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7. Please provide copies of all documents supporting the response to Interrogatory No. 16 of 

Staff's First Set of Interrogatories to South Florida Hospital and Healthcare Association. 

8. Please provide copies of all documents, including workpapers, supporting the response to 

Interrogatory No. 18 of Staffs First Set of Interrogatories to South Florida Hospital and 

Healthcare Association. 
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9. Please provide copies of all documents, including workpapers, supporting the response to 

Interrogatory No. 20 of Staffs First Set of Interrogatories to South Florida Hospital and 

Healthcare Association. 

10. Please provide copies of all documents supporting the response to Interrogatory No. 21 of 

Staffs First Set of Interrogatories to South Florida Hospital and Healthcare Association. 

JEAN E. HARTMAN 
Senior Attorney 
FLORIDA PUBLIC SERVICE COMMISSION 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 
(850) 413-6199 
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~lectronic Code of Federal Regulations: - .) .. bttp;/lcc:fi:.gpoaccess.gov!cgiltltextltext-idx?typecsimple;c=ecfr;cc=ecfr ... 

~FIt C~. I ('+ Iu/ 

10f2 

At;CQ.A)r lu i 
108 Accumulated provision for depreciation of electric utility plant (Major only). 

- )te~"IlJUI L k .. 
A. This account shall be credited with the following: 

(1) Amounts charged to account 403, Depreciation Expense, or to clearing accounts for current depreciation 
expense for electric plant in service. 

(2) Amounts charged to account 403.1, Depreciation expense for asset retirement costs, for current 
depreciation expense related to asset retirement costs in electric plant in service in a separate subaccount. 

(3) Amounts charged to account 421, Miscellaneous Nonoperating Income, for depreciation expense on 
property included in account 105, Electric Plant Held for Future Use. Include, also,the balance of 
accumulated provision for depreciation on property when transferred to account 105, Electric Plant Held for 
Future Use, from other property accounts. Normally account 108 will not be used for current depreciation 
provisions because, as provided herein, the service life during which depreciation is computed commences 
with the date property is inciudible in electric plant in service; however, ifspecial circumstances indicate the 
propriety of current accruals for depreciation, such charges shaH be made to account 421, Miscellaneous 
Nonoperating Income. 

(4) Amounts charged to account 413, Expenses of Electric Plant Leased to Others, for electric plant 
included in account 104, Electric Plant Leased to Others. 

(5) Amounts charged to account 416, Costs and Expenses of Merchandising, Jobbing, and Contract Work, 
or to clearing accounts for current depreciation expense. 

(6) Amounts of depreciation applicable to electric properties acquired as operating units or systems. (See 
electric plant instruction 5.) 

(7) Amounts charged to account 182, Extraordinary Property Losses, when authorized by the Commission. 

(8) Amounts of depreciation applicable to electric plant donated to the utility. 

(The utility shall maintain separate subaccounts for depreciation applicable to electric plant in service, 
electric plant leased to others and electric plant held for future use.) 

B. At the time of retirement of depreciableeJectric utility plant, this account shall be charged with the book 
cost of the property retired and the cost of removal and shall be credited with the sa1vage value and any 
other amounts recovered, such as insurance. When retirement, costs of removal and salvage are entered 
originally in retirement work orders, the net total of such work orders may be included in a separate 
subaccount hereunder. Upon completion of the work order, the proper distribution to subdivisions of this 
account shaII be made as provided in the foHowing paragraph. 

C. For general ledger and balance sheet purposes, this account shall be regarded and treated as a single 
composite provision for depreciation. For purposes of analysis, however, each utility shall maintain 
subsidiary records in which this account is segregated according to the following functional classification for 
electric plant: . 

(1) Steam production, 

(2) Nuclear production, 

(3) Hydraulic production, 

8/18/20097;18 PM 
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20f2 

. ,... -
(4) Other production, 

(5) Transmission. 

(6) Distribution, 

(7) Regional Transmission and Market Operation, and 

(8) General. 

These subsidiary records shall reflect the current credits and debits to this account in sufficient detail to 
show separately for each such functional classification: 

(a) The amount of accrual for depreciation, 

(b) ~e book cost of property retired, 

(c) Cost of removal, 

(d) Salvage, and 

(e) Other items, including recoveries from insurance. 

Separate subsidiary records shall be maintained for the amount of accrued cost of removal other than legal 
obligations for the retirement of plant recorded in Account 108, Accumulated provision for depreciation of 
electric utility plant (Major only). 

D. When transfers of plant are made from one electric plant account to another, or from or to another utility 
department, or from or to nonutility property accounts, the accounting for the related accumulated provision 
for depreciation shall be as provided in electric plant instruction 12: 

E. The utility is restricted in its use of the accumulated provision for depreciation to the pUrposes set forth 
above. It shaH not transfer any portion of this account to retained earnings or make any other use thereof 
without authorization by the Commission. 

8118120097: 18 PM 
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lofl 

When used in this system of accounts: 

1. Accounts means the accounts prescribed In this system of accounts. 

efr<.. CJ... I fl I" I 
/kO-fth'1J II'IJhclr(;A/D 

2. Actually issued, as applied to securities issued or assumed by the utility, means those which have been sold to bona fide 
purchasers for a valuable conSideration, those Issued as dividends on stock, and those which have been Issued in accordance with 
contractual requirements direct to trustees of sinking funds. 

3. Actually outstanding, as applied to securities Issued or assumed by the utility, means those which have been actually issued and 
are. neither retired nor held by or for the utmty; prOVided, however, that securities held by trustees shall be considered as actually 
outstanding. 

4. Amortization means the gradual extinguishment of an amount In an account by distributing such amount over 8 fixed period, over 
the life of the asset or liability to which it applies, or over tho period during which it is anticipated the benefit will be realized. 

5. A Associated (affiliated) companies means coflll8nies or persons that directly, or Indirectly through one or more Intermediaries, 
control, or are controlled by, or are under oommon control with, the accountln!il company. 

B. Control (Including the terms controlling, controlled by. and under common control with) means the possession, directly or 
indirectly, of the power to direct or cause the direction of the management and policies of a company, whether such power is 
exercised through one or more Intermediary companies, or alone, or in conjunction with, or pursuant to an agreement, and whether 
such power is established through a majority or minority ownership or voting of securities, common directors, officers, or 
stockholders, voting trusts, holding trusts, associated companies, contract or any other direct or indirect means. 

6. Book cost means the amOunt at which property is recorded in these accounts without deduction of related provisions for accrued 
depreciation, amortization, or for other purposes. 

7. Commission, means the Federal Energy Regulatory Commission. 

8. Continuing Plant Inventory Record means company plant records for retirement units and mass property that provide, as either a 
single. record, or in separate records readily obtainable by references made In a single record, the follOWing Information: 

A For each retirement unit: 

(1) The name or description afthe unit, or both; 

(2) The location of the unit; 

(3) The date the unit was praced in service; 

(4) The cost of the unit as set forth in Plant Instructions 2 and 3 ofthls part; and 

(5) The plant control account to which the cost of the unit Is charged; and 

B. For each category of mass property: 

(1) A general description of the property and quantity; 

(2) The quantity placed in service by vintage year; 

(3) The average cost 8S set forth In Plant Instructions 2 and 3 of this part; and 

(4) The plant control account to Which the costs are charged. 

9. Cost means the amount of money actually paid for property or services. VVhen the consideration given Is other than cash In a 
purchase and sale transaction, as distinguished from a transaction Involving the issuance of common stock in a merger or a pooling 
of interest, the value of such consideration shall be determined on a cash basis. 

10. Cost of removal means the oostof demolishing, dismantling, tearing down or otherwise removing eiectric plant, Including the 
cost of transportation and handling incidental thereto~ It does not include the cost of removal activities associated with asset 
retirement obligations that are capitalized as part of the tangible long-lived assets that give rise to the obligation. ( See General 
Instruction 25). 
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1 PRO C E E DIN G S 

2 

3 IT IS STIPULATED that this deposition was 

4 taken pursuant to notice in accordance with the 

5 applicable Florida Rules of Civil Procedure; that 

6 objections, except as to the form of the question, 

7 are reserved until hearing in this case; and that 

8 reading and signing was not waived. 

9 IT IS ALSO STIPULATED that any off-the-record 

10 conversations are with the consent of the deponent. 

11 

12 MS. WILLIAMS: Okay. Do you want to go 

13 ahead and swear in the witness if she's ready? 

14 THE NOTARY: My name is Jacqueline 

15 Bussey, and I'm a notary duly appointed and 

16 commissioned here in the State of Florida. 

17 Robert Barrett, in the matter of 

18 institution for increase in rates by Florida 

19 Power & Light Company, Docket Number 

20 080677-EI, do you solemnly swear that the 

21 testimony that you are about to give is the 

22 truth, the whole truth, and nothing but the 

23 truth? 

24 THE WITNESS: I do. 

25 THE NOTARY: Duly sworn. 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 MR. BUTLER: Hey, thank you. We'll fax 

2 that certificate of oath to you shortly. 

3 MS. WILLIAMS: Great. Thank you. 

4 Now, I guess before I get started with 

5 my questions, I'll go over a couple of things. 

6 I think we usually all agree that objections, 

7 except to form, are preserved. 

8 So if your attorney objects, just go 

9 ahead and answer the question unless he 

10 instructs you not to. 

11 And if at any time you don't understand 

12 the question that I ask you or you want me to 

13 explain it further, just don't hesitate to ask 

14 me and I'll do my best to clarify that for 

15 you. 

16 Are you ready to get started? 

17 MR. BUTLER: We are. Anna, one thing I 

18 just want to mention up front is that part of 

19 this same team, notably including me, is 

20 involved in defending the deposition of 

21 Ms. Ousdahl. 

22 MS. WILLIAMS: Yes. 

23 MR. BUTLER: So just for a timing 

24 perspective, we'll need whatever time it is to 

25 get set up and commence that one after 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 whenever this one finishes, if that becomes an 

2 issue. 

3 MS. WILLIAMS: I think mine should go 

4 fairly quickly. How many other people do we 

5 have that have questions? 

6 MS. GRIFFITHS: I have limited 

7 questions for the witness. 

8 MR. MOYLE: On behalf of FIPUG, I'll 

9 have some. 

10 MS. WILLIAMS: Okay. I will try to be 

11 efficient. 

12 MR. BUTLER: Okay. 

13 MS. WILLIAMS: But I do recognize you 

14 have one at 11, so. 

15 MR. BUTLER: Let's just all try to do 

16 that so we can keep on schedule, if possible. 

17 MS. WILLIAMS: Okay. Sounds good. 

18 Well, I guess we'll get started. 

19 DIRECT EXAMINATION 

20 BY MS. WILLIAMS: 

21 Q. If I could have you turn to, Mr. 

22 Barrett, turn to page 5 of your direct testimony. 

23 Looking at page 5, lines 11 through 16, you state 

24 that you are responsible for developing the customer 

25 and sales forecast, operations and maintenance 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 budget, the capital expenditure budget, and the per 

2 books forecast, correct? 

3 A. Yes. 

4 Q. You also provide guidance to the FP&L 

5 business units to ensure that corporate assumptions 

6 are followed? 

7 A. Uh-huh. Yes. 

8 Q. Can we flip to page 13 of your direct 

9 now? 

10 A. Okay. 

11 Q. Now, the capital expenditure forecasts 

12 were prepared for 2009 through 2013, correct? 

13 A. Yes. 

14 Q. How long has FP&L used a five-year 

15 forecast for capital expenditures? 

16 A. Boy, as long as I can remember. That's 

17 pretty much always been our practice. 

18 Q. Always been your practice. Okay. 

19 Can you explain why 2009 is the budget 

20 year for this proceeding instead of the historical 

21 test year of 2008? 

22 A. Well, when we put together our five-year 

23 forecast in 2 008, we're looking forward five years, 

24 so we're looking at 2009, setting the budget for 

25 that year and then four more years. Keep in mind 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 that when it is approved it is in 2008. 

2 THE COURT REPORTER: Did you say "Keep 

3 in mind that when it is approved it is in 

4 2008"? 

5 THE WITNESS: What I said was that when 

6 the 2009 to '13 forecast was approved, the' 09 

7 budget, and then the' 10 through' 13 forecast, 

8 it was late in 2008 and we're always looking 

9 forward five years. 

10 BY MS. WILLIAMS: 

11 Q. Okay. Thanks for that clarification. 

12 Now, on page 13, lines 22 to 23 you 

13 mention that the budget year typically is subject to 

14 more intense review as it forms the basis for 

15 operating and financial plans for the coming year. 

16 Was the 2008 budget subjected to an intense review 

17 due to the economic downturn? 

18 A. Well, the 2008 budget would have been 

19 prepared in late 2007. Are you talking about the 

20 budget that was prepared in 2008 for 2009 through 

21 '13? 

22 Q. No. I'm talking about for the historic 

23 base year. 

24 A. Let me just make sure I understand. 

25 Q. In the MFRs. 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001264 



10 

1 A. The budget for 2008 -- and keeping in 

2 mind we don't present budget information for 2008 in 

3 the MFRs. I mean, you are welcome to ask about it, 

4 but we present actuals there and then the 

5 projections for the later years. 

