal yses of the penetration rates or

2 | npl ementation rates of various prograns?

3 A | have | ooked at this type of information in
4 the past.

5 Q I n connection with your work, leading up to

6 this case, did you do any analysis of |ikely

7 | npl enentation of solar at the -- on the custoner's side
8 of the neter?

9 A Yes, | have.

10 Q What -- what -- what do you perceive is going
11 on there?

12 A | believe that, behind the neter, solar

13 generation is saturating on the residential side and

14 also, to sone extent, on the commercial side. And |

15 have conducted an analysis to neasure that saturation.
16 Q And what -- what -- if you can tell us,

17 currently, what is the estinmated saturation val ue

18 anongst Sem nol e's nenber cooperatives?

19 A VWll, there are several ways that | would

20 address that and -- to what period are you referring to?
21 Q Currently.

22 A Current. | would have to | ook at ny anal ysis

23 to tell you.

24 Q Do you -- do you think -- do you think it's,
25 | i ke, 1 percent or 2 percent or can -- you just can't
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1 say?
2 A | wouldn't want to specul ate.
3 Q Have you done an anal ysis of projected solar

4 saturation?

5 A | have.
6 Q And where do you think that's headed?
7 A In terns of capacity, |'ve projected

8 exponential growh in solar saturation, and |'ve

9 reflected that in ny | oad forecast.

10 Q Do you do anything simlar with respect to
11  solar conbined with on-site storage?

12 A No.

13 Q Do you know when the next round of goal s-
14 setting for the FEECA utilities will be conducted by

15 t his Comm ssi on?

16 A Of the top of ny head, no.
17 Q Do you know when the l[ast cycle was?
18 A | would have to look -- | would have to refer

19 to the docunent.
20 Q Wth respect to the anal ysis of forecast
21  accuracy we discussed a m nute ago, have you anal yzed

22 errors ex-ante to informyour planning process?

23 A Yes.

24 CHAl RMVAN GRAHAM M. Wight, if you're just

25 trying to kill time until your copies cone, we can
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1 go to staff and Comm ssioners and cone back to you.

2 MR WRIGHT: | would appreciate that very

3 much.

4 CHAI RMVAN GRAHAM St aff.

5 MS. DZI ECHCI ARZ: Staff does have just a few
6 questions. Thank you.

7 EXAM NATI ON

8 BY Ms. DZI ECHCl ARZ:
9 Q Good afternoon, M. Wod. |'m Rachel
10 Dzi echciarz. And the sane qualifications -- if you need

11  any clarification or anything, please just |let nme know.

12 A Thank you.

13 MS. DZI ECHCI ARZ: Chairman, right now, |I'm

14 distributing a reference sheet that staff woul d

15 like to use in order to assist with the anal ysis.
16 And 1'Il -- 1'"Il explain it once everybody has it.
17 CHAI RMAN GRAHAM  Ckay.

18 M5. DZI ECHCI ARZ: The nunbers in the sheet can
19 be used or can be found in all of the Exhibits or
20 in the 2017 ten-year site plan that's been

21 officially recognized.

22 Thank you. W would like to mark this as

23 Exhibit No. 112 --

24 CHAI RMAN GRAHAM  Ckay.

25 M5. DZI ECHCI ARZ: -- if that's okay and --
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1 MR. PERKGO  Just for the record, M. Chairnman,
2 if I could ask, is this the sane docunent you
3 provided to us earlier, M. --
4 MS. DZI ECHCI ARZ: Yes, it's the one | provided
5 earlier ine-mil. Yep.
6 MR, PERKGO  Thank you.
7 MS. DZI ECHCI ARZ: And if | may have 30
8 seconds, let ne find ny copy of it, please.
9 Ckay. If we could title it, "Wnter Peak
10 Demand Forecast Changes in Sem nole's Load Forecast
11 St udi es. "
12 (Whereupon, Exhibit No. 112 was marked for
13 i dentification.)
14 BY Ms. DZI ECHCI ARZ:
15 Q And M. Wod, if you wouldn't mnd just
16 reviewi ng the docunent, and I will give a sunmary of the
17 nunbers that we have on here.
18 A kay. |'ve reviewed the docunent.
19 Q kay. So, staff's -- this exhibit shows
20  Sem nol e' 2020-t hrough-2023 forecast of net w nter-peak
21  demand, as provided in Sem nole's 2014 through 2017
22 ten-year site plans and its 2017 | oad-forecast sunmary.
23 And you can -- |oad-forecast study. And that woul d be
24  the Rows 1 through 5 right there.
25 It also shows the year-over-year differences
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1 I n such forecasts, which is Row 6 through 10, and the
2 percent change reflected in those year-over-year
3 differences, reflected in Rows 11 through 15.
4 Finally, it shows the major enhancenents
5 you've cited in your testinony to Sem nole's forecast
6 met hods since 2015 and the year in which such
7 enhancenents first inpact either Semnole's ten-year
8 site plans or |oad-forecast study. And to be clear, |
9 wll hold off asking any questions related to the
10 maj or - enhancenents portion until your rebuttal
11 testi nony.
12 Subj ect to check, can you agree that |'ve
13 accurately described the information contained in this
14 graph?
15 A | have checked these nunbers and they are
16 correct.
17 Q Thank you.
18 So, if youreview-- if you could please
19 review the data shown in Rows 1 through 5, is it correct
20 that this data -- again, subject to check -- shows a
21 general decreasing trend in Sem nole's forecast of 2020-
22  through-2023 wi nter peak demand, beginning with the
23 forecast appearing in the 2015 ten-year site plan, and
24 extendi ng through the forecast in the 2017 | oad-f orecast
25  study?
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1 A Yes, ma'am that's correct.
2 Q And just to be clear, was the w nter-peak-
3 demand forecast, shown in Row 5, |abeled "2017 LFS," a
4 forecast that was prepared subsequent to the 2017
5 ten-year site-plan forecast that was shown on Row 4?
6 A That is correct.
7 Q Is it -- is it correct that the w nter-peak-
8 demand forecast, shown on Row 5, |abeled "2017 LFS," is
9 Sem nol e' s wi nter-peak-demand forecast supporting
10 Semnole's need study in this proceedi ng?
11 A That is correct.
12 Q And if you please | ook at Rows 6 through 10,
13 this section of the exhibit shows the year-over-year
14 differences in the forecast appearing in Rows 1 through
15 5. So, for exanple, Row 6 indicates that the 2015
16 ten-year site plan w nter-peak-denand forecast for the
17 2021 wi nter season was 657 negawatts | ower than the 2014
18 ten-year site-plan forecasts; is that correct?
19 A That is correct.
20 Q And the data shown in Row 10, which is the sum
21 of Row 6 through 9, indicates that the 2017 | oad-
22 forecast studies' w nter-peak demand forecast is
23 significantly lower for the three winter seasons shown
24 conpared to its 2014 ten-year site plan, correct?
25 A That is correct.
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1 Q And this is reflected in percentage terns on
2 Li ne 15?
3 A That is correct.
4 Q Ckay. Thank you.
5 And now, noving to the portion of the need
6 study that you sponsored, specifically Page 47 of 1583,
7 whichis within Section 5.2.4 -- and I''ll -- if you'l
8 | et me know when you're there, I'll wait for you.
9 A Just to be clear, what tables are we referring
10 to?
11 Q Tabl e 15.
12 A Tabl e 15. Thank you.
13 Q O which an errata was filed on March 9th --
14 A Yes.
15 Q -- for this table. Yes.
16 So, this table shows the annual net-energy
17 | oad for seasonal net-firm demand, and the schedul e
18 shows Sem nol e's forecast of net energy for |oad, summer
19 net-firmdemand, and wi nter net-firm demand, begi nning
200 with the year 2017, correct?
21 A That is correct.
22 Q And is it correct that the actual amounts for
23 the year 2017 for these netrics were not avail able at
24 the tinme -- were not available to the conpany at the
25 time it filed its petition in this proceedi ng?
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1 A That is correct.

2 Q And do you have those actual anounts for the

3 year 2017 at this tinme?

4 A | do.

5 Q And what are those actual anmounts for the 2017
6 net energy for |oad, sumrer net-firm demand, and w nter

7 net-firm demand?

8 CHAI RMAN GRAHAM  Are those the nunbers that
9 are on the errata sheet?
10 M5. DZI ECHCI ARZ: No. These are nunbers we
11 don't have yet.
12 CHAI RMAN GRAHAM  Ckay.
13 THE WTNESS: The first nunber for summer-peak
14 demand 2017, actual, 3, 114.
15 | did provide an initial nunber for the
16 wi nt er - peak demand of 2017-2018, which was 3, 853.
17 And | do have an update to that nunber as well.
18 That nunber is 3,932.
19 The 2017 actual value for net energy for |oad
20 Is 14, 325.
21 M5, DZI ECHCI ARZ: Ckay. Thank you, M. Wod.
22 Staff has no nore questions at this tine.
23 THE W TNESS:. Thank you.
24 CHAI RMAN GRAHAM  Conmi ssi oner Pol mann.
25 COW SSI ONER PCLMANN:  Thank you,
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1 M . Chai r man.

2 Afternoon, M. Wod.
3 THE WTNESS: Good afternoon.
4 COMM SSI ONER POLMANN:  Your testinony invol ves
5 forecasting. Does -- does that include both
6 forecasting the | oad, neaning on the demand side as
7 well as on the production side?
8 THE WTNESS: | forecast at the delivery
9 point, the |oad at the delivery point, the denmand
10 at the delivery point.
11 COW SSI ONER PCLMANN:  So, with regard to the
12 utility's ability to neet that demand at the
13 delivery point, are you considering the capacity?
14 THE WTNESS: Yes, | am
15 COMM SSI ONER POLMANN: W thin the forecast
16 analysis, what is the tine scale -- not necessarily
17 the -- the year tine frane, neaning ten years or 30
18 years, but you have year-by-year results. But are
19 you | ooking at it nonth-by-nonth or seasonally?
20 There's a |l ot of w nter-peak discussion going on
21 here, but are you -- are you | ooking at nonth-by-
22 nmonth or --
23 THE W TNESS:. Yes, sir.
24 COW SSI ONER PCLMANN:  How is that?
25 THE WTNESS: Yes, sir. | look at it
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nont h- by-nmont h and by season, w nter and summer
season.

COMM SSI ONER POLMANN:  Were you here earlier
today during the cross-exam nation of M. Ward?

THE WTNESS: | was.

COW SSI ONER PCLVANN: Ckay. Wth regard to
evaluating alternative portfolios, were you
personally involved in that analysis that ended up
going to the Sem nole board that led to the
sel ection of the proposed alternative?

THE WTNESS: M involvenent was limted to
the | oad forecast, itself.

COW SSI ONER PCLMANN:  Ckay. There was --
| -- 1 believe, in your introductory remarks, you
used -- correct ne if -- if I'mmstaken, but |
believe you used a term"fair and reasonabl e
outl ook”™ with regard to your custoners -- your
menber cooperatives, including your nenber
CONSUITEr S.

THE W TNESS: Yes, sir

COW SSI ONER PCLMANN:  Can you explain to us
what you nmean by "fair and reasonabl e"?

THE WTNESS. Yes, sir. | take an independent
analysis in ny work. | strive to be unbiased in ny

analysis, and | strive not to either under-project
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1 or over-project the load forecast. That's what |

2 refer to.
3 COMWM SSI ONER POLMANN: W, here at the
4 Conmm ssi on, have a particular use of the term"fair
5 and reasonable" in terns of our evaluations. And
6 I"'mtrying to determ ne whether you adopt the sane
7 definition or -- you seemto be using the sane
8 words. |'mwondering if you' re aware of our use.
9 And |'m not sure, given your answer, that you're
10 using it the sane way we're using it.
11 THE WTNESS: No, |I'mnot aware of your use.
12 It happens to be a coincidence.
13 COMWM SSI ONER POLMANN:  kay. Thank you.
14 O her than your un- -- your claimof being
15 unbi ased, is there any other -- is there anyone
16 el se or another entity that is judging the -- the
17 forecasting as being fair and reasonable or the
18 out cone being fair and reasonabl e? Wo -- who
19 reviews that?
20 THE WTNESS: Yes, sir. | neet with nenber
21 staff representatives three tines a year in which I
22 explain the | oad-forecast nethodol ogy and
23 assunptions and the projections. | neet with the
24 Sem nol e board of directors, the board of trustees,
25 three tines a year, in which | do the sane.
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| also request that the nenber-representative
staff, the general manager of the nenber
cooperative, the board of directors to the nmenber
cooperative, and the Sem nol e board of trustees al
approve the | oad forecast.

We al so send the | oad forecast to the Rura
Utility Service for approval. And we al so present
the load forecast to credit-rating agenci es.

COMM SSI ONER POLMANN:  And do you ever get
feedback that | eads to corrections or changes in

t he forecast?

THE WTNESS: | do receive feedback from
our -- fromnenber staff representatives and the
general managers. The board of trustees -- they

are certainly open to tell ne their opinion of the
forecasts.

COMM SSI ONER POLMANN:  Ckay. So, you answered
with regard to feedback. Do you -- do you receive
f eedback that |eads -- causes you to nmake changes?

THE W TNESS: The feedback that | receive is
with regards to information that | do not have at
my fingertips, such as what's currently going on in
t he menber system information that | would not
typically find through news. The nenbers know

firsthand the growth in their systemand the types
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1 of usage that their consuners are nmaking.

2 So, | do take that into consideration, into ny
3 | oad forecasts.
4 COMWM SSI ONER POLMANN:  So, is it -- excuse ne.
5 So, is it true that Semnole is the entity that
6 devel ops the forecast and you're re- -- you're
7 responsi ble for that?
8 THE W TNESS: Yes, sir.
9 COMWM SSI ONER POLMANN:  So, from what sources
10 do you gather the -- the data?
11 THE WTNESS: | gather |oad data at the
12 delivery point, hourly |oad data at Semnole. It's
13 col l ected through our system operations departnent.
14 | also collect nenber sal es data and nunber of
15 consuner data, which is provided in the Rural
16 Utility Service form seven report.
17 | also collect data from other sources, third-
18 party sources, including Mody's Analytics and
19 Itron. | collect data fromuniversities such as
20 the University of Florida Bureau of Business and
21 Economi ¢ Research. | also collect data fromthe
22 El A
23 COW SSI ONER PCLMANN:  So, the data that you
24 receive fromnenbers is their actual sal es?
25 THE WTNESS:. Yes, that's their accounting
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sal es.

COW SSI ONER PCLMANN:  Ckay. Do they provide
to you their own forecast in terns of future | oad?

THE WTNESS: They do not.

COW SSI ONER PCLMANN:  Ckay. So, Sem nol e has
the full responsibility and -- for the forecasts.
And you have an obligation to neet the load that's
presented to you; is that correct? They -- the
menber governnents have a demand at the point of
delivery and you have an obligation to neet that
demand.

THE WTNESS: That's correct, sir.

COMM SSI ONER POLMANN:  Back to the concept of

reasonabl e forecasts. And M. Wight had asked a

guesti on about what -- what makes a forecast
reasonable. | would like to ask a nore-specific
guesti on.

Part of your -- your answer in terns of what

nmakes a forecast reasonable, you referred to the
material that's in your rebuttal. And again, |
don't want to get into that now, but if you could,
just describe to us in words, what is the netric
that you're using -- and I'Il call it a goodness of
fit.

Can you give us an overview of that and --
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that mght help nme prepare or limt ny questions
|ater. So, what is a netric that you're using to
determ ne the -- the goodness of the forecast?

THE W TNESS:. Yes, sir. W begin by judging
t he goodness of fit in our training data. Since we
are working with tine-series data, we also do
hol dout anal ysis, which judges the goodness of fit
in the nore-recent period.

W judge the goodness of fit based on several
statistics, but the primary statistic i s nean
absol ute percentage error.

COMM SSI ONER POLMANN:  Okay. Now, is it
correct that, as you look further into the future,
that you woul d expect that nean absol ute percentage
error -- well, let ne back up. So, you're using
hi storical data in order to -- to fit your
forecasting tool s?

THE W TNESS: Yes, sir

COMM SSI ONER POLMANN:  You woul d, then,
expect, wthin the application of the forecast, as
you |l ook into the future, that there would be
uncertainty between your forecasts and the actual
need?

THE W TNESS:. Absol utely.

COMM SSI ONER POLMANN:  I's there any way for
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you -- for you to -- to have confidence intervals
applied to that so that you woul d have a gauge
on -- on what the range of need coul d be?

THE WTNESS: |In ny opinion, the best
confidence interval would be to the -- the variable
that causes the nost variation in the forecast.

And that woul d be weather, which is our high-Iow
forecast analysis. |It's based on severe and mld
weat her .

COMM SSI ONER POLMANN:  And from -- from what
source do you get an estimate of -- of that type of
vari abl e?

THE WTNESS: From our historical weather
data. The source -- the general source is NOAA
We do receive it from AccuWwather. And we nake the
calculation as to the best representation of
weat her in each of our nenber service territories.

COMM SSI ONER POLMANN:  So, you're using
hi storical weather, then, and applying that into
the future?

THE WTNESS: Yes, sir

COMM SSI ONER POLMANN:  Are you assum ng that
weat her fromthe past is going to be the -- the
sane type of weather we're having in the future?

THE WTNESS: Yes, | am

Premier Reporting

(850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



349

1 COMWM SSI ONER POLMANN:  Are there any ot her

2 variables in the -- in the nodel that you calibrate
3 fromthe historical record that you're al so
4 assum ng would be the -- the sane statistical or
5 probabilistic nature in -- in the future?
6 Everything is essentially the sane, you're just
7 kind of running it forward in a probabilistic way?
8 Maybe | can rephrase that. |Is there anything
9 In your -- in your process of fitting the nodel to
10 the historical record that you' ve elected to change
11 going forward and give it a different
12 characteristic?
13 THE WTNESS: Yes, sir. W've done severa
14 applications to our forecasts to consider that.
15 One woul d be energy efficiency, and the change in
16 usage patterns, given weather, given the types of
17 appl i ances that people and busi nesses use through
18 the future. W've also considered the inpact of
19 driver variables on usage into the future, such as
20 popul ati on.
21 COMM SSI ONER POLMANN:  So, you're accounti ng
22 for population growth?
23 THE W TNESS:. Yes, sir.
24 COW SSI ONER PCLMANN:  And you woul d expect
25 gromh to be -- the rate of growh to be different
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1 in different parts of your region?

2 THE W TNESS: Absol utely.
3 COMM SSI ONER POLMANN:  You had nentioned, with
4 regard to growh, a few nonents ago, | believe --
5 oh, I"'msorry. Let ne back up. There was
6 di scussion here a few m nutes ago regarding, |
7 believe, alternative energy source, specifically to
8 sol ar energy, installed capacity within the region.
9 And | understood that discussion to be install ed,
10 not within your utility, as you were utilizing that
11 as a source, but dispersed within the region.
12 THE WTNESS: That's correct.
13 COW SSI ONER PCLMANN: I nstall ed capacity by
14 others. And | believe you said you were pl anning
15 to incorporate that or your plan did incorporate
16 that as -- essentially |ooked to you as a denmand
17 reducti on because it was being enpl oyed by others
18 and it would be reduci ng demand at your point of
19 delivery; is that correct?
20 THE WTNESS: That's correct.
21 COMM SSI ONER POLMANN:  And | -- | believe you
22 said you were accounting for -- with regard to
23 growt h as exponential grow h.
24 THE WTNESS: That's correct.
25 COMWM SSI ONER POLMANN:  Did you nean t hat
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1 literally, in the mathematical sense, as

2 exponential growh in -- in that?

3 THE W TNESS:. Yes, sir.

4 COW SSI ONER PCLMANN:  Can you el aborate on --

5 on what -- what that neans in terns of going --

6 going forward, in -- over the long tern? That --

7 that seens to ne it has the potential to becone

8 very, very large. |Is there a constraint sonehow

9 that you' ve inposed on that?

10 THE WTNESS: | would say there is a

11 constraint. That constraint is sonething that we
12 didn't -- we didn't realize in the tine period that
13 we projected because we believed that gromth woul d
14 continue in the tinme period that we projected.

15 We used -- we can take a | ook at the nunber

16 of -- or the total installed capacity and the

17 nunber of consumers who have installed solar units
18 at their hone. And we see that that growth has

19 been exponential over the past five years.

20 So, we apply that gromh rate and then, at a
21 certain period of tinme -- | believe the tine period
22 is around 2021 -- we use ElIA projections of solar-
23 capacity growh in our nodel, which is also

24 exponenti al .

25 COMM SSI ONER POLMANN:  Let ne ask first, are
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1 you know edgeabl e of the specifics of that, the

2 paraneters of that exponential growth rate, or are

3 you just speaking in general terns?

4 THE WTNESS: No, I'm-- I'm-- | did that

5 analysis with ny staff.

6 COW SSI ONER POLMANN:  Ckay. So, the recent

7 five-year period and then going forward the next

8 four or five years --

9 THE W TNESS:. Yes, sir.

10 COMM SSI ONER POLMANN:  It's a fairly-rapid

11 grow h. And then beyond 2021 or 2022 -- are you
12 saying that the rate of growth, even though it's
13 exponential, would be at a | esser rate,

14 different -- different coefficients in the

15 exponential formula --

16 THE WTNESS: Yes, sir. The -- the

17 exponential growh in the past five years is the
18 total nunber of data that we have when we project
19 that the next five years out.

20 Then we refer to the EIA and the total growth
21 In capacity as they projected from 2021 into the
22 future. Even their growth rate is exponential, but
23 at a lesser rate than the first initial five years.
24 COMM SSI ONER POLMANN:  And your total tine

25 frane is -- is 33 years, is that correct, or are
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1 you just looking -- in ternms of the solar being

2 i ncluded, what is the total tine franme of your

3 anal ysi s?

4 THE WTNESS: | believe ny anal ysis goes

5 t hrough 20- -- 2050 in total.

