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1 PROCEEDI NGS
2 CHAl RVAN GRAHAM W are going to call this
3 hearing to order. |It's docket nunmber 20170266-EC
4 and 20170267- EC.
5 Let the record show it is Wdnesday,
6 March 21st, and it's approximately 9:31 a. m
7 Staff, if | can get you to read the notice,
8 pl ease.
9 V5. DZI ECHCI ARZ:  Thank you, Chair man.
10 By notice issued February 9th, 2018, this tine
11 and pl ace has been set for a prehearing conference
12 i n Docket Nunber 20170266-EC, petition to determ ne
13 need for Sem nol e Conbined Cycle Facility by
14 Sem nol e Electric Cooperative, Inc., and the Docket
15 Number 20170267-EC, joint petition for
16 determ nati on of need for Shady H | ls Conbi ned
17 Cycle Facility in Pasco County by Sem nole Electric
18 Cooperative, Inc, and Shady H Ils Energy Center,
19 LLC. The purpose of the hearing is set for the
20 record in the notice.
21 CHAI RMVAN GRAHAM  Thank you.
22 Let's take appearances. Semnole, we wll
23 start with you.
24 MR, PERKO  Good norning, M. Chairman. MW
25 name is Gary Perko with the Hoppi ng G een & Sans
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1 law firmon behalf of Sem nole Electric
2 Cooperative, Inc., and Shady H |ls Energy Center,
3 LLC. Wth ne is ny partner, Brooke Lewi s of our
4 law firm and ny associate, Ml col m Means.
5 MR WRI GHT: Good norni ng, Conm ssioner.
6 Robert Scheffel Wight and John T. Lavia, III,
7 sitting to ny right. W are with the Gardner | aw
8 firmin both dockets, and we have the privil ege of
9 representing Mchael Tulk, Patrick Daly and Quantum
10 Pasco Power Limted Partnership.
11 Thank you.
12 MS. DZI ECHCI ARZ: And we have nysel f, Rachel
13 Dzi echciarz, and Charlie Murphy for Comm ssion
14 staff.
15 M5. HELTON: And Mary Anne Helton here as your
16 advisor. | would also |ike to nake an appear ance
17 for your General Counsel, Keith Hetrick.
18 CHAl RVAN GRAHAM  (Okay. Before we get to
19 prelimnary matters, we have two people that would
20 like to speak fromthe public, and seeing that this
21 Is a hearing, we are going to swear themin and
22 give themthree mnutes to speak each. And if any
23 of the parties have any questions, want to
24 cross-examne, feel free to raise your hand and | et
25 nme know and there will be an opportunity for that.
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1 If I can get JimDuncan and Julius Hackett to
2 stand and raise your right hand, please.
3 Wher eupon,
4 JAVES DUNCAN &
5 JULI US HACKETT
6 were called as a witnesses, having been first duly sworn
7 to speak the truth, the whole truth, and nothing but the
8 truth, testified as foll ows:
9 CHAI RMVAN GRAHAM  Thank you.
10 M. Duncan, you are up first. |If | can get
11 your nane and address for the record, please.
12 PUBLI C TESTI MONY
13 MR. DUNCAN. Good norning. | guess this is
14 the benefit of signing in first, right?
15 My | egal nane is Janes Duncan. | go by Jim
16 Thank you for the opportunity to speak to you
17 this norning. | am speaking as a nenber of SECO
18 Energy, and as the CEO for the | ast 28 years of
19 SECO Ener gy.
20 SECOis a not-for-profit, nenber-owned
21 el ectric cooperative serving parts of seven
22 counties in Central Florida. SECO had a rather
23 hunbl e begi nning starting in 1938, roughly 80 years
24 ago, when they energized their first 400 rural
25 homes in Central Florida.
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1 Over the last 80 years, we have grown rat her
2 dramatically. W have norphed froma small rural
3 utility to one of the fastest grow ng and | argest
4 el ectric cooperatives in the nation, and, of
5 course, in Florida.
6 Reached a significant mlestone |ast year, in
7 Novenber, when we connected our 200, 000th electric
8 meter to our system fairly large for a
9 cooperative. W added 4,400 new services to our
10 system |l ast year. Qur rates this year |ooks to be
11 even faster. | anticipate 5,500 to 6,000 new
12 services added to our systemthis year. Primarily
13 in The Villages in Sunter County and in Lake and
14 Marion Counti es.
15 Not only are we growing rapidly, but I amvery
16 proud to say that we are offering, in my opinion,
17 prejudiced as it may be, exceptional service to our
18 nmenbers. Last year, we proudly accepted our third
19 consecutive JD Power Award for outstandi ng custoner
20 satisfaction. Qur scores were the highest in our
21 respective segnent, but we al so had the highest
22 scores in the nation, regardless of type of
23 utility, investigator-owned, mnunicipal or
24 cooperative. So very proud of that.
25 Qur 2017 ACSI score, Anmerican Custoner
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1 Satisfaction Index score, was 88, which al so ranks
2 very high on the utility scale. Far above the
3 medi an for investor-owned utilities and
4 muni ci pal | y-owned utilities.
5 So custoner service is very inportant to us.
6 We are working very hard to achieve that. Adequate
7 power supply is incredibly inportant to us, so | am
8 here today very pl eased and honored to support
9 Sem nole's petition for a determ nation of need for
10 the facility at Shady Hills, the conbined cycle
11 facility in Pasco County, and for the Sem nole
12 conbi ned cycle unit to be built in Putnam County.
13 That future portfolio, which includes those
14 two units, was unani nously approved by the Sem nol e
15 board, of which | ama nenber, 27 board nenbers
16 unani nous approval. W collectively agreed that
17 the facilities are needed to provi de safe,
18 reliable, affordable electricity to our nenbers and
19 our grow ng nenbership in the years to cone.
20 Semnole is in good financial position. Qur
21 securities are investnent grade rated, very well
22 positioned to take advantage of the | ow cost power
23 that these units wll provide.
24 CHAl RMAN GRAHAM  Sir, that's three m nutes.
25 I wll give you about 30 seconds to rap up.
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114 W. 5th Avenue, Tallahassee, FL 32303

1 MR, DUNCAN:. Thank you, sir, and | am about do
2 wrap up.
3 So we are also in good position to add
4 addi ti onal renewables to our system primrily
5 solar, if it is financially responsible for our
6 nmenbership and if we can integrate w thout
7 adversely affecting reliability.
8 So having said all that, thank you for your
9 time. On behalf nyself and our 200, 000 nenbers, we
10 respectfully ask that you approve of this
11 determ nati on of need.
12 Thank you.
13 CHAI RMAN GRAHAM  Thank you, M. Duncan. Hold
14 on for any questions.
15 Any questions?
16 M. Wight.
17 MR, WRI GHT: Just a couple of questions, M.
18 Chai r man.
19 EXAM NATI ON
20 BY MR WRI GHT:
21 Q Good norning, M. Duncan.
22 A Good norning, sir.
23 Q My name is Schef Wight, and | represent the
24 I ntervenors in this case. | just have a coupl e of
25 questions for you.
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1 Do you know whet her the nmenber co-op's rates

2 wll go up wth the proposed plan advocated by Sem nol e
3 her e?

4 A | cannot speak affirmative to that, but |

5 think in all the research that we were given, if it goes
6 up, it wll be very mnimal. That's ny expectation.

7 Q So you don't -- your answer is you don't know
8 whether they will go up?

9 A | can't say specifically. | think there m ght
10 be a small increase, but we are tal king, what, three to

11 five years fromnow, so --

12 Q Thank you. That's all | have.

13 A Al right. Thank you.

14 Q Appreciate it.

15 CHAl RVAN GRAHAM  Not hing from Sem nol e, |

16 take is it?

17 MR. PERKO No, M. Chairnman.

18 CHAI RMVAN GRAHAM St aff, anyt hi ng?

19 M5. DZI ECHCI ARZ: No. Staff has no questions.
20 CHAI RMVAN GRAHAM  Conmi ssi oners.

21 M. Duncan, thank you for your testinony.

22 MR. DUNCAN: Thank you all

23 CHAl RVAN GRAHAM M. Hackett.

24 M. Hackett, the same as M. Duncan, nanme and
25 address for the record, and you will have about
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1 three m nutes.
2 PUBLI C TESTI MONY
3 MR, HACKETT: Julius Hackett. 2862 West
4 H ghway 90, Madi son, Florida 32344.
5 Good norning. M nane is Julius Hackett, and
6 | ama nmenber of Tri-County Electric Cooperative in
7 Madi son, Florida. | amalso the Chief Executive
8 Oficer of Tri-County Electric Cooperative.
9 Tri-County is a not-for-profit nmenber-owned
10 el ectric cooperative. W are also a nenber/owner
11 of Semi nole Electric Cooperative, where | have
12 served on the Board of Trustees since | becane the
13 CEO of Tri-County Electric in June of 2008.
14 | am a professional engineer, and have 29
15 years of electric cooperative experience, including
16 19 years of engineering experience at Sout hside
17 El ectric Cooperative in Crewe, Virginia.
18 Tri-County Electric provides electric
19 di stribution services to Jefferson, Madison, Taylor
20 and a quarter of Dixie County in Florida. W serve
21 approxi mately 13,000 nmenber owners, wth
22 approximately 18,000 neters, and maintain
23 3,046 mles of energized lines. Qur service
24 territory is very rural. Every county that we
25 serve is included in Florida's North Central Rura
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1 Area of COpportunity.

2 | am here today to voice ny support in favor

3 of the petition for the determ nation of need for

4 the Shady Hills Conbined Cycle Facility in Pasco

5 County, and the petition to determ ne need for the

6 Sem nol e Conbi ned Cycle Facility.

7 As a not-for-profit nmenber-owned el ectric

8 cooperative, all of our costs are passed directly

9 on to our nenbers. W do not have sharehol ders.

10 We have higher costs of service as our nenbers are
11 spread out over |arge areas, but we are still

12 required to provide reliable service to our nenbers
13 despite our rural chall enges.

14 We do not have an econom c incentive to build
15 things. W exist only to provide our nenbers with
16 safe, affordable, reliable electricity at the

17 | owest cost possible.

18 | believe the proposals before you today are
19 necessary for Tri-County El ectric Cooperative, and
20 all nmenbers of Semnole, to continue to provide our
21 menbers with val uable electric service they depend
22 on.

23 In addition to the two highly efficient units
24 before you today, Sem nole's plans include

25 addi ti onal purchase power agreenents, including new
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1 sol ar resources, and renovi ng one of our two

2 coal -fired generation units fromservice in

3 approximately five years. This direction is a

4 cost-effective, bal anced approach whil e managi ng
5 the risk and unpredictability of potential future
6 policy changes related to carbon em ssions

7 associ ated with coal .

8 W will also continue to maintain a coal unit
9 at the Sem nol e generating statenment -- station,
10 preserving val uabl e fuel diversity, and keeping
11 options open for in the future.

12 | would ask you to approve the determ nations
13 of need before you today for Sem nole for the

14 13, 000 nmenber owners of Tri-County Electric

15 Cooperative so that we nmay utilize the nost

16 cost-effective risk-managed portfolio to provide
17 our nmenber owners with safe, affordable, reliable
18 el ectricity for years to cone.

19 Thank you, and | appreciate your tine.

20 CHAI RMAN GRAHAM  Thank you, M. Hackett.

21 M. Wight.

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

23 EXAM NATI ON

24 BY MR WVRI GHT:

25 Q Good norning, M. Hackett.
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1 A Good nor ni ng.

2 Q | just have a couple of questions for you.
3 Is it correct that your co-op's nenber
4 consuners wll pay -- do and will pay all charges billed

5 to Tri-County by Sem nol e?

6 A Yes.
7 Q Do you know what the inpact on your rates paid
8 to Seminole will be with the -- Sem nole's proposed

9 Cl ean Power Pl an portfolio?

10 A Well, the rates that our nenbers will pay,

11 they are just inflationary costs of doing business and
12 so |l can't tell you specifically what those rates wl|l
13 be as an inpact fromthe decisions that were -- that
14 were made on the generation selection; but, yes, there
15 wll be a slight increase. And that's assuned to be a
16 slight increase associated with just the inflationary

17 nature of the busi ness.

18 Q So you don't know what the inpact on your --
19 Tri-County's rates paid to Semnole will be if this --
20 I f the Comm ssion approves both of these plants, do you?
21 A | can't tell you the exact nunber.

22 Q Ckay. And accordingly, you don't know what

23 the inpact on your nenber consuner's rates will be

24  either, do you?

25 A Not the exact nunber.
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1 Q Thank you very nuch.

2 CHAI RMVAN GRAHAM  Semi nol e.

3 MR. PERKO No questions.

4 CHAl RVAN GRAHAM St af f.

5 M5. DZI ECHCI ARZ: No questi ons.

6 CHAI RMVAN GRAHAM  Conmi ssi oners.

7 M. Hackett, thank you very nmuch for your

8 testinony today.

9 M. Duncan, M. Hackett, thank you for com ng
10 in, and you are nore than welcone to stay for the
11 rest of the show.

12 Ckay. Staff, prelimnary natters.

13 M5. DZI ECHCI ARZ:  Thank you, Chairman. W

14 have just a few prelimnary matters. The first

15 being that staff has requested official recognition
16 of Sem nole's 2017 Ten Year Site Plan, which we

17 request that you officially recognize at this tine.
18 Staff has conferred wth both parties, and neither
19 party objects.

20 We al so have, just as a housekeeping matter,
21 seven pendi ng requests for confidentiality that

22 staff has not been able to address, which we w |
23 address after the hearing.

24 And staff has been infornmed that the testinony
25 of Wtness Ankur Mathur has been stipulated to and
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1 request that he be excused fromlive testinony, and

2 that his testinony and exhibits be included in the
3 record.

4 CHAl RVAN GRAHAM  Are all parties in agreenent
5 wi th the excusal of Ankur Mathur?

6 MS. DZI ECHCI ARZ:  Yes, Ankur WMat hur,

7 Sem nol e's w tness.

8 CHAI RMVAN GRAHAM  Semi nol e?

9 MR. PERKO W are in agreenent, Your Honor.
10 MR WRIGHT: As are we, M. Chairman. Thank
11 you.

12 CHAl RVAN GRAHAM  Comm ssi oners don't have any
13 questions for this witness? Seeing none, M.

14 Mat hur is excused.

15 (Whereupon, prefiled direct testinony was

16 i nserted.)
17
18
19
20
21
22
23
24

25
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BEFORE THE PUBLIC SERVICE COMMISSION
SHADY HILLS ENERGY CENTER, LLC
DIRECT TESTIMONY OF ANKUR MATHUR
DOCKET NO. -EC

DECEMBER 21, 2017

Please state your name and address.
My name is Ankur Mathur. My business address is 901 Main Avenue, Norwalk, CT

06851.

By whom are you employed and in what capacity?

I am employed by GE Capital US Holdings, Inc. (“GECUSH”), an indirect, wholly-
owned subsidiary of General Electric Company (“GE”), and work in the Energy
Financial Services business unit (“GE EFS”) as a Senior Vice President, Power and

Development.

What are your responsibilities in your current position.

As a Senior Vice President, Power and Development, | oversee development of natural
gas and renewable energy projects in the U.S., including all development activity in
Florida. I am the project director and primary developer on the Shady Hills Combined
Cycle Facility (“SHCCF” or the “Project”), which will be owned by Shady Hills Energy
Center, LLC (“SHEC”), a wholly-owned, indirect subsidiary of GECUSH. | am also

involved in other business activities for GE EFS, including identifying new project
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development opportunities, evaluating investment opportunities, and other portfolio

management activities.

Please describe your professional experience and education background.

Prior to joining GE EFS in 2007, 1 held positions in investment management, energy
project development, and project engineering with various asset and investment
management, independent power and engineering firms. | have over twenty-eight years
of experience in virtually all aspects of the independent power industry, including:
integrated resource planning; power plant design, construction and operation; and project
development, marketing, and financing. | hold undergraduate and graduate degrees in
mechanical engineering from Columbia University, as well as a Master of Business
Administration from Cornell University. |am a licensed Professional Engineer in the

State of New York.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to provide an overview of the SHCCF , including project
technology, associated facilities, and schedule. 1 will provide an overview of GE EFS
(and its affiliates who will undertake construction and operation) and its experience in
financing, constructing and operating electric generating units. | will also provide an
overview of the Tolling Agreement between SHEC and with Seminole Electric
Cooperative, Inc. (“Seminole”) pursuant to which the SHCCF will sell capacity, energy

and ancillary services.

Are you sponsoring any exhibits in the case?
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Yes. | am sponsoring the following exhibits, which were prepared by me or under my
supervision and are attached to this pre-filed testimony:

e Exhibit No. _ (AM-1) - Resume of Ankur Mathur; and

e Exhibit No. __ (AM-2) — Site Vicinity Map for the SHCCF.
I am also sponsoring Section 4.2 of Seminole's Need Study, which is identified as Exhibit

No. (MPW-2).

Please summarize your testimony.

The SHCCF is a 573 MW combined cycle project in Shady Hills, Florida. The SHCCF
will be located adjacent to the existing simple cycle gas turbine facility owned by Shady
Hills Power Company, L.L.C. (“SHPC”), which is also a wholly-owned, indirect affiliate
of GECUSH. The new combined cycle plant will be supported by a 30-year Tolling
Agreement with Seminole Electric Cooperative, Inc. GE EFS has a long history of
developing and investing in combined cycle power plants, and we are confident in our

ability to meet the projected milestones and specifications of the facility.

Please describe GE EFS and any affiliates to be involved in construction/operation
of the project.

GE EFS is a business unit of GECUSH, an indirect, wholly-owned subsidiary of GE. GE
EFS has 35+ years of experience managing energy assets through multiple economic
cycles, and a global portfolio that spans conventional and renewable power, and oil and
gas infrastructure projects. GE EFS invests globally across the capital spectrum in
essential, long-lived, and capital-intensive energy assets that meet the world’s energy
needs. Based in Norwalk, Connecticut and New York, New York, and with other offices

globally, the GE EFS business unit helps its customers and GE grow through new
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investments, strong partnerships, and optimization of its approximately $13 billion in
assets.

Through its Gas Power Systems (“GPS”) business unit, GE will provide an Engineered
Equipment Package, comprising a gas turbine, steam turbine, and heat recovery steam
generator, and other ancillary equipment, for the Project. Finally, through GE
International, Inc. (“GEII””), GE will also provide routine operations and maintenance
services, as well as major maintenance services, under long-term contracts with the

Project.

What experience does GE EFS have with the development and construction of
combined cycle plants and related facilities?

GE EFS is a leading sponsor of thermal power assets, with investments representing both
full and partial ownership interests. As a result, EFS possesses skills and experience for
the full scope of project development, financing, construction, and operations, with a
successful track record for reliability, safety, and environmental compliance. GE EFS
has played an active role in the development or co-development of several energy
projects over the last 10 years, including the gas-fired Russell City Energy Center and
CPV Sentinel projects in CA, an expansion at the gas-fired Linden Cogeneration project
in NJ, the gas and oil-fired CPV Towantic project in CT, the Colorado Highlands Wind

project in CO, and the Linden VFT merchant transmission project in NJ.

What experience does GE EFS have in operating combined cycle units and other
electric generating facilities?
GE EFS currently has a portfolio of equity investments in over 7,000 MW of thermal

power assets in North America, representing both full and partial ownership, and
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including development, construction and operational stage projects. Operational stage
assets in GE EFS’ portfolio include an 813 MW combined cycle facility in Caledonia,
MS, a 623 MW combined cycle facility in Hayward, CA, and a 25% share in a 2,800
MW portfolio of six gas-fired plants in Georgia (30% combined cycle facilities and 70%
simple cycle facilities). GE EFS’ portfolio also includes a 100% share in the existing 517
MW simple cycle facility in Spring Hill, FL. An affiliate of GE EFS currently owns a
50% share of the Birchwood coal-fired generating facility in VA, and a 100% share of the
Parlin Energy Center in NJ, each of which is operated by GEIIl. Previously, GE EFS
owned a 100% share in the 900 MW Linden Cogeneration complex in Linden, NJ, and a
100% share in the 600 MW Fox Energy Center in Kaukauna, W1, each of which was

operated by GElII.

Please describe the tolling agreement under which SHEC will construct and operate
the Project.

The Tolling Agreement (“CCTA”) between SHEC and Seminole has a term of 30-years
from the anticipated commercial operation date of December 1, 2021. Under the CCTA,
Seminole will have the right to schedule the dispatch of the plant, provide fuel for such
scheduled operation, and receive the power produced. Seminole will make fixed
payments related to the demonstrated capacity of the Project, and make other variable
payments when the plant is dispatched per Seminole’s schedules. The terms of the
CCTA provide Seminole with security of power supply at a competitive price for 30

years.

Does GE EFS have experience with similar tolling agreements with electric utilities?
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Yes, GE EFS has experience with similar tolling agreements, including a 10-year tolling
agreement with PG&E for the Russell City Energy Company project; a 10-year tolling
agreement with Southern California Edison for the CPV Sentinel project; a 20-year
tolling agreement with Exelon Generation for the Green Country Energy project; a 10-
year tolling agreement with Wisconsin Public Service for the Fox Energy Center project;
several tolling agreements with multiple utility, cooperative and power marketing entities
for its Georgia portfolio; and a 17-year tolling agreement with Duke Energy Florida for

the existing Shady Hills facility.

Does GE EFS have experience financing similar combined cycle facilities?

Yes, GE EFS has experience financing similar combine cycle facilities. GE EFS financed
the 1,100 MW combined cycle CPV Fairview Project in Pennsylvania, which reached
financial close in March 2017. GE EFS financed the 785 MW combined cycle CPV
Towantic facility in Connecticut, which reached financial close in March 2016.
Previously, GE EFS also financed the Russell City Energy Company project, a 623 MW

combined-cycle contracted with Pacific Gas & Electric and located in Hayward, CA.

Please describe the combined cycle technology that will be used for the SHCCF.
The SHCCF will be an advanced class gas turbine, one-on-one (“1x1”) configuration,
573 MW combined-cycle power plant built in a single stage with commercial operation
in December 2021. The configuration will include one combustion turbine generator
(“CTG”), one heat recovery steam generator (“HRSG”), one steam turbine generator
(“STG”), and one generator step-up transformer (“GSU”). The SHCCF will have
moderate duct firing capability, which means 30 to 35 MWs of duct fired output will be

available as cost effective peaking capacity. The SHCCF will be a natural gas fired, high
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efficiency plant that involves the generation of electricity in two stages, first by firing the
CTG, and second by using the hot gas from the CTG to produce steam through the HRSG
which is fed into the STG to generate additional electricity. This combined-cycle
capability makes the most of the input fuel, by burning it and using the waste heat from
that process, to generate electricity and, therefore, is a very efficient plant design to
produce electrical energy. The combined cycle generation technology is one of the most

efficient base load power production technologies available today.

Beyond the combined cycle generating unit itself, what other facilities will be
constructed as part of the SHCCF?

Other facilities to be constructed include an approximately 1 mile generator tie-line to a
new Duke Energy Florida (“DEF”) substation, to be designated Hudson North, that will
connect the Project to the DEF 230kV high voltage transmission grid in Pasco County,
FL. Additional systems to connect the Project to the Pasco County Master Reuse System,
and water and wastewater treatment systems to enable use of reclaimed water, including a
zero-liquid discharge (“ZLD”) system will also be deployed. A new gas metering station
will be provided to connect to the existing gas lateral owned by Florida Gas Transmission

lateral to the Project.

What are the expected operational parameters for the Project?
The facility will have a capacity of 573 MW (Summer), and will produce up to

approximately 4.5 million MWh of energy per year.

Please describe the advantages of locating the Project at the existing Shady Hills

Power Company site.
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Locating the SHCCF at the Shady Hills site enables the Project to take advantage of
nearby access to existing utility infrastructure, including a high-pressure gas transmission
line via an existing gas lateral which was originally sized in anticipation of an expansion,
a nearby high voltage electric transmission line, and reclaimed water from Pasco
County’s reuse water system, including the adjacent Shady Hills wastewater treatment
plant. Additionally, by co-locating the SHCCF with the existing simple cycle facility,
there are opportunities for operational synergies across the two facilities and the option to
share certain other existing infrastructure. Utilizing the remaining space available at an
existing generating facility site enables the Project to maintain a consistent use with other
land use in the area, which includes an industrial park, generation and transmission
facilities, a landfill, cement mix operations, and a potential future Seminole operations

control center.

What is the anticipated schedule for the SHCCF?

The project expects to obtain all of its required permits in final and non-appealable form
by December 2018. Financial close and full notice to proceed are expected in December
2018, and June 2019, respectively. The CCTA anticipates commercial operation to begin

on December 1, 2021.

Are you confident that GE EFS can meet this schedule?

Yes, | am confident GE EFS can meet this schedule.

Does this complete your direct testimony?

Yes. It does.
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1 CHAI RMVAN GRAHAM  We al so take offici al
2 recognition of the 2017 Ten Year Site Pl an.
3 And what do we need to do about the
4 confidentiality?
5 MS. DZI ECHCI ARZ: Chairman, we request that we
6 treat all of the nmatters as confidential pursuant
7 to the rule. And then once the Conmm ssion nakes a
8 determ nation on the ruling, we can go fromthere
9 if there are any objections fromthe intervenors.
10 CHAl RMAN GRAHAM  So there will be a
11 reconmendati on comng to us?
12 M5. DZI ECHCI ARZ:  Yes, Chairman.
13 CHAI RMVAN GRAHAM  Okay. All right. |Is there
14 any other prelimnary matters?
15 Seni nol e.
16 MR. PERKGO  What about the conprehensive
17 exhi bits?
18 M5. DZI ECHCI ARZ: That's com ng next.
19 CHAl RMAN GRAHAM  All right. Staff, any
20 sti pul ated exhi bits?
21 MS. DZI ECHCI ARZ: So staff has conpiled a
22 sti pul ated conprehensive exhibit list, which
23 i ncludes the prefiled exhibits attached to the
24 Wi tnhess testinony in this case, and it al so
25 I ncl udes a nunber of staff exhibits. The |list has
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1 been provided to the parties, the Conm ssioners, as

2 well as the court reporter. And the list is marked
3 as the first hearing exhibit.

4 At this tinme, staff asks that the

5 conprehensive exhibit list marked as Exhibit 1 be

6 entered into the record.

7 CHAI RMAN GRAHAM  As there is no -- if there's
8 no -- excuse nme, Sem nol e.

9 MR. PERKO  No objection.

10 CHAl RVAN GRAHAM M. Wi ght.

11 MR, WRI GHT: No objection, M. Chairmn.

12 CHAI RMVAN GRAHAM If there is no objections,
13 then we will enter conprehensive exhibit |ist

14 mar ked Exhibit 1 into the record.

