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ORIGINAT

INTRODUCTION

South Florida Hospital and Healthcare Association, Ann Bates Leach Eye
Hospital, Aventura Hospital, Baptist Hospital of Miami, Bascom Palmer Eye
Institute, Broward General Medical Center, Cedars Medical Center, Columbia
Hospital, Coral Gables Hospital, Coral Springs Medical Center, Deering Hospital,
Delray Medical Center, Florida Medical Center, Hialeah Hospital, Hollywood
Medical Center, Imperial Point Medical Center, JFK Medical Center, Kendall
Regional Medical Center, Miami Children’s Hospital, Miami Heart Medical
Center, Mt. Sinai Medical Center, North Broward Medical Center, North Ridge
Medical Center, North Shore Medical Center Northwest Medical Center, Palm
Beach Gardens Medical Center, Palmetto General Hospital, Palms West Hospital,
Parkway Regional Medical Center, Plantation General Hospital, South Miami
Hospital, University Hospital, University of Miami Hospital and Clinics, Vencor
Hospital - Coral Gables, Vencor Hospital - Ft. Lauderdale, Vencor Hospital —
Hollywood, West Boca Medical Center and Westside Regional Medical Center
(collectively, the “Hospitals™) appeal a decision of the Florida Public Service

Commission (“Commission”). In support hereof, the Hospitals state as follows:

DOCUMENT HUMET R -TATE
06868 JuL-34

FPSC-COMMISEION CLERK
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STATEMENT OF THE CASE AND FACTS

On appeal here is the Commission’s approval of a settlement terminating the
incomplete review of the retail rates of Florida Power & Light Company (“FPL”).
In re: Review of the retail rates of Florida Power & Light Company, Order No.
PSC-02-0501-AS-EI (April 11, 2002). (R.11899). The Commission approved the
settlement over the Hospitals’ objections and despite their request for a hearing to
examine whether there was a sufficient evidentiary basis for the Commission to
determine that the settlement would produce just and reasonable rates.

The Commission proceeding that was resolved by the settlement was
initiated by Commission Order No. PSC-01-1346-PCO-El. In re: Review of
Florida Power & Light Company’s proposed merger with Entergy Corporation,
the formation of a Florida transmission company, and their effect on FPL’s rates,
01 FPSC 6:3 78 (2001). (R. 395). In that order the Commission discussed a
number of factors that led it to conclude that there should be a comprehensive
review of PFL’s rates.

One such factor was Governor Bush’s creation of the Energy 2020 Study
Commission (“Energy Commission™), which was charged with proposing an
energy plan and strategy for Florida over the next 20 years. In December 2000, the

Energy Commission filed an Interim Report with the Legislature that included
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proposed legislation designed to move Florida to a wholesale deregulated energy
market. - That draft legislation included a proposal to place a cap on retail base
rates. During the legislative session that considered the proposed legislation, there
were concerns expressed about the earnings level of investor-owned companies
(such as FPL), the value of their generation and transmission assets and whether
current base rates accurately reflected costs. (R. 396).

In addition, the Commission also expressed concerns about FPL in particular
that, in the Commission’s view, warranted a comprehensive review of FPL’s rates.
One concern involved FPL’s return on equity. The return on equity that FPL was
authorized to earn had been capped by the terms of a stipulation that FPL and
others entered into in 1999 (the “1999 Stipulation™). The cap on FPL’s authorized
return on equity was part of a revenue sharing plan under which FPL shared with
ratepayers some level of revenues in excess of agreed-upon thresholds. The 1999
Stipulation recognized that from time to time, FPL’s achieved return on equity
might be outside the authorized range. The Commission’s order setting this matter
for hearing noted, however, that in every month since the inception of the 1999
Stipulation, FPL’s achieved return on equity had exceeded the benchmark return
level by a range of 4 to 157 basis points, or, figured conservatively, on average 49
basis points above the top of the range. The Commission stated that it was

concerned that when the revenue sharing plan was scheduled to terminate on April
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14, 2002, FPL would continue to over-earn with no protection for ratepayers from
FPL’s high earnings. (R. 397).

The Commission also was concerned with the portion of FPL’s
capitalization attributed to common equity (as opposed to for instance debt)
because the higher a utility’s equity component presumed or imputed to derive
rates, all other things being equal, the higher the aggregate cost of service. The
Commission noted that although FPL’s equity ratio was capped by the 1999
Stipulation at 55.83% on an adjusted basis for purposes of surveillance reports that
FPL files with the Commission, FPL’s adjusted equity ratio had exceeded the cap
since March 2000. The Commission further stated that FPL’s actual equity ratio of
65% was well above the average for AA-rated electric utilities and that a rate
proceeding would afford an opportunity to set an appropriate ratio to use for
ratemaking purposes after the expiration of the revenue sharing mechanism under
the 1999 Stipulation. (R. 398).

Another factor that the Commission referenced as a basis to implement a
review of FPL’s rates was the proposed creation of GridFlorida, a regional
transmission organization (“RTO”) being formed in response to an order of the
Federal Energy Regulatory Commission (“FERC”). Under the FERC’s order,
Florida’s utilities (such as FPL) that provide transmission services that are subject

to the FERC’s jurisdiction, would contribute their FERC jurisdictional
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transmission facilities to GridFlorida. Thereafter, GridFlorida would assume
operational control of the facilities, and transmission rates would be determined in
a manner that would depart from the traditional manner in which rates have been
set for each of the stand-alone utilities. The Commission determined that the
implementation of GridFlorida would have a significant impact on FPL’s
investments and expenses in the future. It also determined that retail rates, which
currently include a component to recover the costs of transmission facilities, would
have to be reconciled with the imposition of new wholesale transmission rates that
would be charged by GridFlorida. (R. 396).

In addition to the foregoing reasons for finding that an earnings review was
needed, the Commission noted that FPL’s most recent fully allocated cost of
service study was filed in 1981 for a projected 1983 test year. Thus, a
comprehensive review of FPL’s rates had not taken place in 18 years.

In view of these factors, the Commission determined that it was necessary to
initiate a base rate proceeding (1) to address the level of FPL’s earnings, (ii) to
assure appropriate retail rates on a going forward basis and (iii) to provide for
appropriate benefits to ratepayers from the creation of an RTO and future
restructuring of Florida’s electric market. (R. 398).

On October 24, 2001, in Order No. PSC-01-2111-PCO-EI, the Commission

established procedures for reviewing FPL’s rates (the “Hearing Order”). In re:
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Review of the retail rates of Florida Power & Light Company, 01 FPSC 10:484
(2001). (R.9394). In the Hearing Order, the Commission considered a proposal
by FPL that would have modified the procedures that normally would be utilized in
a rate review. Under normal procedures, a utility files Minimum Filing
Requirements (“MFRs”), which are schedules that set forth specified arrays of
historical and projected financial and operational data that are relevant to
ratemaking, after which parties conduct discovery and proceed to a hearing.
Following the hearing and briefing, Commission Staff issues a recommendation to
the Commission concerning the Staff’s view as to the proper disposition of the
particular case. The Commission then can review Staff’s recommendation in the
context of the comprehensive record developed by all the parties during the
hearing and through briefing.

Under FPL’s proposal, following Staff’s review of the data in the MFRs,
Staff would have issued a recommendation setting forth its preliminary assessment
of the reasonableness of FPL’s rates. (R. 9399). Whatever hearing then would
take place would be narrowed by Staff’s recommendations based upon its
preliminary assessment.

The Commission declined to accept FPL’s proposal. The Hearing Order

noted:

FPL’s suggestion of requiring a staff recommendation on
how best to proceed based upon its review of the
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extensive and comprehensive 2002 forecast data is
unnecessary, not practical, and potentially prejudicial to
the rights of one or more of the parties.

Order No. PSC-01-2111-PCO-EI at 7. (R. 9400).
The Commission went on to explain:
The Commission ordered the utility to file MFRs to
determine what FPL’s retail rates should be on a going
forward basis. There are two means of addressing that
issue with finality in Florida Administrative Law. First,
via a settlement, agreed to by all parties to the proceeding

and subsequently approved by the Commission. Second,

via a hearing conducted pursuant to Sections 120.569 an
120.57, Florida Statutes.

Id. (R. 9400).

Consistent with this ruling, the Commission set the matter for hearing to
commence on April 10, 2002. (R. 9400). However, the Commission ultimately
did not follow either of the two procedures that the Hearing Order specifies are the
two means available to set FPL’s retail rates, i.e., there neither was a unanimous
settlement nor did the Commission afford parties a hearing on the merits.

What transpired instead was that the procedural schedule was aborted prior
to the completion of discovery and prior to the convening of an evidentiary hearing
in which parties would have been given the opportunity to cross-examine FPL’s
witnesses. On March 14, 2002, FPL along with other parties to the proceeding, but
not the Hospitals, filed a joint motion asking the Commission to approve a

proposed settlement of the case. (R. 11739). On the same day, FPL moved to
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suspend the procedural schedule in view of the pending proposed settlement.
(R. 11735). The motion to suspend the procedural schedule was granted on that
same day. (R. 11785).

The proposed settlement is to be effective for the period April 15, 2002
through December 31, 2005. (R. 11748). Its most significant terms provide (i) for
a $250 million annual reduction to FPL’s base rates (id.) and (ii) a revenue sharing
arrangement if FPL’s retail base rate revenues exceed certain specified levels.
(R. 11749). Notwithstanding those provisions, the settlement also provides FPL an
opportunity to file for a rate increase during the term of the settlement if its retail
base rate earnings fall below a 10% return on equity. (R. 11750).

The Hospitals opposed the proposed settlement for two fundamental reasons.
First, the evidence they had developed up until that time and which was set forth in
the prepared testimony of their expert witness, or which they intended to elicit
through cross-examination of FPL’s witnesses, showed that the annual base rate
reduction of $250 million under the settlement was woefully short of providing just
and reasonable rates. (R. 11849). The Hospitals’ evidence, inclusive of evidence
that would have been developed on cross-examination, supported an annual base
rate reduction of $535 million. (R. 11849-50). Appendix A hereto sets forth a
summary of the evidence that the Hospitals would have presented, had they been

afforded a hearing, to support a rate reduction of at least $535 million. Second, the
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discovery process was not complete and discovery concerning two significant
issues was outstanding. (R. 11852 and 11854). Had the Hospitals been given the
opportunity to obtain complete discovery concerning the two outstanding issues,
they may have been able to show that even an annual reduction of $535 million to
base rates was insufficient to produce just and reasonable rates.

One area of discovery that was outstanding concerned transactions between
FPL’s affiliates and between an unregulated affiliate and an unaffiliated entity.
The Hospitals had sought information concerning those transactions to determine
whether FPL had shifted value away from ratepayers to unregulated entities where
the value would be used exclusively for the benefit of shareholders. (R. 11004-
19).

The basis for the Hospitals’ discovery requests into these transactions was
information included in filings with the Securities and Exchange Commission,
shareholder reports and reports FPL had filed with the Commission outside the
context of the rate case. Certain of those discovery requests concerned transactions
with an entity named Adelphia Communications (“Adelphia”). Adelphia uses FPL
property to conduct its business, and pays FPL for the right to use that property.
Adelphia, through its affiliates Adelphia Cable and Adelphia Business Solutions,

pays rental for use of FPL facilities. Revenue from Adelphia is credited against the
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jurisdictional cost of service of electric ratepayers. The lower the revenue from
Adelphia, the more residual cost must be borne by FPL’s ratepayers. (R. 11679).

Adelphia is not just another entity using FPL property. FPL’s general
counsel was on the Board of Directors of Adelphia. (R. 11683). FPL’s general
counsel also was president of an entity named Cable GP, Inc., which was a partner
in an entity named Olympus Communications, L.P. (“Olympus”). Id. The other
major owner of interests in Olympus was Adelphia. (R. 11679). Adelphia’s other
partners in the Olympus partnership were subsidiaries of FPL Group, Inc.
operating under the name “Telesat.” [Id. Olympus operates one of the largest
contiguous cable systems located in some of the fastest growing markets in
Florida. As of December 31, 1999, Olympus’ cable system passed in front of
974,861 homes and served 651,308 basic subscribers. Id. To provide its services,
Olympus owns or leases parcels of real property for signal reception sites (antenna
towers and headends) and microwave facilities. (R. 11680).

Whether through clearing rights of way which would be charged to
ratepayers but which could benefit others using the right of way or by conveying
property rights in lease or in fee to Olympus or Adelphia (for example to be used
by Olympus or Adelphia for antenna towers or microwave facilities), the FPL
Group by means of controlling FPL could benefit Adelphia and Olympus in

numerous ways. (R. 11682).
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WAS:93659.1



By late 1999, FPL Group sold 3.5 million shares of Adelphia common stock
and had its interest in an unnamed cable limited partnership redeemed, for
aggregate after-tax gains of more than $160 million, according to FPL Group’s
1999 Annual Report. (R. 11680). The circumstances described above caused the
Hospitals to seek discovery to determine whether FPL in fact had shifted value to
Adelphia and Olympus at ratepayer expense, and the FPL Group then appropriated
increases in value for the benefit of shareholders.

There also were other transactions that caused the Hospitals to seek
discovery concerning affiliate transactions. In early 2000, FPL conveyed to its
wholly-owned affiliate FiberNet substantial assets involving, inter alia, fiber optic
cables originally installed to assist in FPL’s operation of its electric utility system.
(R. 11680). FPL Group’s annual report disclosed that FiberNet’s “fiber optic
network was originally developed in the late 1980s to provide internal
telecommunications service to support company operations.” Id. Since FPL’s
conveyance of the assets to FiberNet, FPL’s revenues credited against its
jurisdictional electric cost of service have fallen significantly. Id. Additionally,
FPL has been engaged in shedding millions of dollars of property to a non-
regulated affiliate named Land Resource Investment Company (“LRIC”). Id

What is done by LRIC with the property, including renting or selling portions of it

11
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to third parties, is not disclosed in diversification reports that FPL routinely files
with the Commission. Id.

FPL resisted providing the requested data. Thus the Hospitals moved to
compel production of requested data. (R. 11004). The Presiding Officer agreed
that the Hospitals were entitled to obtain the discovery they sought concerning the
transactions between FPL, non-Commission regulated affiliates and other entities.
In Order No. PSC-02-0254-PCO-EI, he ruled that having considered the
arguments, i.e., which included the argument that FPL might be shifting value
from ratepayers to shareholders, the Hospitals were entitled to obtain the
information they were seeking and ordered FPL to produce the information within
two days. In re: Review of the retail rates of Florida Power & Light Company, 02
FPSC 2:194 (2002). (R. 11125). However, rather than produce the discovery, FPL
filed a motion for reconsideration. (R. 11245). FPL’s reconsideration motion was
pending before the Presiding Officer at the time that the proposed settlement was
filed and the procedural schedule was suspended. Once the Commission approved
the proposed settlement, the Presiding Judge vacated the prior order that had
required FPL to provide the Hospitals with discovery concerning the affiliate
transactions. Irn re: Review of the retail rates of Florida Power & Light Company,
02-FPSC 3:326 (2002). (R. 11832). Thus, the Hospitals never obtained the

outstanding discovery concerning affiliate transactions that might have disclosed
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that reductions to FPL’s base rates were warranted in excess of the $535 million
that the Hospitals had identified up until that time.

In lieu of completing discovery and convening a hearing, the Commission
considered the proposed settlement in a special meeting held on March 22, 2002.
At the outset of the meeting, the Commission indicated that parties would be given
up to five minutes each to make their presentation. (R. 11838). Counsel for the
Hospitals indicated that the Hospitals had assumed that they would be given an
opportunity to present a thorough analysis to show why the settlement should not
be approved. (R. 11848). After indicating that “we really are here to discuss the
proposed settlement” (R. 11849), implying that it had not been the Commission’s
intention to discuss objections to the proposed settlement, the Commission
ultimately allowed the Hospitals 15 minutes to explain their opposition to the
proposed settlement. (R. 11849). The Hospitals concluded their remarks by
asking the Commission to defer ruling on the proposed settlement and to allow the
discovery process to be completed in order to obtain discovery concerning FPL’s
affiliate dealings as well as with respect to the other area of discovery that was
outstanding. (R. 11855).

The other area involved FPL’s resource planning process. (R. 11854).
Information that had been provided revealed that FPL had incurred a $100 million

cost overrun in connection with the repowering of one of its generation plants.

13
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(R. 11854). The Hospitals had outstanding discovery requests designed to obtain
information concerning whether any other cost overruns had occurred, whether
FPL’s generation resource planning process was being performed in a prudent
manner and whether FPL was attempting to pass through to ratepayers costs that
had been imprudently incurred associated with the construction of new electric
generating capacity. (R. 11295). The Hospitals asked to be allowed to complete
discovery concerning the affiliate transaction issue and the costs of new generation
plant and asked that the Commission thereafter hold a hearing on the merits of the
proposed settlement to find out whether it results in just and reasonable rates.
(R. 11855). The Hospitals pointed out that such a determination only can be made
based upon a full and adequate administrative record, which was something the
Commission lacked. (R. 11855).

The Commission, however, approved the settlement over the Hospitals’
objection and without affording the Hospitals either the discovery they had
requested or the opportunity of a hearing. As a result, the Commission, in
approving the settlement, disregarded the conclusion in the Hearing Order that
there are only two ways to resolve this case under Florida Administrative Law, i.e.,
through a unanimous settlement or a hearing conducted pursuant to Sections
120.569 an 120.57, Florida Statutes. (R. 9400). Additionally, in approving the

settlement, the Commission did so without the benefit of having reviewed prepared
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testimony submitted either by the Office of Public Counsel (“OPC”) or the
Commission’s own Staff. Neither of those parties filed prepared testimony in
accordance with the Commission’s procedural schedule at the time the
Commission approved the settlement. While Staff’s position on FPL’s rates is
unknown, OPC disclosed that its testimony, had it been filed, would have on some
issues called for larger reductions than had been identified by the Hospitals.
(R. 11877).

SUMMARY OF ARGUMENT

Section 120.569(2)(b), Florida Statutes, guarantees that in a proceeding in
which the substantial interests of a party will be affected by an agency
determination, the agency will afford all parties the opportunity for a hearing.
Section 120.569(2)(j) guarantees a party to such a proceeding a right to conduct
cross-examination. Similarly, Section 120.57, Florida Statutes, guarantees that
when hearings involve disputed issues of material fact, parties shall be given the
opportunity to present evidence on all issues involved and to conduct cross-
examination. Based upon this statutory scheme, this Court, as well as other Florida
courts, consistently have ruled that it would be a denial of due process for the
Commission to deny a party the hearing that is guaranteed by Sections 120.569 and
120.57, Florida Statutes. See, e.g., Florida Gas Co. v. Hawkins, 372 So. 2d 1118

(Fla. 1979). In Florida Gas, this Court in fact made clear that when the faimess of
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a utility’s rates are being considered, due process requires a fair hearing. Id. at
1121.

This case involves a review FPL’s rates. Based upon Florida’s statutory
scheme, and presumably the case law addressing that statutory framework, the
Commission initially scheduled a hearing in this case. In doing so, and in rejecting
a proposal by FPL that would have restricted the scope of the proceeding that
would take place, the Commission unequivocally ruled that there was a
requirement to provide the hearing contemplated by Sections 120.568 and 120.57
lest the rights of participants be prejudiced. (R. 9400). The only exception that the
Commission found to the requirement to provide the hearing was in the event a
unanimous settlement could be reached by all the parties. Id.

When a settlement was proposed in this case, the Hospitals opposed the
settlement on the record. (R. 11848). The Hospitals argued to the Commission
that the rate cut provided by the proposed settlement was well short of providing
just and reasonable rates. (R. 11849). The Hospitals’ evidence developed to that
point showed that a rate reduction of more than double the reduction provided by
the settlement was required to produce just and reasonable rates. The Hospitals
thus asked the Commission to defer ruling on the settlement to allow discovery to

be completed and to afford the Hospitals a hearing. (R. 11855).
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Nonetheless, in disregard of its earlier ruling, the Commission rushed to
judgment and approved the settlement. In doing so, it trampled on the Hospitals’
due process and statutory rights. It also disregarded the jurisprudence in this state
which required that the Hospitals be provided the hearing that the Commission had
promised and the Hospitals had requested.

Further, the Commission approved the settlement without the benefit of an
evidentiary record to support the Commission’s actions. Discovery was ongoing
and had not been completed concerning critical issues that would show, inter alia,
whether FPL’s ratepayers are subsidizing the operations of unregulated companies
affiliated with FPL. Further, neither the Office of Public Counsel nor Commission
Staff had yet submitted prepared testimony that would have disclosed what they
believe is the just and reasonable level of FPL’s rates. Similarly, because a hearing
never was convened, FPL’s witnesses never were submitted to the scrutiny of
cross-examination that might have disclosed short-comings in their prepared
testimony in support of FPL’s case. Thus, there simply was no evidentiary record
to support a decision by the Commission.

In view of these circumstances, the Commission had insufficient information
before it to answer the key questions that the Commission had posed itself in
initiating the proceeding. Specifically, there was not an evidentiary record to

support a conclusion that FPL would not continue to achieve unreasonable returns
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on equity. There was not an evidentiary record to support a conclusion that the
base rates provided by the settlement accurately would reflect FPL’s costs.
Additionally, the Commission did not address (much less remedy) FPL’s unusually
thick common equity component.

The failure to develop an evidentiary record concerning these important
issues stems from the fact that the Commission aborted the discovery process and
refused to convene the statutorily-required hearing. As a consequence, numerous
subparts of Section 120.68(7), Florida Statutes, require that this case be remanded
to the Commission with a direction to allow the Hospitals to complete discovery
and afford them the hearing that is guaranteed by Sections 120.569 and 120.57,

Florida Statutes.

STANDARD OF REVIEW

Section 120.68(7), Florida Statutes sets forth the standard of review
applicable to this case. There are a number of provisions that dictate that this
should be remanded to the Commission with directions for the Commission to
afford the Hospitals procedural rights that are guaranteed under Florida law.

Section 120.68(7)(a) provides that:

The court shall remand a case to the agency for further

proceedings consistent with the court’s decision or set
aside agency action, as appropriate, when it finds that:
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(a) There has been no hearing prior to agency
action and the reviewing court finds that the validity of
the action depends on disputed facts.
Section 120.68(7)(a), Florida Statutes.
As will be discussed in more detail infra at 26, this provision requires that
this proceeding be remanded to resolve a wealth of disputed facts.
Section 120.68(7)(b) also requires a remand. That section provides that a
reviewing court shall set aside an agency decision or remand the case to the agency

where:

(b) The agency’s action depends on any finding of
fact that is not supported by competent, substantial
evidence in the record of a hearing conducted pursuant to
Sections 120.569 and 120.57 .. .;

Section 120.68(7)(b), Florida Statutes.

This provision requires that this case be remanded because although this
proceeding was supposed to take place pursuant to the requirements of Sections
120.569 and 120.57, and a Commission order in the proceeding should have been
supported by findings of fact, the order approving the settlement makes no formal
findings of fact. Nonetheless, the Commission assumed the ultimate fact, i.e., that
the settlement is “a reasonable resolution of the issues regarding FPL’s level of
earnings and base rates.” Final Order at 4. This “finding” is not supported by
substantial evidence, as no evidence was adduced in the case. In a remanded

proceeding, the Hospitals would be given the opportunity to develop a factual
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record to show that a rate reduction is warranted in excess of the $250 million that
is provided by the settlement.

Section 120.68(7)(c) also requires a remand. That section provides that a
reviewing court shall set aside an agency decision or remand the case to the agency
where:

(c) The faimess of the proceedings or the

correctness of the action may have been impaired by a

material error in procedure or a failure to follow

prescribed procedure.

Section 120.68(7)(c), Florida Statutes.

Here, both the fairness of the proceeding and the correctness of the
Commission’s action are severely impaired by the Commission’s failure to afford
the Hospitals a hearing that is mandated under Florida law.

Section 120.68(7)(d) also applies. It provides that a reviewing court shall set

aside an agency decision or remand the case to the agency where:

(d) The agency has erroneously interpreted a
provision of law and a correct interpretation compels a
particular action.

The error here was that Section 120.57 guarantees parties to administrative
proceedings involving disputed facts the opportunity, inter alia, to present
evidence and conduct cross-examination. The Commission committed an error of

law in denying the Hospitals those opportunities and the correct interpretation of
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the law compels that the Hospitals be afforded a full hearing as provided for by
statute.

Finally, Sections 120.68(7)(e)1 and 4 also apply. Those sections provide
that a reviewing court shall set aside an agency decision or remand the case to the
agency where:

(e) The agency’s exercise of discretion was:

1. Outside the range of discretion delegated
to the agency by law; [or]

4. Otherwise in violation of a constitutional
or statutory provision.

Section 120.68(7)(e), Florida Statutes.
As will be discussed, the Commission did not have discretion to deny the

Hospitals a hearing, and in declining to afford the Hospitals the hearing they

requested, the Commission violated the Hospitals’ due process rights.

21
WAS:93659.1



ARGUMENT

I. THE COMMISSION ERRED IN DENYING THE HOSPITALS A
HEARING

A. Due Process Requires That The Hospitals Be Afforded A
Hearing

Under the laws of this state, the Hospitals clearly were entitled to the hearing
which they had requested. The Commission’s order approving the settlement in
lieu of holding that hearing was a denial of due process.

Sections 120.569 and 120.57(1)(b), Florida Statutes guarantee a party to an
administrative proceeding the right to a hearing. In particular, Section
120.569(2)(b), Florida Statutes, provides that in proceedings in which the
substantial interests of a party are determined by the agency, “[a]ll parties shall be
afforded an opportunity for a hearing . . . .” Further, Section 120.569(2)(j)
provides a party the right to conduct cross-examination. The requirement for an
agency to afford a party the right to conduct cross-examination, as well as a
requirement for the agency to comply with a panoply of procedural mechanisms
designed to guarantee parties’ due process rights, is further mandated by Section
120.57(1)b) when a proceeding involves disputed issues of material facts.

Consistent with the requirements of Sections 120.569 and 120.57(1)(b), this Court,
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and other Florida courts, have held that it is a denial of due process to deny a party
a hearing in an administrative proceeding in circumstances such as these.

In Florida Gas Co. v. Hawkins, 372 So. 2d 1118 (Fla. 1979), the Court was
asked to review a Commission order that denied a public utility a formal rate
proceeding where the utility had filed for a rate increase. The Commission had
denied the utility the hearing based upon the Commission’s review of data
preliminarily filed by the utility and its determination that summary rejection of the
utility’s proposed rate increase would avoid unnecessary litigation.

This Court quashed the Commission’s order, ruling that the Commission had
denied the utility due process. In reaching that conclusion, the Court ruled:

When factual matters affecting the fairness of utility rates
are being considered by a regulatory commission the
rudiments of fair play and due process require that the
Company must be afforded a fair hearing and an
opportunity to explain or rebut those matters. There can
be no compromise on the footing of convenience or
expediency, or because of a natural desire to avoid delay,

when the minimal requirement of a fair hearing has been
neglected or ignored.

372 So. 2d at 1121, citing Ohio Bell Tel. Co. v. Public. Util. Comm n of Ohio, 301
U.S. 292 (1937). The Court based that decision on its holding in Florida Rate

Conference v. Florida R.R. and Public Util. Comm’n, 108 So. 2d 601, 607 (Fla.

1959) where it stated:
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... [W]e have held that where a rate, rule or regulation is
made without statutory authority or without giving the
carrier affected by it, reasonable opportunity to be heard,
or without obtaining or considering any substantial
evidence, where investigation, inquiry and evidence are
necessary as a basis for the action taken, the proceeding
is not had in due course of law and this court will not
enforce it. State ex rel. Railroad Com'rs v. Florida East
Coast R. Co., 1912, 64 Fla. 112, 59 So. 385, 393.

372 So. 2d at 1120.

The Court also relied upon its holding in Citizens of the State of Fla. v.
Mayo, 333 So. 2d 1 (Fla. 1976). In that case, the Court held that “[t]he general
procedure has been and remains that rate increases are awarded only after a public
hearing in which testimony is presented by all interested parties and cross-
examination is permitted.” Citizens of the State of Fla. v. Mayo, 333 So. 2d at 4.
Reflective of that holding, in Florida Gas, the Court stated that in Citizens of the
State of Fla. v. Mayo “the Court reaffirmed the public policy of this state favoring
traditional due process rights in utility rate hearings.” 372 So. 2d at 1121.

The reasoning of the Florida Gas decision is fully consistent with the
subsequent jurisprudence of this state. For instance, the court held in Village
Saloon, Inc. v. Division of Alcoholic Beverages & Tobacco, 463 So. 2d 278 (Fla.

1% DCA 1985):

Fundamental to due process is the right to a fair hearing.
The provisions of Section 120.57 implement the right
through the mechanism of formal proceedings or
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463 So. 2d at 284-85; see also Citizens of the State of Fla. v. Wilson, 568 So. 2d
904, 908 (Fla. 1990) (“The Commission cannot enter a final order without giving
interested parties the right to a hearing.”); Shaker Lakes Apts. Co. v. Dolinger, 714
So. 2d 1040, 1040-41(Fla. 1¥ DCA 1998) (“Section 120.57(1), Florida Statutes

(Supp. 1996), guarantees all parties the opportunity to present evidence in a full

evidentiary hearing.”).

informal proceedings. Section 120.57(1) governs formal
proceedings and necessarily requires the holding of a
hearing. . . . While a party has the absolute right to a
formal hearing under Section 120.57(1) when material
facts are in dispute, the absence of disputed issues of
material fact, which authorizes informal proceedings
under section 120.57(2), does not, ipso facto, eliminate
the right to a hearing. Hearings, whether conducted
under Section 120.57(1) or (2), provide the essential
mechanism whereby parties confront each other at a
common time and situs and present evidence, legal
authority, and argument in support of their respective
positions.

Commission recognized this principal herself when she wrote:

WAS:93659.1

Pursuant to Section 120.57(1)(h), Florida Statutes, a
summary final order shall be rendered if it is determined
from the pleadings, depositions, answers to
interrogatories, and admissions on file, together with
affidavits, if any, that no genuine issue as to any material
fact exists. I note, in this case, that the customer may not
have had the benefit of discovery (depositions, answers
to interrogatories or admissions on file) that may allow
the requisite demonstration of a genuine issue of material
fact as contemplated by this state. For that reason alone,
I dissent from the majority’s decision.
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In re: Petition by Florida Power & Light Company for approval of conditional
settlement agreement which terminates standard offer contracts originally entered
into between FPL and Okeelanta Corporation and FPL and Osccola Farms, Co.,
00 FPSC 12:89 (2000); 2000 Fla. PUC LEXIS 1296* 16-17 (2000).

Thus, its is clear that due process mandates that the Commission require the
completion of the discovery process and afford the Hospitals the hearing that the
Commission had scheduled and which the Hospitals requested be held
notwithstanding the proposed settlement. By denying the Hospitals the
opportunity for that hearing and completing discovery, the Commission denied the
Hospitals due process as demonstrated by the cases relied upon above. That is
particularly so given that the hearing would have involved disputes over material
fact and that a hearing therefore was required under Section 120.57(1), Florida

Statutes.

B.  The Validity Of The Commission’s Order Depends Upon
Disputed Facts

The prepared testimony of FPL proposed to keep base rates at the level in
effect under the 1999 Stipulation. The settlement that was approved by the
Commission reduced the base rates by $250 million annually. (R. 11900). The
prepared testimony of the expert witness sponsored by the Hospitals, Mr. Lane

Kollen, however, raised numerous issues to support an annual reduction of $475
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million. (R. 11325-431). Additionally, the Hospitals intended to introduce
evidence concerning several issues through cross-examination of FPL’s witnesses
that would have called for annual reductions to FPL’s base rates of an additional
$60 million, i.e., for a total annual reduction supported by the Hospitals of $535
million. (R. 11850). Further, additional discovery that had not yet been completed
may have served as a basis for the Hospitals to seek a rate reduction in excess of
$535 million annually.

To determine whether the settlement resulted in just and reasonable rates, or
rates that are excessive and therefore are unjust and unreasonable, required the
resolution of numerous factual disputes involved in the difference between the
$250 million reduction approved by the settlement and the greater reduction
supported by the Hospitals. Section 120.68(7)(a), Florida Statutes, thus requires
the Court to remand this case to the Commission for a hearing to resolve the
factual disputes discussed below. See, e.g., Peterson v. Department of Business
Regulation, 451 So. 2d 983 (Fla. 1 DCA 1984) (a hearing is a matter of right, i.e.,
it 1s not within an agency’s discretion to deny a hearing); see also Zarifian v.
Department of State, 552 So. 2d 267 (Fla. 2™ DCA 1989) (“Section 157(1), Florida
Statutes (1987) provides for a formal hearing when a disputed issue of material fact
is involved.”); Saddlebrook Resorts, Inc., v. Wiregrass Ranch, Inc., 630 So. 2d

1123, 1126 (Fla. 2™ DCA 1993) (“when there is a disputed issue of fact to be
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determined, Section 120.57 requires a formal proceeding unless waived by all
parties to the proceeding.”) (emphasis in original).

One issue that turns on the resolution of factual disputes concerns FPL’s
affiliate transactions. As was shown above, based upon the information that is
known, FPL Group shareholders enjoyed a substantial gain from the sale of
interests in Adelphia, a company that was doing business with FPL and which had
at least one common officer with FPL. (R. 11683). Additionally, Adelphia had a
direct financial relationship with Olympus, which would benefit from using FPL’s
rights-of-ways. (R. 11679 and 11682). FPL also transferred a fiber optic network
to its affiliate, FiberNet, and thereafter, rental revenues that are credited against
FPL’s jurisdictional cost of service fell precipitously. (R. 11680). And, FPL shed
millions of dollars in valuable assets to LRIC, another affiliate. Id  These
relationships and transactions, which again must be explored in greater detail
through additional discovery, raise the question whether FPL has engaged in
activities that result in revenues that should have benefited ratepayers as credits
against FPL’s jurisdictional cost of service, instead being used to benefit
shareholders. If an examination of the facts ultimately shows that FPL has
engaged in such activities, such a finding would require that those activities be

taken into account in setting rates.
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Section 366.093(1), Florida Statutes, explicitly gives the Commission access
to the public records of utilities, their affiliates and their parent corporations “to
ensure that a utility’s ratepayers do not subsidize nonutility activities.” Consistent
with this provision, the Commission is required to reduce rates when necessary to
ensure that a public utility’s rates do not subsidize affiliates’ business activities.
Indeed, the Commission itself has ruled that “a basic premise of regulation is that
utility operations should not subsidize other operations . . . .” In re: Petition for a
rate increase by Florida Power Corporation, Order No. PSC-92-1197-FOF-EI,
1992 Fla. PUC LEXIS 1546* 130 (Oct. 22, 1992); see also In re: Investigation into
the earnings and authorized return on equity of Gulf Power Company. In re:
Petition by Gulf Power Company for approval of proposed plan for an incentive
revenue-sharing mechanism that addresses certain regulatory issues including a
reduction to the company’s authorized return on equity, Order No. PSC-99-1047-
PAA-EI, 1999 Fla. PUC LEXIS 915* 6-7 (May 24, 1999).

Because the procedures before the Commission were aborted, FPL never
filed testimony concerning the affiliate issue. However, based upon its statements
in response to motions to compel discovery, it is clear that FPL does not believe
that its transactions with affiliates would impact rates. (R. 11066 and 11245).
Thus, the facts concerning FPL’s affiliate transactions clearly are in dispute. As

such, the only way to determine whether FPL has been engaged in activities with
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affiliates and other entities that have resulted in ratepayers’ subsidization of non-
utility operations, and to determine the impact on rates of any such activities, is to
remand this case for a completion of discovery and a hearing.

Another issue turning on the resolution of factual disputes involves the
question whether FPL’s capital expenditures on new generation plants and
repowering projects properly are included in rate base. Mr. Kollen’s testimony on
behalf of the Hospitals showed that FPL was proposing to include in rate base
approximately $100 million representing a cost overrun on FPL’s project to
repower its Sanford power plant. (R. 11366; see also R. 10951). A confidential
portion of Mr. Kollen’s prepared testimony contains information that relates to the
question whether cost overruns and other generation-related expenditures should
be included in rate base. (See p. 25 of Index of Record). Additionally, the process
by which FPL estimated costs of alternatives to its existing generation construction
process may be seriously flawed, resulting in skewed decisions regarding
construction and procurement of generation resources. Mr. Kollen’s prepared
testimony further shows that FPL apparently shifted capital expenditures
associated with the Sanford repowering project into 2002, the test year for
determining rates. (R. 11364). By doing so, FPL appears to have improperly
loaded capital costs into 2002 rate base. Resolution of whether the cost overruns

of the Sanford repowering project and other generation-related expenditures were
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prudently incurred and should be included in rate base in 2002 thus requires a
hearing in which the prudence of FPL’s activities and planning processes
associated with the addition of new generation can be examined.

A third issue requiring the resolution of facts that are in dispute concerns
FPL’s capital structure, i.e., specifically, the effect of FPL’s unusually thick equity
component on its return on equity. As previously indicated, the level of FPL’s
equity component was one of the factors that caused the Commission to implement
the review of FPL’s rates in the first place.

If there were a hearing, the Hospitals would produce evidence through cross-
examination of FPL’s witnesses that shows that FPL’s unregulated affiliates are
engaged in high risk business activities, i.e., building independent power plants in
other states. (R. 11851). The Hospitals also would show that the FPL Group,
FPL’s parent, maintains a very thick equity component in order to provide credit
protection necessitated by the high risk activities of the unregulated entities. Id.
The Hospitals also would show that having the thick equity component, if it is not
adjusted downward for ratemaking purposes, causes FPL’s ratepayers to subsidize
the operations of the unregulated affiliates in violation of the requirement that
ratepayers not be required to subsidize non-utility operations. Id. The Hospitals

maintain that this subsidization has a $173 million per year effect on FPL’s base
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rates. Id. These are all issues that involve disputed facts that must be resolved by
a hearing.

Other factual disputes concern FPL’s claimed operation and maintenance
(“O&M?”) expenses. FPL has boasted for years about its successes in reducing
O&M expenses. (R. 11350; see also R. 11349). Yet, when it was finally forced
into a comprehensive rate review, FPL inexplicably tried to justify its rates by
claiming that it expected its O&M expenses to increase by 9.2 percent. (R. 11348).
The question of whether FPL’s O&M expenses actually would increase by 9.2
percent, or some lesser amount, or not at all, is another issue that only can be
determined through the resolution of disputed facts. The resolution of this factual
dispute would have an annual impact on FPL’s base rates in a range of
approximately $47.4 million to $94.8 million.

Yet another disputed fact issue involves the depreciation expense related to
FPL’s nuclear generating units. If provided a hearing, the Hospitals would show
that FPL applied for 20-year extensions on its operating licenses. (R. 11332). In
fact, on June 7, 2002, the 20-year extension was granted by the Nuclear Regulatory
Commission for FPL’s Turkey Point Capacity.! The Hospitals also would show

that FPL plans on operating its nuclear units as long as possible. (R. 11333). The

I

See http://www.fplgroup.com; click on “News”; click on “Florida Power &
Light News”; click on item entitled “FPL Announces Operating Licenses Extended
For Turkey Point Nuclear Power Plant” (June 7, 2002).

32
WAS:93659.1



Hospitals also would show, however, that existing depreciation rates assume only a
40-year useful life of the nuclear units, i.e., not the 60-year life that is consistent
with the Turkey Point authorized licenses following extension and FPL’s stated
intentions to operate the plants for 20-years beyond the 40-year life currently
assumed for depreciation purposes. (R. 11334). Thus, the Hospitals’ expert
witness, Mr. Kollen, would testify that it is necessary to correct the mismatch
between service lives and depreciation to prevent intergeneration inequities among
ratepayers. Id. He also would testify that it is necessary to adjust depreciation
rates to avoid distorting competition that will occur upon state adoption of
legislation to deregulate the market along the lines considered by the Energy
Commission. Id. The annual effect on FPL’s base rates of adjusting depreciation
is approximately $77.5 million. (R. 11336). The issue of whether this adjustment
should be made to depreciation rates for FPL’s nuclear units thus again requires the
resolution of factual issues.

Another factual dispute involves a deferred pension debit that FPL included
in working capital. This asset represents the cumulative effect of FPL’s net
pension income since 1994. (R. 11339).

The Hospitals’ expert, Mr. Kollen, in his prepared testimony, testified that
the rates that were in effect from 1994 through 2001 reflected the recovery from

ratepayers of positive pension expense based upon the test year levels included in
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rates in FPL’s last rate case in Commission Docket No. 830465-El. Id. However,
in his prepared testimony, Mr. Kollen also testified that from 1994 through 2001,
FPL experienced net pension income that was retained by FPL for the benefit of
shareholders. Id. Mr. Kollen testified that it therefore was improper to require
ratepayers to pay carrying charges on the asset resulting from the net pension
income. Id. He thus recommended that the deferred pension debit should be
removed from rate base. Id. He calculated that removing the deferred pension
debit from rate base for the 1994 — 2001 period would reduce FPL’s revenue
requirement by approximately $63 million. (R. 11340). As with the issues
discussed above, to determine the correct accounting treatment for the deferred
pension debit once again requires the resolution of disputed facts — in this case, a
determination of the proper way in which to account for the deferred pension debit
in view of the circumstances under which it arose.

It goes without saying that the Hospitals believe their position should prevail
on each of the matters discussed above. And were the Hospitals to prevail on each
of the items discussed above, which are a subset of the reductions the Hospitals are
seeking to FPL’s base rates, the reduction that would be called for based upon the
items that can be quantified at this point would be approximately $360 million, or

$100 million more than the reduction that was provided for by the settlement.
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But whether the Hospitals are right with respect to these items, or whether
FPL’s filed case is correct, only can be decided based upon a record that will allow
the Commission to consider the factual differences asserted by the parties. Thus,
the validity of the Commission’s action in approving the settlement only can be
determined based upon consideration and resolution of disputed facts.

As a result, Section 120.68(7)(a), Florida Statutes, requires that this case be
remanded with a direction that the Commission hold a hearing on these issues that
involve factual disputes, i.e., a court shall remand a case to an agency where no
hearing was provided prior to agency action and the validity of the action depends
on disputed facts. Sections 120.68(e)1 and 4, Florida Statutes, also require that this
case be remanded because the Commission did not have discretion to deny the
Hospitals the hearing they are seeking. See, e.g., Gugelmin v. Division Of Admin.
Hearings, 2002 Fla. App. LEXIS 6175 (Fla. 4™ DCA 2002); see also Tampa Elec.
Co. v. Garcia, 767 So. 2d 428, 433, corrected by 2000, Fla. LEXIS 1901 (2000)
rehearing denied, 2000 Fla. LEXIS 1902, cert. denied, 532 U.S. 905 (2001)
(“deference [to Commission orders] cannot be accorded when the commission
exceeds its authority.”). Further, the violation of the Hospitals’ due process rights
requires a remand under Section 120.68(7)(e)4, Florida Statutes due to the

violation of the Hospitals’ constitutional and statutory rights.
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II. THE COMMISSION’S FINAL ORDER IS NOT SUPPORTED BY
COMPETENT, SUBSTANTIAL EVIDENCE

This Court consistently has held that in reviewing a Commission decision,
the Court must determine whether the Commission’s “action comports with the
essential requirements of law and is supported by substantial competent evidence.”
Pan American World Airways, Inc. v. Florida Public Serv. Comm’'n, 427 So. 2d
716, 717 (Fla. 1983), relying upon Florida Tel. Co. v. Mayo, 350 So. 2d 775 (Fla.
1977); see also Teleco Communications Co. v. Clark, 695 So. 2d 304, 308 (Fla.
1997) (“we will uphold the PSC’s findings if competent substantial evidence exists
in the record to support those findings.”); see also Schreiber Express, Inc. v.
Yarborough, 257 So. 2d 245 (Fla. 1971).

The Court also has held that it will “not affirm a decision of the Commission
if it is arbitrary and unsupported by substantial competent evidence, or in violation
of a statutory or a constitutionally guaranteed right.” Citizens of the State of Fla. v.
Public Serv. Comm'n, 425 So. 2d 534, 538 (Fla. 1982). Thus, the Court remanded
a case to the Commission where the Commission arbitrarily selected a “fact” from
outside the record, finding that such a procedure “plainly violates the notions of
agency due process which are embodied in the administrative procedure act.”

General Dev. Utils., Inc. v. Hawkins, 357 So. 2d 408, 409 (Fla. 1978). Similarly,
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the Court quashed a Commission order where the Commission’s conclusion was
not supported by substantial evidence in the record. Fleet Transport Co. of Fla. v.
Mason, 188 So. 2d 294, 296 (Fla. 1966); see also Tamiami Trail Tours, Inc. v.
Bevis, 299 So. 2d 22, 24 (Fla. 1974) where the Court quashed a Commission order
finding that “the Commission’s action cannot be based upon speculation or
supposition.”

Here, we have a proceeding in which there the Commission’s order
approving the Stipulation refers to no evidence, substantial or otherwise, as support
for the Commission’s decision. Rather, the Commission apparently approved the
proposed settlement based upon an unstated speculation or supposition that the
settlement results in just and reasonable rates. But, the Commission never
critically reviewed any evidentiary record materials to make that determination
because no evidentiary record ever was compiled given the lack of a hearing. As a
result, the circumstances in which this case comes before the Court are analogous
to the circumstances the Court faced in Citizens of Fla. v. Mayo, 333 So. 2d 1
(1976). In that case, the Commission chose to conduct public hearings in which it
promised intervenors, including public counsel, the right to present evidence and to
cross-examine a utility’s witnesses. However, the Commission did not fulfill its

promise. It used procedures that effectively eliminated public counsel’s right to
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present witnesses or conduct cross-examination. In view of that circumstances, the
Court ruled:

By foreclosing public counsel’s effective participation in

the interim rate process after having assured it, the

procedures used by the Commission to grant interim rate
relief in this case were plainly improper.

Citizens of Fla. v. Mayo, 333 So. 2d at 18-19. After noting that due process under
Section 120.26, Florida Statutes (1973) required each party the opportunity, inter
alia, to conduct cross-examination, the Court found that, based upon the
Commission’s failure to follow the prescribed procedures, the Court lacked
sufficient information to determine whether the Commission’s decision was based
upon substantial and competent evidence. Id. at 20-21. Thus, it remanded the case
to the Commission for further procedures.

The circumstances in Citizens of Fla. v. Mayo are remarkably similar to the
circumstances here, except that the circumstances here are more egregious. Here,
the Hospitals were denied the opportunity to complete discovery and conduct
cross-examination, and there is no record that even purports to serve as substantial
evidence to support the Commission’s action. Thus, because the Commission’s
order approving the settlement is not supported by substantial evidence, Section

120.68(7)(b), Florida Statutes requires that this case be remanded to provide the
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Hospitals the hearing that the Commission had promised and which is guaranteed
under Sections 120.569 and 120.57(1), Florida Statutes.

III. A REMAND IS MANDATED WHERE A PROCEDURAL ERROR IS
MATERIAL TO THE FAIRNESS OF THE PROCEEDING

Given that the Commission did not afford the Hospitals the hearing that it
promised and that is required under Sections 120.569 and 120.57(1), Florida
Statutes, Section 120.68(7)(c), Florida Statutes clearly requires a remand of this
proceeding to the Commission. Florida courts repeatedly have relied upon Section
120.68(7)(c) to remand cases when agencies failed to follow prescribed
procedures. See, e.g., Creel v. District Bd. Of Trustees, 785 So. 2d 1285, 1287
(Fla. 5™ DCA 2001) (“this court is required to remand to the agency or set aside the
agency’s action when ‘the fairness of the proceedings or the correctness of the
action may have been impaired by a material error in procedure or a failure to
follow prescribed procedure.’ ”); see also Schrimsher v. School Bd. Of Palm Beach
County, 694 So. 2d 856, 861 (Fla. 4" DCA 1997), review denied, 703 So. 2d 477
(1997) (“Reversal is mandated when a procedural error is material to the fairness

of the proceedings.”); see also Ryan v. Florida Dep’t. of Bus. & Prof’l Regulation,

798 So. 2d 36, 38 (Fla. 4™ DCA 2001).
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IV. A REMAND IS MANDATED WHERE CORRECTION OF AN
ERROR OF LAW COMPELS A PARTICULAR ACTION

The Commission’s failure to afford the Hospitals the hearing guaranteed by
Sections 120.569 and 120.57, Florida Statutes, also requires a remand of this
proceeding under Section 120.68(7)(d), Florida Statutes. That section requires a
remand where an “agency has erroneously interpreted a provision of law and a
correct interpretation compels a particular action.” Further, as the court held in
Schrimsher v. School Bd., 694 So. 2d at 861, “[u]nlike with procedural errors, we
may reverse any erroneous interpretation of law, whether or not the error rises to a
level of materiality, so long as the correct interpretation compels a particular
action.”; see also Parlato v. Secret Owners Ass’n., 793 So. 2d 1158 (Fla. 1* DCA
2001).

Here, Sections 120.569 and 120.57, clearly provided the Hospitals the right
to a hearing and the right to conduct cross-examination. The Commission’s failure
to afford the Hospitals those rights was a clear error of law. And because a correct
interpretation of the law would provide the Hospitals those opportunities, Section
120.68(7)(d), Florida Statutes, requires that the case be remanded with a direction

compelling the action that is required by statute, i.e., a hearing with full rights of

cross-examination.
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V. THE COMMISSION’S ORDER APPROVING THE SETTLEMENT
IS NOT SUPPORTED BY FINDINGS OF FACT

Remand of this case also is required because the Commission’s order is not
supported by findings of fact. That failure to make findings of fact is another
instance of clear error.

In International Minerals & Chem. Corp. v. Mayo, 336 So. 2d 548, 552-53

(Fla. 1976), this Court held that:

[Tlhe PSC is required to make findings of fact in rate
proceedings. Village of North Palm Beach v. Mason,
167 So. 2d 721 (Fla. 1964); Central Truck Lines, Inc. v.
King, 146 So. 2d 370 (Fla. 1962) . . . . The requirement
of explicit fact findings makes for more careful
consideration by the Commission, helps assure that this
Court does not usurp the PSC’s fact finding prerogatives,
and otherwise facilitates review of Commission orders by
this Court. The more detailed the PSC’s findings are, the
more readily these important purposes are served.

Emphasis added.

The Court’s holding in International Minerals relied upon the Court’s earlier
decision in Central Truck Lines v. King where the Court reversed a Commission
decision based upon the Commission’s failure to make findings of fact. As the
Court stated there, “findings of fact on essential although collateral issues which
might justify the entry of a final order must be made . . . .” 146 So. 2d at 373 n. 1.

In rendering that decision, the Court relied upon the opinion of the United States
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Supreme Court in State of Fla. v. United States, 282 U.S. 194, 51 S. Ct. 119 (1931)
requiring findings of fact.

Here, there are no findings of fact whatsoever nor could there be based upon
the flawed procedures that were used by the Commission. This provides yet an

additional reason to remand this case.

CONCLUSION
As shown above, Sections 120.569 and 120.57, Florida Statutes, give the

Hospitals the right to a hearing in this case. However, because the Commission
did not afford the Hospitals a hearing, the Commission did not have any
evidentiary record to resolve key issues that the Commission itself had identified
as requiring a review of FPL’s rates in the first place. Accordingly, the Court

should remand this case to the Commission with directions that the Commission:
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(1) allow the Hospitals an opportunity for full discovery, (2) thereafter, afford the
Hospitals a hearing and (3) comply with all procedural requirements specified in

Section 120.57, in particular Section 120.57(2)(b).
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Appendix A

SUMMARY OF EVIDENCE THE HOSPITALS WOULD HAVE
PRESENTED TO SUPPORT A RATE REDUCTION OF AT LEAST $535
MILLION, i.e., MORE THAN DOUBLE THE RATE REDUCTION
PROVIDED BY THE SETTLEMENT APPROVED BY THE

COMMISSION'
Effect on
Summary of Evidence Annual Cost of Service
A.  The revenue refund due to the
effects of the 1999 Rate Agreement $34.086 million reduction
should be removed from the calculation
of rates.
B.  Depreciation expenses for
Turkey Point 3 and 4 and St. Lucie 1
and 2 nuclear plants should be $77.485 million reduction
reduced to reflect 20-year service
life extensions.
C.  The special nuclear and fossil
depreciation allowed pursuant $53.574 million reduction

to the 1999 Rate Agreement
should be amortized over three years.

D.  The deferred pension debit
included by the Company in working $62.873 million reduction
capital should be removed.

E. A claimed increase in storm
damage expense should be eliminated. $30.315 million reduction

' Ttems A — I would be established in the first instance through the testimony of the
Hospitals expert witness, Mr. Lane Kollen. Items J and K would be established
through cross-examination of FPL’s witnesses.
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F. Rate of return should be
adjusted to reflect internal funding of
storm damage reserve treated as a
rate base reduction.

G.  Reduce projected growth in
operation and maintenance expense,
excluding the proposed increase in
storm damage expense, from 9.2%
to 4.6%.

H.  There should be an adjustment
to FPL’s overall return for the
accumulated deferred income tax
effects of rate base adjustments.

I. Limit the common equity in
FPL’s capitalization structure to 50%,
quantified on a traditional basis.

J. The midpoint return on equity
proposed by FPL’s witness, Dr. Olivera,
should be reduced by 100 to 200

basis points.
K.  FPL’s ratepayers should not be
required to pay for the cost overrun

on the Sanford repowering project.

Total effect on annual cost of service

WAS 94338.1

$31.099 million reduction

$47.432 million reduction

$34.140 million increase

$172.545 million reduction

$47 million reduction

$13 million reduction

$535.269 million reduction
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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
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X Annual Report pursuant to Section 13 or 15(d) of the
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Yes X No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not
contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or
information statements incorporated by reference in Part I1] of this Form 10-K or any amendment to this

. Form 10-K.

Aggregate market value of outstanding Class A Common Stock $.01 par value, held by non-affiliates of
the Registrant at June 26, 1995 was $76,870,845 based on tlie closing sale price as computed by the
NASDAQ National Market System as of that date. For purposes of this calculation only, aftiliates are
deemed to be directors and executive officers of the Registrant.

Number of outstanding shares of Class A Common Stock, $.01 par value, at June 26, 1995 was
15,364,009.

Number of outstanding shares of Class B Common Stock, $.01 par value, at June 26, 1995 was
10,944,476.

Documents Incorporated by Reference

Portions of the Proxy Statement for the 1995 Annual Meeting of Stockholders are incorporated by
reference into Part 111 hereof.

PARTI

ITEM 1. BUSINESS (Dollars in thousands)

Introduction

Adelphia Communications Corporation ("Adelphia" and, collectively with its subsidiaries, the
"Company") is the seventh largest cable television operator in the United States. As of March 31, 1995,
cable systems owned or managed by the Company (the "Systems") in the aggregate passed 2,268,501
homes and served 1,579,437 basic subscribers who subscribed for 794,624 premium service units.

The Company's owned cable systems (the "Company Systems") are located in ten states and are
organized into seven regional clusters: Western New York, Virginia, Western Pennsylvania, New
England, Eastern Pennsylvania, Ohio and Coastal New Jersey. The Company Systems are located
primarily in suburban areas of large and medium-sized cities within the 50 largest television markets
("areas of dominant influence" or "ADIs," as measured by The Arbitron Company). At March 31, 1995,
the Company Systems passed 1,340,808 homes and served 975,066 basic subscribers.

The Company owns a 50% voting interest and non-voting preferred limited partnership interests
entitling the Company to a 16.5% priority return in Olympus Communications, L.P. ("Olympus").
Olympus is a joint venture which owns cable systems (the "Olympus Systems") primarily located in
some of the fastest growing areas of Florida. The Olympus Systems in Florida form a substantial part of
an eighth regional cluster, Southeastern Florida. The Company is the managing general partner of
Olympus. As of March 31, 1995, the Olympus Systems passed 512,052 homes and served 306,317 basic
subscribers. See "Management's Discussion and Analysis of Financial Condition and Results of

http://ir-web.finsys.com/edgar conv_html/1995/06/29/00/0000796486-95-000006.html 3/5/2002
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including customer service, service call dispatching, marketing, human resources, advertising sales and
government relations into regional offices. Each regional office has a related-téchnical center which
contains the facilities necessary for the Systems' technical functions, including construction, installations
and system maintenance and monitoring. Consolidating customer service functions into regional offices
allows the Company to provide customer service through better training and staffing of customer service
representatives, and by providing more advanced telecommunications and computer equipment and
software to its customer service representatives than would otherwise be economically feasible in
smaller systems.

The Company considers technological innovation to be an important component of cost-effective
improvement of its product and customer satisfaction. Through the use of fiber optic cable and other
technological improvements, the Company has increased system reliability, channel capacity and its
ability to deliver advanced cable television services. These improvements have enhanced customer
service, reduced operating expenses and allowed the Company to introduce additional services, such as
impulse-ordered pay-per-view programming, which expand customer choices and increase Company
revenues. The Company has developed new cable construction architecture which allows it to readily
deploy fiber optic cable in its systems. The Company has replaced approximately 24% of the total
installed trunk cable for the Systems with fiber optic cable and has used fiber optic cabie in all of its
rebuilding projects and principally all of the Systems' line extensions. In addition, the Company has
installed over 690 miles of fiber optic plant for point-to-point applications such as connecting or
eliminating headends or microwave link sites. Management believes that the Company is among the
leaders of the cable industry in the deployment of fiber optic cable.

Development of the Systems

The Company has focused on acquiring and developing systems in markets which have favorable
historical growth trends. The Company believes that the strong household growth trends in its Systems'
market areas are a key factor in positioning itself for future growth in basic subscribers.

Since 1982, the Company has grown principally by acquiring new cable systems and by developing
existing cable systems. On June 16, 1994, Adelphia invested $34,000 for a majority equity position in
TMC Holdings Corporation ("THC"), the parent of Tele-Media Company of Western Connecticut. THC
owns cable television systems serving approximately 43,000 subscribers in Western Connecticut. On
June 30, 1994, Adelphia acquired from Olympus 8§5% of the common stock of Northeast Cable, Inc.
("Northeast Cable") for a purchase price of $31,875. Northeast Cable owns cable television systems
serving approximately 36,500 subscribers in Eastern Pennsylvania. On January 10, 1995, Adelphia
issued 399,087 shares of Class A Common Stock in connection with the merger of a wholly-owned
subsidiary of Adelphia into Oxford Cablevision, Inc. ("Oxford"), one of the Benjamin Terry family (the
"Terry Family") cable systems. Oxford serves approximately 4,200 subscribers located in the North
Carolina counties of Granville and Warren. On January 31, 1995, the Company acquired Tele-Media of
Martha's Vineyard, L.P. for $11,775, a cable system serving approximately 7,000 subscribers in
Martha's Vineyard, Massachusetts. On February 28, 1995, ACP Holdings, Inc., a wholly owned
subsidiary and managing general partner of Olympus, certain shareholders of Adelphia, Olympus and
various Telesat Entities ("Telesat"), wholly-owned subsidiaries of FP&L Group, Inc., entered into an
investment agreement whereby Telesat agreed to contribute to Olympus substantially all of the assets
associated with certain cable television systems, serving approximately 50,000 subscribers in southern
Florida, in exchange for general and limited partner interests and newly issued preferred limited partner
interests in Olympus.

The Company will continue to evaluate new opportunities that allow for the expansion of its business
through the acquisition of additional cable television systems in geographic proximity to its existing

http://ir-web.finsys.com/edgar_conv_html/1995/06/29/00/0000796486-95-000006.html 3/5/2002
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PART I
ITEM 1. BUSINESS
(Ccllars in thousands)
Introduction

Olympus Communications, L.P. {("Olympus" and, collectively with its
subsidiaries, the "Company") is a limited partnership between ACP Holdings,
Inc. and ACC Holdings II, LLC, wholly-owned subsidiaries of Adelphia
Communications Corporation (together with its subsidiaries, "Adeiphia"). Prior
to October 1, 1999, the Company was a joint venture limited partrnership
between Adelphia and subsidiaries of FPL Group, Inc. (together with its
subsidiaries "FPL Group"). On that date, Olympus transferred all outstanding
common stock of its wholly-owned subsidiary, West Boca Security, Inc. ("WB
Security") to FPL Group in exchange for FPL Group's partnership -nterest in
Olympus. Olympus had assigned a $108,000 note receivaple from a wholly-owned
subsidiary to WB Security prior to the transfer of common stock to FPL Group.
The only asset of WB Security was this note which constituted the
consideration paid for the redemption of the FPL Group partnership interests
in Olympus and accrued priority return due to FPL Group. The Company's
operations consist of providing telecommunicaticns services primarily over its
networks, which are commenly referred to as broadband networks because they
can transmit large quantities of voice, video and data by way of digital or
analog signals. Adelphia is a leader in the telecommunications industry with
cable television and local telephone operations. As of Decemper 31, 1899,
Adelphia owned and managed cable television systems (including Olympus) with
broadband networks that passed in front of 7,502,707 homes and served
5,124,594 basic subscribers.

The Company operates one of the largest contiqQuous cable systems located in

http://www.erieri.com/freedata/proxies_10ks_appraisalnorms/wawselectsec.cfm 3/5/2002
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some of the fastest growing markets in Florida. As of December 31, 1983, =zne
Company's cable system (the "System") passed in front of 974,861 homes and
served 651,308 basic subscribers. In addition to traditionalTanalog cable
television, the Company cffers a wide range of telecommunication services
including digital cable television, high speed data and Internet access,
electronic security monitoring, paging and telephony.