6 Q. One second. 

7 Did the 2008 economic downturn affect 

8 the budget that was created for 2009 at all? 

9 A. Yes. 

10 Q. Could you explain that, how it affected 

11 it, generally? 

12 A. Sure. The downturn really, as we saw 

13 it, began kind of late 2007, early 2008, so as we 

14 were beginning to put together the assumptions that 

15 were going to be used in the 2009 budget that would 

16 be approved in late 2008, the process spans, you 

17 know, many months during the year 2008. 

18 As the economy began to deteriorate in 

19 early 2008, we took that into account as we were 

20 putting together the assumptions that would then 

21 form the basis for the 2009 and beyond budgets and 

22 forecasts. 

23 And I think as I mentioned in my direct 

24 testimony, we had to review those assumptions 

25 several times in 2008 as we were going through the 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 review process of the 2009 budgets because things 

2 just kept deteriorating. 

3 Q. Right. Okay. Thank you. Can I get you 

4 to turn now to Exhibit REB-16, the first page. I 

5 think it is only one page, so the first page. 

6 A. Yes, I am there. 

7 Q. Can you explain the difference between 

8 the proposed and approved budget as shown in this 

9 exhibit, I believe it's, though --

10 A. For 2009? 

11 Q. Yes, for 2009. 

12 A. Yes. The proposed budget was 

13 essentially the initial request that the business 

14 unit submitted to us in corporate budgets as they 

15 looked out at 2009. So the vintage of that would 

16 have been kind of early summer of 2008 as we were 

17 beginning the budget process. That was kind of 

18 their first salvo to ask for funds for 2009. 

19 From that point to the approved budget, 

20 which was late in the year, we went through several 

21 review sessions and challenge sessions updating 

22 assumptions about the economy, customer growth, et 

23 cetera, to end up with an approved budget, which was 

24 substantially lower, reflecting the lower growth 

25 than what we had earlier thought earlier in the 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 summer. 

2 Q. What happens to those capital 

3 expenditures that are not approved? 

4 A. Well, only the approved budget for 2009 

5 is what the units are held accountable to. So the 

6 proposed budget goes away. It is irrelevant once we 

7 have an approved budget. 

8 Q. So those capital expenditures don't 

9 exist anymore for all intents and purposes, they 

10 disappear is what you just said? 

11 A. Are you, again, referring to the 2009 

12 proposed budget? 

13 Q. The ones that were included in the 

14 proposed budget that were not approved later in the 

15 year. 

16 MR. BUTLER: For clarification, do you 

17 mean what happened to them in 2009 or do you 

18 mean what happened to them more broadly into 

19 the future? 

20 BY MS. WILLIAMS: 

21 Q. More broadly into the future. 

22 A. I guess all I can really comment about 

23 that is because those initial proposed budgets 

24 represented the business unit's view of the business 

25 in 2009, which evolved through 2008 as we prepared 
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1 the final budget, so things that did not get 

2 approved may, you know, may still need to be spent 

3 at some point, but they just -- as we saw the 

4 budgets in 2008 at the end of the year when we 

5 approved them, we saw that they were not needed to 

6 be spent in 2009. 

7 Q. Okay. Thank you. Going back to your 

8 direct testimony on page 19, I will be referring to 

9 lines 16 through 18. You mention here that the 

10 planned capital expenditures in 2008 were reduced by 

11 $530 million and that the planned capital 

12 expenditures for 2009 were reduced by more than $450 

13 million? 

14 A. Right. 

15 Q. Is it correct to say that for 2009 the 

16 reduction as reflected in Exhibit REB-16 is 469 

17 million? 

18 A. Yes. 

19 Q. Is it also correct to say that for all 

20 of the 2009 business units the approved budget is 

21 2,790 million? 

22 A. Yes. 

23 Q. Now can I get you to turn to FP&L's 

24 response to South Florida Hospital and Health Care 

25 Association's ninth set of interrogatories, number 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 279. And I'm going to be referring to the 

2 attachment, the first page of the two-page 

3 attachment. 

4 A. Hang on a second . I've got to find 

5 tha t . 

6 Q. Okay. No problem. Just let me know 

7 when you are there. 

8 A. Okay. 

9 Q. Is it correct to say that the total 

10 capital budget using the act ual expenditures for 

11 January through April is 2 ,620 million? And let me 

12 explain 

13 A. Tell me how you got there. 

14 Q. Okay . If you go down, we're l ooking at 

15 the second chart, the actuals for 2009, if you use 

16 the actuals for January, February, March, and April, 

17 the totals, 167, 1 27 , 242, and 191, using the 

1 8 actuals to ca lculate the entire year's total, then 

19 going up to May on the approved capital budget chart 

20 and using the May through December totals there --

2 1 A. Okay. 

22 Q. I'm trying t o find out if the total 

23 capital budget using the actua ls for January through 

2 4 April equals 2 , 620 million. So, I mean, sub j ect to 

25 check. 
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1 A. No. The capital budget is 2790. What 

2 you are referring to is to the extent there was an 

3 underrun in the first four months, that doesn't 

4 change our budget. You know, there is going to be 

5 always timing within the year of certain things and 

6 the business units are held accountable to their 

7 budgets. There may be -- you know, and early in the 

8 year there may be things that are over budget, under 

9 budget. All that really matters from a budget 

10 perspective -- and we don't change the budget, per 

11 se, so the budget is still 2790. 

12 Q. Thanks. But what projects or capital 

13 expenditures were delayed or cancelled for that 

14 period January through April? 

15 A. I don't know of any specific projects 

16 that were delayed or cancelled. 

17 Q. So, Mr. Barrett, are you saying, looking 

18 at the top of this exhibit, I mean not this exhibit, 

19 sorry, the top of this attachment, the Approved 

20 Capital Budget, the numbers that are reflected for 

21 January through April are all higher than, I 

22 shouldn't say they're all higher, three of the four 

23 are higher than those that ended up being the actual 

24 amounts; but you're not aware of why there is that 

25 decrease, why there is the change? 
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1 A. I guess what I'm saying is I don't have 

2 specific projects, per se. Some of them, it is just 

3 timing of capital projects. 

4 Q. Would it be possible for you to provide 

5 a late-filed of the reason why the actual and 

6 approved differed for those four months? 

7 MR. BUTLER: We may be able -- if need 

8 be we can do that. Anna, one thing that I 

9 would suggest is that Mr. Barrett's Exhibit 

10 REB-22 is kind of going to the subject that 

11 you are getting at and it may be productive 

12 to just wait for that and then see whether 

13 this late-filed exhibit is needed. 

14 MS. WILLIAMS: And definitely that is 

15 right where I'm about to go. So why don't we 

16 hold off on that, and if the question that 

17 we're trying to get answered is still 

18 outstanding, we can address it then. 

19 MR. BUTLER: Okay. 

20 BY MS. WILLIAMS: 

21 Q. So staying with this exhibit, but moving 

22 on to page 2 of that exhibit --

23 A. Are you referring back to the 

24 interrogatory? 

25 Q. Sorry, the interrogatory. Page 2 of the 
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1 attachment to interrogatory number 279. 

2 A. Okay. 

3 Q. Can you explain, looking at the top, the 

4 Approved Capital Budget, the row entitled Customer 

5 Service 

6 A. Uh-huh. 

7 Q. -- can you explain why the budget 

8 transfer occurred between customer service and 

9 project development for 9 million? 

10 A. Subject to check, I believe that was a 

11 transfer of some responsibilities out of the 

12 customer service organization into project 

13 development related to conservation activities. 

14 Q. Also referring to this same page, under 

15 the Business Unit descriptions, there is a category 

16 entitled Other. What is included or what does 

17 "other" mean in this chart? 

18 A. Well, it really, I hate to say it, it 

19 means everybody else; but it is the staff units 

20 that are not -- you know, we've essentially listed 

21 the operating units as power gen, nuclear, 

22 transmission, distribution, and customer service. A 

23 couple of the big staff units -- or, actually, one 

24 big staff unit, engineering and construction and 

25 project development, and everybody else kind of gets 
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1 lumped into the other. It would include, you know, 

2 the financial unit, the HR unit, energy marketing 

3 and trading. Everybody else essentially. 

4 Q. Would you be able to specify in greater 

5 detail if you were given time to do so what all is 

6 included in that kind of miscellaneous other 

7 category? 

8 A. Just a breakdown of that 191? 

9 Q. Yes. 

10 A. Sure. 

11 MS. WILLIAMS: Can we do that as a 

12 late-filed? 

13 MR. BUTLER: Sure. We can do that. 

14 Sure. 

15 MS. WILLIAMS: I guess we can call this 

16 2009 Approved Capital Budget Other, unless you 

17 have a better suggestion. 

18 MR. BUTLER: I think we all would 

19 understand what that would mean. 

20 (Deposition Late-Filed Exhibit 1 will 

21 be marked for identification.) 

22 THE WITNESS: We probably ought to 

23 reference it as referenced on Hospital 

24 Association interrogatory 279. 

25 MS. WILLIAMS: Okay. 
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1 BY MS. WILLIAMS: 

2 Q. Now we're going to turn to Exhibit 

3 REB-22 of your rebuttal testimony. 

4 A. Okay. 

5 Q. This is the 2009 Capital Variances to 

6 Budget. Is it correct to say that this exhibit 

7 shows the breakdown of the capital expenditure 

8 reductions by project for FP&L'S response to 

9 interrogatory number 279 of SFHHA's ninth set of 

10 interrogatories? 

11 A. Actually, it was intended to show, I 

12 think the interrogatory response actually is the 

13 year-to-date variance. And this kind of goes beyond 

14 that to say let's take a look at what that does to 

15 the full year. 

16 So I'm not sure if that is responsive to 

17 your question, but this is not prepared in response 

18 to that interrogatory. It was intended for me to be 

19 able to make a couple of points. 

20 Q. Okay. Similar to what I asked you with 

21 respect to FP&L's response to South Florida 

22 Hospital's interrogatory number 279 where there were 

23 two categories titled other, on Exhibit REB-22, at 

24 line 11 you also have a category called other. 

25 A. Yes. 
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1 Q. Is this similar to the one we previously 

2 discussed? 

3 A. Yeah, pretty much. Yes. I don't know 

4 if this exactly matches up because what I did on the 

5 interrogatory response is kind of laid it out on, 

6 you know, kind of a business unit view. 

7 Q. Right. 

8 A. Where on this exhibit it is not the same 

9 view. It is trying to callout a few categories of 

10 things. So the other may be a little bit different, 

11 but it is probably close. 

12 MS. WILLIAMS: Could we get that as a 

13 late-filed also for this particular exhibit, a 

14 description of what is included in "other"? 

15 MR. BUTLER: That's fine. Either as 

16 part of 1 or as a separate 2? 

17 MS. WILLIAMS: Let's go ahead and make 

18 it a separate 2 and we'll just call it 2009 

19 Capital Variances to Budget Other as 

20 referenced in REB-22. 

21 MR. BUTLER: And to be clear, we're 

22 talking about the 19 million, the year-to-date 

23 April variance? 

24 MS. WILLIAMS: I think we're l oo king 

25 f or the whole row of o ther, the -- no. No. 
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1 One second. 

2 Can you include it for all of the 

3 columns in the late-filed? 

4 MR. BUTLER: So basically it is row 11? 

5 MS. WILLIAMS: Row 11, yes. 

6 MR. BUTLER: Okay. 

7 (Deposition Late-Filed Exhibit 2 will 

8 be marked for identification.) 

9 MS. WILLIAMS: Thank you. 

10 BY MS. WILLIAMS: 

11 Q. And I think you mentioned this 

12 previously, that between Exhibit REB-22 and FP&L's 

13 response to South Florida's interrogatory number 

14 279, that you list -- that the information that you 

15 provided varies somewhat because on the exhibit you 

16 are including capital projects, but in the response 

17 to the interrogatory you are including the 

18 information by business unit? 

19 A. Yeah. And then the totals -- it 1S just 

20 a different view. 

21 Q. Exactly. And I think what I want to try 

22 to do now is see if you could maybe walk me through 

23 Exhibit REB-22 and explain which business units 

24 correspond to the capital projects that are listed 

25 on lines 1 through 4 and 7 through 11 of -- I'm 
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1 basically trying to reconcile the two exhibits with 

2 one another and see which business units, you know, 

3 where these capital projects fall within the 

4 business units. 

5 A. Okay. Let's see if I can do this 

6 easily; otherwise, I will just provide that 

7 information on the late-filed. 

8 The West County Project would be in the 

9 engineering and construction and project 

10 development, as would the solar. Nuclear uprates 

11 would be in nuclear. All other clauses are 

12 primarily going to be -- well, it is hard to say 

13 because there is a mixture of things there. There 

14 is some power gen for environmental clauses. 

15 There's going to maybe a little bit of conservation, 

16 which is distribution. So it is primarily power 

17 gen. 