15 (Wher eupon, Exhibit No. 1 was received into

16  evidence.)

17 M5. DZI ECHCI ARZ:  Thank you, Chair man.

18 Exhibits 74 through 99 are staff exhibits that

19 have been stipulated by the parties. And staff

20 al so requests that Exhibits 74 through 99 be

21 included in the record as well.

22 CHAI RMAN GRAHAM  Have the parties had the

23 opportunity to review the exhibit list?

24 MR, PERKO  Yes, Your Honor.

25 MR, WRI GHT: Yes, sir.
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CHAI RMAN GRAHAM  (Okay. Seeing there is no
objections, we will enter that into the record.
That's exhibits 74 through 99.

M5, DZI ECHCI ARZ:  Yes.

(Wher eupon, Exhibit Nos. 74-99 were received
evi dence.)

M5. DZI ECHCl ARZ:  And al so, Chairman, for
clarity, staff notes that Wtness Mathur, the
Sem nol e witness, his exhibits were nunbers 33 and
34 on the conprehensive exhibit |list, and we woul d
li ke to nake sure those are already noved into the
record as well, for clarity.

CHAl RMAN GRAHAM  kay. |If they are not, we
wi || make sure that's done.

(Wher eupon, Exhibit Nos. 33-34 were received
evi dence.)

CHAI RMAN GRAHAM  Is that it?

M5. DZI ECHCl ARZ: The | ast matter is we ask
that any additional exhibits proffered throughout
t he hearing be nunbered sequentially, starting with
nunber 100, after staff's exhibits.

CHAI RVAN GRAHAM  Ckay.

MR. PERKG M. Chairman, if | could
i nterject.

CHAI RMVAN GRAHAM Yes, sir.
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MR PERKG | think the recent practice of the
Conmm ssion has been to enter all of the exhibits on
the conprehensive exhibit list to the extent that
they are not objected to, and I am not aware of any
objections. | think it mght help proceed the case
iIf we were to do that at this tine.

CHAI RMVAN GRAHAM Wl |, | think the ones that
are associated wwth a specific witness, we wll
enter those when that witness is up here, after the
wi tness i s done.

MR, PERKO Well, we do have one exhibit that
we requested that the deposition -- corporate
representative deposition of Quantum Pasco Power be
admtted into the record, and | think that there
has been no objection to that for the purposes
stated in the conprehensive exhibit list exit. So
| would ask that that be entered at this tine.

CHAI RMAN GRAHAM  What is that exhibit nunber?

MR. PERKO | amsorry, that is Exhibit No.

98.

CHAl RVAN GRAHAM St aff.

M5. DZI ECHCI ARZ: Yes. That's fine. That's
on the staff's exhibit, so that is already entered.

CHAl RVAN GRAHAM  WAs that part of the

conprehensi ve exhibit list?
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MR, PERKG | apol ogi ze, Commi ssi oner, |
m sunderstood. | thought they were tal king about
staff's exhibits. | see that's in the record now.
| apol ogi ze.

CHAI RMAN GRAHAM  Ckay.

Any ot her exhibits, M. Wight?

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

We don't have any objection to the entry of
the exhibit M. Perko just nentioned.

CHAl RMVAN GRAHAM Wl |, it's already in.

MR, WRI GHT: Pardon?

CHAI RMAN GRAHAM  It's already in.

MR WRIGHT: Well, great. Belt and
suspenders.

We had asked that a specific exhibit to the
owe he an excerpt of two pages in the deposition of
M. Ward be entered. And | am not sure what --
what the situation is. W don't seemto have the
sanme exhibit |ist.

| can enter that when M. Ward takes the
stand. W discussed -- M. Perko and | discussed
it, and they are agreeable to it comng in, and
staff is also aware of that.

CHAl RVAN GRAHAM  Let's take up that one when

we --
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MR. PERKO | believe that's also on the
exhibits that staff entered in.

M5. DZIECHCIARZ: It is, yes. The
conprehensi ve exhibit Iist was the one that |isted
all of them The list that | provided yesterday
was just the order of the witnesses with their
correspondi ng exhi bits.

MR PERKO | think that's already been
entered --

CHAI RVAN GRAHAM  Ckay.

MR. PERKO  -- but subject to pending request
for confidentiality.

CHAI RVAN GRAHAM  Okay.

MR LAVIA: Quick question. W apparently
came with an ol der version of the staff
conprehensi ve exhibit list. Do you guys -- does
staff have an extra?

CHAl RVAN GRAHAM  You got a newer version
com ng right now.

MR, LAVIA: kay. Thank you so nuch.

CHAl RVAN GRAHAM  Sure.

MR. WRI GHT: Thank you, staff. Thank you, M.
Chai r man.

CHAI RMVAN GRAHAM  Ckay. Are we to opening

statenent s?
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| don't know who ny prehearing officer is, but
seven-and-a-half m nutes, Good Lord.

MR, PERKO That's ny fault, M. Chairman, but
we have two cases, so | just asked for a little bit
nore timne.

CHAI RMVAN GRAHAM  Trust ne, that would be the
first and last tinme y'all ever get seven-and-a-half
m nutes in opening statenent.

kay. Let's start with the opening
st at enent s.

MR. PERKGO  Good norning, Chairman G aham
Comm ssioners O ark and Conm ssi oner Pol mann.

We are pleased to present our case in support
of two need petitions, one by Sem nole Electric for
a two-on-one conbined cycle facility to be
constructed at the Sem nol e generation station
statenent in Palatka, and another submtted jointly
by Sem nole and Shady H Ils Energy Center, a
subsi diary of General Electric, for a one-on-one
conbi ned cycle unit to be built and operated by
Shady Hills to serve Sem nol e under a 30-year
tolling agreenent.

The two dockets were consolidated for hearing
because the two new facilities are part of an

i ntegrated resource plan that Sem nol e devel oped to
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cost effectively and reliably neet its nenbers’
needs.

Fromthe outset, | think it's inportant to
gi ve you background on Sem nol e, because they don't
appear before you regqularly. That's because
Semnole is a not-for-profit rural electric
cooperative that is owned by its nine nenber
cooperatives.

Sem nol e only makes whol esale sales to its
nmenber cooperatives. It does not nmake retai
sales. Sem nole does not earn a return on equity.
It exists to provide electric -- reliable electric
service to its nenbers as it's done so for 40
years, and that's the reason for the resource
pl anni ng process that led to these two cases.

As our witnesses wll explain, that process
began in early 2016, after Sem nole had identified
a need of approximtely a thousand negawatts in the
2021 to '22 tinmefrane due primarily to the
expiration of power purchase agreenents. Sem nole
I ssued an RFP, and received over 200 proposals for
a variety of resources, including renewabl e energy,
traditional systemresources and new and exi sting
I ndependent power plants.

Sem nol e established a team of subject matter
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1 experts from operations, systens planning,
2 transm ssion, fuels, environnental, finance, and
3 ot her areas, and that nultidisciplinary team
4 eval uated each proposal, and then devel oped
5 alternative portfolios to determ ne the nost
6 cost-effective and risk-nmanaged m x of resources.
7 As Ms. Diazgranados explains, the alternative
8 portfolios included a self-built scenario
9 consisting of the Sem nole two-on-one unit and
10 various PPAs; a limted build risk scenario, which
11 i ncl udes the Shady Hills one-on-one facility in
12 vari ous purchase power agreenents; a no-build risk
13 all PPA portfolio, which included only purchase
14 power; and finally, in light of the regul atory
15 uncertainty and | ong-term econom cs of coal,
16 Sem nol e devel oped a cl ean power portfolio, which
17 I ncl udes taking one of Sem nol e's existing coal
18 units out of service along with the Sem nol e and
19 Shady Hi Il s conbi ned cycle units and vari ous PPAs.
20 For the rest of 2016 and nmuch of 2017,
21 Sem nol e's team eval uated and scored the
22 alternative portfolios on the basis of
23 cost-effectiveness and other risk and strategic
24 factors. At the same tine, M. Al an Tayl or
25 conducted an i ndependent eval uation, as he's done
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for several utilities seeking need determ nations
fromthis commssion. |In the end, the cl ean power
portfolio was the nost cost-effective and

ri sk-managed portfolio. Based on Sem nole's
analysis, it will result in $363 mllion in net
present val ue cost savings as conpared to the next
ranked portfolio.

Now, in seeking to have you deny the need
deter-- these need determ nations, the intervenors
attenpt to question the credibility of Sem nole's
entire decision-naking process. After essentially
guestioning the credibility of -- after essentially
arguing that you can't believe anything Sem nol e
says, their witness, Dr. Sotkiew cz, opines that
Sem nole's resource plan will result in uneconom c
duplication of generating resources.

As you consider that testinmony, | think it's
I nportant to understand sone facts about Dr.
Sotkiewicz's client, Quantum Pasco Power. Quantum
owns a 25-year old power plant that was the subject
of their response to Semnole's RFP. In its notion
to intervene, Quantum al |l eged that the Pasco
facility wll likely shut down if it does not
receive a contract from Sem nol e.

The evidence will show that Quantum s current
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owner, an investnent firm recently bought the
facility during the course of Sem nole's RFP, and
that in analyzing the potential purchase, the new
owner's base case assunption was that the plant
woul d shut down.

Nevert hel ess, as Quantum s corporate
representative testified in deposition, they
believe they would return -- they would earn a
reasonabl e rate of return, albeit low by their
standards, even if the plant were shut down. He
al so confirmed that they factored the risk of not
getting a contract from Sem nole into the purchase
price, and they stood to nore than double their
rate of return if they ended up getting a contract
from Sem nol e.

To put it bluntly, the econom cs worked just
fine for them when they purchased the Pasco pl ant,
even assuming it would shut down, but their
wWtnhess -- nowtheir witness is inploring to you
protect them from uneconom c duplication.

Now, in questioning Semnole's credibility,
the intervenors wll point out that M.

Di azgranados recently revised her testinony after
staff discovered an issue with her updated econom c

anal ysis. M. D azgranados wll explain that the
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w tness was due to a glitch in a software program
comonly used in the industry, but in any event, it
does not Seminole's board or the end result. The
sel ected portfolio remains the nost cost-effective
al ternative.

The intervenors' wtness, Dr. Sotkiew cz, also
attenpts to question Semnole's credibility by
claimng the error rates for Semnole's 2003 to
2012 | oad forecasts were so high that you can't
rely on Sem nole's current |oad forecast. But as
M. Wod will explain, Sem nole has greatly
i nproved its | oads forecasting nethodol ogy in
recent years, thus Dr. Sotkiew cz's anal ysis of
errors predating Sem nole's current nethodol ogy has
no bearing on the reasonabl eness of Sem nole's
current | oad forecast.

W wll also present the testinony of a
recogni zed | oad forecasting expert, Dr. Tao Hong,
who has reviewed Sem nole's current |oad
forecasting net hodol ogy and pertinent error
anal yses. And Dr. Hong concl udes Sem nole's
current nethodology is entirely reasonabl e.

Now, the apparent reason that the intervenors
guestion Sem nole's |load forecast in the first

pl ace was to support the fundanental thene of their
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1 case, that you should focus solely on the
2 short-term and ignore the substantial savings that
3 the sel ected resource plan woul d provide over the
4 | ong-term 30-year planning horizon.
5 Dr. Sotkiewcz admts that nost utilities use
6 a 30-year tinme horizon, but he argues his analysis
7 of Sem nole's |oad forecasting error sonehow
8 mlitates toward use of a shorter analysis in these
9 cases.
10 For the reasons | just discussed, Dr.
11 Sot ki ewi cz' s anal ysis does not support rejection of
12 Sem nol e's | oad forecast, much | ess abandonnent of
13 the long-term pl anni ng horizon routinely used by
14 utilities in this comm ssion in need cases.
15 Nevert hel ess, the evidence wll show that Sem nol e
16 di d consider cost-effectiveness, both over the
17 short and long-term
18 In the end, Sem nole's board selected a
19 bal anced portfolio of new and existing resources in
20 the form of purchase power agreenents, Sem nole
21 owned assets, along with the strategic decision to
22 renmove from service union of its coal units.
23 CHAl RVAN GRAHAM M. Perko, you go 30 seconds
24 left.
25 MR. PERKG  Thank you, Your Honor. [|'m al nost
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1 fini shed.

2 We are confident that the record will show
3 that the selected portfolio is the nost
4 cost-effective alternative for neeting Sem nol e's
5 need and based on the consideration of the
6 pertinent statutory factors.
7 We thank you for your consideration, and we
8 | ook forward to presenting our case.
9 CHAI RMAN GRAHAM  Thank you, sir.
10 MR WRI GHT: Ready, set, go.
11 CHAl RMAN GRAHAM  Yes, sir.
12 MR, WRI GHT: Thank you, M. Chairman.
13 Good norning. | am Schef Wight, and | have
14 the privilege of representing the intervenors in
15 this case, Quantum Pasco Power, LP, M chael Tulk
16 and Patrick Daly. Thank you on behalf of the
17 i ntervenors for the opportunity to address you.
18 M. Tulk and M. Daly are end use custoners,
19 menber consuners of Wthlacoochee River Electric
20 Co-op, and as such, they will be on the hook for
21 what ever Sem nole bills to Wthlacoochee.
22 Quant um Pasco proposed both a PPA option and
23 an asset sale option to Semnole to help neet its
24 claimed need with an existing dual fuel ed conbined
25 cycl e power plants.
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1 In summary, the Comm ssion should deny both

2 petitions for the both the SCCF and SHCCF because

3 they are not needed for reduced liability, nor are

4 t hey needed for adequate electricity at a

5 reasonabl e cost, nor are they the nost

6 cost-effective alternatives avail able to Sem nol e

7 to neet the needs of its nenber co-ops and the end

8 use nenber consuners who depend on Sem nol e.

9 Further, adding the SCCF and SHCCF will, in
10 fact, reduce fuel diversity in Peninsular Florida
11 and uneconom cally duplicate other avail able
12 capacity. Sem nole's proposed plan will add
13 dramati c anmounts of debt, plus 30 years of fixed
14 cost obligations to the tolling agreenent to an
15 al ready nmssive debit load, and will, thus, inpose
16 significant additional risks on the nenber
17 consuners who depend on Sem nol e.

18 In short, at best, Semnole's petitions are 10

19 years too early for a need that probably doesn't

20 exist in that tinmeframe, and you shoul d deny both

21 petitions.

22 | want to address the purpose of these

23 proceedi ngs as articulated by you, the Florida

24 Public Service Comm ssion, and the Florida Suprene

25 Court. Fromthe Court's opinions, it is crysta
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1 clear that the need at issue in these dockets is
2 the need of the retail custoners who will be served
3 by the proposed power plants.
4 Quoting fromthe Court's ruling in Tanpa
5 Electric V Garcia, 767 So.2d 428, at page 434, the
6 Court stated directly and clearly that, quote, "a
7 determ nation of need is presently avail able only
8 to an applicant that has denonstrated that a
9 utility or utility serving retail custonmers has
10 specific commtted need for all of the electrical
11 power to be generated at a proposed plant.”
12 In the Comm ssion's 2001 order approving the
13 need determ nation for the OGsprey Energy Center,
14 which was built to neet Sem nole's need, the
15 Comm ssion stated the followng: "In addition, we
16 find the output of the proposed Osprey Energy
17 Center to be fully commtted for use by Florida
18 retail electric custonmers in conpliance with the
19 Florida Suprene Court's decision in Tanpa El ectric
20 V Garcia."
21 It is critical here that the Conm ssion keep
22 this in mnd, because you have no conti nuing
23 jurisdiction over Sem nole, and no conti nuing
24 jurisdiction over the rates that the nenber
25 consuners will have to pay. This is the custoner's
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1 only chance to get the protection they deserve

2 personally to the statutory criteria.

3 Wth regard to reliability need, Sem nole

4 bases its clains regarding the reliability need on

5 | oad forecasts. |Its forecasts have, for the past

6 12 years, been consistently and dramatically biased

7 in overstating forecasted | oads versus the | oads

8 that were actually served.

9 Semnole's criticisns of the testinony of Dr.
10 Paul Sotkiewicz are flawed. Dr. Sotkiewi cz relied
11 on Sem nole's ten year site plans in preparing his
12 anal yses, and even adjusted data shows that
13 Sem nole's |oad forecasts were still substantially
14 bi ased in overstating forecasted values. Semn nole
15 has apparently updated its forecasting net hodol ogy,
16 but that's fairly recent, and at best, its new
17 nmet hodol ogy i s unproven.

18 Mor eover, and this goes to uneconom c

19 duplication. Peninsular Florida reserve margins

20 are projected to be entirely adequate to neet al

21 reliability criteria to at |east 2026 w t hout

22 ei ther the SCCF or the SHCCF.

23 The wi nter reserve margins -- and renenber,

24 Semnole is a winter peaking utility -- are

25 excessive. 35 percent of firm peak demand over the
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1 period, per the FRCC. Sem nole w nter peaking
2 utility does not need this capacity and neither
3 does the state.
4 This plan is not the nost cost-effective
5 al ternative over 10 years, or over 30 years.
6 Semnole identified a no-build risk all PPA
7 portfolio that has | ower costs over the 10 years
8 study period. Delaying the SCCF and the SHCCF, if
9 they are ever needed at all, wll inprove custoner
10 rates by reducing the cunul ative present val ue
11 revenue requirenments because the escal ati on of
12 pl ant cost is projected to be significantly | ess
13 than Semi nole's discount rate. O course, delay
14 al so defers or avoids altogether the risks
15 associ ated wth these | ong-termconmtnents.
16 The nost cost-effective plan for 30 years is
17 the all PPA portfolio for the first whatever,
18 seven, eight, 10 years. And then if Sem nol e ever
19 does need new re -- new conbi ned cycle capacity,
20 they can take advantage of inprovenents in
21 technol ogy in the neantine, take advantage of
22 I nprovenents in solar technol ogy, take advantage of
23 I nprovenents in storage technol ogy and ot her
24 things, all the while reducing risks.
25 Sem nol e gave its proposed plan severa
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1 hundred mllion dollars of benefits in its cost

2 anal ysis for shutting down the coal plant. They

3 never evaluated the all PPA portfolio with respect

4 to that. They never negotiated for |ater

5 I n-service dates for either the SCCF or the SHCCF

6 t hat woul d have i nproved custoner economcs. This

7 is plainly inprudent and contrary to the best of

8 cust oners.

9 Sem nol e's plan woul d reduce fuel diversity by
10 I ncreasing Seminole's and the state's dependence on
11 natural gas. Since the no-build risk all PPA
12 portfoliois less costly for the first 10 years,

13 and given that winter reserve nargi ns are already
14 excessive, as projected by the S -- FRCC,

15 Semnole's plan is clearly uneconomcally

16 duplicative of existing capacity.

17 Wth respect to custoners' best interest,

18 Sem nole's plan would put all of its nenber

19 consuners retail customers, but never consuners, on
20 the hook for an estimated $13 billion in costs for
21 just the two new plants, with the mgjority of those
22 being fixed costs, with no recourse for custoners
23 ot her than to nove or go sol ar.

24 Sem nol e woul d ignore the risks of long-term
25 maj or capital expenditures. They already have
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 massi ve debt, and this will only nmake it worse.
2 | would like to cone back to the | oad forecast
3 i ssue. As you may know -- | know sone people in
4 the roomknow -- | was originally an econom st. |
5 served on the staff of PSC as such. About 40 years
6 ago, there was a sonewhat popul ar econom st joke
7 that went like this: Economsts are really busy
8 t hese days. They spend half their tinme telling us
9 what's going to happen and the other half telling
10 us why it didn't.
11 In this case, Sem nole has spent lots of tine
12 and lots of effort in their ten year site plans
13 telling you and their custoners, and the world, and
14 ot her participants in the Florida grid, what was
15 going to happen, but it didn't. And now they are
16 trying to tell you why it didn't, and trying to
17 tell you that this tine you should really believe
18 t hem
19 When they are proposing to inpose $13 billion
20 in cost, nost of it fixed, over 30 plus years on
21 t he nmenber consuners, when they have a better, |ess
22 costly option available for the next 10 years, this
23 iIs not a short-termfocus at all. And when they
24 did not even try to nodify their plan, or negotiate
25 for later in-service dates of these plants to take
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1 advant age of the economcs of the all PPA
2 portfolio, this is not the best nobst risk-mnaged
3 option at all.
4 We don't trust them and you should not trust
5 themeither. The Conmm ssion should not allow
6 Sem nol e to expose the custoners who depend on
7 Sem nole for their power supply to the risks that
8 Sem nol e's plan would i npose upon them The
9 Comm ssi on shoul d deny both petitions.
10 CHAl RMAN GRAHAM  Thank you, M. Wight.
11 MR, WWRI GHT: Thank you.
12 CHAI RMVAN GRAHAM  All right. Public
13 testi nony, we've done that.
14 I s there anybody new in the public that w shes
15 to speak? | see no hands.
16 So let's go to witnesses. |If you are on the
17 witness list, and are conmng to give testinony
18 today, if |I could get you to stand and rai se your
19 ri ght hand, please.
20 (Wher eupon, all wtnesses were sworn.)
21 CHAI RMVAN GRAHAM  Thank you.
22 kay. You will be called up by your -- who's
23 ever presenting the witness. You wll give -- you
24 will be given five mnutes to sunmari ze your
25 testinony, and there is no friendly cross. | am
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1 sure you guys have all been told that.
2 | am not going to be here to cut off the
3 Wi tness. The witness will be asked a question. He
4 shoul d answer yes or no, and be given a brief
5 sentence or two to explain the yes or no answer. |
6 amfine wwth himeditorializing as |long as he
7 wants. It's up to you if you want to just cut him
8 off and go on to the next question. After you have
9 done that the first tinme, I wll chinme in and neke
10 sure that he adheres to your w shes.
11 The witness is welcone to clarify the question
12 iIf he didn't understand it. |f he wants to restate
13 it so it makes sense to him we will allowthat to
14 happen. |If that's not the question you have asked,
15 I wll allowto you ask it again.
16 And then at the end, whoever sponsored that
17 witness will be given -- after the opposite side
18 asks questions, staff asks questions and Conm ssi on
19 asks questions, you will be allowed to give
20 redirect.
21 Does everybody understand where we are?
22 Ckay. | amgoing to let you know what's goi ng
23 to happen today. W are going to go until about
24 one o' clock, and we w !l take a one-hour | unch.
25 And then we will conme back here about two o' cl ock,
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and we will go as close as we can to seven 0'clock
and we will break for the evening. W wll start
back again tonorrow at 9:00, not 9:30. So nake
sure you are here at 9:00, because | amstarting at
9: 00.

W will probably stop about every two hours so
our court reporter over here can rest her little
fingers. So | ampretty -- | ampretty exact when
it comes to tine.

W are going to take a five-m nute break now
just so you guys can prepare. |f you make sure
that M. Ward is there and ready to go at the end
of that five-mnute tine, and al so make sure each
one of the wtnesses, as you call them up, has
al ready been sworn.

Does everybody understand that?

MR, WRI GHT: Yes, sir.

MR. PERKO  Yes, sir.

CHAI RMAN GRAHAM  Okay. We will take a
five-mnute break

Thank you.

(Brief recess.)

CHAl RVAN GRAHAM M. Per ko.

MR, PERKO Seminole calls M. Mchael Ward.

May | proceed?
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1 CHAI RVAN GRAHAM  Yes.

2 Wher eupon,

3 M CHAEL WARD

4 was called as a wtness, having been previously duly

5 sworn to speak the truth, the whole truth, and nothing
6 but the truth, was exam ned and testified as foll ows:

7 EXAM NATI ON

8 BY MR PERKO

9 Q Coul d you pl ease state your full nanme for the

10 record?

11 A Yes, sir. M nane is Mchael Paul Ward, 11.
12 Q M. Ward, have you been sworn today?

13 A Yes, sir, | have.

14 Q Who i s your current enployer, and what is your

15 current business address?

16 A My current enployer is Semnole Electric

17 Cooperative, and ny busi ness address is 16313 North Dal e
18 Mabry H ghway, Tanpa, Florida, 33618.

19 Q And, M. Ward, did you cause to be filed on

20 Decenber 21st, 2017, direct testinony consisting of 13
21 pages i n Docket Nunber 20170266- EC?

22 A Yes, sir, | did.

23 Q And did you also cause to be filed on

24 Decenber 22nd, 2017, corrected direct testinony

25 consi sting of 13 pages in Docket Nunber 20170267- EC?

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 A Yes, sir, | did.

2 Q Do you have any changes or corrections to your
3 prefiled direct testinony in either of those dockets?

4 A No, | do not.

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

6 your prefiled testinony in those dockets, would your

7 answers be the sane as you sit here today?

8 A Yes.

9 MR. PERKG M. Chairman, at this tinme, |

10 woul d ask that M. Ward's prefiled testinony in

11 bot h dockets, 20170266 and 20170267, be inserted

12 into the record as if read.

13 CHAl RVAN GCRAHAM  We will insert M. Ward's

14 prefiled direct testinony into the record as though
15 read.

16 (Whereupon, prefiled direct testinony was

17 i nserted.)
18
19
20
21
22
23
24

25
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BEFORE THE PUBLIC SERVICE COMMISSION
SEMINOLE ELECTRIC COOPERATIVE, INC.
DIRECT TESTIMONY OF MICHAEL P. WARD I
DOCKET NO. -EC

DECEMBER 21, 2017

Please state your name and address.
My name is Michael P. Ward, Il. 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 Vice

President of Strategic Initiatives.

Please describe your responsibilities in your current position.

My responsibilities include executive management responsibility for
identifying, analyzing, developing and implementing strategic opportunities
that fulfill Seminole’s strategic resource plan, and to oversee, direct and
manage Seminole’s self-build combined cycle facility, tolling agreements,
purchased power agreements, solar generation, coal unit retirement,
headquarters building renovation and back-up control center/business

continuity projects.
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Please state your professional experience and education background

I have worked in the energy industry for over twenty five years. | have been
with Seminole since 2013, and have held my current position at Seminole since
October 2017. 1 hold a Bachelor of Science in Electrical Engineering from the
University of Florida and a Masters of Business Administration from the
University of Maryland University College. In addition, | hold a Certificate in
National Security Affairs from the Naval War College and National Defense
University. A current copy of my professional resume is attached as Exhibit

No. _ (MPW-1) to this pre-filed testimony.