6 COMW SSI ONER POLMANN: Do you know where in

7 the -- in the docket I would find the anount of

8 energy that you're assum ng or that you're

9 i ncl uding as being provided by solar from others?
10 Where -- where would | find that information?

11 don't want to ask you what exactly the nunber is,
12 but -- I nean, if you know, | -- we can look at it
13 now, but where in the testinony or in the -- in the
14 docket woul d that be avail abl e?

15 THE W TNESS:. That was produced as

16 suppl enent al data upon our experts' review --

17 anot her one of our experts' review of ny analysis.
18 Specifically, that would be presented in the 2017
19 | oad forecast study provided to the Rural Utility
20 Servi ce.

21 There is al so suppl enental data that |

22 provi ded as a request for production that shows

23 t hat anal ysi s.

24 COMW SSI ONER POLMANN:  Okay. Thank you.

25 M. Chairman, 1'll have additional questions
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1 on rebuttal. That's all | have for now.

2 CHAI RVAN GRAHAM  Conmi ssi oner C ark.
3 COMW SSI ONER CLARK: M. Wod, a coupl e of
4 qui ck questions. You referred to your system peak
5 demand for 2017, 2018. Do you run on a different
6 cal endar year at Sem nol e?
7 THE WTNESS: Yeah, for demand, | refer to the
8 time period between Novenber and March, so --
9 COW SSI ONER CLARK: So, specifically, you
10 gave nme -- you gave 3,932 negawatts as your system
11 | oad for 2017-'18. \What was the system peak in
12 January of 2018? Do you know t hat nunber?
13 THE WTNESS: That is the system peak for
14 January 2018.
15 COMM SSI ONER CLARK:  That is the system peak.
16 What was your |oad forecast for January of
17 20187
18 THE W TNESS: 3, 398.
19 COW SSI ONER CLARK: Ot her than the extrene
20 weat her, were there any other factors that woul d be
21 consistent wth you underestimati ng the needed | oad
22 for January?
23 THE WTNESS: Yes, sir, there's a nunber of
24 factors that may have resulted in that -- that
25 | oad. It could be higher growth and popul ati on,
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1 for instance. But certainly, the variation was due

2 primarily to weat her.
3 COMM SSI ONER CLARK: Do you neet each year
4 wi th each of your nenber systens to discuss
5 potential anomalies to the forecast?
6 THE W TNESS:. Yes, sir.
7 COMM SSI ONER CLARK:  Can you give ne exanpl es
8 of sonme of the things that mght be different in
9 your forecast as opposed to typical weather-rel ated
10 stuff?
11 THE WTNESS: |I'msorry. | -- 1 don't
12 under stand the questi on.
13 COMM SSI ONER CLARK:  When you neet with your
14 nmenber systens to di scuss your |ong-range plan,
15 your | oad forecast, what are -- are there things
16 that occur wthin the nenber systens that you're
17 not aware of normally, outside of -- of weather
18 and -- and normal growth that's based on statistics
19 that you factor into your |oad forecast?
20 THE WTNESS: | would say the statistics that
21 | factor into ny forecast would be the primary
22 drivers for anomalies and for load growh in
23 general .
24 COMWM SSI ONER CLARK: What woul d be an exanpl e
25 of sonme of that?
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THE W TNESS:. Ex- -- |ow tenperatures, you
know -- and we project a normal m ni num
tenperature, for instance, for the winter. And the
anomaly nay be a | ower m ninum tenperature than our
basel i ne forecast.

COW SSI ONER CLARK: Do you neet with the
nmenber systens to di scuss potential econom c-
devel opnent projects that mght be in their area,
that are outside of the normas well?

THE WTNESS: Yes, sir

COW SSI ONER CLARK: \What type of | oad
enhancenents have you seen in sone of the nenber
systens?

THE WTNESS: | think SECOis a prinary
exanple. The growth that is going on in SECO s
territory is so rapid that it -- it's not even
pi cked up in the popul ati on projections.

In sone cases, | provide ny forecast to the
menbers. And they'll -- they may provide ne
addi tional information, such as, this past year
that the Villages announced that they would install
2,000 -- or 20,000 new honmes. That woul d be new
information that -- that just canme out that nay not
be reflected in the popul ati on projection.

COMWM SSI ONER CLARK:  One |l ast question. 1In
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1 | ooking at the reliability coordinating counci

2 informati on that was provided -- | ooking at the
3 di fference between the total peak and -- and net-
4 firmpeak -- well, first of all, in general, when
5 it cones to net-firmpeak, is that after potentia
6 buy-t hroughs of interruptible |oad?
7 THE WTNESS: Yes. In -- when we presented in
8 actual terms, it would be -- it would be reduced
9 by, say, interruptible |oad that was inplenented at
10 the tine --
11 COW SSI ONER CLARK: It woul d be reduced by
12 interruptible | oad, but suppose that the
13 interruptible | oad had a buy-through clause in
14 it -- is it still considered firm| oad?
15 THE WTNESS: |I'msorry. |I'mnot famliar
16 with the term "buy-through."
17 COMM SSI ONER CLARK:  So, if -- so, if you have
18 an interruptible rate wwth a consuner that's "X
19 cents per kilowatt hour, assum ng that they can be
20 interrupted "X" hours, but you give them an option
21 to buy-through the interruption at a higher price,
22 Is that considered net-firmstill?
23 THE WTNESS: Wat | can tell you,
24 Conmm ssioner, is that if one of the nenbers who are
25 on the interruptible rate inplenment interruption at
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the tinme of the peak, then that would be reflected
in the net-firm denmand.

COW SSI ONER CLARK: It would be reflected in
net-firmdemand. Ckay.

THE W TNESS: Yes, sir.

COMM SSI ONER CLARK:  So, ny ot her question
Is -- is arelative question to the entire system
and Semnole. In your opinion, is -- is the
docunent that we're | ooking at here -- and |
realize this is an opinion -- about the excess
capacity that is available -- is this relative to
Semnole and its system-- its nmenber systens?

THE WTNESS: | do not believe so, sir.

COW SSI ONER CLARK: Coul d you el aborate as to
why ?

THE WTNESS: Well, first of all, Sem nole has
a different reserve requirenent than the I QUs, from
what | understand. So, this is quite -- quite a
hi gh-reserve requirenent conpared to Sem nol e.

COMM SSI ONER CLARK:  Ckay. Thank you.

THE WTNESS: Thank you.

COMM SSI ONER CLARK:  No further questions.

CHAl RVAN GRAHAM M. Wight?

MR, WRI GHT: Thank you, M. Chairman. Thank

you very much for your indul gence, M. Chairmn.
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1 Il -- I would like -- if you tell nme | should limt

2 to just the TECO ten-year site plan, | wll do

3 t hat .

4 | would like to ask two predicate questions
5 that are predicate to ny anticipated cross for

6 M. H nes and --

7 CHAI RVAN GRAHAM  Sur e.

8 MR WRIGHT: -- ties to that. Thank you.

9 There is the TECO ten-year site plan (handing
10 to wtness).

11 THE W TNESS:. Thank you.

12 MR, VWRI GHT: You're wel cone.

13 CHAl RVMAN GRAHAM  Ckay. M. Wi ght.

14 MR, VRI GHT: Ckay.

15 CONTI NUED EXAM NATI ON

16 BY MR WRI GHT:
17 Q kay. M. Wod, you had a chance to review

18 t hat docunent ?

19 A The Tanmpa El ectric Conpany --

20 Q -- ten-year site plan?

21 A -- ten-year site plan.

22 Q That appears to be an authentic copy of Tanpa

23 Electric's ten-year site plan?

24 A It appears to be, yes.
25 Q Back to the exhibit that has been marked for
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1 i dentification as No. 110, |, sone tine ago, asked you
2 to please |ook at the |ast page in that docunent, which
3 I s nunbered Page 44. It's Schedule 3.2, history and

4 forecast of w nter-peak demand negawatts base case for

5 Tanpa Electric.

6 Are you there?
7 A Yes, | am
8 Q That al so shows sonme nunbers conparable to

9 those that we were tal king about with respect to
10 Semnole's ten-year site plan, including interruptible
11 residential | oad managenent, which is zero going

12 forward, residential conservation, and comerci al and

13 I ndustrial | oad managenent, and commercial and

14 I ndustrial conservation, correct?

15 A That is correct.

16 Q And those are shown as deductions to go from

17 the retail total peak to the net-firm peak, correct?

18 A That is correct.

19 Q Thank you.

20 | do have -- hopefully -- | -- | count two --
21 |'"ve got two nore questions | would |like to ask you

22 about with respect to the rel ationship between your work
23 and the work of M. Hines.
24 On Page 18, Lines 7 through 17 of your

25 testinony, you tal k about whether there is sufficient
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1 DSM or conservati on nmeasures reasonably available to
2 Semnole or its nenbers to mtigate the need for the
3 Sem nol e conbi ned-cycle facility. And | assune there's
4 a simlar question in your Shady Hlls testinony,
5 correct?
6 A That is correct.
7 Q Ckay. |Is the basis for your statenent here
8 your reliance on ALE. Tierra's work, M. H nes' work?
9 A That is correct.
10 Q Thank you.
11 | mredi atel y above that, you neke the
12 statenent: Seminole also is commtted to working with
13 Its nmenbers to inplenment recommendati ons nade by A E.
14 Tierra to help inprove programtracki ng and increase
15 future savings by enhancing current efforts and addi ng
16 new neasures to existing prograns when appropriate.
17 Wth nme there?
18 A Yes.
19 Q Are you aware of your nenbers adding any new
20 nmeasures in response to suggestions nade by M. Hi nes?
21 A Yes, | am
22 Q Can you tell nme what neasure or neasures those
23 are?
24 A Currently, we are running a pilot for a smart-
25 thernostat program
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1 Q s that 1t?
2 A That is -- yes.
3 Q Geat. Thank you very much.
4 A Ckay.
5 MR, WRI GHT: Thank you, M. Chairman.
6 CHAI RVAN GRAHAM  Sur e.
7 Redi rect ?
8 MR, PERKG  Very briefly, M. Chairnan.
9 FURTHER EXAM NATI ON
10 BY MR PERKO
11 Q Just -- just for clarification purposes,
12 M. Wod, M. Wight asked you or showed you a docunent
13 relating to the Conm ssion's review of FEECA energy
14  savings; do you recall that?
15 A Yes, | do.
16 Q s Sem nol e subject to the requirenents of
17 FEECA?
18 A No, they are not.
19 Q And in response to M. -- Conm ssioner Cark's
20 questions, you identified the -- the winter peak that
21 occurred in January of this year; do you renenber that?
22 A Yes, | do.
23 Q And what was that nunber?
24 A 3, 932.
25 Q And you conpared that to the base-case
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1 forecast. How did it conpare to the high-case forecast

2 that -- that you referred to in response to Conm ssi oner
3 Pol mann' s questions?

4 A | believe it's, over the severe forecast, the

5 hi gh case by 80 negawatts.

6 MR. PERKG  Thank you. | have not hing

7 further.

8 CHAI RMAN GRAHAM  Thank you. Trust ne, |

9 al nost wish you didn't conpare it to TECO, either.
10 That woul dn't have opened up this whol e FEECA

11 t hi ng.

12 (Laughter.)

13 CHAl RVAN GRAHAM  Exhi bi ts.

14 MR, PERKG  Yes, M. Chairman, we would nove
15 M. Wod s Exhibit KDW1, which was identified as
16 Exhibit 14 on the conprehensive exhibit |ist.

17 CHAI RMAN GRAHAM  Ckay.

18 MR PERKO As well as No. --

19 CHAI RVAN GRAHAM - - 387

20 MR, PERKO -- 38. And also, we would nove in
21 Sections 5.2 and 7 of the need study that's been
22 identified as Exhibit No. 3 and 29.

23 CHAl RVAN GRAHAM  Ckay. Seeing no objection,
24 we wll enter all that into the record.

25 MR. PERKO And | guess | would nove -- the
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errata sheet is already in the -- in the record,
bel i eve.

CHAI RVAN GRAHAM  Yes, correct.

M. Wight?

MR, WRI GHT: We would nove 108, 109, 110, and
111, M. Chairnman.

CHAIl RVAN GRAHAM  And for the record, we're
going to nove the full docunent on 09, 10, and 11

MR WRIGHT: Yes, sir. And shall | just get
with staff about how we're going to do that
| ogistically or --

CHAl RVAN CRAHAM  |I'msure if it's the
docunent that's described here, staff can pull that
docunent thensel ves.

M5. HELTON. It mght be better, M. Chairman,
i f he could provide the full docunment that we've
used today to the clerk --

CHAI RVAN GRAHAM  Okay.

M5. HELTON. -- during the course of these
pr oceedi ngs.

CHAl RVAN GRAHAM  Ckay. There you go.

MR WRIGHT: Just -- just to be clear, that
woul d be one copy to the clerk, M. Chairman?

CHAl RVAN GRAHAM  Yes.

MR. WRI GHT: Thank you very mnuch.
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1 MR PERKO. And M. Chairnan, | hate to be

2 difficult, but it's ny job to protect the record.
3 And with respect to Exhibits 109 and 110 -- or |I'm
4 sorry, 111 -- well, first of all, we don't have a
5 problemw th the ten-year site plans because those
6 are arguably at | east subject to exenption fromthe
7 hearsay rul e.
8 These two docunents, 111 and 1- -- 109 and 111
9 are pure hearsay. They are docunents of -- of the
10 FRCC. No witness was here to sponsor them W
11 didn't have an opportunity to cross-exam ne them
12 Under the APA, in Section 12057, the --
13 hearsay is allowed to be admtted if it
14 corroborates other evidence. So, you know, | just
15 would Ii ke to state that objection for the record,
16 to the extent that these mght be tried to be used
17 to establish facts based solely on hearsay.
18 CHAl RVAN GRAHAM | agree. And we'll just, as
19 normal , give themthe weight that we think they're
20 due.
21 MR. PERKO  Thank you.
22 (Wher eupon, Exhibit Nos. 108, 109, 110, and
23 111 were adnmitted into the record.)
24 CHAl RVAN GRAHAM St aff.
25 MS. DZI ECHCI ARZ: Chairman, we ask that you
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1 move in Exhibit 112.

2 MR. PERKO  No objection.

3 CHAI RMAN GRAHAM  Seei ng no objection, we wll
4 enter Exhibit 112 into the record.

5 (Whereupon, Exhibit No. 112 was admitted into
6 the record.)

7 CHAI RMVAN GRAHAM  Ckay. We are prine for a

8 break. So, we will take a five-mnute break. And
9 you guys can see this as well as everybody el se

10 (i ndicating).

11 (Brief recess.)

12 MR, PERKO Seminole calls M. Thomas Hi nes.
13 CHAI RMVAN GRAHAM M. Hi nes, wel cone.

14 THE W TNESS: Thank you.

15 EXAM NATI ON

16 BY MR PERKO

17 Q Coul d you pl ease state your nane for the

18 record.

19 A Yes. M nane is Thonas Allen Hones. | go by

20 Tom

21 Q And M. Hi nes, have you been sworn today?

22 A Yes, | have.

23 Q Who is your current enployer and what is your

24  current business address?

25 A My current enployer is Tierra -- Tierra
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1 Resource Consultants, LLC. M business address is 7227
2 North 16th Street, Phoenix, Arizona.
3 Q Did you cause to be filed on Decenber 21st,
4 2017, direct testinony consisting of eight pages in
5 Docket No. 20170266-E- -- EC?
6 A Yes, | do.
7 Q And did you also cause to be filed on
8 Decenber 21st, 2017, direct testinony consisting of
9 ei ght pages in Docket No. 20170267- EC?
10 A Yes, | did.
11 Q Do you have any changes or corrections to your
12 prefiled testinony?
13 A No, | do not.
14 Q If | were to ask you the sanme questions in
15 your prefiled testinony today, would your answers be the
16 sane as you sit here today?
17 A Yes, they woul d be.
18 MR, PERKGO M. Chairman, at this tine, we
19 woul d ask that M. H nes' prefiled testinony in
20 bot h dockets be inserted into the record as if
21 read.
22 CHAl RMVAN GRAHAM  We will insert M. Hi nes'
23 prefiled direct testinony in both dockets into the
24 record as though read.
25 (Prefiled direct testinony inserted into the
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1 record as though read.)
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BEFORE THE PUBLIC SERVICE COMMISSION
SEMINOLE ELECTRIC COOPERATIVE, INC.
DIRECT TESTIMONY OF THOMAS HINES
DOCKET NO. -EC

DECEMBER 21, 2017

Please state your name and address.
My name is Thomas Hines. My business address is 7227 N 16th St

Phoenix, Arizona 85020.

By whom are you employed and in what capacity?

I am a Principal with Tierra Resource Consultants (“Tierra™), LLC.

What types of company is Tierra?
Tierra is a full-service energy and natural resource management consulting

firm.

Please state your professional experience.

I have over 25 years of experience in Demand Side Management
(“DSM”) program design, implementation, and evaluation. | have
successfully designed and managed multiple award-winning energy efficiency
programs, including the Arizona Public Service (“APS”) ENERGY STAR
Homes program and the APS Home Performance with ENERGY STAR

program. Throughout my career, | have worked closely with industry

stakeholders (including builders, contractors, Realtors, lenders, raters and other



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

370

trade allies), to drive market transformation. | have testified extensively during
public utility commission proceedings and as a public spokesperson for energy
efficiency related topics. | also serve as a board member of the Energy and
Environmental Building Alliance (“EEBA”), an organization devoted to

advancing building science and energy efficient building practices.

I hold a Bachelor of Science degree in Psychology from Rutgers University
and a Masters of Environmental Planning degree from Arizona State

University.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to discuss work that Tierra performed in
conjunction with North Carolina Advanced Energy Corporation (“AE”) under
contract with Seminole Electric Cooperative, Inc. (“Seminole”) to help
evaluate existing energy efficiency (“EE”) and DSM programs offered by
Seminole and its Member Cooperatives, as well as potential new offerings.
Specifically, the AE/Tierra team assisted Seminole with determining and
quantifying the EE/DSM efforts that it and its Member Cooperatives undertook
in 2015 to reduce load. Additionally, we recommended ways to enhance the
existing EE/DSM programs and offered additional EE/DSM program concepts
that Seminole and its Member Cooperatives could consider adding to their
portfolio in the future. The analysis of additional EE/DSM program concepts

included an evaluation of the cost-effectiveness of the proposed programs.

Are you sponsoring any exhibits in the case?

2
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Yes, | am sponsoring the following exhibits, which were prepared by me or
under my supervision and are attached to my pre-filed testimony:
e ExhibitNo. __ (TH-1) — Resumé;
e Exhibit No. __ (TH-2) — areport entitled Energy Efficiency and
Demand Management Savings Report; and
e Exhibit No. __ (TH-3) —a report entitled Energy Efficiency and

Demand Management Program Analysis.

Please describe the work that AE/Tierra performed to quantify the
savings resulting from the existing EE/DSM offerings of Seminole and its
Members.

To quantify existing EE/DSM programs, AE/Tierra researched all programs
and EE and DSM measures currently offered by Seminole and Member
Cooperatives to collect cost and savings information. Seminole and its
Members offer many programs and services to educate their members on ways
to save energy, including web content, brochures, member outreach events,
and on-site energy audits. Although it is expected that these efforts produce
significant energy savings and market transformation effects, it is difficult to
accurately quantify and attribute specific savings amounts to these educational
programs. In addition to these general education programs, the team identified
a subset of EE and DSM measures and program activities within the overall
portfolio where energy savings could be identified, quantified, and reported.
To facilitate accurate and consistent reporting, the team worked with Seminole
to standardize the program measures, units, and definitions across all Member
Cooperatives. Per-unit energy savings estimates were developed using a

3
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combination of sources and custom energy-savings calculations, including
regional technical reference manuals, national industry-recognized databases,
custom energy modeling work using local weather and building characteristics,
and engineering review of Seminole information submitted in response to data
requests. Specific references are provided in the following section for each
program type. Program participation, such as number of units or meters, and
spending on incentives and labor were also collected from all Member
Cooperatives and included in benefit/cost calculations for each measure.
Finally, a tracking and reporting spreadsheet tool was developed for Seminole

and each Member to document all data and summarize results.

What existing energy savings programs did AE/Tierra identify and

analyze?

Working in conjunction with Seminole, AE/Tierra identified a number of

existing energy savings programs and initiatives offered by Seminole and/or

Member Cooperatives in 2015, including:

. Residential Pre-Pay Program: Residential member-consumers can
pre-pay for their electricity and receive enhanced feedback on their
energy use and costs. The increased energy awareness that this program
provides results in behavioral changes that produce energy savings.

. LED/CFL Efficient Bulb Giveaway: This program provides
participating end-use member consumers with free energy-efficient 10
Watt (W) LED or 13W CFL bulbs to replace their existing 60W

incandescent bulbs.
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Residential Energy Smart Rebate Programs: A rebate is given to
residential member-consumers to upgrade to more efficient equipment
and/or improve their home’s building envelope. Rebate measures
include: air conditioners and heat pumps, heat pump water heaters,
solar water heaters, insulation — batt or spray foam — and window film.
LED Outdoor and Street Lighting: This program involves the
replacement of utility-owned outdoor and municipal street lighting with
lower wattage LEDs. Several types of high efficiency lighting change
outs were evaluated including: 100W high pressure sodium (HPS) to
40W, 48W, or 72W LED, 150W HPS to 70W LED, 250W HPS to
107W LED, 1000W metal halide (MH) to 283W or 316W LED.
Coincident Peak Power (CPP) Rates: Coordinated load management-
demand reduction program where enrolled commercial and industrial
member-consumers are signaled to shed load during critical peak
billing periods.

Time-of-Use (TOU) Rates: Residential, commercial, and industrial
rates that encourage member-consumers to reduce power use during
on-peak hours through price signals. These rates shift energy use,
reduce peak demand, and often result in energy savings. Within the
scope of the AE/Tierra evaluation, no demand or energy savings were
claimed for these rates.

