John T. Butler
Managing Attorney

Florida Power & Light Company
700 Universe Boulevard

Juno Beach, FI. 33408-0420
(561) 304-5639

(561) 691-7135 (Facsimile)
E-mail: john.butler@fpl.com
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Ms. Ann Cole 1;5 o

Commission Clerk xv =

Florida Public Service Commission S =

2540 Shumard Oak Blvd. &
Tallahassee, FL 32399-0850

Re: Docket No. 080665-E1

Dear Ms. Cole:

I am enclosing for filing in the above docket the original and five (5) copies of
Florida Power & Light Company’s (“FPL’s”) responses to Staff’s Second Data Request
in this docket. FPL has agreed with Staff to file its responses no later than January 6

2009. Additionally, FPL is enclosing the original and five (5) copies of a supplemental
response to Request No. 10 in Staff’s First Data Request in this docket

If there are any questions regarding this transmittal, please contact me at 561-304-
5639.

erely,
/ /ﬂ)ﬁu T L Ty ‘f -
Ln T. Butler
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ce: Lisa Bennett, Esq., Office of the General Counsel
COM ___ Ms. Connie Kummer, Division of Economic Regulation
— Joseph McGlothlin, Esq., Office of Public Counsel
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Florida Power & Light Company
Docket No. 080665-E1

Staff’s Second Data Request
Question No, 1

Page 1 of 5

Q.
Referencing the table on page 2 of Exhibit TWG-2:
a. Please complete the table below assuming FPL’s most recent resource plan.

(Please present the requested data in a form similar to the data presented in the table on page 2 of

Exhibit TWG-2)

A,
FPL's current resource plan is what is reflected in the Ten Year Site Plan (TYSP) that was filed

in April 2008. FPL does not extend its resource plan beyond the time horizon of the current
TYSP, although for the purpose of evaluating long-term commitments such as the LCEC
Agreement FPL will consider different scenarios of resource additions beyond that time horizon.
Attached are four resource plan scenarios, designated Tables 1-1, 1-2, 1-3 and 1-4, that FPL has
used to evaluate the LCEC Agreement. All of the scenarios reflect the resource additions shown
in the current TYSP but then each has different assumed resource additions in the years beyond

that time horizon.
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Florida Power and Light Company
Docket No. DB06B5-E!L

Staffs Second Data Request
Quastion No. 1

Page 2of 5
TABLE 1-1
Description of Plans
Reserve Margin
Year Tase with Lee “Hasc wiBout Lot Pase with Lee T Base without Lee
2010 WCEC 2 WCEC 2 34.6% 36.4%
2011 WCEC 3 WCEC 3 31.2% 32.8%
2012 - — 30.6% 32.2%
2013 PCC conversion PCC conversion 34.8% 36.9%
2014 PRV conversion PRV conversion 35.1% 41.4%
2015 — --- 9% 38.0%
2016 — — 24.8% 30.7%
2017 —- - 23.6% 29.5%
2018 TP 6 nuclear TP & nuclear 25.7% 31.7%
2019 - - 22.7% 28.7%
2020 ‘[P 7 nuclear TP 7 nuclcar 24.3% 30.3%
2021 -— - 21.7% 27.6%
2022 IK1GCC — 24.0% 25.0%
2023 - e 21.6% 22.5%
2024 150 MW PPA - 16.6% 20.0%
2025 Nuclear 1 Nuclear { 18.8% 20.9%
2026 3x1GCC 3xIGCC 20.6% 22.2%
2027 Nuclear 2 Nuclear 2 22.1% 23.6%
2028 —- - 19.8% 21.3%
2029 1GCC 1 1GCC 1 19.6% 21.1%
2030 1GOC 2 & 100MW PPA GCC 2 19.6% 20.9%
2031 Ix1GCC IxiGCC 21.0% 22.8%
2032 3x1GCC Ix1GCC 20.5% 22.3%
2033 IXIGCC Ix1GCC 20.1% 22.1%
2034 mm Ix1GCC 23.5% 23.5%
2035 wen - 21.0% 21.0%
2036 3x1GCC IxIGCC 20.2% 20.2%
2037 3x1GCC Ix1GCC 21.9% 21.9%
2038 -ms — 18.7% 16.7%
2039 Ix1GOC IR1GCC 21.1% 21.1%
2040 xIGCC WG CC _225% 22.5%

Note: Yellow highlighted cniries denote changes from Base expension plan.