Are you sponsoring any exhibits in this case?
Yes. | am sponsoring the following exhibits, which were prepared by me or
under my supervision and are attached to this pre-filed testimony:

e Exhibit No. __ (MPW-1) - Resume of Michael Ward;

Sections 1, 2, 3.1, 3.2, and 3.3 of Seminole's Need Study, which is
attached as Exhibit No. _ (MPW-2) (Other witnesses will sponsor
the sections of the Need Study within their areas of responsibility);

e Exhibit No. _ (MPW-3) - Seminole Electric Service Areas

e Exhibit No. __ (MPW-4) - Seminole's Power Purchase Contracts (as of
December 31, 2016); and

e Exhibit No. _ (MPW-5) - Seminole's New Power Purchase Contracts.

What is the purpose of your testimony in this proceeding?
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The purpose of my testimony is to describe Seminole and its Members, and to
provide an overview of Seminole's case supporting our request for a
determination of need for the proposed Seminole Combined Cycle Facility
("SCCF"), which is more fully set forth in the Need Study attached as Exhibit
No. _ (MPW-2). 1 also will introduce Seminole's subject matter witnesses

and discuss the adverse consequences of a denial of Seminole's need petition.

SEMINOLE & ITS MEMBERS

Please describe Seminole and its Members.
Seminole is a not-for-profit rural electric cooperative organized under Chapter
425, Florida Statutes. Seminole is a generation and transmission cooperative

that only makes wholesale sales. It does not make retail sales.

Seminole’s nine Members are also not-for-profit rural electric cooperatives
organized under Chapter 425, Florida Statutes, and each serves retail end use
member-consumers in Florida. Seminole's members are: Central Florida
Electric Cooperative, Inc., Clay Electric Cooperative, Inc., Glades Electric
Cooperative, Inc., Peace River Electric Cooperative, Inc., SECO Energy,
Suwannee Valley Electric Cooperative, Inc., Talquin Electric Cooperative,
Inc., Tri-County Electric Cooperative, Inc., and Withlacoochee River Electric

Cooperative, Inc.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

54

Approximately 1.6 million people and businesses in parts of 42 Florida
counties rely on Seminole’s Member cooperatives for electricity. The areas

which Seminole’s Members serve are shown in Exhibit No. _ (MPW-3).

Please describe Seminole’s purpose.

Seminole exists to provide reliable electric service at competitive rates to its
Members. Seminole was organized in 1948, but remained relatively inactive
until shortly after the 1973 oil embargo. In 1974, Seminole’s Board
determined that Seminole should develop independent power supplies for its
Members. In 1975, each Member entered into a long term “All Requirements”
contract with Seminole for the purchase of wholesale power. Under these
contracts, each Member purchases from Seminole all of its power requirements
for distribution within the State of Florida not otherwise supplied under pre-
existing contracts. Four of Seminole’s Members had pre-existing contracts
with the Southeastern Power Administration, which provide 26 MW of the
total capacity required by these Members. Members also have the ability to
own or lease renewable or peak shaving generation with capacity amounts up

to 5% of their 3-year average peak demand.

How is Seminole governed?

Seminole is owned by its Members and governed through a Board of Trustees.
Each Member has two voting representatives and one alternate representative
on Seminole’s Board of Trustees. Our CEO and General Manager, Lisa D.

Johnson, serves at the pleasure of the Board of Trustees.
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How does Seminole meet the power supply needs of its Members and their
member-consumers?

Seminole meets the power supply needs of its Members and their
member/consumers with Seminole-owned generation in combination with
purchased power or tolling contracts with independent power producers,

investor-owned and municipal utilities, and renewable energy providers.

Please describe the generating units Seminole owns to meet the
requirements of its Members and their members-consumers.

Seminole’s existing owned generating resources are located at two sites.
Seminole Generating Station ("SGS"), which is located in Putnam County near
Palatka, Florida, includes two coal-fired generating units (Units 1 and 2), each
with a net generating capacity (winter) of approximately 664 MW. Midulla
Generating Station ("MGS™), which is located in Hardee County, Florida,
includes a natural gas-fired combined cycle facility (Units 1-3) with a net
(winter) generating capability of 539 MW and five twin-pack gas turbines
(Units 4-8) with a combined net (winter) generating capability of 310 MW,
All of the MGS units also have fuel oil capability. Each of these facilities is

shown on Exhibit No. __ (MPW-3).

What are Seminole's current purchased power and tolling resources?

Exhibit No. _ (MPW-4) is a table summarizing Seminole's purchased power
agreements (“PPAs”) and tolling contracts as of December 31, 2016. As a
result of the Request for Proposals (“RFP”) process discussed in the pre-filed

testimony of Jason Peters and Julia Diazgranados, Seminole has extended the

5
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Oleander PPA through December 31, 2021, and has entered into an additional
system PPA for intermediate and peaking power with Duke Energy Florida
(“DEF”), another system PPA with Southern Company Services (“SCS”), and
a power purchase agreement for solar resources with Tillman Solar Center,
LLC., a subsidiary of Coronal Energy. These new agreements are summarized

in Exhibit No. (MPW-5).

Does Seminole’s generation portfolio currently include renewable energy?
Seminole's generation portfolio includes a mix of technologies and fuel types,
including renewable energy resources. Seminole currently receives 87.8 MW
from renewable energy sources including 13 MW from Biomass, 16.8 MW
from landfill gas-to-energy, and 58 MW from waste-to-energy. In addition,
Seminole operates a 2.2 MW Cooperative Solar facility located in Hardee

County, Florida.

SEMINOLE'S REQUEST FOR NEED DETERMINATION

What relief does Seminole request in this proceeding?

Seminole requests that the Commission grant an affirmative determination of
need for the Seminole Combined Cycle Facility ("SCCF") with an in-service
date of December 1, 2022. SCCF will be a state-of-the-art natural gas-fired
two-on-one (“2x1”) combined cycle unit with a net generating capacity of
1,050 MW (net nominal). The new unit will be constructed adjacent to
Seminole's existing SGS site in Putnam County, Florida. The projected cost of

SCCF, which is presented in more detail in the testimony of David Kezell, will

6
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be approximately $727 million. Seminole intends to finance the project

through long-term financing.

What is the basis for Seminole's request for need determination?

As a result of moderately increasing load growth and the expiration of several

purchased power and tolling contracts, Seminole determined a need for

approximately 901 MW of additional generating capacity beginning in 2021

and that need was projected to grow to approximately 1,265 MW by the end of

2022. Seminole has determined that the most cost effective, risk-managed

resource plan to meet this projected capacity need is a mix of resources

consisting of:

e existing generation resources;

e the self-build 1,050 MW (net nominal) SCCF in conjunction with the
removal from service of one of the two existing 664 MW SGS coal units;

e several power purchase agreements (“PPAs”) for generating resources,
including a tolling agreement supporting a new 573 MW (winter) 1x1
combined cycle facility to be constructed by Shady Hills Energy Center,
LLC (“SHEC”), an indirect subsidiary of General Electric Company, at the
existing Shady Hills power plant site (this facility is the subject of a
separate determination of need proceeding jointly initiated by Seminole
and SHEC).

Seminole’s Board of Trustees selected the resource plan that includes the

SCCF based on the results of a multi-stage resource planning process. That

process included extensive economic analyses of self-build options and
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multiple power purchase alternatives, including numerous renewable energy
proposals, identified during a robust RFP process, as well as careful

consideration of non-economic attributes and risk factors.

What were the results of Seminole’s economic evaluations?

As discussed in the pre-filed testimony of Julia Diazgranados, the economic
evaluation demonstrates that in net present value revenue requirement terms
the selected resource plan is approximately $363 million less expensive than

the closest alternative resource plan over the study period.

What were the results of Seminole’s evaluation of non-economic
attributes?

In addition to evaluating the cost-effectiveness and risk impacts, Seminole
considered our strategic objectives for our future resource portfolio to have the
attributes of diversity, flexibility and optionality. As an example, one of the
new long-term PPAs included in the selected resource plan provide Seminole
with the advantage of optionality in terms of the amount of capacity available
for purchase. This gives Seminole the flexibility to modify its commitment up
or down. Given the vulnerability of load forecasts, the ability to modify
resource commitments gives Seminole the ability to mitigate the impacts of

economic acceleration/downturns or faster/slower load growth rates.

Did Seminole consider the potential for new renewable energy resources

as part of its evaluation?
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Yes. As part of its need evaluation process, Seminole solicited proposals for
renewable energy resources. The results of Seminole's economic evaluations
show that additional renewable energy resources would not be cost-effective as
compared to SCCF. Moreover, Seminole is a winter-peaking utility that
experiences its highest end-use demand on winter mornings and nights when
solar energy is not a viable capacity source to offset peak demand.
Nevertheless, in recognition of the energy value and summer capacity value of

solar, Seminole has included 40 MW of solar in the selected resource plan.

Did Seminole consider whether additional conservation measures are
reasonably available to mitigate the projected capacity need?

Yes. As explained in the pre-filed direct testimony of Kyle Wood, Seminole is
a wholesale provider of electricity that does not directly implement demand
side management (“DSM”) and conservation measures. Through its rate
structure, Seminole promotes conservation by providing its Members price
signals that reflect Seminole's cost of supplying power; thereby providing an
incentive for Members to implement cost-effective DSM and conservation
measures to lower peak demand. The effect of the DSM and conservation
measures offered by Seminole's Members is reflected in Seminole's load
forecast, but we nevertheless project need for additional generation capacity.
Seminole recently sponsored an evaluation of DSM potential to identify
potentially cost-effective DSM measures for our Members to consider and
further evaluate.  While the results of this study may help Seminole's
Members to identify new DSM opportunities, there is not a sufficient amount

of reasonably achievable DSM potential to offset the need for SCCF.
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Did Seminole consider the potential impact of the selected resource plan
on fuel supply reliability?

Yes. Seminole considered the potential impact of the resource plan on fuel
diversity and supply reliability, particularly in light of the removal from
service of one of the existing SGS coal-fired generating units. In order to
enhance fuel supply reliability, Seminole is expanding its natural gas
transportation plan to include capacity agreements with four different
counterparties which ensures access to and delivery of a diverse gas supply.
Seminole has supply agreements with over thirty natural gas suppliers. The
retention in service of one of the coal-fired units at SGS provides additional
mitigation of potential natural gas supply disruptions. Thus, the selected
resource plan is not expected to significantly impact fuel diversity or supply

reliability.

INTRODUCTION OF SEMINOLE'S WITNESSES

Please identify Seminole's other witnesses in this proceeding and subjects
each witness will address in his/her direct testimony.
The names and areas of responsibility for each of the other seven witnesses are

(in alphabetical order):

Robert DeMelo, Seminole's Manager of Transmission Planning and System
Protection, discusses Seminole's transmission planning process, the

interconnection and transmission line facilities required to support the SCCF,

10
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and the transmission costs and impacts of the various alternatives considered to

address Seminole's need.

Julia Diazgranados, Seminole’s Director of Treasury and Planning, addresses
Seminole’s power supply planning process, the reliability and need assessment
Seminole performed to identify its need for capacity, and Seminole’s economic
evaluation of self-build and purchased power and tolling options. Importantly,
she explains why the SCCF project is the most cost-effective, risk managed
option to meet the reliability and economic needs of Seminole and its
Members. She describes the Seminole Board approval process and addresses
the adverse consequences that would result if the requested need determination

is not granted.

Tom Hines, of Tierra Resource Consultants, describes the results of work that
Tierra Consultants performed to quantify the energy savings that Seminole
Members are achieving through implementation of conservation and DSM
measures and to help Seminole evaluate other conservation measures that

Seminole’s Members may choose to implement.

David Kezell, Seminole’s Director of Engineering and Capital Development,
describes the SCCF project, including its site, technology, related facilities,
operating assumptions and estimated total cost. He also presents Seminole's
feasibility studies and technology assessment, and describes Seminole’s
experience in the construction and operation of combined cycle plants and

other fossil-fired units.

11
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Jason Peters, Seminole’s Portfolio Director (Power), addresses Seminole’s
capacity solicitations to meet forecasted needs, the request for proposals
(“RFP”) Seminole conducted to address its need for capacity, the bids
Seminole received in response to its RFP, the technical and commercial
screening of such bids in conformance with the requirements of the RFP, and

other purchased power and tolling options considered by Seminole.

Alan Taylor, President of Sedway Consulting Inc., who conducted an
independent evaluation and review of Seminole’s overall RFP evaluation
process, confirms that the resource plan selected by Seminole represents the
best, least-cost alternative to meet Seminole’s projected needs for 2021 and

beyond.

David Wagner, Seminole’s Portfolio Director (Gas), presents the natural gas
supply and transportation plans for SCCF, as well as the fuel price forecasts
used in the analyses that examined the various options for meeting Seminole’s

capacity needs. He also addresses fuel supply diversity.

Kyle Wood, Seminole’s Manager of Load Forecasting and Member Analytics,
presents Seminole’s load forecast. He also explains how Seminole and its
Members implement conservation and DSM measures and why additional
conservation and DSM measures are not reasonably available to mitigate the

need for SCCF.

12
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ADVERSE CONSEQUENCES OF DENIAL

Would there be any adverse consequences to Seminole and its Members if
the Commission does not grant an affirmative determination of need for
the SCCF project?

Non-approval would mean that Seminole's Members and the Members’ end-
use member-consumers would be denied the most cost-effective, risk managed
power supply solution. Seminole’s required reserve margin would fall below
the minimum reserve level in 2021. While additional off-system purchases
could perhaps be made to fulfill Member power requirements and maintain the
target reserve margin, Seminole would not be able to remove a coal unit from
service and the costs of the resulting resource plan would be substantially
higher. As explained in the testimony of Julia Diazgranados, denial of the
SCCEF by itself would result in an NPV revenue requirements impact of $502

million.

Does this conclude your testimony?

Yes.

13
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BEFORE THE PUBLIC SERVICE COMMISSION
SEMINOLE ELECTRIC COOPERATIVE, INC.
DIRECT TESTIMONY OF MICHAEL P. WARD Il
DOCKET NO. -EC

DECEMBER 21, 2017

Please state your name and address.
My name is Michael Ward. 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 Vice

President of Strategic Initiatives.

Please describe your responsibilities in your current position.

My responsibilities include executive management responsibility for
identifying, analyzing, developing and implementing strategic opportunities
that fulfill Seminole’s strategic resource plan, and to oversee, direct and
manage Seminole’s self-build combined cycle facility, tolling agreements,
purchased power agreements, solar generation, coal unit retirement,
headquarters building renovation and back-up control center/business

continuity projects.
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Please state your professional experience and education background

I have worked in the energy industry for over twenty five years. | have been
with Seminole since 2013, and have held my current position at Seminole since
October 2017. 1 hold a Bachelor of Science in Electrical Engineering from the
University of Florida and a Masters of Business Administration from the
University of Maryland University College. In addition, | hold a Certificate in
National Security Affairs from the Naval War College and National Defense
University. A current copy of my professional resume is attached as Exhibit

No.  (MPW-1) to this pre-filed testimony.

Are you sponsoring any exhibits in this case?

Yes. | am sponsoring the following exhibits, which were prepared by me or
under my supervision and are attached to this pre-filed testimony:

e Exhibit No. _ (MPW-1) - Resume of Michael P. Ward, II;

e Sections 1, 2, 3.1, 3.2, and 3.3 of Seminole's Need Study, which is
attached as Exhibit No. _ (MPW-2) (Other witnesses will sponsor
the sections of the Need Study within their areas of responsibility);

e Exhibit No. __ (MPW-3) - Seminole Electric Service Areas

e Exhibit No. __ (MPW-4) - Seminole's Power Purchase Contracts (as of
December 31, 2016); and

e Exhibit No. _ (MPW-5) - Seminole's New Power Purchase Contracts.

What is the purpose of your testimony in this proceeding?
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The purpose of my testimony is to describe Seminole and its Members, and to
provide an overview of case supporting our joint request, with Shady Hills
Energy Center, LLC (“SHEC”), for a determination of need for the proposed
Shady Hills Combined Cycle Facility ("SHCCF"). | also will introduce
Seminole's subject matter witnesses and address the adverse consequences of a

denial of Seminole’s need petition.

SEMINOLE & ITS MEMBERS

Please describe Seminole and its Members.
Seminole is a not-for-profit rural electric cooperative organized under Chapter
425, Florida Statutes. Seminole is a generation and transmission cooperative

that only makes wholesale sales. It does not make retail sales.

Seminole’s nine Members are also not-for-profit rural electric cooperatives
organized under Chapter 425, Florida Statutes, and each serves retail end-use
member-consumers in Florida. Seminole's members are: Central Florida
Electric Cooperative, Inc., Clay Electric Cooperative, Inc., Glades Electric
Cooperative, Inc., Peace River Electric Cooperative, Inc., SECO Energy,
Suwannee Valley Electric Cooperative, Inc., Talquin Electric Cooperative,
Inc., Tri-County Electric Cooperative, Inc., and Withlacoochee River Electric

Cooperative, Inc.
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Approximately 1.6 million people and businesses in parts of 42 Florida
counties rely on Seminole’s Member cooperatives for electricity. The areas

which Seminole’s Members serve are shown in Exhibit No. __ (MPW-2).

Please describe Seminole’s purpose.

Seminole exists to provide reliable electric service at competitive rates to its
Members. Seminole was organized in 1948, but remained relatively inactive
until shortly after the 1973 oil embargo. In 1974, Seminole’s Board
determined that Seminole should develop independent power supplies for its
Members. In 1975, each Member entered into a long term “All Requirements”
contract with Seminole for the purchase of wholesale power. Under these
contracts, each Member purchases from Seminole all of its power requirements
for distribution within the State of Florida not otherwise supplied under pre-
existing contracts. Four of Seminole’s Members had pre-existing contracts
with the Southeastern Power Administration, which provide 26 MW of the
total capacity required by these Members. Members also have the ability to
own or lease renewable or peak shaving generation with capacity amounts up

to 5% of their 3-year average peak demand.

How is Seminole governed?

Seminole is governed by its Members, through a Board of Trustees. Each
Member has two voting representatives and one alternate representative on
Seminole’s Board of Trustees. Our CEO and General Manager, Lisa D.

Johnson, serves at the pleasure of the Board of Trustees.
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How does Seminole meet the power supply needs of its Members and their
member-consumers?

Seminole meets the power supply needs of its Members and their member-
consumers with Seminole-owned generation in combination with purchased
power or tolling contracts with independent power producers, investor-owned

and municipal utilities, and renewable energy providers.

Please describe the generating units Seminole owns to meet the
requirements of its Members and their members-consumers.

Seminole’s existing owned generating resources are located at two sites.
Seminole Generating Station ("SGS"), which is located in Putnam County near
Palatka, Florida, includes two coal-fired generating units (Units 1 and 2), each
with a net generating capacity (winter) of approximately 664 MW. Midulla
Generating Station ("MGS™), which is located in Hardee County, Florida,
includes a natural gas-fired combined cycle facility (Units 1-3) with a net
(winter) generating capability of 539 MW and five twin-pack gas turbines
(Units 4-8) with a combined net (winter) generating capability of 310 MW,
All of the MGS units also have fuel oil capability. Each of these facilities is

shown on Exhibit No. __ (MPW-2).

What are Seminole's current purchased power and tolling resources?

Exhibit No. _ (MPW-3) is a table summarizing Seminole's purchased power
agreements (“PPAs”) and tolling contracts as of December 31, 2016. As a
result of the Request for Proposals (“RFP”) process discussed in the pre-filed

testimony of Jason Peters and Julia Diazgranados, Seminole has extended the

5
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Oleander PPA through December 31, 2021, and has entered into an additional
system PPA for intermediate and peaking power with Duke Energy Florida
(“DEF”), another system PPA with Southern Company Services (“SCS”), and
a power purchase agreement for solar resources with Tillman Solar Center,
LLC., a subsidiary of Coronal Energy. These new agreements are reflected in

the updated table shown in Exhibit No. (MPW-4).

Does Seminole’s generation portfolio currently include renewable energy?
Seminole's generation portfolio includes a mix of technologies and fuel types,
including a renewable energy portfolio. Seminole currently receives 87.8 MW
from renewable energy sources including 13 MW from Biomass, 16.8 MW
from landfill gas-to-energy, and 58 MW from waste-to-energy. In addition,
Seminole operates a 2.2 MW Cooperative Solar facility located in Hardee

County, Florida.

REQUEST FOR NEED DETERMINATION

What relief does Seminole request in this proceeding?

Seminole and SHEC jointly request that the Commission grant an affirmative
determination of need for the Shady Hills Combined Cycle Facility
("SHCCF") with an in-service date of December 31, 2021. SHCCF will be a
state-of-the-art natural gas-fired one-on-one (“1x1”) combined cycle unit with
a net generating capacity of 550 MW (net nominal). The new facility, which
will be owned and operated by SHEC, will be constructed adjacent to the

existing Shady Hills power plant site in Pasco County, Florida.

6
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What is the basis for Seminole's request for need determination?

As a result of moderately increasing load growth and the expiration of several

purchased power and tolling contracts, Seminole determined a need for

approximately 901 MW of additional generating capacity beginning in 2021

and that need was projected to grow to approximately 1,265 MW by the end of

2022. Seminole has determined that the most cost effective, risk-managed

resource plan to meet this projected capacity need is a mix of resources

consisting of:

e existing generation resources;

e the self-build 1,050 MW (net nominal) 2x1 combined cycle facility known
as the Seminole Combined Cycle Facility (“SCCF”) in conjunction with
the removal from service of one of the two existing 664 MW SGS coal
units (this facility is the subject of a separate determination of need
proceeding initiated by Seminole);

e several power purchase agreements (“PPAs”) for generating resources,
including a tolling agreement supporting the SHCCF.

Seminole’s Board of Trustees selected the resource plan that includes the

SHCCF and SCCF based on the results of a multi-stage resource planning

process. That process included extensive economic analyses of self-build

options and multiple power purchase alternatives, including numerous
renewable energy proposals, identified during a robust RFP process, as well as

careful consideration of non-economic attributes and risk factors.

What were the results of Seminole’s economic evaluations?
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As discussed in the pre-filed testimony of Julia Diazgranados, the economic
evaluation demonstrates that in net present value revenue requirement terms
the selected resource plan is approximately $363 million less expensive than

the closest alternative resource plan over the study period.

What were the results of Seminole’s evaluation of non-economic
attributes?

In addition to evaluating the cost-effectiveness and risk impacts, Seminole
considered our strategic objectives for our future resource portfolio to have the
attributes of diversity, flexibility and optionality. As an example, one of the
new long-term PPAs included in the selected resource plan provide Seminole
with the advantage of optionality in terms of the amount of capacity available
for purchase. This gives Seminole the flexibility to modify its commitment up
or down. Given the vulnerability of load forecasts, the ability to modify
resource commitments gives Seminole the ability to mitigate the impacts of

economic acceleration/downturns or faster/slower load growth rates.

Did Seminole consider the potential for new renewable energy resources
as part of its evaluation?

Yes. As part of its need evaluation process, Seminole solicited proposals for
renewable energy resources. The results of Seminole's economic evaluations
show that additional renewable energy resources would not be cost-effective as
compared to SHCCF and SCCF. Moreover, Seminole is a winter-peaking
utility that experiences its highest end-use demand on winter mornings and

nights when solar energy is not a viable capacity source to offset peak demand.
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Nevertheless, in recognition of the energy value and summer capacity value of

solar, Seminole has included 40 MW of solar in the selected resource plan.

Did Seminole consider whether additional conservation measures are
reasonably available to mitigate the projected capacity need?

Yes. As explained in the pre-filed direct testimony of Kyle Wood, Seminole is
a wholesale provider of electricity that does not directly implement demand
side management (“DSM”) and conservation measures. Through its rate
structure, Seminole promotes conservation by providing its Members price
signals that reflect Seminole's cost of supplying power; thereby providing an
incentive for Members to implement cost-effective DSM and conservation
measures to lower peak demand. The effect of the DSM and conservation
measures offered by Seminole’s Members is reflected in Seminole's load
forecast, but we nevertheless project need for additional generation capacity.
Seminole recently sponsored an evaluation of DSM potential to identify
potentially cost-effective DSM measures for our Members to consider and
further evaluate. ~ While the results of this study may help Seminole's
Members to identify new DSM opportunities, there is not a sufficient amount

of reasonably achievable DSM potential to offset the need for SCCF.

Did Seminole consider the potential impact of the selected resource plan
on fuel supply reliability?

Yes. Seminole considered the potential impact of the resource plan on fuel
diversity and supply reliability, particularly in light of the removal from

service of one of the existing SGS coal-fired generating units. In order to
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enhance fuel supply reliability, Seminole is expanding its natural gas
transportation plan to include capacity agreements with four different
counterparties which ensures access to and delivery of a diverse gas supply.
Seminole has supply agreements with over thirty natural gas suppliers. The
retention in service of one of the coal-fired units at SGS provides additional
mitigation of potential natural gas supply disruptions. Thus, the selected
resource plan is not expected to significantly impact fuel diversity or supply

reliability.

INTRODUCTION OF SEMINOLE'S WITNESSES

Please identify Seminole's other witnesses in this proceeding and subjects
each witness will address in his/her direct testimony.
The names and areas of responsibility for each of the other seven witnesses are

(in alphabetical order):

Robert DeMelo, Seminole's Manager of Transmission Planning and System
Protection, discusses Seminole's transmission planning process and the
transmission costs and impacts of the various alternatives considered to

address Seminole's need.

Julia Diazgranados, Seminole’s Director of Treasury and Planning, addresses
Seminole’s power supply planning process, the reliability and need assessment
Seminole performed to identify its need for capacity, and Seminole’s economic

evaluation of self-build and purchased power and tolling options. Importantly,

10
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she explains why the SHCCF and SCCF are the most cost-effective, risk-
managed options to meet the reliability and economic needs of Seminole and
its Members. She describes the Seminole Board approval process and
addresses the adverse consequences that would result if the requested need

determination is not granted.

Tom Hines, of Tierra Resource Consultants, describes the results of work
Tierra Consultants performed to quantify the energy savings that Seminole
Members are achieving through implementation of conservation and DSM
measures and to help Seminole evaluate other conservation measures that

Seminole’s Members may choose to implement.

Ankur Mathur, a Senior Vice President, of GE Capital US Holdings, Inc.
(“*GECUSH”), which is an indirect, wholly-owned subsidiary of General
Electric Company (“GE”) and owner of SHEC. Mr. Mathur describes the
SHCCF project, including its site, technology, related facilities, operating
assumptions and transmission interconnections, as well as the tolling
agreement between Seminole and SHEC. He also describes GE’s experience
in the construction and operation of combined cycle plants and other fossil-

fired units.