Commercial Interruptible Rates: Direct load control program where
Seminole interrupts electrical service to enrolled commercial member-

consumers during extreme peak demand, capacity shortage or
5
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emergency conditions. This program was not called as a resource in

2015 but it is available when needed.

. Commercial Customer Load Generation: Standby peak-shaving
generators which Seminole and its Members may dispatch for purpose
of load management and enhanced reliability. Members with standby
generators under this program receive a billing credit. This program

was not called as a resource in 2015 but it is available when needed.

. Energy Audits: On-site energy audit program for residential,
commercial and industrial member-consumers.
o Utility System EE Projects, including:
o Lighting and HVAC upgrades at Seminole generation or
administration facilities or Member Cooperative facilities; and
o Distribution System Voltage Reduction (VR): Reduction of voltage

on certain distribution feeders during peak times.

What were the results of AE/Tierra’s quantification analysis?

As discussed further in the Energy Efficiency and Demand Management
Savings Report attached as Exhibit No. __ (TH-2), total annual energy
savings for Seminole and its Members in 2015 were 12,353 MWh and peak
demand savings were 85 MW (at generator including transmission and

distribution losses). Lifetime energy savings were 34,479 MWh.

Please describe the work that AE/Tierra performed to evaluate other

potential EE/DSM program offerings.
6
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AE/Tierra proposed several new program concepts for Seminole and its
Members to consider, including:

e Commercial & Industrial Lighting Program;

e Residential Audit Direct Install Kits;

e Direct Load Control or Grid-Enabled Water Heater Program;

e HVAC Quality Install Program; and

e Smart Thermostat Program.

The program concepts were selected based on AE/Tierra experience and
feedback from Seminole on current activities in Member Cooperative
territories. Our focus was on providing concepts that enhance existing
programs or leverage current activities, improve the member experience,
provide potential to shift peak demand, promote new technologies, and add

value for members.

In order to help evaluate the cost-effectiveness of these programs, Seminole
requested information on the impact of implementing EE/DSM programs on
rates for all member-consumers, as well as a comparison between the cost of
EE/DSM programs and other resources, such as new generation. As such, the
AE/Tierra team performed calculations for two cost-effectiveness tests: the
Ratepayer Impact Measure (RIM) test and the Utility Cost Test (UCT). These
calculations concluded that none of the program concepts that were studied
would pass the RIM test as being cost effective at this time. The results of
those analyses, as well as other key findings and recommendations, are

summarized in a report prepared by AE/Tierra entitled “Energy Efficiency and
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Demand Management Program Analysis,” which is attached as Exhibit No.

____ (TH-3) to my pre-filed testimony.

Does this conclude your testimony?

Yes.
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1 BY MR PERKO
2 Q And M. Hines, did you also attach to your
3 testinony in the 201700- -- 0266 docket three exhibits

4 | abel ed TH-1 t hrough TH 3?

5 A Yes, | did.

6 MR. PERKO And | believe, just for the

7 record, Chairman, those are -- have been identified
8 i n the conprehensive exhibit list as Exhibits 15

9 t hrough 17.

10 CHAI RVAN GRAHAM  Dul y not ed.

11 BY MR PERKO

12 Q And M. Hi nes, were those sane exhibits

13 attached to your testinony in Docket No. 201702677

14 A Yes, they were.

15 Q And for the record, those have been identified
16  on the conprehensive exhibit list as Exhibits 39 through
17 41.

18 Do you have any changes to those exhibits, as
19 you sit here today, M. Hines?

20 A No, sir, | do not.

21 Q And M. Hi nes, have you prepared a summary of
22  your testinony?

23 A Yes, | have.

24 Q Wul d you please present it to the

25 Comm ssioners at this tine.
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1 A Yes. Thank you.
2 Good afternoon, Comm ssioners. M nane is
3 Thomas Hnes. And I'ma principal wwth Tierra Resource
4 Consultants, LLC. W're a full-service energy and
5 nat ur al - resour ce- managenent consulting firm
6 Myself -- | have a Bachelor's Degree in -- a
7 Bachel or of Science fromRutgers University in
8 psychol ogy. And | have a Master's of Environnental
9 Pl anning from Arizona State University.
10 In nmy professional career, | have over 25
11  years of experience in demand-si de nmanagenent - program
12 design, inplenentation analysis, and evaluation. |'ve
13 successful |y designed and managed nul ti pl e awar d-w nni ng
14  energy-efficiency prograns including Energy Star Hones
15 program and the Hone Performance of Energy Star Program
16 that have won national awards.
17 |'"ve testified extensively during public
18 utility comm ssion proceedings. And |I've acted as a
19 publ i c spokesperson for many energy-efficiency topics
20 nationally. | also serve as a board nenber of the
21 Energy Environnmental Building Alliance, which is an
22 organi zati on devoted to advanci ng buil ding science and
23 energy-efficient building practices.
24 My purpose of ny testinony here today is to
25 di scuss work that Tierra perfornmed in conjunction with
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1 the North Carolina Advanced Energy Corporation, who's
2 our partner on the project. W did it under contract
3 wth Semnole Electric Cooperative, Inc.
4 And the project was to hel p eval uate existing
5 energy-efficiency and DSM program of ferings that were
6 being offered by Sem nole and its nenber cooperatives,
7 as well as to ook at potential new program offerings
8 for the nenbers.
9 Specifically, we assisted Semnole with
10 determ ni ng and quantifying the energy-efficiency and
11 demand- si de nmanagenent - program efforts that Sem nol e and
12 Its nmenber cooperatives undertook in 2015 to reduce
13 | oad.
14 We al so recomended ways to enhance the
15 current portfolio of energy-efficiency and denand-si de
16 managenent prograns, and offered additional program
17 concepts that Sem nol e and nenber cooperatives could
18 consider adding in the future. And as discussed in
19 nmy -- in the report that is an exhibit to ny testinony,
20 Exhibit TH 2, we quantified total annual energy savings
21 for Semnole and its nenbers in 2015.
22 There were approxi mately 12,350 negawatt hours
23 and approximately 20 -- 85 negawatts of peak-denmand
24 savings. And then, lifetinme energy savings,
25 representing the savings over the entire life of all
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1 neasures installed, were approxi mately 34,500 negawatt
2 hours.
3 The other report that is attached to ny
4 testinony is Exhibit TH3. And in that report, it
5 discusses our evaluation of new program concepts for
6 Seminole and its nmenbers to consider. In order to help
7 eval uate the cost-effectiveness of these progranms, we
8 | ooked at the inpact of inplenenting the prograns, the
9 costs, the benefits, and the cost-effectiveness of these
10  prograns.
11 The -- we performcal culations for two cost-
12 effectiveness tests; the utility-cost test and the RIM
13 test, or ratepayer inpact neasure. And these -- the
14 results of these tests concluded that none of the
15 program concepts at this tinme were cost-effective as
16 re- -- as neasured by the RIMtest.
17 That concludes ny -- ny summary. And |
18 appreci ate bei ng here.
19 MR. PERKO W proffer the wtness for
20 cross-examnation at this tine.
21 CHAl RVAN GRAHAM M. Wight. M. Wight.
22 MR, WRI GHT: Thank you, M. Chairnan.
23 EXAM NATI ON
24 BY MR WRI GHT:
25 Q Good afternoon, M. Hi nes.
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1 A Af t er noon.
2 Q Have you been here before?
3 A | have not been here before.
4 Q Well, welcone to Tall ahassee and the Florida
5 PSC.
6 A Thank you.
7 Q | have a few questions for you this afternoon.
8 | believe M. Perko asked you this -- these questions,
9 but I want to just clarify. You don't have any changes
10 to nmake to your testinony, correct?
11 A Correct.
12 Q And you don't have any changes to make to your
13 exhibits either, correct?
14 A That is correct.
15 Q So, what is stated in your testinony and
16 exhibits is true and correct, to the best of your
17 knowl edge and belief?
18 A That is correct.
19 Q And it represents your professional opinions
20 as to the matters stated?
21 A Yes.
22 Q From readi ng your resune, it appears that nuch
23 of the work you do is for the Arizona Public Service
24 Conpany; is that correct?
25 A That has been nuch of ny work, but | have
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1 quite a few clients around the country.
2 Q Ckay. Have you testified at ot her PSCs,
3 public utility conmm ssions?
4 A Yes, | have.
5 Q Not here, correct?
6 A Not here.
7 Q Ckay. About how nuch of your work, say, over
8 the last three years, has been for APS?
9 A | woul d say roughly half.
10 Q Thank you.
11 Before this matter for Sem nol e, have you ever
12 worked for any Florida utilities on energy-conservation
13 or DSM matters?
14 A Many years ago, | did some work for Qulf
15 Power .
16 Q Thank you.
17 Are you famliar with the Florida Energy
18 Efficiency and Conservation Act?
19 A | am sonewhat famliar with it.
20 Q Did you happen to review it before you
21 prepared your testinony in this case?
22 A Briefly, yes.
23 Q Did you review the Florida PSC s rul es
24 applicable to conservation cost-effectiveness before
25 filing your testinony?
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1 A Briefly, yes.

2 Q Are you famliar with the various cost-

3 effectiveness tests that are frequently or regularly

4 applied in evaluating utility program plans and goal s?
5 A Yes, very famliar.

6 Q | thought you woul d be.

7 | s one of those the societal test?

8 A One of those tests -- yes, there's typically
9 five tests that are used and one of themis the societal

10 cost test, or SCT.

11 Q And another one is the total resource cost
12 test?

13 A That is correct.

14 Q The rat epayer inpact neasure test?

15 A Correct.

16 Q The participant test or participants test?
17 A Correct.

18 Q And the utility cost test.

19 A Correct.

20 Q You nentioned you did the -- you did use the

21 utility cost test in your work for Sem nole, correct?

22 A We did.
23 Q What is that, exactly?
24 A That is the test that -- | like to think of

25 the tests as each having a different perspective. And
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1 the test for the utility cost test is the perspective of
2 the utility. So, it conpares the resource and the costs

3 of that resource as conpared to what the utility

4 could -- would -- would spend on ot her resources.

5 Q But it's different fromthe RIMtest, correct?
6 A Correct. It does not include the | ost

7 revenues associated with -- with energy -- | oss of

8 ener gy sal es.

9 Q Have you perfornmed all of these tests over the
10 years for Arizona Public Service?

11 A | have worked on a teamthat -- that perforns

12 t hose tests, yes.

13 Q And for other utilities as well?

14 A Yes.

15 Q Why did you not performa total resource cost
16 test in this matter, this -- these proceedi ngs?

17 A We've talked to Sem nol e about the scope of

18 the project, and it was determ ned that those were the
19 two tests that we wanted to use. And | think, fromthe
20 standpoint of trying to convince nenber co-ops of

21 possi bl e prograns that woul d nake sense for them we

22 t hought it was a good i dea.

23 Q And you didn't performa participant test

24 ei ther, correct?

25 A No, we did not in this case.
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1 Q Agai n, why not ?
2 A It is ny experience that that's sort of the
3 table stakes for a test; that, if you can't pass the
4 participant test, then you shouldn't do the program
5 Q Are you aware that the Florida Public Service
6 Comm ssion at |east considers the results of participant
7 tests and TRC tests in its considerations of
8 goal -setting for Florida utilities?
9 A | believe that the awareness | have is that
10 that's part of FEECA, but not necessarily applied to
11 cooperatives.
12 Q Are you famliar with the use of what is
13 sonetines called the payback screen to screen out or
14 disqualify fromfurther consideration proposed prograns
15 that custoners or participants are likely to do anyway,
16 In other words, to avoid free-riders?
17 A Yes, absolutely, very famliar.
18 Q | thought you m ght be.
19 Do you include such considerations in planning
20 DSM and energy-efficiency goals for APS?
21 A In the case of the Arizona Conm ssion, they --
22 t hey have adopted a policy that net-to-gross equals 1.0.
23 And so, free-riders are not considered in that analysis.
24 W considered themqualitatively, but not
25 guantitatively.
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1 Q Ckay. Are you aware that the Florida PSC has
2 nost recently approved a two-year payback screen to --
3 to avoid free-riders?
4 MR PERKO (bject to form Your Honor. | --
5 I think that question is a little bit unclear in
6 what context.
7 CHAl RVAN GRAHAM M. Wight?
8 MR WRIGHT: Yeah, I'lIl -- 1"Il restate. | --
9 | just want to get sone information about -- about
10 custoner econom cs here. I1'mgoing to -- if it's
11 okay, I'mgoing to hand the witness a copy of the
12 Comm ssion's | ast goal s order.
13 CHAl RMVAN GRAHAM  kay. We're down to --
14 MR WRIGHT: | don't intend -- | don't intend
15 to mark this as an exhibit.
16 CHAl RMAN GRAHAM  Ckay.
17 BY MR WRI GHT:
18 Q Vell, et nme ask you this question before we
19 nove on here: Have you worked in other states where the
20 comm ssions or the utilities used a payback screen?
21 A Yes, | have.
22 Q Ckay. | would like to ask you to | ook at --
23 ' ve handed you a copy that has an official-Iooking
24 Public Service Conmm ssion tinme-date stanp, or date
25 stanp, in the upper right-hand corner. It's the
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1 Commi ssion's order in the |ast batch of DSM goal -setting

2 dock- -- dockets.
3 | would like to ask you to | ook at Page 20 --
4 start at Page 22, please. You'll see there, around the

5 m ddl e of the page, a section headed "Consideration of

6 Free-riders."

7 A Yes.

8 Q If you would, go to the bottom of Page 27. |
9 think there, you'll see that the Conm ssion stated in --
10 inthis -- in these dockets, that it would continue to

11 use a two-year payback screen?

12 A It Iooks Iike that's correct.

13 Q Ckay. Thank you.

14 A Subj ect to check.

15 Q What -- what kind of a discount rate is

16 associ ated wth a two-year payback screen?
17 A What kind of a discount rate? |'mnot sure |

18 under stand your question, really.

19 Q Well, what would a custoner's discount rate
20 have to be to -- to correspond to a two-year payback?
21 A | mean, typically, what we -- what is done

22 there -- it's based on the savings. So, |I'mnot sure

23 where the discount rate applies.

24 Q Well, if the custoner has to nmake an
25 expenditure to get the savings, and it's a two- -- and
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1 the hypothesis is that the custoner won't nake the

2 I nvestnment unless it gets -- the custonmer gets a two-

3 year payback, correct?

4 A That's the assunption around the two-year

5 payback.

6 Q Right. Doesn't that inply the discount rate

7 on the order of 40-odd percent?

8 A | -- 1'"ve done the analysis sort of

9 differently. W just ook at it sinply as what's the

10 I nvestnment for the technol ogy on the consuner's behal f,
11 and then what's the annual savings that they would see
12 and what's the sinple payback for that.

13 Q Do you have any understandi ng of individua

14 custoners' discount rates that you -- you would use or
15 have used in DSM anal yses?

16 A No, | don't.

17 Q You said you recomended program enhancenents
18 and new prograns to Seminole in your testinony, correct?
19 A Yes.

20 Q Do you know whet her they took your advice?

21 A My understanding is that they have started to
22 I npl ement a smart-thernostat pilot project. And | think
23 sone of the things that we did in terns of tracking, |
24  think that they've started to adopt nore of.

25 Q Does your 85-nmegawatt nunber reflect any of
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1 those recommendati ons?

2 A No, it doesn't. | -- at the tine of the -- of
3 the report, no, it did not.

4 Q Did you eval uate any solar prograns to be

5 considered for the future for Sem nol e's nenber

6 cooperatives?

7 A No, we did not as part of the project.

8 Q And so, did you eval uate any prograns that

9 I nvol ved solar with storage?

10 A No, we did not. It was not part of the scope.
11 Q Did you suggest to Sem nole that they should

12 consider solar with storage?

13 A No, we tal ked about thermal storage. So,

14 storage, yes, but not battery storage; thermal storage,
15 absol utely.

16 Q Did you have -- are you aware that one of the
17 specific issues in this case is whether there are

18 addi ti onal conservation neasures reasonably available to
19 t he proposer of a new power plant that m ght mtigate
20 the need for a new power plant?

21 A Yes, |I'mgenerally aware of that.

22 Q Ckay. And so, ny -- ny questions go to the --
23 whether and to what extent Sem nole m ght have

24  considered solar with storage in nmaking that eval uation.

25 And are you aware of anything they did in that regard?
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1 A Not hi ng that | can speak to, no.
2 Q When you say nothing that you can speak to,

3 does that inply there's sonething confidential or

4 just --

5 A No. No. Sorry. Just nothing |I'm aware of.
6 Q That's --

7 A Was not part of the project.

8 Q That --

9 A Not part of the project scope.

10 Q That's fine.

11 What's going on in Arizona wth solar and
12 st orage?

13 A The sol ar part, lots of adoption; not mnuch

14 wth storage so far.

15 Q kay. Do you know Andy Tobi n?

16 A | do know Comm ssi oner Tobin, yes.

17 MR, WRIGHT: [|'ve got an exhibit,

18 M. Chairman.

19 CHAl RVAN GRAHAM  Sure.

20 MR WRIGHT: M. Chairman, | think this is

21 113.

22 CHAI RMAN GRAHAM  That is correct.

23 MR WRIGHT: It is a one-page docunent that --
24 descri bed as Arizona Corporation Comm ssion, Andy
25 Tobin's Proposed Anmendnent No. 4, Re: storage and
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1 gas noratorium dated 3/12/2018.
2 (Whereupon, Exhibit No. 113 was marked for
3 i dentification.)
4 BY MR WRI GHT:
5 Q Are -- are you aware of this action considered
6 and taken by the Arizona Corporation Comm ssion
7 recently?
8 A |"maware of simlar actions, but I -- | have
9 not seen this one yet, until today.
10 Q So, you didn't attend the -- the open neeting
11 on March 13th?
12 A | did not. And as far as | see, this is a
13 proposed anendnent. So, |'mnot sure what the --
14  whether it was actually adopted or not.
15 MR, WRI GHT: Ckay. |'ve got another exhibit,
16 M. Chairman.
17 CHAl RVAN GRAHAM  Sure.
18 MR, WRIGHT: This will be 114. It's a
19 March 17th, 2018, Arizona Star article regarding
20 the Arizona Corporation Comm ssion ordering Tucson
21 El ectric Power and the Arizona Public Service to
22 add renewabl es and i npose a noratorium on gas
23 pl ants.
24 (Whereupon, Exhibit No. 114 was marked for
25 i dentification.)
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1 BY MR WRI GHT:

2 Q Do you read the Arizona Star?

3 A No, | don't. | read the Arizona Republic.

4 ["'m-- I"min Phoenix. This is in Tucson.

5 Q Ckay. Are you -- are you just not famliar at
6 all with the -- the action reported in this article?

7 A I"'m-- again, I'mfamliar in general with

8 what Conm ssioner Tobin has been proposing over the | ast

9 couple of nonths, but not -- not exactly this, no.

10 Q Ckay.

11 A ' ve been working on other projects.

12 Q In your work for the -- for Semnole in this

13 matter, did you do any conparison of the achi evenents of
14 other Florida utilities in terns of w nter-peak demand
15 reductions to the achi evenents of Sem nol e's nenber

16 CO- 0ps?

17 A It was really not part of our scope. So, no.

18 MR, VWRI GHT: Thank you.

19 That's all | have, M. Chairman. Thank you.

20 Thank you, M. Hi nes.

21 CHAI RMVAN GRAHAM  Thank you.

22 THE W TNESS:. Thank you.

23 CHAl RVAN GRAHAM St aff.

24 M5. DZI ECHCI ARZ: Staff has no questions.

25 Thank you.
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CHAI RMVAN GRAHAM Comm ssi oner s?

2 Redi rect ?
3 MR. PERKG  Very briefly, Conm ssioner --
4 M. Chairman -- sorry.
5 FURTHER EXAM NATI ON
6 BY MR PERKO
7 Q M. Hines, M. Wight asked you about a nunber
8 of different tests that are used in DSM anal yses. And
9 you nentioned the RIMtest, but | don't believe he asked
10 you what that's designed to -- to analyze and tell you.
11 Coul d you --
12 A So --
13 Q -- explain that?
14 A Yeah, | can explain that. The RIMtest, in
15 particular, is -- again, I -- 1 look at it as what's the
16 perspective. And the perspective of the RRMtest is
17 froma non-participant; so, soneone who chooses, for
18 whatever reason, to not participate in a DSM program
19 And the concept is, does the fact that you are
20 offering DSM and the costs associated with that cause a
21 rate increase for non-participants. So, it's also --
22 you know, it's the ratepayer inpact neasure. And so, it
23 I s associated with | ooking at the potential that
24 prograns w ||l produce short-termrate inpacts.
25 Q So, the focus is on the ratepayer. And if the
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1 nmeasure does not pass the RIMtest, you would expect it

2 to increase the ratepayers' -- what's the ratepayer is
3 payi ng.
4 A Yes, that's correct. That's what the test is

5 desi gned to do.

6 Q M. -- M. Wight al so asked you about the

7 potential for reasonable -- for DSM neasures to mtigate

8 the need. Do you have an opinion as to whether the --

9 there is a -- you could devel op a program of reasonably
10 avai |l abl e DSM neasures to mtigate a need on the order
11 of magnitude that's tal ked about -- been tal ked about in
12 this case?

13 A Based on what | know about the need and ny
14 pr of essi onal opinion and the work that we did, | would
15 say no. There's an order-of-nmagnitude difference in

16 terns of EE and DSM bei ng able to neet the need.

17 MR. PERKG  Thank you. | have not hing

18 further, Your Honor --

19 CHAI RVMAN GRAHAM Al |l right.

20 MR. PERKO -- sorry -- Chairnman.

21 CHAl RVAN GRAHAM  Exhi bi ts.

22 MR. PERKO W would need -- nove 15 through

23 17 and 39 through 41, please.