The Private Securities Litigation Reform Act of 1995 provides a "safe
harbor" for forward-looking statements. Certain infcrmation incluaed 1n this
Annual Report on Form 10-K, including Management's Discussion and Analys:s of
Financial Condition and Results of Operations, 1s forward-looking, sucn as
information relating to the effects of future regulation, future capatal
commitments and the effects of competition. Such forward-locking information
involves important risks and uncertainties that could significantly affect
expected results in the future from those expressed in any forward-looking
statements made by, or on behalf of, the Company. These "forward looking
statements" can be identified by the use of forward-looking terminology such
as "believes", "expects”, "may", "will," "shculd," "intends" or "anticipates”
or the negative thereof or other variations thereon or comparable terminclogy
or by discussions of strategy that involve risks and uncertainties. These
risks and uncertainties include, but are not limited to, uncertainties
relating to economic conditions, acquisitions and divestitures, the
availability and cost of capital, government arnd regulatory policies, the
pricing and availability of equipment, materials, inventories and programming,
product acceptance, technological developments, and changes in the competitive
environment in which the Company operates. Persons reading this Annual Report
on Form 10-K are cautioned that forward-lcoking statements herein are only
predictions, that no assurance can be Given that the future results will be
achieved, and that actual events or results may differ materially as a result
of the risks and uncertainties facing the Company.

Business

Video Services

Cable television systems receive a variety of televisicn, radio and data
signals transmitted to receiving sites ("headends”) by way of off-air

antennas, microwave relay systems and satellite earth stations. Signals are
then

<PAGE>

modulated, amplified and distributed primarily through fiber optic and coaxial
cable to subscribers, who pay fees for the service. Cable television systems
are generally constructed and cperated pursuant to non-exclusive franchises

awarded by state or local government authorities for specified periods of
time.

Cable television systems typically offer subscribers a package of basic
video services consisting of local and distant television broadcast signals,
satellite-delivered non-broadcast channels (which offer programming such as
news, sports, family entertainment, music, weather, shopping, etc.) and
public, governmental and educational access channels.

In addition, premium service channels, which provide movies, live and taped
concerts, sports events and other programming, are offered for an extra
monthly charge. At December 31, 1939 over 98% of subscribers of the System
were also cffered pay-per-view programming, which allows the subscriber to
order special events or movies and to pay on a per event basis. Local,

http://www.erieri.com/freedata/proxies_10ks_appraisalnorms/wawselectsec.cfm 3/5/2002
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instance, although the PSC has mandated that competitive providers f:le
certain price lists, the PSC has resisted allowing competltxvg-carrlers o
file full tariffs, which would deny them the ability to rely on terms and
conditions normally included :n such tariffs and reguired instead reliance con
individual contracts. In addition, the PSC conducts proceedings and
rulemakings to address local competition issues including pricing of unbundled
netwerk elements and wholesale services available for resale. Finally,
pursuant teo its obligation uncer the 1396 Act, the PSC also reviews or
arbitrates interconnection agreement negotiations.

Based on the foregoing, the Ccmpany believes that the Florida Act and
actions of the PSC to date reflect a generally favorable legal and regu:atory
envircnment for new entrants, such as Olympus, to intrastate
telecommunications in Florida.

ITEM 2. PROPERTIES

The Company's principal physical assets consist of cable television
operating plant and egquipment, including signal receiving, enceoding and
deceding devices, headends and distribution systems and subscriber house arop
equipment for each of its cable television systems. The signal receiving
apparatus typically includes a tower, antenna, ancillary electronic equipment
and earth stations for reception of satellite signals. Headends, consisting of
associated electronic eguipment necessary for the reception, amplification and
modulation of signals, are located near the receiving qevices. The Company's
distribution system consists primarily of coaxial and fiber optic cables and
related electronic equipment. Subscriber devices consist of decoding
converters. The physical compcnents of cable television systems require
maintenance and periodic upgrading to keep pace with technological advances.

The Company's cables and related equipment are generally attached to utility
poles under pole rental agreements with local public uvtilities, although in
some areas the distribution cable is buried in underground ducts cor trenches.
See "Legislation and Regulation--FCC Regulation.”

The Company owns or leases parcels of real property for signal reception
sites (antenna towers and headends), microwave facilities and business offices
in each of its market areas, and owns most of its service vehicles.

Substantially all of the assets of Olympus' subsidiaries are subject to
erncumbrances as collateral in connection with the Company's credit
arrangements, either directly with a security interest or indirectly through a
pledge of the stock or partnership interests in the respective subsidiaries.
See Note 3 to the Olympus Communications, L.P. consoclidated financial
statements. The Company believes that its properties, both owned and leased,
are in good operating condition and are suitable and adequate for the
Company's business operaticns.

ITEM 3. LEGAL PROCEEDINGS

There are no material pending legal proceedings, other than routine
litigation incidental to the business, of which the Company or any of its
subsidiaries is a part or to which any of their property is subject.

ITEM 4. SUBMISSICN OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth
quarter of 1899.

20
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Agreement”) and agreed to be governed oy the provisions of the Delaware Revise=z
Uniform Limited Partnership Act and the Partnership Agreement;.-

<PAGE>

WHEREAS, the Partners desire to execute this Third Amendment to the
Second Amended and Restated Limited Partnership Agreement to reflect the
amendment of certain provisicns of the Partnership Agreement; and

WHEREAS, each of the capitalized terms not defined herein shall have
the meaning ascribed to tnem in the Partnership Agreement.

NOW, THEREFORE, 1in consideraticn cf the mutual promises and ccvenants
herein and intending to be legally becund, tne Partners agree as follows:

1. The Partnership Agreement is hereby amended by adding the
follewing new Section 12.12:

Redemption of Partnership Interests. Notwithstanding the
provisions of Sectien 17-702.1d) of the Delaware Revised Uniform
Fartnership Act, upon the Partnership's acquisition of an interest in
the Partnership by purchase, redemption or otherwise, the Managing

General Partner may determine that any such partnership interests will
nct be cancelled.

2. This Third Amendment may be executed in one or more counterparts,
each of which shall be deemed an original, but all of which taken together
shall constitute one and the same instrument. Delivery of executed signature

pages herecf by facsimile transmission shall censtitute effective and binding
execution and delivery hereof.

.

-2=
<PAGE>

IN WITNESS WHEREOF, the undersigned have executed this Third Amendment

to the Second Amended and Restafed Limited Partnership Agreement as of the date
first above written.

MANAGING GENEPAL PARTNER:

ACP HOLDINGS, INC.

By: /s/ Mizchael C. Mulcahey

————— - - - —

Name: Michael C. Mulcahey
Title: Assistant Treasurer

GENERAL PARTNER:
CABLE GP, INC.

By: /s/ Dennis P. Coyle

Name: Dennis P. Coyle
Title: President

http://www.erieri.com/freedata/proxies_10ks_appraisalnorms/wawselectsec.cfm 3/5/2002
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</TEXT>
</DOCUMENT>
<DOCUMENT>

<TYPE>EX-10.6

<SEQUENCE>3

LIMITEZED PARTNER: -

CABLE GP, INC.

By: /s/ Dennis P. Coyle

- -k - ——

Name: Dennis P. Coyle
Title: Fresident

PREFERRED LIMITED PARTNERS:

ACP HOLDINGS, INC.

By: /s/ Michael C. Mulcahey

Name: Michael C. Mulcahey
Title: Assistant Treasurer

-3~

CABILE GP, INC.

By: /s/ Dennis P. Coyle

Name: Dennis F. Coyle
Title: President

SPECIAL LIMITED PARTNER:
CRBLE GP, INC.
By: /s/ Dennis P. Coyle

ame: Dennis P. Coyle
Title: President

SENIOR LIMITED PARTNER:

CABLE GP, INC.

By: /s/ Dennis P. Coyle

Name: Dennis P. Coyle
Title: President

-4~
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Bruce I. Booken, Esquire "
Buchanan Ingersoll Professional Corporaticn
301 Grant Street

Cne Oxford Centre, 20th Flcor

Pittsburgh, PA 15219

Fax: 412-562-1041

To CTable GP:

700 Universe B3oulevard
Juno Beach, FL 33408
Attr: Deanis P. Coyle
Fax: 561-6894-4640

Effectiveness of Notice. Notice shall be deemed received the same day
(when delivered personally}, three (3) days after mailing (when sent by
registered or certified mail), and the next business day (when sent bty facsimile
transmission or when delivered by overnight courier). Any Party may change the
address of the Party to which all

<PAGE>

communications and notices may be sent hereunder by addressing notices of such
change in the manner provided.

Article §
LAWS GOVERNING

The construction and interpretation of this Agreemen%t and the rights of the
parties shall be governed by the laws of the State of Florida without regard to
its conflicts of laws provisicns.

Article 10
MISCELLANEQUS

Survival of Representations and Warranties, Nectwithstanding ary investigation
b y g

and review made by Olympus or Caktle GP pursuant tc this Agreement, Clympus and
Cable GP agree that all of the representations, warranties, covenants and
agreements of Olympus and Cable GP contained in this Agreement or in any cther
Closing Document shall survive the making of this Agreement, any 1nvestigation
or review made by or on behalf of the Parties hereto and the Closing hereunder;
provided that the representations and warranties contained in this Agreement
shall expire and be extinguished one year after the Closing Date except for

representaticns and warranties relating to title and ownership, which shall
survive forever.

Fair Market Value of Olympus Assets. The Parties hereto acknowledge and agree
that, as of the Closing Date, the current fair market value of the West Boca
Shares is $108,000,000. Olympus and Cable GP shall agree, within seventy-five
(75) days after the Closing Date, upon a schedule showing the fair market values
as of the Closing Date of the consolidated Olympus and subsidiary group assets
by category (including, but not limited to, the following categories: cash,
accounts receivable, tangible real property, tangible personal property,
franchise costs and cther intangible assets (defired as the asscets comprising
total intangible assets excluding franchise costs)), and schedules supporting
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financial information

plants, for $836 mulhion. The purchase pnce was based on an
agreement. subject 1o regulatcry approvals, reached with CMP
in January 1998. In October 1998, the FERC struck down
transrussion rules that had been in effec in New England
since the 1970s. FPL Energy filed a lawsuit in November 1998
requesting a declaratory judgment that CMP could not meet
te essenual terms of the purchase agreement and, as a result,
FPL Energy should not be required to complete the transac-
uon FPL Energy believed these FERC rulings regarding trans-
russion consututed 2 matenal aaverse effect under the pur-
cnase agreement because of the significant decline in the
vaiue of the assess czused by rthe rulings. The request for
declaratory judgment was derued in March 1999 and the
acquisiuon was completed on Aprd 7, 1999. The acquistuon
was accounted for under the purchase method of accountng
and the results of operaung the Maine piants have been
included in the consohdated financial statements since the
acquisinon date.

The FERC rulings regarding transmussion, as well as the
announcement of new entrants nto the market and changes
in fuel prces siince January 1998, resulted in FFL Energy
recording a $176 mullion pre-tax impaiurment loss to wnte-
down the fossil assets 1o therr fair value, which was deter-
muned based on 2 discounted cash flow analysis. The impanr-
ment loss reduced FPL Group's 1999 results of operations and
earrungs per share by $104 million and $0.61 per share,
respectively,

Most of the remainder of the purchase pnce was allocat-
ed to the hydro operaucns. The hydro plants and related
goadwill are being amoruzed on a straight-line basis over the
40-year term of the hydro plant operaung licenses.

10. DIVESTITURE OF CABLE INVESTMENTS

In January 1999, an FPL Group Capital subsidiary scld
35 mulion common shares of Adelphia Communucauons
Corporauon (Adelphia) steck and in October 1999 had us
one-thurd ownership interest in a cable limited pantnership
redeerned, resulting 1n after-tax gains of approxumately $96
mullion and $66 million, respectively. Botn investments had
been accounted for on the equity method.

11. SETTLEMENT OF LITIGATION

In October 1999, FPL and the Flonda Municipal Power
Agency (FMPA) entered into a settlement agreement pursuant
to which FPL agreed to pay FMPA a cash semiement; FPL
agreed to reduce the demand charge on an exisung power
purchase agreement; and FPL and FMPA agreed to enter into a
new power purchase agreement giving FMPA the nght to pur-

0 Bur.ding for the Future

chase lumyted amounts of power in the future at a specified
pnce FMPA agreed to dismuss the lawsuit with prejudice. and
both parties agreed to exchange murual releases The senle-
ment reduced FPL's 1999 net income by $42 mullion

12. COMMITMENTS AND CONTINGENCIES

Commitments — FPL has made commutments in connection
with a portion of :ts projected capnal expenditures. Capual
expend:tures for the construction or acquisiton of addiuonal
faciites and equipment to meet cusiomer demand are est-
mated to be approximately $3 1 bulion for 2000 through 2002
Included n thus three-year forecast are capital expenditures for
2000 of approxunately $1.3 bullion. As of December 31. 1999,
FPL Energy has made commiumnents totaiing approxumateiy
$72 mullion, prunanly in connecuon with the development of
an independent power project. FPL Group and us subsidianes,
other than FPL, have guaranteed aporoximately 3680 rmullion
of purchased power agreement obligauons, debt service pay-
ments and other payments subject to cenain contingenaes.

Insurance — Liability for accidents at nuclear power plants 1s
governed by the Pnce-Anderson Act. which luruts the habiliry
of nuclear reactor owners to the amount of the insurance
available from private sources and under an industry retro-
spective payment plan In accordance with this Act FPL mawn-
tawns 5200 mullion of pnvare hability insurance, whach 1s the
maximum obtainable, and parucipates in a secondary finanaal
protection system under which it 15 subject to revospecuve
assessments of up to 5363 mullion per inaxdent at any nuclear
utliey reactor 1n the United States, payable at a rate not 0
exveed $43 mullion per incident per year.

FPL parucipates in nuclear insurance murual comparnies
tha, provide 52.75 billion of lumited insurance coverage for
property damage, deconanunation and premature decomius-
sioning nsks at its nuclear plants. The proceeds from such
insurance, however. must first be used for reactor stabilizauon
and site deconta:Tunauen before they can be used for plant
repair FPL also participates in an insurance program that pro-
vides hrmuted coverage for replacement power costs f a
r.uclear plant 1s out cf service because of an acaident. In the
event of an accident at one of FPL's or another parucipaung
insured’s nuclear plants, FPL could be assessed up to §50 mul-
lion 1n retrospecuve premums.

In the event of a catastrophic 1oss at one of FPL's nuclear
plarits, the amount of insurance available may not be ade-
quate to cover property damage and other expenses incurred.
Urnunsured losses, to the extent not recovered through rates,
would be borne by FPL and could have a maienal adverse
effect on FPL Group s financial condition,

R. 11708
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Ar the hbeginning of 2000. FPL Group luunched a
nen subsidury FPL FiberNet LLC. to sell fiber-cpuc
nernork capaane en a whelesale basis to welephone.
¢.ible television. Internet senice providers and other
telecommunicauons companies 1in Flonda.

The subsidiin acquired nts exisung 1.6500-muile.
long-haul. mter-cirv fiber nervork from FPL and has
hegun 10 augment the nerwork by building and
operaling mntra-city nervorks 1n major metropehtan
areas 1n Florida FPL is also a custonier of the
subsidran, enjoving the same reliable. low-cost
telecommunications services as in the past.

FPL FiherNet's inter-city network. which has
heen n operation for 12 vears. travels from Miami to
Jacksomville on the east coast of Florida: Lake Citv in
north Florida: and Tampa south on the west coast.

Construction of an intra-city network 1in
Miami has been completed and similar projects
are underway in Fort Lauderdale. Tampa and West
Palm Beach. FPL FiberNet expects tc invest approxi-
mately $75 milhon toward 1ts metropolitan nerwork:
expanston in 2000 and plans to complete construction

of 15 metropolitan networks in Florida by 2002.

FPL FiberNet expects to complete construction of

WO

-

-

FPL FiberNet expects sales to be betneen $30 and
540 mullion 1n 1ts first vear of operanon The business
which s ulready profitable. 15 expected to be an
earnings enhuncer nedar-term. but 15 not expected 10
provide significant contributions 1o earnings urowth
for severil vears

The fiber-optic nemork was ongmually deyveloped
in the late 1980s 1o provide internal telecommunica-
tons senices [0 sUppPon company operations. In 1996
FPL begun ~elhing excess fiber-opuc cupacity along its
nework to the major telecommuniciations companies
operaung in Florida. Since 1ts launch. FPL FiberNet has
expanded its customer hase to include Internet senvice
providers and other telecommunications companies,

who will take adhvantage of the expanded network.
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15 metropolitan networks in Florida by 2002.
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ANALYSIS OF DIVERSIFICATION ACTIVITY
Individual Affiliated Transactions in Excess of $50C,000

-

“LORIDA POWER & LIGHT COMPANY
. or the Year Ended December 31, 1395

Provide informatan regarcing individual affiliated ransaztions in excess ot $500 000
Recumng monthly affiliated trarsactions which exceed $500.000 per manth shouic e reported
annually in the aggregate However, each land or property sales ransact:on even tncugh simitar
sales recur. thouid be repcried 35 3 "non-recumng” item for the period In which it ceours
Name of Description of Doliar
Line Affiliate Transaction Amount
No (a) (b) {c)
1 (FPL Group, Inz. Equity Conmbutons 10 FPL $280,000.000
2 |FFL Group Inc Fayroll Taxes $186,456.846
3 [FPL Group. Inc. Flonga income Tax Payments $47,9C0.000
4 |FPL Group, inc. Federal Income Tax Payments $430,371,405
5 [FPL Group. Inc. Thiit Plan Company Match Payments $17,561,800
6 |FPL Group, Inc Commeon Dividend Payments $557,922,723
7 IFPL Group. Inc FPL Group Bifling 1/95-12/95 $7.926,801
8 |FPL Group. Inc Federal Urempioyment Tax Payments $671,829
9 |FPL Group. Inc. IRS Refund $15,529,808
10 ’
11 [FPL Group Foundaticn, Inc. Charnable Contribution $1 425,000
2
13 (land Rescurce Investment Co. (LRIC) {Property Taxes 3,229,107
14 [Lang Resource investment Co. (LRIC) [Managemant Fee $6,303,783
15 {Lanc Resource Investment Co. (LRIC) [Adjustment to the 1984 Transfer of Juno Beach {$3,341,304)
16 Buwiding "D” and related faciiities tom FPL 1o LRIC
17 lLand Rescurce Invesiment Co (LRIC) | Transter ¢f the Systern Centro! Center from FPL Yo 318,564,878
18 LRIC
19
20 {Lanc Resource investment Co. (LRIC) {Transfe: cf imgrovements to the Lejeune/Flagier $516,513
21 Office Building from FPL to LRIC
22
23 |KPB Financial Corp Storm & Property Reserve Fund Contnbutions §47,521,088
24 |KPE Financal Corp. Sale of Acznunts Receivable to FPL $350,020,000
25 {KPB Financial Corp. Purchase of Azcounts Receivable tom FPL $350,000,000
26
27 |Ancdco Ing. Sale of land ad,acent to the Miami Central Service $600.000
28 Center to FPL
29
30
31
k¥,

Page 456 Schedule 3 - PSC/AF AV16 (12/54)
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ANALYSIS OF DIVERSIFICATION ACTIVITY

Assets or Rights Purchased from or Sold to Affiliates

FLCRIDA POWER & LIGHT COMPANY
For the Year Ended December 31, 1996

Previde a summany of atthates tansact cng olvirg asset trans’ers cr the ncnt ic use assets
Description Tre
Name of of Asset CosyCng Accumuiated!  Net Beek Fair Market PLrihase |Passec
Afliate or Rignt Cost Cepreciat.on Value Value Pnce YesNc
ZurcrasesiTransters from A4hiarec
KFB Firancial Accecunts Rt sl Ralotel <0 $350.000 000 - $385,020.600 | YES
Cerp (KFB) Recewasble (A)
La~c Rescurces |Nomx Cace St TES 35§ D §t.18%8.289 - S1.1852369 | YES
irvestment Ca. | District Otize
(LRIC) Lang
Larc Rescurces |Delray Eeacr SE2£ 28 g2 $64¢€ 218 £645.218 | YES
I=vesiment Ca.| Oistnel C%ice Sre
La~c Rescurces |[Inc.antown S48% €49 §-¢2.C&3 5294 £56 $254 836 | YES
Invesiment Co. | Warehouse
Land Resources |HollywooC Service| $:7C 23§ $2.286 $168.050 $168.030 | YES
investment Co. | Center
[ang Resources {Desctc Pizrt Site $:37.788 $0 $147.788 $147.788 | YES
irvestment Co.
Total $3£2 462,351
(A} Includes $20.00C adrmiristrative fee paid to KPB
- n fi Szles Price
KP8 Financial Accounts £375.000.0C0 $0 $375.C00.000 35375.000,000 | YES
Cop Recewabie
Lard Resourzes [improvements to $278B 958 S$8.547 $522.409 823,409 | YES
Irvestmert Co.| General Ofice
La~¢c Rescurces [improveTe-ts to $£3.828 $5.:87 $4E a41 $48 441 | YES
irvestment Co. | System Coritrol
Center
Total 375,571,850
Fage 458
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ANALYSIS OF DIVERSIFICATION ACTIVITY
Asscts or Rights Purchased from or Soid to Affiliates

FLORIDA POWER & LIGHT CCMPANY
Forthe Year Ended December 31, 193877

Previce 2 summary of a%lztec ‘ransactons iFvOlving asset ransfers or the “ig1 iz Lse assers
Descripuon T e
Name of cf Agsat CeslOng.  |aczumulated Net Book Fa.r Market Purchase |Passec
Aflzie or Rig=t Cecst  Dezrecianen Value Value Prce YesnNo
2urengses/Transters hom A€ ateg I ]
KPE Finanec.al Accounis SITEICCCCO £0 S37£.000 coQ - $375C2C.000 | YES
Cerg (KPB) Recewvable (A)
-217d Rescurces (Brevara Dasinct $225CCE3 $432.264 S3.017 799 - $3.017799 | YES
Investment Co.| Ofice
Total $378 037,759
{A) Incluces $£20,000 acmirisiratve fee paic 1o KF3 .
=slesTznsfers to Ahzies s Pne
¥.F2 Firancial Accounts <17 CCC 0Co 0 $410 C00.000 $£10,000,00 | YES
Corp Recewvabie
Lerc Resources |improvements to $567 064 £25,767 $514 297 £514 297 | YES
Investnen?! Cao. General Ofce
FPL Services 6 -15KV pot~eads $2.837 L) $2.337 S3 153 3,153 YES
and a swich
cabinet
FPL Services 4 - Hard Dnves $4 548 31213 83335 $Z 580 £2.560 YES
{BM PS2 Server £10.000 $9834 5166 $450 $450 YES
£SiErergy, Inc. |Laptep Computer $5 95§ $°045 £7 6114 SE£ 574 5,374 YES
Laptop Computer £5.470 0 £5470 $5270 $5.470 YES
Laptcp Computer 35470 1582 S5 318 $547¢C $5470 YES
Laptop Cempuer S a7C 152 $5.318 5270 £5.470 YZS
Total S$410.542.244
J
Page ¢58 Scredule 5§ - PSC/AFA/16 (1294)
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have advised the Board of Directors that. unless authority is withheld. they intend 10 vote the shares
represented by them at the Annual Meeting for the election of Perry S. Patterson. on behali ot the Class
A Common Stockholders. and for the election of John J. Rigas. Michae! J.’Rigas. Timothy | Rigos.
James P. Rigas. Pete J. Metros. Dennis P. Coyle. Lesiie J. Gelber. Peter L. Venetis and Erland E
Kailbourne. on behalf of all of the common stockholders of the Company . All nomtnees except \ir
Coyie. Mr. Gelber, Mr. Kailbourne and Mr. Venetis were first elected or appointed as directors of the
Company in 1986. Mr. Coyle was first elected as a director of the Company in 1953, This is the first

time that Mr. Gelber. Mr. Veretis and Mr. Kailbourne are being nominated as directars ot the Compam

The Board of Directors knows of no reason why any nominee for director would be unable 10 senve as

director. If at the time of the Annual Meeting any of the named nominees are unabie or unwilling to
serve as

2.

directors of the Company. the persons named in the proxy intend to vote for such substitutes as may be
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Pete J. Metros
Age 39 -

Pete J. Metros became a director of Adelphia on November 4. 1986. Mr. Metros is the Managing
Director of Mannesmann Dematic Systems - worldwide. On February 1. 1998, he was appointed 0 the
Board of Directors of Mannesmann Dematic AG, headquartered in Wetter. Germany. He continues to be
the President and a member of the Board of Directors for Mannesmann Dematic Rapistan Carporation
{since 1991). From August 1987 to December 1991. he was President of Rapistan Corp.. the predecessor
of Rapistan Demag Corporation. and of Truck Products Corp.. both of which were major subsidiaries ot
Lear Siegler Holdings Corp. From 1980 to August 1987. Mr. Metros was President of the Sicam
Turbine. Motor & Generator Division of Dresser-Rand Company. From 1964 1o 1980. he held various
positions at the General Electric Company. the last of which was Manager--Manufacturing for the Large
Gas Turbine Division. Mr. Metros is also on the Board of Directors of Hyperion and Borroughs
Corporation of Kalamazoo. Michigan. Mr. Metros has served as a director of Hyperion since 1997 and
received a BS degree from Georgia Institute of Technology in 1962.

4.

Dennis P. Coyle

Age 61

Dennis P. Coyle is General Counsel and Secretary of FPL Group. Inc. and Florida Power & Light
Company. Mr. Coyle was named General Counsel of FPL Group. Inc. and Florida Power & Light
Company in 1989, and assumed the additional title and responsibilities of Secretary of such companies
in 1991, He graduated from Dartmouth College in 1960 and received his law degree from Columbia
University in 1965. In an investment agreement with respect to Olympus Communications. L.P.
("Olvmpus." a joint venture of the Company). John. Michael. Timothy and James Rigas had agreed 1o
vote a sufficient number of shares of the Company's Class A common stock to elect to the Board of
Directors a nominee of Telesat Cablevision, Inc.. which is the Company's joint venture partner in
Olympus. This agreement terminated on January 29. 1999 when Telesat scld all of its Adelphia stock to
the Company. Prior to such termination. Mr. Covle was the nominee of Telesat Cablevision. Inc.. which
is an indirect. wholly-owned subsidiary of FPL Group, Inc.

Leslie J. Gelber
Age 43

Leslie J. Gelber has been President and Chief Operating Officer of Caithness Corporation since January
1. 1999. Prior to this position. Mr. Gelber was President of Cogen Technologies. Inc. from July 1998
untii December 1998. From 1993 until July 1998, Mr. Gelber was the President of ESI Energy. Inc.. a
former subsidiary of FPL Group. Inc. Prior 10 joining ESI, Mr. Gelber was the Director of Corporate
Development for FPL Group and was Chairman of FPL Group's cable television subsidiary and
President of its information services subsidiary. Mr. Gelber received a B.A. degree from Alfred

University in 1977 and a Master's degree in business administration from the University of Miami in
1978.

Peter L. Venetis

hup://ir-web.finsys.com/edgar_conv_html/199%/09/23/15/0000950132-99-000862.html 352002
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Review of the retail DOCKET NO. 00114B-ET
rates of Florida Power & Light ORDER NO. PSC-02-0401-PCO-EI
Company. ISSUED: March 22, 2002

ORDER VACATING ORDER GRANTING MOTION TO COMPEL

On February 27, 2002, I issued Order No. PSC-02-0254-PCO-EI
granting the South Florida Hospital & Healthcare Association’s
(SFHHA) motion to compel discovery in this docket. For the reasons
set forth below, I now vacate that order.

By its Motion to Compel filed January 30, 2002, the SFHAA
sought answers to its Interrogatory Nos. 32 and 33 seeking
information concerning transactions involving Florida Power & Light
Company’s (FPL) unregulated affiliates. FPL responded on February
6, 2002, that the information sought was beyond the permissible
scope of discovery in this proceeding.

I On March 1, 2002, FPL filed a Motion for Reconsideration
claiming that the Order fundamentally misapprehended the applicable
law governing discovery. On March 8, 2002, SFHHA filed a response

. to FPL's Motion for Reconsideration. While this matter was
pending, on March 14, 2002, I issued Order No. PSC-02-0348-PCO-EI,
suspending the procedural schedule and discovery in this docket.

l On March 15, 2002, a Settlement and Stipulation was filed, which if
approved, would dispose cof all pending matters in this case. This
agreement was approved by vote ¢f the Commission on March 22, 2002.
The discovery suspension was never lifted, and the Commission has

I voted to close the docket. It is, therefore, apparent that there
is no need for FPL to provide SFHHA with the information. In
consideration of these facts, I find that Order No. PSC-02-~0254-

' PCO-EI should be vacated.
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It is therefore,

Ordered that Order No. PSC-02-0254-PCO-EI be and the same is
hereby vacated.

By ORDER of Commissioner Braulio L. Baez, as Prehearing
Officer, this 22nd day of March, 2002.

/s/ Braulio L. Baez
BRAULIO L. BAEZ
Commissioner and Prehearing Officer

This is a facsimile copy. Ge to the
Commission’s Web site,
http://www.floridapsc.com or fax a request
to 1-850-413-7118, for a copy of the order
with signature.

{ SEAL)
R
l NOTICE OF RTHER PROCEEDIN R DICIAL REVIEW
The Florida Public Service Commission is required by Section
l 120.569(1), Florida Statutes, to notify ©parties of any
administrative hearing or judicial review of Commission orders that
is available under Sections 120.57 or 120.68, Florida Statutes, as
l well as the procedures and time limits that apply. This notice

should not be construed to mean all reguests for an administrative

hearing or judicial review will be granted or result in the relief
sought.

Mediation may be available on a case-by-case basis. If
mediation is conducted, 1t does not affect a substantially
interested person's right to a hearing.

Any party adversely affected by this order, which is

preliminary, procedural or intermediate in nature, may request: (1)
reconsideration within 10 days pursuant to Rule 25-22.0376, Florida
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Administrative Code, if issued by a Prehearing Officer; (2)
reconsideration within 15 days pursuant to Rule 25-22.060, Florida
Administrative Code, if issued by the Commission; or (3) judicial
review by the Florida Supreme Court, in the case of an electric,
gas or telephone utility, or the First District Court of Appeal, in

the case of a water or wastewater utility. A motion for
reconsideration shall be filed with the Director, Division of the
Commission Clerk and Administrative Services, in the form

prescribed by Rule 25-22.060, Florida Administrative Code.
Judicial review of a preliminary, procedural or intermediate ruling
or order is available if review of the final action will not
provide an adequate remedy. Such review may be requested from the
appropriate court, as described above, pursuant to Rule 9.100,
Florida Rules of Appellate Procedure.

R. 11834
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BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 001148-EI

In the Matter of

REVIEW OF THE RETAIL RATES
OF FLORIDA POWER & LIGHT
COMPANY .

ELECTRONIC VERSIONS OF THIS TRANSCRIPT ARE
A CONVENIENCE COPY ONLY AND ARE NOT
THE OFFICIAL TRANSCRIPT OF THE HEARING.
THE .PDF VERSION INCLUDES PREFILED TESTIMONY.

PROCEEDINGS: SPECIAL AGENDA CONFERENCE

BEFORE: CHAIRMAN LILA A. JABER
COMMISSIONER J. TERRY DEASON
COMMISSIONER BRAULIO L. BAEZ
COMMISSIONER MICHAEL A. PALECKI
COMMISSIONER RUDOLPH "RUDY" BRADLEY

DATE : Friday. March 22, 2002

TIME: Commenced at 8:35 a.m.
Concluded at 10:05 a.m.

PLACE : Betty Easley Conference Cer*er
Room 148
4075 Esplanade Way
Tallahassee, Florida

REPORTED BY: LINDA BOLES, RPR

Official FPSC Reporter
(850) 413-6734

FLORIDA PUBLIC SERVICE COMMISSION
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APPEARANCES::

PAUL EVANSON, and R. WADE LITCHFIELD, Florida Power
& Light Company, 700 Universe Boulevard, Juno Beach, Florida
33408-0420, appearing on behalf of Florida Power & Light
Company .

KENNETH L. WISEMAN, Andrews & Kurth, L.L.P., 1701
Pennsylvania Avenue, N.W., Suite 300, Washington, D.C.
20006-5805, appearing on behalf of South Florida Hospital and
Health Care Association.

ROBERT SCHEFFEL WRIGHT, Landers & Parsons, P.A., 310
West College Avenue, Tallahassee, Florida 32302, appearing on
behalf of Lee County.

MICHAEL B. TWOMEY, Post Office Box 5256, Tallahassee.
Florida 32314-5256. appearing on behalf of Thomas and
Genevieve Twomey.

SEANN FRAZIER, Greenberg, Traurig, P.A., 101 East
College Avenue, Tallahassee, Florida 32302. appearing on
behalf of Florida Retail Federation.

VICKI GORDON KAUFMAN, McWhirter, Reeves, McGlothlin,
Davidson, Decker, Kaufman, Arnold and Steen. P.A., 117 South
Gadsden Street, Tallahassee, Florida 32301, appearing on

behalf of Florida Industrial Power Users Group.
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APPEARANCES CONTINUED:

JACK SHREVE. Public Counsel, Office of the Public
Counsel, c/o The Florida Legislature, 111 W. Madison Street.
Suite 812, Tatlahassee. Florida 32399. appearing on behalf of
the Citizens of the State of Florida.

ED PASCHALL, 200 West College Avenue, Tallahassee,
Florida 32301, appearing on behalf of AARP.

ROBERT V. ELIAS, FPSC Division of Legal Services. 2540
Shumard Oak Boulevard, Tallahassee, Florida 32399-0850,

appearing on behalf of the Commission Staff.

FLORIDA PUBLIC SERVICE COMMISSION
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PROCEEDINGS

CHAIRMAN JABER: Good morning. We're going to go
ahead and get started with the Agenda. This is a special
agenda. There's no notice to be read or anything like that.

MR. ELIAS: No.

CHAIRMAN JABER: I suppose it would be appropriate to
say that we are here to consider the proposed settlement that
was filed by FP&L, et al. We are going to allow some time for
parties to make presentations. I have to tell you that I'm
going to allow you up to five minutes. We'll start with
Mr. Evanson over here and move this way. Feel free to take up
to five minutes, but we will be brief in the presentations.

Go ahead, Mr. Evanson.

MR. LITCHFIELD: Commissioner Jaber, if it would be
acceptable to you, we'd defer initially to Mr. Shreve, if
that's all right.

CHAIRMAN JABER: Absolutely.

MR. LITCHFIELD: Thank you.

CHAIRMAN JABER: Good morning.

MR. SHREVE: Good morning. We do appreciate the
Commission taking this matter up as early as you have so that
we can get these benefits to the customers. And I will be
brief. We have several Intervenors here that would like to
speak thi1s morning.

I think you've all seen the settlement and I'm sure

FLORIDA PUBLIC SERVICE COMMISSION R. 11838
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the Staff has thoroughly reviewed it. It calls for a
$250 million decrease in rates. which brings the total decrease
to $600 million.

In addition to that. we have some protections in
there allowed to ﬁ]orida Power & Light in case there are
anymore downturns which have to be covered. We have protection
for the customers in the way of a rebate and a sharing program
such as we did last time with what we feel very comfortable
with on the sharing points. The last agreement has produced or
will have produced when the agreement is up in April over
$200 million in refunds. We feel this agreement will do just
as much, if not much more, as far as refunds go.

It's been a pleasure to work with all of the parties
in this case. And after Mr. Evanson completes his remarks, I
would 1ike for the Commission. if we could., to give the parties
that are here an opportunity to speak and say what their
thoughts are on the agreement.

Here again, it's been a team effort. We've all
worked together on this and feel that we've produced a
settlement that is beneficial to the ratepayers in the State of
Florida. Thank you.

CHAIRMAN JABER: Thank you, Mr. Shreve. Mr. Evanson?

MR. EVANSON: Okay. Good morning. I'm delighted to
be here to seek your final order of approval of this settlement

agreement which I believe is in the best interest of all the
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parties, including especially the FPL customers.

I'd first 1ike to express our appreciation to the
Commission for encouraging the settlement and to end this
protracted, costly rate review proceeding. And I'd also like
to express my appreciation to Jack Shreve, the Office of Public
Counsel, and all the Intervenors for their constructive
approach in negotiating this agreement with us, sometimes
negotiating it too well. perhaps.

Reaching this agreement, reaching thi1s settlement
agreement came after a very thorough and complete review of
FPL's operations by your Staff as well as all the Intervenors
in the case.

FPL filed or produced over 1,300 pages of minimum
filing requirements. 4,100 responses to discovery, 750 pages of
direct testimony from 13 expert withesses with over 100,000
pages of documents attached. So the record. the record
demonstrates this was a comprehensive and exhaustive review of
our operations.

Now. as Mr. Shreve said, this agreement provides for
an annual permanent base rate reduction of $250 million or
seven percent for all of our customers, and in addition a
midcourse fuel correction of $200 million. This will put FPL's
rates about 18 to 20 percent below national averages.

The new agreement is patterned after the existing

agreement, which was entered into in 1999 and which cut base

FLORIDA PUBLIC SERVICE COMMISSION R 11840
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7
rates by $350 million. With the approval of this agreement,
base rates will then be $600 million below the Tevel of only
three years ago. And, frankly. we know of no company that has
ever cut rates by that order of magnitude.

Like its predecessor, the new agreement also provides
for future revenue sharing. And under the existing agreement.
we estimate that over $200 million in special one-time refunds
to customers will be paid over the term of that agreement.

The agreement also continues the innovative
incentive-based regulatory structure championed by FPL, the
Office of Public Counsel and this Commission. The approach
offers FPL the opportunity to be rewarded to the extent that,
and really only to the extent that it improves operational
efficiencies and drives costs out of the system.

The FPL incentive during the term of the agreement
becomes the benefit to customers at the end of the agreement
through permanent rate cuts, which is exactly what this new
agreement is all about.

I believe the State of Florida and this Commission
are leading the nation in enlightened and progressive utility
regulation.

S0 in summary, I think this settlement is really a
win, win, win. [ think it's a win for our customers, 1t's a
win for our shareholders and I think it's a win for the State

of Florida. and I urge your prompt. final order of approval of

FLORIDA PUBLIC SERVICE COMMISSION
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8
it so that our customers may begin to enjoy these lower rates
beginning April 15th. Thank you very much.

CHAIRMAN JABER: Thank you, Mr. Evanson. Any other
parties to the settlement?

MR. SHREVE: Commissioner., if I might. We do have
several of the parties represented here, and I'11 call on all
that I know that are represented here. And, once again, I
would Tike to point out that this is a docket that the
Commission opened. You elected to have this rate review. And
if the Commission had not opened it. then there's probably a
very good chance that we wouldn't be at the tables now with
this rate reduction. So I'd 1ike to thank the Commission and
congratulate you on opening this docket. It is a different
situation than we normally have as far as a full-blown rate
case petitioned by the parties, but that's where we are.

I'd 1ike to call, mention that we have had good
cooperation. excellent cooperation with everyone, and a few
people would Tike to make a few brief remarks. I'd like to
first call on Scheff Wright, if I could. who represents Lee
County. And this is one of the first times we've actually had
a county involved, and I think it's excellent that we have a
local government involved like this.

CHAIRMAN JABER: Mr. Wright.

MR. WRIGHT: Thank you, Madam Chairman. Scheff

Wright appearing on behalf of Lee County. Florida.

FLORIDA PUBLIC SERVICE COMMISSION R. 11842
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Lee County supports the stipulation and settlement.
I'd Tike to echo the comments of Mr. Shreve and Mr. Evanson:
thank the Commission very much for undertaking to hear the
settlement this quickly so that we can get the benefits of the
settlement in place for all of FPL's customers as soon as
possible.

This settlement is fair, reasonable and appropriate.
It provides a good incentive-based regulatory structure. It's
specifically beneficial to Lee County government as well as to
all FPL's residential, commercial, industrial and institutional
customers in Lee County and everywhere else in FPL's service
territory. We support the settlement. We thank you for your
prompt consideration of the settlement and we urge you to
approve it. Thanks.

MR. SHREVE: Publix Super Market is represented by
Tom Cloud. Mr. Cloud was on the road and I think unable to be
here. 1'm not sure if anyone else had come in for Tom. but he
was, worked hard on all aspects of this case and the
settlement.

Ron LaFace representing the Florida Retail Federation
has worked diligently with us on this, and Seann Frazier. I
know, is here from the firm. I think Mr. LaFace is tied up in
the Legislature probably since this is the last day of the
session. So if. Seann, if you had any comments you wanted to

make.

FLORIDA PUBLIC SERVICE COMMISSION R. 11843
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MR. FRAZIER: We just want to echo the sentiments and
express our appreciation for this settlement. Thank you.

CHAIRMAN JABER: Thank you.

MR. SHREVE: Mr. McWhirter has worked diligently with
us in this. he 1s'back in Tampa today, representing the Florida
Industrial Power Users Group. This is a group that we have in,
I guess, every single case and it's always good to have them 1n
here. They're real stalwart in their representation and work
in all of the cases. And although John is not here, Vicki
Kaufman is here representing FIPUG.

MS. KAUFMAN: Thank you, Madam Chairman, Mr. Shreve.
Vicki Gordon Kaufman on behalf of the Florida Industrial Power
Users Group. We echo ali the comments that you have heard.

As Mr. Shreve said, FIPUG has a long history of
participation before this Commission in rate cases and other
matters that affect large consumers. We wish that all our
cases would have such a happy conclusion as this one.

We're very appreciative of the hard work of the
Commission Staff, the Commissioners and all the parties, and we
echo the comments that this is a settlement that's in the
interest of all the ratepayers of Florida. Not only does it
have tremendous benefits to all of the ratepayers. but it also
has resulted in the elimination of some protracted 1itigation
that has saved my clients and others as well a lot of costs.

We'd rather see that money coming back to the customers than

FLORIDA PUBLIC SERVICE COMMISSION R. 11844
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11
being expended on 1itigation before the Commission. So we
wholeheartedly support the settlement and also ask for your
final approval of it today. Thank you.

CHAIRMAN JABER: Ms. Kaufman, I just wanted you to
know that all your cases can conclude like this, if you want.

I couldn't let that go.

MR. SHREVE: Madam Chairman. one of our larger
clients we're going to have appear here today and make some
comments: Mr. Ed Paschall of AARP. Ed has come back from
Israel specifically for this hearing. [ appreciate Ed coming
out. Ed always works with us. and we're happy to be able to
converse with them throughout these proceedings and have worked
with them and tried to cooperate with our, really with our
largest single consumer group in the state. And they've worked
with us on every case that we've had and it's always a
pleasure, and I appreciate Ed coming out.

CHAIRMAN JABER: Good morning.

MR. PASCHALL: Good morning. Madam Chairman, members
of the Commission. It's always a pieasure for us to have the
opportunity to come over here and speak to the Public Service
Commission, and especially in this case since it appears pretty
much that the deal has been done and it looks like a good deal
for everybody who is involved in it.

We would 1ike to extend our compliments to all of the

parties who were involved in the deliberations that led to this

FLORIDA PUBLIC SERVICE COMMISSION R. 11845
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negotiated settlement. which does appear to be a very good one
for. as was mentioned a few minutes ago, a win, win, win
situation, that it should be a great benefit to everybody.
especially to a lot of the older people whom we represent and
who can certainly use every dollar that they can save as far as
their utilities are concerned because that's one of their
highest costs when it comes to their continuing their existence
either in the summer or in the winter. So we think this is
good, a good agreement and we hope that you will speedily
approve it. Thank you very much.

CHAIRMAN JABER: Thank you, Mr. Paschall.

MR. SHREVE: And of the parties that signed on the
agreement, last and by far from least., Mr. Mike Twomey. We
were wondering about Mike. but he did receive his fee from his
mother and dad Tast night. as I understand it. And I'd like to
ask if Mike would, if he has any comments he'd like to make.
Mike has worked with us hard on this and he's a hard man to
please, but he's up here.

CHAIRMAN JABER: Are you saying you saved Mr. Twomey
for last., is that what you're saying?

MR. TWOMEY: Not the best for last necessarily.

Madam Chairman, Commissioners, Mike Twomey on behalf
of Thomas and Genevieve Twomey. 1'd like to just briefly
recognze some folks probably or chronologically, I guess. in

the order of this case.
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First, I'd 1ike to commend your Staff for bringing
this case to you and urging the filing that brings us to this
point. They deserve a lot of credit for that.

Next. y'all deserve credit for accepting the
recommendation and ordering the filing in this case and
sticking to that throughout.

Next, of course. would be the parties and Staff for
engaging 1n the very thorough discovery they engaged in. which
gave us reams of data Mr. Evanson spoke to moments ago, which
should have given confidence to ail the parties that this
settlement is in the best interest of the consumers and the
company and give y'all confidence and your Staff confidence as
well that we had all the information we needed to make a
reasonable judgment of what the reduction should be.

Next, of course, I'd like to compliment Jack Shreve
and the management of the company for engaging in these
settlement negotiations and the other parties that played a
role in that, but particularly Jack Shreve for doing such a
great job for the consumers and for the company. being as
reasonable as they have been.

As one advocate in this case, I think the settlement
is excellent for the consumers of Florida, I assume it's good
for the company as well, and would urge your acceptance of it.
Thanks .

CHAIRMAN JABER: Thank you. Mr. Twomey.
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MR. SHREVE: Okay. Madam Chairman, I think it's good
that Mr. Twomey pointed out the one thing that this Commission
did want and that everyone wanted was all the information that
was needed to review, and I think that has been thoroughly
reviewed, particularly by your Staff and all the parties and
the discovery that we've had in it.

South Florida Hospital Association is also a party.
Mr. Wiseman or the association has not signed on the agreement,
but 1'd Tike to call on him, if he has any remarks at this
time.

CHAIRMAN JABER: Give me your name one more time.

MR. WISEMAN: Kenneth Wiseman for the South Florida
Hospital Health Care Association.

First of all, I want to express our appreciation to
Jack Shreve for the hard work that he's done in trying to craft
what would be a universal settlement of any support in the
concept of attempting to reach a settlement. Unfortunately, we
cannot support the settlement in this case and I guess I'm
feeling a 1ittle bit lonely over here, given the other
comments.

But that being said, let me also say at the outset,
and I say this with no disrespect whatsoever to the Commission,
but I'm somewhat chagrined that we have but five minutes to |
present our position because we thought at least that we'd be

given the opportunity to present a thorough analysis to show
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why this settlement should not be approved.

CHAIRMAN JABER: How much time do you need,

Mr. Wiseman?

MR. WISEMAN: I would need at least a half an hour.

CHAIRMAN JABER: Okay. Commissioners, what's your
pleasure? I mean, we've read the settlement. We really are
here to discuss the proposed settlement. It was a proceeding
that the Commission initiated. How about you do the best you
can with 15 minutes.

MR. WISEMAN: A1l right. 1I'11 take a shot at that.
Thank you very much.

The first item that I'd like to point out that we
disagree with strenuously is the proposition that the
$250 million cost-of-service reduction is adequate. We believe
that if we were given the opportunity to present evidence in
this case, we could show that a cost-of-service reduction more
along the iines of a minimum of $500 million is what's needed
in this case. and we think the evidence would support that.

Now I don't have time., I don't believe, to go through
the items individually as I had intended. But we have
presented testimony concerning specific items that are included
in FPL's test year, projected test year cost-of-service that
are inappropriate. And when you compile those items together,
it amounts to, I believe it's approximately $475 million in

cost-of-service reductions.
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On top of that, certain items that we can quantify at
this time, but which were, we intended to develop through
cross-examination and on brief, relate to FPL's requested
return on equity, which we believed the evidence that's in the
case right now, if you simply look at the evidence presented by
Dr. Olivera, FPL's witness on return on equity. would support a
100 to 200 basis point reduction in the midpoint return on
equity that he's proposed. And that produces an additional
$47 million reduction to FPL's test year cost-of-service.

On top of that, there are, there's an issue related
to the Sanford repowering project. Based upon the evidence
that is available to us right now, we know that there's a cost
overrun of approximately $100 million on that project. FPL's
ratepayers shouldn't be required to pay for a cost overrun
that's caused by FPL's inefficient process of constructing the
repowering project. That would produce another $13 million per
year reduction to the test year cost-of-service.

So when you add those items up together. and these
are items that we can quantify right now, we come up with
$535 million in cost-of-service reductions. And to be honest,
when we compare that to the $250 million reduction that's
called for in the settlement. the $250 mi1lion reduction does
not seem adequate and we don't believe that it's, it will
result in just and reasonable rates.

One particular item that I want to talk about in the
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cost-of-service reductions relates to FPL's capital structure.
FPL has an extraordinarily thick equity cohponent in its
capital structure. It's 64 percent. That's excessive for an
A-rated utility. If you look at Standard & Poor's., Standard &
Poor's suggests that an A-rated utility facing. having a risk
profile similar to FPL's should have a capital structure of
approximately 50 percent common equity. That's, in fact -- by
the way. the 50 percent common equity is directly consistent
with a comparison group that Mr., I'm sorry, Dr. Olivera used
in his testimony on behalf of FPL.

Standard & Poor's and Moody's have both said that FPL
Group 15 engaged in high-risk business activities by its
nonregulated affiliates. Those nonregulated affiliates are
involved in building independent power projects in other
states. And it's because of those unregulated activities in
the high business risk that FPL Group has to have a very thick
equity component in order to provide credit protection.

Now the effect of having that equity component. that
thick equity component is FPL's ratepayers are subsidizing the
activities of unregulated affiliates. And, again, those
activities are the construction of power plants in other states
that in no way serve the ratepayers in Florida.

The effect of that item alone is approximately
$173 million in the test year cost-of-service. So you take

that item alone and you're bumping right up against the
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$250 miTlion reduction that the settlement provides without
even getting into the other items that I would include in our
quantification of $500 million in cost-of-service reductions.

Now those are the items -- so far I've referred to
items that we can quantify. but I want to stress that there are
a lot of items that we can't quantify at this time. And,
frankly, that's because FPL has been stonewalling on discovery
in this case.

There's no question but that FPL has been engaged in
numerous transactions with unregulated business affiliates.
The Taw is clear that we have the right in discovery to obtain
information about those activities to find out whether they're
impacting rates or not. |

In fact, as we're sitting here today. there's an
order from Commissioner Baez acting as presiding officer
requiring FPL to produce that information, but FPL hasn't done
it. Instead what it did is it filed what we regard as a
frivolous motion for reconsideration, which was a way of FPL
stonewalling and not providing the information to which we're
entitled.

Now what are those activities? First of all, there
is @ -- FPL Group's 2000 annual report indicated that the FPL
Group owned interest in an entity called Adelphia
Communications Corp. It sold that at a $150 million gain. The

annual report also indicated that FPL Group redeemed interest
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in a cable TV partnership for a $108 mililion gain. We know for
sure that FPL's been engaged in activities at least with
Adelphia, and we were trying to find out whether it was engaged
in activities, business activities with this other organization
as well.

The business activities with Adelphia, FPL admits
that Adelphia uses FPL property in conducting Adelphia's
business. Now FPL does get rentals. rent revenues from
Adelphia, but the question is are those adequate or not? Are
they covering the costs or are FPL's ratepayers subsidizing
Adelphia's investors?

We'd Tike to get discovery about that, but we have
been denied discovery at this point because FPL just hasn't
turned it over, notwithstanding the order from Commissioner
Baez.

FPL also sold property in 2000 to an affiliate called
FiberNet. Now those assets, and FPL admits this. those assets,
it was a fiber optic network, originally were constructed to
support FPL's utitity operations. Since the transfer to
FiberNet, FPL's rental revenues have dropped precipitously. I
think that creates a clear question: What is going on with
this affiliate? Again, we've sought information about this and
FPL has stonewalled. We haven't gotten the information.

There's another affiliate named Land Resource

Investment Company. FPL surveillance reports clearly disclose
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that millions of dollars of FPL property have been shed and
provided to that entity. But, again. we don't know what the
purpose of that is and whether that's resulting in a transfer
of ratepayer value over to the investors in the unregulated
business activitiés.

COMMISSIONER JABER: Mr. Wiseman, 1 just want to give
you a heads-up that you have just two or three minutes left.

MR. WISEMAN: A1l right. Thank you.

The point is that there's an inadequate record in
this proceeding. Neither the Commission nor really any members
that signed onto the stipuiation have any knowledge of what the
impact is of the unregulated business activities on FPL's
rates.

Since I only have a couple of minutes, I'11 cut to
the end. The bottom 1ine is that we think there's inadequate
information about FPL's dealings with affiliates. We believe
that if you look at FPL's resource planning process, that also
is a matter that's not been disclosed on this record because
FPL stonewaliled on providing discovery concerning it. And we
know at a minimum that it's resulted in a $100 miliion overrun
in at least one case.

FPL's rates haven't been examined on a comprehensive
basis in 18 years. And, again, I don't say this -- well, I say
this with no disrespect to the Commission, but that has got to

be a record for a regulated public utility in this, in this

R
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country.

It's time that FPL's rates be examined
comprehensively. What we would ask is that you defer ruling on
this stipulation; that what you do is you allow the discovery
process to be completed so that we obtain the information
concerning FPL's affiliate dealings and concerning its resource
planning process; that after obtaining that discovery, you hold
a hearing on the merits of the settlement proposal to find out
whether the settlement proposal, in fact, results in just and
reasonable rates. And that's a determination that we submit
can only be based upon a full and adequate administrative
record, and that's not something that the Commission has
currently before it. Thank you very much.

CHAIRMAN JABER: Thank you, Mr. Wiseman. Staff, I've
got -- and, parties. I know you probably want to respond. but
let's allow you to respond after the Commissioners ask
questions as well.

Staff, I have a series of questions. Some go to the
points raised by Mr. Wiseman, some go to your recommendation
and some really serve to clarify for me the terms of the
settlement.

I was trying to understand the revenue sharing
mechanism, first of all. And, Dale. I'm sorry to skip around
on you like this, but the revenue sharing mechanism, if I

understood it correctly, for the Year 2002, all revenues
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between $3,580,000 and $3.740.000 would be shared one-third to
the shareholders and two-thirds to retail customers. Now
because we're, we've already started 2002, there's a cap, if I
understand it correctly. for the Year 2002 to 71.5 percent of
the revenues exceeding the cap.

MR. MAILHOT: That's correct.

CHAIRMAN JABER: For the Year 2003, revenues between
$3.680,000 and $3,840,000 are shared. again. one-third to
shareholders. two-thirds to the retail consumer.

MR. MAILHOT: That's right.

CHAIRMAN JABER: A1l -- and this is critical. I want
to make sure I'm doing this right. All revenue over $3,840,000
will be refunded entirely to the retail customer. Is that your
understanding of this settlement?

MR. MAILHOT: Yes.

CHAIRMAN JABER: For the Year 2004, all revenues
between $3.780,000 and $3.940.000 are shared. again., one-third
to the shareholders, two-thirds to the retail customers. and
all revenue over the $3,940,000 will be refunded entirely to
the consumers.

MR. MAILHOT: Yes.

CHAIRMAN JABER: In the Year 2005, which, if we
accept the settlement. will be the last year of the settlement;
right? That's all revenues between $3,880.000 and $4.040.000

will be shared one-third to sharehoiders and two-thirds to
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retail consumers. Al1. all revenue over $4,040.000 will be
refunded entirely to the retail consumer.

MR. MAILHOT: That's correct. But all those amounts
are billions, yes.

CHAIRMAN JABER: A1l right. Now I want to
understand -- what did you say?

MR. MAILHOT: They're all billions.

CHAIRMAN JABER: Oh, thank you. See.

MR. LITCHFIELD: We appreciate that clarification
from Staff.

CHAIRMAN JABER: Sodo I. SodoI. SodolI.

Now I want to understand the cost-of-service study.
It's my understanding that the cost-of-service study filed by
FP&L shows that some groups are below parity and some are above
parity.

MS. KUMMER: Yes, ma'am.

CHAIRMAN JABER: For the hospital group. it's your
representation that the Hospital Association is currently below
parity.

MS. KUMMER: I would assume without first-hand
knowledge that they would be served under one of the general
service demand classes, and those are all below parity to some
degree. Yes, ma'am.

CHAIRMAN JABER: What do you mean by parity?

MS. KUMMER: Parity is a bit of a short-hand term in
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cost-of-service. The purpose of a cost-of-service study is to
determine if a class's revenue recovers the costs necessary to
serve that class.

A benchmark we use is to compare the rate of return
within a class to the system rate of return. That's what we
call a parity ratio. If the system, if the class rate of
return is higher than the system rate of return, it's above
parity. If it's below the system rate of return, it's below
parity.

CHAIRMAN JABER: And through the rate case
proceeding, as I recall when we initiated the proceeding, one
of the discussions we had was let's make sure that the rate
classes are at parity. they're where they need to be in terms
of contribution levels. And had -- if this Commission decides .
to go forward with the rate proceeding, what that means for the
Hospital Association is we take them to parity, which in
dollars, and, again, correct me if I'm wrong, but in dollars
that equates to a rate increase.

MS. KUMMER: In a theoretical sense, that's correct,
that we do try to bring classes as close to parity as possible
in a rate case. In a case where we have a revenue reduction
across the board. what would 1ikely happen is they would get
less of an increase perhaps than other classes are above parity
if -- for classes which are already below parity. And that. in

fact, is what happened with the lighting classes. as stated in
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the stipulation, that they did not get a decrease for those
classes because they're already so far below parity. we didn't
feel that 1t was necessary.

CHAIRMAN JABER: Now how does the stipulation address
that? If I underétand the stipulation correctly, it actually
keeps the classes right where they are and allows the rate
reduction to be shared with all classes regardless of the fact
that they're not at parity.

MS. KUMMER: That's the proposal. It is an
across-the-board reduction. This is different from what has
been proposed and accepted in the other stipulations offered by
the company and the parties in that those were allocated on
energy. If you allocate the decrease on energy. more of the
decrease goes to large customers simply because they have more
kilowatt hours to allocate it on.

This method of allocating on a percentage across the
board does not help parity, but it does not make it worse the
way an energy allocation would tend to do.

CHAIRMAN JABER: Now from the recommendation, just a
couple of things I need to understand. on Page 4 you make the
comparison of a percentage reduction 1n base rates to, in the
fashion that the stipulation sets forth, to sort of a base rate
reduction based on an energy allocation. And Staff's
recommendation is the settlement actually does it better, that

an allocation based on energy usage is, is, and I'm reading
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into your sentence, is almost unfair.

MS. KUMMER: It tends --

CHAIRMAN JABER: Can you elaborate?

MS. KUMMER: That is correct. An energy allocation.
again, tends to give a larger percentage of the decrease to the
larger customer classes. the commercial classes which are
already below parity. The across-the-board increase gives
everybody a fairer shot at the pot of dollars to decrease
those, yes.

CHAIRMAN JABER: In the last stipulation was the rate
reduction done based on an energy allocation?

MS. KUMMER: Yes, ma'am. And we much prefer the
across-the-board.

CHAIRMAN JABER: On Page 5 of your recommendation,
when you're going through the individual items of the
stipulation, you make reference to the fact that Item 10
probably should be clarified.

MR. SLEMKEWICZ: Yes. That the -- that -- they can
take that credit of up to $125 million against depreciation
expense, but it would be on a calendar year basis: So for 2002
it would just be over the rest of the year and then it would be
on an annual calendar year basis for the rest of the agreement.

CHAIRMAN JABER: But the purpose of your statement,
is that something we, if we accept the settlement, we should

clarify in the order or should we seek clarification from the
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parties? What is it you need to accomplish this clarification?

MR. SLEMKEWICZ: Well, we've been looking at the. you
know, the plan -- the existing plan ends this April. And we
Just wanted to make sure that it did not keep going from April
to April on an annual basis for their proposal. And we just
wanted to make sure they're doing it on a calendar year basis
rather than April to April.

COMMISSIONER DEASON: Under your proposal or the way
that you view this, what would be the maximum amount of credit
which could be taken in the Year 2002?

MR. SLEMKEWICZ: They could take the entire
$125 million, if they decided to do that.

COMMISSIONER DEASON: But it would be from April to
December 31, and then after, every subsequent year it would be
a calendar year basis until the termination of the agreement,
which is in 2005.

MR. SLEMKEWICZ: That's correct.

COMMISSIONER DEASON: Okay. Is that the parties’
understanding as well?

MR. LITCHFIELD: That's correct.

CHAIRMAN JABER: Mr. Shreve?

MR. SHREVE: Yes.

CHAIRMAN JABER: A1l right. Finally, Staff. we heard
Mr. Wiseman's remarks. Do you have any concern that you didn't

have responses to your discovery or that there was stonewalling
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on your discovery? The parties have represented that actually
there's adequate discovery and adequate information in the
case. I want to make sure that Staff agrees with that.

MR. MAILHOT: 1 believe the company has provided
responses to all of our questions so far.

CHAIRMAN JABER: And, Staff, if I've done my math
correctly and understand the revenue sharing mechanism, it's
actually a continuation of the revenue sharing plan that has
been existence, in existence that will expire April 15th of
this year. And do you have any idea of what that equates to in
dollars at the end of 20057 How big of a revenue refund, rate
refund are we talking about for the consumers of the State of
Florida at the end of 20057

MR. MAILHOT: Beginning in April of 20027

CHAIRMAN JABER: Yes.

MR. MAILHOT: Roughly, if you add in the midcourse
correction, it's probably to a billion dollars over three and
three-quarters years.

CHAIRMAN JABER: Daie, I can't hear you.

MR. MAILHOT: It's probably close to a billion
dollars over three and three-quarters years in total.

CHAIRMAN JABER: Commissioners, those are all the
questions 1 have right now. Any gquestions?

COMMISSIONER DEASON: Madam Chairman, I have just a

few questions concerning the agreement and Staff's
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recommendation, more, I think, clarification than anything
else. If now is the appropriate time, I can ask those
questions.

CHAIRMAN JABER: Absolutely.