Jason Peters, Seminole’s Portfolio Director (Power), addresses Seminole’s
capacity solicitations to meet forecasted needs, the request for proposals
(“RFP”) Seminole conducted to address its need for capacity, the bids

Seminole received in response to its RFP, the technical and commercial

11
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screening of such bids in conformance with the requirements of the RFP, and

other purchased power and tolling options considered by Seminole.

Alan Taylor, President of Sedway Consulting Inc., who conducted an
independent evaluation and review of Seminole’s overall RFP evaluation
process, confirms that the resource plan selected by Seminole represents the
best, least-cost alternative to meet Seminole’s projected needs for 2021 and

beyond.

David Wagner, Seminole’s Portfolio Director (Gas), presents the natural gas
supply and transportation plans for SHCCF, as well as the fuel price forecasts
used in the analyses that examined the various options for meeting Seminole’s

capacity needs. He also addresses fuel supply diversity.

Kyle Wood, Seminole’s Manager of Load Forecasting and Member Analytics,
presents Seminole’s load forecast. He also explains how Seminole and its
Members implement conservation and DSM measures and why additional
conservation and DSM measures are not reasonably available to mitigate the

need for SCCF.

ADVERSE CONSEQUENCES OF DENIAL

Would there be any adverse consequences to Seminole and its Members if
the Commission does not grant an affirmative determination of need for

the SCCF project?

12
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Non-approval would mean that Seminole's Members and the Members’end-use
member-consumers would be denied the most cost-effective, risk managed
power supply solution. Seminole’s required reserve margin would fall below
the minimum reserve level in 2021. While additional off-system purchases
could perhaps be made to fulfill Member power requirements and maintain the
target reserve margin, Seminole would not be able to remove a coal unit from
service and the costs of the resulting resource plan would be substantially
higher. As explained in the testimony of Julia Diazgranados, denial of the
SHCCF by itself would result in an NPV revenue requirements impact of $363

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

Does this conclude your testimony?

Yes.

13



77

1 BY MR PERKO
2 Q Now, M. Ward, did you have exhi bits nunbers
3 MDW 1 t hrough MDW5 attached to your testinony?
4 Yes, | believe those are MPW1 through MPW5.
5 Q Thank you. | apol ogi ze.
6 And if | understand correctly, MDW1, which is
7 the -- MDW2, rather, which is the need study, you are
8 sponsoring certain sections of that docunent; is that
9 correct?
10 A Yes.
11 Q Do you have any changes to the exhibits
12 attached to your testinony, or the sections of MDW2
13 that you are sponsoring today?
14 A No.
15 MR, PERKO At this tine, Your Honor -- or M.
16 Chai rman, we request that those exhibits be
17 admtted into the record.
18 CHAl RVAN GRAHAM  We will note themright now
19 and we will admt at the end of his testinony.
20 MR. PERKO  Thank you.
21 BY MR PERKO
22 Q M. Ward, have you prepared a summary of your
23 direct testinony?
24 A | have.
25 Q Wul d you present it to the Comm ssioners at
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 this tinme?

2 A Good norni ng, Chairman and Conm ssioners. M
3 name is Mchael Ward, and | amthe Vice-President of

4 Strategic Initiatives and Conmercial Operations for

5 Sem nol e Electric Cooperative.

6 My primary role in this process was executive
7 oversight, as well as providing operational expertise to
8 devel op and eval uate portfolios.

9 Semnole is a not-for-profit rural electric

10 cooperative organi zed under Chapter 425 of Florida

11 Statutes. Semnole is a generation and transm ssion

12 cooperative that only nmakes whol esale sales. W do not
13 make retail sales. Approximately 1.6 mllion people and
14  businesses in parts of 42 Florida counties rely on

15 Sem nol e's nenber cooperatives for electricity.

16 Sem nol e exists to provide reliable electric
17 service at conpetitive rates to our nenbers. As a

18 not-for-profit nmenber-owned el ectric cooperative, all of
19 our costs are passed directly on to our nenbers. W do
20 not have sharehol ders. Qur nenbers have nenber
21 consuners spread out over large areas. They stil
22 require reliable service. W do not have an economc
23 i ncentive to build things. W exist only to provide our
24 menbers with safe, affordable and reliable electricity.

25 As our wtnesses wll describe, this Sem nol e

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 team has worked diligently for many nonths, not for sone
2 sort of academ c exercise to check a regulatory

3 requi rement box, but rather to deliver a thorough and

4 well thought out portfolio of energy resources that wl|
5 assure that the real people that we serve have their

6 energy needs net. W take our responsibility to serve

7 themvery seriously, and we are pleased to respectfully
8 represent our work to the Public Service Conmission in

9 this determ nation of need hearing.

10 Sem nol e conducted a conprehensi ve anal ysi s

11 over nore than the last two years in order to determ ne
12 the nost cost-effective, risk-managed portfolio solution
13 for neeting our nmenbers' needs. W concluded that the
14 Clean Power Plan portfolio that we've designated

15 consisting of the Sem nole Conbi ned Cycle Facility and
16 the Shady Hills Conbined Cycle Facility Tolling

17  Agreenent, along with additional purchase power

18 agreenents was the | east cost alternative to reliably

19 meet the needs of our nenbers.

20 On Septenber 27th, 2017, the Sem nol e board

21 unani nously approved noving forward with this plan. The
22 econom c evaluation denonstrates that in net present

23 value revenue requirenent terns, the selected resource
24 plan is approximately $363 million | ess expensive than

25 the closest alternative resource plan over 30 years.

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 During this hearing, you will hear froma

2 nunber of w tnesses.

3 M. David Kezell wll discuss the Sem nol e

4  Conbined Cycle Facility.

5 M. David Wagner wi |l discuss Sem nol e fue

6 supply and price forecasts.

7 M. Robert DeMelo will discuss transm ssion.

8 M. Kyle Wod will provide Semnole's | oad

9 forecast and di scuss conservation neasures enpl oyed by
10 Semnole and its nenbers.

11 M. Tom H nes will discuss his expert analysis
12 of demand si de managenent and energy conservation

13 measur es.

14 M. Jason Peters w |l discuss the market

15 alternative request for proposals process and risk

16  anal ysi s.

17 Ms. Julie D azgranados and M. Alan Tayl or

18 wll just cost-effective necessary and his anal ysis of
19 Sem nol e's portfolios.
20 Sem nol e requests an affirnative determ nation
21  of need for the Sem nole Conbined Cycle Facility and the
22 Shady Hills Conbined Cycle Facility projects.
23 Non- approval would nean that Sem nole's nenbers and the
24 menbers' end use nenber consuners woul d be denied the

25 nost cost-effective power supply solution.

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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81

1 Semnole's required reserve margin woul d fal
2 bel ow the m nimumreserve in 2021, while additiona

3 of f -system purchases coul d perhaps be nade to fulfill
4 menber power requirenents, and maintain the target

5 reserve margin, Sem nole would not be able to renove a
6 coal unit fromservice, and the cost of the resulting

7 resource plan would be substantially higher.

8 Thank you for your tine.

9 MR, PERKO At this tinme, M. Chairman, we
10 proffer the wtness for cross-exam nation.

11 CHAI RMVAN GRAHAM  Thank you.

12 M. Ward, wel cone.

13 THE W TNESS:. Yes, sir

14 CHAl RVAN GRAHAM M. Wi ght.

15 MR, WRI GHT: Thank you, M. Chairnman.

16 EXAM NATI ON

17 BY MR WVRI GHT:

18 Q Good norning, M. Ward.

19 A Good nor ni ng.

20 Q It's good to see you agai n.

21 A Yes, sir.

22 Q Thank you.

23 You are the only officer of Semnole Electric

24 Co-op testifying in this case, is that correct?

25 A That is correct.

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 Q And it is correct that Seminole is a nenber of

2 the Florida Reliability Coordinating Council?

3 A Yes, sir.
4 Q Thank you.
5 | want to ask you a few questions about the

6 tolling agreenent between Sem nol e and Shady Hi |l ds.

7 A Yes.

8 Q And that's Shady Hills Energy Center, LLC,

9 correct?

10 A Yes.

11 Q Ckay. Does Sem nol e have the opportunity to
12 vary the capacity paid for under the tolling agreenent?
13 A No.

14 Q So it's the full 573 negawatts for the life of
15 the tolling agreenent, correct?

16 A Yes, it is.

17 Q What, if any, opportunity does Sem nol e have
18 to get out of the tolling agreenent?

19 A It's a 30-year contract, so the agreenent

20 would go for 30 years.

21 Q So if there were a permtting failure, the

22 contract would term nate?

23 A Yes.

24 Q Failure to get transm ssion service would

25 termnate the contract?

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 A Yes. And failure -- failure to get

2 I nterconnect for fuel supply would termnate as well.
3 Q Thank you.
4 Hypot hetically, a significant default could

5 result in term nation?
6 A Yes, it could.
7 Q And Sem nol e does have the option to purchase

8 the plant, correct?

9 A We do.
10 Q Ckay. Is it correct that the capacity
11  paynents under the tolling agreenent escalate, | am not

12 asking for you any nunbers, but is it correct that they

13 escal ate over time?

14 A Yes, they do.
15 Q Thank you.
16 | may ask you sone questions that wll be

17 better answered by another witness, and if so, feel free
18 to say so. The situation | amin is that you are the
19 first up, you are the only officer, and if | don't ask

20 you and sonebody el se says | shoul d have asked you, then

21 | have got a problem so bear we ne and we will do our
22 best .
23 In your deposition, we discussed the power

24 purchase agreenment with the Osprey Energy Center Cal pine

25 Construction Fi nance conpany --

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 A Yes.

2 Q -- that served Semi nole. Do you know for how
3 | ong that contract served Sem nol e?
4 A | do not. | was not at Sem nol e when t hat

5 contract was in process.

6 Q Okay. Thank you.
7 May | ask Ms. Di azgranados about that?
8 A You may, but | don't believe she was here

9 during that contract, but she may be able to answer

10 t hat .

11 Q Ckay. | amsure she was there during the

12 contract. She said so in her deposition, but I wll go
13 on there.

14 Are you aware whet her the Gsprey PPA had

15 optionality as to the anount of negawatts taken and paid

16 for?
17 A No, | am not.
18 Q Are you aware of the reopener, or early out

19 provisions in the GCsprey?

20 A | understand that there were provisions for
21 that, but I don't know themin particul ar.

22 Q kay. Do you know how | ong Sem nol e t ook

23 power from Csprey?

24 A | do not.
25 Q Thank you.
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 Did you attenpt to negotiate for optionality
2 as to the negawatts paid for under the tolling agreenent
3 I n your negotiations with Shady H|ls?
4 A Wth Shady Hlls, no, we did not. But we do
5 have optionality in several of the purchase power
6 agreenents other than Shady H lls, which are probably
7 comensurate with the Gsprey -- size of the Gsprey deal.
8 Q Did you attenpt to negotiate for alternate
9 pricing with Shady Hills for a later in-service date
10 than what is proposed here?
11 A No, we did not.
12 Q These are sone questions about alternatives
13 that may be available to Semnole to neet its needs.
14 Whose responsibility within Semnole is it to
15 keep up with devel opnents on solar by itself and sol ar
16 wth storage?
17 A There is not an individual responsibility for
18 that. W do have a teamthat reviews that continuously.
19 W are always | ooking for better alternatives. W are
20 assessing the market.
21 Thi s RFP denonstrates that we do a robust
22 assessnent. And the portfolio that we've put forward in
23 this case provides staged -- a staged approach and
24 opportunity as purchase power agreenents are rolling off
25 for us to take advantage of cost-effective resources
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 such

3 t hat

9 cost
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

as solar in the future.

Q Wuld M. Peters be a significant nenber of
teamto whom | m ght pose such questions?

A Yes.

Q Thank you.

Ms. Di azgranados?

A Yes.
Q | would like to talk with you about costs and
risks. | -- excuse ne.

MR WRIGHT: M. Chairman, | try to nake
things go as efficiently as possible. In this
case, | have got a |ot of exhibits. | don't know
exactly what order they are going to appear in, and
many of themare confidential. And for that
reason, | have not given themto the staff at this
time, but | do have an exhibit that | would like to
distribute at this tine.

CHAl RMAN GRAHAM  Sure. We are at Exhibit No.
100, so we will give it that nunber.

M. Wight, do you have a short title for this
exhi bit?

MR WRIGHT: | do. 1It's on the label, and it
says CPC/CC Portfolio, revenue requirenents by
gen.resource. It's also a response to Intervenor's

Interrogatory No. 63. This is a confidential
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1 docunent .
2 (Wher eupon, Exhibit No. 100 was marked for
3 I dentification.)
4 MR. PERKO M. Chairman, for the record, and
5 perhaps to nove things along, | believe the initial
6 col umm on pages one and two -- subject to
7 confirmation fromny associate, the initial colum
8 on pages one and two of this docunent are what we
9 are claimng is confidential, and it is subject to
10 a pendi ng confidentiality request.
11 M5. HELTON: And, M. Chairman, it's really
12 hard to work with these docunents if you don't
13 hi ghlight in yellow the confidential, or the
14 proposed confidential information. So it's -- when
15 the information is not highlighted, it's difficult
16 to know whi ch you can say in public and which you
17 cannot .
18 MR. PERKG | apol ogi ze, M. Chairman. W did
19 hi ghlight this in our confidentiality request,
20 whi ch was provided to intervenors, as well as
21 staff. So this was a docunent that was produced in
22 di scovery separate fromthat to the intervenors.
23 CHAI RMVAN GRAHAM M. Perko, you said only the
24 first two colums are confidential?
25 MR. PERKO The first colum on the first two
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

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



88

1 pages.

2 CHAI RMAN GRAHAM  The first col um?

3 MR, PERKO Yes, sir.

4 CHAl RVAN GRAHAM  On the first two pages?

5 M5. HELTON: So not the years, but the first

6 two that are | abel ed?

7 CHAI RMAN GRAHAM  No. The first colum on the

8 first two pages. Not the year but --

9 MR, PERKO It's the first colum that refers
10 to NG transportation.

11 CHAl RMAN GRAHAM  It's the first colum that
12 refers to NG transportation on the first two pages.
13 Ckay, M. Wight.

14 MR WRIGHT: M. Chairman, | wll say |

15 apol ogize. |It's been a busy tine, and | did not

16 see their confidentiality request until this

17 mnute. | understood that all except a couple of
18 the sunmary val ues at the bottomof this table were
19 to be treated as confidential, and accordingly, |
20 was treating it that way. As tine permts, | wll
21 endeavor to mark as confidential what is, and do

22 t he best we can.

23 CHAI RMVAN GRAHAM  Wel |, you heard the

24 attorney, it's just the first columm, so other than
25 that, anything else is not confidential.
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1 MR, WRI GHT: That's good news. Thank you.
2 CHAI RMAN GRAHAM  Ckay.
3 BY MR WRI GHT:
4 Q | don't have a lot of questions with respect
5 to this exhibit, M. Ward. And fortunately, | am not
6 goi ng to ask you about natural gas transportation, so |
7 thi nk you can answer all of ny questions directly.
8 Well, is it correct that in -- the first sheet
9 of this exhibit shows the annual revenue requirenents in
10 nom nal dol | ars?
11 A That is correct.
12 Q The second sheet shows in present val ue?
13 A That is correct.
14 Q And the third sheet shows nunbers toted up by
15 certain categories, correct?
16 A Yes.
17 Q Thank you.
18 The total cost for the SCCF in nom nal dollars
19 are $8.229 billion over the 30-year anal ysis period,
20 correct -- or sorry, 33-year analysis period?
21 A The total revenue requirenent, yes.
22 Q Thank you for that clarification.
23 And correspondingly, the total dollars for the
24 Shady Hills is 4.773 billion in revenue requirenents,
25 correct?
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1 A Yes.
2 Q | would like to | ook at the | ast page of
3 the -- page three of the exhibit, please.
4 WI Il you agree that the categories generation
5 capital, transm ssion capital, other capital and fixed
6 O&M are fixed costs?
7 A Yes.
8 Q And the fuel and variable O&M and Co2
9 emssions are variable costs?
10 A Yes.
11 Q In regard to the fixed versus vari abl e stat us,
12 what can you tell us about the other colum?
13 A | don't know.
14 Q Ckay. W discussed cost risk at your
15 deposition. As | recall, you testified there that you
16 believe that all costs are at risk, both fixed and
17 variable. 1s that still your opinion?
18 A Yes, fixed and variable costs are -- are cost
19 risk. Variable can be deferred or mtigated through
20 | ower cost alternatives with nmarket purchases in
21 real time.
22 Q If you don't have to generate electricity to
23 neet |oad, you would at | east save the fuel and vari able
24 (&M costs associated with such energy, correct?
25 A Yes.
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1 Q Thi s docunent shows that Sem nol e assunes, for
2 pl anni ng purposes and eval uati on purposes, that you

3 would close the Sem nole CGenerating Station Unit 1, the
4 Unit 1 Coal Plant, as of the end of 2022; is that

5 correct?

6 A Yes.

7 Q And for these purposes, you would run the

8 second coal unit through the analysis period, correct?
9 A In the analysis, that is correct. The actual
10 termnation of which unit would be renoved from service
11 has not been nmade yet.

12 Q Thank you. | understand that, and |

13 appreciate the clarification.

14 I f you know, as those units operate, do they
15 generally produce about the sane anounts of electricity

16 over tinme?

17 A Yes, they do.

18 Q Thank you.

19 WIIl you agree that risks are greater with

20 | ong-terminvestnments as a general proposition?

21 A No. What | would say is that risk -- there is

22 risk in short-termand there is risk in long-term
23  Those risks are balanced by trying to incorporate | ower
24 short-termrisk and | ower long-termrisk together.

25 Q Ckay.
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1 MR WRIGHT: | have -- | want to explore

2 certain aspects of risk, and | have anot her

3 exhibit, M. Chairman.

4 CHAIl RVAN GCRAHAM  Sure. We will nunber this
3) one 101.

6 MR, WRIGHT: Short title, M. Chairman, is SGS
7 Debt Service. |It's also a response to the

8 Intervenor's Interrogatory No. 38.

9 CHAI RMVAN GRAHAM  Thank you.

10 MR WRIGHT: And fortunately, the -- to the
11 best of ny know edge, the -- all the data is

12 confidential, and highlighted accordingly on these
13 copi es.

14 (Wher eupon, Exhibit No. 101 was marked for

15 I dentification.)
16 BY MR WRI GHT:
17 Q M. Ward, you have seen this exhibit before,

18 correct?

19 A Yes.

20 Q And this shows the --

21 CHAl RVAN GRAHAM M. Wight, hold on a

22 m nut e.

23 MR WRIGHT: Ch, I'msorry, M. Chair.

24 CHAI RMVAN GRAHAM | want to meke sure

25 everybody has got it in front of them
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1 MR, VWRI GHT: Thank you.

2 CHAI RVAN GRAHAM  COkay, M. Wi ght.

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

4 BY MR WRI GHT:

5 Q Is it correct that this exhibit shows the
6 proj ected debt service for the Sem nole Generating

7 Station debt for Sem nole Electric Co-op?

8 A Yes.
9 Q The top bl ock shows, by year and by debt
10 | ssue, interest paynents, and the bottom bl ock shows the

11 princi pal paynents by year and by debt issue; correct?

12 A Yes.
13 Q So if we wanted to know the total anount of
14 debt -- anounts of debt service, we could sinply add up

15 all the nunbers in the top to get the interest, correct?
16 A Yes.
17 Q And sane for the principal paynents in the

18 bottom correct?

19 A Yes.
20 Q Thank you.
21 | f you know, do you consider the totals of

22 t hose values to be confidential?
23 A Yes, we do.
24 Q | can show you a copy of your annual report if

25 necessary, but will you agree that your 2017 annua
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1 report shows debt -- long-term debt and capital |ease

2 obligations of approximately $1.35 billion?

3 A Approxi matel y, yes.

4 Q Thanks.

5 And if you can't answer this because it's

6 confidential, just say so and | will deal with it in ny

7 brief, but will you agree that the total principal debt

8 on the Seminole coal plants is a majority of that $1.35

9 billion?

10 MR. PERKG | guess, M. Chairman, | would
11 just object to relevance. | amnot sure what the
12 rel evance is to any of the issues in this case.
13 CHAl RVAN GRAHAM M. Wi ght.

14 MR WRIGHT: It goes to the risks inposed on
15 custoners by the -- the proposed pl an.

16 CHAI RMVAN GRAHAM | w il allowit.

17 MR, VWRI GHT: Thank you.

18 THE W TNESS:. Can you repeat the question,

19 pl ease?

20 BY MR WVRI GHT:

21 Q Certainly.
22 The question is, and again if thisis -- if
23 it's confidential to even give this qualitative answer,

24 ordi nal answer, then just say so, but can you say

25 whether the total principal outstanding on the Sem nol e
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1 coal plant debt is nore than half of the total $1.35
2 billion nunber we just discussed?
3 A Yes, it is.
4 Q Thank you.
5 | amcorrect that Sem nole intends to pay off
6 the debt on the Sem nole Generating Station |oans,
7 bonds, whatever, as schedul ed; correct?
8 A Yes. The plan that we've put forward, and the
9 savings that we've identified include maintaining that
10 debt service, and paying it off commensurate with the
11 tinme schedul e that we have.
12 Q So the savings that are presented are solely
13  operational cost savings, correct?
14 A It's total portfolio savings in the operations
15 of every resource we have.
16 Q There is a separate nunber for the savings
17 resulting fromthe Sem nole coal plant, is there not?
18 MR. PERKO | object. | think that's a vague
19 guesti on, Your Honor.
20 CHAl RVAN GRAHAM M. Wi ght.
21 MR, WRIGHT: Well, | can grab another exhi bit
22 and go that way. Let ny try this.
23 BY MR WRI GHT:
24 Q Is it true that Sem nol e has a separate nunber
25 cal cul ated by an independent consulting firmfor the
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

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



96

1 estimated cost savings for the closing of one coal unit?

2 A Yes.

3 Q Thank you.

4 Can you tell us who the engineering firm

5 that -- who perforned that analysis is?

6 A Sargent & Lundy perforned that.

7 Q Thank you.

8 And is that nunber approxi mately the nunber

9 shown in M. Taylor's Exhibit AST-2 with respect to the
10 savings fromclosing the Sem nole Generating Station

11 unit in his exhibit?

12 A Approxi mately, yes.
13 Q Thank you.
14 Do you have any idea what the Sem nol e coa

15 plant is worth today?

16 A Not off the top of ny head, no.

17 Q Do you have any offers to buy it?

18 A No, we do not.

19 Q Are you aware that other coal plants in the

20 state of Florida have been, and are in the process of

21 bei ng shut down?

22 A Yes, | am

23 Q Ckay. St. Johns River Power Park is one of

24 those?

25 A Yes.

Premier Reporting (850) 894-0828 Reported by: Debbie Krick

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



97

1 Q Are you aware that Gulf Power closed its coa
2 units at Plant Smth?

3 A Yes.

4 Q Are you aware that next nonth, according to

5 its Ten Year Site Plan, Duke Energy Florida is closing
6 Crystal River 1 and 2?

7 A Yes.

8 Q Are you aware that Florida Power & Light has
9 purchased the ownership interest in two other snaller
10 power plants, Cedar Bay and Indiantown, and is in the
11 process of closing thenf

12 A | wasn't aware of that purchase, but |

13 understand it's true.

14 Q Thank you.

15 Is it correct that Sem nole did not eval uate
16 the potential cost savings to consuners of closing the
17  other coal unit?

18 A Yes. Sem nol e evaluated portfolios of a

19 wde -- wide range of resources, and using industry
20 recogni zed tools, we identified the best resource mx as
21  we proceeded forward. And one of the portfolios, the
22 Cl ean Power Plan portfolio in front of the Conm ssion
23 today actually identified the | east cost alternative and
24  that being the Sem nol e Conbined Cycle Facility and the

25 Shady Hi |l ls Conbi ned Cycle Facility wth other purchase
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1 power agreenents incorporated into that portfolio.

2 The -- analyzing additional resources and

3 shutting down the coal units, Sem nole is a unique

4 utility, especially in the state of Florida, but -- but
5 nati onwi de, in that we have to operate in five bal anci ng
6 areas. So we have to take into consideration

7 operationally and the ability to serve our nenbers by

8 transferring energy fromone bal ancing area to another.
9 And when we have to do that, if we have to take

10 generation in a balancing area that doesn't have

11 sufficient load, we are required to transfer that energy
12 to the balancing areas that have our greatest |oad. And
13 we identified those -- parts of those resources within
14 this request for proposal that nost efficiently neet our

15 menbers' needs and reduce that cost.

16 MR WRIGHT: M. Chairman, | think that went
17 way beyond ny question. | amnot going to nove to
18 strike or anything, but it went way beyond ny

19 guestion, which was did Sem nol e eval uate the cost
20 of closing the second coal wunit.

21 CHAI RMAN GRAHAM  Ckay.

22 MR, PERKO And | think his clarification went
23 directly to that issue.

24 CHAI RMAN GRAHAM  Continue, M. Wight.

25 BY MR WVRI GHT:
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1 Q Can you give ne a direct answer to ny

2 question, M. Ward?

3 A Yes, | believe | did. | answered that wth,
4 no, the -- Sem nole did not evaluate that, and | gave

5 the reasons why.

6 Q | got all the reasons, | mssed the no. Thank
7 you.
8 Did you attenpt to negotiate for any shorter

9 term PPAs, power purchase agreenents, in the no-build

10 risk all PPA portfolio?

11 A Yes. And, in fact, several of the shorter

12 term purchase power agreenents we negoti ated are

13 I ncorporated into the portfolio that we have in front of
14  the Comm ssion today, as well as they were in front of
15 the -- they were part of the no-build risk all PPA

16 portfolio.

17 Q This goes back to a question | asked you a

18 m nute ago. Are you aware that FPL paid JEA a shut-down
19 paynment $90 million for shutting dowmn St. Johns River

20 Power Park?

21 A No, | am not.

22 MR WRIGHT: M. Chairman, | have a couple

23 nore exhibits.