24 CHAI RMVAN GRAHAM 15 through 17 and 39 through

25 41.

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



395

1 No objection, M. Wight?

2 MR, WRI GHT: No objection M. Chairnan.
3 CHAl RVMAN GRAHAM  Ckay.
4 MR WRIGHT: And acknow edgi ng they are
5 hearsay, | would nove 113 and 114. He acknow edged
6 that he's famliar wth Comm ssioner Tobin's
7 activities in this regard.
8 MR. PERKG That is not auth- -- auth- --
9 auth- -- that is not authentication, Your Honor.
10 Furthernore, these are pure hearsay. He could
11 establish that this appears to be a proposal that
12 was never -- we don't even know if it was ever
13 acted on.
14 This is a newspaper article that -- the
15 authenticity has not been established. |It's pure
16 hearsay. And the rel evance has not been
17 established either. | would object on | ack of
18 foundation, lack of authenticity, and hearsay.
19 CHAI RMAN GRAHAM | agree with himon both of
20 those, both 113 and 114. So, neither one of those
21 will go in.
22 MR VWRIGHT: Well, I -- 1 will make this
23 proffer: The standard for evidence in
24 adm ni strative proceedings is -- is information of
25 the sort that -- that people would ordinarily use
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intheir -- in their daily business.

| think this is the kind of thing this -- he
has said he is famliar with Conm ssioner Tobin's
initiatives in this regard and -- and the newspaper
article appears to state that the Arizona
Conmm ssion actually voted to approve this -- this
amendnent .

Again, with the understanding it's hearsay,
Il -- I would ask that it be admtted.

CHAl RVAN GRAHAM  We're not going to adm t
ei ther one of those.

MR, WRI GHT: Thank you, M. Chairman.

CHAI RMVAN GRAHAM  Okay. Next w tness.

MR, PERKG  Thank you, M. Chairman.
Semnole, at this tinme, calls M. Jason Peters.

CHAl RVAN GRAHAM Wl cone, M. Peters.

BY MR PERKO

record.

EXAM NATI ON
Q Coul d you please state your full nanme for the
A It's Jason Thonas Peters.
Q M. Peters, have you been sworn today?
A Yes, | have.

Q Who is your current enployer and what is your

busi ness addr ess?
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1 A It is Sem nole Electric Cooperative, Inc. And
2 our business address is 16313 North Dal e Mabry Hi ghway,
3 Tanpa, Florida 33618.

4 Q M. Peters, did you cause to be filed on

5 Decenber 21st, 2017, direct testinony consisting of 11
6 pages in Docket Nos. 20170266- EC and Docket

7 No. 20170267- EC?

8 A Yes.

9 Q Do you have any changes or corrections to your
10 prefiled direct testinony?

11 A | do not.

12 Q If | were to ask you the sanme questions in

13  your prefiled testinony, would your answers be the sane

14 as you sit here today?

15 A They woul d be the sane.

16 MR, PERKO M. Chairman, at this tine, |

17 woul d ask that M. Peters' prefiled testinony in
18 dock- -- in those dockets be inserted into the

19 record as if read.

20 CHAl RMAN GRAHAM  We will insert M. Peters
21 direct prefiled testinony in the two dockets into
22 the record as though read.

23 (Prefiled direct testinony inserted into the
24 record as though read.)

25
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BEFORE THE PUBLIC SERVICE COMMISSION
SEMINOLE ELECTRIC COOPERATIVE, INC.
DIRECT TESTIMONY OF JASON PETERS

DOCKET NO.

DECEMBER 21, 2017

Please state your name and address.
My name is Jason Peters. My business address is 16313 North Dale Mabry

Highway, Tampa, Florida 33618.

By whom are you employed and in what capacity?
I am employed by Seminole Electric Cooperative, Inc. (“Seminole”) as a Portfolio

Director.

Please describe your responsibilities in your current position.

In my role as a Portfolio Director, | lead, manage and provide strategic direction to
the power marketing and portions of the fuel supply (coal, fuel oil and certain coal
combustion residuals) team at Seminole. 1 also develop and implement strategies
for the aforementioned power and fuel supply portfolios, including pricing,
optimization, risk management, transportation and trading. | lead a team of three

professionals and manage a budget of $400-600 million annually.

Please state your professional experience and education background
I hold a B.A. and Masters in Business Administration from the University of South

Florida. I have been employed by Seminole for 16 years, in roles of increasing
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responsibility. During those 16 years, | have either been directly involved or led
our activities related to the procurement of wholesale power supply from the

Florida and southeast markets.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to describe Seminole’s assessment of market
alternatives, including the Request for Proposals (“RFP”) process that was used to
identify the available purchased power alternatives. Historically, Seminole has
purchased wholesale power both via an RFP process and also as a result of
bilateral negotiations. | will describe the bids Seminole received in response to the
RFP, and how those bids were initially evaluated by Seminole from both a

technical and commercial perspective.

Are you sponsoring any exhibits in the case?

Yes. | am sponsoring the following exhibits, which were prepared by me or under
my direct supervision:

e Exhibit No. __ (JP-1) - Resume of Jason Peters; and

e Exhibit No. __ (JP-2) - Summary of RFP Responses.

I am also sponsoring Section 6.3 of Seminole's Need Study, which is identified as
Exhibit No. _ (MPW-2), as well as Appendix B to the Need Study, which is
the RFP that Seminole issued in March 2016, along with addenda to the RFP

issued during the course of the process.

Please describe Seminole’s philosophy in using purchased power RFPs.
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Seminole uses wholesale market purchases to maintain competitive flexibility in
our power supply portfolio, and the RFP process is one of the tools we use to
determine which wholesale market purchases best fit our portfolio. To provide
some perspective on the importance of purchased power in Seminole’s portfolio,
in 2016, Seminole purchased approximately 26% of our energy and 54% of our
capacity from wholesale purchased power. Historically, Seminole has acquired
resources from Hardee Power Partners, Reliant Energy, Constellation, Duke
Energy and from various biomass renewables via the RFP process. Several of

these resources remain in Seminole’s portfolio today.

Via the RFP process, Seminole seeks to find power supply resources that provide
the most cost effective, risk managed resources for our member systems. To find
those resources, Seminole evaluates the economic value of the RFP proposals, and
the flexibility offered in the agreements, versus other resource alternatives.
Additionally, Seminole conducts a risk assessment of the RFP proposals. Some of
the risks reviewed in our process include intangible considerations, such as
construction timeline, flexibility of the contract, energy scheduling rights, and
firmness of the output from the resource. For example, Seminole evaluates the
flexibility of a resource by determining whether Seminole has the ability to
increase or lower the purchased amount of capacity at a predetermined price, and
would also value the scheduling rights for a resource by how quickly Seminole can

call upon energy from a resource during a given day.

What experience does Seminole have with RFPs for purchased power?
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Seminole has incorporated the RFP process into its resource planning development
numerous times throughout its history. Prior to the March 1, 2016 RFP, Seminole
issued a solar RFP in 2015 that led to the construction of a 2.2 MW solar farm at
Seminole’s Midulla Generating Station (“MGS”). The solar facility went
commercial in August 2017. In addition to the solar facility, Seminole’s use of
RFPs also led to the emergence of independent power producers (“IPPs”) into
Florida, beginning with the Hardee Power Plant, an RFP issued in 1988 that was
awarded to and built by TECO Power Services (Hardee is now owned by
Invenergy) and completed in 1993. Other IPPs contracted by Seminole via our
RFP process include Reliant’s Osceola plant (three combustion turbines totaling
546 MW), Southern Power Company’s (“SPC’s”) Oleander facility (Seminole
contracted for three combustion turbines totaling 546 MW), and Duke Energy
Florida’s (“DEF’s”) Osprey 580 MW combined cycle power plant (formerly

owned by Calpine).

Does Seminole restrict its consideration of purchased power alternatives to
the issuance of formal RFPs?

No, Seminole does not restrict its evaluation of resources to only RFP proposals.
Seminole utilizes a variety of options including RFPs, bilateral discussions with
current and historical wholesale market suppliers, and review of unsolicited offers
to determine which resources best fit into its portfolio. As I mentioned previously,
Seminole has consistently used the IPP market to fulfill its resource portfolio and

supplement its owned generation resources.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

402

Through a combination of RFPs and bilateral discussions, Seminole has procured
power supply from a number of entities. In addition to the RFP additions
mentioned above, Seminole also has executed agreements for term power supply
with DEF and Florida Power and Light Company (“FPL”). Oftentimes, selected
resources included in Seminole’s portfolio are extended beyond the initial
agreement, as Seminole did with the DEF Osprey, Reliant Osceola and SPC

Oleander resources.

Seminole has also included resources in our portfolio from several unsolicited
offers, including the Hillsborough County waste-to-energy facility, a 40 MW
waste-to-energy facility, and the City of Tampa’s McKay Bay facility, a 20 MW

waste-to-energy facility.

Please describe the RFP that Seminole issued on March 31, 2016.

Seminole issued the RFP outlining that it was looking for up to 600 MW starting
June 1, 2021 with needs up to 1,000 MW by June 2022. Seminole was receptive
to offers from typical fossil fuel generation, including existing tolling resources,
new builds by IPPs and existing utilities, system proposals, and renewable
generation. All offers were required to be a minimum of 25 MW given the
significant capacity need, and we requested a minimum two year term for any
proposals. We were purposefully not restrictive in our criteria in an attempt to
draw as many proposals as possible from the market for our evaluation. Seminole

also welcomed demand side management proposals in response to the RFP.
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The RFP laid out the desired qualifications for each bidder and the necessary
requirements for a proposal submittal including financial viability, credit
worthiness, references, and experience. For new generation, including renewables,

site control was a requirement to proceed to the short list.

Seminole also asked for fixed and variable pricing, scheduling, output, heat rates,
and start/scheduling charges to determine the economics of energy dispatch.
Lastly, the RFP required the identification of transmission interconnection location

and/or delivery points to receive the capacity and energy.

Please describe the process by which the March 2016 RFP was issued to
potential market counterparties.

The RFP was distributed through a multifaceted approach. Seminole
simultaneously emailed its current suppliers and contacts while it issued the RFP
via newswire and industry trade publications including MW Daily, an S&P
Company. Seminole also published all of its documents on its external website

where it was publically available.

Did Seminole receive any questions from potential bidders on the March 2016
RFP?

Seminole received many questions regarding the RFP. Seminole collected all of
the bidder questions and published all the responses via our website (as addenda)
for viewing by all respondents. Seminole also emailed the questions to all
potential bidders and instructed them to view the website for any additional

clarifications and answers.
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Please describe the proposals that Seminole received in response to the RFP.

Seminole received over two hundred proposals that spread across a wide spectrum
of alternatives. The proposals were for different stratifications (baseload,
intermediate or peaking) and had varying commercial terms, including term
lengths, MW size, and generation type. Renewable proposal types included solar,
wind, battery storage, landfill gas, and waste to energy. The other offers were for
traditional fossil-fueled generation, but varied in structure, with the majority of the
offers classified as baseload/intermediate or combined cycle. Exhibit No. __ (JP-

2) provides a summary of the different proposals received in response to the RFP.

Did Seminole receive any proposals for renewable resources or demand side
measures?

Yes. Seminole received renewable offers that included solar, wind, waste to
energy, and battery storage. The majority of the renewable proposals were from
solar resources. Seminole did not receive any proposals for demand side

management.

Please describe the screening process that Seminole followed upon receipt of
the proposals.

To evaluate the large number of RFP responses, Seminole brought together subject
matter experts (“SMEs”) from various parts of the company to evaluate the
proposals. The SMEs encompass the following areas of responsibility: supply
management, transmission, fuels (including natural gas, coal, and fuel oil),

contract administration, power marketing, treasury services, accounting, system
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operations, and environmental services. At first, the SME group reviewed all of
the proposals to determine if the proposal had all of the required information, such
as appropriate qualifications, economics, scheduling rights, and transmission
information. Our team then worked with the bidders to obtain any missing or
incomplete information in order to keep the proposal list as robust as possible.
Proposals that were not approved under the bidder qualification standards were

removed from the process.

Once the qualified offers were identified, the SME group segregated the renewable
offers for solar and wind (due to the variable nature of their energy output) from
traditional fossil-fueled generation to compare economics, transmission, size,
viability and timing. Seminole further categorized the traditional offers into three
different stratifications, baseload, intermediate and peaking. Offers for asset
purchases were evaluated differently than the initial assessment of PPAs. The
waste to energy proposal was bundled with other fossil baseload generation due to

its plant operating characteristics.

Seminole’s initial analysis compared each proposal’s busbar cost in their
designated stratification to narrow down uneconomic and outlier offers. Seminole
also analyzed the operational and transmission risks of the proposed resource at a
high level. Seminole removed both the offers with undesirable economics based
upon the busbar analysis results and any offers that posed significant operational

and transmission risks.
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Seminole then continued to narrow the remaining list down by evaluating
proposals in regards to the way they would interact with Seminole’s entire
portfolio. Seminole used Planning and Risk (“PaR”) and System Optimizer
software tools to select and choose which generation/power purchase agreement
provided the greatest overall economic value within an entire portfolio with
varying combinations of start dates, term lengths, and MW size. All acquisition
offers were then evaluated to understand the potential benefits to the system, and
to assess the impact of buying the asset earlier than Seminole’s identified capacity

needs.

Economics was not the only considered factor that reduced the number of
proposals down to a manageable short-list. Seminole incorporated a risk analysis
on the individual offers and also produced a comprehensive portfolio risk
assessment based on the group of selected proposals. The SMEs investigated in
greater detail transmission availability, fuel accessibility and availability, build and
construction risks, technological/commercial risks, environmental factors, credit
capabilities, term flexibility, and scheduling flexibility. Seminole concentrated on

proposals that used available and proven technology.

The team evaluation results were compiled into a comprehensive rating scorecard.
The comprehensive rating scorecard weighted a mix of short-term and long-term
economics, individual and portfolio risks, strategic outlook, fuel flexibility, and

real time operational functionality.
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Were any of the proposals eliminated from further consideration as a result
of the technical and commercial evaluation?

Seminole did eliminate one conventional generation proposal from consideration
due to the specialization of the technology; the unit was a one-of-a-kind unit and
did not have an abundant spare part market. Battery storage proposals were
eliminated not because of the technical evaluation, but because of the undesirable

gconomics.

What did Seminole do upon the completion of this economic evaluation?

Throughout the RFP process, Seminole notified participants of the ongoing
evaluation. Once a short-list was finalized, Seminole notified participants of their
status, either removed from evaluation or subject to continued evaluation. Those
that remained were given an opportunity to present their best and final offers. In
addition to their final proposals, the short-list participants were asked for drafts of
their related power purchase agreements. Negotiations continued on the potential
PPAs until a final decision was presented and approved by the Seminole Board of
Trustees. Throughout the process, Seminole staff updated the Board of Trustees

on the proposals, risks, economics, evaluations, and suggested recommendations.

What was the end result of the RFP process?

When the comprehensive evaluation was complete, Seminole entered into PPA
negotiations with several counterparties. The Board of Trustees approved a
portfolio of resources which included a new Seminole self-build resource and
several PPAs with GE Capital, Southern Company Services (Southern Company

Wholesale), DEF, SPC and Coronal Energy.

10
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Has Seminole considered potential purchased power options outside the RFP
process?

Seminole continually receives offers for solar and traditional fossil fueled/system
generation and evaluates them at a high level when received. As per our normal
practice, Seminole did not include unsolicited offers sent following our RFP close
date in the RFP short list. Via our high level evaluation, we did note that the
unsolicited proposals did not provide any significant economic or risk benefit in

comparison to the RFP proposals.

Does that conclude your testimony?

Yes.

11
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1 BY MR PERKO

2 Q And M. Peters, did you also attach two

3 exhibits -- two exhibits to your direct testinony in
4  those dockets that were | abeled JP-1 and JP-2, and

5 I dentified on the conprehensive exhibit list as 18

6 through 19 and 42 through 437

7 A Yes, | did.

8 Q Do you have any changes to those exhibits?

9 A No, | do not.

10 Q Ckay. M. Peters, have you prepared a sunmary

11 of your testinony?

12 A Yes, a brief one.

13 Q Wul d you pl ease provide it to the Comm ssion
14 at this tine.

15 A Sure.

16 So, good afternoon, Chairman and

17 Comm ssioners. Thank you for the opportunity to provide
18 nmy summary testinony today. M nane is Jason Peters.
19 And | have been enployed at Seminole Electric for 17

20 years; currently enployed as a portfolio director.

21 In terns of formal education, | have a

22 Bachel or of Arts in crimnology and a Master's in

23  business admnistration fromthe University of South

24 Florida. And during ny tine at Semnole, |'ve had

25 several different roles of increasing responsibility.
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1 My current role at Semnole is to | ead our

2 commercial activity in the whol esal e power markets and
3 our fuel activity related to coal, rail transport, and
4 certain coal byproducts. During ny tenure, | have

5 either contributed in regards to the analysis or |ed

6 each of Sem nol e's whol esal e power RFPs.

7 The purpose of ny testinony here today is to
8 review the activity that Sem nole took in relation to

9 its recent RFP. | led the internal drafting process at
10 Semnole for the RFP and issued the docunent to the

11 mar ket on March 1, 2016.

12 And as a result of issuing the RFP, Sem nol e
13 recei ved a robust response fromthe nmarket with over 200
14 proposal s received from nost nmjor market counter-

15 parties in Florida and the southeast.

16 We attribute this to the |l ength of the narket
17 and also, in regards to the RFP, itself, the | ack of

18 requi renents for the RFP in regards to term and negawatt
19 size; made it very open to the nmarket and the
20 participants. W wanted responses.
21 | was the primary contact with each of the
22 bi dder representatives and | ed the evaluation teamthat
23 took a |look at each of the nmarket proposals. Qur team
24 spent over one year evaluating the individual proposals

25 In regards to economcs, risk, and other qualitative
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1 considerations.

2 Fol l owi ng our iterative review of the

3 I ndi vi dual proposals, we, then, refined the proposals

4 into portfolios in order to fill the thousand-pl us-

5 megawat t - capacity need required to service Sem nole's

6 menbers.

7 As Sem nol e concluded its market-eval uation

8 activity and noved forward on the reconmendati on

9 provided to our board of trustees, | was the principal
10 I n negotiating the five purchase power agreenents,

11 previously enunerated in the testinmony of ny -- one of
12 ny col | eagues.

13 G ven ny participation in the RFP and know ng
14 the extraordinary effort put forth by the collaborative
15 review of ny coll eagues to evaluate all of the avail able
16 options, along wth ny understandi ng and experi ence of
17 Semnole's system | fully support the sel ected

18 portfolio of resources to neet Sem nole's future needs.
19 And | thank you for your tinme and your

20 consideration today.

21 MR. PERKO W proffer the wtness for

22 Cross-exam nati on.

23 CHAl RVAN GRAHAM  Sure.

24 M. Wight?

25 MR, WRI GHT: Thank you, M. Chairnan.
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1 EXAM NATI ON

2 BY MR WVRI GHT:

3 Q Af t ernoon, Jason.
4 A Hell o, M. Wight.
5 Q I n your testinony, on Page 7, you descri bed

6 the screening process that Sem nol e used to eval uate the

7 proposals received in response to the RFP, correct?

8 A Yes.
9 Q Thanks.
10 | think it starts on Page 7, Line 7, and

11 conti nues through Page 9, Line 23, correct?

12 A Yes, that's correct.
13 Q Thank you.
14 On Page 9, Lines 11 through 17, you al so

15 further describe a risk analysis that Sem nole used to

16 eval uate the proposals, correct?

17 A Yes, that's correct.

18 Q | probably should know this, but what is an

19 " SME" ?

20 A That acronym was used by Sem nole to designhate

21 a subject matter expert.

22 Q Thank you very nuch.

23 Do | -- at Page 5 of your testinony, Lines 9
24  through 12, you tal k about resources included in

25 Semnole's portfolio fromunsolicited offers including
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1 the Hi |l sborough County waste energy facility and the

2 City of Tanpa's McKay Bay waste energy facility,

3 correct?

4 A Yes.

5 Q Are they both interconnected directly to Tanpa
6 El ectric Conpany?

7 A They are, yes.

8 Q Are -- are those -- are those resources in

9 Sem nol e's power-supply portfolio at the present tine?
10 A They are, yes.

11 Q You were around during the tinme that Sem nol e
12 was purchasi ng power fromthe Gsprey Energy Center, were

13  you not?

14 A Yes, | was.

15 Q If you know, it was interconnected to Tanpa
16 El ectric's Recker set -- Recker substation, was it not?
17 A Yes, it was.

18 Q Thank you.

19 On Page 10, Lines 5 through 7, you state that:

20 Battery-storage proposals were elimnated, not because
21 of technical evaluation, but because of the undesirable

22 econom cs, correct?

23 A Yes, that's correct.

24 Q How many battery-storage proposals did you

25 get?
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1 A It was just a handful. It wasn't -- it wasn't

2 nore than five, but | don't renenber the exact nunber.

3 It may have been three or four.

4 Q Has Sem nol e done anything further to

5 I nvestigate solar with battery-storage options?

6 A Not formally. W just concluded our RFP

7 activity and the negotiation, execution of the contracts

8 that we've tal ked about that's been -- been nentioned in
9 the testinony -- towards the end of Decenber.

10 And in the interim we've been preparing for
11 this -- this hearing. So, no, we have not engaged in

12 another RFP process or done anything formal in regards

13 to the battery storage in the interim

14 Q Thank you.
15 Were there two separate RFPs that led up to
16 where we are today; a solar RFP and -- and the other

17 RFP? O was it one big one?

18 A There were two RFPs that Sem nol e conduct ed.
19 One was an RFP conducted by M. David Kezell in

20 regards -- in regards to the self-build activity. The
21  other was an RFP that | conducted for the market

22 activity, but we didn't separate renewable fromthe

23  conventional technology in the second RFP.