COMMISSIONER DEASON: Okay. I'11 direct this at
Staff and then, if I need further amplification, I'11 address
it to the parties. But I'm looking at the agreement itself,
which is Page 14 of the recommendation, and I'm looking at
Paragraph 12. And this is. this concerns amortization expense
that's recorded as an offset to the investment tax credit
interest synchronization adjustment.

I just need further understanding. Exactly what,
what does this accomplish and what's the reason for it?

MR. MAILHOT: TItems 11 and 12 actually are very old
items from the company's last rate case, and they should have
been or they should be addressed at the time of the company's
next rate case. And this is really, it's somewhat of a cleanup
item for something that they've been recording for the last
probably 15 years at least.

COMMISSIONER DEASON: So this is something that if we
had actually taken this matter to hearing, this would have been
something that would have been accomplished, at least it would
have been Staff's recommendation to have accomplished this in
the final order?

MR. MAILHOT: That's correct.
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COMMISSIONER DEASON: Okay. The, the other question
I have, 1 guess this is probably more appropriately addressed
to the company. and it has to do with the ability of the
company to, to book credit amounts to the depreciation expense
up to $125 m111ioﬁ per year. And we got, just got
clarification as to how that would work during the. during the
duration of this agreement.

I. I can understand the necessity for this. It gives
the company some, some flexibility. This agreement is over a
number of years and you cannot look into a crystal ball and
know exactly what's going to transpire durirg that period of
time. I guess it gives the company some ability to have some
consistency and stabilize earnings, if necessary.

I guess my question, I guess I'm looking for some
assurance from the company, is that this provision will not be
utilized unnecessarily. I think that I'm looking for a
commitment that the company w11l continue its, its stellar
track record in the past of being efficient in managing their
company effectively to the benefit of its stockholders and its
customers and that these amounts will not be utilized unless
necessary, and that's the kind of comfort I'm looking for. And
if someone can address that, I certainly would appreciate it.

MR. EVANSON: Well, Commissioner Deason, we certainly
intend to continue to operate the company in the same efficient

manner we have in the past and we certainly will be making
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every effort to improve operational efficiency and
productivity. And I think that's also inherent in the
agreement that's giving us that incentive to continue to do it.
number one.

Number two, on the depreciation side. I think it's
1ikely that we would avail ourselves of that provision probably
to the fullest extent probably in every year. And I say that
for not. not primarily because of the earnings impact. but also
because when we actually compare ourselves, our depreciation
rates to all of our various peers in the industry, it's very
clear that our rates are far higher than most. In fact. they
may be the highest in the industry in terms of the depreciation
rate that we're taking.

So we've done a lot to do that, we've changed a lot
of policies, and I think perhaps we've gone too far in that
area. We did. as you know, in the '90s under the depreciation,
special depreciation program approved by the Commission take
perhaps an additional billion dollars of special depreciation
secondly. And then when we go back and look at the remaining
book value of our assets, they are extremely low and extremely
Tow compared to industry averages. The fossil is about, 1
think it's almost a fourth of what the industry average is; the
nuclear is about the same order of magnitude. So in a sense
we've significantly -- it appeared to me relative to industry

and also relative to market value, those assets have been very
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highly depreciated.

And indeed, as you know, when the 2020 Study
Commission was looking at issues of transferring assets out of
rate base uniike almost every jurisdiction in the country that
had a concern about stranded costs. the issue that, that raised
in the Commission was really stranded benefit because the
assets are depreciated to that degree.

So, frankly, we think it's appropriate to Tock at
that depreciation and that, and that this reduction is probably
bringing depreciation to an appropriate level. And since we
will not be having, I believe, not having a full review of
depreciation by the Staff during that period. we think the
review probably would have shown that we were overdepreciating.

So it serves a few purposes, but I think it certainly
would serve the purpose of bringing our depreciation more
in-Tine. And I think after we've taken that, to the extent
that we take the full $125 million., we actually will be in-1ine
with peer groups.

So, first, I think we probably will be taking it but,
secondly and most importantly. it will have no impact
whatsoever on our intense effort to continue to improve
operations.

COMMISSIONER DEASON: When is, when is the next
depreciation study due to be filed?

MR. EVANSON: Depreciation study?
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COMMISSIONER DEASON: Depreciation study, yes.

MR. EVANSON: [ think it otherwise would have been
filed 1n 2003. And I believe, the attorneys can correct me, I
believe under this agreement that'll be postponed until --

CHAIRMAN JABER: Ms. Lee. you have the date?

MS. LEE: Yes. The company was granted a waiver to
file their depreciation study April 30th. 2003, unless there
was a settlement 1n the rate case, at which time it would come
forth that they would come forward.

CHAIRMAN JABER: Come forth when?

MS. LEE: That date would be relooked at. come
forward, it would be a 1ot sooner than the April 2003 date.

COMMISSIONER DEASON: So when do we anticipate that
the next study will be due?

MS. LEE: It 1s my understanding talking with the
company. they can file a study by October the 30th of this
year, recognizing the settlement goes through.

MR. ELIAS: And, Commissioners, if I might add, we
recognize that one of the explicit terms of the settlement is
that depreciation rates will not change during the term of the
settlement, but we still see validity to the study and getting
the information and keeping tabs on it on a regular basis.

COMMISSIONER DEASON: Well, I'm glad we're having
this discussion because it's clarifying to me the purpose of

this latitude which is given to the company that it's really
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not a cushion to be able to absorb earnings or unforeseen
circumstances. This is really an effort to get depreciation,
at least in the view of the company, to a level to where it
needs to be. That's what I understand the explanation. Am I
oversimplifying it, Mr. Evanson?

MR. EVANSON: Well, I think there are two aspects.
That's clearly one, and I think one that otherwise is
overlooked. But the second is certainly it helps, it does
cushion the earnings impact to the company on, from a
$250 million rate cut.

COMMISSIONER DEASON: I guess what I'm, I'm hopeful
that we can avoid, and it gives me some comfort in your
representation that this is really an effort to get
depreciation reserves, not the rates, the rates stay the same,
get the depreciation reserves in the long-term where they., they
need to be.

We know that if, if we underdepreciate or
overdepreciate, there has to be corrective measures taken after
the next study. And my effort, I mean. my concern is try -- I
want the depreciation reserves to be as accurate as possible.

I want to hopefully avoid though erratic changes in
depreciation rates. And I know that this agreement keeps rates
frozen. depreciation rates frozen during the entire period. 1
would hope that after the conclusion of this settlement, if it

is approved, that we would not find ourselves in a situation
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where depreciation reserves are way out of balance from where
they should, theoretically should be. And you've given me the
indication that you think this is a step in the right direction
to get those, actually to get those, as a positive thing to get
the reserves wheré they should be.

MR. EVANSON: Right.

COMMISSIONER DEASON: I'm looking for some feedback
from Staff. Does Staff share that view or does Staff feel like
that it's just too unpredictable at this point to forecast that
far ahead as to where depreciation reserves should be?

MS. LEE: Commissioner, I think it's too early to
tell, as the story goes.

[ am concerned with the company's statement that all
of the sudden their plant is, quote. overdepreciated. My
personal opinion is this reversal of depreciation expense, if
you will, is a cushion, a management of, to help them manage
earning. And it's interesting, at least to me. that the prior
stipulation where the company was recording additional
depreciation expense, and I think it was in the magnitude of up
to $100 million a year in discretionary amortization expense,
and the caveat was that that accelerated amount would not be
carried forward in the design of depreciation rates. Follow me
through, you're booking additional depreciation expense, which
would. if it was included in the reserve, would lower your

depreciation rate. That stipulation did not allow us to
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include it in the depreciation rate design.

Now when it's going the other way. they're going to
credit the, the expense, they want that included in the
depreciation, depreciation rate design next time, which will
Tower depreciation rates even further.

COMMISSIONER DEASON: We have -- under the previous
stipulation though we have accumulated some $170 million in
recognition of that additional. additional depreciation.

MS. LEE: Right.

COMMISSIONER DEASON: And that that's going to be the
first item which is going to be addressed in the flexibility of
the company to book $125 million per year: correct?

MS. LEE: Exactly. Essentially reversing that out.
Uh-huh.

COMMISSIONER DEASON: Okay.

CHAIRMAN JABER: Commissioners, any other questions?

COMMISSIONER BRADLEY: Yes. 1 have a question.

[tem 13, and by no means am I encouraging an
increase, but I just need some explanation of Item 13. You
know, one of your service areas is Dade County, and I'm just
curious as to what the impact of Item 13 is going to be upon
your quality of service if, in fact. we have another no-name
storm come through South Florida. What are your plans to. to
deal with that, if we have another catastrophic event such as

what we had a couple of years ago?
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MR. LITCHFIELD: We do have reserves. This is Wade
Litchfield on behalf of FPL. We do have a storm fund reserve
which would be used as well as insurance proceeds to finance
reconstruction of any portion of the system that happened to be
taken down by a major storm. We would hope that would be
sufficient.

To the extent that it wasn't and we needed additional
funds, we would make that reguest of the Commission at that
time. But that is our plan.

We had asked to increase the accrual in the reserve
in the storm fund, but as part of the give and take in the
course of reaching a settlement we had agreed to withdraw a
request in that regard. We feel, however, though that we have
the good faith of the Commission backing us, as well as, to
some extent, the reserves and the insurance proceeds to back us
in those instances.

COMMISSIONER BRADLEY: One other question.

CHAIRMAN JABER: Uh-huh. Go ahead.

COMMISSIONER BRADLEY: Now this is not going to
result in any layoffs within your Tabor force, is it? I'm
thinking about the crews that need to be available.

MR. LITCHFIELD: The agreement of the -- the
settlement agreement will not result in layoffs, is that your
question, Commissioner Bradley?

COMMISSIONER BRADLEY: Yes. Will it?
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MR. LITCHFIELD: Will it?

COMMISSIONER BRADLEY: Yes.

MR. EVANSON: Well, I wouldn't say the settlement as
such would, but we continually and regularly look at improving
our operations and our productivity. And I'd say over the
whole decade of the '90s we have regularly perhaps made
reductions of one kind or another in personnel; some years
greater, some years not.

So this, this in and of itself doesn't change that,
although it certainly makes it more challenging to achieve what
people might consider satisfactory return because there will be
a lot of pressure on the company to try to make those
satisfactory returns. But we're not going to do it. We're not
going to jeopardize service in any way as a result of that.

COMMISSIONER BRADLEY: Okay.

CHAIRMAN JABER: Just to follow-up. just to drive
this point home, one of the things. frankly, I was impressed
with as I went to your service hearings in particular was the
amount of customers that came out in support of FP&L's service.
And only a handful in terms of -- you know. it's all relative,
I'm sure. But in terms of how many customers you serve, it was
just a handful of people that were not pleased with your
quality of service. And as I recall, those concerns were
immediately addressed by your staff, and there were a lot of

concerns with respect to the rate levels.
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But similar to Commissioner Deason, I guess I'm
looking for your assurance that if we accept this settlement at
the end of the discussion, that the good quality of service
that you do provide will not be jeopardized in any manner.

MR. EVANSON: That's absolutely so. And the
agreement that we're entering into is really very similar and
analogous to the agreement that we entered into three years
ago. And I think, as you noted, the quality of service has
actually improved significantly during that three-year period.
So our intention is clearly to try to continue that going
forward, and this will in no way, signing this. approving this
agreement would in no way jeopardize that.

CHAIRMAN JABER: Commissioners, any other questions?

COMMISSIONER PALECKI: I'd just Tike to ask a
follow-up question to Commissioner Bradley's inquiry, inquiry
regarding the storm damage reserve.

I recollect that this reserve fund was created after
Hurricane Andrew because it was impossible to get reascnable,
reasonably-priced insurance after that disaster.

Has that situation changed in Florida Power & Light's
territory and do you have a situation now where you can
purchase insurance at a more reasonable rate?

MR. EVANSON: The insurance has improved a Tittle
bit. Certainly right after Hurricane Andrew you could not get

any insurance coverage at almost any reasonable price. It has
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improved, but I think the, the economics is such that to the
extent you can reasonably build the fund, it's more economic to
do that than to purchase insurance. And what we've tried to do
is get a mix of the two because the insurance gives you a big
benefit day one, Big coverage day one:; whereas, the fund builds
up over time.

COMMISSIONER PALECKI: What is the level of the fund?

MR. EVANSON: So we don't., we still don't have
insurance more, the levels necessarily that we'd Tike or the
rates the way they are. 1 think now it's about $100 million of
insurance coverage. At the time of Hurricane Andrew it was
$350 million with a premium of about. I believe it was
$3 million, maybe even less. It was Tike a one percent. So
since then the percentage premiums have increased
significantly.

COMMISSIONER PALECKI: So your situation now is that
you're insured in the amount of $100 million?

MR. EVANSON: $100 million, $100 million at certain
Tevels.

COMMISSIONER PALECKI: And that's in addition --

MR. EVANSON: It's kind of complicated because there
are deductibles and then it goes in certain levels.

COMMISSIONER PALECKI: And that's in addition to the
storm fund?

MR. EVANSON: Yes.
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COMMISSIONER PALECKI: Thank you.

CHAIRMAN JABER: Commissioner Baez?

COMMISSIONER BAEZ: Just one follow-up on that
because this Section 13 of the -- is Section 13 creating a
right of recovery that didn't exist before? Does the
agreement, is the agreement offering you the ability to come
back and., and recover prudently incurred costs in excess of
whatever the storm reserve was that didn't exist before?

MR. EVANSON: Well, no. it doesﬁ‘t change, I think,
what was there before. Actually what, what makes the most
economic sense, and I think what we came in and requested some
time ago from the Commission after Hurricane Andrew was, was an
agreement or a rule from the Commission that to the extent that
there were losses, significant losses from the storm, that we
would have the ability to recover them via a clause over a
three-to-five year period. That's probably -- that's more
economic, makes more economic sense, you might say. using that
word generally, than it 1s even to set up a fund.

But the Commission at that time said that that logic
made a 1ot of sense and, to the extent you are short, why don't
you come in and we'll talk about it then? And I think what
this is doing is continuing that same logic. So there's not a
change in my mind in the substance of where we were before that
provision.

COMMISSIONER BAEZ: Thank you.
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CHAIRMAN JABER: Commissioner Bradley?

COMMISSIONER BRADLEY: Yes. Just to. not to belabor
the point, but so then the Commission should assume then that
you have sufficient funds to cover a catastrophic event at this
time in this barticu1ar reserve fund?

MR. EVANSON: No. We. we have, we have what we think
is adequate for most occurrences. But I could tell you surely
if a storm Tike Hurricane Andrew hit Miami and came right up
the east coast through Palm Beach, there would not be nearly
enough assets in that fund in insurance and it would be a
significant impact to the company. and there's no doubt I would
be here before you asking for some kind of special relief on it
because you could be talking about billions of dollars in that
case.

COMMISSIONER BRADLEY: Okay.

CHAIRMAN JABER: Mr. Shreve, we've had some
discussion this morning. Is there anything that you've heard
this morning that changes your opinion or your involvement in
this settlement being. in your opinion, a good settlement?

MR. SHREVE: No., Commissioner. there's not. And I do
have a couple of comments, if I may.

I don't really have any argument or disagreement with
Mr. Wiseman's statements on the issues that he made. As you
know, we come in with what we consider a strong case and put

forth every issue before this Commission that we feel is
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justified and credible. I will have to say we have not always
won on the issues that we have, even though they're totally
justified, and we always intend to put on that strong case.
knowing we won't necessarily win on every issue and certainly
the company will not win on every issue. So we take that into
consideration.

Qur case actually 1ssue by issue would have called
for larger cuts in some issues than Mr. Wiseman's would, and I
think he did a good job in putting those issues together.

Some of the parties filed for less of a rate
reduction than we have in the settlement. So I think you have
to take it in perspective. If we could get some type of
assurance from the Commission that we could have our way on all
the issues, you'd be surprised what we'd have.

CHAIRMAN JABER: We'll see what we can do.

MR. SHREVE: But we don't have that assurance.

CHAIRMAN JABER: We'll see what we can do for you.

MR. SHREVE: Well, I appreciate that, and y'all have
done well. You've provided us an opportunity here to file and
get the discovery. And on the discovery, we, of course, have
had some arguments with Florida Power & Light. as we do with
all the utilities on the discovery, sometimes they're things
that we think we might be entitled to that they might disagree
and we come to you and have those straightened out. And I

think we have, we've certainly had arguments in this case. 1
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think we've availed ourselves of the procedures and done well
and had good cooperation with some disagreement on what we
should have.

Back to the point about the issues. We understand
that and we'll always continue to put forth the strongest
credible issues we can.

The Commission is not, does not Tose any authority in
this. As you know, and the parties have discussed this, we do
not take away any of your authority to bring Florida Power &
Light back, if you deem to at some time in the future, just
1ike you did this last time. And Mr. Wiseman may have done the
wise thing -- that's a bad pun -- the correct thing here. 1
mean, the other parties are bound by this that have signed on
the stipulation. Mr. Wiseman has not, so the Hospital
Association, I think if they decided they wanted to pursue
something in addition at a later time. they could. I don't
think they're bound in some ways the same way the other parties
are.

Just to go into a little of the logic or background
of this agreement and possibly some other agfeeménts. And, you
know, we've had quite a few stipulations that have come out. I
guess the first really -- now we started having stipulations
with some refunds in cases before basically on overearnings.
Then we moved into really an incentive-type stipulation with

Bell was the first really large one where we had a $300 million
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rate cut with refunds that amounted to over, over $300 miilion
during the four-year term of that agreement.

We then tailored things differently with Florida
Power & Light and with Gulf in the last one because I think
using the revenue-as a measurement rather than ROE, it puts the
customers in a position to benefit from the funds while putting
the company, of revenues, while putting the company in a
position to go ahead and take advantage of whatever
efficiencies that they can. And even though they do that,
where in the past we might have had an argument about ROE, we
don't have that argument because we're dealing with revenues.

Some of the reasons that we're able to get the
decrease in the last case was because of the write down of the
assets which you had going on for several years. We were able
to take advantage of that and that's the reason we were able, a
large part of the reason we were able to get the decreases we
were last time.

I think that the settlement last time where we
received all the benefits on a revenue basis put the company in
a position to better manage. to be more efficient, while not
taking away any of the service oversight that you have, they
still have to tow the mark on that and everycne expects that.
but they had to be more efficient, cut costs. And by tailoring
the agreement the way we did, we now are able to take advantage

again at this point of those same efficiencies that were caused
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by the last agreement. And I would Took forward to this
happening in the future.

The Commission does not have the authority to order
refunds except in a situation where we have an interim rate
decrease, we come in and put the order in and get the stake in
the grounds. If you could come in here and order that the
company refund everything above the top of the range., I would
accept it in a minute and it would be great, but you don't have
that.

In this situation we have what I consider a very
large justified rate cut. The company's filing after 9/11,
which really impacted this case and Florida Power's case, we
had to take that into consideration because revenues dropped
and their estimates dropped by over $100 million. We had to
take that into consideration.

Now what we've done is got a large increase here with
a safety net for the customers because if the, if we've left
money on the table, those sales come back, then we are going to
share in that two-thirds or a certain part of it and then get
everything back above that. This is one reason to tailor
agreements because you don't have that authority, and we can do
that, give the company some comfort and certainly give the
customers and all of our parties some comfort there. And
that's one of the reasons that I feel to go forward with a

settiement because we're in a position to go ahead and work
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things both ways. where in your situation you could come out.
have a rate cut ordered. we'd have a bottom of the range. top
of the range, and the only way we'd get any money out of them
later is to bring them back in, bring them down to the top of
the range with another rate case. This way we're going to be
able to participate in that so that the rate cut is not the end
of it. If it is the end of it, then it means we probably got
as much as we possibly could have gotten under the
circumstances and they didn't bring anything else., didn't have
anything else fall out on the table and we didn't leave
anything there.

CHAIRMAN JABER: Mr. Shreve, also just on that point.
in terms of the rate case expense to go forward with a
proceeding, what was the company asking for in terms of
recovery for rate case expense? Do you recall?

MR. SHREVE: I don't recall and it had not been
completed, as I understand it.

CHAIRMAN JABER: FP&L, can you give me a number?

MR. SHREVE: $10 to $11 million, which --

CHAIRMAN JABER: $10 to $11 miilion in rate case
expense.

MR. SHREVE: Yes. Right.

CHAIRMAN JABER: So in terms of going forward with a
proceeding, it's the retail customers that pay the cost of

litigation.
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MR. SHREVE: That's correct in all of the cases. not
just the power case. But that's right. And that would have
continued to increase. And, of course, that's something the
company is going to have to eat at this point.

So 1ike I say, [ understand Mr. Wiseman's positions.
We had positions that would be comparable. not less in any
situation. Some of the other parties accepted our position,
some of the other parties came in actually with lower than we
have in the final settlement.

So I'm very pleased with the settlement. 1
understand where Mr. Wiseman is coming from. I don't think he
is precluded from bringing any actions in the future, as
certainly the Public Service Commission is not precluded and
you can do whatever you feel is necessary at any time. And we
feel -- I feel that this is a good result.

CHAIRMAN JABER: Staff, I want to ask you the same
question I asked Mr. Shreve. Is there anything you heard today
that changes your recommendation?

MR. MAILHOT: No, there's not.

CHAIRMAN JABER: Okay. Thank you. Commissioner
Bradley, did you have a question?

COMMISSIONER BRADLEY: 1I'd Tike to make a motion.

CHAIRMAN JABER: Okay. Let me set the stage for the
motion, if you don't mind.

COMMISSIONER BRADLEY: Okay.
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CHAIRMAN JABER: Commissioners, I don't know what the
motion will be and I certainly don't know what the vote will be
at the end of the day. but I want to bring us back to how we
started this proceeding and have that be part of your
consideration and just sort of make a bare statement before we
conclude.

When we initiated the proceeding, I want to take you
back to what the circumstances had been, there was an interim
report coming out of the Energy Commission that made certain
recommendations and asked the Commission certain questions
that, frankly. we could not answer because it had been a number
of years since anyone looked at FPL's base rates and their
earnings levels. That's one factor.

There was the discussion of a Transco, original
transmission organization, but a broader RTO, and we couldn't
with comfort understand what the cost of transmission would be
and the impact on the retail ratepayers. There was the
discussion of a merger that subsequently failed, but we wanted
to understand where the efficiencies were to be gained by the
retail ratepayers and what benefits should be flowed through to
the retail ratepayers.

And finally I know as one Commissioner I had heard
many, many complaints and received many., many E-mails related
to what FP&L's rates were. And you may recall, we just felt

1ike that had gone on too long and it was time for the PSC to
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take action and we did. And we set the course of initiating a
proceeding and our Staff has done a tremendous job in gathering
the data and giving me personally a comfort level that we have
thoroughly reviewed where the base rates are now and are
comfortable with fhe settlement.

The merger has failed and I know that we've Tooked at
where those efficiencies are and where the benefits to the
retail ratepayers belong and how incentive-based approaches can
accomplish what we were trying to accomplish from day one.
That's sort of the historical perspective that I've had to come
back to in analyzing this settlement. It's easy to get excited
about a settlement because it closes out a proceeding. It's
very, very easy for me to get excited about a good settlement
that I know benefits Florida citizens at the end of the day
because not only does it put money back in their pocket,
especially after September 11th and tough economic times, but
it gives us comfort in answering their questions, it gives us
comfort in saying to them quality of service at FP&L 1is good,
and it gives me comfort in saying all the parties, but for one,
and that's okay. have come to the table, the consumer advocates
have come to the table and represented that this is a good
settlement on the behalf of the citizens of the State of
Florida.

Commissioner, you have a motion?

COMMISSIONER DEASON: Madam Chairman, if you could
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indulge me for just a moment before the motion and, please.
Commissioner Bradley, if I may.

I'm not going to make a motion but I just want to say
something. And I, I think that -- and 1ike you, Madam
Chairman, I don't know what the motion is going to be or what
the vote is going to be at the end of today. But I think
that -- I think this Commission -- to some extent, the
Commission and obviously the Staff should recognize that in
order for a settlement to be brought forward, regardiess of
whether this is voted up or down, but for a settlement to be
brought forward. 1 think it speaks volumes on the effectiveness
of regulation in this state because I do not think that unless
regulation is strong and effective, yet fair, you've got to
have those, that's a prerequisite for the parties to feel
comfortable coming forward with even proposing a stipulation.
And if this Commission was predisposed to favor one side or
another, I don't think we would ever see a settlement. We'd
always be in a hearing mode and we'd be making decisions that
way. And that's not a bad thing., but I think settlements offer
a lot. I think they offer parties the ability to be
innovative, look at things in a different 1ight and provide
flexibilities that in a very strict regulatory role sometimes
we're prohibited from doing.

So I think the fact that the parties have brought

forth a settlement is a very positive thing. I think it speaks
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well of the regulation that exists in this state and has
existed for a period of time. for a long period of time. I
think this Commission has been cognizant of the changes that
have been happening in the industry. We have tried to be
forward looking.

Florida Power & Light approached this Commission
years ago with the idea that there were a number of assets on
their books which really did not belong there as we approached
a more competitive environment, and I think this Commission
took action to try to recognize that and eliminate those
regulatory assets off the books. We also looked at their,
their depreciation levels and determined that the amount of
depreciation and the reserves needed to be looked at and to be
more reflective of companies that may be entering into a
competitive environment.

To some extent I'm comforted by the fact that
apparently we've reached our goals because the company now is
saying that, if anything, they may be in an overly depreciated
state. and I guess that's where the flexibility comes in to, to
address that.

I think Mr. Shreve has indicated that we certainly
retain our full ability to. to maintain our jurisdiction over
the quality of service of this company. And I. I recognize
the, the improvements that have been made, that Mr. Evanson

identified. and that we as a Commission, I think, would expect

FLORIDA PUBLIC SERVICE COMMISSION R. 11886



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

25

53
that that high quality of service continue. And I think we've
gotten an indication from the management that it is their
desire to not only maintain but to constantly strive to improve
the quality of service that's provided to their customers.

So I, I also want to reiterate something that you
said. Madam Chairman, and it's something that is identified in
the, in the "whereases” to the stipulation, and that is the
fact that there has been a full set of minimum filing
requirements filed in this proceeding. there has been
comprehensive testimony filed, there's been extensive
discovery. I think that this, if this settlement is approved,
that it is consistent with the idea that we have conducted a
thorough rate review for this company. And I think it would be
unfair to say that this Commission has not conducted a thorough
rate review for this company because we would have. I think
that all of the information is there.

There's one other thing that I would like to mention,
too. and that is that parties. when they present their, their
positions to the Commission, I think that they, they take firm
positions and they do a very credible job advocating for their
particular clients and their positions, but it's advocacy. And
I don't think anyone really fully expects that when they file
testimony. that they're going to win on 100 percent of every
position that they filed. And that goes for intervenors as

well as the company. And I think that what we as a Commission
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need to do. we need to balance what we have here in front of
us. the certainty that it brings and the immediate benefits
that it brings with the uncertainty that may be the result of a
full. a full hearing. So those are my comments.

CHAIRMAN JABER: 1 think we better take statements
before we take up the motion. So, Commissioner Baez, let me
defer to you for the next statement. But let me also recognize
that you are the prehearing officer on this case and, absent
your leadership, not to take away from the efforts of the
parties, the tremendous efforts of all the parties. but if it
wasn't for your leadership in bringing this case forward in the
time scheduling that you have and with the insistence that you

have that the issues be clearly defined and that all parties

have an opportunity to present their prefiled testimony in the .

fashion that they did, I don't think we would have gotten that
far. So 1'd take an opportunity to commend you and also
recognize you for comments.

COMMISSIONER BAEZ: Thank you, Madam Chairman. On
time and under budget, I guess.

CHAIRMAN JABER: Overworked and underpaid.

COMMISSIONER BAEZ: Overworked and underpaid. We
don't even have to talk about that.

You know, last night 1 was thinking about. you know.
how all this was going to happen and what I might have to say

about it. And I think when we opened the docket, I guess it
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was back in July, June or July, I, I thought I might have
detected a tinge of nostalgia over the opening of some kind of
rate review. And I realized that that was just a cold chill
that -- I think back about Scrooge, you know, the ghosts of
rate cases past aﬁd SO on.

Going back to something that Commissioner Deason had
said, which I think really expresses how I feel about this, I
think, you know, he makes the point that we do have a complete
record, and I think that in and of itself sort of expresses
what, what kind of role this Commission, this new Commission,
as the Chairman likes to say, has tried to carve out for
itself. And I think that's, that's a shining example of it.

And at this point I want to compliment the Staff.

I'm not given to do this, I'm not given to doing this publicly,
but T have a lot of residual quilt, so I want to. I want to say
it out loud.

Y'all have been terrific with this. Whatever nice
things the Chairman said about me I owe all to you because
you've kind of, you've always been there to answer my questions
and, and to tell me, tell me your, your reason, thoughts on, on
certain issues, and I think that in large part has been a
reason why this thing, you know, this, we've gotten to this
point today.

Again, going back to what Commissioner Deason said,

we don't get negotiated agreements if we don't have complete
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records, if our Staff and the Commission hasn't sought out to
Tet's lay the issues bare and Tet's give everyone a. a
well-leveraged position to negotiate with. 1 think that's. I
think that's crucial to this, to this part. And what it really
all adds up to is a light touch of, of regulation, and I
commend the Staff and I commend the rest of the Commissioners
for that as well.

Let's not forget this Tesson. Let's not forget this
feeling, because I think it can do us all some good. This is
the way, certainly from my perspective this is the way that 1
would 1ike things to proceed. And obviously nothing --
everything didn't go perfectly and there's always some, some
aspects of processes and aspects of dockets and how, how the
parties work together that we can always 1ook to improve, but I
think we can all be proud of ourselves to this result. And I
guess everybody has been disclaiming the result of a vote and
soon, and I'11 join them in that as well. But I think the
fact that we have a product that certainly a majority of the
participants have stood up and said they're proud of, that they
think is a good result certainly comforts me.

For one, 1 know how hard Mr. Shreve goes at it. so,
so the fact that, that his -- simply put., his opinion means a
Tot on this because he does such a good job of representing the
ratepayers. And certainly the company coming forward in a

reasonable manner and also endorsing this agreement gives great
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comfort as well. And I'd like to get a motion on the floor to
join. I want to thank you all.

CHAIRMAN JABER: I think Commissioner Palecki wanted
to make a statement.

COMMISSIONER PALECKI: I have just a very brief
statement. First, I'd like to thank all of the parties and our
Staff for the hard work that they've done in this docket. This
has been a very thorough, comprehensive and exhaustive review
of Florida Power & Light's operations. And I believe as a
result of the thoroughness of the discovery that was done in
this docket the parties were able to negotiate from a position
of strength. And I believe that's why we're here today with
what I think is a very favorable settlement.

I'd 1ike to reiterate something that Chairman Jaber
pointed out earlier. We went to seven customer service
hearings in seven different communities and heard from the
customers of Florida Power & Light in those communities, and we
heard very few negative comments. Most customers who attended
those customer service hearings testified as to the high
quality of service they were receiving from Florida Power &
Light. I know that what we heard at the customer service
hearings is also borne out in the level of customer complaints
that we receive from Florida Power & Light. They have been
very low. And this is something that hasn't always been the

case. Five, seven years ago the quality of service was not
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what we see today. and Florida Power & Light is to be commended
for showing tremendous improvements in the quality of service
in their territory. I know our own data that we collect from
the utility shows that the level of outages and interruptions
to Florida Power & Light's customers have decreased over the
last five years.

I belreve that Florida Power & Light has shown that
they are an efficient. well-run company providing low cost,
high quality service, and I believe that the ratepayers of the
State of Florida will benefit from this settlement.

CHAIRMAN JABER: Thank you, Commissioner Palecki .

Commissioner Bradley, we're going to let you make the
motion. I hope you make the right one.

MR. LITCHFIELD: Madam Chairman, 1T I might before
that happens.

CHAIRMAN JABER: Go ahead, Mr. Litchfield.

MR. LITCHFIELD: For purposes of clarification, we
have two requests before the Commission today. One, to ask
that you accept and approve the, the stipulation and settlement
agreement., and the other. to implement the midcourse correction
in the fuel adjustment clause.

CHAIRMAN JABER: Right. Those are Issue 1 and
Issue 2 respectively, if I'm not mistaken. Yes.

MR. LITCHFIELD: Yes. Thank you.

CHAIRMAN JABER: We're voting out the recommendation.

FLORIDA PUBLIC SERVICE COMMISSION
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Commissioner Palecki, would you like to make a motion on each
issue or do you want to do it in one?

COMMISSIONER DEASON: Commissioner Bradley.

CHAIRMAN JABER: What did I say?

COMMISSIONER DEASON: Palecki.

CHAIRMAN JABER: Okay. Commissioner Bradley., do you
want to make a motion on everything?

COMMISSIONER BRADLEY: 1'd Tike to make a motion on
everything in block.

But., first of all, let me say this. with all due
respect to the Fiorida Hospital Association, it's very unusual
to have nine parties come together and to have everyone agree.
It's exceptional when you have eight of nine agree to the
proposed stipulation and agreement and to come in here today
and to be willing to sign that document.

Having served in the Florida Legislature for many
years and having dealt with many issues that were very, very
contentious and 1n some instances debated for long periods of
time, I grew to have a vast amount of respect for Mr. Paschall
and, and Mike Twomey. And believe you me, if they agree to the
settiement, it must be good for, for the ratepayers and the
consumers of Florida because I don't think I've ever had them
agree to. to anything that I've listened to debate about
because they were dead set against some things that were

involved in the process and they let it be known. So that in
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itself sends a strong message to me.

Mr. Shreve, I can tell you that your reputation
preceded my first meeting with you and me getting acquainted
with you. You have a reputation for working to ensure that the
ratepayers of F1o}1da get a fair shake in every proceeding.

That's, these -- just to have these three people here
today saying that this is a good agreement or a good situation
for the ratepayers of Florida sends a strong message tc me and
hopefully it sends the same message to my counterparts on this
Commission.

Therefore, what I would 1ike to do is this. 1 would
1ike to support Staff's recommendation. and that is to have the
Commission enter a final order today in block taking 1n both
1ssues. And I would urge my fellow Commissioners to vote with
me to, to, 1n support of that final order.

CHAIRMAN JABER: Thank you, Commissioner Bradley. We
have a motion to accept Staff's recommendation to approve the
proposed stipulation and settlement in Issue 1. and a motion to
accept Staff's recommendation to approve FP&L's petition for
adjustment to its fuel adjustment factors as contained in Issue
2, and a motion to close this docket by final agency action n
Issue 3. Need a second.

COMMISSIONER PALECKI: I would second the motion.

CHAIRMAN JABER: The motion and a second. All those

in favor, say aye.
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(Simultaneous affirmative vote.)
CHAIRMAN JABER: Show Item 12A, Staff, approved
unanimously. That concludes this agenda conference.

MR. ELIAS: There 15 a fourth issue with respect to

CHAIRMAN JABER: Oh. After close the docket?

MR. ELIAS: 1It's a fuel docket.

CHAIRMAN JABER: And, Commissioner Bradley, your
motion 1ncluded keeping the fuel docket open?

COMMISSIONER BRADLEY: Yes.

CHAIRMAN JABER: And we had a secend to that and we
voted unanimously, Mr. Elias. Thank you.

I want to take an opportunity to congratulate all the
parties and to thank you for your cooperation 1n bringing this
all together.

Mr. Shreve, I wanted to close in particular with you
by telling you you are far too humble in your efforts. You are
an outstanding pubilic servant and I congratulate you in
particular.

FP&L, I hope other companies take your lead. And.
also, now that I know that you are capable of coming to the
table, guess what? I'll expect it over and over again. Mr.
Shreve?

MR. SHREVE: Commissioners, if I may. and now that

the vote has been taken, this certainiy can't be intended to
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sway anyone. I wanted to tell you that I think this
Commission, all of you, thank you for your remarks. Mr. Bradley
and everyone, this result is in large, large part to your
credit. And the Staff of the Public Service Commission has
worked very hard on this. All of the parties without exception
have been a pleasure to work with and worked diligently. Paul
Evanson, Bi1l Wailker and Bill Feaster (PHONETIC) have been
great to try and, although we didn't always agree, negotiate a
settlement with.

And I would like to last. we have a relatively small
staff, but Roger Howell and Billy Dee Smith, you couldn't
believe the work they put in and what they accomplished. Thank
you.

MR. EVANSON: Could I add my -- could I echo Mr.
Shreve's comments? I think it was, this is a fair settlement,
give and take on all sides, but I'm especially pleased that it
continues incentive-based regulation in the state that Jack and
FPL and the Commission and the Staff have really supported. 1
think it makes Florida a model for how states ought to regulate
wires companies and I think it's a giant step forward. And I
thank the Commission and I thank the Staff for all its
constructive work and being part of this process. and we really
have enjoyed working with you, with all of you. Thank you.

CHAIRMAN JABER: Thank you, Mr. Evanson.

MR. SHREVE: And although I would 1ike tc have had
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him have the last word --

CHAIRMAN JABER: I think Mr. Twomey should have the
Tast word.

MR. SHREVE: He usually does.

I would T1ke to say that -- one thing I had wanted to
mention. This 15 a $600 million rate reduction since '99 with
hundreds of millions of dollars of refunds and more to come,
and I don't know of any utility in the country that has
accomplished this and I don't know of any Public Service
Commission in the country that has accomplished this and you're
to be congratuiated.

CHAIRMAN JABER: Thank you, sir. We're done. Go
home.

(Concluded at 10:05 &a.m.)
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STATE OF FLORIDA )
CERTIFICATE OF REPORTER

COUNTY OF LEON )

I. LINDA BOLES. RPR, Official Commission
Reporter, do hereby certify that the foregoing proceeding was
heard at the time and place herein stated.

IT IS FURTHER CERTIFIED that I stenographically
reported the said proceedings: that the same has been
transcribed under my direct supervision; and that this
transcript. constitutes a true transcription of my notes of
said proceedings.

I FURTHER CERTIFY that I am not a relative. employee.

attorney or counsel of any of the parties, nor am I a relative
or emplioyee of any of the parties' attorneys or counsel
connected with the action, nor am I financially interested in
the action.

DATED THIS 27TH DAY OF MARCH, 2002.

LINDA BOLES, RPR
FPSC Official Commissioner Reporter
(850) 413-6734
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Review of the retail DOCKET NO. 001148-EI
rates of Florida Power & Light
Company.

In re: Fuel and purchased power DOCKET NO. 020001-EI

cost recovery clause with ORDER NO. PSC-02-0501-AS-EI
generating performance incentive ISSUED: April 11, 2002
factor.

The following Commissioners participated in the disposition of
this matter:

LILA A. JABER, Chairman
J. TERRY DEASON
BRAULIO L. BAEZ

MICHAEL A. PALECKI

RUDCLPH "RUDY" BRADLEY

ORDER APPROVING SETTLEMENT, AUTHORIZING MIDCOURSE CORRECTION,
AND REQUIRING RATE REDUCTIONS

BY THE COMMISSION:
I. CASE BACKGROUND

Docket No. 001148-EI was opened on August 15, 2000, to review
Florida Power & Light Company'’s (FPL) proposed merger with Entergy
Corporation (Entergy), the formation of a transco, and their
effects on FPL'’s rates and earnings. On April 2, 2001, FPL Group,
Inc. announced that the proposed merger with Entergy had been
terminated. By Order No. PSC-01-1346-PCO-EI, issued June 19, 2001,
in Docket No. 0UL1148-EI, FPL was directed to file Minimum Filing
Requirements (MFRs) to provide the Commission and all other
interested parties the data necessary to begin an evaluation of the
level of its earnings. FPL filed its initial set of MFRs on
September 17, 2001, with additiocnal filings on October 1, 2001,
October 15, 2001, and November 9, 2001. FPL filed testimony on
January 18 and 28, 2002. Hearings were scheduled for April 10-12,
and 15-16, 2002.

DOCUMENT NI™RTR-CATE
GLOLS APRILS

FPSC-COMMISSION CLERK
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On March 14, 2002, the following documents were filed:
® Joint Motion For Approval Of Stipulation And Settlement
® Stipulation And Settlement

® Florida Power & Light Company’'s Agreed Motion To Suspend
Schedule For Hearings And Prehearing Procedures And To
Suspend Discovery (Agreed Motion)

® Petition Of Florida Power & Light Company For Adjustment
to its Fuel Adjustment Factors

FPL’'s Agreed Motion was granted by Order No. PSC-02-0348-PCO-EI,
issued March 14, 2002. By this Order, we approve the Stipulation
and Settlement, and the Petition for Adjustment to FPL’s Fuel
Adjustment Factors. Jurisdiction over these matters is vested in
the Commission by wvarious provisions of Chapter 366, Florida
Statutes, including Sections 336.04, 366.05, and 366.06, Florida
Statutes.

II. STIPULATION AND SETTLEMENT

The Stipulation and Settlement (Stipulation) which is included
in this Order as ATTACHMENT 1, and is incorporated herein by
reference, is being proffered as a full and complete resolution of
all matters pending in Docket No. 001148-EI. The Stipulation was
signed by all of the parties except for the South Florida Hospital
and Healthcare Association. The major elements contained in the
Stipulation are as follows:

® $250 million permanent base rate reductior effective
April 15, 2002 (7.03% base rate reduction) (Paragraph 2)

L Continuation of a revenue cap and a revenue sharing plan
for 2002 through 2005 (Paragraph 7)

e Discretionary ability to reduce depreciation expense by
up to $125 million annually (Paragraph 10)

R. 11900
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[ ] Withdrawal of FPL’s request to increase the annual Storm
Damage Reserve accrual (Paragraph 13)
As part of the Stipulation, FPL has requested a $200 mllllon mid-
course correction to reduce its fuel cost recovery factors for the
remainder of 2002, effective April 15, 2002. That petition is
addressed in Section III of this Order.

The Stipulation recites 16 items of agreement among the
signatories. Most of the provisions are self-explanatory, but
geveral of the items merit comment or clarification. These are as
follows:

PARAGRAPH 2: The $250 million annual base rate reduction is an
additional reduction over and above the previously implemented $350
million annual rate reduction authorized in Order No. PSC-99-05185-
AS-EI, issued March 17, 1999, in Docket No. 990067-EI.

The proposed Stipulation provides for a reduction in base
rates of 7.03% for all rate classes except outdoor lighting and
street lighting. The Stipulation also provides for a similar
reduction in all service charges. It is appropriate to exclude the
lighting classes because these classes are already significantly
below parity. This allocation methodology differs from FPL’s
previous. rate stipulations that allocated the reduction on a kwh
basis. The percentage reduction in base rates is a better method
of allocating a decrease because all classes receive the same
percentage reduction in base rates. Under an energy allocation, a
larger percentage of the total reduction goes to larger commercial
and industrial customers relative to residential and small
commercial customers.

I~ Order No. PSC-01-1346-PCO-EI, we stated that one of the
reasons for requiring MFRs was to examine the rate relationships
among classes. FPL’s rate structure has not been formally reviewed
since itg last rate case in 1983. Since then, new classes have
been added and customers have shifted among rate classes seeking
more advantageous rates. Based on FPL‘’s cost of service study,
there are disparities among the rates of return by class. 1In a
rate case, one of the goals of rate design is to set rates that
reflect the costs to serve that class or, stated differently, to
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set the rate of return for each class equal to the system rate of
return. We recognize, however, that a Stipulation is a negotiated
document with all participants making some concessions. While the
proposed across-the-board percentage reduction does not move FPL's
rate structure towards parity, it does not worsen it. Accordingly,
we find that the across-the-board reduction is reasonable.

The Stipulation will result in a decrease of $5.41 in the
total monthly bill of a residential customer who uses 1,000
kilowatt hours, as shown on ATTACHMENT 2, Page 1 of 2. This
decrease reflects both the base rate reduction and the fuel
adjustment clause mid-course correction approved in Section III of
this Order. The rate reductions will become effective for meters
read on and after April 15, 2002.

PARAGRAPH 3: Per the terms of this provision, “FPL will no

‘longer have an authorized Return on Equity (ROE) range for the

purpose of addressing earnings levels.” However, FPL will still
have a currently authorized ROE range of 10.00% to 12.00%, with an
11.00% midpoint, for all other purposes, such as cost recovery
clauses and Allowance for Funds Used During Construction.

PARAGRAPH 7: Although it is not explicitly stated in the
Stipulation, 100% of the retail base rate revenues exceeding the
retail base rate revenue cap will be refunded to retail customers
on an annual basis.

PARAGRAPH 10: This provisgion is clarified to indicate that
the up to $125 million annual credit to depreciation expense is to
be on a calendar year basis.

PARAGRAPH 13: FPL is withdrawing its regquest to increase its
Storm Damage Reserve accrual by $30 million annually.

PARAGRAPH 15: This provision states that all matters in
Docket No. 001148-EI are resolved by the Stipulation and
Settlement. While the ratemaking aspects of the docket are
resolved, there are still issues that may need to be addressed in
other forums, such as those related to GridFlorida and to FPL
Energy Services.
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We have reviewed the terms of the Stipulation, and it appears
to be a reasonable resolution of the issues regarding FPL’s level
of earnings and base rates. The proposed $250 million base rate
reduction affords FPL's ratepayers significant and immediate
relief. The Stipulation also extends the revenue cap and revenue
sharing plan through 2005. Since the inception of the existing
revenue sharing plan in 1999, FPL has refunded $128 million to date
and expects to refund an additional $84 million for the year ended
April 14, 2002. We find that the Stipulation and Settlement is in
the best interests of FPL's ratepayers, the parties, and FPL, and
is therefore approved.

III. FPL’S PETITION FOR AN ADJUSTMENT TO ITS FUEL COST RECOVERY
EACTORS

Consistent with the Stipulation, FPL filed a petition in
Docket No. 020001-EI seeking to reduce its levelized fuel cost
recovery factor to 2.630 cents per kwh, effective April 15, 2002.
This will have the effect of reducing the amount collected through
the fuel adjustment clause by $200 million during the last eight
and one half months of 2002,

Absent this $200 million reduction, FPL would experience an
end-of-period (December 2002) net over-recovery amount of
approximately $211.2 million based on current projections. This
amount represents 8.6% of FPL’'s total fuel and net power
transactions costs as forecasted in its projection testimony in
Docket No. 010001-EI. Since FPL filed its projection testimony in
Docket No. 010001-EI, its forecasted 2002 fuel cost of system net
generation has decreased by $193.4 million. This reduction appears
to be related primarily to a 12.2% drop in projected natural gas
costs and secondarily to a 3.3% drop in retail energy sales.

In the interest of matching fuel revenues with fuel costs,
FPL's proposal to refund part of its anticipated over-recovery
balance to its ratepayers sooner rather than later is appropriate.
Therefore, FPL’s Petition for Adjustment to its Fuel Adjustment-
Factors is granted. The fuel cost recovery factors set forth in
Attachement 2, page 2 of 2, which is incorporated herein by
reference, shall become effective April 15, 2002. However, we have
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not yet analyzed the prudence of FPL‘s actual or projected 2002
fuel costs. The prudence of FPL’s 2002 fuel costs will be
addressed at the evidentiary hearing scheduled in Docket No.
020001-EI, commencing November 20, 2002.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the
Settlement and Stipulation filed on March 14, 2002, which is
included in this Order as ATTACHMENT 1 and is incorporated by

reference herein, is approved. It is further

ORDERED that FPL’'s Petition for Adjustment to its Fuel
Adjustment Factors is granted. It is further

ORDERED that Docket No. 001148-EI shall be closed. It is
further

ORDERED that Docket No. 020001-EI shall remain open.

By ORDER of the Florida Public Service Commission this 1lith
day of April, 2002.

BLANCA S. BAYO, Director
Division of the Commission Clexrk
and Administrative Services

By: lfllth-;Ltfzjrr~J
Kay Flynﬁ, Chief

Bureau of Records and Hearing
Services

( SEAL)

RVE
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW
APPLICABTE TO SECTION II OF THIS ORDER

The Florida Public Service Commission is required by Section
120.569(1), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders
that is available under Sections 120.57 or 120.68, Florida
Statutes, as well as the procedures and time limits that apply.
This notice should not be construed to mean all requests for an
administrative hearing or judicial review will be granted or
result in the relief sought.

Any party adversely affected by the Commission's final
action in this matter may request: 1) reconsideration of the
decision by filing a motion for reconsideration with the
Director, Division of the Commission Clerk and Administrative
Services, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-
0850, within fifteen (15) days of the issuance of this order in
the form prescribed by Rule 25-22.060, Florida Administrative
Code; or 2) judicial review by the Florida Supreme Court in the
case of an electric, gas or telephone utility or the First
District Court of Appeal in the case of a water and/or wastewater
utility by filing a notice of appeal with the Director, Division
of the Commission Clerk and Administrative Services and filing a
copy of the notice of appeal and the filing fee with the
appropriate court. This filing must be completed within thirty
(30) days after the issuance of this order, pursuant to Rule
9.110, Florida Rules of Appellate Procedure. The notice of
appeal must be in the form specified in Rule 9.500(a), Florida
Rules of Appellate Procedure.
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW
APPLICABLE TO SECTION III OF THIS ORDER

The Florida Public Service Commission is regquired by Section
120.569(1), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders that
is available under Sections 120.57 or 120.68, Florida Statutes, as
well as the procedures and time limits that apply. This notice
should .not be construed to mean all requests for an administrative
hearing or judicial review will be granted or result in the relief
sought.

Mediation may be available on a case-by-case basis. If
mediation is conducted, it does not affect a substantially
interested person's right to a hearing.

Any party adversely affected by Section III of this order,
which is preliminary, procedural or intermediate in nature, may
request: (1) reconsideration within 10 days pursuant to Rule 25-
22.0376, Florida Administrative Code, if issued by a Prehearing
Officer; (2) reconsideration within 15 days pursuant to Rule 25-
22.060, Florida Administrative Code, if issued by the Commission;
or (3) judicial review by the Florida Supreme Court, in the case of
an electric, gas or telephone utility, or the First District Court
of Appeal, in the case of a water or wastewater utility. A motion
for reconsideration shall be filed with the Director, Division of
the Commission Clerk and Administrative Services, in the form
prescribed by Rule 25-22.060, Florida Administrative Code.
Judicial review of a preliminary, procedural or intermediate ruling
or order is available if review of the final action will not
provide an adequate remedy. Such review may be requested from the
appropriate court, as described above, pursuant to Rule 9.100,
Florida Rules of Appellate Procedure.
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ATTACHMENT 1
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
In Re: Review of the Retail Rates )
of Florida Power & Light Company ) DOCKET NO. 001148-EI

)

STIPULATION AND SETTLEMENT

WHEREAS, the Florida Public Service Commission (FPSC) has
initiated a review of retail rates for Florida Power & Light Company
(FPL) ; |

WHEREAS, the Office of Public Counsel (OPC), The Florida
Industrial Power Users Group (FIPUG), Publix Super Markets, Inc.
(Publix), Thomas P. and Genevieve Twomey, Dynegy Midstream Services
LP, Florida Retail Federation and Lee County have intervened, and
have signed this Stipulation and Settlement;

WHEREAS, FPL has provided the minimum filing requirements (MFRs)
as required by the FPSC and such MFRs have been thoroughly reviewed
by the FPSC Staff and the Parties to this proceeding;

WHEREAS, FPL has filed comprehensive testimony in support of and
detailing its MFRs;

WHEREAS, the parties in this proceeding have conducted extensivé

discovery on the MFRs and FPL's testimony;

HE BN U BN BN B 0 Ay BN R A BN B E BN B BN B
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WHEREAS, the Parties to this Stipulation and Settlement have
undertaken to resolve the issues raised in this review so as to
effect a prompt reduction in base rates charged to customers, to
maintain a degree of stability to FPL's base rates and charges, and
to provide incentives to FPL to continue to promote efficiency
through the term of this Stipulation and Settlement;

WHEREAS, FPL is currently operating under a stipulation and
settlement agreement (Current Agreement) agreed tc by OPC and other

parties, and approved by the FPSC by Order PSC 99-0519-AS-EI;

1

WHEREAS, the Current Agreement provided for a $350 million
permanent annual rate reducticn for retail customers commencing April
15, 1999 and a revenue sharing plan under which $128 million in
refunds have been provided to retail customers to date, with $84
million in additional refunds projected for the twelve-month period
ending April 14, 2002; and

WHEREAS, an extension of revenue sharing through 2005, and an
additional permanent rate reduction will further be beneficial to
retail customers;

NOW THEREFORE, in consideration of the foregoing and the

covenants contained herein, the Parties hereby stipulate and agree:
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1. Upon approval and final order of the FPSC, this Stipulation
and Settlement will become effective on April 15, 2002 (the
"Implementation Date"), and continue through December 31, 2005.

2. FPL will reduce its base rates by an additional permanent
annual amount of $250 million. The base rate reduction will be
reflected on FPL's customer bills by reducing all base charges for
each rate schedule, excluding SL-1 and OL-1, by 7.03%. FPL will
begin applying the lower base rate charges required by this

Stipulation and Settlement to meter readings made on and after the

\

Implementation Date.

3. Effective on the Implementation Date, FPL will no longer have
an authorized Return on Equity (ROE) range for the purpose of
addressing earnings levels, and the revenue sharing mechanism herein
described will be the appropriate and exclusive mechanism to address
earnings levels.

4. For surveillance reporting requirements, FPL's achieved ROE
will be calculated based upon an adjusted equity ratio as provided
for in the Current Agreement.

5. No party to this Stipulation and Settlement will request,
support, or seek to impose a change in the application of any
provision hereof. OPC, FIPUG, Publix, Thomas P. and Genevieve

Twomey, Dynegy Midstream Services LP, Florida Retail Federation and
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Lee County will neither seek nor support any additional reduction in
FPL's base rates and charges, including interim rate decreaées, to
take effect prior to the expiration of this Stipulation and
Settlement unless such reduction is initiated by FPL. FPL will not
petition for an increase in its base rates and charges, including
interim rate increases, to take effect before the end of this
Stipulation and Settlement, except as provided for in Section 8.

6. During the term of this Stipulation and Settlement, revenues
whiéh are above the levels stated herein will be shared between FPL
and its retail electric uﬁility customers -- it being expressly
understood and agreed that the mechanism for earnings sharing herein
established is not intended to be a vehicle for "rate case" type
inquiry ccncerning expenses, investment, and financial results of
operations.

7. Commencing on the Implementation Date and for the remainder
of 2002 and for calendar years 2003, 2004 and 2005, FPL will be under
a Revenue Sharing Incentive Plan as set forth below. For purposes
of this Revenue Sharing Incentive Plan, the following retail base
rate revenue threshold amounts are established:

I. Revenue Cap - Retail base rate revenues above the
retail base rate revenue cap will be refunded to retail

customers on an annual basis. The retail base rate revenue cap
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for 2002 will be $3,740 million. For 2002 only, the refund to
customers will be limited to 71.5% (April 15 through ﬁecember
31) of the retail base rate revenues exceeding the cap. The
retail base rate revenue caps for 2003, 2004 and 2005 will be
$3,840 million, $3,940 million and $4,040 million, respectively.
Section 9 explains how refunds will be paid to customers.

II. Sharing Threshold - Retail base rate revenues between

the sharing threshold amount and the retail base rate revenue

cap will be divided into two shares on a 1/3, 2/3 basis. FPL's

]

gshareholders shall recéive the 1/3 share. The 2/3 share will
be refunded to retail customers. The sharing threshold for 2002
will be $3,580 million in retail base rate revenues. For 2002
only, the refund to the customers will be limited to 71.5%
(April 15 through December 31) of the 2/3 customer share. The
retail base rate revenue sharing threshold amounts for calendar
years 2003, 2004 and 2005 will be $3,680 million, $3,780 million
and $3,880 million, respectively. Section 9 explains how
refunds will be paid to customers.
8. 1If FPL's retail base rate earnings fall below a 10% ROE as
reported on an FPSC adjusted or pro-forma basis on an FPL monthly
earnings surveillance report during the term of this Stipulation and

Settlement, FPL may petition the FPSC to amend its base rates
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notwithstanding the provisions of Section 5. Parties to this
Stipulation and Settlement are not precluded from participéting in
such a proceeding. This Stipulation and Settlement shall terminate
upon the effective date of any Final Order issued in such proceeding
that changes FPL's base rates.

9. All refunds will be paid with interest at the 30-day
commercial paper rate as specified in Rule 25-6.109, Florida
Administrative Code, to retail customers of record during the last
th?ee months of each applicable refund period based on their
proportionate share of base fate revenues for the refund period. For
purposes of calculating interest only, it will be assumed that
revenues to be refunded were collected evenly throughout the
preceding refund period at the rate of one-twelfth per month. All
refunds with interest will be in the form of a credit on the
customers' bills beginning with the first day of the first billing
cycle of the second month after the end of the applicable refund
period. Refunds to former customers will be completed as
expeditiously as reasonably possible.

10. In Order No. PSC 99-0519-AS-EI, FPL was authorized to record
an amortization amount of up to $100 million per year for each of the
three years of Fhe settlement agreement which was to be applied to

reduce nuclear and/or fossil production plant in service. Under this
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provision, FPL recorded $170,250,000. Starting with the effective
date of this Stipulation and Settlemeht, FPL may, at its Eption,
amortize up to $125,000,000 annually as a credit to depreciation
expense and a debit to the bottom line depreciation reserve over the
term of. this Stipulation and Settlement. The amounts so recorded
will first go to offset the $170,250,000 bottom line amortization-
amount that has previously been recorded, with any additional amounts
recorded to a bottom line negative depreciation reserve during the
terﬁ of this Stipulation and Settlement. Any such reserve amount
will be applied first to re&uce any reserve excesses by account, as
determined in FPL's depreciation studies filed after the term of this
Stipulation and Settlement, and thereafter will result in reserve
deficiencies. Any such reserve deficiencies will be allocated to
individual reserve balances based on the ratio of the net book value
of each plant account to total net book value of all plant. The
amounts allocated to the reserves will be included in the remaining
life depreciation rate and recovered over the remaining lives of the
various assets. Additionally, depreciation rates as addressed in
Order Nos. PSC 99-0073-FOF-EI, PSC 00-2434-PAA-EI and PSC 01-1337-
PAA-EI will not be changed for the term of this Stipulation and

Settlement.
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11. Employee dental expenses are considered to be a prudently
incurred expense and will be treated as such, including for
surveillance reporting, as of the Implementation Date.

12. Additional amortization expense which is being recorded as
an offset to the ITC interest synchronization adjustment shall no
longer be recorded after the Implementation Date of this Stipulation
and Settlement.

13. FPL will withdraw its request for an increase in the .annual
accrual to the Company's Storm Damage Reserve. In the event that

there are insufficient funds in the Storm Damage Reserve and through

incurred costs not recovered from these sources. The fact that
insufficient funds have been accumulated in the Storm Damage Resexrve
tc cover costs associated with a storm event or events shall not be
evidence of imprudence or the basis of a disallowance. Parties to
this Stipulation and Settlement are not precluded from participating
in such a proceeding.

14. On April 15, 2002, FPL shall effect a mid-course correction
of its Fuel Cost Recovery Clause to reduce the fuel clause factor
based on prcjected over-recoveries, in the amount of $200 million,
for the remainder of calendar year 2002. The fuel adjustment clause

shall continue to operate as normal, including but not limited to,
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any additional mid-course adjustments that may become necessary and
the calculation of true-ups to actual fuel clause expenses. FPL will
not use the various cost recovery clauses to recover new capital

items which traditionally and historically would be recoverable

through. bage rates.

15. This Stipulation and Settlement is contingent on approval

in its entirety by the FPSC.

This Stipulation and Settlement will

resolve all matters in this Docket pursuant to and in accordance with

Section 120.57(4), Florida Statutes (2001).

closed effective on the date

Stipulation and Settlement is final.

This Docket will be

the FPSC Order approving this

16. This Stipulation and Settlement dated as of March 12, 2002

may be executed in counterpart originals,

original signature shall be deemed an original.

and a facsimile of an

In Witness Whereof, the Parties evidence their acceptance

and agreement with the provisions of this Stipulation and Settlement

by their signature.

Florida Power & Light Company
700 Universe Boulevard
Juno Beach, Fl 33408

By:

W. G. Walker, lil
Florida Industrial Power Users Group

McWhirter, Reeves, McGlothlin,
Davidson, Decker, Kaufman,

Office of Public Counsel
111 West Madison Street, Suite 810
Tallahassee, FL 32399

By:

Jack Shreve
Florida Retail Federation

Greenberg, Traurig, Hoffman, Lipoff,
Rosen & Quentel, P.A.
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Arnold & Steen, P.A.
P.O. Box 3350
Tampa, FL 33601-3350

By:

John W. McWhirter, Jr.
Lee County
Landers and Parsons, P.A.
310 West College Avenue
Tallahassee, FL 32301

By:

Robert Scheffel Wright
Thomas P. and Genevieve Twomey
Michael Twomey, Esq.

P.O. Box 5256
Tallahassee, FL 32314-5256

By:

Michael Twomey, Esq.