24 CHAl RMVAN GRAHAM  Sure. M. Wight, we are at

25 No. 102 and 103.
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1 MR, WRI GHT: Thank you, M. Chairman.
2 To follow the date order of these docunents --
3 Il wll wait until you have them Thanks.
4 MR PERKO M. Chairman, if | could get
5 clarification as to what the nunbers are for which
6 docunent .
7 CHAl RVAN GRAHAM W are going to do that in a
8 second.
9 MR, PERKGO  Ckay, sorry.
10 MR WRIGHT: | was just waiting until we had
11 t hem
12 Just to follow the date order, there is an
13 exhibit titled -- or the description is 5/10/2017
14 Board P-2021 wor kshop excerpts.
15 CHAl RVAN GRAHAM  |s that 102?
16 MR WRIGHT: | would |like that to be 102, M.
17 Chai r man.
18 CHAI RMAN GRAHAM  Ckay.
19 (Wher eupon, Exhibit No. 102 was marked for
20 I dentification.)
21 MR, WRIGHT: And the other is 7/12/2017 P-2021
22 Process Update and Recomrended Actions, also
23 excerpts, | would like that to be No. 103.
24 CHAl RVMAN GRAHAM Al |l right.
25 MR, WWRI GHT: Thank you.
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1 CHAl RVAN GRAHAM  That will be the case.

2 (Whereupon, Exhibit No. 103 was marked for

3 I dentification.)

4 MR, VWRI GHT: And ny understanding is that

5 these entire docunents are treated by Sem nol e as
6 confidential, and for that reason |I did not

7 endeavor to mark themas such. | wll get with

8 M. Perko, and we wll figure out what's what after
9 the hearing in terns of confidentiality.

10 CHAI RMVAN GRAHAM  You know you suffer the

11 wath of Mary Anne yelling at you again, right?

12 MR, WRI GHT: Yes, sir.

13 CHAI RMAN GRAHAM  Ckay.

14 MR WRIGHT: | amtrying to respect the other
15 side's confidentiality claimand do the best we

16 can, M. Chairman. Thank you.

17 CHAI RMVAN GRAHAM  Proceed, M. Wi ght.

18 MR, VWRI GHT: Thank you.

19 BY MR WRI GHT:
20 Q Do you have what has now been marked for
21 identification as Exhibit 102, that's the May 10 board

22  workshop excerpts?

23 A Yes.

24 Q Thank you.

25 | would like to ask you to turn to first
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1 nunbered page 34. | think it's the third -- third or
2 fourth page in. |It's the fourth page in. The page
3 nunber is in the bottomleft.
4 A Yes.
5 Q Are you with ne? Ckay.
6 This shows -- appears to show portfolios
7 presented to a March workshop of the Sem nole board, is
8 that correct?
9 A Yes.
10 Q Is it correct that there is nothing here
11 showi ng anyt hi ng about the all PPA portfolio, the
12 no-build risk all PPA portfolio?
13 A Yes. There is nothing on that -- on this page
14 for that.
15 Q Thank you.
16 On page 35, is the -- on the left side, there
17 I's sonething called the no new build portfolio. |Is that
18 the no -- no-build risk all PPA portfolio?
19 A Yes.
20 Q Thank you.
21 | would like to ask you to turn to page 44.
22 This -- this appears to show nenber rate conparison
23 projections froma prior financial forecast versus the
24 SGS t wo- by-one portfolio?
25 A That is correct.
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1 Q kay. |Is the left-hand bar in each pair of

2 bars in the bar graph, is that the rates based on the
3 2017 March financial forecast?

4 A Yes, it is.

5 Q I f you know, is the value shown in the bar at
6 the very far left side, and treating the nunbers

7 confidential, is that the current rate paid by nenbers

8 on an average dol |l ars per nmegawatt hour basis?

9 A Appr oxi mat el y.
10 Q And the correspondi ng bar with the SGS
11 t wo- by-one portfolio shows the -- what would occur if

12 the SGS two-by-one portfolio were adopted, correct?

13 A Based on this financial forecast, yes.

14 Q VWll, is the -- this says SG -- 2017 March FF,
15 which | interpret to be financial forecast; correct?

16 A That is correct.

17 Q Versus the SGS two-by-one portfolio, correct?
18 A That is correct.

19 Q So the red nunbers there, are the projected

20 costs for the SGS two-by-one portfolio?

21 A At the tinme of this analysis, yes.
22 Q Thank you. GCkay. Thank you.
23 And | would like to ask you nowto turn to

24 page 54. This shows the projected nenber rates in

25 dol l ars per negawatt hour for three portfolios, correct?
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1 A Yes, it does.

2 Q Those are the SGS two-by-one shown in yellow

3 or orange, correct?

4 A Yes.

5 Q The clean -- looks like a typo, | think CCP/CC
6 should be CPP/CC?

7 A Yes, | believe so.
8 Q kay. And that's shown in blue. And then the
9 limted build risk, Shady Hills, is shown in what

10 appears to be sonething |ike purple, correct?

11 A Yes.

12 Q I f you | ook, please, at page 55. That shows
13 the sanme information presented in bar graph form

14 correct?

15 A Yes.

16 Q And pages 56 and 57 show essentially the sane
17 information for different tinme periods, correct?

18 A Yes.

19 Q Actual ly, the page 55 shows it for 2018 to

20 2027, and then the next two showit for '28 through '37

21 and ' 37 through '51; correct?

22 A Yes.

23 Q Thank you.

24 CHAl RMVAN GRAHAM M. Wight, is your

25 intention to use these sane exhibits for other
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1 W t nesses?

2 MR WRIGHT: At this point, I amnot sure, M.
3 Chairman. | would have to give you a qualified

4 maybe.

5 CHAl RVAN GRAHAM  No, | just -- | just wanted
6 to nake sure, M. Ward, as we are nunbering this,

7 i f you woul d make sure you nunber your copies as

8 wel |l just in case the next witness has got to pull
9 the information up.

10 THE W TNESS:. Yes, sir.

11 CHAI RMVAN GRAHAM  Thank you.

12 BY MR WRI GHT:

13 Q | would like to ask you to | ook now at what's
14  been marked as Exhibit 103?

15 A Coul d you give ne one mnute? | want to neke

16 sure everything i s nunbered correctly.

17 Q O course, M. Ward.

18 A Thank you.

19 Q Thank you.

20 And this is excerpts fromthe July 12th, 2017,

21 Process Update and Recomrended Actions, correct?

22 A Yes.

23 MR, WRIGHT: And by the way, M. Chairman, |

24 have three copies of the conplete docunent. |If

25 Sem nol e or you wish to i nvoke optional
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1 conpl eteness, | can get nore nade el ectronically or

2 ot herw se, but they are, you know, five-eighths of
3 an inch thick, and they are all color, so | only

4 brought three copies wth ne.

5 CHAl RVAN GRAHAM  We wil | take that up at the
6 end of M. Ward's testinony.

7 MR, VWRI GHT: Thank you.

8 BY MR WRI GHT:

9 Q Again, | would like to ask you to turn

10 inside -- this is the third page in, counting the cover
11 page as page one. It's nunbered page 16 in the

12 docunent. This shows presentation of three portfolios,

13 correct?

14 A Yes, it does.

15 MR, PERKG | apol ogi ze, Your Honor, ny --
16 unl ess I am | ooking at the wong docunent, | don't
17 have that page.

18 MR WRIGHT: It's the docunent with a

19 description titled 7/12/2017 P-2021 Process

20 Update -- and Reconmended Acti ons.

21 MR. PERKO  Thank you --

22 MR, WRIGHT: -- and Recomended Acti ons.
23 MR. PERKG | have got it now.

24 MR, VRI GHT: Ckay.

25 BY MR WVRI GHT:
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1 Q And so page 16 shows -- is headed May Wor kshop

2 Portfolios, correct?

3 A Yes.

4 Q And this shows information on the three

5 portfolios, SGS two-by-one, limted build risk Shady

6 Hlls, and CPP/CC, correct?

7 A Yes.

8 Q | can hand you the conpl ete docunent, but it

9 appears to nme there was not any presentation on the all
10 PPA portfolio at this presentation to -- correct?

11 A That is correct.

12 Q Thank you.

13 A The board nmade the determi nation, prior to

14 this presentation, that the all -- the no-build risk was
15 not a opportunity -- not a portfolio that they wished to
16 pursue based on reliability and overall cost.

17 Q And is it then also correct that there was no
18 presentation of the no-build risk all PPA portfolio to
19 the board when it nmade its decision on Septenber 27th,
20 20177

21 A Yes. And that was also after this workshop,
22  which previous to this workshop, the board had nmade the
23 determ nation, based on overall cost and overall

24 reliability risk, to renpve that from contention

25 Q Thank you.
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

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



108

| would like to ask you about nunbered page

2 20. That shows the base case rate inpacts of the three
3 portfolios, correct?
4 A Yes.
5 Q Page 23 presents sensitivity definitions?
6 A Yes.
7 Q And | want to focus briefly on the pessimstic
8 scenario. That was a conbination of |ow | oad growh
9 with high gas prices, correct?
10 A That is correct.
11 Q Is it correct that you did not do a separate
12 evaluation of just the low | oad growth scenario?
13 A That is correct.
14 Q And the results of the analyses with the
15 pessimstic -- well, the results of the anal yses under
16 all the portfolios are shown in the bar graphs on page
17 24, correct?
18 A Yes.
19 Q And then page 25 shows the projected nenber
20 rate conparisons for the pessimstic scenario, again for
21 the three portfolios we've been discussing, correct?
22 A Yes.
23 Q Thank you.
24 MR, WRI GHT: Just a nonent, M. Chairnman, |
25 have got a couple nore exhibits.
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1 CHAI RVAN GRAHAM  Sur e.
2 MR WRIGHT: M. Chairman, | would ask that
3 the smaller confidential exhibit be marked as No.
4 104.
5 CHAl RVAN GRAHAM  Have you got a nane for nme?
6 MR WRIGHT: Yes, sir. Deposition of M chael
7 P. Ward excerpt, pages 63, 64.
8 (Wher eupon, Exhibit No. 104 was marked for
9 I dentification.)
10 MR, PERKO  Conmmi ssioner, if | am not
11 m staken, | believe this is already Exhibit No. 99.
12 CHAl RMAN GRAHAM  That's all right. W wll
13 deal wth it.
14 MR WRIGHT: Do you want to go ahead and take
15 it as 104?
16 CHAl RMVAN GRAHAM We will take it as 104, and
17 we will decide if we are going to put it in or not
18 when - -
19 MR, WRIGHT: That's fine. | believe M. Perko
20 IS correct.
21 CHAI RMVAN GRAHAM  kay, that's fine.
22 MR, VWRI GHT: Thank you.
23 CHAl RVAN GRAHAM W don't | ose any noney by
24 putting anot her exhibit nunber on it.
25 MR WRIGHT: And fortunately, the confidential
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1 information on this exhibit is, in fact,
2 hi ghl i ght ed.
3 CHAI RMVAN GRAHAM  And so the one that's not
4 confidential, it's going to be 1057
5 MR WRIGHT: Correct.
6 CHAI RMAN GRAHAM  And your title for that one?
7 MR WRIGHT: PSC Conparative Rate Statistics
8 for Electric Utilities as of 12/31/2016.
9 CHAI RMAN GRAHAM  Ckay.
10 (Wher eupon, Exhibit No. 105 was marked for
11 I dentification.).
12 BY MR WRI GHT:
13 Q M. Ward, you pretty nmuch confirmed this by a
14 response to a question | asked you about one of the
15 ot her exhibits, but the value that's shown on pages 63
16 and 64, first at line two on page 63, and |ine nine of
17 page 63, is the approximate current cost of whol esale
18 power expressed in dollars to negawatt hour to
19 Sem nol e' s nenber co-ops, correct?
20 A Yes.
21 Q And that nunber appears a few tines on page
22 64. Then on line 18 of page 64, | believe you agreed
23 that the percentage that that val ue represents of 1,000
24 kWh Wt hl acoochee River Electric Co-op bill is the
25 nunbers shown in line 18, correct?
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1 A Yes.

2 Q Thank you.

3 | would like to ask you a few questions about
4 No. 105, please. And you have seen this before?

5 A Yes.

6 Q This is a Public Service Conm ssion report of
7 conparative rate statistics, and I amjust going to ask
8 you sone questions about where the retail rates of the

9 menber consuners served by Sem nol e's nenber co-ops

10 stack up against other utilities in Florida.

11 You will agree that the two co-ops in Florida

12 with the | onwest --

13 MR, PERKO M. Chairman, | guess | am goi ng
14 to object to relevance. | amnot sure howthis is
15 pertinent to the issues in the case.

16 CHAl RVAN GRAHAM | wi Il allow the question.

17 MR, WRI GHT: Thank you, M. Chairnman.

18 BY MR WRI GHT:

19 Q This shows the conparison of what we call the
20 1,000 kWh residential bill for all Florida electric

21 utilities, correct?

22 A Can you tell nme what page you are referring to
23 her e?

24 Q Thank you. | am |l ooking at the | ast page of

25 t he docunment, 8-10.
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1 A Thank you.

2 Q And thank you for keeping ne straight.
3 You agree that the 1,000 kW residential bill
4 Is a standard yardstick for conparing utility rates,

5 correct?

6 A For conparing retail rates, yes.
7 Q Retail rates, correct.
8 You will -- will you agree that the two

9 cooperatives in this table with the |lowest rates are
10 Fl ori da Keys at nunber two, and Lee County Electric at

11 nunber ni ne?

12 A | believe Lee County is at nunber eight.

13 Q You are correct. Thank you.

14 And those are not Sem nol e nenber co-ops, are
15  they?

16 A That is correct.

17 Q And so the Sem nole nenber with the | owest

18 rates is Clay Electric at 23, correct?

19 A That is correct.

20 Q And next is Sunter at 28?

21 A That's correct.

22 Q And Okef enokee is not a Sem nol e nenber co-op,

23 isit?

24 A No, they are not.

25 Q And neither is Choctawhatchee or Gulf Coast,
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1 correct?

4 going fromlowest to highest is Wthlacoochee at No. 39,

5 correct?

10

11

12

13

14 correct?

15

16

17 correct?

18

19

20

21

22

23

24

25 Sem nol e nenber co-op, correct?

A

Q

A

> O >» O » O

Q

A

Q

o » O » O

That is correct.

So the next Sem nol e nenber co-op as we are

Correct.

Suwannee Valley at No. 41, correct?
Yes.

Tal qui n at 44?

Yes.

Central Florida at 45, correct?
Yes.

West Florida is not a Sem nol e nenber,

That is correct.

Peace River, at 49, is a Sem nol e nenber,

Yes.

Tri-County at 50 is a Sem nol e nenber?
Yes.

And d ades at 517

Yes.

Thank you.

And then Escanbia R ver at 54 is not a
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1 Yes.

2 Q Thank you.

3 You testified in your deposition that it's

4 your opinion that Sem nole's wholesale rates are

5 conpetitive. Do you recall that exchange?

6 A Yes.

7 Q And on what -- what conparison basis do you

8 make that statenent?

9 A | make that statenment based on the val ue that
10 Sem nol e provides based on the ability to provide

11  service to our nenbers, given that a cooperative

12 covering a rural area, |arger geographic area, |ower

13 density and being able to provide the service that the
14  custoners need, that that becones a -- that we provide a
15 conpetitive rate for that.

16 Q Did you nake that statenent on the basis of a
17 conpari son to ot her whol esal e power costs in Florida?

18 A Yes.

19 Q Ckay. And when | asked you in your

20 deposition, what -- what, if any, specific power

21 pur chase agreenents did you | ook at as the basis for

22 t hat conpari son?

23 MR PERKO | amnot sure this is a proper use
24 of deposition. This is -- it's typically used for
25 I npeachnent, if the wi tness says sonething
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1 different than they said in deposition. He hasn't
2 asked a question yet --
3 MR WRIGHT: Well --
4 BY MR WRI GHT:
5 Q I n your deposition, did you tell ne that you
6 had nade a conparison of your whol esal e power rates to
7 ot her whol esal e power rates in Florida?
8 MR, PERKO M. Chairman, if he could ask the
9 predi cate question and then he can use the

10 deposition to i npeach the witness. This is

11 I nproper use of his recollection of what the

12 deposi ti on says.

13 CHAl RVAN GRAHAM M. Wi ght.

14 MR WRIGHT: | wll restate. Thank you.

15 CHAl RVAN GRAHAM  Sure.

16 BY MR WRI GHT:

17 Q Did you base your statenent on a conparison of
18 Semnole's whol esale rates to ot her whol esal e power

19 costs in Florida?

20 A Yes.

21 Q Can you nane a specific whol esal e power

22 pur chase agreenent that you used as a basis for

23 conpari son to make that statenent?

24 A A specific agreenent, no.

25 Q Did you review any investor-owned utilities
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1 cost of service study to attenpt to identify their bul k

2 power costs?

3 A No.

4 Q Thank you.

5 WIIl you agree that the rate inpacts of the
6 Cean Power Plan portfolio will be greater if, other

7 things equal, sales are | ess than projected?

8 A Yes. | would agree the rate inpact of any
9 plan would -- would be greater if sales are | ess than
10 projected. | don't think that's exclusive to the C ean

11 Power PI an.

12 Q Isn't that true largely with respect to the
13 fixed cost conponents of the -- of any given plan?
14 A Yes. And all the plans we reviewed had fi xed

15 costs, including purchase power agreenents, which have
16 demand charges, which are fixed costs, so that rate

17 | npact would -- would be greater if sales were | ower.
18 Q If | oad does not naterialize, it's easier to
19 get out of a five-year PPA than a 30-year tolling

20 agreenent, isn't it?

21 A Yes.
22 Q And sane question with respect to owning a
23 |ife-of-the-plant unit such as the SCCF. |If you were

24 serving load with a five-year PPA, or a 10-year PPA,

25 iIt's easier to get out of that than it is the ownership
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1 of a power plant, is it not?

2 A Yes.
3 Q WIl you agree that to provide power at the
4 | onest feasible cost is roughly equivalent to providing

5 power using the nost cost-effective alternatives?

6 A Yes.
7 Q Who in your conpany is nost famliar wth your
8 rates and billing?
9 A That's likely our rate departnent.
10 Q Ckay. Who anong the witnesses in this case
11 are nost famliar with your rates and billing?
12 MR. PERKO Again, M. Chairman, | just fail
13 to see the relevance to any of the issues in this
14 case.
15 MR WRIGHT: It goes to nenber rates and the
16 I npact thereon, M. Chairman.
17 CHAl RVAN GRAHAM | wi Il allow the question.
18 THE WTNESS: | have think the w tnesses --
19 any -- nost of the witnesses can talk about it at a
20 high level; but a detailed |level of the exact rate
21 cal cul ation, none of the wtnesses are in that area
22 of operation for Sem nole Electric.
23 MR WRIGHT: M. Chairman, | believe this is
24 106.
25 CHAl RVAN GRAHAM  Correct.
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1 MR, VRl GHT: The short title is WREC Bill s,

2 Tul k and Daly.

3 (Wher eupon, Exhibit No. 106 was marked for
4 I dentification.)

5 CHAI RVAN GRAHAM  COkay, M. Wi ght.

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

7 The w tness appeared to be studying the

8 exhibit, so |l was giving himtinme to do so.

9 Thanks.

10 BY MR WRI GHT:

11 Q Do you ever have occasion to see the bills of
12 | ower case nenber consuners?

13 A Cccasional |y, yes.

14 Q Ckay. Now, | know you have seen these,

15 Dbecause we tal ked about them at your deposition.

16 A That's when | have seen them

17 Q Ckay. M question for you is, is there any

18 way, looking at this bill, to tell how nmuch of this bil
19 I's anmounts paid to Sem nole by Wthlacoochee?

20 MR PERKO M. Chairman, | am going to object
21 to this. This -- there is lack of foundation as to
22 what this docunent is, whether it's authentic. He
23 hasn't established any foundation to ask any

24 guesti ons about this docunent.

25 CHAl RVAN GRAHAM M. Wi ght.
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1 MR, WRIGHT: M. Chairman, we furnished these
2 docunents to the other side early in this process
3 for purposes of establishing that M. Tulk and M.
4 Daly are nmenber consuners of Wthlacoochee River
5 El ectric Cooperative. This goes to their rates,
6 and what custoners know about their rates. | think
7 it's conpletely rel evant.
8 MR. PERKOG It may be rel evant, Your Honor,
9 but it has not been authenticated. | don't know
10 where this docunent cane from | don't know if
11 it's conplete. | don't knowif it's a true bill to
12 those -- those individuals. |If he -- he could have
13 brought themto testify to authenticate these
14 docunents. | don't know what this is.
15 CHAl RMVAN GRAHAM M. Wight, | agree with
16 M. Perko, unless you show sone foundation to this
17 docunent .
18 Do you want to take a couple m nutes and think
19 it through?
20 MR WRIGHT: | would, M. Chairman. Thank you
21 very much.
22 CHAI RMAN GRAHAM  Sure. Let's take a break
23 for about three mnutes. That clock in the back
24 says 18 after. W wll conme back at 21 after.
25 MR. PERKO  Thank you, Your Honor -- M.
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1 Chai r man.

2 (Brief recess.)

3 CHAl RVAN GRAHAM  Ckay. M. Wight, you have
4 the floor.

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

6 M. Chairman, | amgoing to wthdraw 106. You
7 can either unnunber it or leave it nunbered and not
8 enter it.

9 CHAl RVAN GRAHAM  We will just |eave it

10 nunber ed.

11 MR WRIGHT: That's fine. Thank you.

12 BY MR WRI GHT:

13 Q M. Ward, do you have a general inpression as
14 to what the trend has been with respect to the cost of
15 conbustion turbines, say, in terns of dollars per

16 kil owatt?

17 A | would say rising slightly would be the

18 trend.

19 Q Thank you.

20 And over what tinme period?

21 A Over the last five to 10 years.

22 Q Thank you.

23 In terns of long-termresource planning, is it

24 Sem nole's objective to mnimze costs subject to

25 nmeeting reliability criteria?
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1 A Yes.

2 Q Do you participate in preparing the conpany's

3 ten year site plans?

4 A | have not previously, but I will be noving

5 forward.

6 Q Thanks.

7 This relates to a question | asked you a

8 little bit ago, and it relates to the percentage val ue

9 that we tal ked about on page 64 of your deposition. You
10 don't really need to look at it.

11 My question is sinply this: Could we take the
12 nunmeric dollar value that you agreed is the approxinate
13 cost on pages 63 and 64 and use that to cal cul ate

14 approxi mat e percentages of other co-ops as we did for

15 W thl acoochee?

16 A Approxi mately, yes.

17 Q Thank you.

18 WI 1l you al so agree that your whol esale rate
19 In 2016 was conparable to the current rate?

20 A Yes.

21 Q Is it -- is it your understanding -- and | am
22 not asking you to go into the legalities of contracts,
23 but is it your understandi ng that each nenber

24  cooperative of Semnole is obligated to pay for all the
25 power supply costs that are billed to it by Sem nol e?
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1 A Yes.
2 Q Can you tell us how long the current -- well,
3 do | have it right that each nenber has a separate
4 contract with Sem nol e?
5 MR, PERKO hjection. | think it calls for a
6 | egal conclusion. M. Ward is not a | awer.
7 BY MR WRI GHT:
8 Q M. Ward, you are the Vice-President -- one of
9 the Vice-Presidents of the conpany, are you aware of
10 docunents that are -- that appear to you to be contracts
11 bet ween bul k power -- whol esal e power contracts between
12 Sem nol e and each nenber cooperative?
13 A Yes.
14 Q And does each such nenber cooperative have
15 such a docunent reflecting its agreenent with Sem nol e?
16 A | believe each -- each nenber is signatory to
17 that type of docunent.
18 Q Thank you.
19 Can you tell us, w thout breaching any
20 confidentiality obligation, what the current expiration
21 date of those agreenents is, to the best of your
22 know edge wi t hout asking for you a | egal conclusion?
23 A | believe the expiration is approxi mately
24  2051.
25 Q Thank you.
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1 To the best of your know edge, in the anal yses
2 that led to the selection of the Cean Power Plan, did

3 you or your team consider any portfolios that all owed

4 the start date of the SCCF to be |ater than 20217

5 A No, we did not have any offers that all owed

6 the start date of Sem nole Conbined Cycle Facility any

7 | at er than 2021.

8 Q Sanme question with respect to the SHCCF in

9 2022, which | understand to be its in-service date?

10 A That's correct. But | would like to correct
11 one thing that | just said, because our initial analysis
12 was 2021, and we did negotiate end of 2022, 2023 start
13 date for Sem nole Conbined Cycle Facility.

14 Q Thank you.

15 There are a |lot of nunbers there. |Is the SCCF

16 now scheduled to come on line at the end of 20227

17 A Yes.
18 Q Thank you.
19 Did you attenpt to negotiate for dual fuel

20 capability for the SCCF?
21 A No, we did not.
22 Q Did you attenpt to negotiate for dual fuel
23 capability for the SHCCF?

24 A No, we did not.
25 Q Is it correct that none of the portfolios were
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1 designed to inprove fuel supply reliability?

2 A No, that is not correct. Fuel supply

3 reliability was a factor in determning the portfolios,
4 and securing firmtransportation service for any natural
5 gas-fired facility was part of this analysis and

6 portfolio design, which we are pursuing with all three

7 I nterstate pipelines.

8 We al so mai ntai ned one coal unit in service to
9 allow for fuel diversity. And we also operate and have
10 contracts with secondary fired fuel for units that we

11 have existing in service, and will during the tinmefrane
12 of these portfolios.

13 Q At your deposition -- and | can show you the
14 page, it's page 137 -- | asked you the question: "Wuld
15 you agree that Seminole's CPP/CC portfolio was not

16 primarily designed to inprove the fuel supply

17 reliability," question mark.