18 Line 7, other generation, is going to be 

19 a mix of nuclear and power gen, just lump those 

20 together. And you see line 8 is the combination of 

21 transmission and distribution. The AMI project on 

22 line 9 is customer service. Information Management 

23 Projects would be in the other, as with the other. 

24 I think that is right. 

25 Q. Are you sure about the Information 
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1 Management Projects being included in other, or will 

2 that be reflected in the late-filed that you're 

3 going to provide? 

4 A. I am pretty sure it is other. Is there 

5 a different category that you think it should be in? 

6 Q. I don't know. 

7 A. That's right. I am pretty sure it is. 

8 Q. Okay. Thanks . 

9 Now, what MFR schedules and FERC 

10 accounts did FP&L use for the approved capital 

11 expenditures and proposed reductions? 

12 A. I don't follow the question here. 

13 MR. BUTLER: First of all, the 

14 "pr op osed reductions," what are you referring 

15 to? 

16 MS. WILLIAMS: We're referring to the 

17 469 million proposed reduction. Hold on one 

18 second. Let me find it. 

19 THE WITNESS: Are you talking about 

20 REB-16? 

21 MS. WILLIAMS: Yes, that's the one I'm 

22 referring to. Sorry. 

23 THE WITNESS: Yeah, REB-16 -- well, the 

24 469 never got into any of the MFRs because the 

25 2790 is what got reflected in the MFRs. 
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1 BY MS. WILLIAMS: 

2 Q. Let me try to rephrase the question. 

3 Were the approved capital expenditures shown as 

4 additions for 2009 through 2011 in the MFRs? 

5 A. Define what you mean by "additions." 

6 Q. Plant additions. 

7 A. It would depend on their inservice 

8 dates. 

9 MR. BUTLER: All right. Can we go off 

10 the record for a moment to see if we can 

11 understand? 

12 MS. WILLIAMS: Yes, we can. Hold on 

13 one second. 

14 (Discussion off the record.) 

15 MS. WILLIAMS: Let's go back on the 

16 record. 

17 Could we get you to provide a 

18 late-filed exhibit of where the capital 

19 expenditures would have fallen within the 

20 MFRs? 

21 MR. BUTLER: And which capital 

22 expenditures are you referring to, the 469 

23 million that was on -- you know, the 

24 difference between the proposed and the 

25 approved budget for 2009 on REB-16? 
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1 MS. WILLIAMS: No. We want the 2,790 

2 total, all of those. 

3 THE WITNESS: But that's the approved 

4 budget that is reflected in the MFRs and 

5 already functionalized. I mean, that's in 

6 there. The MFRs show that. 

7 MS. WILLIAMS: But we wanted to see if 

8 we could get them, get you to provide it to us 

9 by FERC account. 

10 One second. 

11 But you are saying that you don't do 

12 them by FERC account, you don't organize them 

13 that way? 

14 MR. BUTLER: I'm sorry. Could you 

15 repeat that, Anna? 

16 MS. WILLIAMS: I think you said 

17 previously, though, that FP&L does not do them 

18 by FERC account? 

19 THE WITNESS: Doesn't do the budgeting. 

20 You know, we end up functionalizing rate base 

21 and other elements of the test year by FERC 

22 account. 

23 But you are looking for, just to be 

24 sure we're talking about the figures. On, you 

25 know, $2,790 million approved 2009 budget, 
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1 those capital expenditures, where would the 

2 capital expenditures, what FERC accounts they 

3 would show up in? 

4 MS. WILLIAMS: Yes. 

5 MR. BUTLER: The additions, is that 

6 what you are looking to get? 

7 MS. WILLIAMS: Yes, that's what we were 

8 looking for. 

9 THE WITNESS: Keep in mind the 2790 is 

10 not additions, right? Those are cap ex. And 

11 so they go into CWIP, and then as they go into 

12 service they go into plant. That's the 

13 number, the 2790, that is in the filing 

14 functionalized where, you know, it needs to be 

15 in the MFR. 

16 But, you know, the distinction that you 

17 are drawing here, just to be sure it is clear, 

18 is that these are expenditures of 2009. If 

19 they don't close the plant in 2009, but did in 

20 some later year, you know, they stay in CWIP 

21 until they close the plant, and so you 

22 wouldn't necessarily see them as capital 

23 additions in 2009. Some you would and some 

24 you wouldn't. 

25 II 
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1 BY MS. WILLIAMS: 

2 Q. That's what we want to see is which are 

3 included in CWIP and which are plant additions, if 

4 you could break that o ut for us and show us the 

5 differences. 

6 A. I guess I'm just still a little unclear 

7 as to what's, how that's different than what's 

8 reflected in the MFRs where all of these 

9 expenditures go into CWIP, closed plant, or major 

10 projects on certain dates and for minor projects 

11 kind of as they're spent. I'm not sure what I would 

1 2 do that is not already reflected in the MFRs. 

13 Q. All right. We might try to come back to 

14 that in a little bit. 

15 Referring to Exhibit REB-22 again 

16 A. Back in the rebuttal, right? 

17 Q. Yes. 

18 A. Okay . 

19 Q. If you look down in the Notes section, 

20 paragraph 3 , can you exp lain in detail what you mean 

21 by "Primarily timing within 2009" as is stated in 

22 that Notes sect ion? 

23 A. Sure . Basically that refers to the, 

24 lines 3 and 4, the nuclear uprates and the all other 

25 clauses. It just really has to do with the timing 
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1 of the cash flows within the year, that there were 

2 some, particularly on the nuclear uprates, I believe 

3 there were some large vendor payments that had been 

4 budgeted to happen by April that didn't happen 

5 because certain milestones were not reached, but 

6 they would be reached, you know, within 2009. So it 

7 is just timing within 2009. 

8 And as you just follow across, for 

9 instance, line 4, we would project that on net the 

10 nuclear uprates to be 7 million better than budget 

11 at yearend. So 52 better in April, or year-to-date 

12 April, 44 of that turning around over the balance of 

13 the year, and then a yearend projected variance of 7 

14 million better than budget. 

15 So it really just has to do with the 

16 timing of the execution of these projects, as with 

17 all the other ones that I've mentioned that relate 

18 to timing. That's what it means. 

19 Q. Okay. Thank you. I would now like to 

20 refer to FP&L's response to South Florida Hospital's 

21 interrogatory numbers 253 through 255 and POD 71. 

22 A. Okay. 

23 Q. Did you review the responses FP&L 

24 provided to these interrogatories numbers 253, 254, 

25 255, and POD 71 as it relates to the testimony of 
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1 FP&L's witness James Keener? 

2 A. Reviewed prior to filing or reviewed 

3 since? 

4 MR. BUTLER: Reviewed for the 

5 deposition you mean? 

6 BY MS. WILLIAMS: 

7 Q. Yes. 

8 A. Yes. 

9 Q. For interrogatory number 253, in the 

10 response it shows four delayed projects due to the 

11 economic downturn, those are listed 1 through 4, 

12 Norris-Volusia, Princeton, Bobwhite. Do you see 

13 those listed there? 

14 A. Yes. 

15 Q. Could you provide the inservice date for 

16 each of these projects? 

17 A. Could I provide the inservice date? 

18 Q. Yes. 

19 A. I don't have them. I would have to 

20 probably defer to witness Sonnelitter. 

21 I do want to point out that in reviewing 

22 these it appears that two of these four, the delay 

23 was already reflected in the filing, number 1 and 

24 number 2, the Norris-Volusia and the Princeton, the 

25 best I can ascertain. 
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1 I mean, the MFRs that were filed that 

2 had the capital budgets already reflected the delay 

3 of those two projects, project 3 and 4, the 

4 Bobwhite-Manatee and the, I think it is Pellicer. I 

5 don't know how to pronounce it, but --

6 Q. Neither do I. 

7 A. those two delayed subsequent to --

8 Q. the filing. 

9 A. I don't think the answer was necessarily 

10 all that clear, but that's what I have been able to 

11 discern. 

12 Q. Okay. Thank you. 

13 Now I'd like to refer 

14 MR. BUTLER: Just to recap, was there a 

15 to-do for me on that? 

16 MS. WILLIAMS: No, sir. You are off 

17 the hook. 

18 BY MS. WILLIAMS: 

19 Q. Now looking at POD number 71, I would 

20 like to talk to you about some project deferrals. 

21 On POD 71 there is a chart. It's titled DAP New 

22 Substation Five-Year Siting Plan. Do you see that? 

23 A. Hold on just a second. I'm trying to 

24 find it. 

25 Q. Okay. Just let me know when you are 
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1 there. 

2 According to this chart, for 2011 there 

3 are capital expenditures deferred from 2010 for 

4 three substations, Yankee, Memphis, and Angler. 

5 Could you explain why those projects were deferred? 

6 A. No. 

7 Q. Would there be proposed adjustments 

8 based on those deferrals? 

9 A. I don't know why they were deferred or 

10 what the impact of the deferral is. 

11 Q. Do you know who could better answer that 

12 question or could you provide a late-filed with the 

13 specifics of why those projects were deferred and 

14 what impact it would have, what adjustments would be 

15 made? 

16 A. Let me confer just a moment to see what 

17 would be the best way to answer this for you. 

18 Q. Okay. Thanks. 

19 MR. BUTLER: Anna, if you can specify 

20 the particular items that you are looking for 

21 us to follow up, I think it may be most 

22 productive all around for us to give you a 

23 late-filed exhibit on that. 

24 MS. WILLIAMS: Okay. Well, there are 

25 about, I had a line of questioning about six 
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1 different deferrals, which were the Yankee, 

2 Memphis, Angler, Pacetti, FAU, and Pelican, 

3 and for all six of those projects --

4 THE WITNESS: I think I'm better off 

5 just tackling that as a late-filed. 

6 MS. WILLIAMS: Yeah, I think so too. 

7 So rather than go through each question, maybe 

8 I could describe to you what we would like to 

9 see in a late-filed, if that would work for 

10 you. 

11 MR. BUTLER: Well, let's do that and 

12 we'll just see. I mean, we obviously have 

13 very little time here, so -- you know, we've 

14 got competing considerations of thoroughness 

15 versus feasibility for getting it by Friday to 

16 you. So let's see what we have got. But, 

17 yeah, I think that may be the most productive. 

18 THE WITNESS: Can we tick through the 

19 six again just to make sure? 

20 MS. WILLIAMS: Yankee, Memphis, Angler, 

21 Pacetti, and the Monet Expansion, FAU, and 

22 Pelican. 

23 THE WITNESS: You said one was the 

24 Monet, the Monet expansion? 

25 MS. WILLIAMS: M-O-N-E-T. In 2012. It 
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1 was deferred from 2010. 

2 THE WITNESS: The expansion, Monet? 

3 MS. WILLIAMS: Yes. 

4 And what I would like to know about all 

5 of those is for 2010 could you provide the 

6 adjustments to plant, depreciation expense, 

7 accumulated depreciation, and CWIP? Like 

8 which of those projects were included in CWIP? 

9 And, if so, how much was included in CWIP. 

10 THE WITNESS: Okay. 

11 MS. WILLIAMS: Is that okay? And could 

12 that be late-filed Exhibit Number 3? 

13 (Deposition Late-Filed Exhibit 3 will 

14 be marked for identification.) 

15 MR. BUTLER: I think that's right. 

16 MS. WILLIAMS: We could title that 

17 Deferred let's call that 2010 Deferred 

18 Projects as late-filed 3. 

19 THE WITNESS: I'm sorry to be dense on 

20 this, but you said Pelican, right? 

21 MS. WILLIAMS: Yes. 

22 THE WITNESS: And the one I see on this 

23 page shows up in 2014, and it says deferred 

24 from 2011. That's the one? 

25 MS. WILLIAMS: Yes. 
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1 MR. BUTLER: Obviously that would not 

2 be a 2010 deferred project. 

3 THE WITNESS: Right. That's why I was 

4 asking about it. 

5 MS. WILLIAMS: We can just title it 

6 2010-2011 Deferred Projects. 

7 MR. BUTLER: Okay. 

8 MS. WILLIAMS: I'm almost done. I only 

9 have a few more questions. 

10 BY MS. WILLIAMS: 

11 Q. If you could turn to FP&L's response to 

12 FIPUG's second set of interrogatories, number 9. 

13 A. Okay. 

14 Q. Attachment 1. I will be referring to 

15 page 2 of attachment 1. 

16 A. Okay. 

17 Q. Now, this attachment shows for 

18 Bobwhite-Manatee 230KV line inservice date of 

19 December 2011. And the DAP new substation five-year 

20 siting plan, to which we were previously referring, 

21 shows the inservice date of 2013 for Bobwhite 

22 TLSA-23KV. Could you explain the relationship 

23 between those two sites? 

24 A. I don't know. What was the document you 

25 referred to? 
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1 Q. I am referring to the attachment to 

2 FP&L's response to FIPUG's second set of 

3 interrogatories, number 9, page 2 of 2. And then I 

4 went back and was referring to the --

5 A. Number 254. 

6 Q. -- POD 71. Right. That chart titled 

7 DAP New Substation Five-Year Siting Plan. 

8 A. I got it. I just didn't recognize the 

9 title. Sorry. 