P.O. Drawer 1838
Tallahassee, FL 32302

By:

Ronald C. LaFace
Publix Super Markets, Inc.
Gray, Harris & Robinson, P.A.
301 East Pine Street, Suite 1400
Crlando, FL 32801

By:

Thomas A. Cloud

Dynegy Midstream Services LP

Gray, Harris & Robinson, P.A.
301 East Pine Street, Suite 1400
Orlando, FL 32801

By:

Thomas A. Cloud
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RESIDENTIAL FUEL_COST RECOYERY FACTORS FOR THE PERIOD; April 15, 2002 - December 2002
NOTE: This schedule reflects a midcourse correction to Florida Power & Light Company’s fuel factors effective April 15, 2002,
Florida Power Florida Power Tampa Electnc Gull Power Flarida Public Utilities Co. {2)
& Light Co. Corporation Company Company Marianna Fermandina Beach
Present (cents per kwh): January 2002 - April 14, 2002 2.866 2692 3.313 22319 4.060 3.983
Proposed (cents per kwh): April 15, 2002 - December 2002 2.635 2.692 3.313 2.239 4.060 3.983.
Increase/Decrease: 0231 0.000 0.000 0.000 20.000 0.000
TOTAL MONTHLY BILL - RESIDENTIAL SERVICE - 1,000 KILOWATT HOURS
PRESENT Florida Power Florida Power Tampa Electric Gulf Power Florida Public Utilities Co. (2)
January 2002 - April 14, 2002 & Lipght Co. Corporation Company Company Marianna Femandina Beach
Base Rate Charges 43.26 49.05 51.92 42.20 2043 19.20
Fuel and Purchased Power Cost Recovery Clause 28.66 26.92 33.13 22.39 40.60 3983
Energy Conservation Cost Recovery Clause 1.87 207 1.16 0.64 0.83 0.58
Environmental Cost Recavery Clause 0.00 N/A 1.59 1.02 N/A N/A
Capacity Cost Recovery Clause 701 11.32 3.79 0.27 NIA N/A
Gross Receipts Tax (1) 0.83 2.29 2.35 0.68 1.59 0.6]
Total $81.63 391.65 $93.94 $67.20 $63.45 &2‘
PROPOSED Florida Power Florida Power Tampa Electric Gulf Power Florida Public Utilities Co. (2}
April 15, 2002 - December 2002 & Light Ca. (3} Corporation Company Company Marianna Femandina Beach
Base Rate Charges 4022 49.05 5192 42.20 2043 19.20
Fuel and Purchased Power Cost Recovery Clause 26.35 26.92 33.13 22.39 40.60 39.83
Energy Conservation Cost Recovery Clause 1.87 2.07 1.16 0.64 0.83 0.58
Environmental Cost Recovery Clause 0.00 N/A 1.59 1.02 N/A ) N/A
Capacity Cost Recovery Clause 7.01 11.32 379 0.27 NA N/A
Gross Receipts Tax (1) 0.77 2.29 2.35 0.68 1.59 0.61
Total $76.22 $91.65 $93.54 §67.20 $63.45 $60.22
Florida Power Florida Power Tampa Electric Gulf Power Florida Public Utititics Co. (2
PROPOSED INCREASE / (DECREASE) & Light Co. Corporation Company Company Marianna Femandina Beach
Base Rate Charpes -3.04 0.00 0.00 0.00 0.00 0.00
Fuel and Purchased Power Cast Recovery Clause -2.31 000 0.00 .00 0.00 0.00
Energy Conservation Cost Recovery Clause 0.00 0.00 0.00 " 0.00 0.00 0.00
Environmental Cost Recovery Clause 4.00 0.00 0.00 0.00 0.00 0.00
Capacity Cost Recovery Clausc 0.00 0.00 0.00 0.00 0.00 0.00
Gross Receipts Tax (1) .06 0.00 0.00 000 ' 0.00 0.00
Total {35.41 $0.00 $0.00 30.00 $0.00 $0.00

(1) Additional gross receipis tax is 1% for Gulf, FPL and FPUC-Femnandina Beach. FPC, TECO and FPUC-Marianna have removed all GRT from their rates, snd thus entire
2.5% is shown separately. (2) Fuel costs include purchased power demand costs of 1.726 for Marianna and 1.888 cents/KWH for Femandina allocated 1o the residential class,
(3) Proposced FPL base rate charges reflect reduction resulting from proposed stipufation and settfement in Docket No. 001 148-EL
ATTACHMENT 2
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FUEL ADJUSTMENT FACTORS IN CENTS PER KWH BASED ON LINE LOSSES BY RATE GROUP
April 15, 2002 - December 2002
FINAL FACTORS
BEFORE LINE LOSSES LINE ADJUSTED FOR LINE LOSSES
TIME OF USE LOSS TIME OF USE
COMPANY GROUP RATE SCHEDULES Standard | On/Peak  Of/Pcak| MULTIPLIER Standard On/Peak Off/Peak
FFP&L A RS-1,RST-1,GST-1,GS-1,SL-2 2.630 2915 2.502 1.00210 2635 2921 1507
A-t  SL-1,OL-1,PL- 2.568 NA NA 1.00210 2.573 NA NA
B GSD-1,GSDT-1, CILC-1(G) 2.630 2915 2.502 1.00202 2.635 2921 2.507
C  GSLD-1,GSLDT-1, C§-i, CST-1 2,630 2915 2.502 1.00078 2632 1917 2.504
P  GSLD-2,GSLDT-2, CS-2, CST-2, 0S-2, MET 2.630 2915 2.502 0.99429 2614 2.898 2.487
E  GSLD-3,GSLDT-3,C5-3,CST-3,CILC-I(T),ISST-KT) 2630 2915 2.502 095233 1.504 2.7176 2.382
£ CILC-1(D),ISST-1(D) NA 2915 2.502 0.99331 NA 2.895 2.485
FPC | Distribution Secondary Delivery 2.692 32M 2442 1.00000 2.692 3.273 2442
2 Distribution Primary Delivery 2.692 3273 2442 0.99000 2.665 3.241 a7
3 Transmission Delivery 2.692 3273 2.442 0.98000 2638 3.208 1393
4 Lighting Service 2.597 NA NA 1.00000 2.597 NA NA
TECO A RS,RST,GS,GST, TS 3.301 4518 2.783 1.00350 333 4535 2793
A-l  SL2,0L-13 3.301 NA NA NA 3.054 NA NA
B GSD, GSDT, GSLD, GSLDT, SBF, SBFT 3.301 4518 2.783 1.00090 334 4523 2786
C  IS-l &3,IST] &3, SBI-1 & 3, SBITI & 3 3.301 4518 2.783 0.97920 1232 4.425 2.725
GULF A RS,GS,GSD,0S-HILOS-IV, SBS (100 to 499 kW) 2.212 2.680 2013 1.01228 2239 2713 2.038
B LP,SBS (Contract Demand of 500 to 7499 kW) 2212 2.680 2013 0.98106 2170 2.629 1975
C  PX, PXT, RTP,SBS (Contract Demand above 7499 kW) 2212 2.680 2,013 0.96230 2129 2579 1.938
D 05-1,08-2 2.182 NA NA 1.01228 2208 NA NA
FPUC
Fermandna A RS 3.983 NA NA 1.00000 3.983 NA NA
Beach: B GS ‘ 3.732 NA NA 1.00000 3.732 NA NA
C Gsb 3.581 NA NA 1.00000 1.581 NA NA
D  OL,OL-2,SL-2 5L-3,CSL 2.591 NA NA 1.00000 2.591 NA NA
E  GSLD Actual Fuel Cost plus $6 28 per CP kW
Marianna; A RS 4.059 NA NA 1.00000 4.060 NA NA
B GS 4.042 NA NA 1.00000 4.042 NA NA
C GSD 1.654 NA NA 1.00000 3.654 NA NA
D GLSD 3.492 NA NA 1.00000 3.492 NA NA
E OLOL2 2.529 NA NA 1.00000 2529 * NA NA
F__ SL)-2,SL3 2.526 NA - NA 1.00000 2.526 NA NA
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Review of Florida Power DOCKET NO. 001148-EI
& Light Company’s proposed ORDER NO. PSC-01-1346-PCO-EI
merger with Entergy ISSUED: June 19, 2001

Corporation, the formation of
a Florida transmission company
(“Florida transco”), and their
effect on FPL’s retail rates.

The following Commissioners participated in the disposition
of this matter:

E. LEON JACCBS, JR., Chairman
J. TERRY DEASON
LILA A. JABER
BRAULIO L. BAEZ
MICHAEL A. PALECKI

ORDER REQUIRING THE FILING OF MINIMUM FILING REQUIREMENTS

BY THE COMMISSION:

BACKGRQUND

This docket was opened on August 15, 2000, to review Florida
Power & Light Company’s (FPL or the company) proposed merger

with Entergy Corporation (Entergy), the formation of a regional
transmission organization (RTO), and their effects on FPL’s
rates and earnings. On April 2, 2001, FPL Group, Inc. announced

that the agreement to merge with Entergy had been terminated.
The proposed transco, GridFlorida, has been approved by the

Federal Energy Regulatory Commission (FERC) and is scheduled to
become operational by the end of the year.

At the current time, FPL 1is operating under a three vyear
revenue sharing plan that was part of a stipulation with the

Office of Public Counsel, the Florida Industrial Power Users
Group, and
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the Coalition for Equitable Rates. The stipulation was approved
in Order No. PSC-99-0519-AS-EI, issued March 17, 1999, in Docket
No. 990067-EI. In addition to setting a revenue cap, the

stipulation provided for a $350 million annual rate reduction,
a reduction in the authorized midpoint for return on equity
(ROE) from 12% to 11%, the discretionary amortization of up to
$100 million annually to reduce nuclear and/or fossil production

plant and various other items. As a result of the revenue cap,
FPL refunded $22.8 million during 2000 and expects to refund in
excess of $87.8 million, plus interest, during June 2001. The

revenue sharing plan ends on April 14, 2002.

Several events have occurred recently that impact the
electric industry in Florida. In July, 2000, Governor Bush
created the Energy 2020 Study Commission (Energy Commission),
which has been charged with proposing an energy plan and
strategy for Florida over the next 20 years. The Energy
Commission filed an Interim Report to the Legislature and the
Governor in December, 2000, which included proposed legislation
designed to move Florida to a deregulated wholesale energy
market. That proposed legislation called for a base rate cap on
retail rates during a transition period. During the recent
legislative session, there were concerns expressed about the
earnings level of the investor-owned companies, the value of the
generation and transmission assets, and whether current base
rates accurately reflect cost.

In addition, the utility is inveolved in the establishment
of GridFlorida, a regional transmission organization (RTO)
formed in response to an order issued by the Federal Energy
Regulatory Commission (FERC). This RTO will have a significant
impact on the investment and expenses of the utility in the
future. Retail rates, which currently include a cost component
to recover transmission facility costs, must be reconciled with
the removal of the transmission costs and the imposition of new
wholesale transmission rates charged by GridFlorida.

In light of all of these events, we believe it is necessary
to initiate a base rate proceeding to address the level of FPL’s
earnings and to assure appropriate retail rates are implemented
on a going forward basis so that appropriate benefits of the
formation
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of the RTO and any future restructuring of the electric market
are captured for the retail ratepayer. The following discussion
details our specific concerns with regard to the level of
earnings of FPL.

DISCUSSION

In the Stipulation, it was explicitly recognized that,

during the term of the Stipulation, FPL’s "“...achieved return
on eguity may, from time to time, be outside the authorized
range....” Every month since the inception of the revenue

sharing plan in April 1999, however, FPL’'s achieved “FPSC
Adjusted” ROE has exceeded the maximum of its authorized ROE
range. Over this 23 month period, FPL’s achieved ROE has
exceeded the 12% ROE ceiling by a range of 4 to 157 basis points
through February 2001. On average during this period, FPL’s
reported ROE has been 49 basis points above the top of the
authorized ROE range. This is a conservative figure because it
does not reflect the possibility of certain adjustments related
to items such as the Florida Municipal Power Agency (FMPA)
settlement and executive compensation.

FPL has maintained this high level of earnings despite the
imposition of the revenue cap and its related refunds, the $350
millicen annual base rate reduction, the $100 million
discretionary production plant amortization write-off, the
inclusion of a $69 million settlement with FMPA in November 1999
and the December 2000 recording of one-time costs, including
substantial executive compensation expenses, of $62 million
related to the failed merger with Enterqgy. We are concerned
that, once the revenue sharing plan ends on April 14, 2002,
FPL’s earnings will continue to exceed its authorized maximum
ROE ceiling of 12% with no protection for the ratepayers from
these high earnings.

As part of FPL’s current revenue sharing plan, the annual
nuclear decommissioning and fossil dismantlement accruals have
been capped at the 1995 prescribed levels, and FPL’s
depreciation rates were capped at their prescribed 1999 levels.
FPL filed an updated nuclear decommissioning study at the end of
2000 which is under review. The currently approved nuclear
decommissioning annual
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accruals are $84,024,335 on a retail basis. The annual accruals
resulting from FPL’s updated decommissioning studies are
$81,549,724 on a retail basis. This represents a $2,474,611
decrease in the annual accrual amount. FPL 1is proposing to

maintain the currently prescribed annual accrual level rather
than decreasing the level to the amount supported by 1its
decommissioning studies. Under the Stipulation, the
decommissioning accrual cannot be increased. If the accrual is
decreased, 1t would increase FPL’s earnings for 2001 and the
remaining period of the stipulation.

Inextricably related to the assessment of earnings 1is the
amount of common equity capital on which the ROE 1is measured.
FPL’s equity ratio, while addressed in the Stipulation, remains
an ongoing concern. In Section 4 of the Stipulation, FPL agreed
to cap its equity ratio at 55.83% on an adjusted basis for
surveillance purposes. Although the amount is small, FPL’s
adjusted equity ratio has consistently exceeded this cap since
March 2000. FPL’s actual equity ratio, the level upon which
earnings are measured, of approximately €5% continues to be well
above the average equity ratio for AA-rated electric utilities.
A rate proceeding will afford an opportunity to determine an
appropriate equity ratio, for ratemaking purposes, after the
expiration of the revenue sharing plan.

In addition to the reasons for an earnings investigation
outlined above, the information contained in the rate case
minimum filing requirements (MFRs) is necessary to ensure proper
rate-making and cost allocations among rate classes to reflect
changes that have occurred since the company’s last rate case.
FPL’'s most recent fully allocated cost of service study was
filed in 1981 for a projected 1983 test year. Since that time,
significant changes have taken place in the company'’s
operations, and cost shifting among rate classes has occurred.
Considering the possibility of wholesale and/or retail electric
market restructuring in Florida, the availability of current

cost and allocation information will be beneficial to decision
makers.

As mentioned previously, the wutility 1is involved in the
establishment of GridFlorida RTO along with other electric
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utilities in peninsular Florida. The planned implementation of

GridFlorida is December, 2001 and the rates of the RTO are due
to be filed with FERC in October, 2001. On May 11, 2001, prior
to this decision, FPL, Florida Power Corporation, and Tampa
Electric Company filed a Joint Motion to Establish a Generic
Docket to consider the 1issues related to the formation of
GridFlorida on an expedited basis. This Joint Motion was
addressed at the May 29, 2001, agenda conference, and a separate
order reflecting that decision will be issued in Dockets Nos.
001148-EI, 000824-EI and 010577-EI.

DECISTION

A rate proceeding with MFRs, including a fully allocated
cost study, will provide assurances that FPL’s rates, on a
going-forward basis, are fair, just, and reasonable. For all of
the reasons stated above, we find that FPL shall be required to
file MFRs by August 15, 2001 (approximately 90 days from the
date of our vote on this matter). This filing will begin an
eight month time period for establishing new base rates to be
effective by April 15, 2002, the expiration date of the existing
revenue sharing plan. We further find that a projected calendar
year 2002 test year is a reasonable basis for determining future
rates.

In requiring FPL to file MFRs, we are mindful that it has
been in excess of 17 years since full MFRs were filed, and that

the effort to make such a filing is significant. To that end,
we direct our staff to meet with the utility, the other parties,
and other interested persons as soon as possible. The

participants are directed to identify specific issues, discuss
the possibility of eliminating certain MFRs that are not
necessary for the efficient processing of this case, and to
discuss the logistical challenges to the utility in meeting the
August 15, 2001, filing date. We recognize that the discussions
undertaken pursuant to the direction of this order could result
in the need for further action by the Prehearing Officer and/or
the Commission. Our intent 1s to be flexible, while still
requiring the filing of sufficient information on a timely
basis.
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Our over-arching concern 1is that the public interest be

protected. It 1is our responsibility to ensure that the
company’s
retail rates are at an appropriate level. Moreover, it 1s our

belief that information in the MFRs will assist this Commission
in addressing questions from the Energy 2020 Study Commission
and the Florida Legislature regarding the earnings level of FPL,
appropriate base rates, and the 1level of potential stranded
cost/investment associated with various plans for restructuring
of the electric industry.

We want to be clear that this decision to initiate a rate
proceeding does not foreclose the ability of the company and
parties to reach a resolution of some or all of the issues
involved in an earnings review. In fact, it is our belief that
the information contained in the MFRs can empower parties and
the Commission to reach a settlement that everyone can agree is

in the public interest. However, we need to be ready to move
forward to discharge our obligations in the event there is no
informal resolution of the issues. The information contained in

the MFRs will allow us to do that.

Although we are not a party bound by its terms, we did
approve the Stipulation in Order No. PSC-99-0519-AS-EI. One
provision of the stipulation provides that the revenue sharing
plan is to be the parties’ “exclusive mechanism” to address any
excessive earnings that might occur during the term of the
stipulation. This provision provides some measure of protection
for the. ratepayers. For this reason, we find that no money
shall be placed subject to refund at this time. '

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that
Florida Power & Light Company shall file Minimum Filing
Requirements by August 15, 2001, based on a projected calendar
year 2002 test year. It is further

ORDERED that no money shall be placed subject to refund at
this time. It is further
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ORDERED that this docket shall remain open.

By ORDER of the Florida Public Service Commission this 19th
day of June, 2001.

BLANCA S. BAYO, Director
Division of Records and Reporting

By: /s/ Kay Flynn
Kay Flynn, Chief
Bureau of Records

This is a facsimile copy. Go to the
Commission’s Web site,

http: //www.floridapsc.com or fax a reqguest
to 1-850-413-7118, for a copy of the order
with signature.

( SEAL)

RVE

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section
120.569 (1), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders
that 1s available under Sections 120.57 or 120.68, Florida
Statutes, as well as the procedures and time limits that apply.
This notice should not be construed to mean all requests for an
administrative hearing or Jjudicial review will be granted or
result in the relief sought.

Mediation may be available on a case-by-case basis. If
mediation 1is conducted, it does not affect a substantially
interested person’s right to a hearing.

R. 401



ORDER NO. PSC-01-1346-PCO-EI "
DOCKET NO. 001148-EI
PAGE 8

Any party adversely affected by this order, which is
preliminary, procedural or intermediate in nature, may reguest:
(1) reconsideration within 10 days pursuant to Rule 25-22.0376,
Florida Administrative Code, 1f issued by a Prehearing Officer;
(2) reconsideration within 15 days pursuant to Rule 25-22.060,
Florida Administrative Code, if issued by the Commission; or (3)
judicial review by the Florida Supreme Court, in the case of an
electric, gas or telephone utility, or the First District Court
of BAppeal, in the case of a water or wastewater utility. A
motion for reconsideration shall be filed with the Director,
Division of Records and Reporting, in the form prescribed by
Rule 25-22.060, Florida Administrative Code. Judicial review of
a preliminary, procedural or intermediate ruling or order 1is
available if review of the final action will not provide an
adequate remedy. Such review may be requested from the
appropriate court, as described above, pursuant to Rule 9.100,
Florida Rules of Appellate Procedure.

R. 402
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—

In re: Review of the retail DOCKET NO. 001148-EI
rates of Florida Power & Light ORDER NO., PSC-01-2111-PCO-EI
Company ISSUED: October 24, 2001

ORDER_ESTABLISHING PROCEDURE

By Order No. PSC-01-1346-PCO-EI, issued June 19, 2001, in this
docket, Florida Power & Light Company (FPL) was ordered to file
Minimum Filing Requirements (MFRs) based on a projected calendar
year 2002 test year. By Order No. PSC-01-1535-PCO-EI, issued July
24, 2001, the Commission established the specific MFR schedules to
be filed by FPL and the filing dates for those schedules. A
hearing has been scheduled for April 10-12, and 15-16, 2002.

This Order is issued pursuant to the authority granted by Rule
28-106.211, Florida Administrative Code, which provides that the
presiding officer before whom a case is pending may issue any
orders necessary to effectuate discovery, prevent delay, and
promote the just, speedy, and inexpensive determination of all
aspects of the case.

The scope of this proceeding shall be based upon the issues
raised by the parties and Commission staff (staff) up to and during
the prehearing conference, unless modified by the “"ommission. The
hearing will be conducted according to the provisions of Chapter
120, Florida Statutes, and all administrative rules applicable to
this Commission.

Discovery

When discovery requests are served and the respondent intends
to object to or ask for clarification of the discovery request, the
objection or request for clarification shall be made within ten
days of service of the discovery request. This procedure is
intended to reduce delay in resolving discovery disputes.

The hearing in this docket is set for April 10-12, and 15-16,
2002. Unless authorized by the Prehearing Officer for good cause
shown, all discovery shall be completed by April 1, 2002. All
interrcgatories, requests for admissions, and requests for
production of documents shall be numbered sequentially in order to
facilitate their identification. The discovery requests will be

COCUMINT vt murn pavr
13469 ocT.24 5.
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numbered sequentially within a set and any subsequent discovery
requests will continue the sequential numbering system. Pursuant
to Rule 28-106.206, Florida Administrative Code, unless
subsequently modified by the Prehearing Officer, the following
shall apply: interrogatories, including all subparts, shall be
limited to 500; reguests for producticn of documents, including all
subparts, shall be limited to 500; and requests for admissions,
including subparts, shall be limited to 100.

Any information provided pursuant to a discovery request for
which proprietary confidential business information status is
requested shall be treated by the Commission and the parties as
confidential. The information shall be exempt from Section
119.07(1), Florida Statutes, pending a formal ruling on such
request by the Commission, or upon the return of the information to
the person providing the information. If no determination of
confidentiality has been made and the information has not been made
a part of the evidentiary record in the proceeding, it shall be
returned expeditiously to the person providing the information. If
a determination of confidentiality has been made and the
information was not entered into the record of the proceeding, it
shall be returned to the person providing the information within
the time period set forth in Secticn 366.093, Florida Statutes.

Diskette Filings

See Rule 25-22.028(1), Florida Administrative Code, for the
requirements of filing on diskette for certain utilities.

Notice and Public Information

Within 15 days of filing the complete MFR schedules required
by Order No. PSC-01-1535-PCO-EI, FPL shall place a copy of the MFRs
at its official headquarters. The copies of the MFRg shall be

available for public inspection during the utility's regular
business hours.

FPL shall advise all customers, via a notation on its bills,
that service hearings have been scheduled and that details will be
provided via newspaper advertisements. At least 7 days and not
more than 20 days prior to each service hearing, FPL shall have
published in a newspaper of general circulation in the area in
which the service hearing is to be held a display advertisement
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stating the date, time, location, and purpose of the hearing. The
advertisement shall be approved by the Commission staff prior to
publication. This advertisement shall also include a statement
that any customer comments regarding FPL’s service or rates should
be addressed to the Director, Division of the Commission Clerk and
Administrative Services, Florida Public Service Commission, 2540
Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, and that
such comments should identify the docket number assigned to this
proceeding.

Prefiled Testimony and Exhibits

Each party shall prefile, in writing, all testimony that it
intends to sponsor. Such testimony shall be typed on 8 % inch x 11
inch transcript-quality paper, double spaced, with 25 numbered
lines, on consecutively numbered pages, with left margins
sufficient to allow for binding (1.25 inches),

Each exhibit intended to support a witness' prefiled testimony
shall be attached to that witness' testimony when filed, identified
by his or her initials, and consecutively numbered beginning with
1. All other known exhibits shall be marked for identification at
the prehearing conference. After an opportunity for opposing
parties to object to introduction of the exhibits and to cross-
examine the witness sponsoring them, exhibits may be offered iito
evidence at the hearing. Exhibits accepted into evidence at the
hearing shall be numbered sequentially. The pages of each exhibit
shall also be numbered seguentially prior to filing with the
Commission.

An original and 15 copies of all testimony and exhibits shall
be prefiled with the Director, Division of the Commission Clerk and
Administrative Services, by the close of business, which is 5:00
p.m., on the date due. A copy of all prefiled testimony and
exhibits shall be served by mail or hand delivery to all other
parties and staff no later than the date filed with the Commission.
Failure of a party to timely prefile exhibits and testimony from
any witness in accordance with the foregoing regquirements may bar
admission of such exhibits and testimony.

If a demonstrative exhibit or cther demonstrative tools are to

be used at hearing, they must be identified by the time of the
Prehearing Conference.
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Each witness shall prepare an errata sheet incorporating all
changes and or corrections to his/her prefiled testimony, if
necessary. Each errata sheet will be marked as an exhibit, to be
offered at the same time as the prefiled testimony and exhibits.

Prehearing Statement

All parties in this docket shall file a prehearing statement.
Staff will also file a prehearing statement. The original and 15
copies of each prehearing statement shall be prefiled with the
Director of the Division of the Commission Clerk and Administrative
Services by the close of business, which is 5:00 p.m., on the date
due. A copy of the prehearing statement shall be served on all
other parties and staff no later than the date it is filed with the
Commission. Failure of a party to timely file a prehearing
statement shall be a waiver of any issue not raised by other
parties or by the Commission. In addition, such failure shall
preclude the party from presenting testimony in support of its
position. Such prehearing statements shall set forth the following
information in the sequence listed below.

(a) The name of all known witnesses that may be called

by the party, and the subject matter of their
testimony;

(b) a description of all known exhibits that may be
used by the party, whether they may be identified
on a composite basis, and the witness sponsoring
each;

(c) a statement of basic position in the proceeding;

(d) a statement of each question of fact the party
congiders at issue, the party's position on each

such issue, and which of the party's witnesses will
address the issue;

(e) a statement of each question of law the party
considers at issue and the party's position on each
such issue;

(f) a statement of each policy question the party
considers at issue, the party's positicn on each
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such issue, and which of the party's witnesses will
address the issue;

(g} a statement of issues that have been stipulated to
by the parties;

(h) a statement of all pending motions or other matters
the party seeks action upon;

(i) a statement identifying the parties’ pending
requests for confidentiality;

() a statement as to any requirement set forth in this
order that cannot be complied with, and the reasons
therefore; and

(k) Any objections to a witness’s qualifications as an
expert must be identified in a party’s Prehearing
Statement. Failure to identify such objection may
result in restriction of a party’s ability to
conduct voir dire.

Prehearing Conference

Pursuant to Rule 28-106.209, Flcrida Administrative Code, a
prehearing conference will be held March 14, 2001, at the Betty
Easley Conference Center, 4075 Esplanade Way, Tallahassee, Florida.
Any party who fails to attend the prehearing conference, unless
excused by the Prehearing Officer, will have waived all issues and
positions raised in that party's prehearing statement.

Prehearing Procedure: Waiver of Issues

Any issue not raised by a party prior to the issuance of the
prehearing order shall be waived by that party, except for good
cause shown. A party seeking to raise a new issue after the
issuance of the prehearing order shall demonstrate that: it was
unable to identify the issue because of the complexity of the
matter; discovery or other prehearing procedureé were not adequate
to fully develop the issue; due diligence was exercised to obtain
facts touching con the issue; information obtained subsequent to the
issuance of the prehearing order was not previously available to
enable the party to identify the issue; and introduction of the
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issue could not be to the prejudice or surprise of any party.
Specific reference shall be made to the information received, and
how it enabled the party to identify the issue.

Unless a matter is not at issue for that party, each party
shall diligently endeavor in good faith to take a position on each
issue prior to issuance of the prehearing order. When a party is
unable to take a position on an issue, it shall bring that fact to
the attention of the Prehearing Officer. If the Prehearing Officer
finds that the party has acted diligently and in good faith to take
a position, and further finds that the party's failure to take a
position will not prejudice other parties or confuse the
proceeding, the party may maintain "no position at this time" prior
to hearing and thereafter identify its position in a post-hearing
statement of issues. In the absence of such a finding by the
Prehearing Officer, the party shall have waived the entire issue.
When an issue and position have been properly identified, any party
may adopt that issue and position in its post-hearing statement.

Document Identification

To facilitate the management of documents in this docket,
exhibits will be numbered at the Prehearing Conference. Each
exhibit submitted shall have the following in the upper right-hand
corner. the docket number, the witness's nan=, the word "Exhibit"
followed by a blank line for the exhibit number and the title of
the exhibit.

An example of the typical exhibit identification format is as
follows:

Docket No. 12345-TL’
J. Doe Exhibit No.
Cost Studies for Minutes of Use by Time of Day

Controlling Dates

On August 15, 2001, FPL submitted a letter to staff concerning
FPL’s proposed schedule for the retail rate review portion of this
docket. Staff met with the parties to discuss FPL’s proposal on
August 29, 2001. FPL identifies three objectives which FPL
believes are advanced by its proposed schedule:
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1) It allows all parties an opportunity to explore possible

settlement of parts or all of the matters that could be
considered in this proceeding.

It provides for the staff to issue a recommendation to the
Commission on how best to proceed based on its review of the
extensive and comprehensive 2002 forecast data contained in
the MFRs filed by FPL.

It permits the identification of factual issues that may be in
dispute so that they can be meaningfully addressed and
facilitates the possible simplification and resolution of some
of those issues short of a full hearing.

Having considered FPL's request, and the comments of the parties,

the following schedule is established:

Discovery Now through April 1, 2002
MFR Filing Complete 10/15/01
Service Hearings 11/29/01, 12/11-13/01
Preliminary Lists of Issues 12/21/01
Issue ID Meeting 01/09/02
Utility Direct Testimony 01/28/02
Intervenor Testimony 02/11/02
Staff Testimony 02/25/02
Prehearing Statements 02/28/02
Rebuttal Testimony 03/11/02
Prehearing Conference 03/14/02
Discovery Complete 04/01/02
Hearing 04/10/01 - 04/12/01 &
04/15/01 -
04/16/01
Briefs 04/28/02
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This schedule is compatible with all the objectives suggested
in FPL's August 15, 2001, letter. However, FPL’s suggestion of
requiring a staff recommendation on how best to proceed based on
its review of the extensive and comprehensive 2002 forecast data is
unnecessary, not practical, and potentially prejudicial to the
rights of one or more parties. The Commission, in its
deliberations at, and the order issued from, the decision at the
May 15, 2001, agenda conference, provided explicit direction as to
how to proceed. The Commission ordered the utility to file MFRs to
determine what FPL’s retail rates should be on a going forward
basis. There are two means of addressing that issue with finality
in Florida Administrative Law. First, via a settlement, agreed to
by all parties to the proceeding and subsequently approved by the
Commission. Second, via a hearing conducted pursuant to Sections
120.569 and 120.57, Florida Statutes. The Commission’s intent in
requiring the filing of MFRs was to facilitate both possible
outcomes. This proceeding was initiated by the Commission on its
own motion. As such, if, at any point, staff believes the
proceeding should be concluded, it can prepare a recommendation for
Commigsion consideration. There simply is no reason to require a
recommendation to reconsider the Commission’s direction when, if
appropriate, the option already exists.

The Commission expected that information in the MFRs would be
the starting pecint for reaching a determination on the
reasonableness of FPL’s rates. The MFRs in and of themselves,
will not provide all the information necessary to ascertain the
reasonableness of FPL’s retail rates on a going forward basis. An
audit, and an adequate period for discovery are necessary to
evaluate and, if necessary, challenge the assertions contained in
the MFRs. The discovery and audit processes should be permitted to
take place without undue time restrictions to allow staff and the
parties a fair opportunity to review the MFRs.

FPL has voiced concerns about its ability to respond to issues
that will not, and indeed, cannot be identified before the parties
and staff have fully reviewed the MFRs. To address that concern,
this Order establishes a testimony filing schedule subsequent to
the identification of specific issues. The proposed schedule
contemplates an opportunity for utility, intervenor, staff and
rebuttal testimony. This schedule will allow:

1) An opportunity for all parties to fully evaluate the
information in the MFRs;
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2) The identification of specific issues based on that
evaluation;

3) An opportunity for all parties to file testimony which
addresses the specifically identified issues;

4) Approximately 90 days from the identification of issues to the
hearing to explore settlement of some or all of the issues
short of a full hearing; and

5) The staff to file a recommendation concerning an alternate

procedure for processing this case if it appears to staff to
be warranted.

I believe this process accommodates the matters addressed in FPL's
letter.

Use of Confidential Information At Hearing

It is the policy of this Commission that all Commission
hearings be open to the public at all times. The Commission also
recognizes its obligation pursuant to Section 366.093, Florida
Statutes, to protect proprietary confidential business information
from disclosure outside the proceeding. Any party wishing to use
any proprietary confidential business information, as that term is
defined in Section 366.093, Florida Statutes, shall notify the
Prehearing Qfficer and all parties of record by the time of the
Prehearing Conference, or if not known at that time, no later than
seven (7) days prior to the beginning of the hearing. The notice
shall include a procedure to assure that the confidential nature of
the information is preserved as required by statute. Failure of
any party to comply with the seven-day requirement described above
shall be grounds to deny the party the opportunity to present
evidence which is proprietary confidential business information.

When confidential information is used in the hearing, parties
must have copies for the Commissioners, necessary staff, and the
Court Reporter, in envelopes clearly marked with the nature of the
contents. Any party wishing to examine the confidential material
that is not subject to an order granting confidentiality shall be
provided a <copy in the same fashion as provided to the
Commissioners, subject to execution of any appropriate protective
agreement with the owner of the material. Counsel and witnesses
are cautioned to avoid verbalizing confidential information in such
a way that would compromise the confidential information.

—
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Therefore, confidential information should be presented by written
exhibit when reasonably possible to do so. At the conclusion of
that portion of the hearing that involves confidential information,
all copies of confidential exhibits shall be returned to the
proffering party. If a confidential exhibit has been admitted into
evidence, the copy provided tco the Court Reporter shall be retained
in the Division of Records and Reporting's confidential files.

Post-Hearing Procedure

Each party shall file a post-hearing statement of issues and
p-sitions. A summary of each position of no more than 50 words,
set off with asterisks, shall be included in that statement. If a
party's position has not changed since the issuance of the
prehearing order, the post-hearing statement may simply restate the
prehearing position; however, if the prehearing position is longer
than 50 words, it must be reduced to no more than 50 words. 1f a
party fails to file a post-hearing statement in conformance with
the rule, that party shall have waived all issues and may be
dismissed from the proceeding.

Pursuant to Rule 28-106.215, Florida Administrative Code, a
party’s proposed findings of fact and conclusions of law, if any,
statement of issues and positions, and brief, shall together total
no more than 75 pages, and shall be filed at the same time.

Based upon the foregoing, it is
ORDERED by Commissioner Braulio L. Baez, as Prehearing

Officer, that the provisions of this Order shall govern this
proceeding unless modified by the Commission.
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By ORDER of Commissioner Braulio L. Baez, as Prehearing
Officer, this 24th day of _Qctober 2001

oo

BRAU IO L. BAEZ
Comm1551oner and Prehearlng Officer

( SEATL)

RVE

NOTICE CF FURTHER PROCEEDINGS OR JUDICTAL REVIEW

The Florida Public Service Commission is required by Section
120.569(1), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders that
is available under Sections 120.57 or 120.68, Florida Statutes, as
well as the procedures and time limits that apply. This notice
should not be construed to mean all requests for an administrative

hearing or judicial review will be granted or result in the relief
sought.

Mediation may be available on a case-by-case basis. If
mediation 1is conducted, it does not affect a substantially
interested person‘’s right to a hearing.

Any party adversely affected by this order, which is
preliminary, procedural or intermediate in nature, may request: (1)
reconsideration within 10 days pursuant to Rule 25-22.0376, Florida
Administrative Code, 1if 4issued by a Prehearing Officer; (2)
reconsideration within 15 days pursuant to Rule 25-22.060, Florida
Administrative Code, if issued by the Commission; or (3) judicial
review by the Florida Supreme Court, in the case of an electric,
gas or telephone utility, or the First District Court of Appeal, in
the case of a water or wastewater utility. ‘A motion for
reconsideration shall be filed with the Director, Division of the

—
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Commission Clerk and Administrative Services, in the form
prescribed by Rule 25-22.060, Florida Administrative Code.
Judicial review of a preliminary, procedural or intermediate ruling
or corder is available if review of the final action will not
provide an adequate remedy. Such review may be requested from the
appropriate court, as described above, pursuant to Rule 9.100,
Florida Rules of Appellate Procedure.
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ANDREWS & KURTH L.L.P.

ATTORNEYS -
HOUSTON 1701 PENNSYLVANIA AVENUE N'W TELEPHONE 202.662.2700
WASHINGTON. DC SUITE 300 FACSIMILE 202 062 273¢
DALLAS WASHINGTON, D C. 20006 5805
LOS ANGELES
NEW YORK MARK F SUNDBACK
THE WOODIANDS DIRECT 202 662.2755
LONDON
EMAIL ADDRESS
MSUNDBACK@AKLLP COM
January 30, 2002
Via Federal Express — —
ra =2
< L
Ms. Blanca S. Bayo, Director =] = (O
Division of the Commission Clerk OF s e
and Administrative Services = <
Florida Public Service Commission ;Z} x> '
2540 Shumard Oak Boulevard o 5 =
Tallahassee, FL 32399-0850 I &
o 2

Re:  Review of the retail rates of Florida Power & Light Company,
Docket No. 001148-EI1

Dear Ms. Bayo:

Enclosed on behalf of South Florida Hospital and Healthcare Association are the original
and eight copies of the Motion To Compel Discovery Requests in the above referenced docket.

Please acknowledge receipt and filing of the above by stamping the duplicate copy and
returning same in the enclosed self-addressed stamped envelope to the undersigned.

Thank you for your assistance in connection with this matter.

Very truly yours,

- L’faﬁ/(’ F‘Egmcgé—ce_

Mark F. Sundback
An Attorney For the Hospitals

A

L6 W 0€ N2
Y31N30 NOILNGIYLSIC.

Enclosures
cc: Counsel for Parties of Record

WAS:91916 | R. 11004



BEFORE THE FLORIDA PUBLIC SERVICE COMMISS}ON
In Re:
Review of the retail rates of
Florida Power & Light
Company

Docket No. 001148-El
Date Filed: January 30, 2002

MOTION OF SOUTH FLORIDA HOSPITAL
AND HEALTHCARE ASSOCIATION
TO COMPEL DISCOVERY RESPONSES

To:  Honorable Commissioner Braulio L. Baez
Prehearing Officer

Pursuant to Rule 28-106.303 of the Florida Administrative Code (“FAC”), the
South Florida Hospital & Healthcare Association ( “SFHHA™) hereby moves for issuance
of an order compelling full responses to two interrogatories to which Florida Power &

Light Company (“FPL”) has declined to provided complete answers.

L.

SFHHA propounded its third round of discovery requests in the captioned
proceeding on December 21, 2001, including SFHHA interrogatories Nos. 32 and 33.

Interrogatory Nos. 32 and 33 read as follows:

Interrogatory No. 32

Please identify the entities receiving gains on the sales of interests in
FiberNet, Adelphia Communications Corp. and the one-third ownership
interest in the cable limited partnership (referenced in Document
Production Request No. 24) all as described in the FPL Group 2000
Annual Report, and the amount of such gain for each entity.

Interrogatory No. 33

Who were the other partners in the cable limited partnership (referenced in
Document Production Request No. 24), and why was an FPL affiliate a
partner in the enterprise? Identify the assets contributed, or any other
consideration furnished, by FPL or an FPL affiliate as part of the
participation in or formation of the partnership or the acquisition of any
ownership share in the partnership.

WAS:91906.1
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FPL has objected to Interrogatory Nos. 32 and 33. FPL has limitgd its responses
strictly to FPL, without reference to any FPL affiliates. FPL maintah:s that because the
interrogatories relate in part to “transactions between FPL’s unregulated affiliates, or
between an unregulated affiliate and an unaffiliated entity,” there is no reason why the
requested information should be produced. Appendix A contains FPL’s statements

regarding Interrogatory Nos. 32 and 33. As a consequence, FPL avoided responding to

the balance of the interrogatories.

IL

FPL’s objections are without merit. As FPL well knows, a rate-regulated entity
has many opportunities to shift value away from ratepayers to unregulated entities where
the value may be realized exclusively for the benefit of investors. SFHHA
Interrogatories Nos. 32 and 33 involve precisely that issue, which may explain why FPL

is so anxious not to respond.

FPL Group owned an interest in an entity called Adelphia Communications Corp.
as well as in a cable limited partnership. According to the FPL Group Annual Report for
2000, the FPL Group sold its common stock in Adelphia Communications for a gain of
approximately $150 million. Additionally, FPL Group enjoyed “a $108 million . . . gain .
.. on the redemption of its one-third interest in a cable limited partnership . ...” A copy

of the relevant porticn of the Annual Report is attached hereto as Appendix B.

Adelphia Communications and, potentially, the cable TV partnership, engaged in
business transactions with inter alia, FPL. At present, there is no assurance that the
unnamed cable TV partnership, or Adelphia, did not receive value, for instance by a
transfer of assets owned by, or rights of access to property of, FPL, in manners which

transferred substantial value from ratepayers to holders of equity interests in the

WAS:91906.1
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anonymous cable TV partnership or Adelphia. Certainly the fact that _t_he FPL Group
originally was invited or allowed into the cable TV partnership in-;licates the other
partners envisioned that the FPL corporate family had something of value to contribute to
the partnership. Indeed, part of Interrogatory No. 33 seeks to understand exactly what
was contributed by the FPL corporate family as part of being admitted as a partner in the

cable partnership.

Of course, as the owner of an existing network consisting of thousands of miles of
right-of-way in Florida’s most densely populated areas, FPL has characteristics of very
high value to cable TV and telecommunications enterprises. FPL would hardly have

been the first utility to have attempted to capitalize on this value.'

But the right-of-way
and other assets have been assembled as part of FPL’s electric operations. The sale of
interests in Adelphia and the cable TV partnership of course may be the result simply of
investing serendipity. Alternatively, if valuable rights or assets at one time held by FPL

were conveyed to Adelphia or the cable TV partnership at below market value, that also

would tend to increase the value of owning a share of such enterprises.

In order to determine whether these gains came at the expense of ratepayers, it is
important to know why an FPL affiliate became involved in the respective enterprises
(e.g., Interrogatory No. 33), and what consideration was furnished during formation of
and participation in the partnership (Interrogatory No. 33). One way to transfer value
from regulated FPL operations to FPL Group shareholders would be a two step process:
first, convey rights or assets of FPL to an entity such as Adelphia or the cable TV
partnership, its owners or an intermediary (thereby obscuring the transactional trail); and

second, have the other owners of Adelphia or the cable TV partnership pay the FPL

: For instance, AEP and a number of other utilities have announced plans to form a new company

which would hold rights to access the utilities’ rights of way for telecommunications purposes.
3
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Group compensation, ostensibly for transfer of FPL Group’s ownership_i__nterest in such
entities, which would recognize the market value of the rights or assets conveyed by FPL.
In that way, the gain on the sale of the equity interest accrues to FPL shareholders even if
the asset originally belonged to FPL. There is nothing particularly novel about this
structure; regulated entities attempt from time to time to capture value in this way,
although how they attempt to distract attention from such transactions or shield them
from full disclosure (e.g., by contending that reports such as the Diversification Report
would be sufficient disclosure although transactions through intermediaries may not be
adequately reflected in such reports) varies from state to state and utility to utility. But
ratepayers and this Commission are entitled to know if such activities have occurred in
the FPL corporate family, especially given the dearth of full discovery in rate cases for

FPL during the last 18 years.

Therefore, FPL’s attempt to avoid furnishing the responsive data is without merit.
FPL should not be permitted to deprive ratepayers of value on the basis that its affiliates
ultimately profited from a transaction - - indeed, that is exactly the point why such a

transaction should be scrutinized, not ignored or shielded from review.

IIL.

Pursuant to FAC Rule 28-106.303(c), SFHHA has conferred with FPL, the
subject of this motion to compel, and SFHHA understands that FPL objects to the

motion.

IVv.
WHEREFORE, for the foregoing reasons, SFHHA respectfully requests that FPL

be compelled to furnish full responses to SFHHA Interrogatories Nos. 32 and 33.

R. 11008
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Respectfully submitted, ~~ ’

Mk FAS bl
Mark F. Sundback
Kenneth L. Wiseman
Andrews & Kurth L.L.P.
1701 Pennsylvania Avenue, N.W., Suite 300
Washington, D.C. 20006
Ph. (202) 662-3030: Fax (202) 662-2739

ATTORNEYS FOR SFHHA

January 30, 2002
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Review of the retail rates of ) Docket No. 001148-EI
Florida Power & Light Company. ) Dated: January 23, 2002

FLORIDA POWER & LIGHT COMPANY'S RESPONSE TO
SOUTH FLORIDA HOSPITAL ASSOCIATION’S THIRD REQUEST

FOR PRODUCTION (NOS. 15-25) AND INTERROGATORIES (NOS. 20-33)

Florida Power & Light Company (‘“FPL™), pursuant to Ruie 28-106.206, Florida
Administrative Code and Rules 1.340 and 1.350, Fiorida Rules of Civil Procedure, hereby
responds to South Florida Hospital Association’s Third Request for Production {Nos. 15-25) and
Interrogatories (20-33) as follows:

Introduction

FPL incorporates its prior objections and clanfications, served on January 3, 2002. Its
responses included herein are without waiver of those prior objections and clarifications.

All documents marked confidential (identified in the Confidential Documents Log
attached hereto) shall be subject to a confidentiality order o1 agreement to be agreed upen

between the parties, and shall be produced subject to such order or agreement.

Response to Request for Production

15.  The documents provided in response to this request will be made available for
inspection at FPL' s General Offices at 9250 West Flagler Street, Miami, Florida 33174 Jduring

normal business hours.

16.  FPL has no documents responsive to this request.

R. 11011



Florida Power &Tjght Company
Docket No. 001148-E]

SFHA Third Set Interrogatories
Interrogatory No. 32

Pagelofl

Q.
Please identify the entities receiving gains on the sales of interests in FiberNet, Adelphia
Communications Corp. and the one-third ownership interest in the cable limited partnership
(referenced in Document Production Request No. 24) all as described in the FPL Group 2000
Annual Report, and the amount of such gain for each entity.

A.
FPL's fiber-optic lines were sold to FPL FiberNet at net book value and no gain was recorded.
The other transactions didn't involve FPL.

R. 11012
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Florida Power & Light Company
Docket No. 001148-E1

SFHA Third Set Interrogatories
Interrogatory No. 33

Page ]l of 1

Q.
Who were the other partners in the cable limited partnership (referenced in Document Production

Request No.24), and why was an FPL affiliate a partmer in the enterprise? Identify the assets
contributed, or any other consideration furnished, by FPL or an FPL affiliate as part of the
participation in or formation of the partnership or the acquisition of any ownership share in the

partnership.

Al
FPL did not participate in the referenced cable limited partnership. Therefore, this interrogatory

is beyond the scope of proper discovery and, consistent with FPL's earlier objection, FPL is not
required to respond.
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FPL Group

2000 Annual Report
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FPL Grour 2000 Annuai Report

by a December 2000 filing that provided cenam operanonal detais
of the proposed RTO.

Under the proposed form of RTO, FPL would contribute
ils transmission assets o an independent transnussion company.
GndFlonda LLC (GridFionda) that would own and operate
the svsiem. A separaie corporation would be formed 1o own
the voung interest in and manage GridFlorida In return for ns
transmission assets. FPL would recewve a non-voung ownership
interest in GndFlonda. which could be exchanged for non-voting
stock of the managing corporaton FPL would account for its
wnierest 1n GridFlonda using the equity method

FPL Energy — FPL Energy’s earnings conunue to benefit from
the significant expansion of 11s independent power generation
portfolio. which has more than tripled since 1997 to over 4.100
mw al December 31, 2000. In 2000. Lamar Power Parners,
a natural gas-fired plant 1n the Central region became operational
and added approximately 1.000 mw to FPL Energy’s operaung
portfolio. In 1999, FPL Energy acquired the Maine assets.
which totaled 1.159 mw and 1in 1998. FPL Energy invested 1n
two natural gas-fired plants in the Nontheast. adding 295 mw
In addion. approximately 400 mw of wind projects have been
added in the West and Central regions since 1997

In 2000, FPL Energy’s net income aiso benefited from
increased revenues generated by the Maine assets as a result of
warmer weather and higher prices in the Northeast during May
2000, and lower O&M expenses at Doswell. In 1999. the effect of
a $176 mulhon (5104 million afier-tax) impairment loss (see Note
10) and higher administratve expenses 10 accommodate future
growth more than offset the benefits of the growing generation
portfoho and improved results from Doswell. FPL Energy’s 1998
net mcome ncludes the effect of a $35 million ($21 mithon
after-tax) charge for the termination of an interest rate swap
agreement. which was panly offset by the receipt of a §31 mithion
(519 million afier-tax) settlement relaung to a contract dispute

Deregulauon of the electnc utility market presents both
opportuniues and risks for FPL Energy. Opportunities exist for the
selective acquisiton of generation assets that are being divested
under deregulauon plans and for the construction and operauon
of efficient plants that can sell power in compettive markets
Substanually all of the energy produced in 2000 by FPL Energy’s
independent power projects was sold through power sales
agreements with utihities that expire 1n 2001-28. As compeuuve
wholesale markets become more accessible to other generators.
obtaining power sales agreements will become a progressively
more competitive process FPL Energy expects that as 1is exisung
power sales agreements expire. more of the energy produced
will be sold through shorter-term contracts and into competitive
wholesale markets

Competitive wholesale markets in the United States continue
to evolve and vary by geographic region. Revenues from electricity
sales in these markets will vary based on the prices obtainable for
energy, capacity and other ancillary services Some of the factors

affecung success in these markets include the abiliry 10 operate
generaung assets efficiently. the pnce and supply of fuel. transmussion
constraints. competuon from new sources of generauon, demand
growth and exposure 1o legal and regulatory changes

FPL Energy has approximately 540 net mw in California,
most of which are wind. solar and geothermal quahfving facilitses.
The output of these projects 1s sold predominantly under long-
term contracts with California utiliies. Increases in natural gas
pnces and an imbalance berween power supply and demand, as
well as other factors, have contributed to significant increases in
wholesale electnairy pnices in California. Utiliues in California had
previously agreed to fixed tariffs to their retail customers. which
resulted n significant under-recovenes of wholesale electriciry
purchase costs FPL Energy’s projects have not recerved the
majority of pavments due from California utihties since November
2000. On April 6. 2001. Pacific Gas and Electric Company (PG&E)
filed for protecton under the U.S. Bankruptcy laws. Earnings
from projects that sell to PG&E represent approximately 15% of
FPL Energy’s earmings from California projects. At December 31,
2000. FPL Energy's net investment in Califormia projects was
approximately $250 mullion. It 1s :mpossibie 1o predict what the
outcome of the situation i Califormia will be

Corporate and Other — Beginning 1n 2000. the corporate
and other segment includes FPL FiberNet's operaung results. FPL
FiberNet was formed 1n January 2000 to enhance the value of
FPL Group s fiber-optic network assets that were onginally built
to support FPL operations. Accordingly. FPL's existing 1,600 miles
of fiber-optic Iines were transferred to FPL FiberNet in january
2000 In 1999. net income for the corporate and other segment
reflects a $149 million {896 million after-tax) gain on the sale of
an mvestment 1n Adelphia Communications Corporauon common
stock. a $108 nmulhon (566 mulion after-1ax) gain recorded by FPL
Group Caputal Inc (FPL Group Capital) on the redemption of its
one-third mterest 1n a cable hmuted pannership. costs associated
with closing a retail marketng business of $11 million ($7 million
after-tax) and the favorable resolution of a prior year state tax
matter of $10 milhon (57 million after-tax). In 1998, net income
for the corporate and other segment refiects a $36 million ($25
millhion afier-tax) loss from the sale of Turner Foods Corporation’s
assets. the cost of lernunating an agreement designed to fix
interest rates of $26 mullion ($16 million after-tax) and adjustments
relating to prior years' tax matters, including the resolution of

a $30 million audut issue with the Internal Revenue Service.

LIQUIDITY AND CAPITAL RESOURCES

FPL Group’s capital requirements consist of expenditures to meet
ncreased electnairy usage and customer growth of FPL, investment
opportuniues at FPL Energy and expansion of FPL FiberNet.
Capnal expenditures of FPL for the 2001-03 penod are expected

1o be approximately $3.3 billion, including $1.1"billion in 2001.

As of December 31. 2000. FPL Energy has commitments totaling
approximately $380 milhon, pnmarily in connection with the

R. 11016

25



CERTIFICATE OF SERVICE -

DOCKET NO. 001148-EI

I HERBY CERTIFY that a true and correct copy of the foregoing has been furnished by

facsimile and U.S. Mail to the following parties. this 24 aay of January, 2002.

Robert V. Elias, Esquire

Division of Legal Services

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

David L. Cruthirds, Esquire
Attorney for Dynegy, Inc.

1000 Louisiana Street, Suite 5800
Houston, TX 77002-5050

John T. Butler, P.A.

Steel Hector & Davis, LLP

215 S. Monroe Street, Suite 60]
Tallahassee, Florida 32301

William G Walker, 111

Vice President

Florida Power & Light Company
215 South Monroe Street, Suite 810
Tallahassee, FLL 32301-1859

R. Wade Litchfield

Attorney

Florida Power & Light Company
700 Universe Boulevard

Juno Beach, Florida 33408-0420

Michael B. Twomey, Esquire
Post Office Box 5256
Tallahassee, Florida 32314-5256

Gray, Harris & Robinson, P.A.
Post Office Box 3068
Orlando, Florida 32802-3068

Thomas A. Cloud/W. Christopher Browder

Joseph A. McGlothlin, Esquire
Vicki Gordon Kaufman, Esquire
Attorneys for FIPUG
McWhirter Reeves

117 S. Gadsden Street
Tallahassee, Florida 32301

John W. McWhirter, Jr., Esquire
Attorney for FIPUG

McWhirter Reeves

400 North Tampa Street, Suite 2450
Tampa, Florida 33601-3350

Mr. Jack Shreve

John Roger Howe

Office of Public Counsel

c/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400

INTERESTED PARTIES:

Lee E. Barrett

Duke Energy North America
5400 Westheimer Court
Houston, Texas 77056-5310

Melissa Lavinson

PG&E National Energy Group Company
7500 Old Georgetown Road

Bethesda, Maryland 20814

Mr. Paul Lewis, Jr.

Florida Power Corporation

106 East College Avenue, Suite 800
Tallahassee, Florida 32301-7740

Jon C. Moyie, Esquire
Cathy M. Sellers, Esquire
118 North Gadsden Street
Tallahassee, FL 32301
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CPV Atlantic, Ltd
145 NW Central Park Plaza, Suite 101
Port Saint Lucie, FL 34986

Frederick M. Bryant ~~
Florida Municipal Power Agency
2061-2 Delta Way

Tallahassee, FL 32303

Steven H. McElhaney
2448 Tommy’s Turn
Oviedo, FL 32766

Homer O. Bryant
3740 Ocean Beach Blvd., Unit 704
Cocoa Beach, FL 32931

Richard Zambo, Esq.

Florida Industrial Cogeneration Assoc.
598 SW Hidden River Ave.

Palm City, FL 34990

Beth Bradley

Director of Market Affairs

Mirant Americas Development, Inc.
1155 Perimeter Center West
Atlanta, GA 30338-5416

Linda Quick

South Florida Hospital and Healthcare
6363 Taft Street

Hollywood, FL 33024

Diane K. Kiesling, Esquire
Landers Law Firm

P.O. Box 271

Tallahassee, FL 32303-6290

Harry W. Long, Jr.
Tampa Electric Company
Post Office Box 111
Tampa, Florida 33601

Lee L. Willis

James D. Beasley

Ausley & McMullen Law Firm
227 South Calhoun Street
Tallahassee, Florida 32301

Leslie J. Paugh, Esquire
Landers & Parsons, P.A.
310 West College Avenue
Tallahassee, Florida 32301

Ms. Angela Llewellyn
Tampa Electric Company
Post Office Box 111
Tampa, Florida 33601

Myron Rollins

Black & Veatch

Post Office Box 8405
Kansas City, MO 64114

Jennifer May-Brust, Esq.
Colonial Pipeline Company
945 East Paces Ferry Road
Atlanta, GA 30326

G. Garfield/R. Knickerbocker/S. Myers
Day, Berry Law Firm

CityPlace 1

Hartford, CT 06103-3499

Michelle Hershel

Florida Electric Cooperatives Association, Inc.
2916 Apalachee Parkway

Tallahassee, FL 32301

Thomas J. Maida/N. Wes Strickland
Foley & Lardner Law Firm

300 East Park Avenue

Tallahassee, FL 32301

Bruce May, Esquire
Holland Law Firm

Post Office Drawer 810
Tallahassee, FL 32302-0810

James J. Presswood, Jr.

Legal Environmental Assistance Foundation
1114 Thomasville Road

Tallahassee, FL 32303-6290

Michael Briggs

Reliant Energy Power Generation, Inc.
801 Pennsylvania Avenue, Suite 620
Washington, DC20004
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Sofia Solemou
526 15 Street, Apt. 14
Miami Beach, FL 33139

Thomas W. Kaslow

Calpine Eastern

The Pilot House, 2™ Floor
Boston, Massachusetts 02110

Bill L. Bryant, Jr., Esquire
Natalie B. Futch

106 East College Avenue, 12" Floor
Tallahassee, Florida 32301

Katz, Kutter, Haigler, Alderman, Bryant & Yon, P.A.

Marchris Robinson

Manager, State Government A ffairs
Enron Corporation

1400 Smith Street

Houston, Texas 77002-7361

Thomas J. Maida, Esquire

Foley & Lardner

106 East College Avenue, Suite 900
Tallahassee, FL 32301

Timothy S. Woodbury
Vice President - Strategic Services

Seminole Electric Cooperative, Inc.

16313 North Dale Mabry Highway
Tampa, Florida 33688-2000

Daniel Doorakian

Moyle, Flanigan, Katz, Raymond & Sheehan,
P.A.

The Perkins House

118 North Gadsden Street

Tallahassee, Florida 32301

Mk F\S_ Shouts

Mark F. Sundback

WAS:91906.1

R. 11019



BEFCRE THE FLORIDA PUBLIC SERVICE COMMISSION

-

In re: Review of the retail DOCKET NO. 001148-EI
rates of Florida Power & Light ORDER NO. PSC-02-0254-PCO-EI
Company . ISSUED: February 27, 2002

ORDER GRANTING MOTION_ TC COMPEL

On December 21, 2001, the South Florida Hospital & Healthcare
Association (“SFHHEA") propounded its third round of discovery
requests to Florida Power & Light Company (“FPL”) in this docket,
including Interrogatories Nos. 32 and 33, which read as follows:

Interrogatory No. 32

Please identify the entities receiving gains on the sales
of interests in FiberNet, Adelphia Communications Corp.
and the one-third ownership interest in the cable limited
partnership (referenced in Document Production Reguest
No. 24) all as described in the FPL Group 2000 Annual
Report, and the amount of such gain for each entity.

Interrogatory No. 33

Who were the other partners in the cable limited
partnership (referenced in Document Production Request
No. 24), and why was an FPL affiliate a partner in the
enterprise? Identify the assets contributed, or any
other consideration furnished, by FPL or an FPL affiliate
as part of the participation in or formation of the
partnership or the acquisition of any ownership share in
the partnership.

On January 3, 2002, FPL objected to prcoviding the information
sought in these interrogatories, stating:

These interrogatories relate at least in part to
transactions between FPL’s unregulated affiliates, or
between an unregulated FPL affiliate and an unaffiliated
entity. To the extent that they relate to such
transactions, FPL objects to these interrogatories as
beyond the proper scope of discovery (see objection to
definition of “FPL” above). FPL will respond to these

DOCLMENT e g
U2295 foper o
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ORDER NO. PSC-02-0254-PCO-EI
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interrogatcries with respect to transactions involving FPL.

FPL ocbjected to SFHHA's definition of “FPL” because it “purports to
include FPL’s parent and its affiliates.” In its objections, FPL
asserted that this Commission’s Jjurisdiction, and hence the
permissible scope of discovery in this proceeding, is limited with
respect to the parent and affiliates of a utility, and that the
scope of discovery is limited to documents within the pcssession,
control, or custody of a party.

On January 30, 2002, SFHHA filed a motion to compel responses
to these interrogatories. FPL filed a response in cpposition to
SFHHA’'s motion on February 6, 2002.

This Order addresses SFHHA's motion to compel and ig issued
pursuant to the authority granted by Rule 28-106.211, Flecrida
Administrative Code, which provides that the presiding officer
before whom a case is pending may issue any orders necessary to
effectuate discovery, prevent delay, and promote the just, speedy,
and inexpensive determination of all aspects of the case. Pursuant
to Rule 28-106.206, Florida Administrative Code, this dispute is
governed by Rules 1.280 through 1.400, Florida Rules of Civil
Procedure.

Argumente of the Parties

In its motion to compel, SFHHA states that FPL has limited its
responses strictly to FPL, without reference to any FPL affiliates.
Noting FPL’s objections, SFHHA argues that they are without merit.
in its motion, SFHHA asserts that rate-regulated utilities have the
opportunity to shift wvalue away from ratepayers to unregulated
entities where the value may be realized exclusively for the
benefit of investors. SFHHA states that its Interrogatories Nos.
32 and 33 are directed at that issue. SFHHA notes that FPL Group's
Annual Report for 2000 shows that FPL Group owned interests in an
entity called Adelphia Communications Corp. and an unnamed cable
limited partnership and achieved gains of $150 million and $108
million, respectively, on the sale of those interests. SFHHA
asserts that there is no assurance that Adelphia or the cable
limited partnership did not receive value by a transfer of assets
owned by, or rights of access to property of, FPL in a manner which
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transferred value from ratepayers to holders of equity interests in
those entities.

SFHHA asserts that FPL, as the owner of an existing network
consisting of large distances of rights~of-way in densely populated
portions of Florida, has characteristics of high value to cable TV
and telecommunications enterprises. SFHHA further asserts that if
valuable rights or assets at one time held by FPL were conveyed to
Adelphia or the cable limited partnership at below market value,
that would tend to increase the value of owning an interest in
those entities. SFHHA states that its Interrogatories Nos. 32 and
33 are directed at determining whether FPL Group achieved the gains
on sale of its interests in those entities at the exXpense of
ratepayers.