18 Answer: "None of the portfolios were designed
19 to inprove fuel supply reliability.”

20 | just want to know what your answer is today.
21 A Yes, sir. M answer stands, and the question

22  you asked --

23 Q The one you gave a m nute ago or not?

24 A Both of them actually.

25 Q Ckay.
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114 W. 5th Avenue, Tallahassee, FL 32303

1 A The question you asked during nmy deposition
2 was the portfolio primarily designed to increase fue
3 diversity. And the prinmary design of the portfolio was
4 not fuel diversity. It was one of the factors that we
5 took into account. Cost-effectiveness was the primary
6 factor for design of the portfolios.
7 Q Ckay. So in your deposition answer, you |eft
8 out the word primarily but --
9 A No, sir, it was in your question in the
10 deposi tion.
11 Q Ckay. W th your proposed portfolio, it is
12 correct, is it not, that there wll be a single |ateral
13 serving the SCCF?
14 A That's correct.
15 Q Thank you.
16 And that -- that will conme off the FTT |ine?
17 A Yes.
18 MR, VWRIGHT: One mnute, M. Chairmn.
19 CHAl RVAN GRAHAM  Sure.
20 MR, WRI GHT: Thank you for the brief
21 interlude, M. Chairman. And thank you for your
22 time, M. Ward. | don't have anynore questions for
23 you.
24 CHAI RMAN GRAHAM  Thank you, M. Wight.
25 Staff.
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1 MS. DZI ECHCI ARZ: W have just a few
2 guesti ons, Chairnman.
3 EXAM NATI ON
4 BY Ms. DZI ECHCI ARZ:
5 Q Good norning, M. Ward.
6 A Good nor ni ng.
7 Q The sane qualifications, just like the
8 deposition that M. Wight gave you. |[|f you need ne to
9 clarify or restate anything, or rephrase, please just
10 | et me know.
11 A Thank you.
12 Q Staff just has a few questions for you. The
13 first line related to fuel diversity.
14 So subject to check, is Sem nole's current
15 generating fleet, including its own generation and
16 purchase power, natural gas-fired for approxi mtely
17 67 percent of its total winter net capacity as of w nter
18 20177
19 A Based on capacity, subject to check, that
20 seens a little high, but it's probably close, for -- for
21 capacity. For energy, it's significantly |ower.
22 Q kay. But you would say for the owned
23 generation purchase power, it's -- 67 percent is the
24 bal | par k?
25 A Bal | park, yes.
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1 Q Ckay. Thank you.
2 And agai n subject to check, the addition of
3 the proposed new conbined cycle units and the retirenent
4 of the one SGS coal unit would cause Sem nol e's
5 generating fleet to be natural gas-fired for
6 approxi mately 81 percent of its total net capacity as of
7 wnter 2022, correct?
8 A For total capacity, that's -- that is probably
9 a ballpark figure. And for energy, it would be | ower
10 than that.
11 Q Sock. So by adopting the CPP/CC portfolio,
12 Semnole is reducing the overall fuel diversity of its
13 generating fleet and becom ng nore dependent on natura
14 gas, is that correct?
15 A We are becom ng nore dependent on natural gas,
16 that is correct. And we are commensurate with ot her
17 generating utilities wwthin the Florida Peninsul a.
18 Q kay. And then simlar to Attorney Wight's
19 line of question, was Semnole -- did Sem nol e sel ect
20 the portfolio the CPP/CC portfolio to primarily address
21 a fuel supply reliability need?
22 A That was not the prinmary reason that we
23 selected that portfolio. The primary reason was
24  cost-effectiveness, and | owest cost power supply to our
25 menbers. Fuel supply diversity was -- was one of the
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

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



128

1 factors that we wei ghed during the anal ysis.

2 Q Okay. And then over the first 10 years of the
3 study period, is the -- isn't the no-build risk all PPA
4 portfolio the | east cost portfolio for the first 10

5 years?

6 A Approximately for the first seven years, that
7 Is correct. At about the seven-year point, the

8 cost-effectiveness starts to go away, but it also

9 I ncreases ri sk because projecting out into the future,
10 we don't know what costs will be.

11 Q Ckay, thank you.

12 And coul d you explain why the utility is

13 choosing to build the Sem nol e Conbined Cycle Facility
14 I n 2022 versus delaying this facility and neeting its
15 needs w th purchase power agreenents?

16 A W' ve chosen to do this because we have a

17  conpetitive market for -- conpetitive market offer from
18 the original equipnent manufacturers and engi neering,

19 procure and construct conpanies to build the unit in

20 that timefrane.

21 The | onger you go in the construction industry
22 in time, you introduce significant risk, and we woul d
23 not be able to say with certainty that we would have

24  that sanme available cost in another seven to 10 years.

25 Q Ckay. Thank you, M. Ward.
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1 MS. DZI ECHCI ARZ: Staff has no nore questions.
2 CHAl RVAN GRAHAM  Commi ssi oners, any questions
3 of M. Ward?
4 Conmm ssi oner Pol mann.
5 COMWM SSI ONER POLMANN:  Thank you, M.
6 Chai r man.
7 M. Ward, immediate followup to the question
8 that you just answered. On the construction, in
9 that market risk with regard to costs, would you
10 agree that there are -- there have been
11 ci rcunstances known wthin the history of the EPC
12 mar kets, construction market, in general, within
13 the tinmefrane of five years, 10 years or |onger,
14 where, in fact, devel opnent costs, construction
15 costs have not increased and, in fact, have gone
16 down?
17 THE WTNESS: Yes, sir, | would agree with
18 t hat .
19 COMM SSI ONER POLMANN:  And coul d you tell us
20 again what is the tinefrane? Did you nention 2022,
21 Is that correct, sir?
22 THE WTNESS: That is currently the schedul ed
23 timefrane, yes, sir.
24 COMM SSI ONER POLMANN: Do you have a certainty
25 that -- that beyond that tinmefrane, the cost for
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

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



130

1 devel opnment of the facility that you are
2 considering would, in fact, increase?
3 THE WTNESS: W do not -- we do not have
4 certainty. No, sir.
5 COW SSI ONER PCLMANN:  Ckay. M. Chairman, |
6 have a nunber of questions, should | just proceed,
7 or would you like to --
8 CHAI RMVAN GRAHAM  Trudge on.
9 COMWM SSI ONER POLMANN:  Go back and forth here?
10 Ckay. Thank you.
11 M. Ward, were you part of the discussion
12 process that led to the decision to cl ose one of
13 your coal facilities?
14 THE WTNESS: Yes, sir, | was.
15 COMWM SSI ONER POLMANN:  And there have been a
16 nunber of questions here fromM. Wight and staff
17 on the various factors of this change in your
18 portfolio regarding primary factors, and so forth.
19 So wth regard to change -- to closing the
20 coal unit, what you would describe as the primry
21 factors in that consideration, closing that unit?
22 THE WTNESS: Wen we | ooked at the entire
23 portfolio, and | ooked at that -- at the opportunity
24 of renoving one of those units from service, and
25 capitalizing on high efficiency gas turbines
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1 avai |l abl e through the Sem nol e Conbi ned Cycle
2 Facility and the Shady Hi |l s Conbi ned Cycle
3 Facility Tolling Agreenent, the primary decidi ng
4 factor holistically was cost-effectiveness for the
3) menber s.
6 COMWM SSI ONER POLMANN:  Thank you.
7 | have -- | have heard, seen the phrase used,
8 in fact, M. Perko used it, | believe, in
9 I ntroductory remarks today, and if | recall, the
10 phrase is nost cost-effective and risked -- and
11 ri sk- managed portfolio.
12 THE W TNESS:. Yes, sir.
13 COMM SSI ONER POLMANN:  And | bel i eve
14 cost-effectiveness, the -- the netric is net
15 present val ue revenue requirenent. Do |I have that
16 correct? |Is that your understandi ng?
17 THE W TNESS:. Yes, sir.
18 COMM SSI ONER POLMANN:  So nobst cost-effective
19 IS a net present value revenue requirenent. Could
20 you pl ease explain, in ternms of risk-nmanaged, is
21 that al so the best risk-nmanaged, or nost
22 ri sk-managed? Wat -- what is the netric for the
23 ri sk- managed si de of that phrase?
24 THE W TNESS: Fromthe risk-nmanaged side of
25 that phrase, sir, we -- we incorporate a nunber of
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I tens.

One is the diversity of power supply.

Two i s bal ancing short-termcost risk and
| ong-termcost risk. And the portfolio folds in
short-term purchase power agreenents that
capitalize on | ower short-term costs and staged
Sem nole for the future for any changes in market
condi tions, possibly |Iower cost solar or renewabl e
generation in folding nore of that into our
portfolio. W do include solar generation in our
portfolio, capitalizing on that possibility and
availability for our nenbers.

We also |look at the risk of unknown regul atory
constraints. The C ean Power Plan was introduced
early on during our analysis process, and carbon
em ssions are always a regulatory risk, so that
becones part of the risk calculus. Those are just
a couple of the risk areas that we | ook at.

We al so | ook at operational risk. And as |
stated, we have a unique systemin that we have to
be able to transmt generation -- transmt energy
to our -- our load. And we have a | oad and
generation in five different bal ancing areas. So
we have a risk to transfer that energy, and we have

to balance that wth the appropriate resources

Premier Reporting

(850) 894-0828 Reported by: Debbie Krick

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



133

1 wi thin our portfolio.
2 COMM SSI ONER POLMANN:  It's clear to ne on the
3 cost-effectiveness that there is a known netric of
4 dol lars, and the cal cul ati on of net present val ue
5 Is pretty straightforward. The revenue requirenent
6 is a known nethod. You obviously have costs --
7 capital and operating costs have to be paid, and
8 you have a fixed set of custoners and so forth.
9 But on the risk factors you just described, many of
10 t hose seemto be qualitative, or unknown in sone
11 sense that you are al nost specul ati ng, you know,
12 the carbon issue, or regulatory factors are truly
13 unknown. So how do you quantify those to cone up
14 with the best?
15 THE WTNESS: Well, we -- we did go through a
16 process of trying to weight those itens, and -- and
17 we -- as a group, we identified those risk areas
18 and i ndependently wei ghted them and then
19 col l ectively brought that together as a group.
20 COMW SSI ONER POLMANN:  And you say as a group.
21 So who is the group? |Is that a staff of
22 managenent ? Consultants --
23 THE WTNESS: It is.
24 COMM SSI ONER POLMANN:  -- your board? W is
25 i ncluded in that group --
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1 THE WTNESS:. Included -- | amsorry, sir.

2 I ncl uded in that group are all of the
3 W tnesses you wll see during this hearing, as well
4 as the nenbers of the executive staff of Sem nol e,
5 as well as the board nenbers. They were presented
6 with all of those anal yses, and they participated
7 in the -- the analysis of those risks.
8 COMM SSI ONER POLMANN:  Now, is there, in that
9 process, and in particular including the Sem nole
10 board, do you -- do you start that process with
11 everything on the table, or do you start with
12 everything on the table with a teamthat then kind
13 of narrows it down, by the tinme you get to the
14 board there is a short list? Could you kind of
15 descri be that process for us?
16 THE WTNESS:. Yes, sir, | would be happy to.
17 This process, as | said, took |onger than two
18 years to do, and it was a robust process. It
19 started wth everything on the table, and we
20 presented everything to the Sem nole board. The
21 entire teamreviewed it, and the Sem nol e board was
22 privy to all of that information.
23 We did continue to narrow that down, analyze
24 those resources individually, and then holistically
25 in portfolios. And we -- we did narrow those down
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1 to short lists. The board concurred with those

2 deci sions and were a part of the process of
3 anal yzing, not only the cost-effectiveness, but the
4 risk involved in that, and their decision was the
5 final decision.
6 COMM SSI ONER POLMANN: I n discussion with M.
7 Wight, and in the confidential Exhibit 103, if you
8 recall, that concerns sone conmmuni cation before
9 your board. You had nentioned in response to a
10 question, | believe he had asked about the no-build
11 portfolio and it being renoved from consideration
12 earlier in 2017.
13 THE W TNESS: Yes, sir.
14 COW SSI ONER PCLMANN:  He was | ooking at a
15 docunent later in the sunmer, and then he nade
16 reference conversationally within his question to a
17 Sept enber presentation, and so forth. And he noted
18 that the no-build portfolio was -- was not
19 i ncl uded - -
20 THE W TNESS:. Yes, sir.
21 COMM SSI ONER POLMANN:  -- later in that 2017
22 presentation, and he questi oned whet her that
23 no- buil d had been renoved.
24 Coul d you el aborate for us the process by
25 whi ch your portfolio selection then, with your
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board consi deration, had narrowed that down? And
why was that no-build -- | amsaying why in terns
of how that decision cane about that the no-build
portfolio was elimnated from consi deration?

THE WTNESS: Yes, sir

The -- the primary reason that portfolio was
el imnated was cost-effectiveness. That was --
that was the top criteria. That -- that is what
drove the deci sion.

We did |ook at -- there were operational risks
because of the resources avail able, and how we had
to make the nost cost-effective portfolio just from
a generation cost perspective. W had significant
operational risk because of where the resources
were | ocated, and having to get that energy to our
menber | oad.

So those two -- the nunber one being the
cost-effectiveness, and then adding in that
operational risk, the board decided to renove that
from contenti on.

COMM SSI ONER POLMANN:  Thank you.

You had indicated also in response to M.
Wight that -- and | believe your phrase was "off
system pur chases coul d possi bly be nade."

THE W TNESS: Yes, sir
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COMM SSI ONER POLMANN:  And | take that to be
through the PPA, that's what you are referring
to --

THE W TNESS:. Yes, sir

COW SSI ONER PCLMANN: - - through purchase
agreenents.

Now, you nentioned several tines that, you
know, you need the power where the custoners are
because you have a diverse, geographically
di sbursed custoner base; but then physically you
have, you know, you have production facilities that
you own at one |ocation, and then you have a
facility then at Shady Hlls, which is physically
| ocated at one, but with a tolling agreenent that
you are tal king about, but nonetheless it's a
physical plant at two locations; is that correct?

THE WTNESS: That is correct. Yes, sir

COW SSI ONER PCLMANN:  And then you have these
purchase agreenents at various other facilities at
different locations, is that -- is ny
under st andi ng --

THE WTNESS: Yes, sir. That's correct.

COW SSI ONER PCLMANN:  So you have an ability
to -- to transact for -- for power at various

| ocations. So it would be ny expectation that you
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woul d have the ability geographically to neet your
cust oner demands through power purchase agreenents,
and | -- | guess | am-- | amtrying to get a
better understandi ng of, although |I understand the
termcost-effectiveness, howthis risk issue on
neeti ng your -- your demand through PPA is not
manageabl e.

THE WTNESS: Sir, how | would answer that is
80 zero percent of our nenber load is in the Duke
Energy Florida balancing area. |f we have
excessi ve generation resources outside of that
bal anci ng area, where we cannot nmake it a network
I ntegrated resource, we have to pay additiona
transmssion -- transm ssion costs to get it from
anot her bal ancing area into the Duke Energy Florida
bal anci ng area, as well as pay the transm ssion
costs to get it to the nenbers within -- within
that balancing area. So we are -- we are adding
addi tional transm ssion costs and risk to our
menbers, because we have to go through wheeling
through multiple areas, and that's where that risk
comes in.

Then we al so have risk if we purchase
excessi ve power from outside the FRCC footprint,

and we have to take power over the Florida
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1 Interface. W are conpeting with other custoners
2 at the Florida Interface, and if there is any
3 difficulties in terns of capacity, or operational
4 I mhal ances, that could inpose a risk on us as well.
5 COW SSI ONER PCLMANN:  Ckay. | understand you
6 are the Vice-President of Strategic Initiatives.
7 THE W TNESS: Yes, sir.
8 COMM SSI ONER POLMANN:  The key word there that
9 strikes nme is strategic. And M. Perko, in his
10 i ntroductory remarks, | believe he indicated the
11 phrase strategic decision to renove one of the coal
12 units, and I amgoing to ask you, why was it a
13 strategic decision to renove a coal unit?
14 THE WTNESS:. |t was a strategic decision
15 because of the wide ranging effect it has on our
16 menbers, on their nmenber consuners, as well as our
17 enpl oyees at Sem nole Electric.
18 COMM SSI ONER POLMANN:  In that -- in that
19 phrasing, strategic decision to renove, that seens
20 like a positive. And | am-- | amlooking for why
21 it's a good idea to renove a coal unit.
22 THE WTNESS: The biggest benefit is the cost
23 benefit and the savings through this portfolio that
24 the nmenbers are afforded that -- and to the next
25 | east cost alternative, we are saving $363 nmillion
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over 30 years.

COW SSI ONER PCLMANN: | f you were to exam ne
a shorter tine period, would those -- would that
dol I ar val ue of savings be | ess?

THE W TNESS:. That could be a possibility,
yes, sir.

COMM SSI ONER POLMANN:  Okay. By elimnating
the coal, you are reducing your source -- fue
source diversity, is that correct?

THE WTNESS: Yes, sir. And we believe it's
commensurate with other utilities wwthin Florida.

COW SSI ONER PCLMANN:  Woul d you agree that
there is a distinction, or sone difference that
shoul d be consi dered between fuel source diversity
and fuel source reliability? Does that -- do you
see a difference there in diversity and
reliability?

THE WTNESS: | believe there -- there is a
difference. D versity being the various different
ki nds of fuel, whether it be natural gas, coal, oil
or nuclear -- nuclear fuel or renewables, such as
solar. The reliability being the ability to
deliver that fuel to the final source.

And | believe we've -- we've worked on fuel

deliverability and fuel reliability with this
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1 portfolio maintaining one coal unit and having
2 reliable on-site coal storage, as well as | ooking
3 at diversifying our natural gas transportation
4 portfolio so we can capitalize on all three
5 intrastate pipelines wthin the FRCC footprint.
6 COMM SSI ONER POLMANN:  So is it your opinion
7 that elimnating one of your coal units and
8 replacing that with gas has not reduced your fuel
9 reliability in any fashion?
10 THE WTNESS: Yes, sir, that is ny opinion.
11 COW SSI ONER POLMANN: M. Chairman, | w |
12 yield to Conmm ssioner Clark. Let ne review ny
13 notes here. | may have sone followup, if that's
14 all right.
15 CHAl RVAN GRAHAM M. d arKk.
16 COMWM SSI ONER CLARK:  Thank you, M. Chairnan.
17 M. Ward, if you need to defer these to other
18 i ndi viduals, just let nme know. | have got several
19 ki nd of quick questions | believe.
20 What was the -- did you set a new system peak
21 demand this January, w nter?
22 THE WTNESS: The -- yes, sir, we did.
23 COMW SSI ONER CLARK: What was that new demand?
24 THE WTNESS: | don't have the nunber right
25 off the top of ny head, sir.
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1 COW SSI ONER CLARK: Ckay. How do you

2 currently recover costs fromyour nenbers? Wat

3 does your rate structure to your whol esal e nenbers

4 | ook like? Do you sell it on just an average

5 kil owatt hour cost? Do you have a denmand and

6 ener gy conponent? How does that structure |ook?

7 THE W TNESS. W have a demand and energy

8 conponent, sir, and the -- separating out the

9 demand fixed side and the overall energy fuel side.
10 COMM SSI ONER CLARK:  What are those -- what's
11 your demand charge per kWP Is that a confidential?
12 THE WTNESS: | believe that's a confidentia
13 nunber, sir.

14 COMM SSI ONER CLARK:  But you do recover your
15 costs to your nenbers in two conponents, demand,

16 which is primarily recover the |argest portion of
17 your fixed cost, and the energy side, which

18 recovers your variable cost; is that correct?

19 THE WTNESS: That's correct. Yes, sir.

20 COMM SSI ONER CLARK:  \What happens when you

21 begin to | ook at demand si de nanagenent prograns as
22 it relates to those costs? Do those costs get

23 shifted around anpong your nenbers who i npl enent

24 dermand si de managenent prograns?

25 THE WTNESS: The -- | don't believe that cost
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1 shift happens. W do have a | arge nunber of

2 nmenbers that use denmand side nmanagenent techni ques
3 and neasures. The -- there are nenbers that don't
4 use it, so they may not have the benefit of that
5 cost reduction. But holistically, the shift -- the
6 change is, | believe, mnor. | think other
7 W t nesses nay be better to answer that
8 speci fically.
9 COW SSI ONER CLARK: Ckay. W tal ked about
10 the | oad bal ancing. You nentioned that you had
11 five -- you have five regions that you have to
12 bal ance load in. Are there disparities with the --
13 within those different areas of the anount of
14 generation resources that you have to provide --
15 what are those differences?
16 THE WTNESS: Yes, sir. As | stated, about
17 80 percent of our load is within the Duke Energy
18 Florida area. About 15 to 16 percent is within the
19 FPL bal ancing area. And then we have a four- to
20 five-percent within our hone area.
21 We al so have other resources -- generating
22 resources that are in balancing areas that don't
23 have | oad associated wwth them so we have to
24 transmt that out.
25 COW SSI ONER CLARK: \What percentage of the
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transm ssion grid that you utilize within your own
service territory i s owed by Sem nol e?

THE WTNESS: Wthin our -- within -- just
within Semnole's territory?

COMM SSI ONER CLARK: Wt hin your footprint.

THE WTNESS: Wthin the entire footprint?

COW SSI ONER CLARK:  Yes.

THE W TNESS: Subj ect to check, | believe it's
| ess than 10 percent.

COMWM SSI ONER CLARK: Less than 10 percent.

Do you have -- in your wholesale billing
mechani sm do you use a coi ncident peak billing?

THE WTNESS: Yes, sir, we do.

COW SSI ONER CLARK: Do you ratchet those
costs?

THE W TNESS: | don't know the answer to that,

COMM SSI ONER CLARK:  Pur chase power
agreenents, in |ooking at your |oad forecast and
your ability to nmeet certain conponents of your
demand over tine, you are filling those with
purchase power agreenents. Should you build the
two facilities that you are proposing, there is an
assunption that you wll have an excess of capacity

for a period of tine. Wuld you reduce those PPAs
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1 during that period of tine to -- so that you didn't
2 have an overabundance of capacity?
3 THE WTNESS: Well, based on our analysis, we
4 don't think we wll have an excess capacity in
5 overabundance. We will be neeting our 15 percent
6 reserve requirenment. But we do have in the -- sone
7 of the peak purchase power agreenents that we have,
8 we have optionality where we can change the overal
9 capacity of those purchase power agreenents on an
10 annual basis to respond to fluctuations in any | oad
11 forecast, as we do it on an annual basis or any
12 | ooki ng forward changes in the market.
13 COMM SSI ONER CLARK:  Woul d that be a prudent
14 busi ness decision -- would you do that based on
15 cost of dispatch generation out of the units versus
16 the cost of the PPAs, or would you automatically
17 run your own units and canceling the PPAs?
18 THE WTNESS: We woul d run the nost
19 cost-effective resource to serve our nenbers. W
20 woul d not -- if our own generating resources were
21 | ess cost-effective than other resources we had
22 avai |l abl e, they would run behind. W dispatch
23 based on the nost cost-effective resource running
24 first, and the | east cost-effective running |ast.
25 COW SSI ONER CLARK: That's all | have, M.
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1 Chai r man.

2 CHAI RMVAN GRAHAM  Redi rect ?

3 MR. PERKO  Thank you, M. Chairnan.

4 CHAI RMAN GRAHAM  Hol d on a second.

5 MR PERKO | am sorry.

6 CHAI RMAN GRAHAM  Conmi ssi oner Pol mann.
7 COMWM SSI ONER POLMANN:  Thank you, M.

8 Chai r man.

9 M. Ward, one nore question.

10 Could you tell nme who anong the w tnesses
11 woul d be best to get into sone detail on the
12 forecasti ng net hodol ogy?

13 THE WTNESS: Yes, sir. That woul d be
14 M. Kyle Wod.

15 COW SSI ONER PCLVANN: M. Wbod.

16 THE W TNESS: Yes, sir.

17 COMM SSI ONER POLMANN:  Thank you, sir.
18 CHAI RMVAN GRAHAM  Redi rect.

19 MR. PERKO  Thank you, M. Chairnan.

20 FURTHER EXAM NATI ON

21 BY MR PERKO

22 Q M. Ward, early on in the direct -- or the

23 Cr oss-exam nati on,

24 about Exhi bit No.,

25 revenue requirenments for various alternatives that were

M. Wight asked you sonme questions

| believe it was 100, which shows the
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1 considered. Do you recall that?
2 A Yes.
3 Q And just to be clear, those revenue
4 requi rement nunbers, do they include both fixed and
5 variable costs?
6 A Yes, they do. This is -- this is total cost
7 for the revenue requirenent.
8 Q Over the entire study period, is that right?
9 A That is correct, over 30 years.
10 Q So over 30 years. So the $8.2 billion figure
11 would include fixed and vari abl e costs over that 30 year
12 period?
13 A That is correct.
14 Q And what would -- what variable costs would be
15 I ncluded in that?
16 A That woul d be any variable G&M -- | am sorry,
17  variabl e operations and mai nt enance costs associ at ed
18 with running the units, as well as all fuel costs.
19 Q Ckay. Thank you.
20 Now, M. Ward, M. Wight also nentioned --
21  you tal ked about the additional debt that would be
22 incurred in order to pursue the Sem nol e Conbi ned Cycle
23 Facility. D d the evaluation team consider the
24 potential inpacts of that increased debt?
25 A Yes, we did. And wth that eval uation, the
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1 econom ¢ evaluation we did incorporated the increased

2 debt as well as existing debt that Sem nole currently

3 holds as -- and that's where we arrived at the

4 $363 nmillion savings over a 30-year period.

5 Q And M. Wight also referred to a confidenti al
6 figure. He referred to it as the cost savings presented
7 in M. Taylor's Exhibit AST-2. | believe it's actually
8 AST-1 docunent two. Are you famliar with that figure?
9 A Yes, | am

10 Q Does that figure include the fuel savings

11 associated with renoving a coal unit out of service?

12 A No, it does not. That is only fixed cost.
13 Q Fi xed cost?

14 A That is -- that is not the -- that does not
15 | ncor porate everything.

16 Q Ckay. Thank you.

17 A And | amsorry | said fixed cost. | neant

18 vari abl e cost on that, because it's the fuel cost

19 associated with it.

20 Q Thank you.

21 Now, M. Wight also nentioned a nunber of
22 I nstances where other utilities have decided to shut
23 down coal units early, is that -- do you recall that

24 testi nony?

25 A Yes, | do.
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1 Q And what is your understanding of the reasons
2 were utilities are taking coal units out of service?

3 A | believe they are taking themout of service
4 because they are replacing themwth high efficiency

5 natural gas-fired generation that's nore cost-effective
6 for their custoner base.

7 Q M. Wight also presented you with a chart

8 from | believe it's Exhibit No. 105. The |ast page

9 that provides a conparison of retail rates for various
10 wutilities in Florida. Do you recall that?

11 A Yes, | do.

12 Q Now, what factors would cone into play in

13 explaining why the Sem nol e cooperative nenbers fal

14 within where they do wthin these rankings?

15 A This conparison is challenging at best,

16  because Sem nole's nenbers are rurally distributed, and
17 provi de electric service over a nmuch | ess dense service
18 area.

19 On average, Sem nole's nenbers have 13 neters
20 per mle on energized |line conpared to investor-owned
21 utilities, who have nmuch higher, and nost greater than
22 50 or 60 neters per energized line. That causes higher
23 di stribution costs, higher transm ssion costs and,

24 therefore, making that a -- not an apples to apples

25 conpari son.
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1 Q Now, M. Wight pointed out that the Florida

2 Keys Cooperative, which is not a Sem nol e nenber, ranks
3 at nunber two. Wiy do you think that is?

4 A | can't speak specifically, but | believe it's
5 because Flori da Keys Cooperative has a nuch small er

6 footprint, a very localized area, and taking a whole --
7 all requirenents directly froma single provider.

8 Q And does this conparison of retail rates

9 provi de any basis to determ ne the conpetitive --

10 conpetitiveness of Sem nole's whol esal e rates?