Anugust 18, 2008 Load forecast
August 4, 2008 Fael forecast
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Page 3 of 5
TABLE 1-2
Description of Plans
Reserve Margin
Year Hase with Lee Hiie without Lee Basewith Let I = Bascwitheut Lee |
2010 WCEC 2 WCEC 2 31.8% 36.4%
2011 WCEC 3 WCEC 3 31.2% 32.8%
2012 = avn 30.6% 32.2%
2013 PCC conversion PCC conversion 34 8% 36.5%
2014 PRY conversion PRV conversion 35.1% 41.4%
2015 am —- 31.9% 38.0%
2016 - -— 24.8% 30.7%
2017 -n -— 23.6% 29.5%
2018 TP 6 nuclear TP & nuclear 257% 31.7%
2019 — —_ 22.7% 28.7%
2020 TP 7 nuclear TP 7 nuclear 24.3% 30.3%
2021 - —- 21.7% 27.6%
2022 xlG CC —- 24.0% 25.0%
2023 e --- 21.6% 22.5%
2024 150 MW PPA - 19.8% 20.0%
2025 Nuclear | Nuglear 1 19.8% 20.9%
2026 Ix1G CC 3x1G CC 20.9% 22.2%
2027 Nuclear 2 Nuglear 2 22.1% 23.6%
2028 - — 19.8% 21.3%
2029 1GCC 1 1GCC 1 19.6% 21.1%
2030 1GCC 2 & 100MW PPA IGCC 2 19.6% 20.9%
2031 3x1G CC 3xlG CC 21.0% 22.8%
2032 IxIG CC 3x1G CC 20.5% 22.3%
2033 x1GCC Ix1G CC 20.1% 22.1%
2034 -— XIGCC 23.5% 23.5%
2035 --- - 21.0% 21.0%
2036 Ix1G CC x1GCC 20.2% 20.2%
2037 3x1G CC 3x1G CC 21.9% 21.9%
2038 = - 19.7% 19.7%
2039 3x1G CC 3Ix1G CC 21.1% 291%
2040 Ix1G CC 3x1G CC 22.5% 22.5%

August 18, 2008 Load forecast with August 30 Lee load foreccasi

Note: Yellow highlighted entries denote changes from Base expansion plan.

October 15, 2008 fucl forecast
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TABLE -3

Reservé Margin .
) Tase without Lee

Year Fasc with Lec “Wase withaut Lé¢ Dase with Loc

2010 WCEC 2 WCEC 2 35.4% 37.1%
2011 WCEC 3 WCEC 3 32.2% 33.8%
2012 - M.4% 33.1%
2013 PCC conversion PCC conversion 35.1% 36.8%
2014 PRV conversion PRV conversion 36.1% 41.6%
2015 - - 33.8% 39.3%
2018 — — 26.3% 3N.7%
207 - — 24. 7% 30.1%
2018 TP 6 nuciear I'P 6 nuclear 26.5% 32.0%
2019 -— - 23.2% 28.5%
2020 TP 7 nuclear 1P 7 nuclear 24.3% 20.6%
2021 === e 20.9% 26.1%
2022 1-3x1G CC - 22.7% 23.0%
2023 - - 19.8% 20.0%
2024 1-3x1G CC 1-3x1G CC 21.3% 21.7%
2025 Nuclear 1 Nuclear 1 21.4% 22.0%
2026 1-3x1G CC 1-3x1G CC 22.0% 22.7%
2027 Nuciear 2 Nuclear 2 22.8% 23.4%
2028 — - 19.8% 20.6%
2029 IGCC 1 & 150MW PPA IGCC | 19.5% 19.8%
2030 IGCC 2 & 1-3x1G CC 1GCC 2 & 1-3x1G CC 22 1% 23.2%
2031 25MW PPA - 19.5% 20.4%
2032 2-3x1G CC 1-3x1G CC 22.3% 18.5%
2033 1-3x1G CC 2-3%1G CC 21.6% 22 8%
2034 - — 23.6% 19.8%
2035 e 1-3%1G CC 20.8% 20.8%
2036 1-3x1G CC 1-3x1G CC 19.6% 16.6%
2037 1-3x1G CC 1-3x1G CC 20.8% 20.8%
2038 1-3x1G CC 1-3x1G CC 21.8% 21.8%
2039 1-3x1G CC 1-3x1G CC 22.7% 22.7%
2040 - - 20.2% 20.2%

Note: Yellow highlighted entries denote changes from Base expansion plan.