In its response in opposition, FPL asserts that it deces not
object to addressing “legitimate” questions directed to whether
value has been improperly shifted from FPL to an affiliate or other
third party, but that Interrogatories Nos. 32 and 33 go beyond that
legitimate inguiry. Citing Secticn 366.093(2), Florida Statutes,
FPL asserts that discovery in Commission rate proceedings must
relate to “information which affects a utility’s rates or cost of
service.” FPL contends that, in this context, this means that
discovery seeking to determine whether a utility has improperly
transferred valuable assets to an unregulated affiliate may be
appropriate. FPL asserts that Interrogatories No. 32 and 33 go
past this threshold issue by seeking information about unregulated
activities and dispositions of unregulated interests based on an
unsupported assumption that there have been improper transfers from
the utility to its affiliates.

FPL asserts that it has made available to SFHHA, in response
to other SFHHA discovery reguests, documents related to FPL's
disposition of property to affiliates or other entities in which an
affiliate has a financial interest. FPL. states that SFHHA has
neither inspected nor requested copies of these documents. FPL
also states that nothing in its responses to Interrogatories Nos.
32 and 33 suggests that FPL made any improper transfers to any of
the unregulated entities referenced in the interrogatories. FPL
therefore argues that SFHHA has not established a proper predicate
to explore further into the business dealings of those entities
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and, thus, that SFHHA's Interrogatories Nos. 32 and 33 are beyond
the scope of permissible discovery.

Decision

Rule 1.280(b) (1), Florida Rules of Civil Procedure, provides
that the scope of discovery extends to “any matter, not privileged,
that is relevant to the subject matter of the pending action.” The
rule goes on to state that “[i]t is not ground for objection that
the information socught will be inadmissible at the trial if the
information is reasonably calculated to lead to the discovery of
admissible evidence.” Having reviewed the pleadings and considered
the arguments raised therein, I find that SFHHA’s Interrogatories
Nos. 32 and 33 seek information reasonably calculated to lead to
the discovery of admissible evidence and relevant to this docket.
The information sought in thege interrogatories relates to the
question of whether FPL shifted wvalue away from ratepayers to
investors in unregulated affiliates and, thus, may lead to the
discovery of admissible evidence in this rate proceeding.

Further, the fact that these interrogatories request
information concerning transactions that, in some cases, are one
step removed from FPL does not make them improper. A subsidiary

may be compelled to obtain documents or information from a parent
company or affiliate for discovery based upon three factors
previously identified by this Commission: (1) the corporate
structure; (2) the non-party’s connection to the transaction at
issue; and, (3) the degree to which the non-party will benefit from
an outcome favorable to the corporate party to the litigation.
Order No. PSC-01-1725-PCO-EI, Docket No. 010827-EI, issued August
23, 2001. See Afros S.P.A. v. Krauss-Maffei Corp., 113 F.R.D. 127,
130 (D. Del. 1986). Upon consideration of the pleadings and the
subject discovery requests in light of these factors, I find that
FPL shall respond fully to SFHHA’s Interrogatories Nos. 32 and 33,
including information sought concerning transactions between FPL's
unregulated affiliates and between an unregulated FPL affiliate and
an unaffiliated entity. FPL shall respond to these interrogatories
by the close of business on Friday, March 1, 2002.

11127



ORDER NO. PSC-02-0254-PCO-EI -
DOCKET NO. 001148-EI
PAGE 5

Based con the foregoing, it is

ORDERED by Commissioner Braulio L. Baez, as Prehearing
Officer, that the South Florida Eospital & Healthcare Association’s
motion to cecmpel is granted as set forth in the body of this Order.
It is further

ORDERED that Florida Power & Light Company shall fully respond
to the interrocgatories discussed in this Order by the close of

business on Friday, March 1, 2002.

By ORDER of Commissioner Braulio L. Baez, as Prehearing

Officer, this 27th day of February ~ , 2002
‘LIO L. BA

Co 1551oner and Prehe ing Officer

(S EAL)

WCK

NOTICE OF FURTHER PROCEEDINGS OR _JUDICIAL REVIEW

The Florida Public Service Commission is reguired by Section
120.569(1), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission crders that
is available under Sections 120.57 or 120.68, Florida Statutes, as
well as the procedures and time limits that apply. This notice
should not be construed to mean all reguests for an administrative
hearing or judicial review will be granted or result in the relief
sought.
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Mediation may be available on a case-by-case basis. If

mediation is conducted, it does not affect a substantially
interested person’'s right to a hearing.

Any party adversely affected by this order, which 1is
preliminary, procedural or intermediate in nature, may request: (1)
reconsideration within 10 days pursuant to Rule 25-22.0376, Florida
Administrative Code, if issued by a Prehearing Officer; (2)
reconsideration within 15 days pursuant to Rule 25-22.060, Florida
Administrative Code, if issued by the Commissicn; or (3) judicial
review by the Florida Supreme Court, in the case of an electric,
gas or telephone utility, or the First District Court of Appeal, in

the case of a water or wastewater utility. A motion for
reconsideration shall be filed with the Director, Diwvision of the
Commission Clerk and Administrative Services, in the form

prescribed by Rule 25-22.060, Florida Administrative Code.
Judicial review of a preliminary, procedural or intermediate ruling
or order is available if review of the final action will not
provide an adeguate remedy. Such review may be requested from the
appropriate court, as described above, pursuant to Rule 9.100,
Florida Rules of Appellate Procedure.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: )

Review of the retail rates of ) Docket No. 001148-EI
Florida Power & Light ) Date Filed: March 4, 2002
Company )

MOTION OF SOUTH FLORIDA HOSPITAL
AND HEALTHCARE ASSOCIATION
TO COMPEL DISCOVERY RESPONSES

To: Honorable Commissioner Braulio L. Baez
Prehearing Officer

Pursuant to Rule 28-106.303 of the Florida Administrative Code (“FAC”), the South
Florida Hospital & Healthcare Association ( “SFHHA?™) hereby moves for issuance of an order

compelling full responses by Florida Power & Light Company (“FPL”) to discovery requests

identified below.

L.
The very first paragraph of the October 24, 2002 “Order Establishing Procedure”

addressing discovery required that in this proceeding:

When discovery requests are served and the respondent intends to object or to ask
for clarification of the discovery requests, the objection or request for clarification
shall be made within ten days of service of the discovery request. This procedure
is intended to reduce delay in resolving disputes. [Page 1].

SFHHA propounded discovery requests in the captioned proceeding on February 5, 2002,
provided by overnight delivery service to FPL on February 6, 2002. A copy of the requests is
contained in Attachment A. However, “Florida Power & Light Company’s Objections And
Request For Clarification of South Fiorida Hospital and Healthcare Association’s Eighth Set of

Interrogatories (Nos. 75-139) and Request For Documents (Nos. 65-95)” (hereinafter, “FPL’s

Objections and Clarification Request”), excerpts of which are appended hereto as Attachment B,

R. 11295
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was not propounded until February 19, 2002 — more than ten days affe’r" FPL had been served

with the underlying discovery requests.

As a consequence, FPL’s objections are untimely and should be rejected. No debate on
the merits is required because FPL was untimely in its objections. As this proceeding moves
closer to hearing, the intervenors become increasingly disadvantaged by FPL's delays.
Unfortunately, as will be described below, the untimeliness of FPL’s pleading is not the only

example of delay resulting from FPL’s Objections and Clarification Requests.

IL

FPL has found another method of delaying responses. In FPL’s Objections and
Clarification Request, FPL speculated that the headings on various SFHHA discovery requests
(appended to convey the relevance of the request to FPL’s evidence) “suggests that the SFHHA
intends them as discovery into the basis and support for the FPL witness’ testimony. They will
be answered from that perspective.” FPL’s Objections and Clarification Requests, p. 9. Phrased
another way, FPL was declaring it would not provide materials generally in the Company’s
possession, but rather, intended to provide only documents upon which the witness relied
(thereby screening out inconsistent evidence in FPL’s possession). Of course. if FPL was
attempting to understand the intended scope of SFHHA’s discovery requests, which “suggest” an
interpretation, the easiest way to resolve doubt would be to pick up the telephone and seek

clarification from the party propounding them.

FPL elected not to do this. Instead, in an untimely pleading, FPL obviously made an
interpretation, one which, from the face of the objections, FPL knew was certainly not the only,

or even best, interpretation. Consider, for instance Interrogatory No. 139, which asks
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Please state the reserve[ ] margin anticipated for the p’éh?od 2002 through 2110
based upon the revised economic forecast performed post-September 11, 2001.

A moment’s reflection would indicate that a response limited to analyses and data that serve as
the “basis and support” of Mr. Waters’ testimony (as initially offered by FPL) by definition

would tend to screen out inconsistent or potentially impeaching documents.

Upon reviewing FPL's Objections and Clarification Requests, SFHHA on
February 22, 2002 called FPL to say that SFHHA disagreed with FPL’s interpretation. The
following business day, February 25, SFHHA additionally sent FPL a letter confirming the
proper interpretation of the requests. In FPL’s responses to other requests, received by SFHHA
on February 27, 2002, FPL stated that it would start the 20 day response period all over again,

beginning February 25, 2002, for the requests in dispute.

The effect of FPL’s maneuvers is obvious. The responses to the requests were due
February 26, 2002 so that they could be incorporated into SFHHA’s direct testimony. Instead,
by attempting to restart the response period from scratch 20 days after the underlying requests
were served, FPL will make responses available so late that they could not be used for purposes

of preparing either SFHHA s testimony or the prehearing statements.

FPL’s Alice In Wonderland discovery drill does not bring credit to the discovery process.

At a minimum, FPL could have:

- sought clarification by simple picking up the phone;

- sought clarification within a time period consistent with procedures established
herein,

- provided whatever limited responses the witness identified in the “Witness
Interrogatories” had assembled by February 26, 2002, rather than use FPL’s

recalcitrance to try to reset the discovery response clock back to zero so as to
further delay responses.

WAS.92410 1
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Enough is enough. FPL’s contempt for observing the schedtiled discovery process is
now manifest, between the conduct outlined in this motion and that described in SFHHA's
motion to compel filed March 1, 2002 in this docket. Combined with FPL’s choice not to
observe the decision of the Presiding Judge regarding SFHHA’s Interrogatory Nos. 32 and 33.
FPL has thrown more than enough sand in the gears of the administrative process. It is time for

sanctions.

To incent FPL to play by the rules and maximize the timeliness of its responses and
filings, SFHHA respectfully requests attorneys’ fees associated with gaining access to the
discovery responses addressed in SFHHA’s two pending Motions to Compel and associated with
pursuing the disposition of the February 27, 2002 order of the Prehearing Officer which FPL has
chosen to disregard. In the alternative, SFHHA moves to strike those portions of FPL’s
testimony referenced in the presently overdue discovery responses. Sanctions are appropriate
because FPL’s conduct is clearly designed to repeatedly delay substantive responses and are
inconsistent with the Commission’s announced goal to “reduce delay in resolving discovery
disputes,” as contemplated by the Commission’s October 24, 2000 Order Establishing Procedure

in this docket.

II1

FPL also lodged objections regarding specific discovery requests which are as meritless

as its general objections. SFHHA respectfully requests that these objections be denied.

Interrogatory Ne.137.

For example, FPL objects to Interrogatory No. 137. Interrogatory No. 137 reads as

follows:
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Since 1985, please indicate all offers FPL has received-for it to purchase energy
from independent power projects that proposed to be constructed within the FPL
control area. For each such opportunity, please provide the total capacity offered

and the proposed price per megawatt hour.
FPL tortures the language of the request in order to concoct an objection. FPL places
exclusive emphasis on the word “energy” in the request’s first sentence - - and completely
ignores the reference to “capacity” in the second - - to argue that the cost of energy purchases is

recovered through power adjustment clauses. FPL notes that this proceeding involves base rates.

and, based upon this contorted reading, FPL argues that the request becomes irrelevant.

This objection merits only the briefest attention. For starters, the question on its face
inquires about the “capacity offered” FPL. FPL ignores this language and instead cribs only a

:]

reference to “energy.” Of course, the term energy can be used either in a generic sense, or in
order to distinguish a transaction from that involving capacity. However, given that the second

sentence of the request expressly references “capacity” while cross-referencing the “opportunity”

in the first sentence, FPL’s narrow interpretation of the term “energy” makes no sense.

In any event, even if one accepted FPL’s effort to ignore half of the request, (i.e., the
second sentence expressly referencing “capacity™), the request is still relevant to this proceeding,
as FPL clearly knows. FPL witness Waters testifies about “power purchase costs” (see Direct p.
40: 13-22). Moreover, offers to sell energy are indicative of the value of power, and to the extent
FPL attempts to justify the prudence of major investments in generating plant, data regarding the
cost of power are relevant. The data also are relevant because FPL claims that if faces exposure
on its contracts under which it acquires power from, inter alia, an affiliate of the Southern
Company. Of course, the real exposure FPL experiences under that contract is not the total cost
of acquiring the power, but rather the difference between that cost and what the power could be

sold for in the market.
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Thus, SFHHA Interrogatory No. 137 is entirely appropriate and FPL should respond to it.

Interrogatorv No. 129

Further, FPL objected to Interrogatory No. 129. It would be hard to envision an objection

more devoid of merit. Interrogatory No. 129 reads as follows:

Please state whether FPL has issued any requests for proposals to fulfill all or
some portion of its margin reserve requirements. If the answer is in the
affirmative, please provide copies of the RFP’s and all responses that were
received. Please also state whether FPL accepted any of the proposals and
identify which proposals were accepted. If FPL has not accepted any of the
proposals, please explain why. If FPL has not issued any requests for proposals
for new generation, please explain the failure to provide such an RFP.

FPL objects to this request in part because an RFP issued in 2001 “would help meet its
reserve margin requirements in the 2005/2006 timeframe, [and] . . . FPL’s 2002 test year
includes nothing in rate base or expenses for that capacity.” FPL’s Objections and Clarification

Request, p. 11.

FPL’s objection on this score is wholly disingenuous. Presumably FPL is familiar with
its own testimony in this proceeding; indeed, the requests at issue relate to that testimony. FPL’s

Mr. Waters discusses at some length:

e FPL’s reserve margin standards ( Direct, p.6: 10 -22; p. 7: 21 - p. 8: 8);

e FPL purchase arrangements running through 2006 (Direct, p. 39: 16 - p. 40:
12); aad

>

¢ Reserve margins through 2006-2007 (Direct, p. 45: 19 — p. 46: 15); Exh.
Document No. SSW - 17.
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FPL cannot have it both ways. Either these topics are relevant, and Interrogatory No. 129
therefore is as well, or these and related topics are irrelevant, and FPL’s testimony should be

stricken.'

IVv.

WHEREFORE, for the foregoing reasons, SFHHA respectfully requests that;
(1 FPL’s objections be deemed untimely and rejected,
(2) FPL be subjected to sanctions as identified herein;

(3) If the relief in (1) is not granted, then FPL’s objections as addressed above herein

be rejected; and
(4) FPL be directed to respond promptly to the requests identified herein.

Respectfully submitted,

/f’é/z.:,k /’: \-L_ﬁ\f)ltﬂ_/(
Mark F. Sundback -
Kenneth L. Wiseman
Andrews & Kurth L.L.P.
1701 Pennsylvania Avenue, N.W.. Suite 300
Washington, D.C. 20006
Ph. (202) 662-3030: Fax (202) 662-2739

ATTORNEYS FOR SFHHA

March 4, 2002

: SFHHA in this request seeks data involving the period on and after January 1, 1999, so that FPL’s

objection regarding the 1989 RFP is irrelevant.
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SOUTH FLORIDA HOSPITAL HEALTHCARE

& HEALTHCARE ASSOCIATION

Seventh Set of Interrogatories (Nos. 75-139)

and Request for Productieni of Documents (Nos. 65-95)

Page 1 of 11
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
In re: Review of the retail rates of § Docket No.: 001148-EI
Florida Power & Light Company § Date Filed: February __ , 2002

SOUTH FLORIDA HOSPITAL AND HEALTHCARE ASSOCIATION’S
EIGHTH SET OF INTERROGATORIES NOS. (75-139) AND
REQUEST FOR PRODUCTION OF DOCUMENTS
(NOS. 65-95) TO FLORIDA POWER AND LIGHT COMPANY

Pursuant to Rule 25-22.034, Florida Administrative Code, and Rule 1.350. Florida Rules
of Civil Procedure, South Florida Hospital and Healthcare Association (“SFHHA™). by and
through its undersigned attorneys, hereby serves the following Interrogatories (Nos.75-139) and
Request For Production of Documents (Nos. 65-95), upon Florida Power and Light Company
(FPL).

Please provide the following responses and documents as directed below, no later than
twenty (20) days after service of this request unless a shorter response period has been
designated by the Commission.

INSTRUCTIONS AND DEFINITIONS

SFHHA hereby incorporates by reference the Instructions and Definitions included in its

First Set of Interrogatories and Requests for Production of Documents.

1. INTERROGATORIES

General Questions

75.  Provide an explanation of the basis for rebates or distributions from NEIL.

76.  Does the Company agree with the proposition that NEIL distributions credited for periods
during which premiums were included in rates should be returned to ratepayers? If the
answer is yes, explain how the company proposes to credit ratepayers with such
distributions. If the answer is no, please explain the basis for your answer. .
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77.

78.

79.

80.

81.

82.

83.

84.

SOUTH FLORIDA HOSPITAL HEALTHCARE

& HEALTHCARE ASSOCIATION

Seventh Set of Interrogatories (Nos. 75-139)

and Request for Productien’of Documents (Nos. 65-95)
Page 2 of 11

Please identify the ratemaking allowance for insurance provided by NEIL from the first
year such insurance was obtained to the present.

Identify the annual amounts actually paid for NEIL insurance from the first vear such
insurance was obtained to the present. For each year, show at a minimum, the titles of
the individual policies; the base policy premium; any credits of penalties; any other
adjustments and distributions.

Provide the amount of the Capitalized Account Balance associated with membership in
NEIL for each year in which such membership has been maintained by the company.

Describe the company’s position regarding the issue of non-insured members of NEIL as
it relates to the status of Member Account Balances in future distributions.

Explain the implication of the company’s position on non-insured NEIL members for
ratepayers.

Please state whether the company was a member of Nuclear Material Limited (“NML”).

To the extent that FPL accumulated a Capitalized Member Account Balance, or other
comparable consideration associated with coverage by NML, explain how such
consideration was completed upon the merger of NML and NEIL.

Please identify the amount of net plant transferred by FPL to FPL FiberNet by year, and
the rate of depreciation applicable thereto prior to the transfer; if more than one rate of
depreciation was applicable, identify the amount of net plant subject to each of the rates
of depreciation.

Re: Testimony and Exhibits of John G. Shearman

85.

86.

With respect to Document JMS-3, please indicate the size of the sample (a) within the
United States and (b) outside the United States. Please indicate the tvpe(s) of reactor
operated by FPL, and the proportion of reactors of that type in the sample population,
broken out as between those in the United States and those outside of the United States.
Please identify the other type(s) of reactors that are contained in the sample population
and the relative percentages that each represents of the sample population. Please
provide a comparable set of data for Documents JMS-4 and JMS-5. In the witness’
opinion, what is the cause of the significant decrease in forced outage rates for the sample
group from 1997 through 2000.

With respect to Document JMS-6, please provide the capacity-weighted average age of
FPL generation, and the capacity-weighted average of the capacity included in the
sample. Please describe the types of fuel utilized in the sample capacity, and the portion
of capacity in the sample using each type of fuel and provide comparable information for
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87.

88.

89.

90.

91.

92.

93.

94.

95.

96.

SOUTH FLORIDA HOSPITAL HEALTHCARE

& HEALTHCARE ASSOCIATION

Seventh Set of Interrogatories (Nos. 75-139)

and Request for Production of Documents (Nos. 65-95)
Page 3 of 11

FPL. Is it the witness’s experience that age and type of unit may affect the level of
outage or availability? Please provide information comparable to the foregoing for
Document JMS-7.

Please provide the data and show graphs comparable to Documents JMS-10 and 11 if
fuel, purchased power and ECCR are included.

With respect to Document JMS-12, please provide a comparable graph using net plant
per customer.

With respect to Document JMS-12, please compare the average population density per
square mile associated with the national sample to that experienced in FPL service
territory, and identify the sources (by publication title, date, publisher and page number)
of data supporting your response.

Please provide the underlying data for Documents JMS-13, JIMS-14, JMS-15 and JMS-19
through 21.

With respect to Documents JMS —10 and JMS-19 through JMS-25, please compare the
level of growth in the aggregate number of customers and kilowatt hours sold as between,
on the one hand, FPL and on the other, the various “panels” or peer groupings (e.g.,
national, regional, and large).

With respect to Documents JMS-3 through JMS-3, please provide (a) refueling schedules
for the FPL units, and (b) the refueling schedules for the survey sample units.

With respect to Documents JMS-3 through JMS-5, please provide data comparable to
that contained in the documents using only those nuclear units of the same technology as
the FPL units (e.g., BWR), and identify the sources (by publication title, date, publisher
and page number) of data supporting your response.

With respect to Documents JMS-6 and 7, please provide data comparable to that
contained in the Documents, sorted by type of fuel burned in the units, for (a) FPL and
(b) the sample.

With respect to page 11:17-21, please identify each “adjustment” made to the data, and
provide all workpapers effecting the adjustments. Please describe why, in your opinion,
each adjustment was necessary or desirable. Please provide graphs, comparable to those
you have sponsored using adjusted data, reflecting the unadjusted data.

With respect to page 13: 22 to page 14: 10 and Documents JMS-13 through JMS-15, are
the “price” data derived from rates filed subject to refund, or from rates that are finally
approved and no longer subject to revisions, or rates in effect but still subject to revision
at least on a prospective basis in a pending proceeding, and are they net of, or are they
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97.

98.

99.

100.

SOUTH FLORIDA HOSPITAL HEALTHCARE

& HEALTHCARE ASSOCIATION

Seventh Set of Interrogatories (Nos. 75-139)

and Request for Productiesi of Documents (Nos. 65-95)
Page 4 of 11

without regard to, surcharges, riders or other adders to base rates? Please provide the
documents supporting your answer.

With respect to page 14: 20-22 and Document JMS-23, please indicate the level of
accumulated deferred income taxes recognized in the calculation of *“net asset base per
customer,” and identify the sources (by publication title, date, publisher and page
number) of data supporting your response.

Please discuss and describe in detail and provide all documents related to. Mr.
Shearman's investigation concerning whether, or the extent to which, FPL's efforts to
reduce costs during the period 1999 - 2001, will cause or could cause costs in any
category to increase for any period following 2001. If Mr. Shearman did not investigate
that topic please so state.

Please quantify in Mr. Shearman’s opinion the amount of increase in net profits that FPL
enjoyed during the period 1999- April 1, 2002 as a result of FPL’s lower costs and
efficiency enhancements. Please provide your workpapers and supporting documents
and describe how you went about calculating the amount.

With respect to Mr. Shearman’s testimony and exhibits please compare the weighted
average age of the FPL generation fleet with that of the various samples that are used for
comparison purposes in Mr. Shearman’s materials.

Re: Testimonv and Exhibits of M. Dewhurst

101.

102.

103.

104.

105.

With respect to page 9: 10-14, how do we determine, in the witness™ opinion how a
company is seen through current and potential investors’ eyes? Describe the basis for
your conclusion.

With respect to page 12: 4-9, please quantify the impact that you have factored into the
company’s request for return on equity associated with this reduced risk. Please provide
all workpapers.

With respect to page 20: 1-14 when assessing the exposure posed by the purchased power
agreements, please indicate the presumed market value of the power to the extent it
would have to be sold in the market rather than consumed by FPL. Please identify and
explain all assumptions behind your calculation.

With respect to page 21: 3-6, please identify each reason for the downgrade from “AA”
to “A”, and quantify the impact of each factor on the decision.

For each year since the establishment of the storm fund reserve, please show the accruals
to, and the expenditures from the reserve.
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SOUTH FLORIDA HOSPITAL HEALTHCARE

& HEALTHCARE ASSOCIATION

Seventh Set of Interrogatories (Nos. 75-139)

and Request for Production of Documents (Nos. 65-95)
Page S of 11

Re: Testimonv and Exhibits of Mark Bell

106.

107.

108.

109.

110.

Referring to page 10:22, please describe all reasons that support the increase in O&M
expense of $23 million.

Referring to page 10:24, please describe all reasons that support the decrease in capital of
approximately $76 million.

Referring to page 11: 1-2, please describe all reasons that support the forecast of the
decrease in revenues of $100 million.

Referring to page 2: 20- 3:2 and page 13: 22 — p. 14: 2, please identify each assumption
the witness reviewed, describe the level of review Mr. Bell performed of such
assumption, describe the method of testing of each assumption to determine if it was
reasonable, identify each step in your analysis, provide your workplan and any other
document describing the scope of your analysis; identify the fee charged for these
services and the individuals involved; and provide copies of your workpapers, including
the data samples tested and the conclusions reached.

Please state whether FPL’s forecasting system includes models that utilize regression
analysis. Please provide all statistical tests or measures the reliability and/or accuracy, of
any computer model, simulation, computation or statistical calculation related to the
Company’s testimony, including: F statistics; R bar squared statistics; T-statistics; root-
mean-squared statistics; Durbin-Watson statistics; and standard error coefficients or
measures. Please provide all other measures of statistical reliability generated with
respect to the model, its predecessors or its projections or any documents relating to the
accuracy or reliability of the model, or its results.

Re: Testimonv and Exhibits of James K. Peterson

1.

Referring to pages 3-9: for the period beginning January 1, 1994, please provide the
following data on an annual basis for each of FPL and the services company whose costs
are allocated to FPL:

(a) the full time equivalent weighted average headcount of employees; and

(b)  the total payroll costs associated with each annual headcount by company by
FERC account number.

Also, please identify for the period the total annual payroll cost attributed by the services
company to FPL, by FERC account number (if available).
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SOUTH FLORIDA HOSPITAL HEALTHCARE

& HEALTHCARE ASSOCIATION

Seventh Set of Interrogatories (Nos. 75-139)

and Request for Productienf of Documents (Nos. 65-95)
Page 6 of 11

Re: Testimonv and Exhibits for Michael Davis

112. Referring to Document KMD-1, page 32 of 41, please explain the methodology used to
determine compensation per hour.

113. With respect to Document KMD-1, page 33 of 41, please explain the basis for the
determination that the prime interest rate in 2002 would be 7.1 percent. In providing
your response, please describe all assumptions used in the determination. Also. please
provide all workpapers that support the 7.1 percent prime interest rate. Also, please set
forth each 12 month period during the preceding 30 years when the level of the prime
interest rate has increased by 40 percent or more in a 12 month period.

114. With respect to Document KMD-1, page 40 or 41, please state the current balance in
FPL’s nuclear decommissioning reserve.

115.  With respect to Document KMD-1, page 22 of 41, please describe the methodology used
in, and provide all workpapers that support, the reevaluation of FPL’s sales forecast made
subsequent to the 9/17/01 MFR filing.

116. Please state the discount rate that was used for purposes of Statement of Financial
Accounting Standards No. 87, Employer’s Accounting For Pensions (FAS 87) and
Statement of Financial Accounting Standards No. 106, Employer’s Accounting For Post-
Retirement Benefits Other Than Pensions (FAS 106).

117. Please state the amount of the distributions that FPL has received from its nuclear
property insurer (“NEIL”) each year for the period 1995 through 2001. Additionally state
the expected distribution from NEIL in 2002 and 2003.

118. Please provide a detailed breakdown of the costs encompassed in the $5.4 million claim
for rate case expenses.

Re: Testimonyv and Exhibits of Steven E. Harris

119. For each model utilized, please provide a listing of all inputs into the model. For each
input assumption, please provide a description of the basis for the assumption.

120.  With respect to the Solvency Analysis, please describe the reasons for not including
variability in storm frequency and severity distributions.

121.  Referring to Table 6-1, please state the SSI level associated with the each hurricane.

122.  With respect to table 6-1, please describe the differences between the data in row “FPL
Actual Losses” and the data in the row “FPL Losses in 1999 $*”.
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123.

126.

SOUTH FLORIDA HOSPITAL HEALTHCARE

& HEALTHCARE ASSOCIATION

Seventh Set of Interrogatories (Nos. 75-139)

and Request for Production of Documents (Nos. 65-95)
Page 7 of 11

With respect to hurricanes at levels SS 1 through SS 5, please state the probability of
each occurring during the year. Please also state the number of years between expected
occurrences at each hurricane level.

Separately for hurricane levels SS 1 through SS 5, please calculate exceedence
probabilities in the form of Table 9-2.

Referring to Document SPH-2, page 23, please state whether the projected expenses for
T&D and other were generated by a computer model or were input assumptions. If the
expenses were input assumptions, please describe all reasons that support the level and
timing of the expected expenses.

For each model utilized in your analysis, please provide all statistical tests or measures of
the reliability and/or accuracy, of each such model, including: F statistics; R bar squared
statistics; T statistics; Root mean squared statistics; Durban Watson statistics; and
standard air co-efficients or measures. Please provide all other measures of statistical
reliability generated with respect to the model, its predecessors or its projections or any
documents relating to the accuracy or reliability of model, or its results.

Re: Testimonv and Exhibits of Paul J. Evanson

127.

For each year from 1985 through 2001, please state the range of FPL's authorized rate of
return on equity and actual return on equity. Additionally, for each year in which FPL’s
rate of return on equity exceeded the authorized high point, please state the amount by
which FPL’s return on equity exceeded the return that would have been achieved based
upon the highest authorized rate of return on equity.

Re: Testimonv and Exhibits of Samuel S. Waters

128.

129.

With respect to Document No. SSW-4, please provide the capacity-weighted average of
FPL generation, and the capacity-weighted average of the capacity included in the
sample. Please describe the types of fuel utilized in the sample capacity, and the portion
of capacity in the sample using each type of fuel and provide comparable information for
FPL. Please state whether it is the witness’ experience that age and type of unit may
affect the level of availability? Please identify the 22 utilities that comprise the sample.
Please provide information comparable to the foregoing for Document SSW-6.

Please state whether FPL has issued any requests for proposals to fulfill all or some
portion of its margin reserve requirements. If the answer is in the affirmative, please
provide copies of the RFP’s and all responses that were received. Please also state
whether FPL accepted any of the proposals and identify which proposals were accepted.
If FPL has not accepted any of the proposals, please explain why. If FPL has not issued

any requests for proposals for new generation, please explain the failure to provide such
an RFP.
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130.

137.

138

65.

SOUTH FLORIDA HOSPITAL HEALTHCARE

& HEALTHCARE ASSOCIATION

Seventh Set of Interrogatories (Nos. 75-139)

and Request for Production of Documents (Nos. 65-95)
Page 8 of 11

With respect to Document No. SSW-9, please identify the utilities that were included in
the graph of the industry average. For each such utility, please identify the age and type
of fuel used in its plants.

Referring to page 23, line 11, please provide all assumptions that were used in estimating
the proxy prices of $400 and $500 per kilowatt hour.

Referring to page 24, please explain the basis for the estimate of nuclear fuel costs at $4
per megawatt hour and oil and gas fuel costs at $30 per megawatt hour. Also. please
provide workpapers supporting your calculations.

Referring to page 38, lines 8 through 10, please explain why the commercial/industrial
load control program currently is closed to new customers. Please state the date that the
program was closed and describe FPL’s intent, if any, to reopen the program.

Referring to page 39, lines 20 through 21, please indicate whether the 445 megawatts of
qualifying facility capacity is under one or multiple contracts. For each such contract,
please identify the seller, the energy requirement under the contract, and the duration of
the contract.

Please provide a copy of each contract associated with the 445 megawatts of qualifying
facility capacity referenced at page 39, lines 20 through 21.

Referring to page 40, lines 8 through 10, please state whether the purchases of 886
megawatts of capacity are pursuant to long-term agreements, or whether the energy is
purchased on an as available basis.

Since 1985, please indicate all offers FPL has received for it to purchase energy from
independent power projects that proposed to be constructed within the FPL control area.

For each such opportunity, please provide the total capacity offered and the proposed
price per megawatt hour.

Please state whether FPL analyzed the impact on ratepayers of repowering the Ft. Myer’s
and/or Sanford units versus purchasing an equivalent amount of energy from independent
power producers. If the answer is in the affirmative, please produce all documents
reflecting FPL’s analysis.

Please state the reserved margin anticipated for the period 2002 through 2110 based upon
the revised economic forecast performed post-September 11, 2001.

II. DOCUMENT PRODUCTION REQUESTS

Provide copies of the annual report and/or “Summary of Operations” issued by Nuclear
Electric Insurance Limited (“NEIL”) for the two most recent reporting years.

R. 11311
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Provide copies of all correspondence or documentation of any kind exchanged between
the company and NEIL since January 1, 1998.

Provide copies of all documents generated by the company, its agents or contractors
which deal in any way with insurance coverage provided by NEIL.

Provide copies of all workpapers or other documents relied upon in developing the test
vear estimates of NEIL premiums and rebates, and the annual NEIL costs for the
projected test year.

Re: Testimonv and Exhibits of John G. Shearman

69.

70.

71.

72.

Please provide a copy of the engagement letter, contract or agreement(s) governing the
testimony of each witness in this proceeding, including amendments(s) thereto. The
hourly rate of the witness may be deleted from the document.

Please provide all documents related to whether a utility has any discretion in the level of
O&M costs’ timing. Please provide all documents related to whether a utility has
discretion in incurring capital costs.

Please provide all documents involving FPL costs that Mr. Shearman reviewed to
determine that projected increases in FPL following 2001 are appropriate.

Please provide copies of all studies, assessments or reports performed by UMS for or on
behalf FP&L.

Please provide a copy of Mr. Shearman’s address entitled “How to Make Money in the
Wires Business.”

Re: Testimonv and Exhibits of M. Dewhurst

74.

75.

76.

With respect to page 3: 1-7, please provide a copy of the S&P issuance and any press
release issued in response thereto by FPL.

With respect to page 18:20 through 19: 3, please provide all workpapers and related
documents supporting or involved in the calculation discussed there.

With respect to page 29: 18-23, please provide a copy of any direction that was provided
by FPL to ABS Consulting including letters, memoranda, engagement documents,
contracts and agreements.

Re: Testimonv and Exhibits of Mark R. Bell

77.  Please provide a copy of the American Institute of Certified Public Accountant’s “Guide
For Prospective Financial Information.”
9
WAS 91939.]
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78.  Please produce all recalculations of computations referred to at page 9:23, including
workpapers.

79.  Please provide a copy of the report referenced at page 12:10 of the testimony of Mark R.
Bell.

80.  Please provide all comparisons of forecasts to actual amounts for the years 1998. 1999
and 2000.

Re: Testimonv and Exhibits of Dr. Stuart J. McMenamin

81.  Please produce copies of all documents reviewed by Dr. J. Stuart McMenamin as part of
the analysis discussed at page 8:5 through page 10:13 of his testimony.

82.  Please produce all documents that support the assertion that computer equipment
accounts for 5 percent or less of current electricity usage and that this will grow to 50
percent of total use is not realistic set forth at page 12: 10-12 of Dr. McMenamin’s
testimony.

Re: Testimony and Exhibits of Michael Davis

83. With respect to Document KMD-1, page 32 of 41, please provide all workpapers that
support the interest rates set forth in items a through e.

84.  Please provide workpapers that support FPL’s discount rate for purposes of FAS 87 and
FAS 106. Also please provide the discount rate survey of 20 corporate clients that FPL's
actuaries used in relation to FAS 87 and FAS 106.

Re: Testimonv and Exhibits of Steven E. Harris
85.  Please produce documentation for each computer model referenced in your testimony.

86. Referring to Document SPH-1, page 19, please provide all data design standards and
engineering judgments that were provided to EQE by FPL.

87.  Please provide the study that formed the basis for the discussion at page 37 of Document
SPH-1.

88.  Referring to Document SPH-1, page 38, please provide copies of the nuclear industry
studies that provide the frequency and severity of nuclear accidents.

89.  Referring to Document SPH-1, page 40, please provide copies of the level 1 PRA studies
referred to therein.

10

R. 11313
WAS:91939.1



SOUTH FLORIDA HOSPITAL HEALTHCARE

& HEALTHCARE ASSOCIATION

Seventh Set of Interrogatories (Nos. 75-139)

and Request for Productien of Documents (Nos. 65-95)
Page 11 of 11

90.  Please produce copies of each of the seven documents which are references set forth in
Document SPH-1, page 44.

Re: Testimonv and Exhibits of Samuel S. Waters

91.  Please provide a copy of the UPS agreement with the Southern Companies referred to at
page 40, lines | through 2.

92. Please provide a copy of all agreements concerning the ownership and power purchase
agreements associated with the St. John’s River Power Park.

93.  Please provide copies of the short-term agreements referred to at page 40, lines 10
through 12.
94.  Please produce all studies which evaluated the economics of repowering the Ft. Myers

and/or Sanford units versus purchasing energy from independent power producers.

95.  Please state whether Document SSW-20 reflects FPL’s entire analysis of the cost of
others constructing combined cycle plants during the period 1991 through 1999. If not,
please produce all documents that show the costs of others building combined cycle
plants during the relevant time period.

=

Kenneth L. Wiseman George E.tlu hrey

Mark F. Sundback Florida Re®. No\ 0007943
Andrews & Kurth L.L.P. Andrews & Kurth L.L.P.
1701 Pennsylvania Avenue, N.W. 600 Travis, Suite 4200
Suite 300 Houston, Texas 77002-3090
Washington, D.C. 20006 Ph. (713) 220-4200

Ph. (202) 662-3030 Fax. (713) 220-4285

Fax. (202) 662-2739
Attorneys for the Hospitals and SFHHA

February __ , 2002
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BEFORE THE FLORIDA PUBLIC SERVICE COMTV’I"ISSION

In re: Review of the retail rates of § Docket No.: 001148-E1
Florida Power & Light Company § Dated Filed: February §, 2002
CERTIFICATE OF SERVICE

I HEREBY CERTIFY that the original of South Florida Hospital and Healthcare
Association’s Eighth Set of Discovery Requests have been served by Federal Express to John T.
Butler, Esquire, Steel, Hector & Davis, 200 South Biscayne Boulevard, Miami, Florida 33131 on

behalf of Florida Power and Light Company and that a true copy thereof has been furnished by

U.S. mail this 53" day of February, 2002 to the following:

Robert V. Elias, Esquire

Division of Legal Services

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

John T. Butler, P.A.

Steel Hector & Davis, LLP

200 South Biscayne Boulevard, Suite 4000
Miami, Florida 33131

R. Wade Litchfield

Attorney

Florida Power & Light Company
760 Universe Boulevard

Juno Beach, Florida 33408-0420

Thomas A. Cloud/W. Christopher Browder
Gray, Harris & Robinson, P.A.

Post Office Box 3068

Orlando, Florida 32802-3068

John W. McWhirter, Jr., Esquire
Attorney for FIPUG

McWhirter Reeves

400 North Tampa Street, Suite 2450
Tampa, Florida 33601-3350
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David L. Cruthirds, Esquire
Attorney for Dynegy, Inc.

1000 Louisiana Street, Suite 5800
Houston, TX 77002-5050

William G Walker, 111

Vice President

Florida Power & Light Company
215 South Monroe Street, Suite 810
Tallahassee, FL. 32301-1859

William Cochran Keating, IV, Esquire
Staff Counsel

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Joseph A. McGlothlin, Esquire
Vicki Gordon Kaufman, Esquire
Attorneys for FIPUG
McWhirter Reeves

117 S. Gadsden Street
Tallahassee, Florida 32301

Mr. Jack Shreve

John Roger Howe

Office of Public Counsel

c/o The Florida Legislature
111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400
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Michael B. Twomey, Esquire

Post Office Box 5256
Tallahassee, Florida 32314-5256

Mark F. Sundback
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BEFORE THE FLORIDA PURLIC SERVICE COMMISSION

In re: Review of the retail rates of ) Docket No. 001148-E1
Florida Power & Light ) Dated: February 19, 2002
Company. )

)

FLORIDA POWER & LIGHT COMPANY’S
OBJECTIONS TO AND REQUESTS FOR CLARIFICATION OF
SOUTH FLORIDA HOSPITAL AND HEALTHCARE ASSOCIATION’S
EIGHTH SET OF INTERROGATORIES (NOS. 75-139)

AND REQUEST FOR DOCUMENTS (NOS. 65-95)

Florida Power & Light Company (“FPL™) hereby submits the tollowing objections to and
requests for clarification of the South Florida Hospital and Healthcare Association’s Eighth Set
of Interrogatories and Request to Produce (the "SFHHA Eighth Request™).

L Preliminary Nature of These Objections

The objections stated herein are preliminary in nature and are made at this time in
compliance with the requirement of Order No. PSC-01-2111-PCO-EI that objections be served
within ten days of receipt of discovery requests. Should additional grounds for objection be
discovered as FPL develops its response. ['PL. reserves the right to suppiement or modity its
cbjections up to the time it serves its responses. Should FPL determine thart a protective order is
necessary regarding any of the requested information. FPL reserves the right to file a niotion
with the Commission secking such an order at the time its response is due.
IL. General Objt;:tions.

FPL objects to each and every one of the interrogatories and requests for documents that
calls for information protected by the attorney-client privilege, the work product doctrine. the

accountant-client privilege, the trade secret privilege. or any other applicable privilege or

protection afforded by law, whether such privilege or protection appears at the tinie response is

Steel Hector & Cavis LL» R. 11318



S N TN NN WmE R Al BN BN S Bn NS G Bl Ny A A M .

FPL incorporates by reference all of the foregoing general o'l;j;actions into each ot its
specific objections set forth below as though stated therein.
I1. Specific Objections and Request for Clarification

Interrogatorv_Nos. 78 and 79. FPL objects that the time period covered by these

interrogatories is unduly burdensome. and that information from the earlier portion of that time
period is irrelevant and not reasonably calculated 10 lead to the discovery of admissible evidence
in this proceeding. The interrogatories ask FPL to identify certain insurance policy and payment
information about Nuclear Electric Insurance Limited ("NEIL"). for each vear in which FPL has
been a member of NEIL. FPL joined NEIL in the early 1980s. so the interrogatories are asking
FPL for information spanning nearly twenty vears. There is no way that FPL's NEIL insurance
coverage or its payments to or credits from NEIL over twenty vears ago could meaningfully
affect the 2002 test year that is at issue in this docket. FPL will respond to Interrogatory Nos. 78
and 79 for the period from 1998 to present.

Interrogatorv Nos. 80 and 81. FPL objects that these interrogatories seek information

that is irrelevant and not reasonably calculated to lead to the discovery of admissible evidence in
this proceeding. They ask about FPL's posirion on NEILs internal policies concerning the
status of non-insured NEIL members with respect to future NEIL distributions. FPL has no
authority to impose those positions on NEIL or other NEIL members. NEIL's management will
follow whatever internal policies it believes best, subject to NEIL's organizing documents and
oversight by NEIL's collective membership as piovided in those organizing documents.
Accordingly. one can only speculate as to how. if at all. FPL’s positions on internal NEIL
policies will affect NEIL's management decisions. And then one would have to speculate

further on how NEIL's management decisions might affect FPL's entitlement to future

8
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distributions from NEIL member accounts. Finally. one would have To speculate vet again on
how such distributions might affect FPL's test vear results. which is the proper focus of this
proceeding. That is far too tenuous a connection to justify discovery.

Interrogatory No. 83. FPL objects that this interrogatory seeks information that is

irrelevant and not reasonably calculated to lead to the discovery of admissible ~e\'idence in this
proceeding. It asks about how FPL’s member account balance with Nuclear Mutual Limited
("NML™) was consolidated with FPL's NEIL member account when NML and NEIL merged.
FPL can see no possible relevance of specifics about that consolidation to FPL's 2002 test vear
results. which 1s the proper focus of this proceeding. The member account consolidation was
performed by NEIL. and the results of the consolidation are already reflected in FPLs member
account balance. FPL will be providing information on its NEIL Capitalized Account Balance
for 1998 to present in response to Interrogatory No. 79.

Interrogatory Nos. 85-139 (the “Witness Interrogatories”). In contrast to Interrogatory

Nos. 75-84. which appear under a heading for “General Questions.” the Witness Interrogatories
all appear under headings that reference the direct testimony and exhibits of various FPL
witnesses. Those headings. together with the nature of the Witness Interrogatories. suggest that
the SFHHA intends them as discovery into the basis and support for the FPL witnesses’
testimony. They will be answered from that perspective. In many instances. the Witness
Interrogatories seek analyses that have ot been performed. or data that have not been collected.
in connection with the preparation of the FPL witnesses’ testmony. To the extent that they seek
such analyses or data. FPL objects to the Witness Interrogatories as beyond the scope of proper

discovery from witnesses. FPL will respond to the Witness Interrogatories based on analyses

R. 11320
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performed. and data collected. in connection with the preparation _gf the FPL witnesses’
testimony.

Many of the Witness Interrogatories ask for “workpapers™ (or similar documentation)
supporting witnesses” testimony or analyses performed in connection with the tesimony. This is
more in the nature of a request for production than an interrogatory. Including copies of
voluminous workpapers as part of the responses to the SFHHAs interrogatories that FPL serves
would be burdensome. FPL will produce documents responsive to such interrogatories at the

place and time that documents responsive to the requests for documents in the SFHHA Eighth

Request are produced.

Interrogatory No. 129. FPL objects that this interrogatory seeks information that is
irrelevant and not reasonably calculated to lead to the discovery of admissible evidence in this
proceeding. It further objects that responding to the interrogatory would be unduly burdensome.
The interrogatory seeks copies of RFPs issued by FPL to meet its reserve margin requirements
and the responses that FPL received to those RFPs. FPL has issued two RFPs that would
potentially be responsive to this interrogatory. but neither of them is properly the subject of
discovery in this proceeding.

In 1989. FPL issued an RFP for altermatives to its planned purchase of a share of the
Scherer Unit 4 coal-fired plant from Georgia Power Company. FPL concluded that none of the
responses to the 1989 RFP was as favorable as the Scherer Unit 4 purchase. which the
Commission approved in Order No. 24165 in Docket No. 900796-E1. FPL then proceeded with
the Scherer Unit 4 purchase. consistent with the Commission’s approval. Scherer Unit 4 costs
are included in FPL’s 2002 test year rate base and expenses; no costs associated with the 1989
RFP are included in the test year. There is nothing further to consider about the 1989 RFP in this

10
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proceeding. Locating and producing the 1989 RFP and responses ther-gta would be burdensome
to FPL and would add no relevant information to this proceeding.

In 2001. FPL issued an RFP for capacity that would help meet its reserve margin
requirements in the 2005/2006 timeframe. and it received numerous responses to that RFP.
Because the 2001 RFP is for generation capacity in the 2003,/2006 umeframe. FPL's 2002 test
vear includes nothing in rate base or expenses for that capacity. Therefore. the 2001 RFP is not
relevant to this proceeding. Producing the documents that the SFHHA seeks would be
burdensome. both because of the volume of those documents and the need to address
confidentiality restrictions that affect many of them. As with the 1989 RFP. this burden would
not be offset by any benefit in the form of adding relevant information to this proceeding.

Interrocatorv No. 137. FPL objects that this interrogatory seeks information that is

irrelevant and not reasonably calculated to lead to the discovery of admissible evidence in this
proceeding. The interrogatory asks for ~otfers FPL has received for it 1o purchase ¢nergy from
independent power projects ...." (Emphasis added). FPL recovers the energy cost of purchased
power through adjustment clauses. not base rates. Therefore. information on energy purchases
would not be relevant to this proceeding. which is a review of FPLs base rates  Moreover. the
interrogatory asks about all energyv-purchase offers FPL has received since 1985, Energy
purchases. by their nature. cannot satisfy capacity requirements. Therefore. the requested

information would shed no light on FPL’s power-supply planning decisions.

Interrogatorv No. 139. This interrogatory asks FPL to state its anticipated reserve margin
for the period from 2002 through 2110. FPL expects that this last number is a tyvpographical
error: it cannot imagine that the SFHHA would presume to ask for reserve-margin projections
covering more than a century. FPL. assumes that the SFHHA intended to write “2010" and will

11
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respond for the period 2002 through 2010 unless and until the SFHH'._A’-provides clarification
otherwise.

Request for Documents Nos. 66 and 67. FPL objects that these requests for documents

are overbroad and that responding to their full scope would be unduly burdensome. The seck
essentially every scrap of paper related to FPL's dealings with NEIL. And. in the case of
Request for Production No. 67. the request not even limited to a finite time period. FPL’s
dealings with NEIL are relevant to this proceeding. if at all. only to the extent that they relate to
FPL's payment of premiums to. and receipt of credits from. NEIL. FPL will respond to Request
for Documents Nos. 66 and 67 by providing copies of its current NEIL policies. as well as
invoices and correspondence since January 1. 1998. related to the payment of NEIL premiums
and receipt of NEIL credits.

Request for Documents No. 69. This request for documents is in a section with a heading

that reads “Re: Testimony and Exhibits of John G. Shearman.” Howe\er. the request does not
appear to be limited to Mr. Shearman. FPL will respond to Request to Produce No. 69 with
respect to all FPL witnesses who have prefiled testimony.

Reguest for Documents No. 85. This request for documents seeks “documentation™ for

each computer model referenced in the testimony of Steven Harris. Neither FPL nor Mr. Harris
knows what the SFHHA means by “documentation™ of computer models. The principal model
relied upon by Mr. Harris is proprietary to him. Certain information about the model (¢.g.. the
model’s computer code. and its operating instructions) could be produced only under a very
tightly controlled confidentiality arrangement: other information might not require
confidentiality protection at all. Before FPL can begin determining how to respond to Request
for Documents No. 85. the SFHHA must clarify specifically what sort of information 1t seeks.

12
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R. Wade Litchfield. Esg.
Attorney

Florida Power & Light Company
700 Universe Boulevard

Juno Beach. Florida 33408-0420
Telephone: 361-691-7101

Respectfully submitted.

Steel Hector & Davis LLP

Attorneys for Florida Power & Light Company
200 South Biscayvne Boulevard

Suite 4000

Miami. Florida 33131-2398

Telephone: 303-377-2939

By _(

Joh{n T. Butler. P.A.
Fla. Bar No. 283479

/
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Lane Kollen
- Page 1
BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION
Review of the Retail Rates of ) Docket No. 001148-EI

Florida Power & Light Company )

DIRECT TESTIMONY OF LANE KOLLEN

I. QUALIFICATIONS AND SUMMARY

Please state your name and business address.

My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, Georgia

30075.

What js your occupation and by whom are you employed?

I am a utility rate and planning consultant holding the position of Vice President and

Principal with the firm of Kennedy and Associates.

Please describe your education and professional experience.
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Page 2

I earned a Bachelor of Business Administration in Accounting degree from the
University of Toledo. Ialso earned a Master of Business Administration degree from
the University of Toledo. I am a Certified Public Accountant, with a practice license,

and a Certified Management Accountant.

I have been an active participant in the utility industry for more than twenty years, both
as an employee and as a consultant. Since 1986, I have been a consultant with
Kennedy and Associates, providing services to state government agencies and large
consumers of utility services in the ratemaking, financial, tax, accounting, and
management areas. From 1983 to 1986, I was a consultant with Energy Management
Associates, providing services to investor and consumer owned utility companies.
From 1978 to 1983, I was employed by The Toledo Edison Company in a series of

positions encompassing accounting, tax, financial, and planning functions.

I have appeared as an expert witness on accounting, finance, ratemaking, and planning
issues before regulatory commissions and courts at the federal and state levels on more
than one hundred occasions. 1 have developed and presented papers at various industry
conferences on ratemaking, accounting, and tax issues. I have testified before the
Florida Public Service Commission in Docket Nos. 870220-EI (Florida Power Corp.),
8800355-El (Florida Power & Light), 881602-EU and 890326-EU (City of
Tallahassee), 890319-EI (Florida Power & Light), 910840-PU (Generic Proceeding Re

SFAS 106), 910890-EI (Florida Power Corp.), and 920324-EI (Tampa Electric
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Company). My qualifications and regulatory appearances are further detailed in my

Exh.__ (LK-1)).

On whose behalf are you testifying?

I am testifying on behalf of the South Florida Hospital and Healthcare Association

(“SFHHA™)

What is the purpose of your testimony?

The purpose of my testimony is to address several revenue requirement issues,
including the revenue refund included by the Company in the test year relating to the
effects of the Rate Agreement in prior years; the special depreciation allowed pursuant
to the Commission’s Order in Docket 990067-El; further depreciation effects on the
Company’s nuclear units of license renewals (life extensions) of 20 years; deferred
pension debit included by the Company in working capital; storm damage expense,
reserve, and funding; projected growth in operation and maintenance expense;

capitalization structure. I also discuss matters associated with FPL’s capital additions.

Please summarize your testimony.

I recommend that the Commission reduce the Company’s revenue requirement by at

least $475 million based upon the following adjustments.
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Remove the revenue refund due to the effects of the 1999 Rate
Agreement. ($34.086 million reduction).

Reduce depreciation expense to reflect Turkey Point 3 and 4 and St.
Lucie 1 and 2 20-year service life extensions. ($77.485 million
reduction).

Amortize the special nuclear and fossil depreciation allowed
pursuant to 1999 Rate Agreement over three years. ($53.574 million
reduction).

Remove the deferred pension debit included by the Company in
working capital. ($62.873 million reduction).

Eliminate increase in storm damage expense. ($30.315 million
reduction)

Reflect rate of return based upon internal funding of storm damage
reserve treated as rate base reduction. ($31.099 million reduction).

Reduce projected growth in operation and maintenance expense,
excluding the proposed increase in storm damage expense from
9.2% to 4.6%. ($47.432 million reduction).

Adjust overall return for accumulated deferred income tax effects of
rate base adjustments. ($34.140 million increase)

Limit the common equity in the capitalization structure to 50%,
quantified on a traditional basis. ($172.545 million reduction).

Page 4
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II. REFUND DUE TO RATE AGREEMENT

Please describe how the Company has reflected its projection of the refund in the

2002 test year related to the 1999 Rate Agreement.

The Company has reflected a $34.086 million projection of the refund for prior years
pursuant to the 1999 Rate Agreement as a permanent adjustment (reduction) to

existing and ongoing base rate tariff levels.

Should the Commission make an adjustment to remove this refund amount from

test year operating income?

Yes. This refund amount does not reflect a permanent adjustment to existing and
ongoing base rate tariff levels. Test year operating income should reflect the existing
and ongoing base rate tariff levels without refunds related to prior periods. As such,
the projected $34.086 million refund should be taken out of operating income on a pro

forma basis.

Why is the refund not a permanent feature?

The arrangement under the 1999 Rate Agreement expires in the spring of 2002. Thus

the revenue-sharing threshold under which the refund will arise will not apply to

revenue levels once the 1999 Rate Agreement is no longer effective.
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ITI. DEPRECIATION AND AMORTIZATION

Depreciation on Turkey Point 3 & 4 and St. Lucie 1 & 2

WAS:92424.1

What service life is reflected currently in the depreciation rates for the Turkey

Point 3 and 4 and St. Lucie 1 and 2 nuclear units?

The depreciation rates most recently authorized by the Commission for these nuclear

units reflect service lives of 40 years. These service lives were based upon the 40-year

terms of the initial NRC operating licenses for the units.

Have there been recent changes in the expected service lives of the nuclear units?

Yes. FPL has applied for 20 year operating license extensions for the two Turkey

Point units and the two St. Lucie units.

Has the NRC ever refused to extend the operating license for any nuclear unit to

date?
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Why should the Commission reflect the additional 20-year service lives of the

units for depreciation expense purposes in this proceeding?

First, absent any reliable documentation to the contrary, the Company clearly plans to
operate these nuclear units for as long as it is physically and economically possible to
do so. In fact, the Company cited such economic benefits to ratepayers as the rationale
for applying for license extensions on the Turkey Point units. The Company stated in
its 2000 Annual Report to Shareholders the following:

To ensure that customers continue to receive the economic and

environmental benefits provided by Turkey Point, FPL in 2000

submitted an application to the Nuclear Regulatory Commission to

extend the plant’s operating license an additional 20 years until

2033.

The Company has also prepared studies that demonstrate life extension is economic

and will provide benefits to ratepayers.

If the Company did not believe that extending the units’ lives through the license
renewal process was physically possible and economically viable, based upon the facts
currentiy known and knowable, then it would have been imprudent for it to incur the
significant costs to extend the operating licenses. Thus, the best evidence of the
service lives of these units is the Company’s current intent to continue to operate them

for an additional 20 years beyond the initial license terms.
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Second, the existing depreciation rates are excessive because they provide for rate
recovery of the capital costs of the units over 40 year service lives rather than the
expected 60-year service lives. The mismatch between service lives and recovery
creates intergenerational inequities among ratepayers. The existing depreciation rates
and the ratemaking process provide for current and future recovery of plant additions,
including those that may be necessary to assure the continued operation of the plants

throughout their initial 40 years service lives as well as the additional 20 years.

Third, changing the depreciation rates will have a direct and immediate effect on the
rates otherwise charged to ratepayers as the result of this proceeding. If the
depreciation rates are changed subsequent to this proceeding, then the reduced expense
will redound to the benefit of FPL’s parent company, FPL Group, unless and until base
rates are again reset. If the Commission waits until the Company files another
depreciation study, even assuming FPL reflects the service life extensions in that
depreciation study, it is unlikely ratepayers will receive a direct and immediate rate

reduction coinciding with the Commission’s adoption of new depreciation rates.

Is there another reason to act on this issue in this rate case?

Yes. If power prices are deregulated and the electric industry in Florida is restructured
without fixing this problem, FPL will experience a windfall — in essence, twenty years’
use of large generating units with effectively no capital investment left. This will

distort competition and means that ratepayers will have subsidized FPL unnecessarily.

R. 11334



10
11
12
13
14
15
16
17
18
19
20 Q.
21

22

WAS:92424.]

Lane Kollen
Page 9

Did the Georgia Public Service Commission recently appreve a reduction in the
depreciation rates for Hatch 1 and 2 and Vogtle 1 and 2 based upon Georgia
Power Company’s application to extend the operating licenses for the Hatch units

and its intent to do so for the Vogtle units?

Yes. In December 2001, that Commission approved significantly lower depreciation
rates for the Hatch 1 and 2 nuclear units reflecting 20-year operating life extensions.
The decision was based upon then pending Georgia Power Company applications
before the NRC for 20-year license renewals. In January 2002, the NRC approved the
applications for Hatch 1 and 2, thereby renewing their operating licenses for an

additional 20 years.

In addition, the Georgia Public Service Commission approved depreciation rates that
reflected 10-year service life extensions for the Vogtle 1 and 2 nuclear units. That
decision was based upon Georgia Power Company’s stated intent to apply for 20-year
license renewals on those units as soon as possible in accordance with the NRC’s

procedural schedule for such license renewals.

Have you quantified the effect of extending the service lives by 20 years for

Turkey Point 3 and 4 and St. Lucie 1 and 2?
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Yes. The effect is to reduce the Company’s MFR revenue requirement by $77.485
million. This quantification reflects a reduction in depreciation expense of $83.000
million and a related reduction in accumulated depreciation for the test year of $41.500
million, but excluding the offsetting deferred tax effect reflected in the overall return

applied to rate base.

Amortization of Special Depreciation

Q.

Please describe the special depreciation authorized by the Commission in
conjunction with its approval of a Stipulation and Settlement in Docket No.

990067-EI.

FPL was authorized to record up to an additional $100 million annually, over a three-
year period, in special depreciation to reduce its nuclear and/or fossil production plant

in service. The Company has recorded $170.250 million in such special depreciation.

How has the Company reflected the special depreciation in its filing in this

proceeding?

The Company has reflected this special depreciation as a reduction to rate base in this

proceeding, but has reflected no amortization of this amount in operating income.

Should the Commission amortize the special depreciation amount to the benefit of

ratepayers in this proceeding?
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Yes. There is no valid reason for the Commission simply to perpetuate this temporary
overrecovery only as a rate base reduction, and with no amortization, going forward.
The Company was allowed to accumulate the special depreciation in lieu of rate
reductions for excess earnings during the effective period of the 1999 Rate Agreement.
The Company has reflected the full amount of this special depreciation as a rate base
reduction in its filing in this proceeding. As such, there is no dispute as to whether the
special depreciation is attributable to, and thus belongs to, the ratepayers. However,
the Company’s filing provides for no return of this overrecovery to ratepayers.

The Commission ultimately will have to make a determination as to the disposition of
this overrecovery, preferably in this docket. Unless the Commission acts to amortize
this amount, then the special depreciation will result in an accumulated depreciation
reserve that exceeds the cost of the Company’s existing plant and projected
dismantlement costs. Perhaps recognizing the inequities of a similar situation in a
previous docket, the Commission authorized the amortization of another special

depreciation amount over the remaining life of the underlying nuclear assets.

What amortization period should the Commission utilize to return the special

depreciation to ratepayers?

A three-year amortization period would be appropriate. The special depreciation was
recovered from ratepayers over the three-year term of the 1999 Rate Agreement. It

should be returned over a comparable period. In this manner, it is more likely that the
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those ratepayers that paid the excess revenues for the special depreciation will be the

beneficiaries of the return of those revenues.

Have you quantified the effect on the revenue requirement of a three-year

amortization of the special depreciation?

Yes. A three-year amortization would reduce the revenue requirement by $53.574
million. The amortization expense would be negative $56.750 million and rate base
would increase by $28.375 million, assuming a uniform amortization throughout the
test year, and excluding the offsetting deferred tax effect reflected in the overall return

applied to rate base.
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IV. DEFERRED PENSION DEBIT

Please describe the deferred pension debit included by the Company in its cash

working capital computation.