11 A No, it does not, because this retail rate
12 I ncludes all the costs associated with the nmenbers'
13 hi gher distribution costs, and doesn't -- Seminole is
14 not incorporated into this list at all, other than

15 through its nenbers' rates.

16 MR. PERKG  Thank you. | have not hing

17 further.

18 CHAl RVAN GRAHAM  Okay. Exhibits.

19 MR WRIGHT: M. Chairman, | would like to ask
20 a followup question because an answer t hat

21 M. Ward gave to M. Perko, frankly, left ne

22 confused as to the -- as to the conposition of the
23 nunber to which | referred, and to which M. Perko
24 referred, wth respect to the cost savings

25 associated with closing a coal unit as reported in
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1 M. Taylor's exhibit.
2 There was sone di scussi on about fixed variable
3 fuel, and it was just not clear where -- the answer
4 to me was not clear, M. Chairman. | would like to
5 ask for clarification of that, if I mght.
6 CHAl RVAN GRAHAM It was a question that
7 M. Perko asked?
8 MR, WRIGHT: Yes, sir, it was. It was his
9 response to questioning by M. Perko that left ne
10 conf used.
11 CHAl RMAN GRAHAM Do you recall that question?
12 MR, PERKO  Yes, Your Honor. | believe the
13 question --
14 CHAI RMAN GRAHAM  Push your button agai n.
15 MR. PERKO  Sorry. | believe the question was
16 sonething to the fact that the figure referenced in
17 M. Taylor's report, did that include all cost
18 savi ngs associated with retire-- with noving a coal
19 unit out of service. That was the question.
20 MR, WRIGHT: And ny recollection of his
21 initial answer was, no, it was just the fixed
22 costs, and then there was sonme other discussion.
23 M. Perko | ooked up and said, fixed costs? And he
24 said sonme other words, and | just want the record
25 to be clear, M. Chairnman.
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1 VMR PERKG | amfine with that.

2 CHAl RMAN GRAHAM  That's fine. That's fine.

3 | agree with you. | heard himsay that. And |

4 heard himtry to clarify it, but I wll et himask
5 and answer that question again.

6 M. Perko, would you ask it again?

7 MR WRIGHT: Yes, that's great.

8 BY MR PERKO

9 Q Vell, I wll go back to the original question,
10 M. Ward.

11 The confidential nunber that's stated in

12 M. Taylor's report as the savings associated with

13 removing a coal unit out of service, does that include
14 all the cost savings that would result fromtaking a

15 coal unit out of service?

16 A No, it does not. It only includes the

17 specific costs associated with that unit. Debt service
18 woul d be continued throughout the portfolio timefrane,
19 and the cost savings associated with -- associated with

20 vari abl e costs.

21 CHAl RVAN GRAHAM M. Wi ght.
22 MR, WRI GHT: Thank you, M. Chairnan.
23 FURTHER EXAM NATI ON

24 BY MR WVRI GHT:

25 Q | amtrying to understand the |ast clause that
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1 you said, M. Wird.
2 Does the nunber reported by M. Tayl or include
3 the cost savings attributable to variable costs, as you

4 just used that tern?

5 A No, it Is -- no.
6 MR, WRI GHT: Thank you very nuch. That
7 clarifies it for ne.
8 CHAI RMAN GRAHAM  Good | ob.
9 THE W TNESS: Thank you.
10 CHAI RMAN GRAHAM | think if you woul d have
11 added to that, he would ask you five nore
12 questi ons.
13 THE W TNESS: Yes, sir.
14 CHAl RVAN GRAHAM  (Okay. Exhibits. M. Perko,
15 MPW 1 t hrough 5.
16 MR PERKO  Yes, Your Honor.
17 CHAI RMVAN GRAHAM  If there is no objections,
18 we wll add that to the record.
19 Is that all your exhibits, M. Perko?
20 MR, PERKG  Yes, M. Chairman.
21 CHAl RVMAN GRAHAM  Ckay, M. Wi ght.
22 MR, VWRI GHT: W nove 100 through 105, M.
23 Chai r man.
24 CHAl RVAN GRAHAM  |s there no objections to
25 100 t hrough 1057
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1 MR, PERKG | think sonme of this is
2 cunul ative, Your Honor. Frankly, | amnot sure
3 he's established a foundation for sone of these. |
4 bel i eve he got the response to the questions he was
5 asking for eventually, but -- | guess we don't --
6 we don't object.
7 CHAl RMAN GRAHAM  Ckay.
8 MR. PERKO As long as we maintain our
9 confidentiality concerns.
10 CHAI RMVAN GRAHAM  Sure. So we will put in one
11 t hrough five, and nunber six is not going in --
12 106.
13 MR, WRIGHT: 106 was withdrawn. Yes, sir.
14 (Wher eupon, Exhibit Nos. 100-105 were received
15 I nt o evi dence.)
16 CHAl RVAN GRAHAM  Ckay, M. Ward.
17 MR. PERKO M. Chairman, | apol ogize, but
18 wWith respect to MPW2, there are various w tnesses
19 that are sponsoring portions of that docunent,
20 that's the need study. W do have a coupl e of
21 corrections to that that other witnesses wll speak
22 to, so | just wanted to nake that clear for the
23 record.
24 CHAl RVAN GRAHAM  Sure.
25 M5. HELTON: And, M. Chairman, just for
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1 pur poses of the record, MP-1 -- MPW1 through 5 are

2 mar ked as Exhibits 2 through 6 on the conprehensive
3 exhibit Iist.
4 CHAI RVAN GRAHAM  Yes.
5 Wul d you like this wtness excused,
6 M. Perko?
7 MR, PERKO  That woul d be fine.
8 CHAl RVMAN GRAHAM  Ckay.
9 (Wtness excused.)
10 CHAI RMAN GRAHAM  And cal | your next w tness,
11 pl ease.
12 MR, PERKO Seminole calls M. David Kezell.
13 MR WRIGHT: M. Chairnman, you had said we
14 were going to take a 10-m nute break or so every
15 couple of hours, and I amin need -- with that one
16 little brief break to figure sonmething out, |I need
17 a brief break.
18 CHAl RVAN GRAHAM  All right. W wll take a
19 five-mnute break.
20 MR, WRI GHT: Thank you, M. Chairnan.
21 MR. PERKGO  Thank you, M. Chairnan.
22 (Brief recess.)
23 CHAl RVAN GRAHAM M. Per ko.
24 MR, PERKO Seminole calls M. David Kezell.
25 CHAI RMVAN GRAHAM M. Kezel |, wel cone.
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1 THE W TNESS: Thank you.

2 M5. DZI ECHCI ARZ: Chairman, if | may

3 interrupt, | just wanted, for clarity, to ask to

4 nove Exhibits 28 through 32, which are M chael

5 Ward's MP-1 through MP-5 for the Shady Hills docket
6 into the record.

7 CHAIl RVAN GRAHAM  That is exhibits --

8 M5, DZI ECHCI ARZ: 28 through 32 on the

9 conprehensi ve exhibit |ist.

10 CHAl RMVAN GRAHAM M. Wight, no problens with
11 t hose exhibits as well?

12 MR WRIGHT: M. Chairnman, | apol ogize, we

13 were getting organized for M. Kezell, | did not

14 hear the exhibit nunbers.

15 CHAl RVAN GRAHAM  It's Exhibits 28 through 32
16 for M. Ward.

17 MR, VWRI GHT: W have no problens with that.

18 Thank you, M. Chairman.

19 CHAI RMVAN GRAHAM  Okay. We will entered those
20 into the record as well.

21 V5. DZI ECHCI ARZ:  Thank you.

22 (Wher eupon, Exhibit Nos. 28-32 were received
23 I nt o evi dence.)

24 CHAl RVAN GRAHAM M. Per ko.

25 Wher eupon,
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1 DAVI D LEON KEZELL

2 was called as a wtness, having been previously duly

3 sworn to speak the truth, the whole truth, and nothing
4 but the truth, was exam ned and testified as foll ows:

5 EXAM NATI ON

6 BY MR PERKO

7 Q Coul d you pl ease state your full nanme for the

8 record?

9 A My nane is David Leon Kezell

10 Q And, M. Kezell, have you been sworn?

11 A | have.

12 Q Who is your current enployer, and what is your

13 busi ness address?

14 A My enpl oyer is Sem nole Electric Cooperati ve,
15 | ncorporated. Qur business address is 16313 North Dal e
16 Mabry Hi ghway in Tanpa, Florida, 33618.

17 Q And, M. Kezell, did you cause to be filed on
18 Decenber 21st, 2017, direct testinony consisting of 12
19 pages in Docket Nunber 20170266- EC?

20 A Yes, | did.

21 Q Do you have any changes or corrections to your

22 prefiled direct testinony?

23 A No.
24 Q And did you al so have attached to your testi--
25 direct filed testinony -- excuse ne -- four exhibits
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

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



158

1 that were | abeled DK-1 through DK-4?

2 A Yes, | did.

3 Q Did you have any changes to those Exhi bits?
4 A No.

5 Q M. Kezell, if | were to ask you the sane

6 questions in your prefiled direct testinony today, would

7 your answers be the sane?

8 A Yes, they woul d.

9 Q Have you prepared a sunmary of your testinony?
10 A | have.

11 Q Wul d you pl ease present that to the

12 comm ssioners at this time?

13 A Yes.
14 Good norni ng, Chairman and Conm ssioners. M
15 nane i s David Kezell. | serve as the Director of

16 Engi neering and Capital Devel opnent at Sem nole Electric
17 Cooperative, where | have been enpl oyed since June of

18 2013.

19 | hold a Bachel or of Science Degree in

20 Mechani cal Engi neering and a Bachelor of Arts Degree in
21 General and Sciences, both fromthe Pennsyl vania State
22 University. | hold a Master of Science Degree in

23 Mechani cal Engi neering fromArizona State University. |
24 also hold a Certificate in Alr Quality Managenent from

25 the University California Berkeley, and | have been a
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1 continuously |icensed professional engineer in the state
2 of California since 1994.
3 | have nore than 26 years of experience in the
4 energy industry, either as an engi neering consultant or
5 as an enpl oyee working directly for conpani es engaged in
6 the generation of electrical energy. During nuch of
7 that tinme, | have been involved in the devel opnent and
8 execution of major capital projects that have had a
9 materi al beneficial inpact on the businesses that | have
10  served.
11 My role in Sem nole's need determ nation
12 process was to develop self-build options for the
13 conpany to consider in our pursuit of the nost
14 cost-effective risk-nmanaged portfolio that we could cone
15 up with. That devel opnent process included three
16 primary efforts.
17 First, Sem nole conducted a nultistep site
18 sel ection process that resulted in the selection of the
19 existing SGS site as the nost advantageous |ocation for
20 a self-built facility.
21 Second, we executed a conpetitive bidding
22 process to procure Power |sland equipnent and a
23 | ong-term service agreenent to support the nmjor
24 mai nt enance of that equi pnent.
25 And, third, Sem nole executed a conpetitive
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1 bi ddi ng process to secure engi neering, procurenment and

2 construction services to design and build the Sem nol e

3  Conbined Cycle Facility, or SCCF.

4 This process has resulted in a highly

5 devel oped conceptual design and an accurate cost

6 estimate for the SCCF. MW witten testinony supports ny
7 verbal assertion that | share with you here today that

8 our cooperative can build the Sem nol e Conbi ned Cycle

9 Facility for the costs that we have estinmated, that the
10 facility will performas described, and that it wll

11 prove to be a key asset in assuring that Sem nol e can

12 meet our nenbers' energy needs cost effectively for many
13 years to cone.

14 | would like to thank the Conmm ssioners and

15 the Comm ssion staff in advance for your thoughtfu

16  consideration of our petition.

17 MR. PERKO And we proffer M. Kezell for

18 Cross-exam nati on.

19 CHAl RMVAN GRAHAM  We will first enter

20 M. Kezell's prefiled direct testinony into the

21 record as though read.

22 (Whereupon, prefiled testinony was inserted.)

23

24

25
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BEFORE THE PUBLIC SERVICE COMMISSION
SEMINOLE ELECTRIC COOPERATIVE, INC.
DIRECT TESTIMONY OF DAVID KEZELL
DOCKET NO. -EC

DECEMBER 21, 2017

Please state your name and address.
My name is David Kezell. My business address is 16313 North Dale Mabry

Highway, Tampa, Florida 33618-2000.

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

Director of Engineering and Capital Development.

What are your responsibilities in your current position?

As Seminole's Director of Engineering and Capital Development, | am
responsible for the planning, development, and coordination of capital projects
associated with existing and potential new generating facilities, coordination of
the activities of the engineering resources team as well as development,
maintenance and administration of Seminole’s multi-year Construction Work
Plan (CWP) and Capital Budget and Work Plan. | have management oversight
responsibility for the development and execution of the Seminole Combined

Cycle Facility (“SCCF”) project.
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Please describe your professional experience and education background.

I have more than twenty six years of experience in the energy industry either as
an engineering consultant or as an employee of a company involved in the
generation of electrical energy. My roles have included Project Engineer,
Engineering Supervisor, Project Manager, Operations Manager, Manager of
Construction Management, General Manager, and Director of Engineering and
Capital Development. | have personally managed the development and
construction of two generating facilities and have had oversight responsibilities
for the personnel managing the engineering, procurement and construction
management of several more. | have served as Seminole’s Director of

Engineering since 2013.

I hold a B.S. in Mechanical Engineering and a B.A. in General Arts and
Sciences from the Pennsylvania State University and an M.S. in Mechanical
Engineering from Arizona State University. | also hold a certificate in Air
Quality Management from the University of California at Berkeley and | am a

licensed Professional Engineer in the state of California.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to provide an overview of the SCCF project
and its development from a technical perspective in support of Seminole’s
Petition for Determination of Need for the SCCF. Specifically, I will describe
the process utilized to select the project site, the project technology, and the
business partners that will execute the project on behalf of Seminole. | will

describe related facilities, operating assumptions, the development of estimated
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costs for the project, and its projected in-service date. | will also describe
Seminole's experience in construction and operation of combined cycle units

and other fossil-fired generation facilities.

Are you sponsoring any exhibits in the case?

Yes. | am sponsoring the following exhibits:

e Exhibit No. __ (DK-1), which is my professional resume;

e Exhibit No. _ (DK-2) - Preliminary Arrangement of the SCCF at the SGS
Site;

e Exhibit No. _ (DK-3) - Summary of Estimated Capital Costs; and

e Exhibit No. __ (DK-4) - P2021 Single Fuel Facility Analysis;

I am also sponsoring Sections 4.1.1 through 4.1.7, 4.1.10, 4.1.11, and 6.2 of

Seminole's Need Study (Exhibit No. __ (MPW-2)), all of which were

prepared by me or under my direct supervision.

Please summarize your testimony.

The SCCF will be a highly efficient, cost effective new generation resource that
will provide flexible quantities of reliable energy to Seminole’s Member
cooperatives for decades to come. The facility will be located on the same
property where the existing Seminole Generating Station (“SGS”) is located
and will share that facility’s existing transmission and water resource
infrastructure. This co-location reduces the overall impact from the new
generation resource from that which would be required if it were to be located
elsewhere. Seminole is partnering with very capable equipment suppliers,

engineers, and constructors to bring the plant to commercial operation in 2022.
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Please describe the combined cycle technology that will be used for
SCCF Project.

The SCCF will utilize two natural gas fired combustion turbine generators
(“CTGs”) each coupled with an associated heat recovery steam generator
(“HRSG”) that will produce steam to drive a single steam turbine generator
(“STG”). This configuration is commonly referred to as a “two on one” or
“2x1” combined cycle plant. The selected CTGs are advanced class General
Electric (“GE”) 7THA.02 gas turbines. The GE manufactured HRSGs are three-
pressure, re-heat units that will deliver steam to a single GE D650 series STG.
The HRSGs will be provided with duct burners to provide supplemental firing
for additional steam production during peak demand periods. Steam
exhausting from the STG will be condensed in a water cooled condenser which
cools the steam by means of a 16 cell forced draft cooling tower utilizing water
supplied from the St. John’s River. Exhibit No. __ (DK-2) is a schematic

showing the preliminary site arrangement for the SCCF.

Beyond the combined cycle generating unit itself, what other facilities will
be constructed as part of the SCCF?

A new natural gas lateral will be constructed by a third party within Putnam
County to deliver fuel to the SCCF, as discussed in the testimony of Mr. David
Wagner. No off-site new water lines will be required as the SCCF will utilize
existing water infrastructure associated with the existing SGS facility. New
connections to existing water pipelines on the SGS property will be installed to
serve the SCCF. Network upgrades to the existing transmission system that

may be required to facilitate the increased output from SGS/SCCF to serve
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Seminole’s Member load within the Florida Reliability Coordinating Council

Region are discussed in the testimony of Mr. Robert DeMelo.

What experience does Seminole have with the evaluation and construction
of combined cycle plants and related facilities?

Seminole regularly develops generic power plant models with estimated
thermodynamic and economic characteristics that are used in our generation
planning process. These models allow the organization to stay abreast of
technological developments in the industry and evaluate their potential
contribution to our future portfolios. Seminole developed the 2x1 combined
cycle Midulla Generating Station (“MGS”) in Hardee County in 2002 and has
operated this facility since that time. Seminole also installed ten additional

simple cycle gas turbines at MGS in 2006.

How did Seminole evaluate the feasibility and appropriateness of the
combined cycle technology selected for the SCCF?

Seminole retained Black and Veatch to help evaluate numerous power
generation technologies as potential future resources prior to selecting the
advanced class gas turbine technologies incorporated in the SCCF. Combined
cycle technology was selected because the high fuel efficiency and flexible
dispatch capability offered by these systems will allow the SCCF to match
varying system load at a low cost and with limited environmental impact.
Seminole selected state-of-the-art “advanced class” gas turbine technology
coupled with flexible operation heat recovery steam generators and an

associated steam turbine as the most cost-effective risk managed self-build
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option. Seminole initiated a power island equipment purchase bidding process
followed by an Engineer, Procure, Construct (“EPC”) services bidding process
to develop accurate self-build cost estimates which would then compete with

market alternatives.

Seminole evaluated several different technologies from three different vendors,
General Electric, Mitsubishi, and Siemens. Upon completion of the initial
screening, Seminole issued an RFP in February of 2016 to the same three
vendors; two of which, General Electric and Mitsubishi, responded with
compliant bids. Both of these vendors submitted two proposals; one for a 1x1
configuration and the second for a 2x1 configuration. All four options were
evaluated along with the market alternatives. We ultimately determined that

the 2x1 GE 7HA.02 technology was the most economic option.

What are the expected operational parameters for the SCCF?

The facility has a nameplate gross nominal output of 1,183 MW and a net
nominal output of 1050 MW. The facility is anticipated to achieve the nominal
output across the entire range of ambient conditions typically experienced in
Palatka, Florida. It will have significant flexibility in terms of its operational
characteristics. The 7HA.02 gas turbines have an extended “turndown”
capability which will allow them to meet their required emissions levels while
firing the turbines down to as low as 25% of their full-fire levels. This low
turn-down capability is valuable as it will allow the SCCF to remain
operational during low load periods typically experienced at night and avoid

the thermal stresses, wear, and higher emission concentrations typically
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associated with a shut-down / start-up cycle. During peak load periods, the
SCCF can fire supplemental natural gas in duct burners in the HRSGs to get

additional generation out of the STG.

The facility will also be capable of running in a 1x1 mode with only one of the
CTGs in operation. Finally, if the steam turbine trips, the facility will be able
to continue to generate by bypassing the STG with steam generated in the

HRSGs and sending it directly to the condenser.

The maximum output of the 2x1 facility at ISO conditions is expected to be
approximately 1078 MW without supplemental duct firing and approximately
1131 MW with duct burners in operation. The heat rate of the facility in these
same two conditions will be approximately 6,218 and 6,349 Btu/kW-hr higher
heating value (“HHV”) respectively. The minimum output of the facility at
ISO conditions will be approximately 370 MW in 2x1 mode and 164 MW in

1x1 mode.

Did Seminole consider the provision of a back-up fuel in the design of the
SCCF?

Yes. Seminole considered utilizing diesel fuel oil as a secondary fuel at the
SCCF to replace natural gas should that primary fuel be curtailed. Seminole
determined that it was not cost-effective to include diesel fuel firing capability
at the SCCF. This conclusion was based on consideration of a number of

factors, including:
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o the cost of the additional fuel delivery, storage, and combustion equipment
(estimated at $15.2M);

e the additional operational costs (present worth estimated at $5.1M);

e the real and potential environmental impacts of the secondary fuel;

e the relative rarity of disruptions in Florida’s natural gas supplies;

o the level of natural gas-fired energy supplies within Seminole’s current
portfolio that are already backed up with diesel fuel; and

e the proximity of the remaining SGS coal unit.

Seminole’s current portfolio of energy resources includes a variety of owned
and purchased power assets including solar, landfill gas, waste-to-energy, coal,
and natural gas resources. Included in that portfolio are the following dual fuel
capable resources; 500 MW of combined cycle and 310 MW of peaking
capacity at the Seminole owned Midulla Generating Station (MGS), 266 MW
of combined cycle and 178 MW of peaking capacity through a PPA with
Hardee Power Partners, and 546 MW of peaking capacity through a PPA with
the Southern Company owned Oleander facility. This amounts to 40% of
Seminole’s committed resources. Seminole also has access to 122 MW of
widely distributed Member owned diesel fired generators (another 3% of our
committed resources) that can be called upon in times of necessity. In the
future, Seminole anticipates having a regularly changing set of owned and
purchased power assets that will nevertheless maintain a level of diversity in
our generation mix adequate to provide reliable energy to our Members,
manage our risk of exposure to changing market conditions, and keep our rates

competitive.
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Seminole hired Black & Veatch to evaluate the pros and cons of a single
versus dual fuel facility. As explained in Black & Veatch’s report which is .
attached as Exhibit No. __ (DK-4), the need for backup fuel can appropriately
be evaluated on a fleet rather than an individual plant basis and it should also
take into account that natural gas supply impact events typically occur in
Florida concurrently with transmission system impacts. During such events,
Seminole’s system is anticipated to be capable of meeting the load the
impacted transmission system can deliver with energy generated either from
diesel as a backup fuel or from coal or other resources until the natural gas
availability is restored to its normal level. It is anticipated that a significant
number of storm events will result in a system that is limited by transmission
and distribution, rather than gas supply, limitations. Ultimately, as Black and
Veatch concluded that, considering “the environmental and permitting impacts
with dual fuel operation, the reliable nature of the natural gas supply in Florida,
and the cost to add fuel oil to the facility, the incremental benefit to add fuel oil
as backup for the [SCCF] facility would not result in a commensurate benefit

to the [Seminole] system.”

Please describe how Seminole monitors the operational performance and
reliability of its power plants.

Seminole uses various industry standard techniques to measure and report on
the performance and reliability of its power plants. Daily, monthly and annual
reports are created describing the availability factor, capacity factor, energy

generated, heat rate, and fuel consumed for its generating plants. Furthermore,
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the generating facilities are monitored continuously by onsite instrumentation
and control systems to assure that various critical operational parameters stay
within safe operating limits. On specific units, Seminole also utilizes long-
term service agreements (“LTSAs”) with external providers for continuous

monitoring and periodic maintenance.

How did Seminole select the SGS site for location of the SCCF?

In order to fully evaluate potential self-build site location options, Seminole
retained a third party environmental consultant to assess the environmental
licensing considerations associated with locating new generation facilities at
two potential sites owned by Seminole: the SGS site in Putnam County and
another 586-acre site in Gilchrist County. Informed by the results of that study
and subsequent information, Seminole utilized Black & Veatch to evaluate the
SGS site versus the Gilchrist site using a comparative analysis that utilized the
following criteria:

. Land Use/Ownership

. Site Development

. Electrical Transmission

o Fuel Supply

. Water Supply

o Waste Water

. Environmental Assessment
. Transportation

o Technology Selection

J Schedule

10
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Based on the comparative analysis, the SGS site scored substantially better
than the Gilchrist site for a combined cycle facility. In particular, the Gilchrist
site posed significant issues relative to water availability and wastewater
discharge options. In addition, the SGS site is a brownfield site with capability
of utilizing existing water intake, water discharge, and electrical transmission
infrastructure. Overall, the SGS site has significant economic and strategic

advantages for siting a combined cycle facility.

Please describe the advantages of locating the SCCF on the existing SGS
site.

The SCCF will be located on the south side of the existing SGS property. This
location takes advantage of the existing transmission and water resource
infrastructure at SGS as well as the existing employee base. The Putnam
County site will require a new natural gas lateral to be developed and installed
as described in the testimony of Mr. David Wagner. However, even with the

gas lateral, total installed costs were minimized with the selection of this site.

Have you estimated the capital and operations and maintenance (O&M)
costs for the SCCF facility?

Yes, Seminole started with capital cost estimates that were formed around
major equipment estimates received from manufacturers and EPC estimates
developed by Black & Veatch. The capital cost estimates became increasingly
accurate as Seminole contracted for power island equipment and received

competitive bids for EPC services. Seminole has also developed and refined
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operations and maintenance estimates for the SCCF that are based in part upon

our experience with the MGS combined cycle facility.

What are the estimated capital costs for the SCCF?
The estimate capital cost of SCCF is approximately $727 million. Exhibit No.
__ (DK-3) is a summary table providing a breakdown of the estimated capital

Ccosts.

What is the anticipated schedule for the SCCF Project?

Seminole anticipates completing the SCCF permitting activities in 2018 and
achieving commercial operation in late 2022. Prior to that time any initial
engineering work that is required to keep the overall project on schedule will
be executed using Limited Notices to Proceed (“LNTPs”) with the EPC
Contractor and the power island equipment provider. Detailed engineering
and balance of plant equipment procurement activities will occur in 2020. The
EPC Contractor will likely mobilize to the site in 2020, major foundations will
be completed in 2021 and equipment erection, piping, electrical, etc. work will

occur primarily in 2021 and 2022.

Does this complete your direct testimony?

Yes it does.