October 9th, 2008 Load forecast
October 15, 2008 Fuel forecast
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TABLE 14

Description of Plans
to “with” and "without” Loa
rumlative ar ution to
Saolar Adcitions Reserve Margin {25%) Reserve Margn
Vear Baze witk Lex_ T Baw withoui Lee (W) _(aw Wase with Lee T Fave withowt Lec |

3010 WCFCZ WCEC 2 10 = EER 37 5%
2011 WCLC 3 WCEC3 200 sa 324% 341%
2012 — — 300 75 31.8% T33.4%
2013 PCC conversion PCC converdion 400 100 358% 37.3%
2014 PRV conversion PRV conversion 500 125 36.6% 42.2%
2015 — — 6500 150 34.4% 40.0%
2016 — — 700 175 271% 32.5%
2017 — - 800 200 256% 3.0%
2018 TP 6 nuclear TP & nudoar 800 225 21.5% 330%
2019 — = 1000 25 24.3% 29.6%
2020 TP 7 pudear TP 7 nudear 1100 275 25.4% 30.8%
2021 — — 1200 300 221% 27.3%
2022 T5MW PPA — 1300 325 19.5% 24.3%
2023 1-3x1 GCC - 1400 380 21.1% 21.4%
2024 1-3x1 GCC 1-3x1GCC 1500 375 227% 23.2%
2028 Nuclear 1 Nuglesr 1 1800 400 22.9% 23.5%
2026 175MW FPA — 1700 425 19.8% 19.7%
2027 Muclenr 2 Nuclear 2 1800 450 200% 20.6%
7028 1-3x1GCC 1-3x1GCC 1900 475 21.5% 22.3%
2029 IGCC 1 IGCC 1 2000 500 207% 216%
2030 GCC2 1GCC 2 2100 525 19.8% 208%
2031 1-3x1 GCC 1-3x1GECC 2200 550 2% 22.2%
2032 | -3x! GCC 1-3x1GEC 2300 &75 20.3% 21.4%
2033 1-I1GOC 1-3x! GEC 2400 800 19.7% 209%
2034 . ~- 1-3x1 GCC 2500 825 21.7% 21.7%
2035 L75MW PPA 175MW PFA 2800 650 19.6% 19.6%
2016 2-3x1GCC 2-3x1 GCC 2700 &75 216% 218%
2037 T5MW PPA TSMW PPA 2800 700 19.5% 19.5%
2038 1-3xl GCC 1-3xl G CC 290G 725 20.4% 20.4%
2039 1-3x1 GCC 1-3xl GCC 3000 750 21.4% 21.4%
2040 225 MW PFPA 225 MW PPA 3100 775 18.6% 18.6%

Note: Veflow highlighted eniries denots changes from Base expansion plan.

Ot %ih, 2008 Load Forecast
Oxctober 15, 2008 fuel forecast
100 maw/year solar additions 2010-2040
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Q.
Referencing the table completed in question 1(a),
b. Please complete the table below.
c. Please complete the table below assuming 2010 separation characteristics remain
constant through 2033,
d. Please complete the tabie below assuming high natural gas prices.
i. Please provide natural gas prices assumed for this analysis.
e. Please complete the table below assuming low natural gas prices.
1. Please provide natural gas prices assumed for this analysis.
(Please present the requested data in a form similar to the data presented in the table on page 2 of

Exhibit TWG-2)

A,

FPL does not presently have the information to evaluate the retail impact of the LCEC
Agreement on precisely the basis requested by Staff. However, attached are four retai] rate
impact analyses (RRAs) that reflect the resource-addition scenarios that are provided in response
to Request No. 1 above. They are designated as Tables 2-1, 2-2, 2-3 and 2-4, respectively.
Please note that Table 2-1 uses an August 4, 2008 fuel forecast while Tables 2-2, 2-3 and 2-4 use
an October 15, 2008 fuel forecast. In addition, FPL’s Exhibit TWG-2 is an RRA that is based on
a fuel forecast as of October 3, 2006. These three fuel forecasts differ significantly and thus
providé a range of results with higher and lower fuel prices. Attached as Table 2-5 is a

comparison of the natural gas prices used for the three forecasts.