10 Q. That's okay. 

11 A. So we're looking at Bobwhite-Manatee. 

12 Q. It says BI number 325. 

13 A. Uh-huh. Yeah, I see it. It is December 

14 11. Yeah, I think I -- and I'm seeing where you are 

15 on the POD. I think it's where it says 12-1-13? 

16 Q. Yes. 

17 A. You just want to know if that's the same 

18 proj ect? 

19 Q. Yes. I think we're just trying to 

20 determine what the relationship is between those 

21 two. Are they the same? Are they related? 

22 A. Yeah, I think I would like to defer to 

23 witness Sonnelitter on that one, Pam Sonnelitter, 

24 the witness who will be adopting the testimony of 

25 Mr. Keener. 
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1 Q. Can you spell the Sonnelitter name for 

2 me, please. 

3 A. Sure. It is, Pamela is the first name, 

4 and then Sonnelitter is S-O-N-N-E-L-I-T-T-E-R. 

5 Q. Who is adopting Keener's testimony. 

6 Okay. 

7 MR. BUTLER: That was the one we 

8 brought up at the prehearing conference the 

9 other day. 

10 MS. WILLIAMS: Right. 

11 BY MS. WILLIAMS: 

12 Q. Could I get you to turn now to Kim 

13 Ousdahl's Exhibit KO-16? 

14 A. Okay. Hang on one second, if you don't 

15 mind me reshuffling my papers. 

16 Q. Take your time. 

17 A. Okay. 

18 Q. Could you please identify any 

19 adjustments to capital expenditures that have been 

20 included in Kim Ousdahl's rebuttal testimony in this 

21 exhibit by FERC account. 

22 A. One that comes to mind is the DOE 

23 settlement, which I refer to in my rebuttal 

24 testimony. Let me see what item that is. 

25 Q. Is that item number 4? 
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1 A. Yes. 

2 Q. Are there any others of which you are 

3 aware? 

4 A. Let me take a quick glance. 

5 No. I believe that is the only one that 

6 affects cap ex. 

7 Q. Okay. Thank you. One second. I just 

8 want to look and see if I have any additional 

9 questions. 

10 Mr. Barrett, I just have a couple 

11 general questions that I want to end with, if that's 

12 okay? 

13 Since you filed your direct testimony in 

14 this case, are you aware if FP&L has taken any 

15 actions or had any discussions concerning staffing 

16 issues in response to the economic downturn that are 

17 not discussed in your direct testimony? 

18 A. Not that I am aware of. 

19 Q. Since the filing of your direct 

20 testimony have there been any discussions within 

21 FP&L or FP&L Group concerning layoffs or downsizing 

22 its workforce in 2009 or 2010? 

23 A. No, not that I'm aware of. 

24 Q. So you are not aware of any plans by 

25 FP&L or FP&L Group to decrease the workforce in 
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1 Florida in 2009 or 2010? 

2 A. No. 

3 Q. And since the filing of your direct 

4 testimony have there been any discussions within 

5 FP&L or FP&L Group concerning any reorganization 

6 within FP&L or FP&L Group? 

7 A. By "reorganization," clarify that, if 

8 you would, please. 

9 Q. I'm referring to any kind of 

10 reorganization that would have an impact on the 

11 workforce. 

12 A. On the FPL workforce? 

13 Q. On the makeup of the FP&L workforce, 

14 yes, the composition or the --

15 A. Not that I'm aware of. 

16 Q. Okay. 

17 MS. WILLIAMS: Thank you. That's all 

18 the questions that I have. Thank you for 

19 being patient. 

20 MR. MOYLE: This is Jon Moyle. I have 

21 some questions. John Butler, I'd defer to you 

22 as to whether you want to plow ahead or 

23 whether the witness needs a break. We've been 

24 going for an hour. 

25 MR. BUTLER: We're okay. Let's see how 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001293 



39 

1 we make progress, if we do. If we don't, 

2 maybe we'll take a break in a little while. 

3 MS. WILLIAMS: John, did you already 

4 fax that to me, the oath? 

5 MR. BUTLER: The oath? Well, let me 

6 double-check that it's happened. I mean, I 

7 have not personally done it, but I expect it 

8 would have. 

9 MS. WILLIAMS: Okay. I'm going to go 

10 check too. Thanks. Sorry for interrupting. 

11 MR. BUTLER: Let's just take a 

12 two-minute break. I'll check on that, and 

13 then we'll be right back. Okay? 

14 MS. WILLIAMS: Okay. Great. 

15 MR. MOYLE: Let's just take five 

16 minutes real quick and we'll gather back up. 

17 MR. BUTLER: Okay. 

18 MS. WILLIAMS: Okay. Thank you. 

19 (Brief recess.) 

20 CROSS EXAMINATION 

21 BY MR. MOYLE: 

22 Q. Mr. Barrett, good morning. I'm Jon 

23 Moyle. I represent the Florida Industrial Power 

24 Users Group. We're an intervenor in this case. I 

25 have a few questions for you. 
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1 A. Okay. 

2 Q. You have been with Florida Power & Light 

3 since 1982; is that correct? 

4 A. Yes. 

5 Q. How many rate cases has Florida Power & 

6 Light had since 1982, if you know? 

7 A. How do we define a rate case? I mean, 

8 we had the, I guess the '83/'84 rate case. We've 

9 had various other cases that, at the various stages 

10 of development, but '85 I think was the last actual 

11 fully litigated base rate increase that, you know, 

12 went all the way through the process, if you will. 

13 Q. So 1985 was the last one where it went 

14 all the way through. You had a settlement in the 

15 '90s, I guess. How many have you had where you 

16 filed MFRs, if you know? 

17 A. I don't know. 

18 Q. I presume you are contemplating it? 

19 A. Oh, no. I said I don't know. 

20 Q. Oh, you don't know? 

21 A. I'm sorry. 

22 Q. Okay. I didn't hear you. Sorry about 

23 that. 

24 A. I apologize. 

25 Q. We're by phone, so you will just have to 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001295 



41 

1 speak up. We would have been waiting a while. 

2 A. I wasn't trying to wait you out there. 

3 I don't know the answer. 

4 Q. All right. And who are you currently 

5 employed by? 

6 A. Florida Power & Light. 

7 Q. Okay. When were you last employed by 

8 NextEra? 

9 A. I accepted a position with Florida Power 

10 & Light I believe it was April of '07. So it would 

11 have been, you know, at that point in time I was 

12 last employed by FPL Energy at the time, now 

13 NextEra. 

14 Q. What was your position with FPL Energy 

15 or NextEra that you last held? 

16 A. Vice president of business development. 

17 Q. And then you were VP of business 

18 development. And what position did you take that 

19 made you move from that position? 

20 A. Vice president of finance for Florida 

21 Power & Light. 

22 Q. Did you change offices when you took 

23 that new job? 

24 A. Physical location? 

25 Q. Yes. 
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1 A. Yes. 

2 Q. Are the offices in separate buildings? 

3 A. Yes. 

4 Q. Okay. Page 4 of your testimony. 

5 A. The direct testimony? 

6 Q. Yes. 

7 A. Okay. 

8 Q. You list a number of drivers in that, 

9 and I know later in your testimony you have a chart 

10 that associates some dollar figures with those. 

11 Would I be correct in assuming that if you were to 

12 rank the significance of those drivers in terms of 

13 impact on the company, that the ranking would 

14 correspond to the numbers in the charts later in 

15 your testimony? 

16 A. I would only be willing to say that the 

17 numbers reflect our quantification of the dollar 

18 impact, not 

19 Q. And would you agree that the dollar 

20 impact is probably the most significant factor to 

21 the company? 

22 A. It certainly is a significant factor. 

23 Q. How much is FPL seeking to increase its 

24 proposed revenue base by? 

25 A. What do you mean by "revenue base"? 
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1 Q. I'm sorry. Base revenue increase. 

2 A. Well, as I have in my direct testimony 

3 on lines 4 through 10, it's 1 billion 044, and that 

4 has been supplemented, if you will, with Witness 

5 Ousdahl's rebuttal, Exhibit KO-16, which reduced it 

6 by I think it was $61 million. I think it was 983, 

7 984, or something like that. 

8 Q. Okay. And on line 5 you say 1,044 

9 million. I guess you can say it in millions or you 

10 can say it 1.04 billion; is that right? 

11 A. Correct. 

12 Q. Why did you use the 1,044 million? 

13 A. Because as I start to break out all the 

14 drivers, everything is in millions, so just to not 

15 confuse things I thought it would be better to be 

16 dividing up a 1044 number into its subcomponents, 

17 rather than dealing in decimals of billions for all 

18 the components. 

19 Q. Okay. I was curious as to that. 

20 Now, if you factor in the amount of 

21 money that FP&L is seeking associated with the GBRA, 

22 would it be true that the ask of FPL is closer to 

23 $1.5 billion in this proceeding? 

24 A. Hang on one second. I believe that, 

25 subject to check on the actual math, that is roughly 
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1 approximate once the GBRA is fully, you know, 

2 implemented. 

3 Q. Okay. 

4 A. You know, West County 3 is proposed to 

5 go in mid of 2011, so, you know, the number in 2011 

6 is only a portion of the GBRA increase. So it all 

7 depends on your point of reference. 

8 Q. On page 4, line 14, you used the term 

9 "revenue deficiency," "FPL's 2011 revenue 

10 deficiency"? 

11 A. Yes. 

12 Q. Tell me your understanding of your use 

13 of the term "revenue deficiency." 

14 A. Essentially it is the revenue 

15 requirement minus the forecasted revenues. So the 

16 difference being deficient to be made fully whole to 

17 the revenue requirement. 

18 Q. Does that assume that you get to a 

19 break-even point or does it assume a return on 

20 equity? 

21 A. The revenue requirement includes an 

22 appropriate return on equity which we have proposed 

23 as 12.5 percent, so --

24 Q. Okay. So when you talk about the 

25 revenue deficiency in your testimony embedded in 
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1 that is a return on equity of 12.5 percent; is that 

2 correct? 

3 A. Yes. 

4 MR. BUTLER: Did somebody just join? 

5 MR. POUCHER: Yes, Earl Poucher from 

6 Public Counsel's Office. 

7 BY MR. MOYLE: 

8 Q. When you were preparing your testimony 

9 or analyzing the forecast, did you consider, do any 

10 charts, do any analysis in which you looked at a 

11 return on equity less than 12.5? 

12 A. No. I mean, our forecast assumed what 

13 we are asking for, the 12.5. 

14 Q. So you didn't do any adjustments or 

15 variations on that, correct? 

16 A. No. Correct. 

17 Q. Part of your exhibit, it is the one I 

18 think staff asked you some questions about, REB-16, 

19 the capital expenditure reductions, could I direct 

20 your attention to that briefly? 

21 A. Okay. 

22 Q. Now, what is this document showing? 

23 A. In essence it is explaining the actions 

24 that we took in 2008 in response to what we saw as a 

25 deteriorating economic situation, the most 
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1 pronounced feature of which was a basically no 

2 growth or very little growth in our customer load 

3 basis. 

4 So the first set of columns on the left 

5 side there reflect the original 2008 budget and the 

6 actions that we took to reduce that resulting in 

7 about a $530 million decrease. 

8 And then the right set of columns, which 

9 we talked about earlier with staff, was the early 

10 look at 2009 and then the final approved budget 

11 reflecting a reduction of 469 from what the business 

12 unit's first view of 2009 would have been. 

13 So the intent of the exhibit really is 

14 to show how we manage our expectations of capital 

15 expenditure outlays based on our evolving view of 

16 the deteriorating economic situation. 

17 Q. And am I correct in that these numbers 

18 are those of FP&L Group? 

19 A. No. These are Florida Power & Light. 

20 Q. The thing at the top that says: 

21 Excludes New England Division, why was that put on 

22 the exhibi t? 

23 A. Just for completeness because these 

24 numbers do not include the capital expenditures 

25 related to the New England Division, because it is, 
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1 you know, jurisdictionally adjusted out. 

2 Q. Does the nuclear piece include any 

3 nuclear expenditures related to nuclear assets 

4 managed by NextEra? 

5 A. No, sir. 

6 MR. BUTLER: Jon, for clarification, 

7 what that is referring to is this NED, the 

8 substation facilities that Ms. Ousdahl 

9 addresses in her testimony. 

10 MR. MOYLE: Does it exclude the New 

11 England Division, John? 

12 MR. BUTLER: Yeah, the New England 

13 Division of FPL. It is actually specifically 

14 connected with a substation at the Seabrook, 

15 or near the Seabrook plant, and that's really, 

16 that's what that title is intended to be 

17 referring to. 

18 MR. MOYLE: Okay. And maybe I can just 

19 get the witness to confirm. 

20 BY MR. MOYLE: 

21 Q. FP&L, the regulated utility, does not 

22 have assets outside of Florida, does it? 

23 A. We do own a portion of the Scherer Coal 

24 Plant in Georgia, but it serves retail customers 

25 here in Florida. 
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1 Q. In Florida. 