The Company has included a deferred pension debit in working capital. This asset
represents the cumulative effect of the Company’s net pension income (negative
pension expense) since 1994 as detailed in its response to SFHHA Interrogatory #42,

which I have replicated as my Exh.__ (LK-2).

Should the deferred pension debit be included in cash working capital as a

conceptual matter?

No. The inclusion of this asset in rate base would require ratepayers to pay a carrying
charge on an asset representing the cumulative effect of pension income amounts
recognized and retained by FPL during the years 1994-2001. The benefits of the
pension income during those years was not provided to ratepayers in the form of rate
reductions. Instead, the rates in effect during those years, but for the limited reductions
due to the 1999 Rate Agreement, reflected the recovery from ratepayers of positive
pension expense based upon the test year levels in Docket No. 830465-ElL. Thus, the
elimination of the pension expense and the recognition of pension income were
“savings” benefits retained by the Company’s shareholder, FPL Group. As such, any

carrying costs on the deferred pension debit amount accumulated through 2001,
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assuming there are any, should be attributed to FPL and its shareholder, and not to

ratepayers.

To the extent that pension income actually is flowed through to ratepayers, is it

appropriate to reflect the related deferred pension debit in rate base?

Yes. In the test year, the Company has reflected pension income in operating income.
Thus, the average balance of the test year pension income should be reflected in rate

base.

Have you quantified the effect of removing the deferred pension debit from rate

base?

Yes. The removal of the deferred pension debit from rate base for the 1994-2001
period results in a revenue requirement reduction of $62.873 million, excluding the

offsetting deferred tax effect reflected in the overall return applied to rate base.
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V.STORM DAMAGE EXPENSE, RESERVE, AND FUNDING

Please describe the Company’s request for storm damage expense and funding

treatment.

The Company has requested an increase in storm damage expense from the currently
authorized level of $20.3 million to $50.3 million in conjunction with its request for an
increase in the reserve level from $234 million to a target of $500 million. The
Company has funded the storm damage reserve, which is managed by an FPL Group
affiliate. As such, the large amount of reserve balance has not been utilized to reduce
rate base in the Company’s filing, unlike the Company’s other reserve balances that are

not funded and instead are utilized to reduce rate base.

If the storm damage reserve balance is not utilized to reduce rate base, then how

are ratepayers compensated for the use of their money?

Unfortunately, the Company’s filing reflects no compensation to ratepayers for the use
of their money. There not only is no rate base reduction, there also is no reduction in
the requested $50.3 million annual expense to reflect earnings on the trust fund the

Company has established.
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Under the traditional regulatory cost recovery model, are ratepayers
compensated for their money either through a return offset on trust fund

earnings or through a rate base reduction?

Yes. The failure to reflect an earnings offset of any sort to the requested accrual is
unlike the return (earnings) offset recognized in the quantifications of pension expense,
postretirement benefits other than pensions expense, and decommissioning expense, all
of which accumulate amounts in dedicated trust funds similar to the funded reserve
approach employed by FPL for storm damage expense. Other advances by ratepayers
not included in trust funds are reflected as rate base reductions, including accumulated

deferred income taxes.

Should the Commission increase the storm damage expense amount?

No. First, increasing the storm damage expense will only exacerbate the disconnect
between expense accruals and actual costs. By virtue of the fact that there is already a
substantial storm reserve balance, the Company has been provided excessive storm

damage expense recovery in prior years. Expense accruals have exceeded actual costs.

Second, the Commission should reject the Company’s conclusory rationale that it is
necessary to prepay storm damage costs in anticipation of a possible catastrophic loss

exceeding the existing reserve level, and allow FPL to deprive ratepayers of time
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value of their substantial funds. In effect, this rationale is no different than if the
Company had requested that ratepayers prepay the costs of the various generating plant
repowerings in which it is engaged. While such prepayments may result in lower
financing costs for FPL, they result in higher costs to ratepayers through current rates

and intergenerational inequities.

In fact, the inequity of the intergenerational affect is driven home by information FPL
produced in response to SFHHA in discovery. FPL’s response to SFHHA
Interrogatory No. 123 shows that for FPL’s Southeastern region, the number of years
between expected occurrences of hurricanes ranges from a low of 16 years for
hurricanes at the SSI 3 level to 250 years for hurricanes at the SSI 5 level. For FPL’s
western region, the number of years between expected occurrences of hurricanes
ranges from a low of 30 years for SSI 1 hurricanes to over 500 years for SSI 5
hurricanes. For FPL’s Northeastern region, the number of years between expected
occurrences of hurricanes ranges from a low of 36 years for SSI 1 hurricanes to 500
years for SSI 5 hurricanes. FPL’s interrogatory response providing this information is
reproduced as my Exh.___ (LK- 3). Thus, the information FPL provided shows an
expectation that if FPL’s proposal is approved, today’s ratepayers will be paying for

storm damages that may not be suffered for generations to come.

But what are the expected annual damages for hurricanes at each of the storm

intensity levels (ie., SSI 1 through SSI 5)?
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FPL has no analysis on that issue. See Exh. __ (LK-4) (FPL Interrogatory Response
No. 124).
Are there other reasons why the requested increase in the storm fund should be

rejected?

Yes. The request for the additional $30 million in storm fund amounts seems to ignore
federal and state funds available in the event of natural disasters and catastrophic

losses. Such funds would serve to reduce the costs associated with catastrophic losses.

Additionally, there is no indication that the Company could not finance and
subsequently recover from ratepayers any costs related to a catastrophic loss above and
beyond existing reserve levels and government emergency assistance. To the contrary,
the Company does have plans in place to finance such costs if such a catastrophic loss
should occur. In addition, the Company historically has been able to recover its storm

damages costs from ratepayers, even if the reserve temporarily is depleted or negative.

Further, the Company’s request fails to incorporate earnings on the trust fund and is
overstated for that reason alone. The Commission should incorporate earnings on the
trust fund in order to determine the net accrual necessary. For example, if the
Commission believes that a $40 million annual accrual is appropriate, then that amount
should be reduced for the earnings on the trust fund. Ata 10% rate of return, applied
to the existing $234 million balance, the net expense requirement would be only $17

million ($40 million less $23 million).
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Is the Company’s approach to fund the storm damage reserve the most economic

from the perspective of the ratepayers?

No. First, the earnings of the trust fund apparently inure to the benefit of the
Company, not ratepayers. Although the earnings on the trust fund are added to the
trust fund balance, the existing and proposed expense accruals have not been reduced

for trust fund earnings.

Second, the trust fund earnings historically have been significantly below the
Company’s last authorized and requested rates of return. In other words, ratepayers
would be far better off if the Company utilized these prepayments to invest in plant
and equipment by displacing other required financing and reflected the prepayments as
a reduction to rate base similar to the Company’s other reserves. The trust fund has
averaged an after tax return of only 4.5% over the last 5 years compared to its last
authorized rate of return of 10.40% and its test year MFR rate of return in this
proceeding of 8.97%. The average return eamed by the Company on the storm damage
trust fund over the last 5 years is detailed in the Company’s response to SFHHA
Interrogatory # IV-38, a copy of which | have replicated as my Exh. _ (LK-5) along

with my computations of the average return over the last 5 years.
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What would be the impact if the trust fund had earned an after tax rate of return
comparable to that reflected in the MFR filing in this proceeding rather than the

4.5% it actually earned?

The trust fund balance would be in excess of $300 million for the test year, compared

to the existing $234 million balance cited by the Company in its testimony.

What would the trust fund’s balance be three years from now if that MFR-level

return continued along with the historic pattern of withdrawals?

Nearly $400 million.

What is your recommendation regarding the Company’s funding of the storm

damage reserve?

I recommend that the Commission reflect the storm damage reserve as a rate base
reduction in the same manner as it reflects other reserve amounts representing
prepayments by ratepayers. This is the least cost financing option for ratepayers. If the
Company dissolves the trust fund, then presumably it could utilize the funds to
displace existing or future financing consistent with its overall rate of return

requirements.
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Should the Commission ensure that ratepayers are provided a return on their
money provided to the Company for storm damage expenses in advance of the
Company’s payments for such expenses, regardless of the level of storm damage

expense authorized by the Commission in this proceeding?

Yes. I recommend that the Commission reflect the return effects directly by utilizing
the reserve balance as a reduction to rate base. Alternatively, the Commission could
reflect the return as a reduction to the expense accrual that it otherwise finds to be

appropriate.

Have you quantified the effect of your recommendations on storm damage

expense, reserve, and funding?

Yes. The effects of my recommendations are to reduce the revenue requirement by
$61.414 million. The revenue requirement effect includes a reduction in storm damage
expense of $30.000 million, the increase sought by the Company, and reflects a rate

base reduction for the Company’s $234 million reserve balance.
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V1. OPERATION AND MAINTENANCE EXPENSE

Plcase describe the increase in O&M expense sought by the Company in this

proceeding.

The Company’s revenue requirement projection for 2002 includes an increase of
$123.879 million (jurisdictional) in O&M expense for the test year over the MFR
estimate of $1,021.911 million (jurisdictional) for 2001. The increase is $30.000
million less once the Company’s requested increase in storm damage expense is
removed. Nevertheless, the increase sought by the Company exceeds 12.12%
including the increase to storm damage expense and 9.19% excluding the increase to

storm damage expense.

How does the Company’s request compare to the actual growth in O&M expense

in prior years?

The Company’s request is excessive compared to its actual experience. The following
table provides a history of the Company’s O&M expenses and the annual percentage

increase or decrease.
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FLORIDA POWER & LIGHT COMPANY

NON-FUEL O&M EXPENSE

S$Million % Change
1995 1,138 na
1996 1,127 -0.99%
1997 1,132 0.44%
1998 1,163 2.74%
1999 1,089 -6.36%
2000 1,062 -2.48%
Average % Change -1.33%

In addition to reducing its O&M expense in absolute dollars, the Company has reduced
its O&M expense on a cents per kWh basis for the last 11 consecutive years, a fact that
it cites in support of its claim that it is focused on controlling its costs and improving

its efficiencies.

Historically, how does the Company’s actual O&M expense compare to its budget

amounts?

Historically, the Company’s actual O&M expense has been less than its budget
amounts. In 2000, the Compcay’s actual O&M expense was $999 million compared to
budget (plan) of $1,034 million. In 1999, the Company’s actual O&M expense was
$1,026 million compared to budget of $1,072 million. In 1998, the Company’s O&M
expense was $1,088 million compared to budget of $1,090 million. The Company
provided these comparisons in response to SFHHA Interrogatory # V-57, which I have

replicated as my Exh.__ (LK- 6).

R. 11349



N WE N B .

10

11

12

13

14

15

16

17

18

19

20

21

22

WAS:92424 1

Lane Kollen
Page 24

Did the Company revise its O&M expense downward in conjunction with its

revision downward of revenues?

No. Instead of a reduction in O&M compared to the Company’s budget for 2002,
relied upon for its initial MFR filing, the Company claimed an increase in O&M of

$22.640 million when it subsequently revised certain MFR schedules.

Once again, the failure to reduce downward its O&M expense is a complete disconnect
from reality, not only based upon FPL’s history, but also based upon business
requirements in the unregulated world. First, FPL is focused on reducing its O&M
expense per kWh, a statistic it cites in public forums as evidence of its excellent
management. If projected sales are reduced and O&M expense is not, then the
projected O&M expense per kWh will rise compared to the 11 prior years of

reductions.

Second, FPL should not be held to a lower standard of cost control in response to
projected lower sales, but rather to a higher standard. It is only logical that if revenues
are lower for purposes of the rate filing compared to the Company’s budget, then it
also should be required to reflect commensurate reductions in its O&M expense for

purposes of the rate filing compared to its budget.
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Please respond to the claim by Company witness Mr. Shearman that the
Company will not be able to sustain its enviable historic reductions in O&M
expense into 2002 and 2003 due to “inflation, aging assets, customer growth, and

load growth.

There is not a shred of logical support for such an assertion. First, inflation currently is
nearly nonexistent. Second, the Company’s capital expenditures for new and
replacement plant approximate 15% of its asset base every year. This is evidence of
relatively new, and more likely, lower maintenance plant. Some of those capital
expenditures undoubtedly were incurred to reduce O&M expense and are reflected in
rate base. Ratepayers should be provided the full benefit of the related expense

reductions.

Third, customer growth and load growth obviously overlap quite a bit. As noted
earlier, to the extent that such growth is projected to be lower, as reflected in the
Company’s revised revenue forecast, then O&M expense should have been reduced as
well, not increased. Finally, it should be noted that the Company voluntarily
determined to increase its reserve margin from the Commission’s mandated 15% to
20% and to accelerate its scheduled capacity additions and repowerings. Thus, at least
to some extent, the related O&M expense also is discretionary. Presumably, the
Company should recover such discretionary increased costs through higher interchange

revenues, particularly given its projection of little or no growth in its customer base.
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1 Finally, the FPL Group 2000 Annual Report to Shareholders directly rebuts the
2 substance of Mr. Shearman’s arguments in favor of higher O&M expense growth. The
3 Company cites its ability actually to reduce O&M expense in the face of customer and
4 load growth and describes the addition of significant generation capacity (new plant
5 compared to the aging plant cited by Mr. Shearman). The relevant excerpt from that
6 Annual Report follows.
7 Since 1990, when the company was restructured, FPL has driven
8 down costs while achieving continuous improvements in virtually
9 every area of its operations. At the same time, it has taken steps to
10 meet the sharply increasing energy demands of a service area that
11 continues to grow at a rapid pace.
12
13 FPL’s customer base grew by 2.5% in 2000 to more than 3.8
14 million. More new customers, 92,000, were added than in any year
15 since 1990. In addition, energy usage per customer increased by
16 nearly 2% over the previous year.
17
18 In 2000, FPL reduced its operations and maintenance costs per
19 kilowatt-hour for the tenth consecutive year. Since 1990, O&M
20 costs have declined 40% - from 1.82 cents per kilowatt-hour to 1.09
2] cents. During this time the company added more than 700,000 new
22 customer accounts and increased its generating capacity by 24%.
23
24 FPL’s cost reduction efforts have resulted in a more efficient and
25 productive organization and enabled the company to hold down the
26 price of its electricity to below the national average.
27
28 FPL continues to achieve major improvements in such critical
29 success areas as plant performance, electric reliability, and customer
30 service.
31
32 Thus, it appears that FPL does not share Mr. Shearman’s views regarding its ability to
33 reduce O&M expense given the same factors cited in his testimony.
34
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Did Mr. Shearman investigate whether FPL’s efforts to reduce costs during 1999-

2001 caused costs to increase following 2001?

No. Apparently he made no effort to determine whether that had occurred. Of course,
during the 1999-2001 period, FPL might retain all of the savings resulting from
deferring costs. Mr. Shearman also did not investigate how FPL’s profits may have
been increased during 1999-2001, due to such cost reductions. See my Exh. _ (LK-

7.

In contrast, FPL had no assurance that it would retain any cost savings following

March 31, 2002, and any costs that could be deferred into that period could help justify

higher rates.

Are Mr. Shearman’s comparisons meaningful?

Not really. He ignored many different variables between utilities that tend to affect

costs and thus he is unable to make apples to apples comparisons.

Did his various exhibits take into account varying ages of generation fleets, which

would affect outage levels and O&M cost levels?

No. Exh. __ (LK-8).
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Did his various exhibits take into account the differences in types of generators,
since (for instance) different types of nuclear reactors have different maintenance

issues?

No.Exh._ (LK-9).

What reasonably can be concluded regarding the Company’s projected growth in
O&M expense given its historic O&M expense growth and its public statements

regarding controlling costs and improving efficiencies?

The Company’s O&M expense projected for the test year is excessive. The
Commission should look to history as a guide to the reasonable and necessary level of
O&M expense and the Company’s ability to control the actual level of expense

compared to the amounts reflected in its filing in this proceeding.

What is your recommendation?

Absent more definitive data or a more conclusive showing of actual O&M levels, 1
recommend that the Commission limit the growth in O&M expense for the test yearto
at most half of the Company’s projection, excluding the increase due to storm damage
expense. This recommendation reflects a 4.60% increase in O&M expense compared
to 2001, excluding the proposed increase in storm damage expense, still an

exceptionally high level compared to recent experience of negative growth.
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VII. CAPITALIZATION STRUCTURE

Please describe the Company’s proposed capitalization structure.

The Company has proposed the following capitalization structure computed on a
financial statement basis, excluding accumulated deferred income taxes, which are
included in capitalization only as a ratemaking convention in lieu of subtraction from

rate base.

FLORIDA POWER & LIGHT COMPANY
CAPITALIZATION STRUCTURE
$Million % Capital
Long Term Debt 2,809 32.7%
Short Term Debt 52 0.6%
Preferred Stock 227 2.6%
Common Equity 5,505 64.1%
Total 8,593 100.0%

Is the level of common equity included in the Company’s proposed capitalization

structure excessive?

Yes. It is excessive for an A rated utility coupled with the lower level of risk
experienced by FPL as a regulated utility compared to FPL Group and its unregulated
business activities. FPL’s bond ratings and investor risk perceptions are strongly
influenced by FPL Group’s extensive unregulated business activities. This higher level

of unregulated risk results in higher costs that should not burden FPL’s ratepayers.
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What has Standard and Poor’s stated regarding the FPL Group unregulated

activities risk and the effect on FPL?

First, S&P rates utility debt on the basis of the parent company’s consolidated
fundamentals, not solely on the utility company’s business and financial risk. S&P

stated in a recent commentary posted on its website the following:

[Ultilities that merge with other companies and invest outside the
traditional regulated businesses will be rated on the basis of the
qualitative and quantitative fundamentals of their consolidated
entities.

Second, prior to the downrating of FPL from AA- to A, S&P issued its rationale for the
its negative creditwatch and stated the following in the wake of the announcement of
the proposed FPL-Entergy merger.

The ratings on Florida Power & Light Co., the utility operating
company of FPL Group Inc., are on CreditWatch with negative
implications, reflecting FPL Group’s announced merger with lower-
rated Entergy Corp.

* K ok %

Despite the utility’s stellar financials, the consolidated entity is
challenged to improve consolidated credit-protection measures as
the firm expands its portfolio of independent power projects.

Florida Power & Light’s corporate credit rating is based on the
financial and business risk profile analysis of the consolidated
enterprise, derived by analyzing each individual core-operating unit.
There are insufficient prescriptive regulatory measures to restrict
cash flow from the utility to the parent.

Florida Power & Light’s first mortgage bonds are rated the same as
the firm’s corporate credit rating.
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In reviewing FPL and its affiliates, Standard & Poor’s noted FPL’s “buoyant cash

9% 64

flow” and “strong business profile” “tempered by the growing portfolio of higher-risk

”

nonregulated investments, principally in independent power projects . . . .
Particularly, in reviewing the growth plans of the FPL Group, the report stated that
“Standard & Poor’s views the business risk profile of independent power producers at
the high end of the risk spectrum . . . .” FPL Group’s energy marketing and trading

operation was characterized as a “high-risk business segment.”

More recently, Standard and Poor’s reiterated its concerns regarding the effect of the
unregulated business activities on the entire FPL Group “family” of companies, which
includes FPL.

The IPP financing strategy and the amount of risk mitigation
undertaken will be important to sustaining current ratings for the
entire FPL family . . . Resolution of the CreditWatch listing is
expected in the near future. Notably, FPL Group’s commitment to
expand its nonregulated businesses, including its portfolio of IPPs,
will challenge the firm to strengthen consolidated credit-protection
measures to maintain the existing ratings profile.

The Credit Watch listing was resolved in September 2001, and the effects of FPL’s
nonutility spending were clear.

Credit quality for Florida Power & Light Co., the utility operating
company of FPL Group Inc., reflects the unit’s steady and reliable
cash flow attributes, tempered by the parent’s growing portfolio of
higher-risk, nonregulated investments, principally in independent
power projects.

Current ratings for FPL Group and its affiliates incorporate
increasing business risk for the consolidated enterprise attributable
to the growing nonregulated independent power producer (IPP)
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portfolio, regulatory challenges in Florida, an aggressive financing
plan, and declining credit protection measures . . .

Florida Power & Light’s credit profile reflects an above-average
business position . . . .

Parent FPL Group’s portfolio of nonregulated electric power
generation holdings is in several regions, . . . . The potential for an
economic downturn and the possibility of additional capacity
coming on line in some of the regions that FPL Group has targeted
highlight some of Standard & Poor’s concerns . . . about this high-
risk business line.

Similarly, Moody’s also tied its concerns regarding the debt ratings for the FPL Group
companies, including FPL, to the risk associated with FPL Group’s unregulated
business activities.

[G]rowth strategies implemented by FPL Energy, an unregulated

subsidiary of FPL Group, also increase pressure on the consolidated

company’s credit profile. FPL Energy intends to finance and build

6,000 mw of unregulated merchant generation by 2003. While most

of these projects will eventually be financed with non-recourse debt,

FPL Group Capital provides interim financing. The parent company

guarantees the debt issued by FPL Capital which in turn creates

pressure for all the rated entities within the consolidated group.

What are the Standard and Poor’s debt to total capitalization guidelines for an A

rating on utility debt?

Standard and Poor’s guidelines for an A rating and a company business risk profile of

4 (FPL’s rankings) range from 46% to 50% debt to total capitalization.
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What is the average capitalization structure of the comparison group of A rated
utilities utilized by Company witness Dr. Avera to develop his return on equity

recommendation?

Dr. Avera computed the following average capitalization structure based upon his

comparison group as of September 30, 2001.
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CAPITALIZATION STRUCTURE
DR. AVERA COMPARISON GROUP

Short Term Debt 2.1%
Long Term Debt 42.5%
Preferred Securities 5.4%
Common Equity 50.0%
Total 100.0%
Dr. Avera noted that the individual common equity ratios embodied in the average
ranged from a low of 42.9% to a high of 59.9%.
Q. What is Mr. Avera’s opinion of credit-rating agencies, such as those quoted
above?
A. “[PJerhaps the most objective guide to a utility’s overall investment is its bond rating”

assigned by “independent rating agencies.” (Avera Direct, p. 47: 11-13).

R. 11360
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Is that similar to the opinion held by FPL’s Mr. Dewhurst?

Yes. “Rating agencies, acting as independent risk assessors on behalf of investors
generally, are an important source of evidence” of investors’ sentiments. Dewhurst
Direct Testimony, p. 19:18-22.

What do the rating agencies think will be the outcome of this proceeding?

“[T]he market is expecting a rate cut” according to Justin McCann of Standard &

Poor’s (Miami Herald, February 24, 2002).

Should ratepayers be required to subsidize FPL Group’s nonregulated business
activities through a capitalization structure that reflects a “bulked-up” common
equity level so that FPL Group, on a consolidated basis, had adequate credit

protection?

No. The unregulated business entities should provide the consolidated entity the
necessary credit protections. It is inappropriate for the ratepayers to subsidize the FPL

Group unregulated business activities through an excessive common equity level.

Are there other factors that should be taken into account when assessing the
appropriate level of equity capitalization for FPL?
Yes. Approximately 45% of FPL’s total jurisdictional revenues are recovered by

trackers, rather than through base rates.

-
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Is there another factor warranting consideration?

Yes. The timing, and perhaps to a lesser extent the scope, of FPL’s present ambitious
construction program are in part within FPL’s control. FPL’s determination to agree to
a 20% (in lieu of a 15%) reserve margin, and its desire to build its own generation

capacity, obviously influence its capital needs.

What is your recommendation regarding the appropriate capitalization structure

for FPL as a regulated utility?

I recommend the Commission adopt a capitalization structure of no more than 50%
common equity and up to 50% debt, computed on a financial statement basis,
excluding accumulated deferred income taxes and other Commission ratemaking
adjustments. Once the determination is made regarding an appropriate financial
statement capitalization structure, the Commission should adjust that structure for its
various historic ratemaking adjustments, the largest of which is accumulated deferred

income taxes.

Have you quantified the return effects of the accumulated deferred income tax
adjustments to capitalization and capitalization structure necessitated by your

rate base adjustments?
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Yes. The return effects of the prior rate base recommendations, excluding the effects
of any further modifications to the capitalization structure quantified below, results in

an increase to the revenue requirement of $34.140 million

Have you quantified the effect of your recommendation on the capitalization

structure for FPL?

Yes. This recommendation results in a reduction to the revenue requirement of
$173.545 million. Ihave quantified this reduction to the revenue requirement as the
difference between the Company’s proposed grossed up overall rate of return and that
corresponding to my recommendation (based upon the averages cited in Dr. Avera’s
testimony) times the rate base adjusted for the effects of the other adjustments that I
have proposed. This adjustment is incremental to the previous adjustment for the

return effects of the accumulated deferred income taxes.
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VIII. SANFORD REPOWERING

Please describe the Sanford Repowering Project (the “Sanford Project” or the

“project™).

The Sanford Project involved inter alia converting two previously oil- and gas-fired

units, at the Sanford site, to gas fired combined cycle units.

Did FPL originally project that the project would be in-service by 20027

No. Originally FPL had scheduled the Sanford Project to be in-service after 2002.

How did FPL evaluate the alternatives to repowering Sanford?

When we asked that question, FPL initially provided a generic description of criteria it

claims it evaluated in determining whether to repower Sanford. Subsequently, FPL

provided additional information.

Did FPL compare the Sanford Repowering Project to a specific independent

entity’s project?

No.
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Did FPL’s review of the Sanford Repowering Project use the cost which will be

incurred to complete the project?

No.

Did FPL conduct an RFP or open season to solicit bids in lieu of building its own

capacity?

No.

Mr. Waters discusses the Sanford Project in the context of the 1998 Ten Year Site

Plan. What were the estimates of cost in 1998 for repowering Sanford Project?

FPL furnished a March 1998 “Summary of Alternatives” involving repowering
Sanford in 2002 or 2004. The analysis, stated in 1998 dollars, estimated that
repowering two units would cost $441 million (including $48 million for transmission

expansion).

Moreover, the analysis showed that net per-KW costs would be reduced if re-powering

was completed in 2004 rather than 2002. (Exh.___ (LK -10)).
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Has the Sanford Project been successful from the FPL perspective?

Evidently not. Even using FPL’s “Sanford Repowering Success Criteria,” which

reflects the $622 million estimate, the project is $75 million over budget. (Exh.__

LK-14)).
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Has FPL changed when it anticipated incurring charges in connection with

Sanford?

Yes. In a document dated May 9, 2001 (Exh.____ (LK-15)), FPL compared its
“current approved 5-year forecasts™ of expenditures for the Sanford (and Fort Myers)
project(s) to its most up-to-date forecast. The comparison showed that the May 2001
forecast projects an increase in 2002 expenditures of $15 million, over what the then-
current approved 5-year forecast had estimated, with reductions in expenditures shown

in pre- and post-2002 periods.

Prior to the construction report described above, and following changes in its
original schedule, when did FPL project that the Sanford Project would be placed

in-service?

In 2002.

What is the impact of FPL’s post-September 11, 2001 estimates of consumption

upon the need for capacity?

FPL’s “2002 Alt. Forecast,” a post-September 11, 2001 projection, reflects a decrease

of about 3% in the projected 2005 total consumption by jurisdictional customers

R. 11370



10
11
12
13 Q.
14

15 A

WAS:92424.1

Lane Kollen
Page 45

compared to the pre-September 11, 2002 FPL 2002 Budget Forecast (Exh. LK-

16)).

IX. AFFILIATE RELATIONSHIPS

Do you have concerns with FPL’s interrelations with its afﬁliates'.;

Yes. FPL is engaged in numerous transactions with its affiliates, including those
involving millions of dollars but which are not subject to a written contract. See
Exh.__ (LK-17). Unfortunately, FPL has resisted providing responsive information.
Therefore, I reserve the opportunity to supplement this testimony when FPL has
furnished adequate data.

Does this complete your direct testimony?

For now.
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EDIICATION

University of Toledo, BBA
Accounting

University of Toledo, MBA

Certified Public Accountant (CPA)

Certified Management Accountant (CMA)

PROFESSIONATL AFFILIATIONS

American Institute of Certified Public Accountants
Georgia Society of Certified Public Accountants

Institute of Management Accountants

More than twenty-five years of utility industry experience in the financial, rate, tax, and planning areas.
Specialization in revenue requirements analyses, taxes, evaluation of rate and financial impacts of
traditional and nontraditional ratemaking, utility mergers/acquisition diversification. Expertise in
proprietary and nonproprietary software systems used by utilities for budgeting, rate case support and

strategic and financial planning.
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RESUME OF LANE KOLLEN, VICE PRESIDENT

EXPERIENCE

1986 to

Present: L Kennedy and Assnciates, Inc.: Vice President and Principal. Responsible for utility
stranded cost analysis, revenue requirements analysis, cash flow projections and solvency,
financial and cash effects of traditional and nontraditional ratemaking, and research,
speaking and writing on the effects of tax law changes. Testimony before Connecticut,
Florida, Georgia, Indiana, Louisiana, Kentucky, Maine, Minnesota, North Carolina, Ohio,
Pennsylvania, Tennessee, Texas, and West Virginia state regulatory commissions and the
Federal Energy Regulatory Commission.

1983 to

1986: Energy Management Associates: Lead Consultant.
Consulting in the areas of strategic and financial planning, traditional and nontraditional
ratemaking, rate case support and testimony, diversification and generation expansion
planning. Directed consulting and software development projects utilizing PROSCREEN
11 and ACUMEN proprietary software products. Utilized ACUMEN detailed corporate
simulation system, PROSCREEN 1I strategic planning system and other custom developed
software to support utility rate case filings including test year revenue requirements, rate
base, operating income and pro-forma adjustments. Also utilized these software products
for revenue simulation, budget preparation and cost-of-service analyses.

1976 to

1983: The Toledo Edison Company: Planning Supervisor.
Responsible for financial planning activities including generation expansion planning,
capital and expense budgeting, evaluation of tax law changes, rate case strategy and support
and computerized financial modeling using proprietary and nonproprietary software
products. Directed the modeling and evaluation of planning alternatives including:

Rate phase-ins.

Construction project cancellations and write-offs.
Construction project delays.

Capacity swaps.

Financing alternatives.

Competitive pricing for off-system sales.
Sale/leasebacks.

J. KENNEDY AND ASSOCIATES, INC.
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CLIENTS SERVED
Industrial C . 1G
Air Products and Chemicals, Inc. Lehigh Valley Power Committee
Airco Industrial Gases Maryland Industrial Group
Alcan Aluminum Multiple Intervenors (New York)
Armco Advanced Materials Co. National Southwire
Armco Steel North Carolina Industrial
Bethlehem Steel Energy Consumers
Connecticut Industrial Energy Consumers Occidental Chemical Corporation
ELCON Ohio Industrial Energy Consumers
Enron Gas Pipeline Company Ohio Manufacturers Association
Florida Industrial Power Users Group Philadelphia Area Industrial Energy
General Electric Company Users Group
GPU Industrial Intervenors PSI Industrial Group
Indiana Industrial Group Smith Cogeneration
Industrial Consumers for Taconite Intervenors (Minnesota)
Fair Utility Rates - Indiana West Penn Power Industrial Intervenors
Industrial Energy Consumers - Ohio West Virginia Energy Users Group
Kentucky Industrial Utility Consumers Westvaco Corporation
Kimberly-Clark
Reoul C . i
G ! .

Georgia Public Service Commission Staff

Kentucky Attorney General's Office, Division of Consumer Protection
Louisiana Public Service Commission Staff

Maine Office of Public Advocate

New York State Energy Office

Office of Public Utility Counsel (Texas)

J. KENNEDY AND ASSOCIATES, INC.
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Allegheny Power System

Atlantic City Electric Company
Carolina Power & Light Company
Cleveland Electric llluminating Company
Delmarva Power & Light Company
Duquesne Light Company

General Public Utilities

Georgia Power Company

Middle South Services

Nevada Power Company

Niagara Mohawk Power Corporation

Usiliti

Otter Tail Power Company
Pacific Gas & Electric Company
Public Service Electric & Gas
Public Service of Oklahoma
Rochester Gas and Electric
Savannah Electric & Power Company
Seminole Electric Cooperative
Southern California Edison
Talquin Electric Cooperative
Tampa Electric

Texas Utilities

Toledo Edison Company

J. KENNEDY AND ASSOCIATES, INC.
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Lane Kollen
As of January 2002

Date Case Junsdict Party Utility Subject

10/86 U-17282 LA Lousiana Public Gulf States Cash revenue requirements
Intenm Service Commission Utilities financial soivency.

Staff

11186 U-17282 LA Louisiana Public Gulf States Cash revenue requirements
Intenm Service Commission Utilties financial solvency.

Rebuttal Staff

12/86 9613 KY Attomey General Big Rivers Revenue requirements

Dwv. of Consumer Electric Comp. accounting adjustments
Protection financial workout plan.

1187 U-17282 LA Lousiana Public Guff States Cash revenue requirements,

Intenm 18th Judicial Service Commission Utilities financial solvency.
Distnct Ct Staft

3/87 General wv West Virginia Energy Monongahela Power Tax Reform Act of 1986.
Order 236 Users' Group Co.

487 U-17282 LA Louisiana Public Gulf States Prudence of River Bend 1,
Prudence Service Commussion Utilties economic analyses,

Staft cancellation studies
4/87 M-100 NC North Carofina Duke Power Co. Tax Reform Act of 1986.
Sub 113 Industnal Energy
Consumers
5187 86-524E- WV West Virgmia Monongaheta Power Revenue requirements.
Energy Users' Co. Tax Reform Act of 1986.
Group

5/87 U-17282 LA Lowtsiana Public Guff States Revenue requrements,
Case Service Commisston Utilities River Bend 1 phase-in plan,
In Chief Staff financial solvency.

7187 U-17282 LA Louisiana Public Gulf States Revenue requirements
Case Service Commission Utilities River Bend 1 phase-in plan,
in Chief Staff financial solvency
Surmebuttal

7187 U-17282 LA Louwsiana Public Gulf States Prudence of River Bend 1,
Prudence Service Commission Ublites economic analyses,
Surrebuttal Staft cancellaton studies.

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict Party Utility Subject
7187 86-524 wv West Virginia Monongahela Power Revenue requirements,
E-SC Energy Users' Co. Tax Reform Act of 1986.
Rebuttal Group
B8/87 9885 KY Attomey General Big Rivers Electnc Financial workout pian.
Drv. of Consumer Corp.
Protection
8/87 E-D15/GR- MN Tacontte Minnesota Power & Revenue requirements, O&M
87-223 Intervenors Light Co. expense, Tax Reform Act
of 1986.
10187 8702201 FL Occidental Florida Power Revenue requirements, O&M
Chemical Corp. Corp. expense, Tax Reform Act
of 1986,
11/87 87071 CcT Connecticut Industrial Connecticut Light Tax Reform Act of 1986.
Energy Consumers & Power Co.
1/88 U-17282 LA Loursiana Public Gulf States Revenue requirements,
16th Judicial  Service Commussion Utilites River Bend 1 phase-in plan,
Distnet Ct Staff rate of retum
2/88 9934 KY Kentucky Industnal Louisville Gas Economics of Trimble County
Utilty Customers & Electric Co. completion.
2/88 10064 KY Kentucky Industnal Louisville Gas Revenue requirements, O&M
Utility Customers & Electnc Co. expense, capital structure,
excess defemmed income taxes.
5188 10217 KY Alcan Aluminum Big Rivers Electnc Financial workout pian.
National Southwire Com.
5/88 M-87017 PA GPU Industrial Metropoltan Nonutility generator deferred
-1C001 Intervenors Edison Co. cost recovery.
5/88 M-87017 PA GPU Industrial Pennsyivania Nonutility generator deferred
-2C005 Intervenors Electnc Co. cost recovery.
6/88 U-17282 LA Louisiana Public Gulf States Prudence of River Bend 1
19th Judicial ~ Service Commission Utilities economic analyses,
Distnct Ct Staff cancellaton studes,

financiat modeiing.

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict. Party Utility Subject
7188 M-87017- PA GPU Industnal Metropoitan Nonutility generator deferred
-1C001 Intervenors Edison Co. cost recovery, SFAS Na. 92
Rebuttal
7/88 M-87017- PA GPU Industnal Pennsylvania Nonutility generator deferred
-2C005 Intervenors Electne Co. cost recovery, SFAS No. 92
Rebuttal
9/88 88-05-25 cT Connecticut Connecticut Light Excess deferred taxes, O&M
industrial Energy & Power Co. expenses.
Consumers
9/88 10064 KY Kentucky Industrial Loursville Gas Premature retirements, interest
Reheanng Utility Customers & Electnc Co. expense.
10/88 88-170- OH Ohio Industrial Cleveland Electnc Revenue requirements, phase-n,
EL-AIR Energy Consumers Huminating Co. excess deferred taxes, O&M
expenses, financial
considerabons, working capdal.
10/88 88-171- OH Ohio Industrial Tolede Edison Co. Revenue requirements, phase-in,
EL-AIR Energy Consumers excess deferred taxes, O&M
expenses, financial
Considerations, working capital.
10/88 8800 FL Florida Industnal Fiorida Power & Tax Reform Act of 1986, tax
355-El Power Users' Group Light Co. expenses, O&M expenses,
pension expense (SFAS No. 87).
10/88 3780V GA Georgia Public Atlanta Gas Light Pension expense (SFAS No. 87).
Service Commission Co
Staff
11/88 U-17282 LA Louisiana Public Gulf States Rate base exrlusion plan
Remand Service Commission Uiilties (SFAS No. 71)
Staff
1288  U-17970 LA Louisiana Public ATET Communications Pension expense (SFAS No. 87),
Service Commussion of South Central
Staff States
1288  U-17949 LA Lovisiana Public South Central Compensated absences (SFAS No.
Rebuttal Service Commission Bell 43), pension expense {SFAS No.
Staft B87), Part 32, income tax

normahzation.

J. KENNEDY AND ASSOCIATES, INC.
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As of January 2002
Date Case Jurisdict Party Utility Subject
289 U-17282 LA Lowsiana Public Gulf States Revenue requirements, phasedn
Phase Il Service Commission Utilities of River Bend 1, recovery of
Staff canceled plant.
6/89 881602EU FL Talquin Eiectric Talquin/City Economic analyses, incremental
890326-EU Cooperative of Tallahassee cost-of-serice, average
customer rates.
7/89 U-17970 LA Louisiana Public AT&T Communications Pension expense (SFAS No. 87),
Service Commussion of South Central compensated absences (SFAS No. 43),
Staft States Part 32.
8/89 8555 ™> Occidental Chemical Houston Lighting Cancellation cost recovery, tax
Com. & Power Co, expense, revenue requirements.
8/89 3840-U GA Georgia Public Georgia Power Co. Promotional practices,
Service Commission advertsing, economic
Staft development.
9/89 U-17282 LA Louisiana Pubiic Gulf States Revenue requirements, detailed
Phasell Service Commission Utilities invesbgation.
Detailed Staff
10/89 8880 X Enron Gas Pipeline Texas-New Mexico Deferred accounting treatment,
Power Co. salefieaseback.
10/89 8928 TX Enron Gas Texas-New Mexico Revenue requirements, imputed
Pipefine Power Co. captal structure, cash
working capital.
10/89 R-891364 PA Philadelphia Area Philadelphia Revenue requirements.
Industnal Energy Electric Co.
Users Group
11/89 R-891364 PA Phitadelphia Area Philadelphia Revenue requirements,
12/89 Surrebuttal industnal Energy Electne Co. salefleaseback.
(2 Filings) Users Group
1790 U-17282 LA Louisiana Public Gulf States Revenue requirements ,
Phase i Service Commussion Utilities detailed investigation,
Detailed Staft
Rebuttal

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict. Party Utility Subject
180 U-17282 LA Loussiana Public Gulf States Phase-in of River Bend 1,
Phase Ill Service Commission Utilibes deregulated asset plan.
Staff
380 890319-El FL Fionda Industnal Flonda Power O&M expenses, Tax Reform
Power Users Group & Light Co. Act of 1986.
4130 890319-El FL Florida Industna! Flonda Power O8&M expenses, Tax Reform
Rebuttal Power Users Group & Light Co. Act of 1986.
4130 U-17282 LA Louisiana Public Gulf States Fuel clause, gain on sale
197 Judicial Service Commission Utilibes of utilty assets.
Distnct Gt Staff
9/90 90-158 KY Kentucky Industrial Louisville Gas & Revenue requirements, post-test
Utilty Customers Electnc Co. year addrions, forecasted test
year.
1290 U-17282 LA L outsiana Pubiic Gulf States Revenue requirements.
Phase IV Service Commission Utiltbes
Staff
331 29327, NY Muttiple Niagara Mohawk Incentive regulation.
et al. Intervenors Power Corp.
501 9945 X Office of Public El Paso Electnc Financial modeling,  economic
Utility Counsel Co. analyses, prudence of Palo
of Texas Verde 3.
991 P-910511 PA Allegheny Ludium Corp., West Penn Power Co. Recovery of CAAA costs,
P-910512 Armco Advanced Matenals least cost financing
Co., The West Penn Power
Industnal Users' Group
9/91 91-231 wv West Virgima Energy Monongahela Power Recovery of CAAA costs, least
ENC Users Group Co. cost financing.
1191 U-17282 LA Louisiana Public Gulf States Asset mpairment, deregulated
Service Commussion Utilities asset plan, revenue require-
Staff ments.

J. KENNEDY AND ASSOCIATES, INC.

R. 11381



Docket No. 001148-EI
L. Kollen Exhibit No. __ (LK-1)
Resume and Expert Testimony Appearances

Page 10 0f22

Expert Testimony Appearances
of
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Date Case Jurisdict Party Utility Subject
12191 91410- OH Air Products and Cinannati Gas Revenue requirements, phase-n
EL-AIR Chemicals, Inc., & Electric Co. plan.
Armco Steel Co.,
General Electric Co.,
Industrial Energy
Consumers
1291 10200 X Office of Public Texas-New Mexico Financial integnty, strategic
Utility Counsel Power Co. planning, deciined business
of Texas affiliabons.
592 910890-El FL Ccodental Chemical Florida Power Corp. Revenue requirements, O&M expense,
Comp. penston expense, OPEB expense,
fossil dismantiing, nuclear
decommissioning.
8/92 R00922314  PA GPU Industrial Metropolitan Edison Incentive reguiation, performance
Intervenors Co rewards, purchased power nsk,
OPEB expense.
9132 92-043 KY Kentucky Industnal Generic Proceeding OPEB expense.
Utility Consumers
9192 920324-E1 FL Florida Industrial Tampa Electne Co. OPEB expense.
Power Users' Group
9192 39348 IN indiana Industrial Genenc Proceeding OPEB expense
Group
9192 910840-PU FL Florida industnal Genenc Proceeding OPEB expense.
Power Users’ Group
892 39314 IN Industnal Consumers indiana Michigan OPEB expense.
for Fair Utiiity Rates Power Co
1M/2  U-19904 LA Louisiana Public Gulf States Merger.
Service Commission Utibes/Entergy
Staff Cormp.
192 8649 MD Westvaco Comp., Potomac Edison Co. OPEB expense
Eastaico Aluminum Co
1/m2 921715 OH Ohio Manufacturers Genenc Proceeding OPEB expense.
AUCOI Association

J. KENNEDY AND ASSOCIATES, INC.
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Expert Testimony Appearances
of
Lane Kollen
As of January 2002
Date Case Jurisdict Party Utility Subject
1202  R00822378 PA Armco Advanced West Penn Power Co. Incentive regulatbon,
Matenials Co., performance rewards,
The WPP Industnal purchased power nsk,
Intervenors OPEB expense.
12/92 U-19949 LA Louisiana Public South Central Belt Affiiate transactions,
Service Commussion cost allocahons, merger.
Staff
12/92  R-00922479 PA Philadelphia Area Philadelphia OPERB expense.
Industrial Energy Electric Co
Users' Group
1193 8487 MD Marytand Industrial Baftimore Gas & OPEB expense, deferred
Group Electric Ca., fuel, CWIP in rate base
Bethiehem Stee! Comp.
1193 39408 IN PSI Industnal Group PSI Energy, Inc. Refunds due to over-
collechion of taxes on
Marble Hill cancellabon.
383 92-11-11 CT Connecticut Industnal Connecticut Light OPEB expense.
Energy Consumers & Power Co.
303 U-19904 LA Louisiana Public Gulf States Merger.
(Surmrebuttal) Service Commission Utilities/Entergy
Staff Corp
383 9301 OH Ohio Industnal Ohio Power Co. Affiliate transactons, fuel.
EL-EFC Energy Consumers
393 ECS2- FERC Louisiana Public Gulf States Merger.
21000 Service Commussion Utiliies/Entergy
ER92-806-000 Staff Com.
4133 92-1464- OH Air Products Cincinnati Gas & Revenue requirements,
EL-AIR Ameo Steel Electnc Co. phase-in plan.
Industrial Energy
Consumers
4193 EC92- FERC Louistana Public Gulf States Merger
21000 Service Commission Utilities/Entergy
ER92-806-000 Staff Cormp.
(Rebuttal)

J. KENNEDY AND ASSOCIATES, INC.
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Lane Kollen
As of January 2002
Date Case Jurisdict Party Utility Subject
9/93 93-113 KY Kentucky Industnal Kentucky Utilities Fuel dlause and coal contract
Utility Customers refund.
9193 92490, KY Kentucky Industrial Big Rvers Electric Disallowances and resttutan for
92-490A, Utilty Customers and Com. excessive fuel costs, llegal and
90-360-C Kentucky Attomey improper payments, recovery of mine
General closure costs.
1033 U-17735 LA Lousiana Public Cajun Electric Power Revenue requirements, debt
Service Commission Cooperative restructunng agreement, River Bend
Staff cost recovery.
1194 U-20647 LA Louisiana Pubiic Guff States Audit and investigation into fuel
Service Commission Utilities Co. clause costs.
Staft
4/94 U-20647 LA Louisiana Public Gulf States Nuclear and fossil unit
(Surrebuttal) Service Commission Utilities performance, fuel costs,
Staff fuel clause principles and
guigelines,
5/94 U-20178 LA Louisiana Public Louisiana Power & Pianning and quantrication 1ssues
Service Commussion Light Co. of least cost integrated resource
Staff plan.
9194 U-19904 LA Louisiana Public Guif States River Bend phase-in plan,
Initial Post- Service Commission Utilmes Co. dereguiated asset pian, capital
Merger Eamings St structure, other revenue
Review requirement Issues.
9/94 U-17735 LA Louisiana Public Cajun Electne G&T cooperative ratemaking
Service Commission Power Cooperative policies, exclusion of River Bend,
Staff other revenue requirement 1ssues.
1034 3905-U GA Geongia Public Southern Bell tncentive rate plan, eamings
Service Commission Telephone Co review.
Staff
1004 5258V GA Georgia Pubic Southem Bell Alternative regulation, cost
Service Commussion Telephone Co. allocation.
Staff

J. KENNEDY AND ASSOCIATES, INC.
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As of January 2002
Date Case Jurisdict Party Utility Subject
1184  U-19904 LA Louisiana Public Gulf States River Bend phase-in pian,
Initial Post- Semvice Commission Utilities Co. deregulated asset plan, captal
Merger Eamings Staff structure, other revenue
Review requirement issues.
(Rebuttal)
1184 UA7735 LA Lovisiana Public Capun Electne G&T cooperative ratemaking policy,
{Rebuttal) Senvice Commussion Power Cooperative exclusion of River Bend, other
Staff revenue requirement issues.
4195 R00043271 PA PP&L Industnal Pennsytvania Power Revenue requirements. Fossil
Customer Alliance & Light Co. dismantiing, nuciear
decommissioning.
6135 3905-U GA Georgia Public Southemn Bell incentive reguiation, affiliate
Service Commussion Telephone Co. transactions, revenue requirements,
rate refund.
6/95 U-19904 LA Louisiana Public Gulf States Gas, coal, nuclear fuel costs,
(Drrect) Semvice Commission Utilities Co. confract prudence, base/uel
realignment.
10/95 9502614 ™ Tennessee Office of BellSouth Affifiate transactions.
the Attomey General Telecommunications,
Consumer Advocate Inc.
10/95 U-21485 LA Louisiana Pubiic Guff States Nuclear O&M, River Bend phase-in
(Direct) Service Commission Utilibes Co. plan, baseffuel realignment, NOL
and AltMin asset deferred taxes,
other revenue requirement issues.
1185 U-19904 LA Louisiana Public Gulf States Gas, coal, nuclear fuel costs,
(Surrebuttal) Service Commission Utilites Co. contract prudence, baseffuel
Diwision realignment.
1185 U-21485 LA Lousiana Public Gulf States Nuclear O&M, River Bend phase-in
(Supplemental Direct) Service Commission Utilities Co. plan, baseffuel realignment, NOL
12095 U-21485 and AMin asset deferred taxes,
(Surrebuttal) other revenue requirement issues.

J. KENNEDY AND ASSOCIATES, INC.
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As of January 2002
Date Case Jurisdict. Party Utility Subject
1/96 95-299- OH Industrial Energy The Toledo Edison Co. Competition, asset wrteoffs and
EL-AIR Consumers The Cleveland revaluaton, O&M expense, other
95-300- Electric revenue requirement 1ssues.
EL-AIR Ifuminating Co.
2/96 PUC No. > Office of Public Central Power & Nuclear decommissioning.
14967 Utility Counsel Light

5/96 95485LCS NM City of Las Cruces E! Paso Electric Co. Stranded cost recovery,

municipalization,

7196 8725 MD The Maryland Battimore Gas Merger savings, tracking mechanism,
Industrial Group & Electric Co., eamings shanng plan, revenue
and Redland Potomac Etectric requirement 1ssues.

Genstar, inc. Power Co. and
Constellation Energy
Comp.
9196 U-22092 LA Louisiana Public Entergy Gulf River Bend phase-in plan, baseffuel
11796 U-22092 Service Commission States, Inc, realignment, NOL and AltMin asset
(Surrebuttal) Staff deferred taxes, other revenue
requirement issues, allocation of
reguiated/nonregulated costs.

10/96 96-327 KY Kentucky Industrial Big Rivers Emaronmental surcharge
Utility Customers, Inc. Electnc Comp. recoverable costs

297 R-00973877  PA Philadelphia Area PECO Energy Co. Stranded cost recovery, regulatory
Industnal Energy assets and habiiities, intangible
Users Group transition charge, revenue

requirements.

397 96-489 KY Kentucky Industnal Kentucky Power Co. Environmental surcharge recrverable
Utility Customers, Inc. costs, system agreements,

allowance nventory,
junsdictonal allocation.

6/97 T0-97-397 MO MCI Telecommunications Southwestem Bell Price cap regufation,

Comp., Inc., MCImetro Telephone Co. revenue requirements, rate
Access Transmission of retum.
Services, Inc.

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict. Party Utility Subject
6/97 R-00973953  PA Philadelphia Area PECO Energy Co. Restructuring, dereguiation,
Industrial Energy stranded costs, regutatory
Users Group assets, liabilies, nuclear
and fossil decommissioning.
7197 R00973954 PA PP&L Industrial Pennsyivania Power Restructuning, deregulation,
Customer Alliance & Light Co. stranded costs, regulatory
assets, liabilities, nuclear
and fossil decommissioning.
797 U-22092 LA Louisiana Public Entergy Gulf Depreciation rates and
Service Commission States, Inc. methodologies, River Bend
Staff phase-in plan.
8197 97-300 KY Kentucky Industrial Louisville Gas Merger policy, cost savings,
Utiiity Customers, Inc. & Eiectnc Co. and surcredit shanng mechanism,
Kentucky Utilies revenue requirements,
Co. rate of retum
8/7 R-00973354  PA PP&L Industrial Pennsylvania Power Restructuring, deregulation,
(Surrebuttal) Customer Alliance & Light Co. stranded costs, regulatory
assets, liabiliies, nuclear
and fossil decommissioning.
1017 97-204 KY Alcan Aluminum Corp. Big Rivers Restructuring, revenue
Southwire Co. Electric Comp requirements, reasonabieness
1097  R-974008 PA Metropolitan Edison Metropolitan Restructunng, deregulation,
Industrial Users Edison Co stranded costs, regulatory
Group assets, liabilities, nuclear
and fossil decommissioning,
revenue requirements.
1097 R-974009 PA Penelec Industrial Pennsyivania Restructunng, deregulation,
Customer Alliance Electnc Co. stranded costs, regulatory
assets, liabilibes, nuclear
and fossil decommissioning,
revenue requirements.
187 97-204 KY Alcan Aluminum Corp. Big Rivers Restructunng, revenue
(Rebuttal) Southwire Co Electric Comp. requirements, reasonableness

of rates, cost aflocation.

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict Party Utility Subject
1197 U-22491 LA Louisiana Pubiic Entergy Gulf Aliocation of regulated and
Service Commission States, inc. nonregulated costs, other
revenue requirement issues.
1187 R-00973953 PA Philadelphia Area PECO Energy Co. Restructunng, deregulation,
{Surrebuttal) Industnal Energy stranded costs, regulatory
Users Group assets, liabilities, nuclear
and fossil decommissioning.
1197 R-973981 PA West Penn Power West Penn Restructunng, deregulation,
Industrial Intervenors Power Co stranded costs, regulatory
assets, habilties, fossil
decommissioning, revenue
requirements, securitization.
1187 R-974104 PA Duguesne industrial Dugquesne Light Co. Restructunng, deregutation,
Intervenors stranded costs, regulatory
assets, habilities, nuclear
and fossit decommissioning,
revenue requirements,
securitization.
12/97 R-973981 PA West Penn Power West Penn Restructuring, dereguiation,
(Surrebuttal) Industnal Intervenors Power Co. stranded costs, regulatory
assets, habilities, fossil
decommissioning, revenue
requirements.
1207 R-974104 PA Duquesne Industnal Duguesne Light Co. Restructuring, dereguiaton,
(Surrebuttal) Intervenors stranded costs, regulatory
assets, liabifities, nuclear
and fossil decommussioning,
revenue requirements,
securitization.
1/98 U-22491 LA Loussiana Public Entergy Gulf Allocation of regtlated and
(Surrebuttal) Service Commission States, Inc. nonreguiated costs,
Staff other revenue
requirement ISsues.
2/98 B774 MD Westvaco Potomac Edison Co. Merger of Duguesne, AE, customer

safeguards, savings shanng.

J. KENNEDY AND ASSOCIATES, INC.
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Lane Kollen
As of January 2002
Date Case Jurisdict Party Utility Subject
3198 U-22092 LA Louisiana Public Entergy Guif Restructuring, stranded costs,
{Allocated Service Commission States, Inc. requiatory assets, securtization,
Stranded Cost Issues) Staff regulatory mibgation.
3198 8390-U GA Georgia Natural Atlanta Gas Restructuring, unbundiing,
Gas Group, Light Co. stranded costs, incentive
Georgia Textile regulation, revenue
Manufacturers Assoc requirements.
3798 U-22092 LA Louwisiana Public Entergy Gulf Restructunng, stranded costs,
(Aliocated Service Commission States, Inc. regulatory assets, securitization,
Stranded Cost Issues) Staff regulatory mitigation.
(Surrebuttal)
10/98 97-596 ME Maine Office of the Bangor Hydro- Restructuring, unbundling, stranded
Public Advocate Electnc Co. costs, T&D revenue requirements.
10198 9355V GA Georgia Public Service Georgia Power Co. Affiliate transactions.
Commussion Adversary Staff
10198 U-17735 LA Louisiana Public Cajun Electric G&T cooperative ratemaking
Service Commission Power Cooperative policy, other revenue requirement
Staff 1ssues.
11798 U-23327 LA Louisiana Public SWEPCO, CSW and Merger policy, savings shanng
Service Commussion AEP mechanism, affiliate transaction
Staff conditions.
12/98 U-23358 LA Louisiana Public Entergy Guff Allocation of regulated and
(Direct) Service Commission States, Inc. nonregulaled costs, tax issues,
Staff and other revenue requirement
1Ssues.
1208 98-577 ME Maine Office of Mame Pubiic Restructuring, unbundiing,
Public Advocate Service Co. stranded cost, T&D revenue
requiIrements.
198 98-10-07 CcT Connecticut Industnal United lliuminating Stranded costs, nvestment tax

Energy Consumers

Co.

credits, accumulated deferred
income taxes, excess deferred
income taxes.

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict Party Utility Subject

389 U-23358 LA Louisiana Public Entergy Guif Allocation of regulated and
(Sumrebuttal) Service Commission States, inc. nonregulated costs, tax issues,

Staff and other revenue requirement
issues.

3199 98-474 KY Kentucky Industrial Loussville Gas Revenue requirements, altemative
Utility Customers and Electric Co. forms of regulation.

3199 98426 KY Kentucky industnal Kentucky Utilities Revenue requirements, altemative
Utility Customers Co. forms of regulation.

3/9 99082 KY Kentucky industnal Louisville Gas Revenue requirements,

Utility Customers and Electric Co.

399 99083 KY Kentucky Industnal Kentucky Utilities Revenue requirements.
Utility Customers Co.

4199 U-23358 LA Louisiana Public Entergy Gulf Allocation of reguiated and
(Supplemental Service Commussion States, Inc. nonregulated costs, tax issues,
Sumrebuttal) Staft and other revenue requirement

ISSUes.

4199 99-03-04 CcT Connecticut Industrial United Hlluminating Regulatory assets and liabilities,
Enemgy Consumers Co. stranded costs, recovery
mechanisms.

4199 990205 cT Connecticut industrial Connecticut Light Regulatory assets and habilibes
Utilty Customers and Power Co. stranded costs, recovery
mechanisms.

5/9 98-426 KY Kentucky Industnal Louisville Gas Revenue requirements.

99.082 Utility Customers and Electric Co.
(Addrbonal Direct)

5/9 98-474 KY Kentucky Industnal Kentucky Utilities Revenue requirements.

99083 Utility Customers Co.
(Addrtonal
Direct)

5/09 98426 KY Kentucky Industnal Louisville Gas Altemative reguiation.
98474 Utility Customers and Electric Co. and
(Response to Kentucky Utibes Co.

Amended Applicabions)

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict Utility Subject
6/99 97-596 ME Matne Office of Bangor Hydro- Request for accounting
Public Advocate Electnc Co. order regarding electric
industry restructunng costs.
6/9 U-23358 LA Louisiana Public Entergy Guif Affikate transactions,
Public Service Comm States, Inc. cost allocations.
Staff
799 99-03-35 CcT Connecticut United lluminating Stranded costs, regulatory
Industrial Energy Co. assefs, tax effects of
Consumers asset divestiture,
7199 U-23327 LA Louistana Public Southwestemn Electric Merger Settiement
Service Commuission Power Co., Central Stipulaton.
Staff and South West Corp,
and American Electric
Power Co.
7199 97-5%6 ME Maine Office of Bangor Hydro- Restructuring, unbundling, stranded
(Surrebuttal) Public Advocate Electnc Co. cost, T&D revenue requirements.
7199 98-0452- Wva West Virginia Energy Monongahela Power, Regulatory assets and
E-GI Users Group Potomac Edison, liabilibes.
Appalachian Power,
Wheeling Power
8199 98-577 ME Maine Office of Maine Public Restructunng, unbundling,
(Surrebuttal) Public Advocate Service Co stranded costs, T&D revenue
requirements
8/98 98-426 KY Kentucky Industrial Kentucky Utilibes Revenue requirements.
99-082 Utility Customers Co.
(Rebuttal)
8/99 98474 KY Kentucky Industrial Louisville Gas Altemative forms of regufation.
98083 Utilty Customers and Electne Co. and
(Rebuttal) Kentucky Utiliies Co
8199 98-0452- Wva West Virginia Energy Monongahela Power, Regulatory assets and
E-Gl Users Group Potomac Edison, liabilibes.
{Rebuttal) Appalachian Power,
Wheeling Power

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict Party Utility Subject
1088  U-24182 LA Louisiana Public Entergy Gulf Allocation of regulated and
(Direct) Service Commussion States, Inc. nonregulated costs, affiliate
Staff transactions, tax issues,
and other revenue requirement
1SSUes.
1R 21527 B¢ Dallas-Ft Worth TXU Electric Restructunng, stranded
Hosprtal Council and costs, taxes, secuntization.
Coalition of Independent
Colieges and Universities
1189  1)-23358 LA Louisiana Public Entergy Gulf Service company affiliate
Sumebuttal Service Commission States, Inc. transachion costs.
Affilate Staff
Transachons Review
04/00 99-1212-EL-ETPOH Greater Cleveland First Energy (Cleveland Historical review, stranded costs,
99-1213-EL-ATA Growth Association Electnc llluminating, regulatory assets, liabilibes.
99-1214-EL-AAM Toledo Edison}) .
01/00 U-24182 LA Loursiana Public Entergy Gulf Allocation of regulated and
(Surrebuttaf) Service Commussion States, Inc nonreguiated costs, affiliate
Staff transactions, tax issues,
and other revenue requirement
issues.
05/00  U-24182 LA Louisiana Public Entergy Guff Affiliate expense
(Supplemental Direct} Service Commission States, inc. proforma adjustments
Staft
05/00 A-110550F0147 PA Philadeiphia Area PECO Energy Merger between PECO and Unicom,
Industrial Energy
Users Group
07/00 22344 X The Dallas+ort Worth Statewide Genenc Escalation of O&M expenses for
Hosprtal Councit and The Proceeding unbundled T&D revenue requirements
In projected test year.
Coalition of Independent
Colleges and Universities
0BO0  U-24064 LA Louisiana Public CLECO Affiliate transaction pncing ratemaking

Service Commission
Staff

pnnciples, subsidization of nonregutated
dffiliates, ratemaking adjustments.