Subpart (b) appears to ask for an evaluation of what the retail impact would be if FPL did not
serve LCEC's ﬁlll-requirem.ents load under the LCEC Agreement but instead continued to serve
just the partial LCEC load under the current short-term agreement. This is not a realistic
scenario, because the short-term agreement only runs through 2014. If for some reason FPL and
LCEC do not proceed with the full requirements LCEC Agreement, then there presently is no
contractual basis on FPL would continue to serve LCEC load at a partial-requirements level after

2014.
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TABLE 2-5
FORECAST Natural Gas Natural Gas Natural Gas
2007 Analysis Forecast | August 4th, 2008 Forecast | October 15th, 2008 Forecast
$/ MMBtu $/ MMBtu $/ MMBtu

2010 6.9 10.4 8.3

2011 6.3 9.4 8.7

2012 6.5 84 8.7

2013 6.7 9.3 9.3

2014 6.8 9.4 9.4

2015 7.2 9.7 8.7

2016 76 10.2 102
2017 8.1 11.0 11.0
2018 8.7 12.0 11.8
2019 9.2 12.4 124
2020 0.8 12.9 12,9
2021 10.1 135 13.2
2022 10.4 14.1 13.4
2023 10.7 14.8 13.7
2024 11.0 15.4 14.0
2025 11.4 16.1 14.2
2026 11.7 16.8 14.5
2027 12.1 17.6 14.8
2028 12.5 18.4 15.1
2029 12.8 19.2 15.4
2030 13.2 20.1 15.7
2031 13.6 21.0 16.0
2032 14.0 21.9 16.3
2033 14.4 229 16.6
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Q.

How would FPL propose to adjust retail base rates to recognize the incremental addition of Lee

County’s load in 20147

A.

Retail customers will receive the benefit of spreading fixed costs over a larger base that results
from serving the LCEC load, through changes in the jurisdictional separation factors upon which
base rates are established over time. It is not necessary for purpose of maintaining this base-rate
reduction benefit that base rates be readjusted every time additional plant in service is added.
This is because the purpose of test-year ratemaking is not to freeze the level of investment,
expenses and revenues for years into the future, but rather to establish an appropriate relationship
among those major components of a utility’s earnings which will ensure that earnings remain
within a target range so long as that relationship remains essentially intact. One of the important
determinants of the relationship are the jurisdictional separation factors, which establish the
portion of the utility’s total system costs and investment for which retail customers are
responsible. So long as the LCEC load used to determine the most recent base rate jurisdictional
separation factors is essentially the same (or, more precisely, so long as the proportion that
LCEC load represents of FPL’s total load remains essentially the same), the use of those
jurisdictional separations factors will continue to ensure that retail customers are getting the

base-rate reduction benefits of serving LCEC.

There are basically two stages to the LCEC load coming onto FPL’s system: the initial load of
200-300 MW in 2010, and an increase to LCEC’s full requirements load in 2014 (this is
projected to grow to about 1100 MW during contract term). The jurisdictional separation factors
in FPL’s 2010 test year that are to be used in FPL’s 2009 rate case will reflect the initial stage of
LCEC load and will remain appropriate (and properly compensate retail customers) until 2014.
It is probable that FPL’s base rates will undergo a subsequent review at about that time such that
the estimated increase in load due to LCEC becoming a full requirements customer in 2014

would be reflected in new separation factors for the rate effective period. But there are many
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components of ratemaking. Between rate cases, some expenses will increase and others will
decrease. Thus, even if rates are not reset in 2014, under general ratemaking principles
customers would still be assumed to be receiving the benefit of the change in separation factors

that will occur annually for purposes of surveillance reporting.

However, in the interest of clarifying the benefits associated with the proposed LCEC contract, if
the Commission agrees that this contract is prudent and consistent with the interests of FPL’s
retail customers, FPL will commit to make an adjustment in the 2013 capacity cost recovery
(“CCR”) clause proceedings to credit customers, effective January 1, 2014, by the amount of
reduced annual cost responsibility resulting from the lower jurisdictional separation factors that
reflect the second, higher stage of LCEC load (the “base rate benefit credit”). The base rate
benefit credit will be calculated using data and projections for 2014 that are current at the time of
the 2013 CCR proceeding. Therefore, the credit may be higher or lower than the 2014 base rate
benefit that was projected at the time the LCEC Agreement is reviewed and found to be prudent
by the Commission in 2009. FPL will continue to flow the base rate benefit credit back to retail
customers annually through the CCR clause until new base rates are determined or stipulated in a

subsequent base rate proceeding.
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How does FPL intend to identify and collect from Lee County any costs
approved for recovery from retail ratepayers through the nuclear cost
recovery mechanism, both prior to and after implementation of the contract?

Regarding the economics of cost recovery for the Nuclear Uprate and Turkey
Point 6 & 7 projects from LCEC and retail customers, FPL has previously pointed
out to Staff that:

- Recovery from LCEC of costs for the Nuclear Uprate and Turkey Point 6
& 7 projects is not dependent upon the specifics of how the retail
jurisdictional portion of those costs are recovered from retail customers.
Attempting to impose a requirement on LCEC for special payments
toward the costs of those projects would be inconsistent with the terms of
the LCEC Agreement and with applicable FERC ratemaking
requirements, which would substantially chill the prospects for future
wholesale contracts that could benefit retail customers and the state as a
whole.