2 A. But other than that, you are correct. 

3 Q. Okay. I found this to be a helpful 

4 exhibit. Did you prepare or do you have a similar 

5 exhibit that might reflect the going-in budgets that 

6 you testify about all the business units prepare 

7 business plans and budgets and they go through a 

8 review process? Do you have an exhibit that shows 

9 what the going-in number of these business units 

10 were as compared to the coming-out number? Do you 

11 follow my question? 

12 A. Well, let me just ask a couple of 

13 clarifications. We're referring to 2009, correct? 

14 Q. Yes. In your testimony I think on page 

15 5 you talk about this review committee. 

16 A. Right. 

17 Q. Yes. 

18 A. So for 2009 what I have attempted to 

19 show here on Exhibit 16 is that the 2009 proposed 

20 budget, I would characterize that as equivalent to 

21 your characterization of kind of a going-in number, 

22 if you will. 

23 Q. Okay. 

24 A. And that was really just shown here -- I 

25 mean, it is a process we do every year, but it was 
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1 shown here to really highlight the fact that as we 

2 moved through the process and the economy continued 

3 to deteriorate, we appropriately reduced those 

4 requests to be in line with what we ultimately 

5 expected' 09 to look like. 

6 Q. Have you done something similar for '010 

7 and '011 in terms of the budgeting process? 

8 A. No. 

9 Q. But the '010 and '011 budgets, don't 

10 they go through that process where the review 

11 committee looks at them? 

12 A. Yes. And the '010 and the '011 approved 

13 forecasts reflect kind of our similar view of the 

14 economy that ended up being reflected in this 2009 

15 approved budget column. They were all consistent. 

16 Q. And what I was trying to do is to get an 

17 understanding as to the, how rigorous this review 

18 process is. 

19 A. Uh-huh. 

20 Q. So you don't know in terms of like, say, 

21 2010 what the cumulative budget number was of all 

22 the business units going into this process and then 

23 what that number was coming out of the process; is 

24 that correct? 

25 A. Correct. 
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1 Q. And the same question with respect to 

2 2011? 

3 A. I guess what I would answer is I have 

4 not prepared a schedule that looks like REB-16 that 

5 reflects the information that you are looking for. 

6 Q. And I was just asking, do you know, you 

7 know, have any information about a compare and 

8 contrast between the budget forecast prepared for 

9 2010 or 2011 that would reflect a going-in number as 

10 compared to a coming-out number of the review 

11 process? 

12 A. I don't have it with me here In the 

13 room. I could look to see if that is something I do 

14 have. 

15 MR. MOYLE: John, do you want to 

16 provide that as a late-filed exhibit if he has 

17 it? 

18 MR. BUTLER: Okay. Let me confer here 

19 just briefly and I'll be right back to you. 

20 (Brief pause off the record.) 

21 MR. BUTLER: Jon, we can do something. 

22 I don't know that it is going to be at the 

23 same level of specificity because obviously we 

24 don't have a lot of time to prepare this, but 

25 I think we can provide something that will be 
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1 addressing your issue about the going-in 

2 versus corning-out positions on capital 

3 expenditure budgets for 2010 and 2011. 

4 MR. MOYLE: Okay. Thank you. John, 

5 the review committee, they look at more issues 

6 than capital expenditure. I think they look 

7 at O&M and other. I mean, it is kind of a 

8 complete budget look, isn't it? 

9 THE WITNESS: Yes. 

10 BY MR. MOYLE: 

11 Q. Okay. And you have been involved with 

12 this review committee for a number of years? 

13 A. Two years I have been in this position. 

14 Q. Have you seen in the two years, has the 

15 review committee typically trimmed budget requests 

16 that corne to it or just kind of approved as 

17 submitted or increased it? 

18 A. I would say, generally speaking, 

19 probably trimmed, but there is going to be probably 

20 some give and take across the business units. For 

21 instance, there may be a situation where it is 

22 determined that more resources need to be deployed 

23 to a specific business unit and less in another 

24 business unit depending on the business needs. 

25 Part of the review process is to look 
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1 kind of wholistically at the business and the 

2 challenges being faced by the business. 

3 Q. I appreciate that. In part of your 

4 filing I guess you have submitted budget 

5 information, projected information for 2010 and 

6 2011, correct? 

7 A. Yes. 

8 Q. And as we sit here today, you can't give 

9 me I mean, a lot of state agencies or local 

10 governments have gone through budget trimming 

11 processes or budget cutting processes where they say 

12 we have to do more with less, and they have 

13 effectuated percentage changes on their projected 

14 budgets. 

15 You don't have any information as to 

16 whether FP&L has done something similar specifically 

17 as it relates to 2010 or 2011 projected budgets, 

18 correct? 

19 A. Correct. 

20 Q. You have familiarity with forecasts, 

21 correct? 

22 A. Yes. 

23 Q. You would agree with me, would you not, 

24 that forecasts that are done closer to a particular 

25 point in time, all other things being equal, 
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1 typically are more reliable than forecasts done for 

2 a later point in time, correct? 

3 A. With the caveat that all things are 

4 never equal, I would say generally that is probably 

5 true. 

6 Q. Right. And so if you were going to make 

7 a forecast for something happening in 2015, you 

8 would rather have data from 2014 that reflected all 

9 of the things you'd consider as compared to 2010, 

10 correct? 

11 A. I think that's generally true. However, 

12 I do want to say that I believe the important thing 

13 is that the assumptions be reasonable and be 

14 balanced such that -- you know, you're always going 

15 to have deviations from the forecast, but to the 

16 extent it is a forecast that is, you know, for lack 

17 of a better metaphor, kind of down the middle of the 

18 fairway, your deviations up or down, you know, 

19 hopefully largely offset. 

20 Q. And I'll stick with your fairway 

21 analogy. 

22 A. I'm not in the fairway often, so be 

23 careful. My wife would attest to that. 

24 Q. But if you are playing the third hole 

2 5 and you are up on the green of the third hole, it is 
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1 easier to look forward and see what the tee box of 

2 the fourth hole looks like as compared to the tee 

3 box of the 17th hole, correct? 

4 A. I guess it depends on where that tee box 

5 is, but I'll go with your analogy here. 

6 Q. And following that line of thought, 

7 wouldn't it also follow that the projections for 

8 2010 are more reliable than the projections for 

9 2011? 

10 A. I don't think that I would characterize 

11 it as more reliable simply because of what I said 

12 earlier, which is that if you are using balanced 

13 assumptions and a rigorous process then typically 

14 you're going to find things that kind of go up and 

15 down and they're going to somewhat offset. So, you 

16 know, I feel like our 2010 and our 2011 forecasts 

17 are both reliable. 

18 Q. Okay. Now, to dig in a little bit 

19 further, with respect to degrees of comfort or 

20 reliability, wouldn't you have more comfort in 2010 

21 as compared to 2011, all other things being equal, 

22 because it is at a point in time, 2010 is at a point 

23 in time closer to today than 2011? 

24 A. I wouldn't agree with that just, you 

25 know, carte blanche. I mean, I think that 
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1 typically, you know, as I said, you pick assumptions 

2 that are balanced, that have, you know, equal 

3 likelihood, if you will, of being up or down, and 

4 so, you know, I think 2011 is reliable, as I think 

5 2010 is reliable. 

6 Q. Do you think you could have done a 

7 reliable forecast for 2015 and that have the same 

8 reliability as a 2010 or a 2011 forecast? 

9 A. I think obviously the further out you go 

10 it becomes more challenging, but I don't think, you 

11 know, the difference between 2010 and 2011 are so 

12 great as compared to your analogy of 2015 to draw 

13 that same distinction. 

14 Q. Let me refer you to page 6 of your 

15 testimony on line 11. 

16 A. Okay. 

17 Q. You are talking about a subsequent year 

18 adjustment and you say: "Given the significant time 

19 and financial resource commitments involved in fully 

20 litigated base rate proceedings, the Commission, the 

21 Company, and other stakeholders would benefit by 

22 minimizing the frequency of these costly 

23 proceedings." 

24 Does FP&L seek to avoid rate cases? 

25 A. I think we seek to make sure that our 
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1 prices are low and that our shareholders are 

2 adequately compensated. And to the extent we can 

3 avoid a rate case in doing that, by managing the 

4 business effectively, I think that that is always 

5 desirable, as evidenced by our, you know, avoiding 

6 rate cases, per se, and entering in settlement 

7 agreements in the past. 

8 I think we believe it benefits all 

9 parties, not the least of which is the Commission, 

10 to avoid those lengthy procedures. 

11 Q. But you would agree rate cases are a key 

12 component or key element of the regulatory process, 

13 correct? 

14 A. They are a key component. I think an 

15 equally key component is the Commission surveillance 

16 process, where on a monthly basis they're taking a 

17 look at our profitability and determining whether it 

18 is appropriate. And that's a lot more frequent and 

19 realtime, if you will. 

20 Q. And in the rate case, you are aware that 

21 Public Counsel has filed testimony and taken a 

22 position that the FP&L rates should go down, not up, 

23 correct? 

24 A. I'm aware that is their position. 

25 Q. Okay. You have some testimony about the 
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1 GBRA in your filing, and would you agree that a GBRA 

2 is a mechanism that if it continues it also works to 

3 avoid rate cases? 

4 A. In our view it minimizes the likelihood 

5 of having to file a rate case. 

6 Q. And so the Commission has this process 

7 where they like the witnesses to answer yes or no. 

8 I presume from that answer that you would agree that 

9 a GBRA would work to make it less likely that a rate 

10 case would need to be filed, correct? 

11 A. Yeah. I would answer that correct, yes. 

12 I don't think that's the way the question was 

13 phrased the first time. 

14 Q. Do you believe that the GBRA mechanism 

15 is a good regulatory device? 

16 A. Yes. 

17 Q. Do you believe that FP&L should be the 

18 only utility to benefit from that, from the GBRA 

19 mechanism? 

20 A. I don't know anything about the other 

21 utilities, but I believe we've demonstrated that it 

22 works well has worked well for FPL and should 

23 continue. So I guess, you know, no, I don't 

24 necessarily believe we should be the only one. It 

25 is an effective mechanism and it should be effective 
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1 for all. 

2 Q. In your testimony you have indicated 

3 that the GBRA allows consumers to test the actual 

4 cost of the plant that is approved pursuant to the 

5 need determination. How do you see consumers 

6 contesting those costs? 

7 A. My understanding is that through the 

8 need determination process that the, that is a 

9 process that parties have the ability to be a part 

10 of and that's where the cost of the particular 

11 generating facility is determined to either be, you 

12 know, the least cost or not. 

13 Q. And then when you do an actual what did 

14 it cost, those are based on projected numbers in the 

15 need determination, correct? 

16 A. The actual what did it cost? 

17 MR. BUTLER: What are you referring to 

18 by that, Jon? 

19 MR. MOYLE: I'm trying to ask the 

20 witness where ultimately he would see the GBRA 

21 cost being determined. 

22 THE WITNESS: Ultimately, I believe, 

23 and, you know, I have not been involved in the 

24 specifics of it, but as I understand it, we 

25 make a filing with the Commission as to the 
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1 final actual inservice cost of the facility. 

2 And to the extent it is lower than the cost 

3 that was estimated in the need determination, 

4 then there is a true-up mechanism that would 

5 protect the customers. To the extent the 

6 costs were greater than, then we would have 

7 the burden of having to seek recovery of the 

8 excess. 

9 So it is kind of an automatic true-up 

10 on the customer side if we come in lower than 

11 cost, than the need determinations projected 

12 costs, but an option for us to seek recovery 

13 of any excess costs. 

14 BY MR. MOYLE: 

15 Q. And you would agree that generation 

16 capital expenditure is one of the more significant 

17 items in running a utility, correct? 

18 A. It is a significant, yes, it is a 

19 significant expenditure. 

20 Q. And to the extent that the Commission 

21 decided to have those costs determined in a separate 

22 proceeding where that was the focus, that wouldn't 

23 cause you concern, would it? 

24 A. As I understand it, that's sort of what 

25 the need determination process does. They look at 
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1 that specific unit and the specific costs, and then 

2 in the filing, after it goes into service, again, 

3 review the costs, and to the extent they were lower, 

4 there is this true-up. 

5 Q. And I'm specifically referring to the 

6 subsequent filing. You know, given the costs 

7 involved of that subsequent filing, you don't see 

8 any problem if the Commission desired to do that in 

9 a separate docket, do you? 

10 A. I believe the Commission can do whatever 

11 it chooses to do. I think all the information is 

12 filed with them for them to make that determination. 

13 Q. Right. But would you have any objection 

14 to it being done on a separate docket? 

15 A. Not really. I mean, if that's what the 

16 Commission thinks is required for them to approve 

17 it. 

18 Q. Okay. And, again, I'm just trying to 

19 get the viewpoint from FP&L. But you told me "not 

20 really," correct? 

21 A. Correct. 

22 Q. A couple of other points. I know we're 

23 trying to be sensitive on time here, but on page 12 

24 of your testimony you refer to jurisdictional 

25 separation factors, and I was going to ask you what 
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1 you were referring to. 