J. KENNEDY AND ASSOCIATES, INC.
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As of January 2002

Date Case Jurisdict Party Utility Subject

1400 PUC 22350  IX The Dallas-Ft Worth TXU Electric Co Restructunng, T&D revenue
SOAH 473-00-1015 Hosprtal Council and requirements, mrtgation,

The Coalition of regulatory assets and liabilites
Independent Colleges
And Universities

10/00 R00974104 PA Duquesne Industnal Duguesne Light Co. Final accounting for stranded

(Affidawt) Intervenors costs, including treatment of
auction proceeds, taxes, capral
costs, switchback costs, and
excess pension funding.

11100 P-00001837 Metropoltan Edison Metropolitan Edison Co. Final accounting for stranded costs,
R-00974008 Industnal Users Group Pennsylvanta Electric Co. including treatment of auction proceeds,
P-00001838 Penelec industnal taxes, regulatory assets and
R-00974009 Customer Aliance liabilities, transaction costs

12/00 U-21453, LA Louisiana Public SWEPCO Stranded costs, reguiatory assets.
U-20925, U-22092 Service Comrmission
(Sumebuttaf) Staff

01/01 U-24993 Louisiana Public Entergy Gulf Allocation of regulated and
(Direct) Service Commission States, Inc. nonregulated costs, tax issues,

Staff and other revenue requirement
ISSUES.

01/01 U-21453, U-20825 Louisiana Public Entergy Gulf industry restructuring, business
and U-22092 Service Commission States, Inc,. separation plan, orgamization
{Subdocket B) Staff structure, hold harmiess
{Surmrebuttal) condrtons, financing.

0101 CaseNo. KY Kentucky Industrial Louisvilie Gas Recovery of environmental costs,
2000-386 Utility Customers, inc & Electne Co. surcharge mechanism

010 CaseNo. KY Kentucky Industrial Kentucky Recovery o1 environmental costs,
2000-439 Utility Customers, Inc. Utilites Co. surcharge mechanism.

0201 A-110300F0095 PA Met-Ed Industnal GPY, Inc, Merger, savings, reliability.

A-110400F0040 Users Group FirstEnergy
Penelec industrial

Customner Alliance

J. KENNEDY AND ASSOCIATES, INC,
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Date Case  Jurisdict Party Utility Subject
0301  P-00001860  PA Met-Ed Industrial Metropolrtan Edison Recovery of costs due to
P-00001861 Users Group Co and Pennsyivania provider of fast resort obiigation.
Penelec Industrial Electnc Co.
Customer Alliance
04/01  U-21453, LA Louisiana Public Entergy Gulf Business separation plan:
U-20925, Public Service Comm. States, Inc. settiement agreement on overall plan structure.
U-22092 Staff
(Subdocket B)
Settlement Term Sheet
0401 U-21453, LA Louisiana Public Entergy Guif Business separation plan:
U-20925, Public Service Comm States, inc. agreements, hold hamnless conditions,
U-22092 Staff separations methodology.
(Subdocket B)
Contested [ssues
0501  U-21453, LA Louisiana Public Entergy Gulf Business separation pian:
U-20925, Public Service Comm States, Inc. agreements, hold harmless conditions,
U-22092 Staff Separations methodology.
{Subdocket B)
Contested Issues
Transmusston and Distribution
{Rebuttal)
07/01 U-21453, LA Louisiana Public Entergy Guif Business separation plan: settlement
U-20925, Public Service Comm States, inc. agreement on T&D tssues, agreements
U-22092 Staft necessary to implement T&D separations,
(Subdocket B} hold harmless conditions, separations
Transmission and Distribution Term Shest methodology.
10101 14000-V GA Georgia Public Georgia Power Co, Review requirements, Rate Plan, fue!
Servie Commission clause recovery.
Adversary Staft
1101 143111 GA Georgia Public Atlanta Gas Light Co. Revenue requirements
Service Commission
Adversary Staff

J. KENNEDY AND ASSOCIATES, INC.
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Florida Power & Light Company
Docket No. 001148-E1

SFHA Fourth Set Intetrogstories
Isterrogatory No. 42

Pagelofl

Q.

Refer to MFR Schedule B-26 page 1 lines 15-27 regarding the adoption and changes in
accounting for pension expense. Please provide a schedule detailing the history of the prepaid
pension asset included in account 186.190, including any offsetting accumulated deferred income
tax amounts by FERC account. For each year, commencing with 1993, cited as the year in which
this change was implemented, through 2002, provide the beginning balance of the prepaid
pension asset, increases or decreases for the year, and the ending balance. Reconcile the increases
or decreases for cach year to the Company's pension expense for that same year.

A.
Sec antached schedule.

R. 11395



South Flaride Hoepital Healthcare

Inlerrogatory 842
History of Acct. 198.190 - Prapaid Pension Asset

Years anding 1803 theough 2002 (1)

1983 1994 1908 1996 1997 1998 1999 2000 2001 2002 (1)
Begining balance 19,542 (329) 11,637 25,060 4335 112,110 173331 26270 371180 | 473902
Penaion expense 14,592 11.968 18,726 18.285 68,757 9,628 89460 108381 101,895 109 79¢
Adustments (34.469) (2) (5.204) (2) { 8,406} (2)
£nding balance (329) 11,637 25060 4350 210 1 33n 202799 371,180 47075 583,700
Delerred Tax Balances Accounts 282 and 283 127 (4.489)  (9.670) (16.724)  (3.247)  (16.882) (101,375)  (143,182) (182.468) (225.142) K

NO2YY JO KIO)SIp
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Q.

Re: Testimonv and Exhibits of Steven E. Harris

Docket No. 001148-El
L. Kollen Exhibit No. ___ (LK-3)
Response to SFHA Interrogatory No. 123

Florida Power & Light Compan)
Docket No. 0011<48-El

SFHA Eighth Set of Interrogatories
Interrogatory No. 123

Page 1of 1

With respect to hurncanes at levels SS | through SS 35, please state the probability of each

occurning during the year. Please also state the number of years between expected occurrences at
each hurmricane level.

A

Refér'to Document SPH-1 Section 11, Reference 1. The following tabie of likelihood of landfall

1S provided:

Table 2
ANNUAL PROBABILITY OF LANDFALLING STORMS

Region SSi1 l SSi2 SS13 SSt4 SSi5
Westem (Manatee through Coliter) 3.3% 2.0% 2.1% 0 4% negiigibie
Southeastern (Dade/Broward/Paim 4.8% 5.3% 8.3% 2.4% T 0.4%
Beach)
Northeastern (Marun and north) 2.8% 2.8% 1.6% 0.5% 0.2%

The recurrence interval for the storm landfail probabilities provided in Table 2 above is:

Annual Recurrence
Probability interval
(years)
0.2% 500
0.4% 250
0.5% 200
1.6% 63
2.0% 50
21 °/o 48
2.4% 42
2.8% 36
3.3% 30
4.8% 21
6.3% 16

R. 11397
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Q.

Re: Testimonv and Exhibits of Steven E. Harris

Separately for hurncane levels SS | through SS 3, please
the form of Table 9-2.

A.
These analyses were not performed as part of the study.

Docket No. 001148-El
L. Kollen Exhibit No. ___ (LK-4)
Response to SFHA Interrogatory No. 124

Florida Power & Light Compan:
Docket No. 001148-E1

SFHA Eighth Set of Interrogatories
Interrogatory No. 124

Page 1 0f 1

calculate exceedence probabilities in

R. 11398
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L. Kollen Exhibit No. __ (LK-5)
Storm Damage Fund Reserve - Actual and Projected

Florids Power & Light Company
Docket No. 001143-EI
SFHA Fourth Set Interrogstories

Interrogatory No. 38
Pagelofl

Plcagc provide a 6 year history of the storm damage fund reserve, consisting of actual amounts
for 1997-2001 and projected amounts for the 2002 test year. Separately show for each year the
beginning balance of the reserve, expense accruals, write-offs (charges), and ending balance of
the reserve. Provide the requested amounts on a jurisdictional basis.

A

(1) (2)] (3) M (8) (9
Mark-to- Adjusted
Storm Costs Ending Market Ending
Contributions/ Fund harged tc Reserve djustment Reserve

Year| Expenae _arnings Reserve Balance [FAS 115) Balance
Actual

1996 221,244 1,333 222,577

1997 20,300 10,840 1,117 251,267 1,177 252,445

1998 20,300 12,459 27,554 | 256,472 2,116 258,588

1999 20,300 9,451 67,824 218,299 (2,820) 215,579

2000 20,300 9,07% 17,566 230,208 (1,076) 229,132

2001 20,300 11,388 27,208 234,687 640 235,328 )

...-/B re ¢S = T I

Projected
000 (actual) 230,208 {(1,076) 229,132

2001 {a) 20,300 9,596 (b) 260,104 1,399 261,504

2002 50,300 10,221 {b) 320,625 1,399 322,025

(a) five months actual, seven months projected

(b) the number and costs of storms are too unpredictable to predict.
See MFR C-9 (account 924) for the jurisdictional factor applicable to the annual expense accrual.

See MFR B-7 for the jurisdictional factor applicable to the reserve balance. Note- the storm and
property damage reserve is a funded reserve which is excluded from rate base (see MFR B-4).

R. 11399



Docket No. 001 148-EI
L. Kollen Exhibit No. __ (LK-6)

- Operating Expenses - Budgeted and Actual

Florida Power & Light Company
Docket No. 001148-El

SFHA Fifth Set of Interrogatories
Interrogatory No. 57

Page 1 of 1

Q.
Please compare your operating budget by year established in advance for fiscal years 1998, 1999,

2000 and 2001 with the actual results of operations experienced during such respective penods.

A.

(S in miliions)
1988 1883 2000 2001

Expenses: Actual Plan Actual Plan Actus! Plan Actual Plan
Fuel and Purchasad Power $2175 $ 2244 §$2232 $2191 $2511 $§2253 § g S WEN
Base O&M 1,088 1,080 1,026 1,072 939 1,034 s -
Depraciation and Amortization 1,249 1.078 989 1,263 875 924 aa
Taxes 952 945 959 928 975 958 ! s
Other, primanly interest 2B§ 293 233 - 246 256 255 e

$ 5750 S 5650 §$ 5439 $ 5700 $ 5716 § 5434 § s Ul

(Actuals - Babka)
(Plan - Beilhart)

The information requested for 2001 is confidential and will be made available for inspection at
FPL's General Offices at 9250 West Flager Street, Miami, Florida 33174 during normal
business hours pursuant to a mutually satisfactory confidentiality agreement or protective order.

R. 11400



Docket No. UU1148-k1
-. L. Kollen Exhibit No. ___ (LK-7)
Response to SFHA
Interrogatory Nos. 98 & 99
Page 2 of 2

Florida Power & Light Company
Docket No. 001148-E1

SFHA Eighth Set of Interrogatories
Interrogatory No. 99

Page 1 of 1

Q.
Re: Testimony and Exhibits of John G. Shearman

Please quantify in Mr. Shearman's opinion the amount of increase in net profits that FPL enjoved
during the period 1999- April 1, 2002 as a result of FPL's lower costs and efficiency
enhancements. Please provide your workpapers and supporting documents and describe how you
went about calculating the amount.

A.
FPL objects to this interrogatory as it seeks analyses that have not been performed. or data that
have not been collected with the preparation of the FPL witnesses testimony.

R. 11402
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NEW PLANT ENTRY PRICE Docket No. 001 148-E1
L. Koilen Exhibit No. ___{LK-10)
Sanford Comparisons
- Page 1 of 17
Alematives; ReF-ower )
PFM Urm 182 Escalstion
|_L CONSTRUCTION {1000] 1997 § Holes. 1 S4nid Sais Prce muras$s 19k She Derme
A [PermeEngF et (morne) ) nd $1 6N Book Vakue! 1998 )
” {Construchon Phese (months) 0
C {Prowect Tots tmons) 4 2 $15005 1D be mausd m 1597 PO
3 Al other numbers have not bean
D fLannt (31.681) 1 wsscelond
€ |Mstoneis $281,.802 2
F |Labor & Equrpment 375.4%0
G |Total Drect Cost j =L, ¥ 7o ]
H |Consy ucton Inderecs ]
1 [Lcensng 35,000
J |Prosect Support $5,000
K_|Comngency $20.000
L |Tow ncwect Cost 330 008
M |3AW Net Sumeer 2n
N 1SAKW Net Wirter 1258
© |Fusl Bxpanson 36,000
P [Trensmason Expenscn 323,000
Q |Rairoeg & Cars L
R |7otal Other Cost $23 090
S |Grand Tomi Cast HUATA
T ]SAKW Net Summer 26
U |IXW Net Wirser 278
¥__PLANT CHASACTRRISTICS
V |Net Sum 95FCapebiity (mw) 1,400
W [N 7SF Capability (mw) 1.508
Net S6F CapsbMy { 1,541
X |Heat Rute btuAovh S5F 100% Load HHY 6.0
Y [“emt Qute Ltyiowh 75F 100% Load HHV 6818
Y1 [est Rms btwiowh TSF 75% Load MMV 6.990
Y2 [Heat Rt ttwtowh T5F S0% Load HHV 7.630
Z (Heat Rate btsfewts S9F 100% Load HHV 6.783
AA JEquiv. Avel % %
88 [Schad Outage (wisyr) 15
CC |Equiv Forced Outage 1.0%
M. OPERATION
00 | Total ObM (mwrvyr) 4
EE {{rermove SMM kr sxisting fest cost
FF jtor Hepower only)
GG [Capaad Repiace (Smmiyr) 3
V. smomom
H Yeur § [ ]
[ Year § )
N Your 4 $1.058
(4 Year 3 2,92
u Your 2 3$193,190
[ ] Year { f vl ¥ 4]
Y. m-,
NN
HNow NOC
Fusl - Notwrsl Ges
AFUDC Adder
OO0 | Equapment TF +o®
6CT 3 8RS0
PP {Cooing ntaka/Onchergs
QQ|SCRY Lo
RR

IRP_Repower PFM 11296ESC

60005013

R. 11405



1998
New Generation Altamatves
16 17 18 19
ternatives: 400 PC 400 PC 200 SC 500 CC - Fee
Greenfield Martin Exist Site - ‘G* Greenfield
_L CONSTRUCTION {1000} 1968 §
A |PermilEng/Fab (months) 36
8
D $ $ - $ $
E |Matenats $ 22600018 224000 S $
F {Labor & Equipment $ 104,0001$ 1040001 $ $
G |Total Direct Cost $ 33121018 328,000 | ¢ $
H |Construction Indirects $ . H - $ - s -
I |Licensing $ 6000j8 550018 4001|$ 3.200
J [Project Suppont $ 4220|3% 36161 $ 1.09 | § 2.700
K |Contingency $ 0557|$ 8793}$ 249 1 § 6,644
L |Total indirect Cost §$ 2087718 17915]% 1.739 | $ 12,744
M |S/KW Net Summer $ 830 | $ 8651 $ 2511§ 374
N |S/KW Net Winter s 87318 860 | $ 2181 $ 46
O |Fuel Expansion S . $ - $ 2001 % 4,000
P |Transmission Expansion $ 13,000
Q {Raimad & Cars $ 8000]|$ 800G - $ -
R |Total Other Cest $ B8000|% 8.000| § 20018 17,000
[~y - SR

Net Win 75F Capability (mw)

‘_(LK-IO)

Net Win 59F Capabiity (mw)
[ R - D0h N 23 LU O%o LT #ir i el S
Y |Heat Rate biukwh 75F 75% 9,600 9,600
Z |Heat Rate btukwh 75F 50% 10,100 10,100
AA |Equiv. Avail. % 9% 7%
BB | Sched Ouage {wksir) 1.0 1.0
Equiv Forced Outage 1.
liL._OPERATION
EE |Fixed ($/xw - yr)
FF {Vvariable (exd. fuel) ($/mwh) . 1.603 0.295 0 405
GG |Capital Regiace (Smm/vr) 3. 3.00 1.50 2.30
1Y, SPENDING CURVES
HH Year6 $ 1440|8% - s s -
[ _Years $ 720|s 6724|8 -1s .
N Yeoar 4 $ B8642|8 Bag4l S -1$ 780
KK Year3 $ 61925|s 62643(8 -ls 1,365
w Year 2 $ J7944|8 0962658 17620 | 8 90,844
MM Year 1 $ 182524 |8 179,799 | 8 RT21% 101.956
Y., NOTES: $ 360,087 |$ 323915($ 53,341 § 194,944
NN |Net MW change (summer) +400 +400 +200 +476
New NS | New NSC New NSC New NSC
Equipment Available
00 |Equipment PC PC 1€T-@° TF+s®
2CT82HRSGA1ST
PP |Cocling Tower Reservoir Existing Tower
QQ{SCRs yes - SCR - S5CR no no
{RP9BRO.XLERR |Back-p Fuel Adder s Papme Js 2.000| 8 2500 § 34603/98 4:24 PM
60005014 R-11406



LOCALL INO. VUL L 4d-L

. SUMMARY OF GENERATION ALTERNATIVES L. Kollen Exhibit No. __ (LK-1(
COST AND COMPETITION TEAM Sanford Comparisons
IRP 199R Page 3 of 17
New Generation Allematives
8 10 11 12 13 14 15
Alternatives: Repower Repower Repower 400 Ori 800 Or 400 CFB 400 CFB
PSN 3 PFM-1 PCU-£ Martin Martn | Greenfield Martin
L CONSTRUCTION (1000) 1698 §
A |PermitVEng/Fah (months) 24 a3 30
B |Construciion Phase (months) 21 30 27
eed O ) DT i Ry | St o S| k- e mﬁ
D |tand 3 - s - |s $ 1210(s .
E |Mareriats $ 95151|8 100735 S $ 224210|$ 224,210
F |Labor & Equipment $ 18132|8 29853{S $ 85586|% 95585
G |Total Direct Cost $ 113,283[$ 13058835 64,127 |$ 308000 |$ 580,000|$ J21,006 | $§ 315.796
H {Constructon indirects s 29738 32651 $ 1603 | $ - s - s - 1s -
| |Ucensing s 3.0001$ 3,000]8 4000|$ 85mf|$ 8500|8 5000|S$S 5500
J [Project Support $ 5.830 | § 40008 4000|8$ 3548|S$ 383%6|$ 4100|$ 3608
K |Contingency $ 13759]$ 84518 4424 |8 9482|$ 20683|8 10244]|8 8512
L |Total Indirect Cost $ 255628 18.716]S$ 14,0278 21530|8$ 33,029|$ 203443 17.620
M |$XW Net Summer $ so3|$ s4t}s 662 $ g24{s 766 | $ 8s3ls 844
N [SKW Net Winter s 422 |3 454 | $ sT9 | S B20| $ 76218 8491 8$ 839
O {Fue! Expansion $ $ 95000|% - |$ 16000($% 16.000|$ - 1s .
P |Tmnsmission Expansion
0 |Ralroad & Cars [ - 13 - 1s - |s - Is - |s soo0ols so000
R [Total Other Cost $ - |s 95000($ - |{$ 16.000]$ 16000|8 8.000|8% B.000
SR8 SN (S N2 32 303 7
U |9%XW Net Winter ] 422 |s 743 | 8 s79|$ 860] s 78218 869 ts 859 |
{1._PLANT CHARACTERISTICS
+ ¥ G S SRR Gl - -
v Net Win 75F Capabiiity (mw) 316 a16 130 401
W |Net Win 58F Capability (mw) az2s 329 135 402
R e s S o Ca Ty @ o DR T, SR e SRERGI] <
Y |Heat Rate btuAwh 75F 75% 7.619 7.619 7.320 10,004 . £.700
Z |Heat Rate btukwh 75F 50% 7.429 7,429 8,580 10,384 10 354 19,200 10,200
AA [Equiv. Aval. % 96% 5%, 95%
BB |Sched Outage (wka/yr) 13 1.6 1.6
CC |Equiv Foroed Outage 1.5% 2.0% 2.0%
lil._OPERATION
EE |Fixed ($4w - y1) 9.92
FF |variable (excl. fuel) (S/mwh) . ) 1.064 .
GG |Caphal Replace ($mmvyr) \ 2.10 2.10 1.00 2.00{ 3.00} 2.00 2.00
Y. SPENDING CURVES
HH Year 6 s - |s s - s - |s - |s 139 1s -
1 Year 5 - s - Is - 1s - |s s874]ls 106%4|5 668718 5872
W Year 4 3 263818 4642 |8 i485)|% 829a|s 15097|% 8284|% 8290
KK Year 3 $ 173568 30s38|s 9769 {% 61.850|8% 112596|$ 60,088|$ 61,829
Year 2 $ 59148|3% 104073|8 332948 s3984|$ 171006|% 95023]|% 193953
MM Year 1 $ 50704|$ 105051|8 33606]8 1755298 3195478 177.470]8% 175,471
| |V, NOTES: $ 138B45|8$ 244304|8 78,154 1% 345530|S 629,028 |$ 349350 |$ 345416
NN [Net MW change (surnmer) +276 +«Z76 118 +400 +800 +400 +400
' FronNSC | FromNSC | FromNSC | NewNSC | NewNSC | NewNSC | New NSC
incremental | Incremental | Incremental
Equipment Availabie
00 | Equipment F S veds A NA 1CFB 1cF8
2CT&2HRSG] 2CTA2HRSG | 1CT & 1HRSG
PP |Cooling Existing Existng Existing Reservolr | Reservolr Tower Reservoir
QQ|[SCRs no no no ] no yes - SNCR | yss - SNCR
AAPISRLXLE Adder $ 2500|8 Pogel3Z 15008 3000]18 3000)s 14584 g:24R0b
60005015 R. 11407
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SUMMARY OF GENERATION ALTERNATIVES

ARG V.

L. Kollen Exhibit No. __ (LK-10

WA ATV e

COST AND COMPETITION TEAM Sanford Comparisons
{RP 1998 _ Page4 of 17
New Generaton Altematives
1 1A 2 3 3A 4
Alternatives: 400CC-ATS | 400CC-ATS| 300CC-G | 400CC - ATS | 400 CC - ATS 0CC-G
Greenfield Greenfield Greanfieid Martin Martin Martin
LCONSTRUCTION (1000} 1908 §
A |PermitEng/Fab (months) 30 N K} 20 20 20
B IConstruction Phase (months) 22 2 2 18 19 19
@ Land $ 1,208 | § 129818 12981 S - - t -
E |Matenals s 125,000 | $ 1250001 $ 8R747 | § 123,0001 S 122,000 S 88,747
F {Labor & Equipment $ 3500018 3500018 25253 | § 35.0001 8 35,000 $ 25253
G |{Total Direct Cost s 161,298 | § 161,298 | § 115,298 | § 158,0001 § 158,000 | §¢ 114,000
4 |Construcuon indirects $ - s - $ - $ - $ - $
I |Ucensng $ 40001 4000 S 40001}8 3200)8 3200] 8 2
J |Project Support s 3,476 | $ 347618 34761 ¢ 270018 27001 $ 2.700
K {Contngency $ 8,439 |3 8439 | 8 6,139({ §$ 65561 8 65561 % 4,560
L {Total Indirect Cost $ 15915 | § 159151 § 13615 | 8 12,456 | § 12456 { § 10,460
M /KW Net Summer $ 42318 4231% 416 | 4071 S 407 | ¢ 402
N [SKW Net Winter $ 396418$ 96|83 373 |8 380\| 8 3801S$ 360
G {Fuel Expansion $ 12,000] $ 12,0001 8 10,000
P |Transmission Expansion
Q |Ralroad & Cars $ - $ - $ - $ - $ - $ -
R |Total Cther Cost $ - $ . $ - 3 12000 8 12,0001 S 10,000
= B CIEREISTY
40718 389
33
346
Heat Rate btukwh 75F 75% 6,768
Z |Heat Rate btukwh 7S5F S0% 6,970 6,729 7,389 €,.870 6,729 7.389
AA |Equiv. Avail. % 96% 96% 96% 96% 96% 96%
BB |Sched Outage (wksAT) 15 15 15 15 15 15
CC |Equiv Forced Outage 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
Fixed ($/xw - yr) . . . 431 43
FF |Variable (exd. tuel) (S$/mwh) 0.405 0 405 0.602 0.405 C.405 0.602
GG |Capral Replace (Smmyr) 2.30 2.30 2.30 2.30 2.30 2.30
V. SPENDING CURVES
HH Yoar6 s - s N - 1S A - |8 .
[} Year § - $ 709 | $ 708 |8 516 | ¢ - $ - $ .
RN Year 4 $ 1418 | $ 14181 ¢ 10318 73018 73018 538
KK Year 3 $ 30,126 | § 3,126 8 21915 | ¢ 127718 127718 841
(W Year 2 s 56,708 | $ 5670818 4125218 85024 | $ 85024 | § 62,658
MM Year 1 $ 88,252 | $ 8825218 64,1991 8 95424 | $ 95424 | $ 70.323
Y. NOTES: $ 17721318 17721318 128913 (| ¢ 182456 | § 182458 | § 134,460
NN [Net MW change (summer) +419 +418 +310 419 +419 +310
New NSC New NSC New NSC New NSC New NSC New NSC
Equipment Available 2003-2005 2006+ 2000+ 2003-2008 2000+ 2000«
00 |Equipmont ATS - °H* ATS - M @ ATS - W ATS - W a*
1CT & tHRSG| 1ICT & 1THRSG| 1CT & 1HRSG{ 1CT & 1THRSQ!| 1CT & 1HASA! 1CT & 1HRSG
PP {Cooling Tower Tower Tower Reservolr . Ressrvolr Resarvolr
QQ\ISCR's no no no no no no
HRPSAROIR.S! Adder s 3500)8 Paget|s 350018 3s00|s 3.@4/\5 4:24 5%

60005016

R. 11408
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SUMMAHY OF GENCAATIUN ALITERNALIVED
COST AND COMPETITION TEAM

LANCAGL 4VU, VWL 40 e,

L. Kollen Exhibit No. ___ (LK-10;

IRP 1997 Sanford Comparisons
) Page 7 of 17
I New Generation Altematives ]
7 8 Q 10 " 1 | 1z .
Alternatives: Repower Repower Repower Repower Repower 400 On EQO Or !
HotWind Box
PTF-1 PRV 2 PSN 3 PFM-1 PCU-§ Marun tlartn
_LCONSTRUCTION (1000} 1996 § )
A |PemmivEng/Fab (montns) 24 24 24 30 30 30 30
B |Construction Phase (months) 22 17 21 24 21 30 3C
D4 Jﬂjed‘ otarymonths)s % PO LTy e ﬁ"m m?ﬁ - STl 158 mm
|
D |Land $ - |8 - |8 - |5 - s - $ : $ -
E |Matenals $ 5,735} 8 528231 ¢ 85151 1% 100,735 ¢ 45934 | £ 202,000 | & 400.000

F |Labor & Eoupment $ 17696|s  10110f€  1e132]S  20853|§  18.193 | S 106.000 ! 180.000
G |Towal Direct Cost S 76,431} §S 63.033|8% 113283 S 130,588 | § 64,127 1§ 308.000} § 580.000
H | Construcuon Ingirects $ 1,917 8 2,043 |8 2,873 | & 3.265 | § 1,603 | § - $ -

I {Licensing $ 3.000]$% 300018 30008 3,0001| $ 40001 8 8500 | ¢ B.500
J |Project Support $ 4000 | & 5,788 | & 58301 % 40001 ¢ 400018 35461 ¢ 3.836
K [Contnoency S £B27[ S 81251 % 13.759 | § B451 | 4424 | ¢ 9482 | $ 20.693
L [Total inowect Cost S 15738 | & 18,956 | & 28562 | 8 18716 | § 14027 | & 21530 | & 33029
M |S/KW Net Summer $ 68314 $ 4101 § 503 1S 54115$§ 662} § 824 | S8 7686
N 1S/KW Net Winter $ 5801% 3631 S 4221 ¢ 454 | § 5791 ¢ B201| S 762
O |Fuel Expansion $ - $ - £ - $ 85,000 | § - $ 16000 % 16,000
P |Transmussion Expansion
Q |Railroad & Cars $ - $ $ - [ - s - s .

R [Total Otner Cost S - B - $ - s 95.000 | § - $ 16.000|% 16,000
=SR] (Grancti Ol C oSt AR e Tw S | S 3es 92,7 65,15 teS¥- 81,9894 S A% 1 38.645:(:S 3= 244,304 { S eS207 8:154|:S£345:530,4 S #629,029

Wﬂ‘ﬂﬂmfm&mm SIS 662 9 Fr 84| &mﬁq

U {1$/KW Net Winter 3 5801 § KIS 42218 7431 & 5791 ¢ B60 1 $ 782

1, PLANT CHARACTERISTICS
RETE| NetSum 25 ECapabity (mw) P Peeome] o S5 RNSSaea00 | ZEaes, 27 6] Fhetoy 2161 sy 167 ey 4 002 S gz BOON
W |Net Win 58F Capability (mw) 159 226 328 329 135 402 B804
%] HeatBate Drikwh755] 00% Load HHN BousE8.868: | 3omme7.615¢| Sazees 7370 | Bt 7 5701 AA-reey 5701 rers 0 6837 S0u800 6831

Y |Heat Rate btukwh 75F 75% 8,272 7.911 7.619 7.619 7.820 10,004 10,004
2 |Heat Rate btukwh 75F 50% 8.417 8.512 7.429 7.429 8,580 10.384 10,384
AA |Equiv. Avail. % 85% 96% 96% 95% 95% 97% 97%
BB |Sched Outage (wiks/yr) 1.6 1.3 1.3 1.6 1.6 1.0 1.0
CLC |Equiv Forced Outane 2.0% 1.5% 1.5% 2.0% 2.0% 1.0% 1.0%

1 R
EE |Fixed (S/kw - y1) 9.58 6.82 5.58 9.92 10.62 6.89
FF |Vanable (excl. fuel) {$/mwh) 0 623 0.819 0.620 1.064 1.671 1.585
GG (Capital Replace (Smmvyr) 1.00 1.00 210 1.00 2.00 3.00
IY. _SPENDING CURVES
HH Year 6 $ - s - s - $ 3 - 3 - $ -

il Year 5 $ 1,567 $ - s - $ . $ - s 874 |% 10,694
JJ Year 4 s 2212 % 1.558 ] ¢ 26381 ¢ 46421 % 1485} ¢ B.293 | $ 15,097
KK Year 3 $ 16,498 | ¢ 10.249 ] ¢ 17356 | $ 30,5384 & 9769|% 61850| 8 112,596
(B8 Year 2 $ 250701 § 349271 ¢ £9148 | $ 104,073 ¢ 33,294 |§ 93984 |8 171,096

MM Year 1 $ 46,822 | ¢ 35,285 | ¢ 59704 | & 105,051 | ¢ 336068 175529 $ 319,547
Y. NOTES: $§ 921691€ B1980|S 138B45|% 244304 | S  7B.154 | S 345530 | $ 629,029
NN |Net MW change (summer) +135 +200 +276 +27€ +118 +400 +800
From NSC New NSC From NSC From NSC From NSC New NSC | New NSC
incremental Incremental | Incremental | Incremental
OQ |Equipment VB4.3 ' “F* °F* VB4.3 N/A NA
1CT 1CT 81HRSG| 2CTA2HRSG | 2CT&ZHRSG| 1CT & 1HASG
PP 1Cooiing Existng Existng Existing Existng Extsung Reservolr | Reservoir
QQ|SCR's no no no no no no no
RR [Back-Up Fuel Adder $ 15001 § 25001 ¢ 25001 ¢ 3.0001 & 150018 3000}% 3,000
60005019
IRPS7R1.XLS Page 2 R. 11411 5/21/97 8:38 AM



SEPTEMBER, 1998

PRM PRELIMINARY

New Generation Ahematives

20 21
Alternatives: Repower Repower
PFM Unnt 182 PSN Untt 384
|_1. CONSTRUCTION (1000) 1998 §

A |Permi/Eng/Fab {(months) e 24

B |Construction Phase (months) 25 24
0| Project Total (months) 47 48

D |Lana 3 6a1)] § .

E |Matenals s 291,802 |'S 278,521

F |Labor & Equipment s 854501 § 77.075

G |Total Direct Cost $ 376,571 | § 356,596

H |Construction indirects $ - 3 -

I |Lcensing $ 5000 (8 5.000

J |Project Support s 500§ 5,000

K |Contnoency $ - $ 25.000

L [Total indirect Cost $ 10000 | § 35,000

M VKW Net Summer $ 263 | $ 266

N {S/KW Net Winter s 241t $ 244

O |Fuel Expansion $ 6000 | ¢ 2.000

P |Transmussion Expansion $ 26000( % 48,000

Q |Railroad & Cars $ - $ .

R |Total Other Cost H $ 50,000
TS| GraDIA Cal CoStor mor - ikr o o B 3 5 441,696,
33 QYN Surproer £ .77 - R 3 T 3278007

U |SAKW Net Winter $ 275

il. PLANT CHARACTERISTICS

| 5 ot 35°

NI NESOmESFCApabiny (W) - E S AT A

v |[Net Win 75F Capabilrty (rmw) 1,535 1,535

W {Net Win S9F Capabiltty (mw) 1, 1,605,
] BeatRAE D TSE100% Load HHV.- |7 7 56,185 . w8795
.Y |Heat Rate btwkwh 75F 75% 6.830 6,830

Z |Heat Rate btukwh 75F 50% 7.450 7,450
AA |Equiv. Avail. % 6% 96%
BB | Sched Outage (wks/AT) 1.5 1.5
CC |Equrw Forced Outage 1.0% 1.0%

. OPERATION
DRy TR BEM I - f o rr it e = e STRBAT2
EE |Fixed ($/kw - y1) 0.00/ 1.087
FF |Vanabie (excl. fuel) ($/mwh) - 0.370
GG |Capnal Replace (3mmAT) 0.00 12.67
IV. SPENDING CURVES
HH Year 6 3 - s -

H Year 5 3 5450 | ¢ -
JJ Year 4 $ 310421 ¢ 38,499
KK Year 3 $ 27471 | ¢ 239,884
L Yeat 2 $ 116.27 1 ¢ 122,620
MM Year 1 $ 38381 | ¢ 40,492

V. NOTES: $ 418571 | ¢ 441 5986
NN | Net MW change (summer) +953 +953
New NSC New NSC
Incrememal O&M | incremental O&M
Equipment Available 2002
OO |Equipment TFes" TFe+"
6CT&6HRSG 6CTREHRSG
PP [Cooling Busting Exasting
QQ|SCR's no no
| RR |Back-Up Fuel Adder $ - 1s -
Irp98r2 Page 1

60005021

Docket No. 001148-EI

o

L. Kollen Exhibit No. __ (LK-10)

Sanford Comparisons
Page 9 of 17
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SEPTEMBER, 1998 PRM PRELIMINARY
Docket No. 001148-EI

_ L. Kollen Exhibit No. ___(LK-10)

New Generation Ahematives Sanford Cﬂmparisons
20 21 Page 10 of 17
Alternatives; Repowe: Repowe

Simpie Cycie Simpse Cycle

PFM 1 CT SC PSN1CT SC
1. CONSTRUCTION (1000) 1998 §

Pernmit/Eng/Fab (months)

Construction Phase (months)

- |Proiect Total {months)

Lanc

Matenals

Labor & Eoupment

Total Direct Cost $ - s R

Construction Inairects

Licensing

Project Support

Contingency

Total indirect Cost [ L1 - ' ‘ @

S/KW Net Summer $ - |8 X 9 } & ,?8 TSV

$SKW Net Winter s

Fuel Expansion % s \c.> \'%\.LY(ECM

Transmussion Expansion |

Railroad & Cars

Total Other Cost

GrandJotal Cost - -

<] WKW-Net Summer-~.. -

/KW Net Winter

Il PLANT CHARACTERISTICS /

r{NetSumeSECapabiny (w) - ] - 348§ - . A5G
. {Net Win 75F Capability (mw) 163 163
W INet Win S8F Capabiity (mw) 17 172

*¥%. Heal-Raté btukwh=75SF100% Load HHV - 4.5 - 10,450_'{ - - 102450 -
Y |Heat Rate itukwh 75F 75% 11,280 11.280 | b) bR~ Qj\_ 33 F
Z |Heat Rate btukwh 75F 50% 13 500 12 500
AA |Equiv. Avail. %

BB | Sched Ouwtage (wks/hyr)
cC {Equwv Forced Outage
til. OPERATION
-DD{Total C&AM (mmAyr). - IR PR - N
EE |Fxed ($/kw - yT)

FF |Vanabie (excl fuel) ($/mwh)
GG |Caprtal Reptace {$mmwyrT)
V. SPENDING CURVES

vlolo volzzlrlx « — xfolmnmolo @ »

I o |
ity T}

HH ‘fear € s - $ -
i Year S 2 - $
JJ Year 4 S - 3 -
KK Year 3 s g
LL Year 2 g - 3
MM Year 1 $ - $
V. NOTES: $ . 3 -
NN |Net MW change (summer)
New NSC New NSC
Equipment Available 2002 2002
OO |Equipment TFes® TFes"
Simple Cycle Simpie Cycle
P |Cooting N/A N/A
4Q}SCR's no no
l IRR Back-Up Fuel Adder $ . [4 .
Irp98r3 Page 1 9/14/98 1:10 PM
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SEPTEMBER, 1998

PRM PRELIMINARY

I New Generauon Anematives [ 1
20 21
Alternatives: Repower Repowe’
l PFM Untt 1642 | PSN Unit 384
! CONSTRUCTION (1000) 1998 $
| A |Permt/Eng/Fab (months) 24
I B |Construction Phase (months) _— 2¢
O R R AR o AN mm&
D |Lanc 3 (6E1)| §
I E |Matenals 3 281,802 | ¢ 279521
= F jLabor & Equipment $ 85450 | ¢ 77.075
G |Totai Direct Cost H 376,571 | § 356,596
H |Construction inoirects s - LS -
‘I | jLicensing 3 50008 5 000
" | J |Project Suppor 3 5000 s 5.000
K |Contingency s . s 25.000
L [Totat indirect Cost s 10,000 } 3 35.000
M |S/KW Net Summer $ 263 | % 266
N |$/KW Net Winter £ 24118 244
O |Fuel Expansion l 3 €000 | % 2.000
P |Transrmussion Expansior. $ 26,000 8 48,000
Q |Railroad & Cars £ - s -
R |Totai Otner Cost $ 32,000 | % $0.000
SlenaTotalC oslea rer e | S B 1 B5 70 | S 44 1:595
SIKVY NetSTiime s e s e | S Qo265 1S T yeaMe 00T
E}ﬁSIKW Net Winter 13 26118 275

Il. PLANT CHARACTERISTICS

NEVSTI-C5F C ADabildy{rw) sr s

e 1470,

Net Win 75F Capabilty (mw) 1.535 1,535
Net Win 59F Capabilty (mw) 1.605 1.605
BESLREEbIKWhZSE1 0095 Cag HHV.E, A WA
€.830
Heat Rate btu/kwh 75F 50% 7.450

Equiv Avall %
Sched Outage (wks/yr)

C |Eoquiv Forced Outage

. OPERATION

| T OB O MMMy ) B e e R 15,

i -
v
w
[3
l/ Y |Heat Rate btu/kwh 75F 75%
Z
I =

0

. EE |Fixed (S/xw - yr)
FF
GG

Vanable (excl. fuel) (S/mwh) .
Capnal Replace (Smmuyr) oo 12 €7
| IV. SPENDING CURVES T
"HH S -
] Year & s 5450 | & -
I JJ Year4 s 31.042 | 38 49t
KK Year 3 s 227471 | 8 239.984
LL Year 2 g 116,227 | § 122.620
MM Year 1 3 38381 | § 40,492
I v NOTES: s 4185711 & 441,595
NN {Net MW change (summer) +953 +8953
New NSC New NSC
Incremental O&M | Incemental O&M
l Equipment Available 2002
Q0 |Equipment TF++" TFes+"
6CTA&BHRSG 6CTAGHRSG
l PP |Cooiing Existing Existing
: QQ|SCR's no no
RR |Back-Up Fuel Adder H s
I trp98r2 Page 1
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SEPTEMBER, 1298

PRM PRELIMINARY

New Generalion Altematives

|

| 20 |

Alternatives:

f. CONSTRUCTION (1000} 1998 §

Permit/Eng/Fab (montns)
Construction Phase (months)

SN TR T
ETOTeCiol Cra (MO ) A e |

Repower

Simple Cycie
PFM 1 CT SC

Repower

Simpte Cycie
PSN 1CT SC

Lanc
Matenais
Labor & Eauipment

|Tota! Direz: Cost

"
.

“"»
'

Canstrucuon inowects
Licensing

Project Support
Contingency

Total inarect Cost

S/KW Net Summer
SKW Net Winter

" Al in

" ”n]
.

Fuei Expansion
Transrmission Expansion
Railroad & Cars

:UO'UOZRT"ZL—IC)'anK(am)

TGial Other Cost

<

£

3
SeREEINTT

SSATIIOER

i
v
w
I IE| HEstRate bl /kwhiy SE100%:o2d HHV
Y
Z
I AR

FLTA | SIKW:Nel:Surime =% S | SR AT E
U |S/KW Nel Winter s - £ -
Il. PLANT CHARACTERISTICS
ST O ECAPab Ity (T 2ok A DK o )]
Net Win 75F Capabiltty (mw) 163 |{ 163
Net Win 5§SF Capabilty (mw) 172 172
| e 10 50| e 04 505
Heat Rate btu/kwh 75F 75% 11.280 11,280
Heat Rate btu/kwh 75F 50% 12,500 12.500
Eouw. Avail %
BB |Scheg Outage (wksfyr)
CC |Equrv Forced Qutage
lll. OPERATION
I R AN i P e L e e S e
EE |Fixed ($/kw - yr)
FF IvVanabie (excli. fuel) (S/mwh)
GG |Capnal Replace (Smavyr) |
IV_SPENDING CURVES i
HH Year € $ 3
H Year £ S - 3 .
JJ Year & s - < -
KK Year 3 b3 - 3 -
LL Year 2 $ < -
MM Year 1 $ € -
V___NOTES: 3 < -
NN [ Net MW change (summer)
New NSC New NSC
Equipment Available 2002 2002
2C |Equipment TF+e" TE++"
Simpie Cycle Simpie Cycle
PP |Cooling N/A N/A
QQ|SCR's no no
RR |Back-Up Fue! Adder s $
IrpS8r3 Page 1
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New Generation Altematives I r ] l
I 3 | 15 2c | 21 | gt
Alternatives: | 200SC 500 CC - Fee Repowe! Repower Retowe-
Exist Site - “G” Greenfieid PFM Unit 162 | PSN Unrt 384 | PSN Unr 352
l. CONSTRUCTION (1000) 1998 §

A JPermi/Eng/Fab (months) € 24 22 24 24

B |Construction Phase (months) € 24 28 24 22
Lo P G D et g L R e e ket S ERRO oy | oo siata fh Sheopan i i §

D jLanc < - ]S 1,200 | § (681)] € -t -

E |Matenais s 420se | s 120,000 | ¢ 281,80z | & 2768211 8 ZTEED

F |Labor & Equioment 3 €222]s 44000 ¢ E5.450 | s TT.0751 ¢ TTO7E

G |Totsl Direct Cos! s 4E402 | § 165.200 | § 376,571 | § 356,596 | § 358,596

H |Construcion fnarects s - 3 - 3 - < R 3

t JLicensing < 4001 ¢ 3.200 | € £.000 | ¢ 50001} ¢ £ 000

J |Project Suppon 3 .00 ¢ 2,700 ] & £,000 | ¢ 50001 ¢ £.000

K |Contingency ¢ 24018 6842 | 8 - s 250001 ¢ 28,000

240 | & 378 | $ 276 1§
' 212 | ¢ 350 | ¢ 252 { ¢

O |Fuel Expansion < 20l | & 4000 | s €.000 | § <000 ¢ 2.002

P [Transmission Expansion By Otners b3 13.000 | & 26,000 | ¢ 48.000 ] 8 48,000

Q |Railroad & Cars 3 - L3 - 3 .- [3 . < .

R |Total Otner Cost 3 200 ¢ 17.000 | € 3200018 50.000 | % 50.000
HESE| GIantL 012 L Cos A e =y, PR S e ad |16 Toesie 503313 5 A ipes 104,944 |5 J0Rid 18 5 LI 11 S Map s ad 1 15063 1S BREs 115063
B SR Ne S e o S B | S P 24T | SRt A4 SN e300y S e S 176 S E R T 314)
| U |SAW Net Winter s 1208 383 | ¢ 273 (s 288 | ¢ 285
’ Il. PLANT CHARACTERISTICS ]

yA NefS0m-CSECAEEbUy- (MW s = S 20 | I S e A T | e R A5 E 3T I AR I a0y P A0

v |Net Win 75F Capabilty (mw) 491 1,495 1,514

W {Net Win 59F Capability (mw} 509 1.534 1,549

X& | HEF'Rate btudwh'Z SE100%M Bad:HHVE | | BRI BE02 A EC AN BB02H BT o

Y |Heat Rate btu/kwh 75F 75% £.832 6.832 6,798

Z |[Heat Rate btufkwh 75F 50% 7.458 7 456 7.421

AA Equiv Avall % i 96% 96% 96%

BB | Sched Outage (wksfyr) 1.5 1.5 1.5

CC |Equrv Forced Qutage 10% 1.0% 1.0%

1ll. OPERATION
. {my | SR = 064 1] Pl Ena & 01| 3t i s i | el 84 S STE R w5 0040

EE |Fixed {(S/kw - yr) C.51 4.95 000 1.087 1.065

FF |Vanabie (excl! fue!) ($/mwh) 0295 0 598 - 0.370 0.374
' 4 44 0 00| 1267 1273

| I

HH Year € s -] 8 - 3 - 3 L3

n Year § s -1 - s 5450 | $ - $

JJ Year 4 b3 -1 8 780 ¢ & 31,042 | ¢ 38,498 | § 36,495

KK Year 3 S - & 13651 8 227471 | § 239,984 | ¢ 239.984

LL Year 2 b3 17620 | 8 90,844 | § 116,227 | & 122620 $ 122,620

MM Year 1 s 32722 | ¢ 101056 | § 382811 ¢ 40492 | $ 40,492
V. NOTES: s 50341 | & 194,944 | § 4185711 & 4415895 | ¢ 441,596
NN |Net MW change (summer) +20¢ +471 +953 052 +967
New NSC New NSC New NSC New NSC New NSC
Incremental O&M | tncremental O&M | incremental O8M
Equipment Available : 2002 2004

0 |Equipment 1-C7-°G" TF++" TF++" TF+4" TR+

2CT&2HRSGE1ST 6CTEEHRSG | 6CTE&EHRSG  6CTAEHRSG

PP |Cooling Existing Tower Existing Existing Existing

QQ|ISCR's no no no no no
RR |Back-Up Fuel Adder s 2500 | 8 3500 $ s S -
gen altematives Page 4 5/12/98 10 52 AM
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AFRIL 9, 1998

SUMMARY OF GENERATION ALTERNATIVES

Docket No. 001 148-E]

Sanford Comparisons

. JIRP 1999 ;- Y, v Page 14 ofl7',
[ New Generation Atematves ]
14 15 1% 17 18 | <
Alternatives: 400 CFB 400 CFB 400 PC 400 PC 150SC-F spCCC-F
Simple Cycie TR41
Greenfield Martin Greenfield Marin Existing Site Greenfie.c

| |. CONSTRUCTION (1000} 1993 § i
A |Permt/Eng/Fab (months) 33 30 36 30 § 2¢ ;
B [Construction Phase (months) 30 27 30 27 € | 24 |

e S D ey s | B LTt | br o A | FYao b3y | M A2 TS | Bt © i
D |Lana § 12104 ¢ - s 12104 - s - s 1.200
£ |Matenals $ 2242108 224210|§ 226,000 % 224,000 | § 32.000 | & 120.002
F |Labor & Ecuipment $ ©558679% 955B651€ 104.000)$ 104.000| S 10.000 | & 44.000
G |Total Direct Cost S 321,006 ]§ 319,7961% 331,210 [ S 328,000 | § 42,000 | € 162200 )
H |Construction inairects < - : - s - $ - S - 3
1 JLicensing s 6.000 | ¢ 55009¢ 60008 55008 400 | S 3.200
J |Project Suppont $ 410013 3608[§ 422018 3616(S 2501 ¢ 2,700
K |Contingency $ 10244} % 85121¢ 1065718 B799|S$ 500 | ¢ 6.6544
L |Total indirect Cost $ 20344 | % 1762018 2087718 17915)|% 1,180 | ¢ 12.744
M |S/KW Net Summer $ 853 | 8 R I B8O | § 865 | § 280 | ¢ 63
N |S$/KW Net Winter 3 840 | & 839 | ¢ B76 1 ¢ 860 | € 283 | & 335
QO |Fuel Expansion $ - $ - S - S - By Others 3 .
P {Transmission Expansion By Others By Others By Others | By Others By Others By Others
Q {Railroad & Cars S §.000 | $ B.000 | § 8.000 S 8.000 s -
R |total Otner Cost S 6000|S &.000|S &8.000|S &.000]|S s -

T 2 I%349,3507)iS 345316133 60,087¢{FEIS 2791 571 (S ERGEOEe 431 5021 S BT 772944
E%E“‘ SRR BT B BeAH IS R 00 IS S BBS S s 2001 | S PR 363
U |S/KW Net Winter 3 BE9 | § B59 | & 896 | & B8O | § 2511 § 335

Il PLANT CHARACTERISTICS
NELS TR Capebilty ] S R <0, | Sy 4 007 | B 400 | BBt 24 007 Feameuapeayr140:| oOTETERE
v |Net Win 75F Capability (mw) 401 401 401 401 163 510
W |Net Win 59F Capability (rrw) 402 402 402 402 172 832
HEsTRAEDLIRWhE SEI00oABadzHH VIS | Beer 0:600; om0 6 002 I 01500t G425 975 00 SR e 1 074 50 =B 65 3 0 e pa]
Y |Heat Rate btwkwh 75F 75% 6,700 9,700 9,600 9,600 11,280 7,171
Z |Heat Rate btuwkwh 75F 50% 10.200 10.200 10.100 10.100 13,500 7.718
AA IEquiv. Avall. % 87% 87% S7% S7% S8% 96%
BB |Sched Outage (wks/yr) 1.0 1.0 1.0 1.0 0.5 1.5
CC |Equrv Forced Outage 1.0% 1.0% 1.0% 1.0% _— 1.0% 1.0%
I, OPERATION 10% Capacity Cap
D DB O B M ) e ey e ey | BT o] Aot oo 7 | TR 1 20 1| S (MS03: | Saewn DY) B ezmarey | se—nai (4 5 0 Eharg
EE |Fixed (S/kw - yr) 1540 10.7C 18.66 13.96 0.72 518
FF JVariable (excl fuel) ($/mwh) 1497 1497 1603 1603 0.59 0.50
GG {Caprtal Replace (Smmvyr) 2.00 2.00 3.00 3.00 0.00 3.32
1v. SPENDING CURVES
HH Year b $ 1,397 | § - 3 1440 | ¢ - $ -1S -
I Year 5 < 6.987 | ¢ 5872 | ¢ 7.202 | ¢ 6724 | § -1 8 -
JJ Year 4 $ B384 (8 B290 ¢ BBE42|S B4941S -1 8 712
KK Year3 $ 600B8|% 618B29|% 61935($ €2643 (S -1 8 1,246
LL Year 2 $ 95023 |8 93953 |3 979448 96265]$ 15,103 | § 82.922
MM Year 1 $ 177470 |$ 175471 | % 182,924 |$ 179.789 | § 28.048 | § 93,065
V. NOTES: $ 349350 | $ 345416 | ¢ 360,087 |$ 253915|§ 43,150 | § 177,944
NN {Net MW change (summer) +400 +400 +400 +400 +149 +490
New NSC New NSC | New NSC | New NSC New NSC New NSC
Equipment Available 2002
X0 |Equipment 1CFB 1CFB PC FC 7F 7241 | TF 7241 Foggers
Simple Cycle 2CT&2HRSG&1ST
PP |Cooling Tower Reservoir Tower Reservoir N/A Tower
QQ|SCR's yes - SNCR | yes - SNCR| yes - SCR | yes - SCR no no
RR [|Back-Up Fuel Adder H 3000 | § 3000|]§ 30008 3.000 included s 3,500
new allernauves revast xis Fage 2 4727795 10:00

R. 11418
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Docket No. 001148-El

APRIL 9. 1699 SUMMARY OF GENERATION ALTERNATIVES L. Kolien Exhibit No.
IRP 4995 Sanford Comparisons
= Page 15 of 17
[ New Generation Ahematives j | 1
| 2C ' 23 i 21E ; = :
Alternatives: Repowe- Repowe’ Resower 400 CC - A7C LIl
PFM Unr 182 PSN Unn ¢ PSN Unn & Fl Myers | £ Moox
I. CONSTRUCTION (1000) 1995 $
A [PermitEng/Fab (months} L] 1C 1C 2 i e
B |Censtruction Phase (months) 2t .
BT ET0 et C Lo Ao s e v T T | 2 :
D |Lanc $ - < R
E |Matenaic 4 285,148 | § 175231 1 8 17,234 | ¢ ucliabeb R
F |Lapor & Eguipment $ 111,342 | € 65.B6€ | § ge.8g5 | ¢ i o taosz!
G |Total Direzt Cost | % 396.485 | & 244057 | & 245087 | § A5E8.000 ¢ 244002
H |Construzion tnairects $ - $ - 3 - 3 - < -
1 |Licensing $ 5,282 | § 2,605 | S 2,605 | < 30T
J |Projec: Support 9 £.BES | ¢ 3.079 | § 3,079 | ¢ 13 Z7ec \
K |Contingency $ £284 | ¢ 11118 [ & 11,118 | & 3 2 8ary
L |Total Inarrect Cos: | & 16,432 | ¢ 16,802 | § 1€.B02 | ¢ < 10 E8T |
M |S/KW Net Summer $ 281 ‘ $ 2686 1 ¢ <6t | § o3 & 407
N {S/KW Ne! Winter s 256 | ¢ 221 b e 2z s 2zt € 38z
QO |Fuei Exoansion $ - g - b3 - 1 By Crinem By oiners
P |Transmussion Expanstor: < 27,800 ' $ 363218 239,832 By Ctmers | By Otners
Q |Railroac & Cars $ - < - 18 - s oo e .
R |Total Otner Cost I's 27,906 | § 39,832 § 39,832 | § - e -
P GrandsigialiCo CQW“__&;FSMAO B272{: S TniEtani 30017312 | S xsu sl 2T 300,73 15| (S3AET1 70,8221 S 205124 860
JRTE{ SKW. Net Summerssse 3{{S SRR rom 00| 1S SR 3083 'sm:satrimosn:sm v 34" lsmﬁ“»-m, 400}
b U |$AKW Net Winter | 276 | § 230 | 8 2651 § 308 | § 352
1. PLANT CHARACTERISTICS | i I i
NET:S U C SECapabilty;( W a7 7 05 Boon o ool O7 5| R i ity o 7 B M sy = Qe | e T e 3 1 28
v |Net Win 75F Capabiny tmw) 5122 1“’“ VT 1,530 1,017 1,017 410 336
W |Net Win 59F Capabilty (mw) o 11035™~~ 4505 1,038 1,038 420 358
[iEatREte CHRWHEZSE1 00%10ad HHVE | Baretaer = 6183 01| B et S e 6786 0] B e s 678 60} MR S 6T 2 Y | TR £ 67
Y |Heat Rate btwkwh 75F 75% 7171 7,203 7,203 €,59¢ 7,010
Z [Heat Rate btu/xwh 75F 50% 7.718 7.752 T.752 7.287 7.710
AL {Eaqun Avall % SE% SZ% SESL ©2% 25%
BB |Sched Outage (wks/yr) 1.5 1.5 1.8 1.8 1.5
CC |Equrv Forced Outage 1 0% 1.0% 1.C% 1.0% 1.0%
. OPERATION [ |
D T OB OEM Ty o Ceio 0 £ S e P | St o 2 e | i o b __1““-*“_ SO e |
ZE |Fixeg (Sfkw - yr) 3.40 3.08 3.08 387 4 8%
FF |{Vanable (excl, fuel) (S/mwh) C.368 0.39 .32 | 071 0.70
GG |Capnal Replace (Smmyyr) $.20 | €.33 | €.33 | el 2.8¢
IV. SPENDING CURVES | i | '
HH Year b b3 - 3 - T h <
I Year £ $ 10,304 | & 31,400 ! - s
JJ Year & $ 148,505 | ¢ 116,450 | ¢ BEZ | T
KK Year 3 S 138,864 | ¢ 91,714 | ¢
LL Year 2 s 117,147 | ¢ 42.096 §!
$ 26,007 | $ 16,004 | . S . merewe
V. NOTES: $ 440,827 | § 300.663 | § 300.663 I 3 170872 ¢ 124,860
NN |Net MW change (summet) +053 +607 +607 -394 +312
New NSC New NSC New NSC New NSC New NSC
Egquiprnent Available 2002.2005 2000+
A2 |Equipment 7F 7241 Foggers | 7F 7241 Foggers | 7F 7241 Foggers T5-H" G*"
6CTLEHRSG 4CTE4HRSG 4CTE4HRSG 1C7T & 1HRSG]| 1CT & 1HRSG
PP |Cooling Existing Existing Existing Towers Towers
QQ|SCR's no no no no no
RR |Back-Up Fue! Adder $ - [ (4 - ¢ 25 3 2,500

qlziles 10:00

R. 11419
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LIVOGAGL 1YWL VL AT0 s

= GENE CAVTE :TIVES
I APRIL 3, 2000 SUMMARY OF GENERATION ALTERNATIVES L. Kollen Exhibit No. __ (LK-
Sanford Comparisons
. . - - . Paggi60f17 7
New Generation Alternatives 7 | E ¢ | 1C | 11 ‘- -
Alternatives: E00CC-G E0CCC-G 500CC-F S00CC-F |150S8SZ-F 4ol CTr Vit
7241 7247 Simpte Ty
Greenfielc Exrsting Sne Greenfiele Ex:sting Sre {Existing Sne Gree=rez 1e--
|, CONSTRUCTION {1000) 2000 § ‘
Permt/Eng/Fab (months) 24 2C 24 24 ke o) l T
B |Construction Phase (months) 24 2¢ 2¢ 24 11 K}e ' -
AR OIa L ONINS It Iy et g ) CETTAT | Eewenc . e | et | SRR
Land | st20C sC $1.200 [N € €1.20C -
Matenals 245 21F $242.54E $135,00C $93C 500 €3L8.212 g287,002 €287 00
F lLabor & Equiomen! $54401 1 S4TET $43.017 $I2E1” £t £3¢ €T 437, greT el
|Total Direct Cest £297.B21 | £290.215 $177.217 1 $162,317 (  $4£.85- | $37:.660 ., E3-4.3€.
Construcuion Inarects SC $C (3¢ &C sz s &
| |Licensing £2 502 £2.000 £2.500 £2.00¢ £3C: €2.002 gc £z
J {Project Suppon l €20.500 $16.900 $12,628 £1z.028 3 $4.10¢ €€l
ll( Contingency $1€ 021 £12 483 $7.654 $7 09< €503 $10.242 gc e
L [Tota! Indirec: Cos: | €3c.04t 1 S34.38F €22 827 £21.120 | $I.ES8C S20.34:2 €It il
N 1S/Kvy Ne: Summer ' $545 ' $525 $416 $385 $330 $590 $SEC
N 15w Net Winter s $46¢ €378 £34¢ s2es £oEs £57s
Io Fuel Expansion By Fuets By Fuels by Fuels By Fueis By Fueis s0 $C
P |Transmission Expansion By Pwr Deln | By Pwr Deiv | By Pwr Deln' | By Pwi Demn | By Pwr Deln | By Pwr Dol | By Pwr Dein
Q |Railroad & Cars sC $0 se s¢ ££.00C $5.000
R |Total Other Cost | §C | £C $0 i 30 | 30 $2.020 | £5,000C
S |Grand Total Cost | 8336882 | §324,600 $200,03% | $184.43¢ $50,631 $404,004 | $400.000
SNBSS TMmE RS % S48 .‘5525@' | SRS LIy | mRE SIS0 | B 101 08 $1M0002%
" {IL._PLANT CHARACTERISTICS i
LS TS SECEDa DIRYA MW ass SRt o) P ey et P o 1SR ST | S DO [ A DO
v |Net Win 75F Capabilty (mw) | 663 | 6E32 512 1€5 401 401
wr Injet Win 5F Capabilty (mw: ] Tz 402 402
l ea ? | $2F QT 0D £ | SRTDY QO P
™= 1 jHeat Rate btukwh 75F 75% . . . 11,38¢ 8,800 ©,B00
Z |Heat Rate btuwxwh 75F 50% 7 464 7.464 7.464 13.720 10,300 10,300
Equmv. Avail % ©6% S6% 96% 9B% 89% 89%
BB |Sched Outage (wks/yt) 1.8 1.5 1.5 ‘ 0.5 4.0
| CC |Equrv Forced Outage 1.0% 1.0% 1.0% 1.0%: 1.0% 3.0% 3.0%
Itl. OPERATION | 10% Zapach Cas _
TELOUNG e el e e | T e (T T [ e | S G | Ee gones
EE |Fixed ($/kw - yr} 4.32 214 512 2.54 cee 15 4C 10.70
% Manpower/ % Matenal, Equip E9% 1 41% 28% [ 74% E9% / 41% 26% /1 74% % 1 100% 80% / 20% T4% 1 26%:
FF |Vanable (exd fuel) ($/mwh) 0.e¢ .98 0.55 0 &5 086 1.50 1.50
% Manpower/ % Matenal, Equir 24% 1 76% 24% 1 76% 3% 1 67% 23% 1 67% 0% ! 100% 11% /1 89% 11% /1 89%
GG |Capnal Replace {Smmyyr) 6.7€ € 7€ 2 B€ 2 BE c Qo2 2.00 2.00
v _SPENDING CURVES | i
RH| Year € $C sC $O sC $C $1,397 S0
] Year 5 sC SC sC &C <2 $11,637 $10,456
JJ Year 4 $4.37¢ §4.220 22,601 $2.38¢ 0 $£13,384 $13.290
KK Year 3 £110.481 €105 465 $£5,613 £60 49¢ pe) $70.088 $71,829
l LL Year 2 $£181,90¢ £17£.284 $10E.,021 £90 567 28,824 $110,023 $108,953
MM Year 1 $40.087 $3E €27 $23.808 129 G4E $£24 607 €197 471 £185.472
| |V.__NOTEs: :
NN |Net MW change (summer) +618 +H1E +481 +481% +154 +400 +400
New NSC New NSC New NSC New NSC New NSC New NSC New NSC
Piant Life Years 30 3C 30 al 3C ao ap
Eguipment Avaulable 2000+ 2000+ 2002
OO {Equipment G G- 7F 7241 Fogpens 7F 7241 Fogpens 75 T241 1CFB 1CFB8
2CT & 2HRSG 2CT £ 2HRSG | 2CT22HRSGL1ST | 2CTL2HRSGL1ST | Simpie Cyce
PP |Cooling Tower Tower Tower Tower tUA Tower Reservoil
1 “CR's YES YES no no nc yes - SNCR | yes - SNC
I . |Back-Up Fuel Adder $7.000 $7.000 $EH00 $£.500 Incluaed $3.000 $3.000
R. 11420
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SUMMARY OF GENERATION ALTERNATIVES