- FPL’s economic evaluation of the LCEC agreement assumes that retail
customers will pay the retail jurisdictional share of nuclear project costs
pursuant to this Commission’s nuclear cost recovery mechanism without
any further, special payments or consideration from LCEC fo retail
customers. The economic evaluation shows that retail customers will
benefit from the LCEC Agreement, in that they will pay less for electricity
over the life of the Agreement than they would without the Agreement, so
there is no need or justification for requiring that LCEC make additional
payments to the benefit of retail customers.

- To whatever extent retail customers could be said to pay an extra share for
nuclear projects on the front end, it could be said equally that they will
receive more of the projects’ benefits on the back end. The nuclear
projects (especially Turkey Point 6 & 7) are expected to be in service well
after the LCEC Agreement terminates. Retail customers will continue to
benefit from the projects’ low energy costs in those later years, after the
project costs have been substantially depreciated, while LCEC will receive
no residual benefits once the LCEC Agreement comes to an end.

In addition, FPL believes it is important for Staff to appreciate that the difference
in the retail and FERC cost recovery process for the Nuclear Uprate and Turkey
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Point 6 & 7 projects is essentially one of timing rather than ultimate cost
responsibility. The following explanation, together with Attachment 10-1, may

be helpful:

- Retail customers will pay for the nuclear projects using FPSC regulatory
accounting, including the Nuclear Cost Recovery (“NCR”) mechanism.
This means that retail customers will “prepay” a portion of nuclear project
costs, in the form of reimbursing FPI. directly for pre-construction costs
and for interest on construction costs that otherwise would increase Plant
in Service and become part of base rates when the projects go into
service.

- LCEC, on the other hand, will not prepay under the NCR mechanism,
because FERC does not recognize that mechanism. Moreover, because
FERC does not recognize the NCR mechanism, prepayment by retail
customers does not result in a reduction in the Plant in Service on which
LCEC rates are set. Consequently, the Plant in Service balances used to
determine LCEC’s rates once the nuclear projects go into service will be
higher than they will be under FPSC regulatory accounting. Essentially,
FPL maintains a separate set of books for the purpose of wholesale
transactions such as the LCEC Agreement, which reflect FERC rather than
FPSC regulatory accounting principles.

- As a result of these differences in regulatory accounting, retail customers
will pay more early for the nuclear projects than LCEC customers, but
then retail customers will pay less for those projects than LCEC once they
go into service.

- Over time FPL shareholders do not get paid more than their authorized
return by either retail customers or LCEC - rather, it i a question of when
the payments are received.

- The absence of prepayment by LCEC does not mean that either LCEC or
FPL sharcholders receive a “windfall.” Therefore, requiring a payment to
retail customers for a portion of the NCR charges would unfairly penalize
LCEC and/or FPL shareholders, because there is no “surplus” from which
such a payment could be made. Moreover, retail customers are fully
compensated for their prepayment by the resulting lower Plant in Service
balances when nuclear projects go into service. Therefore, retail
customers do not need to receive a payment from LCEC to be made
whole. Providing them with a credit against their NCR charges at the
expense of LCEC and/or FPL sharcholders would constitute an
undeserved subsidy.
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As FPL has previously pointed out to Staff, retail customers are going to have less
cost responsibility for the nuclear projects if FPL serves the LCEC load than they
would if FPL does not serve that load. The FPSC calculation of total company
pre-construction costs, interest on construction costs and ultimately Plant in
Service will not be any different with or without the LCEC load. However, the
portion of those total company values for which retail customers are responsible
wilt be determined by multiplying the total company values times the retail
jurisdictional separation factors. Because the addition of the LCEC load (at the
initial, partial-requirements level and then later at the full-requirements level) will
reduce the retail jurisdictional separation factors, adding the LCEC load will
reduce the amount that retail customers must pay. This benefit will start in 2010
and increase substantially in 2014. Moreover, reducing the retail jurisdictional
separation factors will lower the cost responsibility borne by retail customers
under base rates as well as through the NCR mechanism. Therefore, with the
addition of the LCEC load, retail customers will pay less for the nuclear projects
through the NCR mechanism initially and then later through base rates than they
would if FPL does not serve that load. The FPSC should not jeopardize this
benefit to retall customers by attempting to impose additional costs on LCEC or
FPL shareholders that are inconsistent with FERC regulatory accounting for
wholesale power sales and are unwarranted by the economics of FPL’s cost
recovery for the nuclear projects in question.
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