24 Q Thank you.
25 So, is -- 1 think I can infer fromthat that
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1 you did not conduct a separate RFP for battery-storage
2 options, correct?

3 A That's correct.

4 Q Are you planning to issue an RFP for battery-
5 storage options at any tinme in the foreseeable future?
6 A We do not currently have another RFP on the

7 schedul e, but we would be happy to do that, if there's
8 an interest on behalf of our nenbers and they direct us
9 to do so.

10 Q Have you -- have you personally evaluated the
11  econom cs of battery storage?

12 A W did that as a team but yes, I'mfamliar
13 wth the results and the way that we anal yzed it.

14 Q Ckay. And just to be clear, | did just say
15 battery storage. | -- did that include the econom cs of

16 sol ar coupled with battery storage?

17 A Yes.

18 Q Thank you.

19 What are the cost trends for battery storage?
20 A They' re novi ng down, nuch |ike solar has noved

21 down over the past couple of years.

22 Q | -- 1 was at sone -- | was at sone solar

23 presentation not too | ong ago at which one of the

24 participants nmade the statenent, so- -- storage today is

25 where solar was in 2008. Do you agree with or disagree
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1 wth or have no opinion on that statenent?
2 A | -- | think generally the trend is the sane.
3 If you were to go back and | ook at where sol ar was si X,
4 seven, eight years ago, the market price was very high.
5 There were feed-in tariffs and other things happening in
6 the state which the pricing is nmultiples, five, ten
7 times of what it is today.
8 And we're seeing a simlar trend in storage.
9 | -- 1 don't have any data to share in regards to how
10 |l ow that will drop out in regards to the difference of
11 the two, but certainly it's noving down, in -- in the
12 sane kind of direction that solar PV noved down.
13 Q In the RFP that led up to this proceeding, did
14  you solicit proposals for winter capacity only?
15 A No, we did not, but we didn't Iimt that in
16 the RFP. W just asked that the terns be a m ni num of
17 two years. So, if soneone had wanted to offer w nter
18 seasonal for nultiple years, they could have done that.
19 We did receive proposals for sumer-only
20 capacity.
21 Q For summer-only?
22 A Summer -only, yes.
23 Q WIl you agree -- based on your experience
24 with RFPs and -- and soliciting power supply, wll you
25 agree that -- that greater anounts of excess capacity
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1 generally results in |lower-capacity price offers?
2 A CGeneral ly speaki ng, you know, the greater the
3 supply, the -- the better off the pricingis. As it
4 relates to RFPs in general and the anount of proposals
5 that we received, certainly the pricing could be better,
6 but that doesn't necessarily nean it's transl atable and
7 I ncludible in Semnole's portfolio.
8 So, we received a nunber of responses that,
9 for various different reasons, including, for exanple,
10 the inability to acquire transm ssion or the cost of
11 havi ng to doubl e-wheel, as sone of ny col | eagues have
12 tal ked about -- just because you get a proposal doesn't
13 necessarily mean you can bring it into the systemand it
14 makes sense for Seminole, as far as a future resource is
15 concer ned.
16 Q Are -- are you famliar wwth the proposals
17  submtted by Quantum Pasco Power, L.P., as updated in, |
18 think, Cctober of 20167
19 A Yes, 'mfamliar with that.
20 MR, WWRI GHT: Thank you.
21 M. Chairman, | would like to distribute that
22 as an exhibit. It is confidential.
23 CHAl RVAN GRAHAM  Sure.
24 MR, VWRI GHT: Thank you.
25 CHAl RVAN GRAHAM  We're up to No. 115.
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1 GCot atitle for nme, M. Wight?

2 MR WRI GHT: Quantum Pasco's updat ed proposal,
3 dated 10/11/2016.

4 (Wher eupon, Exhibit No. 115 was marked for

5 i dentification.)

6 THE WTNESS: (Exam ning docunent.) Al

7 right.

8 BY MR WRI GHT:

9 Q Have you -- have you seen this docunent

10 bef ore?

11 A Yes, | have.

12 Q And it is what |'ve represented it to be, as
13 Quantum s proposal, as updated in Cctober?

14 A Yes, | believe that is so.

15 Q And it included both a PPA proposal -- |

16 shoul d say, sonme alternate PPA proposals, varying start

17 dates, and an asset-sale offer?

18 A That's true, yes.
19 Q Thank you.
20 And this proposal was not disqualified for --

21 fromfurther consideration, was it?

22 A No, it was not.

23 MR, VWRI GHT: Thank you.

24 That's all | have for M. Peters. Thank you,

25 M. Chairman.
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CHAl RVAN GRAHAM  Ckay.
Staff?

MS. DZI ECHCI ARZ: Staff has no questions.

Thank you.
CHAI RVAN GRAHAM Conm ssi oners?

Comm ssi oner Pol mann.

COW SSI ONER POLMANN: Good aft er noon,

M. Peters.

THE W TNESS: Good afternoon

COW SSI ONER PCLMANN:  You i ndi cated you

led -- led the RFP effort; is that correct?

THE WTNESS: Yes, it is.

COMM SSI ONER POLMANN:  Coul d you rem nd us how

many respondents you had to the RFP?

Appr oxi mat el y.

THE WTNESS: It was around 230 i ndi vi dua

pr oposal s.
COMW SSI ONER POLMANN:  Thank you. And
general ly speaking, you -- you had a team revi ew ng

all those, subject nmatter experts. And you

devel oped what -- what we could call a short I|ist,

is that correct, in --
THE W TNESS: Yes, that's correct.

recei ved the proposals in May of 2016.

So, we

And it took

us the better part of nine nonths to get down to a
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1 short list that we could select the individua

2 proposals that we wanted to conprise into the
3 portfolios that we've tal ked about.
4 So, it took us a while to -- to wi nnow down
5 appropriately due to the nunber of the responses
6 that we received into what we woul d consi der a
7 short Iist.
8 | would say, in this particular case, our
9 short list was nore around the size of what we
10 traditionally received in regards to RFP responses.
11 So, we received quite a few nunber of responses.
12 And we wi nnowed that down to an appropriate list to
13 try to find the appropriate portfolio for our
14 future needs.
15 COMM SSI ONER POLVANN:  Appr oxi mat el y how many
16 proposal s renmai ned on that short |ist?
17 THE WTNESS: | did not bring that nunmber with
18 me, but it was sonmewhere in the nei ghborhood of,
19 say, 15 to 20.
20 COW SSI ONER PCLVANN:  Ckay. Coul d you
21 descri be, generally, the range of types of
22 opportunities that were included in that short
23 list, PPAs or billed or -- or others -- not
24 specifically, but just generally.
25 THE WTNESS: Sure. It was a -- it was a
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1 pretty good cross-section. W had a group of

2 renewabl e proposals that we kept on the short I|i st
3 that we felt were appropriate, would fit best into
4 our portfolio. Those were all solar in nature.
5 In the initial phases of the RFP, we did have
6 wi nd responses and we had sone battery storage, but
7 those didn't seemto be appropriate given the --
8 the anal ysis we had done up until that point. So,
9 we had a nunber of solar proposals.
10 Then we al so had a couple of new build and
11 sone exi sting-system power, which | would consi der
12 to be, like, an internediate or a conbi ned-cycle
13 type of proposal. W had sone peaking structure as
14 wel | .
15 So, the GECT tolling agreenent -- that was one
16 of the particular itens that was left on the |ist,
17 as far as CIs were concerned. W had sone other
18 system peaking that we had in the mx as well.
19 So, a nunber of system products, a nunber of
20 what -- what | would consider the internediate or
21 conbi ned cycle. Sonetines it could be based in
22 peaking. So, we had a pretty good cross-section
23 of -- out of the total RFP responses, we had a good
24 anount of representation of each of the segnents in
25 that final list that we used to conprise the
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1 portfolios.

2 COW SSI ONER PCLMANN:  As you noved forward at
3 that point, was this continued eval uati on perforned
4 entirely in-house.
5 THE WTNESS: |t was perforned in-house and
6 then we al so had our independent eval uator from
7 Sedway Consulting, who mrrored our analysis. He
8 did his own analysis, but he had a separate process
9 and we had the one that we were doing in-house.
10 COMWM SSI ONER POLMANN:  Did you receive
11 suppl enental information at this point fromthe
12 respondents to the RFP -- those who -- who had put
13 forth these proposals? D d you ask for
14 suppl enental information fromthe short list?
15 THE WTNESS:. Yes, we did that throughout the
16 process. There was a nunber of tines the bidders
17 asked questions or we asked questions of the
18 bi dders.
19 We recei ved several responses in which we
20 asked for -- as we tried to put together the
21 portfolio because we weren't |ooking for a single
22 anopunt of negawatts. Say, for a hundred negawatts,
23 there wasn't any one particular resource that fit
24 our needs because we were trying to put together a
25 portfolio that woul d best neet our overall needs.
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1 We did nodify, through negotiations with those

2 bi dders on the short list, to get to an appropriate
3 concl usi on that we thought woul d best work for
4 Sem nole. So, we asked questions of them They
5 asked questions of us. And we cane to what we felt
6 was the best commercial fit for all the parties.
7 COMWM SSI ONER POLMANN: At what point in the
8 process did you ask for pricing? Ws that in the
9 front end or the mddle or -- where?
10 THE WTNESS: Yeah, it was -- it was asked for
11 on the front end. So, along with the bid
12 information and the qualifications and the
13 executive sunmary that we asked the bidders to
14 produce, we al so asked themto provide a pricing
15 t abl e.
16 A couple of tines during the -- the process,
17 we had what | would call stages of folks. W |et
18 them know, we're no | onger considering you. W did
19 go back to themand revisit sone of the pricing,
20 but we did it for all the bidders at the
21 appropriate tinmes during the process.
22 COW SSI ONER PCLMANN:  Wth regard to price,
23 then, at what point did you -- or have you, in
24 fact, come up with final pricing fromeach of
25 the -- the bidders?
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1 THE W TNESS: W have cone up with fina

2 pricing fromthe -- fromthe bidders. So, on the
3 self-build side, M. Kezell nentioned that there's
4 still some work left to be done on the EPC
5 contract, but in regards to the market activity
6 that was done, all those contracts have been
7 executed and were in the inplenentation phase.
8 So, all the pricing is established and it's in
9 t hose contracts.
10 COW SSI ONER PCLMANN:  Did you have those
11 final prices when -- when the board nmade a deci sion
12 to -- to nove forward with the selected portfolio
13 or did they elect to nove forward with this
14 portfolio without final prices?
15 THE WTNESS: | would say that all the nmjor
16 ternms and conditions were known. There m ght have
17 been small pricing adjustnents in regards to
18 I ndi vidual issues that had to be negotiated or
19 finalized, the structure of that.
20 But in regards to the price, the demand price,
21 the fixed O& M-- or I'"'msorry -- the demand
22 price, the variable O & Mstart charges, those
23 types of things -- those were all enunerated.
24 Parties knew what they were. W presented those to
25 our board. And we negotiated and finalized
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1 agreenents around those prices.

2 So, everything was known before we executed
3 the agreenents and before we went to the board in
4 Sept enber of 2017.
5 COMM SSI ONER POLMANN:  And is it your opinion
6 that the board, as well as having information
7 regarding ternms and conditions, also had full
8 knowl edge or -- or what the team woul d descri be as
9 adequat e and reasonabl e knowl edge, with regard
10 to -- to the spectrumof risk and reliability?
11 THE W TNESS: Yeah -- yes, absolutely, | would
12 say that is true. W not only updated the board
13 during our regqularly-schedul ed neetings, we al so
14 had wor kshops that we presented to the board and we
15 went through, fromAto Z really, not just on the
16 mar ket al ternative, but on the entire spectrum of
17 what Sem nole was doing to satisfy that need.
18 W went through all of the information that we
19 had, kept the board updated. And that included
20 ri sk assessnent and how we were progressing in that
21 eval uati on.
22 So, they -- they saw it nmultiple tinmes. And
23 as nore informati on becane present and the risk
24 analysis got a little deeper, as it did through the
25 process, they were presented wth updates.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



426

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COMWM SSI ONER POLMANN:  Were there any
remai ni ng questions, wth regard to ri sk,
reliability, or other factors beyond costs, that
you -- your board felt were not answered that you
continue to work on or will be part of subsequent

steps going forward, beyond this case, beyond this

docket ?
THE WTNESS: Not that -- not any that |'m
awar e of . | mean, there's -- there's risk rel ated

to every single agreenent that we put together.
Previously in the testinony, it was nentioned
a couple of off-ranps that are usually inherent in
each agreenent. So, the parties worked to put
toget her an agreenent that surrounds that, allows
either party to exit, for exanple, if they don't
get transm ssion, but those things are all normal

course of business and itens that were di scussed

with the board and are -- are usually in our
contracts.
So, I'mnot aware of any exceptions to -- to

that type of information or those types of risks.
COMWM SSI ONER POLMANN:  So, to the best of your

know edge, you don't -- you don't believe that

there are unanswered questions for your board with

regard to this proposed portfolio --
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THE WTNESS: Not that |'m aware of.

COMM SSI ONER POLMANN:  -- other than -- other
than in agreenents or contracts that need to be
execut ed.

THE WTNESS: Everything has been executed.
So, all the agreenents are set in stone. And as |
said, we're inplenenting. So, there's not any
guestions on the agreenents or what they are.
Utimately, through the inplenentation, can --
sonet hi ng can happen.

COW SSI ONER PCLMANN:  Sur e.

THE WTNESS: And that m ght cause a party to
t ake advant age of one of those exit ranps, but
there's not anything that we're aware of or that
t he board has questioned in regards to what we've
done thus far.

COMWM SSI ONER POLMANN:  Thank you, M. Chair.

CHAI RMVAN GRAHAM  Conmi ssi oner O ark.

COMWM SSI ONER CLARK:  Thank you, M. Chairnman.

You actually answered two of ny questions,
but --

CHAI RMVAN GRAHAM M cr ophone.

COW SSI ONER CLARK:  |'m sorry?

CHAl RVAN GRAHAM M cr ophone.

COMM SSI ONER CLARK:  Oh, |I'm sorry.
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1 You actually answered two of ny questions, but
2 Il -- 1 still want to understand, just briefly, the
3 t hought process behind this particular RFP. Is --
4 woul d you describe this RFP process as nornal for a
5 utility seeking generation assets?
6 THE WTNESS: Yes, | think it is very typical.
7 COW SSI ONER CLARK: W th that nmuch scope --
8 knowing -- with that nmuch change in scope, allow ng
9 25-megawatt increnents, know ng you need 600 in

10 firmcapacity?

11 THE WTNESS: Yes. |[I'll say this: | think

12 it's very typical for Semnole. If | were -- if |
13 wor ked for a different kind of entity, an | QU,

14 per haps, you would find that the RFP is probably

15 nore targeted and | ess open to different

16 possibilities for the market, but that is not

17 Sem nol e' s busi ness nodel .

18 W' ve been -- during our history, we've

19 I ncorporated RFPs as part of our process and we've
20 awarded to the market many different tinmes. At

21 ot her tinmes, we've awarded or noved in the

22 direction of self-build when the market wasn't

23 t here.

24 So, what we try to do through the RFP process
25 and the -- and the dual process that | described
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1 before where M. Kezell went out and took a | ook

2 for self-build alternatives and Sem nol e | ooked for
3 mar ket alternatives -- or I'msorry -- | | ooked for
4 mar ket alternatives and tried to define what was
5 beneficial to us in the market. W tried to find
6 the best solution for nenber owners.
7 And it's not really inportant to us whet her
8 that cones in the formof self-build or it cones in
9 the formof market alternatives. Wat is inportant
10 to us is that we provide to our nenbers the
11 reliable, cost-effective power supply that they
12 deserve.
13 COMM SSI ONER CLARK:  Did you anticipate this
14 many responses?
15 THE WTNESS: No, | did not.
16 COMM SSI ONER CLARK:  Woul d you have narrowed
17 t he scope, had you known you were getting 200
18 responses?
19 THE WTNESS: No. | think it was a good
20 exercise for Semnole. It -- it taught us
21 sonething in the process. It sharpened our -- our
22 eval uati on process and the way that we did that.
23 So, all the changes were beneficial.
24 | think the -- the one change that we m ght
25 make is -- is maybe the suggestion of focusing on
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1 the vari abl e products on the renewabl e side and

2 then focusing on traditional comodity.
3 So, we m ght have structured the RFP
4 differently to get the answers a little bit
5 differently in ternms of the forns and that sort of
6 thing, but the response fromthe market is very
7 much what we wanted. We want to have all those
8 opportunities to take a |l ook at and figure out what
9 wor ks best for Sem nol e.
10 COMM SSI ONER CLARK:  You -- you nentioned
11 earlier in your testinmony -- and correct ne if I'm
12 wong -- that sonme of the responses were elimnated
13 due to the transm ssion constraints, the ability to
14 actual ly deliver the prod- -- the product. Ws
15 that not a condition of the RFP?
16 THE W TNESS:. That was through the eval uation
17 process. Qut of the 230-plus offers -- | think it
18 was 238 -- that we received, we only elimnated
19 four fromthe initial screen.
20 And so, we tried to find our -- we did our
21 best to find a way to consider the rest
22 nmeani ngfully and see if they should be included in
23 the portfolio. The reason we elimnated those
24 four -- one was after the RFP submttal date. W
25 received it afterwards. And the other three were
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1 for -- were for atinme that didn't neet the RFP

2 requi renments. So, they were past June 1 of 2021.
3 So, everything el se we consi dered.
4 COW SSI ONER CLARK: But they could all neet
5 your requirenents in terns of delivery?
6 THE W TNESS:. That was sonething --
7 transmssion is a hard question to answer. Usually
8 the resources don't conme to you in the formof, we
9 have this transition and we're ready to provide it
10 to you. As we've tal ked about, Semnole is a
11 transm ssi on-dependent utility. So, it requires a
12 couple of different things in regards to
13 transm ssi on.
14 In regards to the Hillsborough County and the
15 City of Tanpa resources, those cane froma
16 renewabl e RFP that we had done a nunber of years
17 ago. And what it requires is that the -- there's
18 avail able transm ssion. They call it ATC. So, you
19 have to acquire the ATC from Tanpa El ectric, for
20 exanpl e, and we would pay for that transm ssion
21 wheel .
22 And then, on the other side, when it's
23 delivering into the Duke bal anci ng area, what has
24 to happen there is we have to make a request to
25 Duke for network transm ssion service for that
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1 to -- for that particular resource to serve our

2 network | oad there. So, there's two transm ssion
3 requests that have to happen. And only Sem nol e
4 can make that second part.
5 So, the answer on transm ssion is not always
6 apparent, unless it's -- well, even a resource that
7 you buy from Duke, we still have to nmake that
8 network transm ssion request. And the fol ks that
9 work on the commercial side and do the marketing --
10 they're different than the folks that do the
11 transmssion. So, it still requires a study on
12 the -- on behalf of the transm ssion side.
13 COMWM SSI ONER CLARK:  So, for exanple, the
14 nunbers that we see, that M. Wight gave us in
15 ternms of Quantum s proposal, the capacity
16 paynments -- if you | ooked at these nunbers, do
17 those include in -- their anticipated transm ssion
18 costs?
19 THE WTNESS: They do not. And so, on our
20 side, what we included was the assunption that the
21 avai |l abl e transm ssi on woul d be there on the Tanpa
22 El ectric side. W added that cost into our
23 eval uation of that particul ar proposal.
24 So, we gave it -- we gave it credit as if --
25 and that's the way we did it with all the
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resources. W assuned that the transm ssion woul d
be there with regards to our evaluation, until we
got to a point where that resource was no | onger
consi der ed.

COMWM SSI ONER CLARK:  Ckay. So, you didn't
actually go all the way with each one of the
pr oposal s.

THE WTNESS: No. As we -- as we noved
t hrough the process and we narrowed the scope in
regards to the nunber of proposals, we put those
aside, but up until that point, we assuned the
transmssion is avail able for the resources.

COW SSI ONER CLARK: The proposal that Quantum
submtted was -- did have avail able transm ssion
capacity.

THE W TNESS:  Yes.

COMM SSI ONER CLARK:  And the wheeling fees
were not a deal -killer?

THE WTNESS: W left it on the short list. |
nean, ultimately, what | would say about the
Quantum Pasco proposal was it was not the nost
cost-conpetitive. And you know, you can ask the
guestion to Julia Diazgrenados as we get to -- as
we get to her testinony. But what we saw in the

econom c screening is that that particular resource
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was not coming to the top of the list.

COMWM SSI ONER CLARK:  Thank you, M. Chairnan.

CHAl RVAN GRAHAM  Redirect?

MR. PERKO: No redirect.

CHAI RMAN GRAHAM  kay. Exhibits.

MR. PERKO  Excuse ne, Chairman, we woul d nove
Exhi bits 18, 19, 42, and 43, as well as Section 6.3
of the need study that's been referred to as
Exhibits 3 and 29, which M. Peters is sponsoring.

CHAl RVAN GRAHAM M. Wight, any objection to
t he exhibits?

MR. WRIGHT: No, M. Chairnman.

CHAI RMVAN GRAHAM  Any exhi bits for you?

MR, WRI GHT: 115, pl ease.

CHAl RVAN GRAHAM  Any obj ection -- objections?

MR. PERKGO  No, objection, Your Honor -- I'm
sorry -- no objection, M. Chairman. | wll just
ask if -- if this is being held confidential at

Quantum s request ?

MR WRIGHT: It is.

MR. PERKO  Thank you.

MR, VWRI GHT: Thank you.

CHAI RMVAN GRAHAM  Ckay. We'll add that to the
record.

MR, WRIGHT: (Indicating.)
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1 CHAl RMAN GRAHAM W& will enter that into the

2 record.

3 MR. WRI GHT: Thank you very nuch.

4 (Whereupon, Exhibit No. 115 was admtted into
5 the record.)