12
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1 CHAl RVAN GRAHAM  And, M. Wight, he is your
2 Wi t ness.
3 MR, WRI GHT: Thank you, M. Chairman.
4 EXAM NATI ON
5 BY MR WRI GHT:
6 Q Good norning -- good afternoon, M. Kezell.
7 A Good afternoon.
8 Q As you have heard, | am Schef Wight, and |
9 represent the intervenors. | have a few questions for
10 you, but if you answer as directly and succinctly as
11 M. Ward, we are going to get you out of here pretty
12 qui ck, okay?
13 A | think we would all appreciate that.
14 Q Good deal .
15 You can | ook there if you want, but | am sure
16  you know what | am aski ng you about here. On page 12 of
17  your testinony, you state that the estinmated capital
18 cost of the SCCF, the Sem nole Conbined Cycle Facility,
19 is $727 mllion, correct?
20 A Yes.
21 Q Ckay. And you don't have any changes to nake
22 to that nunber, do you?
23 A No, | do not.
24 Q Do you have a finalized EPC contract yet?
25 A We do not.
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1 Q On page 11, lines 13 through 15, you state

2 that the SCCF site wll require new natural gas latera

3 to be developed and installed, correct?

4 A Yes.

5 Q Does the $727 nmillion value we discussed

6 I ncl ude the cost of that gas |ateral?

7 A It does not.

8 Q Ckay. Can you tell what that cost is

9 estimated to be?

10 A | don't know the capital costs. W intend to
11 engage a third party to develop, build, own and operate
12 that gas line, and | believe that we wll pay for it

13 over a longer period of time. So we don't -- | am not
14 privy to the actual capital costs for it.

15 Q Ckay. You just nentioned that you expect to
16 pay for it over tine. |If you know, then, would that --
17 those costs for that lateral, over tine, be included in
18 that confidential colum, headed NG Transportation that
19 we tal ked about with M. Ward?

20 A | woul d probably have to defer to soneone el se
21 to answer that question, but | amconfident that the

22 cost, over tine, for that gas line is incorporated in
23 our anal ysi s.

24 Q kay. On page four of your testinony, you

25 refer to network upgrades to the existing transm ssion
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1 systemthat will be required to facilitate the increased
2 out put fromthe SCCF, correct?

3 A Yes.

4 Q Does the $727 nmillion value include the cost

5 of those upgrades?

6 A It includes the costs on our site to extend

7 the swtchyard. The external costs that may be required
8 by ot her transm ssion service providers are covered

9 el sewhere.

10 Q They are not included in the $727 mllion,

11 correct?

12 A That's correct.

13 Q Ckay. Do you know what the anmount of those

14 costs 1s?

15 A | do not.
16 Q I s there another w tness who woul d know t hat ?
17 A W have a good estimate that could probably be

18 shared by Robert DeMel o.

19 Q Thank you.

20 On page eight of your testinony, you -- you
21 tal k about managi ng our, neaning Sem nole's, risk of
22 exposure to changing market conditions and keep our

23 rates conpetitive; correct?

24 A | believe so.
25 Q kay. Is it inportant, in your opinion, to
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1 keep Sem nole's rates conpetitive?
2 A Absol ut el y.
3 Q Did Sem nol e consider the inpact on rates paid
4 by the nmenber cooperatives as part of its eval uation of
5 generation alternatives?
6 MR PERKO | think we are getting beyond this
7 W tness' area of testinony, Your Honor. There are
8 ot her witnesses that cover the eval uati on process.
9 CHAl RVAN GRAHAM M. Wi ght.

10 MR WRIGHT: He tal ks about keeping their

11 rates conpetitive. | think it's conpletely

12 appropriate to this witness' testinony.

13 THE W TNESS: Coul d you rephrase the

14 guestion -- excuse ne.

15 CHAI RMAN GRAHAM  Ask the question agai n.

16 MR WRI GHT: Sure.

17 CHAI RMVAN GRAHAM I f you don't know the

18 answer, or if there is a better witness, just |et
19 hi m know.

20 THE W TNESS: Thank you.

21 BY MR WRI GHT:

22 Q Do you know whet her Sem nol e consi dered the

23 I npact on the rates paid by its nenber cooperatives in
24  the process that led to the decision to go with the

25 (O ean Power Pl an?
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1 A | believe we absolutely did. As shared by
2 M. Ward, we anal yzed these various portfolios for their
3 | npact on nenber rates, and the selected portfolio was,

4 by far, the | east expensive, nost cost-effective one.

5 MR WRIGHT: M. Chairman, this is a docunent
6 provided in discovery by Semnole. It was

7 desi gnated as confidential w thout any

8 specification as to what was confidential. | would
9 like to wait -- | amnot convinced that what | want
10 to ask about is confidential, but | want to wait

11 and et M. Perko and his team have an opportunity
12 to look at it --

13 CHAI RMAN GRAHAM  Ckay.

14 MR, WRIGHT: -- before -- before |I go further.
15 CHAI RVAN GRAHAM  This is Exhibit 107. Do you
16 have a nanme for nme, M. Wight?

17 MR WRIGHT: It's emails produced in response
18 to Quantumis POD No. 4. And there is also a

19 description that gives Bates pages.

20 CHAI RVAN GRAHAM  Emai | s, Quantum POD No. 4.
21 (Wher eupon, Exhibit No. 107 was marked for

22 I dentification.)

23 MR, PERKG M. Chairman, based on further

24 consultation with my client, I think we can agree

25 that this docunent is not confidential.
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1 CHAI RVAN GRAHAM Ckay. M. Wi ght.

2 MR WRI GHT: Yay.

3 CHAl RVAN GCRAHAM  We can shed the red fol der.
4 MR, WRI GHT: Ckay. Thank you, M. Perko.

5 MR. PERKG  Forgive nme, but what nunber did we
6 assign this?

7 CHAl RVAN GRAHAM  107.

8 MR, PERKG  Thank you.

9 BY MR WRI GHT:

10 Q So at -- let's |ook at the second page of the
11 docunent, where the cover sheet counts as the first

12 page.

13 Wth respect to nunber two, you pose the

14 question, why is the nenber rate inpact rating only

15 | ooki ng at 2021 through 2025, correct?

16 A Yes.

17 Q Did you get a satisfactory answer to that

18 question? And if so, what was it?

19 A | don't recall distinctly. These questions
20 were asked as we were establishing various criteriato
21 evaluate the various options. And this was sinply a
22 question on ny part to see -- inquiring as to why we

23  woul d have a short period of nenber rate inpacts rather
24  than a | onger one.

25 Q So was the answer to ny question, you don't
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1 recall getting an answer to your question?

2 A | don't recall a specific answer.
3 Q Thank you.
4 | would like to ask you to | ook at what is

5 actually the fourth page in. 1It's the SECI 001500 Bates
6 nunber. This appears to be an email fromyou to

7 M. Peters, and it |ooks Iike the whole evaluation team
8 maybe with sone extra folks, is that about right as to

9 what it is?

10 A Yes.

11 Q At nunber two, you made the statenent, | think
12 the nenber rate inpact rating -- weighting at 10 percent
13 Is too low. Can you explain what you neant by that,

14 pl ease?

15 A | believe this was associated with our risk

16 anal ysis, and we were | ooking at weighting the various
17 el ements of risk, and | felt that the nenber rate inpact

18 shoul d be wei ghted rather highly.

19 Q Now, you just nentioned the risk analysis, was
20 this used to evaluate bids -- proposal s?

21 A | amsorry, could you --

22 Q What was the evaluation wth respect to which

23 this criterion was being considered, the eval uation of
24 proposal s?

25 A | believe we were | ooking at portfolios at
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1 this tine.
2 Q Thank you. That was ny next question. | was
3 trying to avoid asking you a conpound questi on.
4 A Ckay.
5 Q So portfolios.
6 Ckay. I n nunber three, you nmake the
7 statenent, | amnot sure that | understand the
8 di fference between nenber rate inpact rating and the
9 economc rating, correct?
10 A Yes, that's what | wote.
11 Q Ckay. Do you know whet her the nenber rate
12 | npact rating wound up being part of the overall
13 portfolio rating?
14 A | amsure that it did.
15 MR WRI GHT: Excuse nme just a nonent, M.
16 Chai r man.
17 CHAl RVAN GRAHAM  Sure.
18 MR WRIGHT: M. Chairman, we will cone back
19 to this later, but this is an exhibit proffered by
20 Ms. Di azgranados. |It's her Exhibit No. JAD 4.
21 Wth your permssion, | would like to showit to
22 the witness for now for the purpose of these
23 guesti ons.
24 CHAl RVAN GRAHAM M. Per ko.
25 MR. PERKO That's fine, Your Honor -- M.
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1 Chai r man.

2 BY MR WVRI GHT:

3 Q M. Kezell, are you famliar with that

4  docunent -- that exhibit?

5 A Yes, | have seen it.

6 Q Ckay. | note on that exhibit, that there are
7 two -- two criteria titled Econom c Rating, one for 10

8 years and one for 30 years; correct?
9 A Yes.
10 Q | do not see a separate rating for nenber rate

11 | npact there, do you?

12 A No.
13 Q Ckay.
14 A However, | believe that the -- those MVs

15 would incorporate inpacts to nenber rates, so | think

16 It's a good proxy.

17 Q Thank you.

18 MR WRIGHT: May | -- may | retrieve ny
19 docunent ?

20 CHAl RVAN GRAHAM  Sure. Sure.

21 BY MR WRI GHT:

22 Q Was risk of nenber dissatisfaction one of the
23 risks that Sem nol e considered in deciding on the

24 portfolio in this case?

25 A VWi ch one?
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1 Q Ri sk of nenber dissatisfaction.

2 A | don't believe we naned anything that.

3 Q In your -- in your email of January 27th, at

4 page 1,500 that we were just tal king about, you nake the
5 statenent: "W either focus on getting nore

6 conpetitive, or we resign ourselves to the increasing

7 ri sk of menmber dissatisfaction and defections;" correct?
8 A Yes. Can you point ne to the nunber?
9 Q Sure. It's within nunber two. It's within

10 the last three lines of your paragraph nunber two.

11 A Yes, | wote that.

12 Q Okay. And you suggested that the weighting be
13 I ncreased, correct?

14 A Yes. | suggested that we take nenber rates

15 very seriously as a key conponent of nenber

16  satisfaction.

17 Q Was the weighting increased as you suggested?
18 A | don't recall exactly how we did it, but

19 certainly it was a key conponent to our overal

20 anal ysi s.

21 Q Is Lee County Electric Co-op an exanple of a

22 defection, as you used the termin your email ?

23 MR, PERKO  bj ection, Your Honor.

24 CHAI RMAN GRAHAM  What's your objection?

25 MR PERKO | will withdraw the objection.
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1 CHAl RMAN GRAHAM  Ckay.

2 THE W TNESS:. Then ny answer woul d be, yes,

3 t hey chose not to continue with Sem nol e.

4 BY MR WRI GHT:

5 Q And so that was really intended to be a

6 predi cate question to this: Was risk of defections |ike
7 LCEC s departure one of the risks that Sem nol e

8 consi dered?

9 A Qur intent all along -- nenber satisfaction is
10 very inportant for us, and so, yes, keeping our nenbers
11 Is critically inportant to us, and we want to satisfy

12 themin any way that we can.

13 Q Do you know how Sem nol e's rates stack up

14 agai nst ot her whol esal e providers or -- question nark?
15 A | have a general understandi ng.

16 Q And what is that understandi ng?

17 A | think on a whol esal e basis we do well,

18 particularly given the differences between us and sone
19 of the other whol esal e providers.

20 Q Now, the whol esal e aspect of this is just

21 generation and delivery, correct?

22 A | believe it would be generation and

23  transm ssion.

24 Q And | shoul d have said transm ssion instead of

25 delivery. That's what | neant. Thanks.
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1 How nmuch does that have to do with the rural

2 character of Seminole's -- of the ultimte nenber

3 consuners who receive their bul k power from Sem nol e?

4 A It inpacts it substantially. And as M. Ward
5 described, we do work in different bal ancing areas, and
6 our | oads are discontiguous throughout the state. And
7 so we have to rely on other transm ssion service

8 providers to essentially carry our energy from where

9 It's generated to where it's delivered. And essentially
10  you could consider the transm ssion |ines owned by

11 others as toll roads. And so every tinme we nove energy
12 across those lines, we are paying a toll, and so that

13 adds to our cost.

14 Q Thanks.

15 O Seminole's total bulk power -- total costs,
16 can you tell us approxinmately what percent is

17 transmssion? |If that's confidential, then you don't

18 have to answer, but --

19 MR, PERKGO M. Chairman, | think we are

20 getting far afield of the subject nmatter of this

21 W tness' direct testinony here. W've got other

22 W t nesses that can deal with transmssion. | think

23 if we go through every topic with every witness, we

24 are going to be here nore than two days.

25 CHAl RVAN GRAHAM M. Wi ght.
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1 MR VWRIGHT: Well, | don't think we are goi ng
2 to be here anything |Iike two days, M. Chairmn,
3 for starters.
4 CHAl RVAN GRAHAM | can guarant ee you that.
5 MR WRIGHT: Well, thank you.
6 This goes to his testinony about Sem nole's
7 rates being conpetitive. | amjust exploring --
8 you know, he just gave a response about whol esal e
9 power rates. He says it's inportant that they be
10 conpetitive. He answered a question about the
11 conposition of generation and transmssion. | was
12 asking a followup question, which | think is
13 perfectly natural as to, if he can answer w thout
14 breaching a confidentiality obligation to his
15 conpany, what percentage of Seminole's total costs
16 are transm ssion.
17 CHAl RMAN GRAHAM M. Kezell, is there a
18 better witness to speak to transm ssion?
19 THE WTNESS: | believe there are better -- a
20 better wiwtness is M. DeMelo.
21 CHAI RMAN GRAHAM  Ckay.
22 THE WTNESS: | can tell you that | don't know
23 t hose nunbers, so | can't even breach the
24 confidentiality.
25 CHAl RMAN GRAHAM  That's fi ne.
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1 M. Wight.

2 BY MR WRI GHT:

3 Q That's a perfectly good answer, M. Kezell.

4 You did, indeed, author these emails, did you
5 not ?

6 Yes.

7 Q Ckay. Thanks.

8 MR, VWRI GHT: One second, M. Chairmn.

9 Thank you, M. Chairman, for your indul gence.
10 BY MR WRI GHT:

11 Q Thank you, M. Kezell, for your tinme. | don't
12 have anynore questions for you.

13 A You are wel cone.

14 CHAI RMAN GRAHAM  Thank you, M. Wight.

15 Staff.

16 MS. DZI ECHCI ARZ: Yes, staff has just a few
17 guestions -- sorry, staff has no questions. Thank
18 you.

19 CHAI RMVAN GRAHAM  Conmi ssi oners.

20 Conmmi ssi oner Pol mann.

21 COW SSI ONER PCLMANN:  Thank you, M.

22 Chai r man.

23 Good afternoon, M. Kezell.

24 THE WTNESS: Good afternoon.

25 COMM SSI ONER POLMANN:  Briefly, a few nonents
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1 ago, you answered M. Wight regarding -- | think
2 you were in the mddle of discussing the email of
3 January 27 in Exhibit 107, and regarding -- it was
4 in the context of the nenber rate inpact, and you
5 said sonmething to the effect of -- that nenber
6 satisfaction was very inportant. And | believe
7 your phrase then was you want -- you -- we want to
8 satisfy themany way that we can. Do you have sone
9 recol | ection of saying sonething to that effect,
10 sir?
11 THE W TNESS:. Yes, sir.
12 COW SSI ONER PCLVMANN: | woul d ask, how do you
13 identify and neasure nenber satisfaction?
14 THE WTNESS: That's a great question.
15 We do have frequent neetings with our Board of
16 Directors, where they can express any concerns that
17 they may have in the services that we are
18 delivering to them W ask them W have open
19 conversations with them
20 Clearly, one of the objectives of ny role is
21 to make sure that we are wi se stewards of the noney
22 that they entrust us with, and that when we sel ect
23 it to do various projects, we have sel ected good
24 projects and that we execute themwell.
25 COMM SSI ONER POLMANN: | would like to foll ow
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1 up on this notion of selecting projects in
2 particular. And M. Ward identified -- or answered
3 that the Board was directly involved in the process
4 of selecting the proposed portfolio. And | take it
5 that you would agree with M. Ward's testinony,
6 that price and economcs of the portfolio were a
7 primary factor. Do you agree with that?
8 THE W TNESS. Yes, | do.
9 COMM SSI ONER POLMANN:  And that the costs are
10 one neasure of nenber satisfaction, do you agree?
11 THE WTNESS: Certainly, | do.
12 COW SSI ONER PCLMANN: I n the process of the
13 proj ect selections, are you directly involved in
14 t hat process?
15 THE W TNESS:. For capital projects within the
16 organi zation, | am So with respect to this
17 process in particular, ny primary role was to
18 provide self-build options to the organization so
19 that they could be considered to be included in the
20 various portfolios.
21 COW SSI ONER PCLVANN:  And t he proposed
22 portfolio, which includes the new gas-fired
23 generation and the closure of a coal plant, was
24 that one of your reconmmendations -- or were you
25 i nvol ved in devel opi ng that recomendati on?
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1 THE WTNESS: | was involved in eval uating

2 those various portfolios, yes.

3 COMM SSI ONER POLMANN:  Was there a discussion

4 with the Board regardi ng that capital

5 configuration -- with regard to that portfolio and

6 the infrastructure of the coal plant replacenent

7 with the gas-fired plant on natters other than

8 cost, to your recollection?

9 THE W TNESS:. Absol utely.

10 COW SSI ONER PCLMANN:  Coul d you descri be what
11 were those subjects, other than cost?

12 THE WTNESS: W clearly were concerned for

13 our enpl oyees. There are currently approxi mately
14 300 enpl oyees at the Sem nole Generating Station,
15 and we recogni zed that if we took one of those

16 units out of service, that would inpact jobs. So
17 that was a clear concern that was di scussed on

18 NUMer ous occasi ons.

19 COMM SSI ONER POLMANN:  What aspects woul d you
20 describe in that context of the infrastructure of
21 the plant, the physical plant changes, what aspects
22 of that discussion would you put in the category of
23 menber satisfaction that you had expressed? Again,
24 ot her than price.

25 THE WTNESS: Perhaps | could repeat your
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guestion back to you to nake sure | understand it
correctly?

COMWM SSI ONER POLMANN:  Yes, pl ease.

THE W TNESS: What aspects of the decision to
renmove one unit fromservice and build a new
gas-fired facility there would inpact nenber
sati sfaction?

COMWM SSI ONER POLMANN: Ot her than price.

THE WTNESS: O her than price.

| think the relationship between Sem nol e and
iIts nenber owners is a critical one. It's a
relationship that's built upon trust and nutual
understanding. And certainly, they have an
interest in the norale of the enpl oyees of Sem nol e
and the potential inpact of these decisions on that
norale. And so | think that was a key conponent
t hat woul d be eval uated by our nenber owners as
t hey considered these various portfolios.

COW SSI ONER PCLVANN:  And |l et ne ask you
directly, M. Kezell. 1Is this your interpretation
of your board nenbers, or did they speak to you on
t hat subj ect of enployee concern directly?

THE WTNESS: | don't recall any specific
conversations with them between nyself personally

and board nenbers, but |I know that it was a subject
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1 that was brought up in the board neetings on

2 mul ti pl e occasi ons.

3 We recogni ze that this was a | arge deci sion.

4 We al so recogni ze that there is value in fuel

5 di versity, and we recogni ze that -- we continued to
6 want to have fuel diversity in the portfolio, in

7 the Sem nole portfolio, and so we were bal anci ng

8 the risks associated with continuing wwth a heavy

9 carbon portfolio, if you will, versus other inpacts
10 it would have if we reduce that carbon | evel.

11 COMM SSI ONER POLMANN:  Thank you, sir.

12 M. Chairman, that's all | have.

13 CHAI RMVAN GRAHAM  Redi rect.

14 MR, PERKG  Thank you, M. Chairman.

15 FURTHER EXAM NATI ON

16 BY MR PERKO

17 Q Now, M. Kezell, M. Wight asked you about

18 whether we had -- Sem nole had an EPC contract in place.
19 Do you recall that?

20 A Yes, do I.

21 Q What's the status of that EPC contract

22 negoti ati on?

23 A Al nost all the details have been negoti at ed,
24 and we anticipate executing the agreenent within the

25 next several weeks.
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1 Q What | evel of confidence do you have that the

2 EPC conponent of your cost estimate is accurate?

3 A | have a very high I evel of confidence.
4 Q And why is that?
5 A W' ve di scussed various scope options with the

6 EPC provider. W've tal ked about additional scopes,

7 removi ng sone scope. And with all those -- the net
8 change of all those discussions we've had will have an
9 I npact of the price of |ess than one percent of where it

10 was previously.
11 Q And | believe, if | understood you correctly,
12 I n response to M. Wight's questions regarding the gas

13 pi peline that you were confident that it was included in

14 the economic analysis -- the cost of that was included
15 in the economc analysis; is that correct?

16 A | am confident of that, yes.

17 Q Ckay. And he al so rai sed questions about the

18 transm ssion upgrade costs. Do you know if those were

19 I ncluded in the econom c anal ysi s?

20 A | think | prefer to defer to M. DeMl o.
21 Q M. DeMel o, and perhaps Ms. D azgranados?
22 A | believe you woul d know better than | do.
23 Q Thank you.

24 M. Wight asked you questions about your

25 emai |l s, and one of things that you were tal ki ng about
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1 was nenber rate inpact and only | ooking at 2021 through
2 2025, do you recall that?

3 A Yes.

4 Q Do you have an exhibit -- it's a confidentia

5 exhibit so | don't want to get into the specifics --

6 | abel ed 103 in front of you by any chance?
7 CHAl RMAN GRAHAM It's to the right.
8 THE W TNESS:  Yes.

9 BY MR PERKO

10 Q If you could take a | ook at page 20 of that
11 docunent.

12 Well, first of all, do you recognize this

13 docunent? This is excerpts froma docunent, but do you

14 recogni ze what it is?

15 A Yes, | do.
16 Q And what is it?
17 A These are presentations that were nade to our

18 board in July of 2017.

19 Q Ckay. Now, if you could I ook at page 20.

20 Does that refresh your recollection as to what termthe
21 rate i npact was | ooked at over the course of this

22 eval uati on?

23 A Certainly.

24 Q And how far do they extend?

25 A It goes out to 2051.
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1 Q Thank you.

2 And as far as the emails where you express

3 your thoughts on the evaluation grades, if you wll, |

4 believe you refer to this Jason, and that's M. Peters?
5 A That is correct.

6 Q You say: "Thanks for taking a first cut." So
7 this was a first cut at the nethodol ogy that you were

8 going to go by to evaluate the portfolios?

9 A Absolutely. And we had a robust discussion
10 al ong those |ines.

11 Q And that was a robust discussion anongst the
12 various team nenbers that are included within this

13 emil?

14 A That's correct.

15 Q And how satisfied were you that your concerns
16 were fully vetted?

17 A | was conpletely confortable with the outcone.
18 And I think that we all had opportunity to voice any

19 concerns that we had with respect to various wei ghtings,
20 and we cane to an agreenent as to how we woul d go

21 through that process. And | believe that we all cane
22 out of it feeling, unaninously, that we had done a good
23 job of arriving at the right decision.

24 Q And was the Sem nol e board kept up to speed on

25 how t hat process devel oped, and how the various criteria
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1 were to be eval uated?

2 A Yes, on a periodic basis. W generally net

3 wth the board seven tines a year. There is tines when
4 we would neet with them for special neetings, and so we
5 did update them pretty nuch every board neeting through
6 this process.

7 MR, PERKG  Thank you, M. Chairman. | have
8 not hi ng further.

9 CHAl RVAN GRAHAM  Okay. Exhibits.

10 MR. PERKO  Exhibits --

11 CHAI RMAN GRAHAM  Looks |i ke | have 7 through
12 10 and 70 through 73.

13 MR PERKO Well, 70 through 73 are his

14 rebuttal exhibits, M. Chairnan.

15 CHAl RMVAN GRAHAM  kay. You are correct. So
16 7 through 107

17 MR. PERKO  Yes, sir.

18 CHAl RMVAN GRAHAM M. Wi ght, any objections?
19 MR, VWRI GHT: No objections, M. Chairnman.

20 CHAI RMAN GRAHAM  Ckay.

21 (Wher eupon, Exhibit Nos. 7-10 were received
22 I nt o evi dence.)

23 MR WRIGHT: And we woul d nove 107, M.

24 Chai r man.

25 CHAl RVAN GRAHAM M. Perko, any objection to
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9 evidence.)

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1077

MR. PERKO No objection.

CHAl RVAN GRAHAM  And you said this is not
confidential, correct?

MR. PERKO That is correct.

CHAI RVAN GRAHAM  Ckay.

MR. PERKO | had ny button off here.

(Whereupon, Exhibit No. 107 was received into

CHAl RMAN GRAHAM  All right. Wuld you like
this witness excused until rebuttal ?

MR. PERKG  Yes, M. Chairnman.

CHAI RVAN GCRAHAM W are about one o' cl ock.
It sounds like -- |ooks Iike a good spot to take
that lunch break. So let's get back here at two
o' cl ock on the nose.

MR HETRICK: M. Chairman, if | could ask M.
Wi ght what you would |ike to do with these
confidential exhibits. Do you want them secured?
Col | ected? How would you request that we deal with
t hose right now?

MR WRIGHT: | think that -- if I may. |
t hi nk maybe the best thing is to ask folks to hold
on to themso that | can discuss with M. Perko.

It's not ny client's confidential information. |
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10
11
12
13
14
15
16
17
18
19
20 2.)
21
22
23
24

25

don't want to cause a breach of his client's
confidentiality, but I do want themin the record.

MR HETRICK: | amtold we could probably
coll ect them and | ock them up.

MR WRIGHT: That is certainly fine with ne,
as long as the court reporter gets to keep a copy.

MR, PERKG That's fine with ne.

CHAl RVAN GRAHAM  So we are going to collect
then? Can we just |eave a staff nenber in here and
make sure they don't wal k out the door?

M5. HELTON. M. Trice can collect them and
we can take themupstairs too keep them safe and
then bring them back down. And we have -- we need
to locate the key for this cabinet so that we can
deal with it next tine.

CHAl RMVAN GRAHAM  Okay. We will be back here
at two o'clock with M. Wagner.

(Lunch recess.)

(Transcript continues in sequence in Vol une
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4

5 |, DEBRA KRICK, Court Reporter, do hereby

6 certify that the foregoi ng proceedi ng was heard at the

7 tinme and pl ace herein stated.

8 | T I'S FURTHER CERTI FI ED t hat |

9 stenographically reported the said proceedings; that the
10 sane has been transcribed under ny direct supervision;
11 and that this transcript constitutes a true

12 transcription of ny notes of said proceedings.

13 | FURTHER CERTIFY that | amnot a relative,

14 enpl oyee, attorney or counsel of any of the parties, nor
15 am| a relative or enployee of any of the parties'

16 attorney or counsel connected with the action, nor am|
17 financially interested in the action.
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