2 A. Where are we on page 12? 

3 Q. Line 13. 

4 A. That's where the financial statements go 

5 into this cost of service system, which develops the 

6 separation factors, which divide it up into retail 

7 and non-retail jurisdiction so that we can only 

8 assign the retail costs to the retail customer. 

9 Q. Have you provided information 

10 specifically as to how those costs are divided? 

11 A. Joe Ender is the one -- witness Joe 

12 Ender is the one that handles the cost of service 

13 for FPL. He's a witness in this case. 

14 Q. Are you confident that the filing you 

15 have made excludes all non-retail transactions? 

16 A. Yes, with the correction made in KO-16 

17 for transmission service function. Yeah, with that 

18 one exception, I do have confidence that everything 

19 else has been done correctly. 

20 Q. Okay. Do you have any changes to your 

21 testimony or corrections, or any of your exhibits, 

22 as we sit here today? 

23 MR. BUTLER: Jon, we're going to be 

24 filing, targeted at the end of the day today 

25 per the prehearing conference, the errata for, 
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1 you know, Mr. Barrett as well as others. I 

2 think it would be more productive to get that 

3 rather than have him try to run through them, 

4 unless he just has them off the top of his 

5 head. 

6 BY MR. MOYLE: 

7 Q. Okay. Let's do it this way: Do you 

8 have any substantive changes, that you would 

9 consider substantive changes to your testimony as 

10 compared to sort of technical changes that don't 

11 change the substance of your testimony in a 

12 meaningful way? 

13 A. I guess there is only one that would be 

14 considered maybe substantive, and, again, that's 

15 kind of a sliding scale. And it's on Exhibit REB-22 

16 in my rebuttal. 

17 Q. Yes, sir. 

18 A. And on line 20 in the footnote there 

19 regarding -- well, I'll wait until you get there. 

20 Q. I'm there. 

21 A. Okay. Where it references the 22 

22 million recovery pursuant to the DOE settlement, the 

23 number really should be 28. And I think in the text 

24 of the testimony as well it refers to that same 

25 item, and that would be changed as well to 28. 
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1 Q. So it is a $6 million increase on that? 

2 A. Yes. 

3 Q. A couple of other lines of inquiry. In 

4 your testimony, what did you assume as an inflation 

5 factor for 2010 and 20l1? 

6 A. I believe it was the subject of witness 

7 Morley's testimony and it was 2 percent in each of 

8 those years. 

9 Q. Do you track recent reports on inflation 

10 that may be issued by the Federal Reserve or other 

11 entities? 

12 A. From time to time. Not specifically. 

13 Q. Are you aware if the Federal Reserve 

14 recently met and issued some inflation forecasts? 

15 A. No, I'm not aware of that. 

16 Q. If they did and those inflation 

17 forecasts were less than 2 percent, would you 

18 believe that would warrant an adjustment? 

19 A. I think it would be a complicated thing 

20 to consider because without going through the whole 

21 budget process it is hard to just kind of do a 

22 topside adjustment for inflation because not 

23 everything is impacted the same way depending on the 

24 measure of inflation you are talking about, whether 

25 it be CPI, PPI, CPI core, you know, excluding energy 
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1 and food. So it is hard to sit here today and say 

2 that any adjustment would necessarily be required. 

3 Q. Do you know if an adjustment, let's say 

4 a 1 percent adjustment on inflation, from 2 percent 

5 to 1 percent, were made, do you know what that would 

6 translate into approximately in terms of dollars? 

7 A. No. 

8 Q. A couple of questions about your 

9 testimony related to storm accrual. I think it is 

10 page 27 of your testimony. 

11 A. Okay. 

12 Q. Now, you-all are seeking additional 

13 monies for storm accrual, correct? 

14 A. Correct. 

15 Q. And why is that? 

16 A. Well, as testified by witness Harris and 

17 also witness Pimentel, we believe it is an important 

18 component to the financial preparedness for storm 

19 recovery, much like, you know, buying insurance for 

20 items that are insurable. A portion of storm 

21 recovery we believe should be an annual expense as a 

22 normal cost of service, just like insurance costs 

23 would be. 

24 Q. And don't you also have the ability in 

25 the event of a storm to come back in and seek relief 
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1 from the Commission as was done after I think storms 

2 In '04 and '05? 

3 A. Yes. And that's another key component 

4 of the proper recovery of storm-related expenses. 

5 However, there is -- the 150 million a year of storm 

6 accrual that we're seeking by no means is intended 

7 to replace the need to be able to come back in to 

8 the Commission for recovery of, you know, damages 

9 that are in excess of 150 million or even what may 

10 be sitting in the storm fund at the time. 

11 The ability to come back in after the 

12 fact is an important component to make sure that we 

13 are fully recovering the costs, but we believe 

14 another important component is this annual accrual 

15 so that we can cover most events in most years. And 

16 to the extent we don't need to cover events in any 

17 year, build up a storm fund that provides liquidity 

18 to fund restoration activities when financial 

19 markets may be stressed. 

20 I mean, in the fall of last year when 

21 credit markets were seized up, we are very fortunate 

22 that we didn't have any restoration events that we 

23 had to fund. It would have been difficult 

24 potentially to raise funds in that kind of 

25 environment. 
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1 Q. Right. And what you are referring to is 

2 a two- or three-week period last fall in which 

3 credit essentially was not available to certain 

4 companies that were below A rating; is that right? 

5 A. I am not sure about the two- to 

6 three-week period that you are referring to. It 

7 sounds about right. But just thinking back on the 

8 '04 season, we had three hurricanes in six weeks. 

9 Q. And what amount of lag time did you have 

10 from the storm events to your recovery through the 

11 Commission after-the-fact process? 

12 A. I don't recall. 

13 Q. It was not more than a year, was it? 

14 A. I think that sounds about right, but I 

15 really don't recall. But we had to basically fund 

16 the restoration for that year period. We had to 

17 have sufficient liquidity so that that was not an 

18 issue in terms of being able to restore power. 

19 Q. And Florida Power & Light has credit 

20 facilities available to it at 250 billion or in 

21 excess of 250 billion; is that correct? 

22 A. No, not 250 billion. 

23 Q. How much? 

24 A. I think it is two - and-a-half billion. 

25 Q. I'm sorry. Can that two-and-a-half 
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1 billion credit facility be looked to to fund storm 

2 expenses? 

3 A. To the extent that it is not committed 

4 to backing up, for instance, our commercial paper 

5 program. You know, in some cases, if there are 

6 significant fuel under-recoveries, for instance, 

7 that are funded by commercial paper, then some of 

8 those credit lines are basically committed to 

9 guaranteeing that commercial paper. So it is not 

10 kind of an open line of credit, if you will, of 

11 two-and-a-half billion to be used for storms. 

12 Q. Do you know what the most amount ever 

13 committed under that $2.5 billion credit facility 

14 has been? 

15 A. No, I don't. 

16 Q. Does FP&L have a policy or kind of a 

17 rule of thumb to try to leave certain room in that 

18 $2.5 billion credit facility in the advance of storm 

19 season? 

20 A. I think that witness Pimentel is better 

21 able to answer that. 

22 Q. Do you have any information on it? 

23 A. No. 

24 MR. BUTLER: Jon, how much more do you 

25 have? 
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1 MR. MOYLE: 15 minutes or so. 

2 MR. BUTLER: And is there anyone else 

3 who has questions for Barrett? 

4 MS. GRIFFITHS: I do. 

5 MR. BUTLER: Well, just letting 

6 everybody know, and, Anna, I will let you 

7 know, I'm going to be e-mailing Lisa, but 

8 we're obviously going to have to postpone the 

9 start time for Ms. Ousdahl's deposition 

10 because, as I mentioned earlier, some of us 

11 involved here are also involved in that 

12 deposition. 

13 MS. WILLIAMS: Right. 

14 MS. GRIFFITHS: That's good. I'm 

15 involved in that one as well, so I appreciate 

16 the postponement. 

17 MR. MOYLE: Yeah, I am as well, John. 

18 I'll try to get there. 

19 BY MR. MOYLE: 

20 Q. Mr. Barrett, would you agree given the 

21 $2.5 billion credit facility and the ability to 

22 recover storm impacts post-storm, that the storm 

23 accrual request can be reasonably portrayed as a 

24 belt-and-suspenders request? 

25 A. No. 
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1 Q. Does FP&L, has FP&L ever sought recovery 

2 from FEMA for any expenses related to storms? 

3 A. I don't know. 

4 Q. Page 30. 

5 A. Okay. 

6 Q. You talk about -- I may not have the 

7 exact cite here, but in your testimony you talk 

8 about a pension expense, correct? 

9 A. Yes. 

10 Q. And you need to fund the pension expense 

11 because the returns have not been as projected? 

12 A. I guess I wouldn't use the word "fund." 

13 But basically the way we recognize pension expense, 

14 the adverse performance of the fund in '08 has 

15 increased our pension expense. 

16 Q. And how much has it increased it by? 

17 A. I guess it depends on your point of 

18 reference. What I mentioned in my testimony here is 

19 it has gone up $20 million versus 2006 for the 2010 

20 number. Like I said, I don't actually use that 

21 number in this testimony, but for the '06 to '010 

22 period which I'm referencing on line 13, it equates 

23 to about $20 million. 

24 Q. And when the pension fund earns more 

25 money than you need to make it actuarial sound, what 
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1 lS done with those excess funds? 

2 A. I think I would probably defer to 

3 witness Ousdahl on that as far as how the accounting 

4 works. 

5 Q. You reference a 7.75 percent return. 

6 What does that figure represent? 

7 A. That's the expected return on the assets 

8 in the pension fund. 

9 Q. And is that an aggressive number or can 

10 you characterize that? I presume you're, because 

11 you've relied on testimony about the pension, you 

12 are involved with that in some way, correct? 

13 A. I'm actually not involved in the 

14 pension, per se. I just used it in describing its 

15 impact on our rate request. 

16 Q. Does the pension invest in Florida Power 

17 & Light stock, FPL Group, or FPL the regulated 

18 company? 

19 A. I don't know what its investments are. 

20 Q. You were asked just a couple of 

21 questions about the Bobwhite-Manatee facility, and I 

22 think there was a difference as to inservice dates. 

23 Is that essentially your understanding of the 

24 disparity that was pointed out by staff? 

25 A. As I understood it, there was a -- well, 
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1 first of all, we're going to provide a late-filed 

2 exhibit on this, but I think there was a delay that 

3 was cited. I don't know about a disparity. 

4 Q. Okay. It wouldn't be a reasonable or 

5 prudent practice to move forward in your view, would 

6 it, with a capital expenditure if there was an 

7 appeal pending of approval to site a new 

8 transmission line, would it? 

9 A. I'm not really understanding the 

10 question. Could you clarify what you mean by an 

11 appeal on a project? 

12 Q. Sure. The Bobwhite-Manatee transmission 

13 line, it is my understanding that there is a pending 

14 appeal in that case, and I was wondering if you have 

15 any information as to whether that may be the cause 

16 for what I understood to be differing dates as to 

17 when that may come into service. 

18 A. I'm not aware of the appeal that you are 

19 speaking of. 

20 Q. And if there was an appeal, if I was 

21 correct, you would agree that spending money on 

22 something that is not a final done deal, if you 

23 will, from a regulatory standpoint, probably does 

24 not make a lot of sense? 

2 5 A. I wouldn't agree with that statement 
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1 just on its face. I think it would have to be a 

2 reasonable expectation this project is going to go 

3 forward and the cash flows that would support that 

4 project and service would need to be considered. 

5 MR. MOYLE: Okay. That's all I have. 

6 Thank you for your time. 

7 THE WITNESS: Thank you. 

8 CROSS EXAMINATION 

9 BY MS. GRIFFITHS: 

10 Q. Mr. Barrett, this is Meghan Griffiths on 

11 behalf of South Florida Hospital and Health Care 

12 Association. I have a few additional questions. 

13 Are you ready or do you need another break? 

14 A. I am good. 

15 Q. Okay. Could you please pull up FPL's 

16 response to SFHHA's first set of interrogatories, 

17 interrogatory number 15, and let me know when you're 

18 there. 

19 A. I've got it. 

20 Q. All right. This interrogatory asked you 

21 to provide an estimate of growth and revenues, 

22 number of customers, net profits or units of sales 

23 or service related to any period subsequent to 

24 December 31, 2009. And SS FPL provided an 

25 attachment to that interrogatory, attachment number 
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1 1, that I would like to ask you some questions 

2 about. 

3 A. Okay. 

4 Q. First, are you familiar with this 

5 interrogatory response? 

6 A. Yes. 

7 Q. Did you help prepare it? 

8 A. Yes. 

9 Q. Okay. Turning to attachment number 1, 

10 page 1, there are three separate datasets relating 

11 to three different budgets. Could you please 

12 explain to me the difference in the datasets? 

13 And what I'm referring to specifically 

14 is the first dataset appears to refer to the 2009 

15 rate case, the second dataset refers to the 2009 

16 budget, and then the third dataset refers to the 

17 rating agency, the 2009 rating agency reports; and I 

18 would like you to explain the difference in these 

19 different datasets. 