6 CHAl RVAN GRAHAM  Woul d you like to excuse
7 your W tness?

8 MR, PERKG  Yes, M. Chairman.

9 CHAl RMAN GRAHAM M. Peters, travel safe.
10 Your next w tness.

11 MR. PERKO Seminole calls Ms. Julia

12 Di azgr anados.

13 EXAM NATI ON

14 BY MR PERKO

15 Q Ms. Di azgranados, could you pl ease state your
16 full nane for the record.

17 A Julia D azgranados.

18 Q And Ms. Granados -- Diazgranados, have you
19 been sworn today?

20 A Yes, | have.

21 Q And coul d you pl ease state your current

22 enpl oyer and busi ness address.

23 A Sem nol e Electric Cooperative, 16313 North
24 Dal e Mabry H ghway, Tanpa, Fl ori da.

25 Q Ms. Diazgranados, did you cause to be filed --
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1 CHAI RMVAN GRAHAM M cr ophone.

2 MR PERKO  Sorry.

3 BY MR PERKO

4 Q Did you cause to be filed in Docket -- on

5 Decenber 21st, 2017, prefiled direct testinony

6 consi sting of 15 pages in both Dockets 20170266- EC and
7 20170267- EC?

8 A Yes.

9 MR, PERKO And I'msorry. Strike that, Your
10 Honor -- Comm ssioner. | -- | forgot that she

11 filed revised testinony.

12 BY MR PERKO
13 Q Did you caused to be filed revised testinony

14 i n those dockets on March 8th, 2018?

15 A Yes.

16 Q Consi sting of 15 pages each?

17 A Yes.

18 Q And do you have any changes to that revised

19 testi nony?

20 A Yes, we have one change.
21 Q Coul d you explain what that change is, please.
22 A On Page 13, Line 2, it was initially 363. W

23 I nadvertently changed it to 530. That should not have
24 been updated. It should have stayed at the 363.

25 Q So, if you were -- so, if you were to correct
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1 your revised testinony, you would change that 533 -- or

2 530 to 363; is that correct?

3 A Correct.

4 Q Now, in the notion to revise -- for |leave to
5 file your revised testinony, | believe your overzeal ous
6 counsel identified a page on -- in the need study in

7 Section 1.5 that needed to be revised; do you recal

8 t hat ?
9 A Yes.
10 Q And it was that -- was it that sane 363 figure

11 that was identified as needing to be changed to 5307
12 A Correct.
13 Q So, that correction would not need to be nade

14 to the need study; is that correct?

15 A Correct.

16 Q Thank you.

17 Ms. Di azgranados, did you also attach to your
18 revised testinony -- I'msorry. |If |I were to ask you

19 the questions in your revised testinony today, would
20 your answers be the sanme, with that single correction
21  you just identified?

22 A Yes.

23 Q And did you also attach to your revised

24  testinony seven exhibits identified as JAD-1 through

25 JAD-7, and on the exhibit list in Docket No. 20170266 as
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1 20 through 25, and in Docket 20170267, Exhibits 44 and
2 497
3 A Seven bei ng the revised?
4 Q Correct.
5 A Yes.
6 Q Do you have any changes to those exhibits?
7 A No.
8 Q Now, Ms. Diaz [sic] -- | believe | may have
9 asked you this -- and | apologize. |1'mgetting ahead of
10 nyself here -- but if I were to ask you the sane
11  questions in your revised testinony, with that single
12 exception, would your answers be the sane today?
13 A Yes.
14 MR, PERKO At this tinme, Conm ss- --
15 M. Chairman, | would nove Ms. Di azgranados'
16 revised testinmony of March 8th, 2018, to be
17 inserted into the record as if read.
18 CHAl RMVAN GRAHAM We wil | insert
19 Ms. Di azgranados' revised March 8th -- 8th?
20 MR, PERKO  Correct.
21 CHAl RVAN GRAHAM  March 8th testinony into the
22 record as though read.
23 (Prefiled revised testinony inserted into the
24 record as though read.)
25
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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BEFORE THE PUBLIC SERVICE COMMISSION
SEMINOLE ELECTRIC COOPERATIVE, INC.
DIRECT TESTIMONY OF JULIA DIAZGRANADOS
DOCKET NO. 2017-266-EC

MARCH 8§, 2018

Please state your name and address.
My name is Julia Diazgranados. My business address is 16313 North Dale

Mabry Highway, Tampa, Florida 33618.

By whom are you employed and in what capacity?
I am employed by Seminole Electric Cooperative, Inc. (“Seminole”) as

Director of Treasury and Planning.

Please describe your responsibilities in your current position.

As Director of Treasury and Planning, I am responsible for coordinating,
managing and directing Seminole’s planning process. My team produces study
results used to assist executive staff in establishing long-term plans to meet our
Members’ energy needs while maintaining competitive rates, mitigating risk,
and preserving reliability. We evaluate existing available resources along with
proposed resources over our planning horizon and in line with Seminole’s load
forecast. In my role, I have overseen the completion and filing of Seminole’s
most recent Ten-Year Site Plan (“TYSP”) provided as Appendix A to

Seminole’s Need Study, which has been submitted as Composite Exhibit
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(SECI-1). I also represent Seminole on the Florida Reliability Coordinating

Council's Resource Subcommittee.

Please state your professional experience and education background.

I have over twenty years of experience in the electric utility industry. I began
my career in 1991 as a financial analyst for eight years with Allegheny Energy.
From 1999 until 2004, I was a principal in a consulting company that
specialized in electric utility planning software. I joined Seminole in 2005 as a
Senior Strategic Planning Analyst with the lead role in the development of
annual long-term strategic plans. In 2007, I was promoted to Lead Generation
Planning Analyst. I was promoted in 2010 to Supervisor of Generation
Planning, and advanced to Manager of Generation Planning in 2013. In 2017, 1
assumed my current position as Director of Treasury and Planning. 1hold a
Bachelor of Science degree in Business Management and an Associate degree

in Electronic Data Processing from Fairmont State University.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to address three areas. First, [ will describe the
power supply planning process and need assessment that Seminole performed
to identify its need for capacity in 2021 and beyond. Next, I will review
Seminole’s economic evaluation of self-build and purchased power
alternatives along with risk assessments to explain why the Seminole
Combined Cycle Facility (“SCCF”) and the Shady Hills Combined Cycle
Facility (“SHCCEF”) are the best, most cost-effective, risk-managed options to

meet the reliability and economic needs of Seminole and its Members. Finally,
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I will discuss the unfavorable consequences if the requested need

determination is not granted.

Are you sponsoring any exhibits in the case?
Yes, I am sponsoring the following exhibits, which were prepared by me or
under my supervision and are attached to my pre-filed testimony:
e Exhibit No.  (JAD-1) — Resume
e Exhibit No.  (JAD-2) — Seminole’s gap chart (forecasted winter
peak demands plus reserves vs. committed resources)
e Exhibit No.  (JAD-3) — Seminole’s initial economic analysis results
e Exhibit No.  (JAD-4) — Seminole’s scorecard analysis
e Exhibit No.  (JAD-5) — Seminole’s sensitivity analysis; and
e Exhibit No.  (JAD-6) — Seminole’s revised economic analysis
results.
I also am sponsoring Sections 5.1, 5.3, 5.4, 6.1, 6.4.1,6.4.2,6.4.4,6.5,6.6, 6.7,
6.8, 8 and 9 of the Need Study (Exhibit No.  (MPW-2)), as well as Appendix
A to the Need Study, all of which were prepared by me or under my

supervision.

POWER SUPPLY PLANNING PROCESS & PROJECTED NEED

What is the objective of Seminole's power supply planning process?
The objective of Seminole’s power supply planning process is to provide a
portfolio of resources that will satisfy two criteria: (1) to satisfy Seminole’s

reliability criteria; and (2) to provide our nine Members with reliable wholesale

3
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energy to serve their member-consumers’ future electrical needs in the most

cost-effective and risk-managed manner.

What reliability criteria does Seminole use to determine the need for

additional resources?
Seminole uses utility industry planning practices and tools which utilize both
deterministic and probabilistic approaches for planning a resource mix that
satisfies a Reserve Margin criterion of 15 percent and achieves a Loss of Load
Probability (“LOLP”) of one day in 10 years. The Reserve Margin is a
percentage of the load forecast peak demand and is the additional amount of
capacity that a utility maintains above the forecasted peak demand. Reserves
are necessary to accommodate generator outages, load forecast uncertainty, and
abnormal weather. The Reserve Margin considers only the forecasted peak
demand versus the amount of generation resources, but the LOLP criterion
takes into account load shape, unit sizes, unit availability, and capacity mix
when calculating the probability of a utility not adequately meeting load.
These reliability criteria help to ensure that sufficient generation capacity is

available to meet our Members’ load forecast needs.

Please describe Seminole’s power supply planning process.

Seminole’s power supply planning process begins with the development of the
peak demand and energy forecasts (“load forecast™) for each of our nine
Members, which are aggregated into a Seminole load forecast. The Seminole
load forecast’s coincident peak demands are used to determine the amount of

capacity needed to meet our Members forecasted demand plus an additional 15
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percent to satisfy Seminole’s Reserve Margin requirement. A gap analysis is
used to identify deficiencies between forecasted requirements and current
available capacity. When a deficiency is identified, Seminole evaluates all
available alternatives (purchased power, acquisitions, and self-build) to
establish a portfolio that provides a cost-effective and reliable generation mix

to meet our Members’ needs.

What is Seminole's future capacity need?

Seminole’s future capacity need results primarily from the expiration of
purchased power agreements (“PPA”). These PPAs consist of multiple system
deals starting with the expiration of 150 MW from Duke Energy Florida on
December 31, 2020, followed by expiration of 200 MW from Florida Power &
Light on May 31, 2021. Additionally in May of 2021, Seminole has the
expiration of a PPA with Southern Power Company for three of their Oleander
peaking units with total capacity ratings of 550 MW winter and 460 MW

summer. In total, Seminole will lose 900 MW of purchased power in 2021.

When forecasted load is taken into account, by the end of 2021, Seminole will
need 901 MW of generation to meet its Members’ energy needs along with its
Reserve Margin requirements. That need will grow to 1,265 MW the next year
due to load growth and the expiration of a 300 MW PPA with Duke Energy

Florida. This is reflected in Exhibit No.  (JD-2).

How does Seminole plan to meet that need?
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The most cost effective, risk-managed resource plan for Seminole to meet the
future needs of our Members is a mix of resources consisting of existing
generation resources, PPAs, and the construction of two natural gas-fired
combined cycle units. The first combined cycle unit (SHCCF) will be a 573
MW (winter) 1x1 unit to be constructed by GE Capital at its existing Shady
Hills site in Pasco County pursuant to a tolling facility agreement with
Seminole. The second combined cycle plant (SCCF) will be a self-build 1,122
MW (winter) 2x1 combined cycle plant at our existing Seminole Generation
Station (“SGS”) site, along with taking one of the two existing 664 MW

(winter) SGS coal units out of service.

ECONOMIC EVALUATION AND RISK ASSESSMENT

How did Seminole determine that a combined cycle tolling facility and
self-build combined cycle facility along with taking a SGS coal unit out of
service should be pursued to meet the projected need in 2021 and beyond?
The process began over two years ago. Seminole first determined which self-
build alternatives would be evaluated. We then issued a request for proposals
(“RFP”) for firm capacity to solicit alternative proposals from the market.
Lastly, we performed economic and risk evaluations on all available
alternatives and developed portfolios of generation resources to fulfill

Seminole’s need.

What self-build alternatives did Seminole consider?
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Due to the high costs and regulatory uncertainties associated with new nuclear
and coal-fired generation, Seminole limited its analysis of self-build
alternatives to natural gas-fired generation. As discussed in Mr. Kezell’s
testimony, Seminole evaluated several different gas-fired technologies from

three different vendors.

Please, describe Seminole's evaluation process of its self-build generation
alternatives along with its market alternatives.

Seminole identified market alternatives by issuing an RFP in March 2016 for
firm capacity up to 1,000 MW beginning as early as June 1, 2021. The RFP
stated that the need for capacity of 600 MW would start in June 2021, with
total needs increasing to 1,000 MW by June 2022. Seminole encouraged
proposals of base, intermediate, and/or peaking capacity, as well as renewable
resources. The RFP also stated that proposals providing demand side options
would be considered, although no such proposals were received. In May 2016,
Seminole received proposals for purchased power alternatives in response to
its RFP. The response was robust, with Seminole receiving responses from 38
counterparties for a total of 223 proposals with offers providing generation
from renewables, existing and new gas-fired facilities, and system offers.
Following receipt of the bids, Seminole’s staff reviewed the proposals for
completeness along with technical and operational viability. We performed an
initial economic screening using bus bar cost analysis (i.e., the total cost to
operate a resource on a $/MWh basis) of all alternatives within a stratification
(base, intermediate, or peaking). Those with significantly higher operating cost

based on a typical capacity factor within a stratification were eliminated.
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Next, all remaining alternatives, including self-build options, were modeled
and analyzed using System Optimizer. System Optimizer is an ABB tool that
is an industry-recognized utility model used to develop an optimal resource
mix to satisfy future needs. The model simulates how each generating
resource, potential resources along with existing resources, will be used to
serve the forecasted peak demand and energy requirements in the load forecast.
System Optimizer’s inputs include the demand and energy forecast, Reserve
Margin requirements, fuel price forecast, plus the individual resource’s cost
and performance characteristics (e.g. fixed cost, variable cost, heat rates,
forced outage rates, and maintenance schedules). Seminole used System
Optimizer to develop economical portfolios of resources to meet the projected

future need.

Seminole ran multiple iterations through System Optimizer. The first iteration
was to develop a portfolio for the need starting in winter of 2022 with all
resources available (“SGS 2x1 Portfolio”). We then developed a limited build
portfolio which allowed one 1x1combined cycle unit to be built (“Limited
Build Risk: Shady Hills Portfolio”). We also developed a no build portfolio
consisting of only PPAs (“No Build Risk: All PPA Portfolio”). In addition,
due to the regulatory uncertainty and long-term economics of coal-fired
generation, Seminole also developed a portfolio taking into account the
removal of one coal unit from service (“CPP/CC Portfolio”). The components

of the various portfolios are summarized in Exhibit No.  (JD-3).
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Once the optimal portfolio candidates were identified via System Optimizer,
Seminole used Planning and Risk (“PaR”), another industry-recognized utility
model from ABB, to further evaluate the production cost. PaR is a detailed
production cost model, which commits resources in each hour over the thirty-
three year study period from 2018-2051 based on costs and operational
constraints. The operational constraints are similar to those in System
Optimizer but more extensive, including such constraints as minimum up and
down times, must run requirements, and natural gas pipeline flow limits. The
production costs from PaR along with any capital and transmission cost
increases for network upgrades are loaded into the corporate financial model to

develop the annual revenue requirements.

Finally, Seminole’s staff performed risk analysis on both individual
alternatives and each of the remaining portfolios. Seminole produced
scorecards for each portfolio which not only took into account a weighted risk
rating but also a strategic rating, operational flexibility ratings for fuel, real
time operational flexibility, and an economic rating for a short-term (10 year)
and long-term (30 year) net present value revenue requirement. These

portfolio scorecard assessments are reflected in Exhibit No.  (JD-4).

What were the results of your detailed economic evaluation?

Ultimately, the net present value (“NPV”) of the revenue requirements is the
basis for comparing different portfolios in the economic evaluation. The
CPP/CC Portfolio, which includes the SCCF and the SHCCF along with the

removal from service of one of the two existing 664 MW SGS coal units, was
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the least cost portfolio. The next portfolio in NPV revenue requirement terms
was approximately $355 million more expensive over the thirty-three year
study period from 2018-2051. Exhibit No.  (JD-3) reflects the differential

between the portfolios.

Did Seminole evaluate the cost-effectiveness of taking the second SGS coal
unit out of service?

No, Seminole believes that continuing operation of one SGS coal unit will
enable us to continue the utilization of a valuable, high-performing asset within

our portfolio and preserve fuel diversity.

What additional analyses did Seminole perform to evaluate the cost-
effectiveness of the various alternatives?

Seminole also performed multiple sensitivity analyses outlined below:

e Optimistic (High load growth with low gas prices)

e Pessimistic (Low load growth with high gas prices)

e Flat Backfill (No escalation of generic unit capacity costs)

e Solar PPA 400 MW (400 MW of additional solar PPA)

e Various Carbon Tax (based on Minnesota PSC Carbon tax assumptions)
o Low — starting at $9.00/ton in 2019 and escalating
o Mid — starting at $21.50/ton in 2019 and escalating

o High — starting at $34.00/ton in 2019 and escalating

10
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The results of these analyses are shown in Exhibit  (JD-5) and they support
the conclusion that the SCCF and SHCCEF together with PPAs (CPP/CC

Portfolio) provide the most cost effective solution for Seminole’s need.

Did Seminole consider the utilization of additional solar resources?
Seminole also considered the utilization of solar in its sensitivity analysis,
Seminole evaluated two different solar alternatives as reflected in

Exhibit  (JD-5). Both sensitivity analyses show that the SCCF and SHCCF
together with PPA’s (CPP/CC Portfolio) is the most cost effective solution.
Because Seminole is a winter peaking system, solar is not a viable capacity
source to offset our need, but Seminole does acknowledge the energy value of
solar and therefore has included 40 MW (summer rating) of new solar in our
final recommendation. Seminole does account for the summer capacity benefit

in the portfolios.

Did Seminole consider any other factors in its evaluation?

In addition to cost-effectiveness and risk impacts, Seminole considered the
value of having optionality. One of the new PPAs in this portfolio provides
Seminole with the advantage of optionality, giving Seminole the flexibility to
modify its commitment up or down with one year’s notice. Given the
uncertainty of load forecasts, having the ability to modify resource
commitments will give Seminole an advantage against economic

accelerations/downturns or faster/slower load growth rates.

11



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

450

What was the recommendation of Seminole's Staff to the Board regarding
SCCF and SHCCEF, and what was the result?

At the September 27, 2017 meeting of the Board of Trustees, staff provided an
overview of the planning activities and a review of the objectives along with
portfolio economics, sensitivity results and risk assessments. Staff also
reviewed the components of the portfolio being recommended. Staff then
recommended, and the Board unanimously approved, proceeding with the
planning, permitting and construction of the SCCF along with the SHCCF

tolling agreement with GE and additional PPAs to round out the portfolio.

UPDATED ECONOMIC ANALYSIS

Has Seminole updated its assessment since the September 27, 2017 Board
of Trustees approval?

Yes. At the October meeting of the Board of Trustees, the 2018 Budget was
presented and approved. Staff has updated the economics to incorporate the
2018 Budget assumptions. These assumptions include a new load forecast that
was approved by Seminole’s Board in September 2017 and a new fuel price

forecast updated in June 2017.

Please describe Seminole’s updated economic assessment.

Seminole conducted a present worth revenue requirements comparison for all
four portfolios with the 2018 Budget assumptions. While the total dollar values
changed, the rankings between the portfolios did not. The CPP/CC Portfolio,
which includes the SCCF and the SHCCF along with the removal from service

of one of the two existing 664 MW SGS coal units, remained the least cost

12



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

451

portfolio. The next portfolio in NPV revenue requirement terms was

approximately $530 million more expensive over the study period. Exhibit

No.  (JD-6) reflects the differential between the portfolios.

ADVERSE CONSEQUENCES OF DENIAL

What will be the projected impact on the reliability of service to
Seminole's Members and their member/consumers if the SCCF and GE
SHCCEF projects are not constructed to meet the identified capacity need
in 2021 and beyond?

In combination, the SCCF and SHCCEF projects would provide a total capacity
of 1,623 MW and make up approximately 40% of Seminole’s generation
capacity requirement. If both projects were to be denied, , Seminole would not
be able to take an SGS coal unit out of service (664 MW). Moreover,
Seminole would still be short by up to 680 MW of capacity, leaving us at the
mercy of the market for finding replacement capacity at a higher cost and
possibly leaving our Members and their member-consumers at high risk of

service interruptions.

If only the SCCF was denied, then again Seminole would utilize the
optionality available via our PPAs (350 MW) to offset some of the lost
capacity. Here again, however, Seminole would not be able to take an SGS
coal unit out of service (664 MW). While these actions would mitigate the

capacity need so our Members and their member-consumers would not be at

13
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risk of service interruptions, they would increase costs compared to the

resource plan with SCCF.

If the SHCCF was denied, then again Seminole could pursue one of two
options. One option would be to leave the SGS coal unit in service which
would cover our Members and their member-consumers’ needs but at a higher
cost. The second option would be to utilize the optionality available via our
PPAs (350 MW) leaving Seminole with a need for capacity of approximately
220 MW. Seminole would be forced to go to the market to find replacement
capacity at a higher cost, possible leaving our Members and their member-

consumers at risk of service interruptions.

What will be the projected economic impact on Seminole's Members and
their member/consumers if the SCCF and SHCCEF projects are not
constructed to meet the identified capacity need in 2021 and beyond?

The projected economic impact to Seminole’s Members and their member-

consumers would have the following NPV revenue requirement impacts:

J If both projects were to be denied the adverse impact would not only be
the remaining in service of a coal unit but approximately $530 million
of additional NPV revenue requirements without consideration of any
potential transmission impacts.

o If only the SCCF is denied, the adverse impact would be the
continuation of service of the coal unit and approximately $502 million

of additional NPV revenue requirements.

14
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o If only the SHCCF is denied, the impact would be approximately $363

million along with the continuation of service of the coal unit.