AR LNV VWA LT e

I APRIL 3. 2000 \RP 2000 L. Kolien Exhibit No. __ (LK-1(
Sanford Comparisons
New Generation Alternatives 12 ! 1E 1€ - | 17 | (erage 17 of 17
Alternatives: 400 PC 402 PC Cl-F 100% Pet Coke | 103% Fe: Corer T2 7v- 5i:
Repowe- Fue' Swnen Fue! Swnizr .z o
Greenfieic Karur 400mw unr Riviera Marur tazmate.
l | CONSTRUCTION (1000) 2000 § |
Perm/ENng/F ab (montns] 3¢ 3C 1z it ac : :
B |Construction Phase (months? 30 27 2¢ 3C 34 ] 2
ARG TIR) Sl e A oy Sl gevan e o] or S e g s g5 ered
Lanc $1,200 sC $C 3 sC ' L3
Matenais £260.03€ £357.40C $212.642 $482 500 CEET.EIT $Z 032
F lLaper & Ecuirment $£125 68E £428 3 $BE 14 INGuces ADove nauoe: Ao [ S ele’y
ITowa! Dre= Cos: | $387.023 |, §3E3.70¢ $2BC.785 |  S4E2.50C gEE7,5CC £3.00¢
H |Construction Incirecs sC < $1E.74c ] ; (34 < :
| jLicensing €2 00C £2.50C S2.E2E €2.00C i €14.C00 : L34 !
J |Projec Suppon $4£,22C £32.601 gL 08l $3,00C | ge.00C ! L33 ;
IK Conungency €10 EST S£ 70¢ sC £10.00C €38 377 | [ 2R :
L |Total iIncirezt Cost S20.E77 | £:7.90C €32.824 | £21.00C SEESTT £36L i
| M |S/KW Net Summer ' $1,022 £1.004 $31¢ 5864 I $4CS l .
N |sn-<w Net Winter £1.017 gage €300 S85¢ gacs {
O |Fuel Expanston sC $0 By Fuels S0 [34 l by ruels i
F |Transmission Expansion By Pwr Deliv | By Pwr Deliv | By Pwr Delnv sC sC i € |
C |Rairoac & Cars SE OO0 $8.000 se Use Pont 38 ! sC |
R [Tota! Other Cos! | SE000 | $6.000 $C | sC | [ [ i
S lGranc 'Imal Cos' $416,800 | $409,600 $311.308 | $504,500 | $642.677 | $3,304 ]
!0425. %%%E @Lﬁ%{ % $864 14 = P
03 (&= 1501 SEES | Met S S0 sees | SRS S SE i
i

[

OPERATION

L0 e[ P A & A At
v Net Wi 75F Capabilny (mw) ‘ 401 l 401 1.017 58¢
vas Inet Win 58F Capabilty (mw) 402 402 1.038 5BE
N ST B 00 e d VA | Seen e 50 | e o s N S Rt 5 Y e e oo s
Y {Hez! Rate btwxwn 75F 75% 2,950 €,e50 7.202 10,05+
2 |Heat Rate btu/xwn 75F 50% 10.500 1C.500 7752 1€ 1214
AA [Ecun Avail % ES% 89 96 E7%
BB |Sched Outage (wkshyr) 4.0 4.0 1.5 8.0
CC |Soun Forced Outage 2 0% 3.0% 1.0% 2.0%

|3 Fxxec ($/kw - yr) 18.BE 13.6¢ 30 18.13 1 £e3
‘~ Manpower/ % Matenal, Equip B4%: / 16% 80% / 20% 50% 1 41% EC% / 20% % 70% / 30%
FF |Vanabie (exd. fuel) {S/mwh) 1.6C 186C 0.3¢ 3 0¢ 1 0.£2
% Manpowert/ s Matenal, Equip %/ ES% | 1% / 89% 28R 1 ES% | 11% 7 E9% i 19% 1 B9%
GG | 220nal Reslace (SmmAT) 300 300 € 2z 200 | € 00
{ |V _SPENDING CURVES | | |
HH | Year 6 £5 &40 $C i $C $2.57C $O
l [ Year & £€13.91¢ €12 408 gov.est $C Sl B $0
JJ i Year & 13642 13494 $1EC Q42 §2£ 008 ' $1542¢ $0
K Year3 $71 235 £72.643 SET 262 £90.81C 110578 $0
L Yearz $112,842 $111.2€5 £2€ 377 €13€.215 £174 822 110]
(FIXR Year 1 £202.62¢ €16S 7RG £T €17 C252.25¢C 2322 56C £2.364
| .V __NOTES: ! f P 82.36<
NH [Hiet MW change (summer) +400 +40C +507 +C «C +0
New NSC New NSC New NSC
Oiant Life Years o 30 3C 3C 30
Zquipment Available
OO |=quipment PC PC TF 7241 Fogpens 2 CFE < Conv. Eoners Existing
4CTB4HRSG Leased B+ End
0 |Cooling Tower Reservor Existing Tower Reservor Reservoir
5CR's yes - SCR yes - SCR nc yes - SNCR yes - SCR. No
lr-u\ |Back-Up Fuel Adder $3.000 $3.000 $C sC $0 $0
R. 11421
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Ft Myers and Sanford Repowering Projects

Docket No. 001148-El
L. Kollen Exhibit No. ___ (LK-11)
8/99 Sanford Cost Estimate

5-YearForecast Differences ... October 1998 - August 1999

Ft Myers Repowering ... Power Generation

1998
1999
2000
2001
2002
2003

Total Forecast

S.year
Forecasts
October 19388

$10 101,000
$147.905,000
$117.416,000
$118.434,000

$27 668.000
$0

5-year
Forecasts
August 1999

$10,388,000
$149,015,000
$1981,624,000
$49,151,000
$18,395.000
$5,501,000

Change

$287,000
$1,110,000
$74,208.000
($69,283,000)
(89,273.000)
$5.501,000

$421,524,000

$424,074,000

Sanford Repowering ... Power Generation

1998
1998
2000
2001
2002
2003

Totai Forecast

S-year
Forecasts
October 1998

$737,000
$62,334,000
$156,519,000
$91,131,000
$95,085,000
$31,451,000

5-year
Forecasts
August 1998

$88,000
$55,805,000
$271,953,000
$144,395,000
$58,608,000
$15,217,000

$2,550,000

Change

($699,000)
($6.579,000)
$115,434,000
$53,214,000
($36,476,000)
(316,234,000)

$437,407,000

$546,067,000

$108,660,000

R. 11422

00421522
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FPL POWER GENERATION BUSINESS UNIT /

SANFORD PLANT REPOWERING

{ FPL BUDGET ACTIVITY #722)
1999 Five-Year Caplial Forecast

October 29, 1958

TOTAL PROJECT { BA-722)

13-261 100 "ON 13¥230(]

0251200

TOTAL JAN FEB MAR APR MAY JUN JUL AUG SEP OoCT NOV DEC
POWER GENERATION BUSINESS UNIT |
1998 (Prior Year) 3787,345\/ $5,000 $42,039 $311,000 $429,216
1999 $62,383,976 / $394 924 $634,808 $4,935741 $526,453 $867,122 $9.663,142 $523.019 $1,262,605 $11,893,815 $11,093,815 $B,680,824 $10,007,607
2000 $156,518,801v$13,296,207 $15,799,811 $11,023,210 $11,023,210 $10,926,739 $21,530,759 $12,899,560 $12,815672 $13,308,730 $13,997,550 $9,508,999 $10,388,353
2001 $91,181,096 v §7,919,951 $7,028,465 $4,379,405 $6,700,209 $8,849,559 $10,146627 $9,179.818 $6,956,786 $7.456,786 $7.456,706 $6,780,854 $7,425752
2002 595.085.019/‘10,864,522 $7,294,904 36,763,037 $8,742,563 $10,590,344 $8,717,671 $10,342,731 $11,599.450 $7.275,422 $4,968,702 §$3,184,228 $4,741,426
2003 $31,450,764~ $3,181,536 $1,925804 $1,4B84,199 $1,413,562 $1,383,062 $1,149950 $1,163,582 $16,115980 $1,211,023 $1,211,023 $1,211,023 30
2004(Afer) $0 . $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Sub-Total PGBU $437,407,000 / )
E P owsr Dellv
. |
1998 (Prior Year) $0 30 $0 $o $0
1999 $3,500,000 $22,000 $22,000 $22,000 $22,000 $22,000 $22,000 $22,000 $22,000 $22,000 $1,522,000 $892,000 $888,000
2000 $15,200,000 $1,8620,000 $1,820,000 $1,820,000 $1,820,000 $95,000 $95,000 $95,000 $95,000 $100,000 $2,500,000 $2,500,000 $2,440,000
2001 $36,153,000 $3,335000 $3,335000 $3,335000 $3,335000 $3,335000 $2,063,000 $1,792,000 $6,900,000 $0 $600,000 $7,523,000 $600,000
2002 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
2003 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
2004(After) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Sub-Total Other Depts $54,853,000 = (é; -
TOTAL PROJECT COS g %. )
( Excluding AFUDC ) %5 8
E m
5
3 g
ge
£l
= g
— = =
= g8 T
) 05
(S ] ° Q ~
“
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SANFORD REPOWERING PROJECT
CURRENT RANGE OF ESTIMATES AT COMPLETION
B&V PCR#12 - July 28, 2000
Project Cost Est FPL Current B&V Max B&V
WIO Project Budget Performance Worst-Case
Contingency ("50/50 Estimate” ) Estimate Estimate
Awarded Cost To-date ( excl B&V performance incentive ) $435,882,081 $435,882,081 $435,882,081 $435,882,081
B&V Allocated & Trended Contingencies on Awarded Cost (delails attached) $16,424 484 $16,424 464 $16,424 484 $16,424,484
Un-Awarded Major Contracts ( see “major commitments listing” ) $62,704,655 $62,704,655 $62,704,6855 $62,704,055
Un-Spent / Un-Awarded Batance-of-Project Estimate $15,157,321 $15,157 321 $15,157,321 $15.157.321
Project Cost Estimate ( PCE ) for B&V Scope $530,168,521 $530,168,521 $530,168,521 $530,168,621
FPL - Transmisslon Interconnections $75,383,000 $75,383,000 $75,383,000 $75,383,000
FPL - Demolition & Abatement $8,000,000 $6,000,000 $8,000,000 $8,000,000
FPL - B&V Performance Incentive $4,000,000 $4,000,000 $4,000,000 $0
FPL - Maintenance Building / Geotech / Other $500.000 $900,000 $900,000 $900,000
FPL - FGT Fuel Gas Equipment Reimbursement $0 $0 $0 $0
FPL - Schedule Revisions ... Pending Cost Impacts $0 $0 Y 0
FPL - Project Contingency $0 $3,548,479 $18,450,957 $28,450,057
TOTAL PROJECT ESTIMATES $618,451,521 $622,000,000 $636,802,478 $642,902,478
TOTAL CONTINGENCIES INCLUDED IN THE ESTIMATES ABOVE $16,424,404 $19,972,943 $34,875,421 344,875,421

"ON HQIYXJ udfjoy
13-85 1100 ‘ON 13%30(]
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Docket No. 001148-El

Fan) .E
- Y
- B yau
w O
=) ( SAFETY N
| g *PLLANT DESIGN INCORPOR ATES
g A SAFLLY AND ERGONOMICS
Z g «OSHA RECORDABLE RATE
£ o DURING CONSTRUC [TON AND
5 i OPERATION - 0
w o *NO TRAFFIC ACCIDENTS AT
8 - BARWICK AND FORT FLLORIDA
3 & ROAD INTERSEC TIONS TO 17m2
3 K -/
/ OPERATING"
! SNETOUIPUT PER UNIT - 1HUY MW (15F
| FOGGED)
*SINGLE EVENT LOAD LOSS
*.ESS THAN 910 MW
*HOLD LEVEL FOR 10 MINS
*DESIGNED TO HOLD LEVEL FOR 30
MINS , B
*TURNDOWN - 480 TO 1009 MW ON CONTROL
g +280 MW MINIMUM If CT'S CYCLE OFF
‘RAMP RATE - IS MW/MIN
*START UP DURATION TO ON-CONTROL @ 480
MW -
(30MW (R AFTER START. RAMPING TO 480
MW)
«COLD - 12 HRS
“WARM - & HRS
*AVAILABILITY TARGETS
*EAF - 96%
*POF - 2 8% (SEE O&M CRITERIA)
*EFOR - 1.2%
;| "HEAT RATE.- 6910 BTU/KWH HHV (I5F
+| FOGGED)
o *DESIGN MUST FACILITATE PERFORMANCE
g ] TESTING AND PERFORMANCE MONITORING
N 4
— : t
m ' '.f«
[
W

N/

SANFORD REPOWERING

SUCCESS CRITERIA

—

*Nox - 9 ppn (3 DAY ROLLING HOURLY AVERAGE)
*CO - 12ppm (30 DAY ROLLING HOURLY AVERAGE)
*NOISE (AT “NEAREST RECEPTOR™)

\-NO NON COMPLIANCES DURING CONSTRUCTION

A

ENVIRONMENTAL

6UdB DAY (7am- 10pm)
*55dB NIGHT (10pm-Tam)

FINANCIAL

*PROJECT COST - $622M

*ECONOMIC DECISION CRITERIA

(LOWEST LIFE CYCLE COST)
NPV TERM - 5 YEARS
*HEAT RATE VALUE -
IBTU/KWH=$128K
*CAPACITY VALUE - 1KW=$200
*EAF VALUE - 1%=34M
*0&M VALUE - $100K ANNUAL
=$425K NPV

N/

rs -
L f '-'-ii':';l ey

O & M* \

*CT OUTAGE FREQ/DURATIONS

(DREAKER TO BREAKER - PMR BASED)
*COMBUSTION - 12 KHRS/6.5 DAYS
*HOT GAS PATH - 24 KHRS/13 DAYS
“MAJOR - 48 KHRS/24 DAYS

*STM TURB FREQ/DURATIONS

: “UNIT #4 - CTYR 201 1/60 DAYS

. “UNIT #5 - CTYR 2010/60DAYS

*ON SITE STAFFING APPROX - 48 10 54

—

SCHEDULE

*STEAM UNITS OFF ON:
SUNITH4- 315002

. " SUNIT#5- 10/15/01

*GENERATION AVAILABLE BY:
sUNIT#4- 12/31/02
*UNITHS- 6/30/02

*COST OF EACH DAY'S DELAY

-

FOR 15% REESERVES

*3250K/DAY REPLACEMENT PWR COSTS (500 MW)
*$2M/MO CAPACITY CONTRACT (500 MW)

\

* PRELIMINARY ESTIMQ'I_'ES

.

111/00

{ +*ANNUAL BUDGET '
/2 . *CT OVERHAUL BUDGET - $16M  /;
R +0&M - $5M "

! 1

R. 11425
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POWER GENERATION DIVISION CASHFLOW RECAP

MAY 7, 2001 FIVE-YEAR FORECAST vs CURRENT APPROVED PGD PLAN

2000 &
ERIOR
MAY 7, 2001 FORECASTS

FORT MYERS REPOWERING

"~ SANFORD REPOWERING

$362.439,397

$316.993,939
~ MARTIN SIMPLE CYCLE $77,6798,471
+FORT MYERS SIMPLE CYCLE $2,239,841

PROJECTS TOTAL EXPENDITURES

CURRENT APPROVED 5-YEAR FORECASTS
FORT MYERS REPOWERING

SANFORD REPOWERING

MARTIN SIMPLE CYCLE
FORT MYERS SIMPLE CYCLE

PROJECTS TOTAL EXPENDITURES

FORECAST DIFFERENCE TO APPROVED PLAN
FORT MYERS REPOWERING

SANFORD REPOWERING
MARTIN SIMPLE CYCLE

FORT MYERS SIMPLE CYCLE

PROJECTS TOTAL EXPENDITURES

2003
2001 2002 & AFTER
$71504,448  $21.004.756 $2,353,940
$165,103.849  $63468,767  $15737.515
$21,395,007 $1,320,048 $0
$32,460,338  $78,378.858  $19.383.317
$290,472,644 $164,172,428  $37,484,772
$71533738  $14.943.298 $5,223,111
$156,503,028  $57.764805 315,218,889
$28,832,157 $1,108.281 $0
$34,014400  $75014402  $21510413%
$290,883,319  $148,830,706  $41,850,413
($29,287) $6,061.457 {$2.869.171)
$8,600,823 $5,702,962 $520,626
($7.437,150) $211.767 $0
{$1.545.061) $3.364 456 ($2.117,006)
($410,675)  $15,341,642 ($4,465,641)

TOTAL
PGD

$457,302,541

$561,304,070
$100,394,526
$132,481,355

Demo Begins Jan
2003

B&V Final Pmi of
$4m Payable in
2003

2 Ined #2904 200

Demo Begins June

2002
BAV Finat Pt of

$4m Payable Jan
1,2003

CTG Paymenis
Completo on
Shipment(2002)

§1507) 13folg jo Suun | w saduey)
(S1-MTD ™ "ON uquyx3 uaitoy 1

13-8¥1100 "ON 13¥%0d
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SYSTEM BALES (mwWh)
Roslidentinl

Commercial

Industrial

Stroet & Mhghway

Othet

Railtosds & Railways

TOTAL JURISDICTIONAL
SALES

Resale
TOTAL SALES

CUSTOMERS
Resideniial
Commercial
Indusirisi

Street & MHighway
Other

Railsoads & Railweys

TOTAL JURISDICTIONAL
CUSTOMERY

Renale
TOTAL CUSTOMERS

USE PER CUSTOMER
Resldentia)

Commercial

Industria)

Stroet & Highway

Other

Railroads & Railways

TOTAL JUNISDICTIONAL
USE PER CUSTOMER

Resale

TOTAL USE PER CUSTOMER

January

1874269
1961447
11106
53
4363
6,909

1221,012
13,30
1,294,599

).549,.318
431,948
15,273
1.499

248

1)

3,999,307
3
1,999,310

1,091
6,033
12,069
14,134
17,594
100,380

1,806
24,519,040
1,824

February

).762.017
1.950,731
3641
33089
47
6911

7.096,194
70,8%
7,167,083

RELI W3] |
411350
13,261
2,504

L] |

P $)

4,009,611
]
4009416

1,037
6.509
12,043
14,1
19,078
Joo 570

1,77
13,630,142
Lm

Much

3,157,087
2,963,390
340,078
35494
4614
6910

6,610,681
712,319
6,60),209

3,367,094
4390
15,237
01
248

3]

4,019,04)
J
4,019,046

L]8)
6.8)3
22,290
14,134
19,606
Joo.x71

1,645
24,176,168

1,643

Apeil

).939,323
3,098.64)
319,639
35.56)
4,19%
6923

1,024,985
n.see
7,102,374

1,971,699
434,906
15,234
2,516
4

n

4,024,648
3

4,024,649

991
7128
2,263
R3]}
19,119
01,087

1,743
25,803,091
1,763

1001 MONTHLY FORECAST OF
BILLED SALLS, CUSIOMERS AND USE, BY CLASS

May

).629,189
J 170730
19.a
3563
3.081
6,929

7,207,881
81,987

1.209,888

3,557,124
43612
15173
231
148

3

4,012,061
)
4,012,066

1,010
7314
12,)60
14,134
20,493
oan

1,197
11,319,067

L&

June

4,763,609
Y478.609
130,800
3512
5.670
6,936

8,629,4)7
86,733

1,716,190

1,358,042
434,464
15,2402
.5
248

n

4,011,343
4

4,011,349

1,339
8,007
12,228
14,134
22,862
301,580

2131
21,608,188

PANA]

luly

4,990,310
1,580,209
AIERZ ]
15,8
3953
6,941

1,965,060
126,064

9,091,924

3.361.43)
434,907
15239
1533
248

il

4014413
4

4014417

1,401
8.250
12,121
14,134
14,008
Jot,7197

121
3151854

2,263

Augusl

3,103,464
1,611,945
338,376
13,861
380
6,946

9,224,663
110,697

9.331,360

).361,60%
435097
15,190
1,537
248

23

4,017,504
4
4,017,508

1,460
8317
122%
14,134
21,669
01,987

2,29
1,174,196
R3]

September

3,231,201
3.127,16)
1IN 14)
35,961
5.970
6933

9,331,308
129,962

9,481,330

1,368,566
437,148
15,1
2,54

148

1)

4,023,704
4

4,023,708

1468
8,326
1,180
1414
24,0m
Jozass

23214
31,490,319
2,356

Oclober

4832118
34
330,481
16,023
5,024
6,918

1,645,843
122,133

87113178

1571609
492,198
15,144
2,549
28

n

4,027,470
4

4027414

1,333
187
121,349
14,134
20,150
302,501

2,147
31,833,682
nmn

Novembe:

3,720,704
3,186,881
38292
Je.on7
3,203
6,962

1,194,109
119,84}

7411952

3,301,749
41
15,153
1.3%)
244

i)

4,038,499
]
4,038,309

1,019
1,163
1131
M
20,981
102,692

1,806
29,960,709
1.838

2002 Budget Foracast
December Tusl
168,114 $0.970.908
3900852 19.804,006
SITRYT] 4061 621
36,1902 429,043
o 62,59
6949 1261
1457189 s
112,084 1207289
1569311 93,936,600
3,593,959 3,566,988
440,017 493, b04
19,147 15,210
2,560 2330
48 148
n n
4,051,994 4,020,800
4 ‘
4,051,998 4.010,804 '
1.048 14,100
1,506 90,669
12323 262,041
14,134 169,80)
20,107 251,448
301,009 1,620,041 g
0
—
1.840 1,560
e,
010,429 336917092 »
1568 13,860

$00T pue 00T 10} svjewysy

s3[es 100 ‘11 Jaquardag-1sod pue -alg

(91-D ™ "oN uqIyx3 udf[ey “1

13-8¢1100 'ON 19%20Q
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SYSTEM SALES (mWh)
Residenus!

Commercis)

Indwstrial

Street & Highway

Other

Railroads & failways

TOTAL JURISDICTIONAL
SALKS

Resale
TOTAL SALFS

CUSTOMERS
Realdoruisl
Commertia)
Induatrisl

Siroct & Highway
Other
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»
10/18/01
1001 MONTILY FORECAS) O 2002 Al Forecast
S11.1LED SALES, CUSTOMERS AND USK BY CLASS
January February March Apnil Msy June July August September Ocwober Novembes Decambes Toual
SYSTEM SALES (mWh)
Residentisl 3879514 1,697,459 3,150,637 3,361,917 1,563,362 451,173 4740487 3,085,559 4941 4,651,004 3,008,390 1,648,218 9,063,142 12.4%
Commercial 2,965,990 2,900,408 2867074 194,16 3.03401) 1302814 3,414,330 3,351,60) 3,320,758 1,190,799 3.261,967 1,197,757 30,139,698 1.0%
Industrial 317,510 330,618 318,870 312820 33182 VNS mas 330,%4 19,413 328,178 146,264 APRATL 1945519 BN,
Stromt & Highway 15,361 34,786 MO n,m 34,987 13,926 34,064 35,051 33,970 34,674 16,938 35,031 416N D.6%
Other 4369 4,681 4,462 4,649 4991 5383 3,668 5,17 5.639 486 3.026 s 60,531 -10.1%
Rallroads & Rallways 6317 6,793 4,691 6578 6,804 6,386 8,603 6,788 6,568 6,697 7126 8,747 30,90} BRI Y
TOTAL JURISDICTIONAL
SALRS 1.229,663 £973,1M14 6,192,060 6.672978 1,077,538 1.193.15) 1,531,388 9,013,641 50033522 8,311,786 7,486,011 7.219.97) 21,929,601 20%
Resale 71587 70,890 71429 71,489 1,987 $6,75) 126,064 128,697 129,962 127,333 119,843 112,054 1,202,209 21.9%
TOTAL SALES 1,303,233 1,046,064 6,463,388 6,750,567 1,199,323 8,279,906 B4352,431 9.144030 8,961,404 3,449,120 7,585,834 1312.027 91.136.900 1
CUSTOMERS
Residontial 1.50,94% 1,539,811 3,343,631 1,38),212 3939010 1,540,422 3,542,999 3,545,164 3,530,093 3.553,12) 1,563.210 1513387 3.541.3) 1™
Commecial 49,710 431,107 431,663 431,633 a4 492213 412,606 4)3.641 a4 415,610 435,301 91719 41).549 1%
Induatrial 15,196 15,102 157 13,173 15.09% 15,16) 15,160 ERTL 13,009 15,066 15,076 13.069 15,031 2 1%
Strcet & |lighway 1499 2,504 250 1516 PEH] 1518 2.53) 2337 1,544 1,549 138) 2,560 2,330 MW
Othet 148 248 M1 4t 248 248 4 241 248 148 248 248 148 09%
Raifroads & Raslways ) 2 b)) il n b1 ] n b3 n n b1 23 n 00%
TOTAL JURISDICTIONAL ,
CUSTOMERS 397,621 3,913,875 3,998,256 4,00),.830 199191 1,990,397 3,993,649 3,996,124 4,002,192 4,006,6)9 4017644 4,031,036 4,000,003 1.
Resale 3 ) 3 ] ] 4 4 4 4 4 4 4 4 19.4%
TOTAL CUSTOMERS 1,970,624 39881 3,998.239 4,001,803 3,991,314 1,990,601 3,993,653 3,996,728 4,002,096 4,006,643 401,618 4,031,040 4,000,007 ™
% USEPER CUSTOMER
. Residential 1,099 1,043 (1]} 946 1,007 1217 1,340 1438 1,394 1309 1,069 1,010 N o™
E Commercial 6,902 6,728 6,644 6,803 1219 1,642 7891 1,19 5,09 15N 7473 7304 nan o00%
6] Indugwisl 11,210 11,780 21,668 2,299 0,070 2204 11158 21,898 1,138 11,613 11,967 1.17 160,82) 3%
o Stroet & Highway 14,151 13,893 13,668 13,418 %3] 13,419 13,449 13,803 13,331 13,604 14,487 1).634 164,799 -1 0%
Other 11,613 18,73 17.993 T R3] 10,124 11,706 12,041 FAN} Y 2179 19,499 21475 19,467 244,076 4.6%
Railroads & Rallways 100,740 295,444 190,957 186,000 193,829 186,32 217,11 295,143 283,548 291,163 109,023 193,368 3517,928 D.4%
TOTAL JURISDICTIONAL
(O  USEPER CUSTOMER 1817 1,149 1,599 1.667 L 2,083 2,136 1236 2,207 1 1058 LM nsu 03%
o Resale 24329040 1,630,167 24,176,168 25,863,001  27,319067 11,688,185  1SIS94)  32174,196 32490519 11831652 29560709 10013419  1336917,097 1.1%
-—
o TOTAL USK PER CUSTOMER 1.836 1,766 1,617 1,686 1,194 2,078 2,168 13111 1139 1,409 a0 1,819 2204 0%
(o) Docket No. 001 148-EI
NUI L. Kollen Exhibit No. __ (LK-16)

Pre- and Post-September 11, 2001 Sales
Estimates for 2002 and 2005

Page 3 of 4



10/18/01
1003 MONTHLY FORECAST OF 2002 Al Forecasl
BILLLED SALES, CUSTOMENS AND USK BY CLASS
Janusry February March April May June July Augusl Scptembes October November Deoember Total
SYSTREM SALES (mWh)
Residerial 4,496,631 4,309 366 3,673,417 1,507,197 4,016,477 3,082,099 3,132,761 LN 5563487 3.191,009 4391118 4211306 55,901,544 4%
Commaercial ).203.7199 AN XY 3,164,009 1,295,606 anan 341033 3,111,409 3,880,371 bR PR 3,560,684 ).518.M09 3,484,600 42,010.01) 1.1%
Industrist 17483 332,454 noIn mse 113,99 324,662 325,518 313).840 322,422 s M 330,349 1970626 00%
Street & lighway 37,604 1N 36,611 34,195 31,456 )64 36,599 11599 6,159 37,089 19,503 31432 446340 1.0%
Other 4291 4,387 4,402 4,605 49Mm pBEL 5,638 5,708 3399 4,004 3,192 4,00 60,060 03%
Rsiroads & Railways 6,961 6,86) 6,756 6,67 6,941 8713 6738 8913 6,680 &A1 1.130 6860 02,169 0.5%
TOTAL JURISDICTIONAL
SALEKS 8,049,041 2,870,02¢ 1214530 7.476,600 7873128 9.091,64) 9.40),661 9.98) 009 9.761.026 9,128,747 832180 $.076,)9) 102,478.73) 1%
Renale 111,138 109,610 107,973 116,27 120,724 124,391 130,763 133396 134,662 131,003 124,54) 114,754 1,462,934 1.2%
TOTAL SALFS 5,200,386 1,979,651t 1322510 1,991,008 1,995,850 9.217,018 9614424 10,116,406 9.901.637 9360782 8,446,194 1191147 10),941,207 J4%
CUSTOMERS
Residentnal 3,717,464 )1.126,0M 3704611 1,734,946 LN 31703 1,711.216 1,733,108 1,737,945 140810 3,750,942 3.763.1)) 3,735,569 '™
Commaercial 44),188 46).993 463,004 466,281 467527 488,047 468,436 469,092 469,677 470,143 47134 472150 40794 26%
industnial 13,083 13,087 13,009 15,009 15,047 13,0848 13,088 13,008 13,089 14.0/0 13,092 13,094 13,089 0%
Street & [lighway 1,687 2,69t 2,696 2,700 2,703 2,708 2,12 1L T20 2,714 m 11 rLno 20%
Other 243 148 41 248 243 248 148 148 248 248 M8 48 248 0.0%
Railroads & Railwayy 23 3] 23 n n b3 n 23 n 1 n 3 3 oM
TOTAL JURISDICTIONAL
CUSTOMERS 4,198,776 4,208,116 4,217,691 4,219,286 4212358 4214807 4,117,74) 4,110,352 4.225.1) 4,129,158 4,140,374 425140 411,512 1.5.8%
Ressle 4 4 4 4 4 4 4 4 4 4 4 4 4 0.0%
+
TOTAL CUSTOMERS 4,193,780 4,204,120 4,212,698 42192% 4.213,362 4,214,821 4211147 4220356 4225,1117 4,129,161 4,240,370 4253483 410,576 1.%
?U
— USE PER CUSTOMER
E Rasidential 1210 1,187 984 1,020 1077 1,361 143t 1,532 1488 1414 Lin 1LHe 14,963 2 6%
L Commereial 6,910 6,85} 6,004 1014 1429 1,171 0,031 .17 8.160 7,51 1487 1.3 19,793 0%
< Industrial 22.)8% 12,036 21,694 21394 1.267 21,319 2,573 12,1216 21,368 11,760 .140 11,887 263,148 01%
Street & Highway 14016 13,803 13379 13.408 13,912 13,467 13,497 13,849 13,363 13,618 14,487 13,707 164,730 00%
Other 17328 18,497 12,749 18568 20,049 21,608 11,734 13,00) 11,573 1937 21,340 19.334 141,178 01%
Rallroads & Railways 302,708 290,304 193,753 190,247 ou, 174 191974 91412 300,662 190,419 196,119 nm 198,341 15719 03%
O TOTAL JURISDICTIONAL
O USE PER CUSTOMER 1927 +870 LI .m 1.869 2,157 2249 1,365 IRIN] .18 1,963 1.899 M t %
A Resale 1780,111 11400471 26993330 19,081,770 30,181,124 31097382 32,690,737 13349069 31,663,451 1,000,653  )1,135,746 19,108,501 343,611,430 12%
O TOTAL USE PER CUSTOMER 1,953 1,596 L7134 1,800 1,890 LN 1,180 2397 2,34} 2213 1,992 1926 M6y 1 8%
(nU' Docket No. 001148-EI

L. Kollen Exhibit No. ___(LK-16)

Pre- and Post-September 11, 2001 Sales
Estimates for 2002 and 2005
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Docket No. 001148-El
L. Kollen Exhibit No. ___ (LK-17)
FPL-FiberNet Asset Sale

Florida Power & Light Company

Docket No. 001148-El

0OPC Third Request For Production of Documents
Request No. 89

Pagelofl

OQ
Please provide the agreement(s) between FPL and FPL FiberNet for the sale and purchase of FPL's riber
optic assets.

A
There is no written agreement of purchase and sale for the transter of the assets in question. The asse!s
were transterred on the basis of two independent appraisals and pursuant to a release from the utility's
mortgage and deed of trust.

R. 11431 60006795



ANDREWS & KURTH LLP.

ATTORNEYS .
ALSTIN fd
HOUSTON 1701 PENNSYLVANIA AVENUE. N'W TELEPHONE 1016462 2700
WASHINGTON. D C SUITE 300 FACSIMILE (021 %81173%
DALLAS WASHINGTON, D C 20006.5805
LOS ANGELES
NEW YORK MARK F SUNDBACK
THE WOODLANES DIRECT 102 662.015%
LONDON
EMALL ADDRESS
MSUNCBACK@AKLLP COM
March 8, 2002 —_
O —t
™~ [
- &
3 ’ :_‘ B
Via Federal Express ‘C‘: =3 2
oZ ! =
: Qz% o
Ms. Blanca S. Bayo, Director .,
Division of the Commission Clerk 7;9_ = :5
and Administrative Services c;: S
. . . . . 2
Florida Public Service Commission - <
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850
Re:  Review of the retail rates of Florida Power & Light Company,
Docket No. 001148-El
Dear Ms. Bayo: .

Enclosed are the original and 16 copies of the Answer Of South Florida Hospital and
Healthcare Association To Florida Power & Light Company’s Motion for Reconsideration Of

Order No. PSC-02-0254-PCO-El, and Motion For Oral Argument in the above referenced
docket.

Please acknowiedge receipt and filing of the above by stamping the duplicate copy and
returning same in the enclosed self-addressed stamped envelope to the undersigned.

Thank you for your assistance in connection with this matter.

Very truly yours,
AMaek F"W
L
Mark F. Sundback S §
l An Attorney For the Hospitals = =
AUS > =
CAF t =
: MP fo=) g
C?g —Enclosures z g
ECR cC: Counsel for Parties of Record S =
cL > 2
nr; - N
] M
l)T"i RE ’F‘ C‘::L‘u:"‘.‘ l,.l‘l.l:i:'.‘{-f:‘"-:
ran RN
’ CORDS 52727 haR-88 -
l WAS:92495 | FPSC-BUREAU OF Re R. 11678

FPSC-COMMISIICH CLERK



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: )

Review of the retail rates of ) Docket No. 001148-EI
Florida Power & Light ) Date Filed: March __, 2002
Company )

ANSWER OF SOUTH FLORIDA HOSPITAL
AND HEALTHCARE ASSOCIATION
TO FLORIDA POWER & LIGHT COMPANY’S MOTION FOR
RECONSIDERATION OF ORDER NO. PSC-02-0254-PCO-EI
AND MOTION FOR ORAL ARGUMENT

To:  Honorable Commissioner Braulio L. Baez,
Prehearing Officer

The South Florida Hospital & Healthcare Association (“the Hospitais™) hereby answers
and opposes Florida Power & Light Company’s (“FPL™) Motion For Reconsideration of Order
No. PSC-02-0254-PCO-EI, Granting Motion To Compel (hereinafter “FPL's Motion”) and
FPL’s companion Request For Oral Argument both filed March 1. 2002 in the captioned docket.

Order No. PSC-02-0254-PCO-EI was correctly decided, notwithstanding FPL’s dissatisfaction.

II

FPL’s Motion seeks rehearing of the Presiding Officer’s February 27. 2002 determination
that FPL should respond to two requests for prodvction of documents involving FPL affiliates.
FPL’s Motion primarily relies upon several carefully-phrased assertions of its counsel. First,
FPL argues that “information on unregulated affiliates that the SFHHA seeks does not affect
FPL’s rates or cost of service.” FPL Motion at p. 2. Second, FPL asserts, without proof, that the
requests in question “involve no assets or other consideration furnished by FPL.” FPL Motion at
p. 3. This assertion also is drafted with great care, as described below. FPL points to its
diversification reports (FPL Motion at pp. 4-5) to argue that it has described dispositions of

FPL's properties to “FPL affiliates or other entities in which an FPL affiliate has a financial
DOCUMTNT 2 nrn. - arE

‘ 02727 HAR-G Y
R. 11679 FPSC-CChiniSSiCA CLERK

WAS 92495 1



interest.” FPL Motion at p. 4. Each of the foregoing formulations, hewéver, contains more than
a few limitations that make them wholly inadequate, if not beside the point. Based upon the
foregoing assertions, FPL attacks the Prehearing Officer’s February 27, 2002 order by claiming
that the order “fundamentally misapprehends the applicable law on discovery.” FPL Motion at
p. 2. Yet it is FPL's Motion, not the February 27, 202 Order, that fails to address, much less

apply, recent case law at the Commission, as shown in Part [V below.

IL
Adelphia Communications uses FPL property to conduct its business, and pays FPL for
the right to use that property. Adelphia Communications, through its affiliates Adelphia Cable
and Adelphia Business Solutions, pay rental for use of FPL facilities, as FPL has admined in its
Response to the Hospitals’ Interrogatory No. 30. Revenue from Adelphia is credited against the
jurisdictional cost of service of electric ratepayers. The lower the revenue from Adelphia. the

more residual cost must be borne by FPL’s ratepayers.

But Adelphia was not just another entity using FPL property. Adelphia also held
interests in an entity called Olympus Communications, LP. Adelphia’s other partners in the
Olympus partnership were subsidiaries of FPL Group, Inc. operating under the name “Telesat.”
In a traasaction in 1995, Telesat received general and limited partner interests and newly issued
preferred limited partner interests in Olympus (see third page of Attachment A hereto, consisting

of excerpts from Adelphia’s Form 10-K).
According to Olympus:

The Company operates one of the largest contiguous cable systems
located in some of the fastest growing markets in Florida. As of
December 31, 1999, the Company’s cable system (the “System™)
passed in front of 974,861 homes and served 651,308 basic
subscribers. In addition to traditional analog cable television, the

(28]
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Company offers a wide range of telecommunication” services
including digital cable television, high speed data and Internet
access, electronic security monitoring, paging and telephony.

* x X R ¥

Cable television systems receive a variety of television, radio and
data signals transmitted to receiving sites (“headends”) by way of
off-air antennas, microwave relay systems and satellite earth
stations. Signals are then modulated, amplified and distributed
primarily through fiber optic and coaxial cable to subscribers, who
pay fees for the service.

ERERE N

The Company owns or leases parcels of real property for signal
reception sites (antenna towers and headends), microwave facilities
and business offices in each of its market areas, and owns most of
its service vehicles. [Attachment B, consisting of excerpts from
Olympus Communications 1999 Form 10-K.]

By late 1999, FPL Group sold 3.5 million shares of Adelphia common stock and had its
interest in an unnamed cable limited partnership redeemed, for aggregate after-tax gains of more

than $160 million, according to FPL Group's 1999 Annual Report (p.44) (Attachment C hereto).

In early 2000, FPL conveyed to its wholly-owned affiliate FiberNet substantial assets
involving, inter alia, fiber optic cables originally installed to assist in FPL’s operation of its
system. As FPL has freely admitted, FiberNet’s “fiber optic network was originally developed in
the late 1980s to provide internal telecommunications service to support company operations”
(see Attachment D hereto). Since FPL's conveyance of the assets to FiberNet, FPL’s revenues
credited against the jurisdictional electric cost of service have fallen significantly. Additionally,
throughout this period, FPL has been engaged in shedding millions of dollars of property to its
non-regulated affiliate, Land Resource Investment Company (“LRIC™). See, e.g., Attachment E
hereto. What is done by LRIC with the property, including renting or seiling portions of it to

third parties, is not disclosed in the diversification reports. Nonetheless, because once in the

WAS:92495.1
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hands of LRIC it technically is no longer an asset of FPL, subsequent dispositions of the property
previously paid for by FPL ratepayers (1) would not be reported in the diversification report and
(2) would not run afoul of the carefully-worded statement in FPL’s Motion that the

Interrogatories here at issue do not involve “assets . . . furnished by FPL.” FPL Motion at p. 3.

IIL.

FPL‘s diversification reports contain truncated summaries of transactions between FPL
and affiliates. What FPL’s diversification reports do not tell us is the disposition made by the
FPL affiliate of any right which the affiliate has received. For instance, FiberNet’s disposition to
others of the fiber capacity that was constructed in FPL's right of way 1s not described in the
diversification report. Of course, Adelphia Communications, which emphasizes its reliance upon
fiber optic networks, would find the FiberNet capacity attractive. Adelphia’s system map (see
Attachment F hereto) would appear to occupy the same route in Florida as much of FiberNet’s
network (see Attachment D hereto). Similarly, microwave facility users would find access to
antenna located on FPL right of way valuable. LRIC, FPL’s real estate-acquiring affiliate,
holding millions of dollars of real estate in southern Florida previously paid for by FPL
ratepayers, has the opportunity to transfer real estate, or lzase space to third parties without
reporting its transactions to this agency through the diversification report, or any vther means, for

that matter.

These circumstances mean that each one of FPL’s assertions to support not producing the
requested data are so limited as to be without practical value. The reporting of dispositions by
FPL to its affiliates, in the diversification reports or elsewhere, is no assurance that value is nct

being conveyed from ratepayers to others. FPL's many business partners, who may not be

WAS.92495.1 R. 11682



affiliates in the technical sense used in the diversification report, nonesteless represent vehicles

threugh which to convey value.

Consider, for example, Adelphia Communications. Adelphia Communications is not
operated by, and does not own, FPL or the FPL. Group. On the other hand, for vears Adelphia
and FPL Group subsidiaries were partners in Olympus Communications.  Olyvmpus
Communications, as noted above, has a very substantial presence in southern Florida. Whether
through clearing rights of way which would be charged to ratepayers but which couid benefit
others using the right of way or by conveying property rights in lease or in fee to Adelphia, the
FPL Group by means of controlling FPL could benefit Adelphia and Olympus in numerous ways
that would not be reported in the diversification reports. As noted in Adelphia’s disclosure
statements, the “Company . . . leases parcels of real property for reception sites (antenna towers

and headends), microwave facilities and business offices in each of its market areas . . . .”

Moreover, property conveyed to FiberNet (for example) and thence to Adelphia or
Olympus, would not be tracked in the diversification reports once title was vested in FiberNet.
Thus, FPL’s carefully-phrased assertion concerning “dispositions of FPL property to FPL
affiliates or other entities in which an FPL affiliate bas a financial interest” (FPL Motion at p. 4)
simply ignores what the FPL affiliate would do once it had acquired the property, paid for in the
first instance by ratepayers. If the hand-off to a third party comes from an FPL affiliate rather
than FPL, then the transaction is never reported in the diversification reports, and FPL's
carefully-worded statement that is limited to actions by FPL may be true and meaningless for

purposes of this dispute.

In arguing that it should not be cmnpelled to respond to Interrogatory Nos. 32 and 33,

FPL also asserts that “FPL did not participate in the referenced cable limited partnership,
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whether through the contribution of assets or any other consideratien;” FPL Motion at p. 5.
What FPL fails to disclose is that Dennis Covle. General Counsel of FPL as well as of the FPL
Group, was on the Board of Directors of Adelphia Communications. See third page of
Attachment G hereto. Moreover, Mr. Coyle served as President of “Cable GP, Inc.”. which in
turn was a general partner in Olympus Communications, L.P. See fifth and sixth pages of
Attachment B hereto. Cable GP’s address is 700 Universe Blvd., Juno Beach, Florida (id.
seventh page). Certainly, placing an officer of FPL on the Board of Adelphia could bte
considered participation. But FPL does not reveal this connection, either in its pleading here or
in its diversification reports. This is exactly the type of information that is pertinent to

understanding whether a concert of interests existed between Adelphia and FPL, but which FPL

apparently decided not to disclose to the Prehearing Officer.

FPL also qualifies its responses by declaring that it has responded with respect to each
“entity in which . . . an [FPL] affiliate has a financial interest” (see FPL Motion at p. 5). Of
course, this formulation ignores the fact that without directly owning a financial interest in an
enterprise, one nonetheless may have significant complementary or mutual interests with other
interest owners which drive certain types of behavior. See, e.g., Midwest Gas Users Assoc. v.
FERC, 833 F.2d 341 (D.C. Cir. 1987). Where the economic interests of parties overlap, agencies
do not ignore the potential for harm to ratepayers. See Northwest Central Pipeline Corp., 44
FERC 9 61,200, order on rehearing, 44 FERC § 61,434 (1988). In this case, FPL did not
directly own a financial intersst in Adelphia, but FPL did have comimon interests with Adelphia
in furthering the financial welfare of their jointly-owned subsidiary, Olympus, which could be

coordinated through FPL’s General Counsel, who served on Adeiphia’s Board.
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Perhaps the prize for carefully-limited drafting, however, must go to the asserion in
FPL’s Motion that the information sought by the Hospitals™ Interrogatory Nos. 32 and 35 ~does
not affect FPL's rates or cost of service.” FPL Motion at p. 2 (emphasis in original). Of course.
the contention is framed in the present tense. Currently, FPL base rates are locked-in pursuant to
the 1999 Stipulation (subject only to revenue sharing). Thus. it is entirely accurate (and equally
ureniighting) to assert that the outcome will not affect FPL rates which now are in effect
because, under the 1999 Stipulation, base rates cannot change due to a change in costs. Thus,

FPL’s assertion once again is a trap for the unwary.

FPL’s challenge to the Interrogatories, because they would not affect FPL’s cost of
service or rates, misses the point for another reason. Interrogatory No. 33 simply asks for the
identification of entities and the assets involved, and does not seek dollars and cents datd
concerning a transaction. Thus, FPL’s assertion that inter alia, Interrogatory No. 33 will “not
affect FPL’s rates or costs of service” is correct in the sense that by itself, the response will not
yield data that will allow one to set a rate. But when viewed as part of a large picture,
Interrogatory No. 33 can contribute information that may affect jurisdictional ratz base and
revenue requirements. This fact demonstrates that the request is “reasonably calculated to led 0
admissible evidence,” which is the operative standard under Rule 1.280(b)(1), Florida Rules of

Civil Procedure.

In contrast to the foregoing statements quoted from FPI.'s Motion, FPL also makes a
number of statements that are simply incorrect, which FPL itself should know. Perhaps the most
surprising example is FPL’s contention that “the entities referenced in Interrogatory Nos. 32 and
33 ... have no ... connection” to FPL’s rates or cost of service whatsoever. FPL Motion at p.

12. In fact, quite the contrary is true, notwithstanding FPL’s “sworn information™ to the
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contrary. As outlined above, Adelphia Communications through .its* subsidiaries (such as
Olympus Communications) pay rentals to FPL for use of FPL property. These rental revenues
are properly credited against the jurisdictional electric cost of service. Of course, the amount of
rental and the duration and scope of the rental arrangements - - and thus the revenue credit to be
realized by FPL’s electric ratepayers - - is directly affected by whether Adelphia and Olympus
have access to property formerly paid for by FPL ratepayers but now in the hands of FiberNet,
LRIC or some other FPL affiliate. Similarly, to the extent these entities, using facilities located
in or on FPL right of way or property (e.g., microwave antenna on FPL towers; fiber optics in
FPL right of way), are not charged the full cost or value of services they receive, that will affect
FPL’s jurisdictional electric rates by reducing the credit available to offset the cost of service.
Notwithstanding FPL's “swom statement,” Olympus and Adeiphia both have a direct connection

to FPL’s rates.

FPL’s claims also are simply inconsistent with its conduct in the case. FPL maintains
repeatedly that “FPL has not argued, nor would it, that information relevant to this proceeding is
off limits merely because it is in the files [of an affiliate] rather than FPL.” FPL Motion at pp. 2-
3. Similarly, here FPL asserts that “FPL does not contend that information relevant to its rates or
cost of service would not be discoverable simply because the information happens to be in the

possession of its parents or affiliates.” FPL Motion at p. 11,

Apparently, FPL expects the Prehearing Officer and parties to overlook the fact that these
statements directly contradict FPL’s objections that precipitated SFHHA's March 4, 2002
Motion To Compel. In that Motion, SFHHA seeks production of information (requested in,

among other requests, SFHHA Interrogatory No. 49) concemning Olympus. FPL responded as

follows:
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FPL objects to this interrogatory on the grounds that it exceeds the

proper scope of the Commission’s inquiry about utility affiliates

and/or the proper scope of discovery. As noted in FPL's

objections to the South Florida Hospital and Healthcare

Association’s First Set of Interrogatories and Request for

Documents, the jurisdiction of the Commission conceming the

parent and affiliates of a utility is limited. See §§366.05(9) and

366.093(1) Fla. Stat. (2000). Moreover, the scope of discovery

from a party is limited to information and documents within the

possession, custody or control of thar party. See e.g., Southem

Bell Telephone and Telegraph Co. v. Deason, 632 S0.2d 1377 (Fla.

1994).

Without waiving its objection, FPL states that it had no interest in

or relationship with Olympus Communications, L.P. [Emphasis

added.]
FPL’s objection with respect to Interrogatory No. 49 is precisely what FPL’s Motion states it
would not do. It is difficult to attribute much credibility to a party that in one pleading maintains
as a matter of policy it does not object just because information is in the files of an affiliate,
when in another document FPL does precisely that. Moreover, FPL’s statement that it has no
interest in Olympus Communications obviously fails to acknowledge, much less disclose, that
for years it owned a number of partners, including a general partner, in Olympus. Once again,

FPL’s disingenuous statements (ignoring the fact that its wholly-owned subsidiaries were direct

owners of Olympus), do not encourage reliance upon the adequacy of FPL’s disclosures.

v

FPL’s Motion largely ignores determinative recent case law from the Commission. A
brief review of that case law suggests the reason why FPL overlooked those cases - - because

they demonstrate that FPL’s legal position is untenable.

In Order No. PSC~01-1444-PCO - EI the utility objected to an interrogatory that sought,
inter alia, “information regarding contracts between {the utility's] affiliates and parties other that

[the utility]” - - one type of data that corresponds to the information sought here by the Hospitals.
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The utility contended that such contracts were not relevant to the procce‘cﬁng. The party seeking
to compel the responses outlined their theory of why the data would be relevant. The Prehearing
Officer in that case granted the motion to compel.! FPL's Motion completely neglects to

acknowledge the existence of this case, much less distinguish it from the marter at hand.

In PSC-01-1725-PCO-E]I, the utility objected to producing documents that pertained to
an affiliate. In that case (as in this case) the utility contended that the documents had nothing to
do with the case before the Commission. OPC, filing its motion to compel. fashioned its
relevance argument in part upon the absence of data regarding transactions at issue. The
Prehearing Officer overruled the utility’s objection and directed that the documents be

produced.?

In like fashion, in PSC-01-2267-PCO-EI the utility was directed to produce documents
in the possession of an affiliate. Production was ordered notwithstanding the utility’s contention
that the requesting party already had information (much like FPL’s effort here to suggest that the
diversification reports are an alternative to adequate discovery). As the Presiding Officer

correctly noted in that case, the “discovery permissible under the Rules of Civil Procedure is

broad.”

Instead of meeting these cases on the ments, FPL generally ignores them, referencing
only one of them, and then in a footnote. The reason FPL ignores these cases may be that the

decisions conflict with the arguments advanced by FPL. The recent Commission decisions

' In Re: Fuel and Purchased Power Cost Recovery Clause and Generating Performance Incentive Factor,

Order No. PSC -01- 1444 — PCO -EI, 2001 Fla. PUC LEXIS 850 (July S, 2001).

-

In Re: Petition by Gulf Power Company For Approval of Purchased Power Arrangement Regarding Smith
Unit 3, PSC-01-1725-PCO- El, 2001 Fla. PUC LEXIS 983 (August 23, 2001).

3 In Re: Review of Florida Power Corporation's Earnings, Order No. PSC —01-2267--PCO-EI, 2001 Fla.

LEXIS 1289 (November 19, 2001).

10
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simply reflect the foundational grant of powers to this agency, which icludes in Section 366.03
the authority to direct the production of “such reports or other data necessary to ensure that a
utility’s ratepayers do not subsidize non-utility activities.” Section 366.05(9) (“Powers™. It
would be hard to find much more explicit authority than this for mandating responses to the

requests at issue. FPL’'s Motion does not acknowledge the existence of this statutory grant,

much less argue why it is insufficient.

V.

FPL’s Motion for oral argument also is wholly without merit. As the recent cases
identified above (i.e., Order Nos. PSC-01-1725-PCC-El and PSC-01-2267-PCO-EI demonstrate,
oral argument is unnecessary. FPL’s position is quite clear - - it has no intention of producing
information conceming affiliates’ transactions, even when property originally acquired by FPL
ratepayers is at issue. Further, delay may serve the interests of FPL, but will not serve the
interests of justice. FPL’s stonewalling, which includes making inconsistent representations
about its conduct (see pp. 8-9, supra) has effectively delayed discovery for well over 40 days.

Oral argument would only reward FPL for 1ts acts.

VL
CONCLUSION

The bottom line of this dispute is that participants in FPL’s first fully-litigated rate case in
18 years should not be engaged in parsing carefully-framed asserticns of FPL’s counsel tc find
how wordsmithing can forestall meaningful discovery and conceal facts. FPL’'s pleading
conveys the unmistakable impression that FPL wants very badly to avoid disclosing certain
information. If there is nothing to hide, why is FPL fighting this issue with such vigor? FPL’s
carefully-framed but incomplete responses have failed to disclose the fact that it for years owned
several partners in Olympus Communications, that it placed its most serior lawyer on the Board

1t
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of Adelphia Communications, another partner in Olympus, and that Olymipus, or other Adelphia

affiliates. regularly have done significant amounts of business with FPL.

Clearly, the requested information is relevant, as the Prehearing Officer has already ruled
and as again demonstrated above. FPL’s verbal fencing designed to keep cusiomers from
determining for themselves whether abuses are taking place, is indefensible. FPL's tactics also
help “run out the clock™ on this proceeding as we move closer to the discovery deadline, which

demonstrates why the procedural steps outlined in SFHHA’s March 1. 2002 Motion To Compel

are warranted.

VL
WHEREFORE, for the foregoing reasons, SFHHA respectfully requests that FPL’s

Motion be denied and relief as requested in SFHHA’s March 1, 2002 Motion To Compel be

granted.

Respectfully submitted.

ek B Sbmek

Mark F. Sundback

Kennetn L. Wiseman

Andrews & Kurth L.L.P.

1701 Pennsylvania Avenue, N.W., Suite 300
Washington, D.C. 20006

Ph. (202) 662-3030: Fax (202) 662-2739

ATTORNEYS FOR SFHHA
March 7, 2002
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CERTIFICATE OF SERVICE -
DOCKET NO. 001148-EI

ITHERBY CERTIFY that a true and correct copy of the foregoing has been furnished by

U.S. Mail to the following parties, on the 8™ day of March, 2001.

Robert V. Elias, Esquire

Division of Legal Services

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

David L. Cruthirds, Esquire

Attomney for Dynegy, Inc.

1000 Louisiana Street, Suite 5800

Houston, TX 77002-5050 '

John T. Butler, P.A.

Steei Hector & Davis, LLP

215 S. Monroe Street, Suite 601
Tallahassee, Florida 32301

William G Walker, [II I
Vice President !
Florida Power & Light Company

215 South Monroe Street, Suite 810 (
Tallahassee, FL 32301-1859 ‘

R. Wade Litchfield

Attormey

Florida Power & Light Company
700 Universe Boulevard

Juno Beach, Florida 33408-0420

Michael B. Twomey, Esquire
Post Office Box 5256
Tallahassee, Florida 32314-5256

Thomas A. Cloud/W. Christopher Browder
Gray, Harris & Robinson, P.A.

Post Office Box 3068

Orlando, Florida 32802-3068

Joseph A. McGlothlin, Esquire
Vicki Gordon Kaufman, Esquire
Attorneys for FIPUG - !
McWhirter Reeves

117 S. Gadsden Street
Tallahassee, Florida 32301

John W. McWhirter, Jr., Esquire
Attorney for FIPUG

McWhirter Reeves

400 North Tampa Street, Suite 2450
Tampa, Florida 33601-3350

Mr. Jack Shreve

John Roger Howe

Office of Public Counsel

c¢/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400

Houston, Texas 77056-5310

INTERESTED PARTIES:

' Lee E. Barrett Melissa Lavinson
Duke Energy North America PG&E National Energy Group Company
5400 Westheimer Court 7500 Old Georgetown Road

Bethesda, Maryland 20814

Mr. Paul Lewis, Jr.

Florida Power Corporation

106 East College Avenue, Suite 800
Tallahassee, Florida 32301-7740

Jon C. Moyle, Esquire
Cathy M. Sellers, Esquire
118 North Gadsden Street
Tallahassee, FL 32301
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CPV Atlantic, Ltd
145 NW Central Park Plaza, Suite 10]
Port Saint Lucie, FL 34986

Frederick M. Bryant ~~

Florida Municipal Power Agency
2061-2 Delta Way
Tallahassee, FL 32303

Steven H. McElhaney
2448 Tommy’s Turn
Oviedo, FL 32766

Homer O. Bryant
3740 Ocean Beach Blvd., Unit 704
Cocoa Beach, FL 32931

Richard Zambo, Esq.

Florida Industriat Cogeneration Assoc.
598 SW Hidden River Ave.

Palm City, FL 34990

Beth Bradley

Director of Market Affairs

Mirant Americas Development, Inc.
1155 Perimeter Center West
Atlanta, GA 30338-5416

Linda Quick
South Florida Hospital and Healthcare

Diane K. Kiesling, Esquire
Landers Law Firm

6363 Taft Street P.O. Box 271
Hollywood, FL 33024 Tallahassee, FL 32303-6290
Lee L. Willis

Harry W. Long, Jr.
Tampa Electric Company
Post Office Box 111
Tampa, Florida 33601

James D. Beasley

Ausley & McMullen Law Firm
227 South Cathoun Street
Tallahassee, Florida 32301

Leslie J. Paugh, Esquire
Landers & Parsons, P.A.
310 West College Avenue
Tallahassee, Florida 32301

Ms. Angela Lleweilyn
Tampa Electric Company
Post Office Box 111
Tampa, Florida 32601

Myron Rollins

Black & Veatch

Post Office Box 8405
Kansas City, MO 64114

Jennifer May-Brust, Esqg.
Colonial Pipeline Company
945 East Paces Ferry Road
Atlanta, GA 30326

|
G. Garfield/R. Knickerbocker/S. Myers Michelle Hershel 1
Day, Berry Law Firm Florida Electric Cooperatives Association, Inc. ;
CityPlace | 2916 Apalachee Parkway |
Hartford, CT 06103-3499 Tallahassee, FL 32301 l
l
Thomas J. Maida/N. Wes Strickland Bruce May, Esquire I
Foley & Lardner Law Firm Holland Law Firm ,
300 East Park Avenue Post Office Drawer 810
Tallahassee, FL 32301 Tallahassee, FL 32302-0810
James J. Presswood, Jr. Michael Briggs ‘;
Legal Environmental Assistance Foundation Reliant Energy Power Generation, Inc. I
1114 Thomasville Road 801 Pennsylvania Avenue, Suite 620 !
Tallahassee, FL 32303-6290 Washington, DC20004 |
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Sofia Solemou
526 15 Street, Apt. 14
Miami Beach, FL 33139

| Thomas W. Kaslow —--

| Calpine Eastern

| The Pilot House, 2 Floor
Boston, Massachusetts 02110

Bill L. Bryant. Jr., Esquire
Natalie B. Futch

Katz, Kunter, Haigler, Alderman, Bryant & Yon, P.A.

106 East College Avenue, 12" Floor
Tallahassee, Fiorida 32301

Marchris Robinson

Manager, State Government Affairs
Enron Corporation

1400 Smith Street

Houston, Texas 77002-7361

Thomas J. Maida, Esquire

Foley & Lardner

106 East College Avenue, Suite 900
Tallahassee, FL 32301

Timothy S. Woodbury
Vice President - Strategic Services

16313 North Dale Mabry Highway
Tampa, Florida 33688-2000

Seminole Electric Cooperative. Inc.

Daniel Doorakian

Moyle, Flanigan, Katz, Raymond & Sheehan,
P.A.

The Perkins House

118 North Gadsden Street

Tallahassee. Florida 32301
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