20 A. Okay. Well, first of all, the 

21 difference in the budget and the rate case really 

22 has to do with the, an update to the sales forecast 

23 that was made in January prior to our filing of the 

24 rate case that lowered our revenues from what was 

25 done in the budget, which was kind of in the 
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1 December timeframe of 2008. So that's really the 

2 difference between the budget and the rate case. 

3 Q. So the rate case is, as you filed it in 

4 this rate case and the 2009 budget is what you 

5 originally had in your approved budget; is that 

6 accurate? 

7 A. Yes. 

8 Q. Okay. 

9 A. And then in the rating agency, the main 

10 difference between that and -- or I think the only 

11 difference between that and the '09 and the -- well, 

12 the rate case for 2010 and 2011 has to do with the 

13 assumption of the full rate, the rate increase 

14 request being granted. So it reflects the full rate 

15 increase 

16 Q. So 

17 A. rating agency forecast. 

18 Q. the rating agency operating -- and 

19 we're referring to the third dataset, correct? 

20 A. Yes. The rate case forecast assumed no 

21 increase in base revenues as a result of the rate 

22 case. The rating agency assumed full recovery of 

23 the rate request. 

24 Q. All right. And why do you title it 

25 rating agency? 
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1 A. It was prepared for use with discussions 

2 with the rating agencies that rate our bonds. 

3 Q. Okay. So have you divulged this 

4 information to rating agencies that -- I'm sorry. 

5 Have you divulged this information to the rating 

6 agencies, the operating revenues, growth percent, 

7 based on this third dataset? 

8 A. I don't know if we have divulged 

9 operating revenues, per se. That's something that 

10 was asked for in this interrogatory. It came from 

11 the same forecast that was used to present to the 

12 rating agency. So the interrogatory response pulled 

13 from that forecast, but gave the Hospital 

14 Association what they asked for. 

15 Q. Okay. Did you report to rating agencies 

16 the information that, in the first two datasets, 

17 basically the, assuming that you do not receive your 

18 full rate request or your growth or income is based 

19 on your current actuals? 

20 A. Just for clarification, are you asking 

21 if we provided the dataset that you are calling --

22 what you are calling the dataset labeled here 2009 

23 Rate Case? 

24 Q. Yes, that's correct. 

25 A. I don't know if that was presented to 
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1 the rating agencies. I don't believe it was. 

2 Q. All right. And what about the second 

3 dataset? 

4 A. That was the second one. Is the 2009 

5 budget being the first one? 

6 Q. Yes. I'm sorry. 

7 A. Yeah. We did not provide that one. We 

8 only provided the 2009 rating agency forecast. 

9 Q. Okay. When do you create, or when did 

10 you create the 2009 rating agency forecast? 

11 A. I don't know. It was in the spring of 

12 this year. I don't know the date. 

13 Q. So it would have been created in '09? 

14 A. Yes. 

15 Q. Okay. 

16 A. It would have been, yes, in '09. 

17 Q. All right. And let me clarify, and I 

18 know you have gone over this a little bit, but just 

19 so I can make sure that I'm clear on the different 

20 assumptions in these first datasets, the first 

21 dataset is, let's see, you are assuming your rate 

22 case -- well, assuming the rate case is not 

23 approved, correct? 

24 A. The one labeled 2009 Rate Case assumes 

25 that none of the requested revenues are granted. 
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1 Q. Okay. And then the second one assumes 

2 wha t ? 

3 A. Well, again, I thought that was the 

4 second one. 

5 Q. I'm sorry if I'm not being clear. The 

6 first dataset I'm referring to is the one at the top 

7 of the page. 

8 A. Okay. If we're going to say that is the 

9 first one, then let's just stipulate that 2009 rate 

10 case when used on this page means the first dataset. 

11 Q. Understood. 

12 A. It is as I described, then. 

13 Q. Okay. 

14 A. And then the second one I guess is what 

15 we're calling 2009 budget in the middle section? 

16 Q. Yes. 

17 A. And the difference between that one and 

18 the rate case is the, basically the sales forecasts, 

19 so the revenues. 

20 Q. Okay. 

21 A. The third one is this 2009 rating agency 

22 case, which is the full request granted. 

23 Q. And just to clarify, the 2009 rating 

24 agency is the one that you report to the rating 

25 agencies, whereas you do not report the 2009 rate 
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1 case or 2009 budget dataset to the rating agencies? 

2 A. Correct. I mean, it was our most 

3 current forecast at the time that it was given to 

4 the rating agencies. It's not that we would have 

5 excluded these other ones for any other reason. The 

6 rating agency forecast was the most current at the 

7 time. 

8 Q. Okay. Thank you. 

9 A. You're welcome. 

10 Q. Could you turn to page 23 and 24 of your 

11 direct testimony? 

12 A. Okay. 

13 Q. I would like to ask you about one of the 

14 drivers that you list 

15 A. Okay. 

16 Q. -- in your direct testimony, and that 

17 particular driver is the depreciation changes that 

18 you refer to. 

19 A. Okay. 

20 Q. Is it correct that the company is no 

21 longer proposing to provide the $125 million annual 

22 depreciation credit that was agreed to in the 2005 

23 settlement agreement? 

24 A. Correct. 

25 Q. And what is the rationale for that? 
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1 A. The rationale is that first of all that 

2 125 million depreciation credit was part of the 

3 settlement agreement that was kind of in the mix 

4 with several other items that enabled us to avoid 

5 the rate increase that we needed in 2005. 

6 Secondly, you know, we have filed a 

7 comprehensive depreciation study as part of this 

8 case that proposes what the appropriate rates for 

9 depreciation would be going forward. And so that is 

10 where it is handled. 

11 Q. Was one of the reasons that the company 

12 was able to provide the $125 million depreciation 

13 credit in the settlement agreement because it had a 

14 significant surplus in its depreciation expense? 

15 A. I was not part of the negotiations 

16 there, but I think it was determined that the 125 

17 million for four years was something that could be 

18 handled. 

19 Q. And what do you mean when you say "could 

20 be handled"? 

21 A. I mean that we could absorb 1 2 5 million 

22 a year of credit, given where our theoretical 

23 surplus was at the time. And that knowing that it 

24 was, you know, a four-year period and, you know, 

25 when you combine it with the other factors that were 
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1 part of the settlement agreement, it was part of the 

2 give and take that enabled us to reach a settlement. 

3 Q. And it is true today that the company 

4 still has a significant theoretical surplus reserve 

5 for the depreciation expense; is that correct? 

6 A. That's my understanding, yes. 

7 Q. What is different today between 2005 

8 when the company determined that it could provide 

9 that $125 million credit? 

10 MR. BUTLER: Well, excuse me. You 

11 know, we have witnesses who testify to those 

12 differences at some length. If Mr. Barrett 

13 has some general information, that's fine, but 

14 this is really outside his area. 

15 MS. GRIFFITHS: I'm asking Mr. Barrett 

16 about why this is a driver of the rate case. 

17 And he discussed it there, so I believe my 

18 questions are targeted to that. And I will 

19 try to not go outside his scope of knowledge. 

20 BY MS. GRIFFITHS: 

21 Q. But, Mr. Barrett, if you could answer 

22 that question, I would appreciate it. 

23 A. Well, yeah, let me answer it within the 

24 scope of my testimony, which is it is a driver 

25 because the company has assumed 125 million is not 
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1 there anymore, and so that's 125 million of that 

2 266, plus the cumulative impact of having taken 1 2 5 

3 million a year for four years makes up another 50 

4 something, what did I say, 52 million on page 24. 

5 So the discontinuation of tha t credit is 

6 a large part of this 266 that I have quantified 

7 there. That's really the extent of what I have 

8 tried to do here is to say part of the reason that 

9 we need 1 billion 044 is related to depreciation 

10 changes and, by the way, there are some things that 

11 have caused depreciation to equal this 266 million 

12 that I have quantified. 

13 Q. It is not a driver because the 

14 theoretical reserve is not big enough to handle such 

15 a credit? 

16 A. I missed the first part of that. I'm 

17 sorry. 

18 Q. The depreciation changes that you refer 

19 to, when you said that they're a driver of the rate 

20 case, but the $125 million discontinuation of the 

21 credit, which comprises part of the $266 million 

22 total, that is not a driver because the theoretical 

23 reserve surplus is n o t sufficient enough to handle 

24 the co ntinuation of such a credit; is that correct? 

25 A. I am not really able t o opine o n that. 

ACCURATE STENOTYPE REPORTERS, INC . 
080677 Hearing Exhibit - 00001336 



82 

1 What I can say is it is a driver because we've 

2 assumed that the 125 credit is no longer there. 

3 Q. It is just based on that assumption, it 

4 is not based on the assumption that the theoretical 

5 reserve would decrease to such an amount that it 

6 would be inappropriate to continue it; is that 

7 correct? 

8 A. That's -- within the scope of my 

9 testimony, I'm not making any characterization of 

10 the 125 other than quantifying its impact. 

11 Q. And then the other depreciation 

12 increases that you referenced are, let's see, the 

13 third one, the $89 million regarding increases 

14 related to the depreciation study, is that $89 

15 million increase, is that driven by changes in 

16 service lines and things such as that? 

17 A. I don't know all the specifics of what 

18 drives it. What I will tell you is that is the 

19 quantification of the increase to depreciation 

20 expense using the new proposed rates versus the 

21 current rates. I don't know why the new rates are 

22 what they are. We have witnesses that testify to 

23 that. But the difference in rates applied to the 

24 2010 plant balances is an equivalent to an expense 

25 of about $89 million. 
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1 Q. Okay. And I just, again, I'm trying to 

2 find out why it is a driver, so I want to understand 

3 your knowledge of how depreciation affects the 

4 company's earnings. 

5 If depreciation expense is increased 

6 because, for example, service lives are extended so 

7 the depreciation expense goes down, what impact 

8 would that have on the company's earnings? 

9 A. Well, I guess in and of itself if 

10 depreciation expense goes down and earnings go up, 

11 unless there is a corresponding reduction in 

12 revenues, in which case it has no impact on 

13 earnings. It does have an impact on cash flow, 

14 which is a quality of earnings issue that I believe 

15 witness Pimentel has probably talked about. But, 

16 you know, depreciation going one direction or the 

17 other kind of depends on what happens with revenues 

18 as a result. 

19 Q. Okay. And when you say it kind of 

20 depends on revenue, if you could just clarify that 

21 for me. 

22 A. If you were to lower or raise 

23 depreciation and correspondingly raise or lower 

24 revenues, it would have no impact on earnings if 

25 they were equal and offsetting. 
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1 Q. Okay. Thank you. So basically the 

2 decrease in depreciation expense would have a 

3 corresponding decrease in the necessary revenue 

4 requirement and there would, therefore, be no impact 

5 on earnings; is that accurate? 

6 A. In this case, because we are setting 

7 base rates, if it were determined by the Commission 

8 that the depreciation expense should be lower, then 

9 the revenue requirement associated with that would 

10 come down and it would have no impact on book 

11 earnings, but it would have an impact on operating 

12 cash flow. 

13 Q. Understood. Thank you for clarifying 

14 that. Let me also ask you about another driver that 

15 you list on page 23, and that's the storm reserve 

16 accrual. 

17 A. Yes. 

18 Q. And could you explain, if you could, if 

19 the similar analogy that, a similar -- let me think 

20 of the word to describe it. You just said the 

21 depreciation expenses if lowered would not 

22 necessarily have an impact on earnings. Does that 

23 also apply to a decrease in the storm reserve 

24 accrual? 

25 A. I will give you the same explanation 
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1 here that I used for depreciation. We are asking 

2 for an increase in revenues to cover an increase 

3 from zero to 150 million of storm reserve accrual. 

4 So it has no impact on our net income in the 

5 request. Similarly, if that number were to change 

6 and the revenues were correspondingly to change, it 

7 still would have no impact on earnings. 

8 Q. Okay. It's essentially -- because you 

9 will get your recovery for that regardless? 

10 A. I'm not sure I understand that. 

11 MR. BUTLER: Recovery for what, 

12 Ms. Griffiths? 

13 MS. GRIFFITHS: I'm sorry. I'm 

14 referring to the, in this example, the storm 

15 expense. 

16 MR. BUTLER: You know, tha t 's depends 

17 on future proceedings, doesn't it? I mean, 

18 are you talking about in this rate case? 

19 MS. GRIFFITHS: I'm talking generally 

20 as a regulatory matter. 

21 BY MS. GRIFFITHS: 

22 Q. If you had a storm -- if you did not 

23 increase your storm reserve accrual to 150 milli o n 

24 and there was a storm in Florida, you have, for 

25 example, the securitization statute that would allow 
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1 you to recover your storm expenses that way. 

2 A. I'm not necessarily familiar with how 

3 the securitization statute works, but any future 

4 recovery would be dependent upon the Commission's 

5 approval. 

6 Q. Okay. Thank you for clarifying that. 

7 Let me skip to a different subject. Just a moment. 

8 Could you turn to page 6 of your direct 

9 testimony? 