Q. Does this conclude your testimony?

A. Yes

15
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BY MR PERKO

2 Q Ms. Di azgranados, have you prepared a sunmary
3 of your direct testinony?
4 A Yes, | have.
5 Q Coul d you pl ease provide that to the
6 Conmm ssioners at this tine.
7 A Good evening, M. Chairnman and Conm ssioners.
8 My nanme is Julia D azgranados. | amthe director of
9 treasury and planning for Sem nole Electric Cooperative.
10 | hold Bach- -- a Bachelor's of Science in business
11  adm nistration and an Associate of Science in electronic
12 data processing.
13 | have been in the electric utility industry
14 for 26 years, with the |ast decade primarily focused on
15 resource planning. | am Sem nole's representative on
16 FRCC s resource subcommittee. |In addition, | have held
17 the position of secretary, vice president, and president
18 of the Generation and Transm ssi on Resource Pl anni ng
19  Associ ati on.
20 My primary role in this proceeding was to
21 devel op portfolios and perform econom ¢ eval uati ons of
22 each portfolio. Sem nole conducted a conprehensive
23 anal ysis over the last two years in order to determ ne
24  the nost cost-effective poli- -- portfolio solution for
25 neeti ng our nenbers' needs.
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1 Sem nol e' s power supply planning process began
2 wth the devel opnent of our |oad forecast. Fromthe

3 | oad forecast, we took the w nter-peak demands pl us

4 15 percent for reserve margins to determ ne the anount
5 of capacity need to neet our nenbers' needs.

6 When conparing peak demands to Sem nol e's

7 avai |l abl e capacity, a need becane obvious in the sumrer
8 of 2021 and through 2022. The majority of this need

9 resulted fromthe expiration of purchase power

10 agreenents; 900 hundred negawatts in 2021, and an

11  additional 300 negawatts the foll ow ng year.

12 After identifying the need, Sem nole issued a
13 self-build request for proposals to three different

14  vendors for advanced cl ass conbi ned-cycle alternatives
15 and a request for proposals to the market for form--
16 firmcapacity up to a thousand negawatts with

17 600 negawatts of need beginning as early as June of

18  2021.

19 The response was robust, with two equi pnent
20 manuf acturers offering two-on-one and one-on-one
21  conbi ned-cycle self-build alternatives, 200-plus market
22 alternatives from 38 counter-parties wth proposals
23 provi di ng generation fromrenewabl es, existing, and new
24 gas-fired facilities, as well as systemoffers from

25 I nvestor-owned utilities.
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1 After review ng the offers for conpl eteness,
2 credi tworthiness, and technical -operational viability,
3 Seminole utilized ABB's systemoptim zer and ABB' s

4 pl anning and risk, both utility-industry-recognized

5 tools, to devel op and anal yze portfolios under four

6 different scenarios.

7 The first scenario is a self-build portfolio
8 which includes the Sem nol e two-on-one conbi ned-cycl e
9 facility, along with vari ous purchase power agreenents.
10 Another is the limted-build portfolio consisting of the
11 Shady Hills conbi ned-cycle facility along with various
12 pur chase power offers.

13 In addition, we devel oped a no-build risk

14 portfolio, which consists of only purchase power offers
15 fromexisting units and system purchase power

16  agreenents.

17 And | astly, given the regulatory uncertainty
18 around coal, we devel oped a C ean Power Plan portfolio,
19 which includes the renoval of one of the existing coal
20 units, along with the Sem nol e conbi ned-cycle facility,
21 the Shady Hills conbi ned-cycle facility and vari ous

22  purchase power agreenents.

23 Revenue requirenents were devel oped for each
24 portfolio, not only for a base case, but for nmultiple

25 sensitivities. Additionally, Sem nole staff perforned
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1 ri sk anal ysis on individual alternatives and devel oped a
2 score card for each portfolio. The score card
3 considered risk, strategic initiatives, operational
4 flexibility for fuel and real-tinme operations and
5 econom cs.
6 After taking all of these factors into
7 consideration, Sem nole concluded that the C ean Power
8 Pl an portfolio consisting of Sem nole's conbi ned-cycl e
9 facility and Shady H|ls conbi ned-cycle facility, along
10 wth the additional purchase power agreenents, was the
11 | east-cost alternative to reliably neet Sem nole's
12 menbers' needs.
13 Thank you for your tine.
14 MR. PERKO W proffer the wtness for
15 Cross-exam nati on.
16 CHAI RMVAN GRAHAM  Thank you.
17 M. Wight?
18 MR, WRI GHT: Thank you, M. Chairman.
19 EXAM NATI ON
20 BY MR WRI GHT:
21 Q Good evening, Ms. D azgranados.
22 A Good eveni ng.
23 Q | -- | apologize for this being slightly
24 redundant, but what, if any num -- what, if any,
25 nunbers have changed in your revised testinony from
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 the -- the revised testinony that | have as fil ed?
2 know we got 363 and 388 and 502 and 530. |'mj ust
3 trying to get it straight in ny head.
4 A So, on Page 13 --
5 Q Yes.
6 A -- Line 2 --
7 Q Yes.
8 A -- the 363 that was changed to the 530 should
9 have stayed 363.
10 Q Thank you very nuch. That's it?
11 A That's it.
12 Q Great. Thank you very nuch for that.
13 So, was -- was there still an error in the
14 pl anni ng-and-ri sk analysis as reported in the response
15 to Staff's Interrogatory No. 68?
16 A Correct.
17 Q Ckay. But that -- that --
18 A That --
19 Q You originally thought that changed to 363,
20 but it turned out it didn't.
21 A Correct.
22 Q Ckay.
23 A W got a little ranbunctious on changi ng
24 nunbers.
25 Q In the -- in the conpany's response to the
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1 staff's interrogatory, or in explanation associated with
2 that, there was a statenent that -- that ABB did not, at

3 that tinme, have a fix for the -- for the glitch in PAR

4 Does -- has a fix been discovered yet?

5 A No.

6 Q Thank you.

7 Do | have it correct that systemoptimzer is

8 also an ABB product?

9 A Correct.

10 Q Thank you.

11 | would like to ask you to | ook, if you woul d,
12 please -- I'Il get the right nunber. 1It's one of your

13 exhibits. 1It's what you call the gap -- the gap chart,
14 which | think naybe is No. 2 -- yeah, your Exhibit

15 No. JAD-2. That's now been marked as Exhibit 45 for the
16 heari ng.

17 W -- I'"'mjust going to ask you a few

18 questions that we discussed during your deposition.

19 Looki ng at the available resources from 2017 through

20 2020, it appears that Sem nol e has excess capacity. |Is

21 that an accurate interpretation of this exhibit?

22 A Yes.
23 Q And is it true that that cane about when a
24  power purchase agreenent with Duke kicked in -- or

25 Progress Energy kicked in, upon the abandonnent of the
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Levy nucl ear project?

2 A The purchase power agreenent was -- if |
3 recall correctly, was signed after SGS. W decided to
4 not nove forward with SGS-3.
5 Q Ckay.
6 A There --
7 Q Pl ease conti nue.
8 A There was a particul ar purchase power
9 agreenent that bunps up -- the capacity bunps up in that
10 tinme period. And that's why you see the bunp here.
11 Q In the -- did the capacity in 2017, '18, and
12 '19 have anything to do with -- with repl acenent
13 capacity that kicked in when -- or because Sem nol e had
14 pl anned on getting sone of the Levy nucl ear project
15 capacity?
16 A | don't knowif it was Levy nuclear. | don't
17 recal | .
18 Q Ckay. Was it a nuclear project?
19 A | believe.
20 Q Ckay. Do you know whet her the conpany made
21 any financial commtnent to get that -- to sign up for
22  the nucl ear capacity?
23 A | don't believe so.
24 Q When was the SGS-3, the -- the third coa
25 unit -- when did y'all termnate pursuit of that
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1 proj ect?
2 A | believe in 2007 or eight. | don't recal
3 specifically.
4 Q And the contract -- the capacity of which is
5 reflected in -- in this table -- was signed shortly
6 thereafter; is that what you said a few m nutes ago?
7 A Correct.
8 Q And that contract termnates in -- in 2020 --
9 or at the end of 2020; is that accurate?
10 A It steps down. You can step down.
11 Q Thank you.
12 Sum -- summarizing, | recall your deposition
13 testinony regarding the preparation of your testinony
14 for this case as indicating that you started shortly
15 after board approval of the CPP at the end of Septenber
16 and continued up close to the filing date in Decenber;
17 Is that correct?
18 A Preparing our testinony? Yes, correct.
19 Q Thank you.
20 M. Wagner said that | mght better ask you
21 questions about fuel diversity. Wre you in the room
22 when he said that?
23 A Yes, unfortunately.
24 Q At |east -- at |east you're prepared.
25 Briefly, your current ten-year site plan shows
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



462

1 I n 2023 projected coal -- the projected percentage of

2 Sem nol e's energy fromcoal at about 35-and-a-half

3 percent, correct?

4 A Correct.

5 Q And your projected percentage fromgas at

6 about 61 percent?

7 A Correct.

8 Q And if you do close one -- or cease operating
9 one of the Semnole SGS coal units --

10 A Uh- huh.

11 Q -- by about how nmuch will that reduce the coal
12 per cent age?

13 A The coal percentage in 2023 woul d be roughly
14 19 percent.

15 Q Thank you. And that's -- so, that's about

16 16 percent |ess than currently projected?

17 A Correct.

18 Q And correspondi ngly, then, would the natural -
19 gas percent be approximately 77 percent?

20 A Around 75 is what | have.

21 Q Ckay. There's a slight difference there.

22 You' re taking away 16 percent from coal, but only addi ng

23 14 percent back to gas. Wat's that difference, if you

24 know?
25 A | know part of it is the solar because we're
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1 getting 2 percent from sol ar
2 Q Thank you.
3 | had a conversation with M. Ward this
4 norning along the lines of a conversation you and | had
5 during your deposition. WII| you agree that the
6 out st andi ng princi pal indebtedness on the Sem nol e coal
7 plants or associated with the Sem nol e coal - pl ant
8 financings is nore than half of the 1.35 billion of
9 | ong-term debt and capital |ease obligations reported in
10 Sem nole's annual report?
11 A Yeah, it's roughly half.
12 Q Thank you.
13 And approxi mately, what is the additional debt
14 that Sem nol e expects to take on with -- with -- if you
15 are -- if you proceed to construct the Sem nol e
16  conbi ned-cycle facility?
17 A | believe it's around 660 m |l lion.
18 Q Thank you.
19 There was sone discussion | had with
20 M. DeMelo regarding transm ssion upgrade costs. Are
21 they going to be debt financed, if you know?
22 A The transm ssion upgrades will be part of the
23 rates that get rolled into the transm ssion rates that
24  we pay.
25 Q Got it. Thank you.
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1 (Di scussion off the record.)
2 BY MR WRI GHT:
3 Q You should have in the stack of red fol ders
4 there --
5 A Ckay.
6 Q -- a copy of what has been marked -- actually
7 admtted as Exhibit No. 100. [It's the big spreadsheet.
8 A Ckay.
9 Q This is a question that | asked you in your
10 deposition. And you probably are going to renenber the
11  answer, and we can nove on. Is it -- is it correct that
12 of the SCCF costs of the 8.22 billion reported at the
13 bottomof the first page of that table, sonmething nore
14  than half would be fixed costs?
15 A So, on a systemtotal, our fixed cost and our
16 production cost -- it's about 50/50. Wen | ooking at
17 just the SCCF facility, it's nore |ike 40-percent fixed,
18 60- percent variable. It has to do with the capacity
19 factor. It runs at a higher capacity factor.
20 Q So, it runs on a higher capacity factor; nore
21 fuel, nore variable --
22 A Correct.
23 Q -- changes the percentage.
24 A Correct.
25 Q Ckay. Thank you.
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1 And in that context, fixed costs would i nclude

2 the original capital, capital replacenent in fixed

3 0&M
4 A Uh- huh.
5 Q Do you know if the -- not tal king about the

6 nunbers, but do you know if the associ ated natural gas
7 transportation gets counted in as a -- fixed costs there

8 or does that just stay conpletely separate?

9 A It's conpletely separate, to the side.

10 Q When you di scovered the -- the error in
11 response to your -- in your work, answering staff's
12 Interrogatory No. 68, | believe you told ne at your

13 deposition or, perhaps, told the Conm ssion directly,
14 that that reduced the cost differential on the ten-year
15 tinme horizon for the no-build risk, all-PPA portfolio
16 versus the C ean Power Plan from136 mllion to

17 69 mllion?

18 A Correct.

19 Q Does that stay the sane?

20 A Yes.

21 Q That -- so, it did change those nunbers; they

22 just weren't in your testinony.

23 A They were revised. |It's Exhibit 7, | believe.

24 Q Sorry -- oh, Exhibit 6 maybe?

25 A There was a revised Exhibit 6 --
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1 Q (I'ndicating.)
2 A -- that was submtted.
3 Q Yeah, Exhibit 6. You said seven. | just

4 wanted to make sure --

5 A Oh, I"'msorry. I|I'msorry.

6 Q That' s okay.

7 A Yes.

8 MR, WRI GHT: Ckay. And so -- okay. So, | see
9 the difference there in your revised Exhibit 6 is
10 $69 mllion. Ckay.

11 | -- | have an exhibit, M. Chairman.

12 CHAl RVAN GRAHAM  Sure. W're at 116.

13 MR, WRI GHT: Yes, sir.

14 116, correct?

15 CHAI RMAN GRAHAM  That's correct.

16 MR, WRI GHT: Thank you, M. Chairman. The

17 description: Sem nole annual |Incone statenents/

18 revenue projections, CPP and no-build risk, all-PPA
19 portfolios, 2017 to 2051.

20 And this is a confidential Sem nole docunent
21 that was furnished to us in discovery. | -- I'm
22 treating it all as -- as confidential. And ny

23 guestions are not to ask the witness to divul ge any
24 specific confidential nunbers.

25 (Wher eupon, Exhibit No. 116 was marked for

Premier Reporting
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1 i dentification.)
2 BY MR WRI GHT:
3 Q Have you seen these docunents before?
4 A Yes.
5 Q Ckay. You probably had sonething to do with
6 preparing them didn't you?
7 A Just alittle.
8 Q kay. | -- | want to just ask you to -- |
9 want to do just a brief conparison of the total revenue
10 nunbers for the two portfolios here. The first 12 pages
11 beginning with Bates SECI002 -- | don't know if that
12 says six or an eight, 26- -- it |looks |ike 2603.
13 CHAI RMVAN GRAHAM 2608 -- well, dependi ng on
14 what page you're on.
15 THE W TNESS: Yeah.
16 MR WRIGHT: |'mon the second page of the
17 exhibit, M. Chairman.
18 THE W TNESS: 2603.
19 MR WRIGHT: |It's Page -- also noted as Page 1
20 of 127
21 CHAI RVAN GRAHAM  Yep.
22 THE W TNESS:  Uh- huh.
23 MR WRI GHT: Ckay.
24 BY MR WRI GHT:
25 Q So, the first -- the next 12 pages --
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1 MR, PERKG I'msorry. |'mconfused. Wat's

2 t he Bat es page?
3 MR WRI GHT: SECI 002603.
4 MR. PERKO  Thank you.

5 BY MR WRI GHT:

6 Q And the first 12 pages are financi al

7 statenents associated with the CPP portfolio. And the
8 next 12 are the -- the correspondi ng 12 pages for the
9 no-build risk, all-PPA portfolio, correct?

10 A Yes.

11 Q "Il go ahead and ask this. | -- were these
12 prepared before you di scovered the change that led to

13 the 136-to0-69 change? |f you know.

14 A This was Interrogatory --

15 Q "' msorry?

16 A Whi ch interrogatory was this?

17 CHAI RVAN GRAHAM  33.

18 Q | amsorry. | don't know.

19 A | believe these were prepared before that

20 error was found.

21 Q Ckay. | would like to ask you to | ook at just
22 a couple of rows on these correspondi ng page -- Pages 1
23 of 12 for each of the portfolios. Looking at the total

24 operating revenue nunbers, it appears to ne that, with

25 the exception of a very-slight difference in 2017, al
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1 the way through 2026, the no-build risk, all-PPA

2 portfolio has |ower total operating revenue requirenents
3 than the CPP portfolio. |Is that what's shown there?

4 A That is what's shown there.

5 Q And then, in 2027, it flips to where the

6 no-build risk, all-PPA portfolio is greater by the

7 anount shown than the CPP, correct?

8 A In '27?

9 Q I n 2027.

10 A Correct.

11 Q Ckay. And it appears to ne that the other

12 I ncone val ues shown for the no-build risk portfolio are

13 greater than the correspondi ng val ues for the CPP

14 portfolio in every year?

15 A Correct.

16 Q And the net margins appear, to ne, to be

17 identical. |Is that also correct?

18 A Correct.

19 Q kay. So, I'mgoing to go ahead and ask this

20 question: How, if at all, would the rel ationships that

21  we just discussed change when you go to the -- to the --

22 when you fix the glitch?

23 A So, the first -- through 20 --

24 Q Uh- huh.

25 A Those revenue requirenents woul d be the sane.
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Q Yes.

2 A And then, in '21 through '26, they would be
3 | oner, but they'd be nore than what's shown here on this
4 report, but they would still be | ower than the CPP plan.
5 Q Thank you. And then, in '"27, it would flip.
6 A It flips.
7 MR WRIGHT: Geat. Thank you. That -- that
8 concludes that |line of questioning. So, set this
9 asi de.
10 | wll nove this to be admtted at the
11 appropriate tinme, M. Chairnman.
12 CHAl RVAN GRAHAM M. Wight?
13 MR, WRI GHT: Yes, sir.
14 CHAI RMVAN GRAHAM  Are you done with this
15 W t ness?
16 MR, WRIGHT: Oh, no, sir.
17 CHAI RMAN GRAHAM  Ckay.
18 MR WRIGHT: No, it was -- just | -- 1| tried
19 to make it clear, | was saying that |ine of
20 guestioning that I was -- was done wth.
21 BY MR WRI GHT:
22 Q | just have a quick question for you with
23 respect to a couple of interrogatory answers. And these
24 are answers to Quantum's interrogatories, 65 and 66,
25 which have been, | think -- yeah, they have been
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1 admtted as part of Exhibit No. 81, according to the

2 list -- no. No. That's -- I'msorry. That's staff's.
3 (Di scussion off the record.)

4 CHAl RVAN GRAHAM M. Wight?

5 MR, WRI GHT: Yes, sir.

6 CHAI RMVAN GRAHAM  Are you finished wth this
7 W t ness?

8 MR, WRIGHT: No, sir.

9 BY MR WRI GHT:

10 Q WIIl you agree that the escal ation rates that
11 Sem nol e uses -- are those prepared by Mody' s?

12 A Correct.

13 Q And those range fromroughly 2.2 percent to

14 roughly 2.9 percent over the 2018-to-2051 anal ysis

15  peri od?

16 A Roughl y.
17 Q Thank you.
18 WI Il you al so agree that Sem nole, for capital

19 escal ati on purposes, uses these escalation rates, as it
20 does for other cost factors?
21 A In our nodels, that is the escalation rate

22 t hat we use.

23 MR WRIGHT: | have a couple of questions for

24 you about optionality. And these key off a brief

25 response to Quantum s Interrogatory No. 26. |
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1 don't intend to mark it as an exhibit,
2 M. Chairman. | just want --
3 CHAI RVAN GRAHAM  Sur e.
4 MR WRIGHT: Wuld like to hand the witness a
5 copy.
6 CHAl RVAN GRAHAM  Just as | ong as you have a
7 copy for her attorney.
8 MR WRIGHT: | do. And for the record, this
9 Is part of what has been admtted as Exhibit 90 to
10 the hearing record.
11 BY MR WRI GHT:
12 Q The sinple response is that Sem nol e
13 considered and incorporated optionality in all
14 portfolios, correct?
15 A Correct.
16 Q And do you agree that optionality is -- is
17 potentially significant and inportant to a utility
18 buyi ng generating resources?
19 A It gives you flexibility. It allows us to
20 shape our capacity needs with our | oad changes.
21 MR, VWRI GHT: Thank you.
22 |'ve got another exhibit, M. Chairnman.
23 CHAl RVAN GRAHAM  Sure. W're at 116 -- 117.
24 MR, WRI GHT: Short title, M. Chairman, is:
25 Direct testinmony of Tinothy S. Wodbury, on behal f
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1 of Sem nole Electric Cooperative, Inc., 12/4/2000,

2 i n Comm ssi on Docket 001748- EC.

3 (Whereupon, Exhibit No. 117 was marked for
4 i dentification.)

5 CHAl RVAN GRAHAM Al right. M. Wight.
6 MR, WRI GHT: Thank you, M. Chairman.

7 BY MR WRI GHT:

8 Q You started at Semi nole in 20057

9 A Correct.

10 Q Thank you.

11 M. Wodbury was still there when you got

12 there, was he not?

13 A Correct.

14 Q Yeah. And in your deposition, you told ne
15 that the Sem nole -- that the Sem nol e Cal pi ne PPA for

16 the purchase of the output of the Gsprey Energy Center

17  was still on the books when you got there, correct?
18 A Correct.
19 Q Do you know how | ong Sem nol e purchased power

20 from Gsprey?

21 A | woul d be guessing. | know it was on our
22 books when | first got there, but | don't know when it
23 cane off.

24 Q Wul d you accept, subject to check, that --

25 that it rolled off in 20147
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1 A Subj ect to check.

2 Q If you would, please, start -- |ook at the

3 docunent at Page 10. There's a section entitled

4  "Overview of the nenorandum of understanding in

5 M. Wodbury's testinony."

6 I f you | ook, beginning at the very bottom of
7 the page, there's a sentence that begins, at the end of
8 Line 24, and then continues over to Line 2 on Page 11,
9 that states that the MOU provides for the purchase and
10 sal e of 350 negawatts of firmcapacity and associ at ed
11 energy for the period up through to 2020, subject to

12 periodi c reopeners, correct?

13 A That's what it states here.

14 Q And those were -- is it your understandi ng

15 those were five-year reopeners?

16 A | believe so.

17 Q Is -- is that an exanpl e of benefici al

18 optionality for Sem nol e?

19 A Yes.

20 Q And it goes on to talk, at Lines 7 through 15,
21 about the ability to acquire optional additional firm
22 capacity up to the full capacity of the plant, above the

23 350- megawatt m ni numtake, correct?

24 A Yes, that's what it says here.
25 Q Ckay. And would you agree that that's an
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1 exanple of optionality that's beneficial, in favor of

2 Sem nol e?

3 A Yes.
4 Q Thank you.
5 | would like to ask you to | ook -- probably

6 near the top of the stack of red folders -- Exhibit

7 No. 115 -- | just discussed this exhibit with

8 M. Peters.

9 THE CLERK: Here you go. This is --

10 THE W TNESS:. Ch, thank you.

11 BY MR WRI GHT:

12 Q It's the updated Quantum proposal -- updated

13 as of Cctober of 2016.

14 A (Exam ni ng docunent.) Okay.

15 Q You' ve seen this docunent before, correct?
16 A Uh- huh.

17 Q Ckay. And you'll agree, as did M. Peters,
18 that it includes both -- sone alternate-start-date PPA

19 proposal s and al so an asset-sal e proposal ?

20 A Correct.
21 Q Thank you.
22 I f you know, did you eval uate the purchase

23 option that was offered by Quantum Pasco?

24 A | would have to go back and | ook at all the
25 different studies. | do not recall if we |ooked at the
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1 pur chase opti on.
2 Q | looked in M. Taylor's exhibit and it

3 appears that the only option that he eval uated was a 20-

4 year PPA. |Is that consistent wth your understandi ng?
5 A You woul d have to ask M. Tayl or.
6 Q Ckay. There -- there's been sone di scussion

7 earlier today with other w tnesses about risk and risk
8 nmetrics. Do | have it right that the risk eval uation

9 that Sem nole perforned of the various portfolios was a
10  judgnental exercise by the nenbers of the team

11 assi gni ng val ues based on different criteria for risk?
12 A Certain risks were nore objective than others.
13 You got points for being dual-fuel. You got points for
14 being in a balancing area that we needed the resources.
15 So, | wouldn't say that it was totally

16 subj ecti ve.

17 Q The question I'mtrying to get at is -- is

18 the -- or leading to, |I should say, is this: Ws there
19 any kind of separate nuneric risk analysis of -- of al
20 the cost factors invol ved?

21 A Can you repeat that?

22 Q Sure. Was there any kind of nu- -- nuneric
23 analysis of the cost risks involved or was it scoring by
24 the participants in the teanf

25 A So, there was a -- a build risk --
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1 Q Uh- huh.
2 A -- if you're -- if that's what you're
3 referring to. W did look at the -- the build risk.
4  That was one area.
5 Q Let's -- let's stick wwth that. Ws that --
6 was that a factor that the team assign points to each
7 proposal or each portfolio -- let -- let -- are we
8 tal king about portfolios?
9 A That risk was actually by resource.
10 Q Ckay.
11 A So, there was -- each resource was | ooked at
12 for the anobunt of risk in different areas. And then
13 there was a wei ghted average, based on negawatts of al
14 the resources within a portfolio for the risk factor.
15 Q The points there were points assigned by the
16 menbers of the team is that correct?
17 A Correct.
18 Q Are you famliar with the concept called Mnte
19 Carl o sinulations?
20 A I"'mfamliar with it.
21 Q Ckay. D d you do any kind of Monte Carlo-type
22 simulation of all the different cost risks that could
23 have -- that could occur with respect to different --
24 A We did not.
25 Q -- portfolios? GCkay. Thank you.
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1 To what extent, if at all, did you consider
2 the risk that other technol ogies m ght overtake the SCCF

3 or the SHCCF during the life of those assets?

4 MR PERKO | -- overtake with respect to
5 what? |'mnot sure what the question is asking.
6 Q Ch. The risk that other -- the cost and

7 efficiency of other generating technol ogies m ght render

8 those assets uneconomic during their lives -- to what

9 extent, if all, did you consider that?

10 A We did not consider that. That woul d be

11 hi ghly specul ative and it would -- could overtake any of

12 t he resources.

13 CHAl RMVAN GRAHAM M. Wight, we need to nove
14 al ong.

15 MR WRIGHT: |I'm-- I'mtrying, M. Chairmn.
16 Thank you. Thank you for the nudge.

17 CHAI RMVAN GRAHAM My pl easure.

18 BY MR WRI GHT:

19 Q Movi ng back briefly to the optionality

20 benefits that we discussed wth respect to the Gsprey

21 transaction, will you agree that the Gsprey PPA

22 optionality benefits in terns of capacity flexibility

23 and termflexibility offered better strategic advantages
24 to Sem nole than the 30-year tolling agreenent?

25 A No, | would not agree with that.
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1 Q Wiy not ?

2 A We've built optionality into our portfolio.

3 W have a bal anced portfolio. W have tried to bal ance
4 long-termwith short-term W' ve bal anced resources

5 wth systemtype purchase power agreenents. W've --
6 have purchase power agreenents that are rolling off at
7 different tinmes to take advantage of the market or new
8 technol ogies as they cone about.

9 Q You answered that question with respect to
10  your proposed portfolio. Does -- does the tolling

11 agreenent offer Semnole any flexibility as to the

12 anount of capacity that it takes and pays for once the
13 tolling agreenent takes effect?

14 A No, it does not.

15 Q Does it offer Semnole any flexibility with
16 respect to the term once it takes effect?

17 A There -- there is a buyout option.

18 Q It's a 30-year deal, subject to the buyout

19 option, correct?

20 A Correct.

21 Q Has any deal pricing been established for the

22 buyout option?

23 A Not that | am aware of.

24 Q It nmay be better for ne to pursue this with

25 M. Taylor, but | -- | amcorrect that Sem nole did not
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114 W. 5th Avenue, Tallahassee, FL 32303

1 evaluate a no-build risk all-PPA portfolio with the coal
2 unit -- a coal unit being taken out of service, correct?
3 A That is correct. There was no indication that
4 an all-PPA with a coal unit taken out of service would
5 be nore econom cal. Through our analysis, as we went
6 through the systemoptimzer runs, when we renoved the
7 t wo- on- one conbi ned cycle and used ot her resources to
8 fill in, the cost differential took quite a junp, about
9 8-percent increase.

10 Q Am -- am | correct that you -- you or the

11 Sem nole teamidentified an alternate no-build all-PPA
12 portfolio to the one that's shown in your exhibits?

13 A Yes. We had nultiple portfolios under each of
14 the sensitivities.

15 Q And am | also correct that one of those did

16 I ncl ude the Quantum Pasco --

17 A -- facility?

18 Q -- proposal ?

19 A Yes, it did.

20 Q But it didn't -- it didn't -- it didn't -- it
21 wasn't as cost-effective as the no-build risk portfolio
22 reported here.

23 A Correct.

24 Q Was system optim zer allowed to assune

25 different in-service dates for either the SCCF or the
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1 SHCCF in analyzing future portfolios?

2 A It was, but not beyond 2022.
3 Q Thank you.
4 WIIl you agree that, on a CPVRR basis, and

5 assum ng your escal ation rates, building new generation
6 plant later in the 30-year planning horizon would reduce

7 CPVRR of paynents from custonmers?

8 A No, | would disagree with that. The all-PPA
9 portfolio -- the generic backfill of when those units
10 are -- the purchase power agreenents are rolling off --

11 that is using our 2-percent escalation. And over the
12 tinme period, that is nore costly.

13 Q But you didn't evaluate it with respect to
14 rolling it in, in-- later in the twenties, say, when
15 the all-PPA portfolio is about to becone | ess cost-
16 effective on an annual basis than the CPP, correct?
17 A "' mnot sure | understand the question.

18 Q VWl l, your analysis shows that the all-PPA
19 portfolio stays nore cost-effective than the CPP

20 portfolios through 2026, correct?

21 A Correct.

22 Q So, if your discount rate is greater than your
23 escalation rate, wouldn't it reduce CPVRRs to add in

24 sonething |like the SCFF or SHCCF in 2025 or 20267

25 A And |I'm sayi ng no because we have generics
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1 coming in, and the pricing on those generics is the
2 pricing that we got fromthe market, escalated at this
3 escalation rate. So, if that was the case, then that
4 would have been a nore-costly por- -- or a nore-
5 beneficial portfolio.
6 Q Does your systemoptim zer programoptimze
7 both the entry of new resources, including PPAs, and the
8 retirenment of existing resources, if cost-effective to
9 do so?
10 A It brings -- it |ooks at what's avail abl e when
11  you have a need. It does not renpbve a unit unless you
12 tell it to renbve a unit. It |ooks at when purchase
13 power agreenents are expiring and it fills in.
14 Q Have -- have you received or -- and reviewed
15 any reports on ex-ante | oad-forecast error? And by
16 that, | nean forecast val ue versus observed val ue,
17 three, four, or five years out?
18 A No, | have not.
19 CHAl RVAN GRAHAM M. Wi ght.
20 MR, WRI GHT: Thank -- thank you, M. Chairman.
21 If I can have just a mnute -- |'mreal close.
22 In fact, I'mreal, real close. |'mdone. Thank
23 you.
24 CHAl RVAN GRAHAM St aff --
25 MR, WRI GHT: Thank you, Ms. D azgranados.
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1 CHAl RVAN GRAHAM St aff ?
2 MS. DZI ECHCI ARZ: Staff has no questions for
3 this w tness.
4 CHAI RMVAN GRAHAM  Conmi ssi oner s?
5 Redi rect ?
6 MR PERKGC | will be real brief.
7 FURTHER EXAM NATI ON
8 BY MR PERKO
9 Q Ms. Di azgranados, M. Wight asked you a
10 nunber of questions about optionality associated with
11 the Gsprey contract back in the 2005. Do you recall
12 t hat ?
13 Did the Quantum prov- -- proposal provide any
14 optionality other than alternative start dates?
15 A No, it did not. They were all 20-year.
16 Q So, was -- would Sem nol e have been able to
17 adj ust the anount of capacity taken under that proposal?
18 A No, we woul d not.
19 CHAl RMVAN GRAHAM M. -- M. Perko, we have a
20 guestion froma Conmm ssioner that wasn't in the
21 room
22 MR, PERKGO  Certainly.
23 COMW SSI ONER POLMANN: My apol ogi es,
24 M. Perko.
25 MR, PERKG  No problem
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1 COMWM SSI ONER POLMANN: | have a few questi ons.

2 And ny apol ogies to ny Conm ssioners.
3 Good evening, Ms. D azgranados.
4 THE WTNESS: Good eveni ng.
5 COMM SSI ONER POLMANN:  You had i ndi cated, |
6 believe, in your opening remarks that term nation
7 of the PPAs in the tinme frame of 2021-2022 led to
8 solicitations of self-build and the other
9 of feri ngs.
10 And I'mtrying to understand -- it seens to
11 me, just on its face, that sonehow the -- the
12 expectation of determining the PPAs | eads to the
13 closure of a coal unit. Can you just briefly help
14 me not have that concl usion?
15 THE WTNESS: Yeah, that's not the concl usion.
16 When we went out for the RFP, it was a -- very-
17 robust offers --
18 COMM SSI ONER POLMANN:  |'ve heard that from
19 ot hers.
20 THE W TNESS:  Yes.
21 COW SSI ONER PCLMANN:  So, can you -- can you
22 informnme with sone other information?
23 THE WTNESS: So, when we started | ooking and
24 evaluating the different offers that canme on the
25 table, plus the fact that it -- there was still a
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1 threat of the C ean Power Plan, we realized we had

2 a lot of good offers and we had plenty of capacity
3 that was being offered to us that we coul d consi der
4 taking a coal unit out of service.
5 COMM SSI ONER POLMANN:  Okay. Let ne foll ow
6 up. You had nentioned earlier in response to the
7 comments -- and | believe it nmay have al so been in
8 your introductory remarks -- a regulatory
9 uncertainty around coal.
10 THE W TNESS:. Meani ng?
11 COMM SSI ONER POLMANN:  That concept -- can you
12 clarify for nme that regulatory uncertainty? |Is
13 that a cost uncertainty.
14 THE WTNESS: Meaning not certain if the O ean
15 Power Pl an was going to proceed or if there would
16 be a carbon tax initiated.
17 COMW SSI ONER POLMANN:  Okay. So, again, is
18 that a cost uncertainty or there is sone other
19 consequence that you're -- you have uncertainty
20 around?
21 THE WTNESS: It's a cost uncertainty.
22 COMM SSI ONER POLMANN:  Ckay. So, then, beyond
23 the cost uncertainty associated with the coal
24 facility, what other factors of uncertainty were
25 identified in your conparative analysis of the
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alternative portfolios, other than -- than that
coal -unit-cost uncertainty.

THE WTNESS: Wth the -- with regard to the
envi ronnental or --

COMWM SSI ONER POLMANN:  That's what |' m aski ng.

THE WTNESS: -- just in general -- okay.

COMWM SSI ONER POLMANN:  That's what |' m aski ng.
You' ve identified the coal -- aspects of the coal
that lead to a cost uncertainty. And so, what
ot her types of uncertainty becone factors?

THE W TNESS: For renoving a coal unit?

COW SSI ONER POLMANN: Wl I, in --

THE WTNESS: It --

COMWM SSI ONER POLMANN:  You' ve anal yzed nmany,
many different alternatives.

THE W TNESS:  Uh- huh.

COMWM SSI ONER POLMANN:  So, what types of
uncertainty? What is the nature of uncertainty?
You' re | ooking at --

THE W TNESS:. The --

COMM SSI ONER POLMANN:  -- sonehow getting to a
best price and a -- and a risk nmanaged. And
uncertainties are a nature of risk and so forth
I"'mtrying to explore this notion of -- of what's

i ncluded in that anal ysis.
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THE WTNESS: So, the -- the risk is the fear
of a carbon tax or -- or a Cean Power Plan com ng
al ong.

Al so, those are older units. They're --
there's a cost to keeping themrunning, and we know
that we are going to have to eventual ly | ook at
closing them And we had a | ot of good options,

t hrough our RFP, to consider that.

COW SSI ONER PCLMANN: Ckay. Sem -- does
Sem nole currently use coal and gas -- well, let ne
state, you use coal and gas now as fuels.

THE W TNESS: Correct.

COMWM SSI ONER POLMANN: Do you have ot her
fuel s?

THE WTNESS: W do have oil back-up at our
M dulla station.

COMM SSI ONER POLVANN:  Ckay.

THE WTNESS: W have sone renewabl es.

COW SSI ONER PCLMANN:  Ckay. And then, you
have various PPAs in place now. And what type
of -- do those providers have fuels different from
t he ones you've just nentioned that you rely upon,
that you're aware of?

THE WTNESS: Not that |'m aware of.

COMWM SSI ONER POLMANN:  Ckay. You had
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1 mentioned in response to M. Wight that, in
2 evaluating the new alternatives, that there was a
3 preference by sone neasure. You had a -- extra
4 points or some -- sone consideration given, for
5 exanple, for dual fuel that -- that was consi dered
6 better in sone regard than a different proposal
7 that it was a single fuel.
8 THE WTNESS: Correct. So, when we were
9 | ooking at fuel di- -- fuel risk and diversity, if
10 a unit had dual fuel or had availability to
11 multiple pipelines, it would | ook -- be | ooked upon
12 nor e- f avor abl y.
13 COW SSI ONER PCLMANN:  Ckay. So, woul d you
14 say that -- that Sem nole took into account the
15 uncertainty risk of fuel-source availability?
16 THE WTNESS: | would say, when we were
17 | ooking at the fuel diversity and the fuel risk,
18 yes, that we took that into account.
19 COMM SSI ONER POLMANN:  Is -- is there evidence
20 in the docket that | could look to to find an
21 anal ysis of the fuel-source availability
22 uncertainty?
23 THE WTNESS: Right off the top of ny head,
24 woul d say the risk tenplates that we did for each
25 i ndi vidual resource. | don't know how detailed it
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1 isin there. 1f you would find -- you m ght just

2 find a rating and not the type of infornmation
3 you' re | ooking for.
4 COMM SSI ONER POLMANN:  So, you end up with a
5 rating scale as a conparison, but the type of
6 anal ysis on the fuel -source availability, that
7 conparative risk or sone neasure nmay not be in the
8 docket ?
9 THE W TNESS: Correct.
10 COMM SSI ONER POLMANN:  Okay. Now, with regard
11 to the fuel -source availability, that's one type of
12 uncertainty risk. D d -- did you al so consider the
13 uncertainty risk of fuel-cost variability?
14 THE WTNESS: W ran sensitivities with
15 different fuel prices, if that's what you're
16 referring to.
17 COW SSI ONER PCLMANN:  Did -- did that
18 sensitivity analysis ook only at natural gas?
19 THE WTNESS: The analysis that we ran, yes,
20 only | ooked at natural gas.
21 COMWM SSI ONER POLMANN:  How is the fuel paid
22 for, in your systen? |s that a pass-through to
23 your whol esal e custoners?
24 THE W TNESS: Correct.
25 COMM SSI ONER POLMANN:  Is it your
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1 under st andi ng that the whol esal e custoners have a
2 pass-through to their consuners of the fuel cost?
3 THE WTNESS: | cannot answer to that.
4 COW SSI ONER PCLVMANN:  Ckay. That's -- that's
5 fine. Thank you.
6 So, you have -- your -- the testinony from
7 Sem nol e has been indicated in various places that
8 | east cost is a primary factor, but your analysis
9 here with regard to fuel-cost variability has an
10 accounting of the uncertainty risk in fuel cost,
11 | ooking at a sensitivity range, as you say --
12 THE W TNESS:.  Uh- huh.
13 COMW SSI ONER POLMANN:  -- on -- on natural
14 gas.
15 THE W TNESS: Correct.
16 COMM SSI ONER POLMANN:  What is the basis for
17 that? |Is that |ooking at sone historical records
18 in natural gas or is there sone market infornation
19 that you've used? Do you have an expert on -- on
20 the natural gas price?
21 THE WTNESS: So, David -- David Wagner is our
22 expert on natural gas. He devel ops those
23 forecasts.
24 COMM SSI ONER POLMANN:  Okay. Do you know i f
25 there's evidence in -- in the docket that | ooks at
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



491

1 that specifically or -- or did that, again, lead to

2 sone gradi ng or ranking process?

3 THE WTNESS: For the different fuel prices?
4 | believe --

5 COMM SSI ONER POLMANN:  For how t he uncertainty
6 in that fuel price cones into your selection

7 process. How -- how does the uncertainty of fuel-
8 cost variability weigh into that decision?

9 THE WTNESS: It would cone in on the

10 sensitivity analysis that we did.

11 COMW SSI ONER POLMANN:  kay. Thank you,

12 M. Chairman. That's all | have.

13 CHAI RVAN GRAHAM M. - -

14 COMW SSI ONER POLMANN: My apol ogies for the
15 del ay.

16 CHAl RMAN GRAHAM M. Perko, redirect?

17 MR. PERKO  Thank you, M. Chairnan.

18 CONTI NUED FURTHER EXAM NATI ON

19 BY MR PERKO

20 Q Ms. Diazgranados, could -- could you explain

21 the fuel-cost sensitivity anal yses that were perfornmed?
22 A So, we did what we call optimstic and

23 pessimstic. So, we took a high load growth and a | ow
24 gas sensitivity as our optimstic, and then we have a

25 pessimstic, which is lowload and high gas. W also
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did a high gas sensitivity as a separate sensitivity.

utilized in those anal yses -- those were presented by

M. Wagner ?

Q And the alternative gas prices that you

A Correct.

MR. PERKO  And just for the record, those
are -- those alternative fuel forecasts are in the
record as M. Wagner's exhibits.

| have nothing further.

CHAI RMVAN GRAHAM  kay. Exhibits.

MR. PERKG  Thank you, M. Chairman. W woul d
nove Exhi bit Nos. 20 through 25 and 44 through 49
at this tine.

CHAl RVAN GRAHAM M. Wight, any objections
to those?

MR. WRIGHT: No, M. Chairnman.

MR, PERKO Ckay. M. Chairman, we woul d al so
nove the sections of the need-for-power study,
Exhibit 3 and 29, that Ms. Di azgranados sponsored
and that would be five -- Sections 5.1, 5.3, 5.4,
6.1, 6.4.1, 6.4.2, 6.44 -- 4.4, 6.5, 6.6, 6.7, 6.8
and Sections 8 and 9.

CHAI RMVAN GRAHAM  Ckay. We'll nove those into
the record as well.

MR. PERKO  Thank you.
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CHAl RVAN GRAHAM M. Wi ght.

MR WRIGHT: W would nove Exhibits 116 and

117.

CHAl RVAN GRAHAM M. Perko, any objections to
t hose?

MR. PERKO  No objection.

CHAl RVAN GRAHAM  Ckay. We'll nove --

MR. PERKO  Subject to our confidentiality
cl ai ns.

CHAI RMVAN GRAHAM  Ckay. We'll nove 116 and
117 into the record.

(Wher eupon, Exhibit Nos. 116 and 117 were
admtted into the record.)

CHAl RMVAN GRAHAM  Okay. We are right at 7:00,
where we said we were looking to quit. So, this is
a good quitting tine.

Remenber, we are starting tonorrow at
9:00 a.m, not 9:30. And we need to finish
tonorrow. So, get ready to charge on.

M5. DZIECHCI ARZ: M. Chairman, if | may,
could -- could I just ask everyone to | eave their
folders and not run out of here, so that we can
properly collect everything and keep it for
t onor r ow?

CHAl RVAN GRAHAM  You nean just the
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1 confidential folders.

2 MS. DZI ECHCI ARZ:  Yes, pl ease.

3 CHAI RMAN GRAHAM  All right. That being the
4 case, we are in recess until 9:00 tonorrow norning.
5 MR. PERKG  Thank you, M. Chairman.

6 CHAI RMVAN GRAHAM  Enj oy your eveni ng.

7 (Transcript continues in sequence in Vol une
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