10 A. Six? 

11 Q. Yes, 6. 

12 A. Okay. 

13 Q. You were asked about lines 11 through 14 

14 previously, and I just wanted to ask you a followup 

15 question, and this is regarding the rationale for 

16 your subsequent year adjustment. And one of the 

17 reasons that you provided for that adjustment was to 

18 avoid the significant time and financial resource 

19 commitments involved in a fully litigated base rate 

20 proceeding. 

21 And I was wondering if you have provided 

22 in your filing a cost benefit analysis basically 

23 quantifying the benefits of not having a rate 

24 proceeding versus providing the 2011 subsequent test 

25 year adjustment in with your request. 
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1 A. I don't believe we've provided a cost 

2 benefit analysis. 

3 Q. Has anybody? 

4 A. I don't believe so, no. 

5 Q. Has the company attempted to perform 

6 such an analysis? 

7 A. Not to my knowledge. 

8 Q. Would it even be possible? 

9 A. That's a hard one off the top of my 

10 head. I don't know. You can certainly quantify the 

11 cost of a proceeding because we're going through it 

12 now. 

13 Q. But to compare it to the offsetting 

14 benefits of not providing a rate case, the company 

15 is unable to do so? 

16 A. I don't know. 

17 Q. All right. Could you turn to page 7 of 

18 your direct testimony? 

19 A. Okay. 

20 Q. And on page 7 you refer to the 

21 generation base rate adjustment, the GBRA mechanism. 

22 Has the company provided a tariff that describes the 

23 GBRA? 

24 A. I think that that's probably better 

25 answered by witness Deaton. 
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1 Q. Did you say "Deaton"? 

2 A. Deaton, Renae Deaton. 

3 Q. Well, if you know, does the company 

4 intend to provide such a tariff? 

5 MR. BUTLER: Ms. Griffiths, I am pretty 

6 sure that there is a proposed tariff that is 

7 in the rebuttal testimony of Ms. Deaton. 

8 MS. GRIFFITHS: Okay. Thank you for 

9 that clarification. I appreciate that. 

10 BY MS. GRIFFITHS: 

11 Q. Let's see. And now I'm skipping 

12 subjects again. Could you turn to page 18 of your 

13 direct testimony? 

14 A. Okay. 

15 Q. And on lines 11, I'm sorry, lines 12 

16 through 15, you refer to University of Florida 

17 forecast populations. 

18 A. Yes. 

19 Q. What does the company use those 

20 forecasts for? 

21 A. I believe that witness Morley has 

22 discussed this, but generally we use the population 

23 forecast to help us develop a customer forecast. 

24 Q. And when you say "customer forecast," do 

25 you mean increases in population growth that would 
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1 impact low growth and so on? 

2 A. No. I mean customer growth. 

3 Q. Customer growth. Okay. And what is the 

4 customer growth used to forecast? 

5 A. Again, this is described in a lot of 

6 detail and depth by witness Morley, but essentially 

7 we combine a customer forecast with a use per 

8 customer to develop a load or sales forecast. 

9 Q. Okay. And is it accurate to say that 

10 the forecasts have been volatile? 

11 A. I don't think volatile is the right 

12 terminology because it has not been moving up and 

13 down. It has been kind of moving in one direction, 

14 which has been down. 

15 And I think the last forecast that the 

16 University of Florida put out was in March or April 

17 of this year and they have not revised one since 

18 then. So it is starting to settle down a little 

19 bit, but I don't think volatile is the right word. 

20 Q. Okay. But how many did they issue in 

21 '09? 

22 A. They have only issued one. 

23 Q. And would that change your forecast for 

24 2010 or 2011? 

25 A. It is hard to answer that in a vacuum. 
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1 Are you talking about our customer forecasts? 

2 Q. Yes. 

3 A. I think that, you know, Dr. Morley is 

4 more appropriate to answer, you know, exactly the 

5 impact of that on our forecast. 

6 Q. Do you know generally what it is? 

7 A. The population forecast that came out in 

8 March or April of this year was lower than what was 

9 in November of last year, so or October of last 

10 year, so I am presuming that it would be lower. 

11 Q. Could I refer you to Exhibit, let's see, 

12 REB-22. 

13 A. Okay. 

14 Q. Now, you described earlier an errata 

15 that you were going to be making and that you said 

16 was in reference to note 4, and you increased the 

17 expected recovery due to the DOE settlement, from 22 

18 to 28? 

19 A. Yes. 

20 Q. Could you describe for me what impact, 

21 if any, that would have on your revenue requirement? 

22 A. It has already been quantified in the 

23 KO-16 exhibit. 

24 Q. And is that the 6 -- I think it is 

25 approximately $6 million. Does that ring a bell? 
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1 A. Hold on one second. Let me just look at 

2 that. Because there were two pieces, I think. Let 

3 me just check. 

4 Actually, yeah, it's item number 4, and 

5 it is roughly $3 million in 2010 and $6 million in 

6 2011. 

7 Q. Okay. Just a moment. I'm shuffling my 

8 papers to get there as well. 

9 Okay. So it is a $6.9 million? 

10 A. But I just want to caution you, though, 

11 that this item on KO-16 involves more than just what 

12 I'm referring to here on REB-22, which is really 

13 just kind of '09 because there is also future period 

14 effects that are all incorporated in KO-16. But I 

15 was just addressing '09 cap ex on REB-22, so that's 

16 why there's going to be slightly different numbers 

17 on KO-16. 

18 Q. Okay. I see. So your '09, and I just 

19 want to make sure I'm making an apples-to-apples 

20 comparison, at that footnote 4, which item number 

21 specifically are you referring to and is it limited 

22 to the impact on the 2010 retail revenue requirement 

23 versus the 2011? 

24 A. Item number 4 or note number 4 is 

25 referring to an expected recovery from the DOE in 
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1 2009 that was not budgeted, and it will have an 

2 impact on 2010 and 2011, and they're already 

3 captured in KO-16, as well as things that happen 

4 beyond 2009. 

5 Q. Okay. Now, I believe in the prior year, 

6 and this is if you know, the prior year 

7 MS. WILLIAMS: Can you repeat the 

8 beginning of that question? You got cut off. 

9 THE COURT REPORTER: Have her repeat 

10 the whole question. 

11 MS. WILLIAMS: Or the whole question. 

12 I'm sorry. 

13 MS. GRIFFITHS: Okay. Sorry about 

14 that. Let me try again. 

15 MR. BUTLER: It seemed like somebody 

16 just joined. Did somebody just join? Okay. 

17 BY MS. GRIFFITHS: 

18 Q. Okay. And I am asking you about the DOE 

19 settlement referred to on Exhibit KO-16, item number 

20 4 . And I have noticed that there was a difference 

21 in the amount that the company received related to 

22 the settlement for this anticipated in 2009 versus 

23 the amount that it received in 2008. If you know, 

24 what is the reason for the difference in the 

25 settlement amounts that it will receive? 
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1 A. Well, first of all, we didn't receive 

2 anything 1n 2008. We received certain dollars in 

3 2009 related to periods prior to 2009. So is that 

4 what you are referring to? 

5 Q. That helps clarify it for me, yes. But 

6 if you could --

7 A. And basically we had budgeted in 2009 to 

8 receive funds for those prior periods. So those 

9 basically don't have any impact because we had 

10 budgeted to receive funds and we did receive funds. 

11 What does have an impact is we didn't 

12 budget receipt of any funds for activities in 2009 

13 and beyond. So that's what KO-16 is now reflecting 

14 because the settlement was entered into, I believe, 

15 after the rate filing. 

16 Q. And is there a difference in the amount 

17 that you budgeted in '09 versus the amount that you 

18 are now budgeting for subsequent years? And if so, 

19 why? 

20 A. Let me just try to clarify this. The 

21 amount we budgeted in '09 related to periods prior 

22 to '09. What KO-16 is addressing is those things 

23 that are activities in '09 and beyond which were not 

24 budgeted. So they're apples and oranges. 

25 Q. Understo od . And just t o make sure that 
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1 I'm not beating a dead horse here, I'm trying to 

2 clarify, is that the reason why there is a 

3 difference in the amount that, the amount that would 

4 be budgeted for '09 based on prior years versus 

5 subsequent years? 

6 A. Yes, because they're different periods. 

7 Q. And the settlement amounts are subject 

8 to vary based on the years? 

9 A. Are subject to what? 

10 Q. The vary, to vary. 

11 A. Basically the way that it works is we 

12 spend the money on certain activities that are under 

13 the settlement agreement reimbursable by the DOE. 

14 So it depends on what we have planned to spend on 

15 those activities that we would then get 

16 reimbursement for, and KO-16 goes through that 

17 quantification. 

18 Q. Okay. All right. Thank you for that 

19 clarification. 

20 And I have some additional. Back to 

21 Exhibit REB-22. 

22 A. Okay. 

23 Q. The projected yearend variance that you 

24 have listed on line 7 for other generation, it looks 

25 like you're going to be about $18 million better off 
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1 than you budgeted. What is that attributable to? 

2 A. Well, the largest item in there, and 

3 this is one of those where, as I mentioned, my 

4 errata for this particular exhibit is going to 

5 change the footnote 4 to say 28 million instead of 

6 22. So, in essence, there is, that 18 is going to 

7 have a favorable variance of 28 from this DOE 

8 settlement and about 10 million of unfavorable 

9 variances in other projects that would be then 

10 projected to be worse than budget. 

11 Q. Is your errata going to show all of the 

12 variances that would occur on REB-22? 

13 A. The only thing I'm going to show in my 

14 errata is to correct footnote 4. 

15 Q. Okay. But based on what you just said, 

16 the amount for other generation, the yearend 

17 projected variance, would that number 18 change to 

18 28 or did I misunderstand you? 

19 A. Well, I think I had the wrong reference 

20 in the footnote. The 28 was in the number. I just 

21 had the wrong reference. 

22 Q. I see. 

23 A. Because when I pulled the information to 

24 make the footnote, I just, I left a piece out, quite 

25 honestly. 
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1 Q. Okay. So the variances of that line are 

2 attributable to the DOE settlement? 

3 A. Yes. 

4 Q. Okay. With respect to the other, on 

5 line 4 when you say "All Other Clauses," what other 

6 clauses are you referring to? 

7 A. Primarily environmental clause. 

8 Spending in some of the fossil plants on 

9 environmental projects, and there is some timing 

10 related to equipment purchases and things like that. 

11 Q. Would the -- and I'm sorry, line 2 with 

12 solar, how would that recover? 

13 A. That's recovered through the 

14 environmental clause as well. I just thought it was 

15 worth breaking that one out separately. That's 

16 three projects, Martin, Manatee, and -- or, excuse 

17 me, Martin, DeSoto, and NASA Space Coast. Those 

18 three solar projects are expected to be 41 better 

19 than budget by yearend. 

20 Q. And is that a result of some of the 

21 grants that the company could potentially receive? 

22 A. No. 

23 Q. What is the reason for the variance? 

24 A. I believe it is just, you know, better 

25 execution and some change in scope on the projects. 
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1 Q. And since there is a recovery 

2 environmental clause --

3 A. I'm sorry? 

4 Q. -- would those variances be reflected 

5 automatically in rates? 

6 A. They go through the environmental 

7 clause, yes. 

8 Q. So the rates would decrease 

9 correspondingly? 

10 A. Correct. There are --

11 Q. What's 

12 A. -- revenue requirements associated with 

13 this, obviously. 

14 Q. I'm sorry. I missed that last sentence 

15 you just said. 

16 A. For the revenue requirement associated 

17 with this, this is a cap ex item, so, yes, it would 

18 get reflected in the clause, and the rates would be 

19 adjusted automatically as part of our annual clause 

20 filings. 

21 Q. And that's an annual filing that you 

22 make? 

23 A. Part of the environmental clause, yes. 

24 Q. Okay. 

25 MS. GRIFFITHS: Let me look through my 
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1 notes for just a second and see if I have 

2 anything else for you, Mr. Barrett. I'm 

3 getting close to the end here. 

4 (Brief pause.) 

5 BY MS. GRIFFITHS: 

6 Q. Let me follow up on some questions that 

7 you were asked by Mr. Moyle, and this is regarding 

8 the needs determinations with respect to the GBRA. 

9 And correct me if I am wrong, but you testified that 

10 the needs determinations are based on forecasted 

11 costs for a unit and then are trued up when the unit 

12 actually goes into service; is that correct? 

13 A. For a GBRA qualified unit, that is 

14 correct. 

15 Q. Now, the company makes a filing when 

16 that unit goes into service, but do intervenors have 

17 the opportunity to examine the costs, the actual 

18 costs based on the current functioning of the GBRA? 

19 A. I don't know. 

20 Q. You don't know? 

21 A. I don't know. I would presume in our 

22 clause filings when the GBRA rate is set and when it 

23 is reviewed after it goes into service, for the 

24 true-up to be affected, there is an opportunity to 

25 be a participant in those hearings, but I don't know 
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1 the exact specifics of how it works. 

2 Q. Okay. 

3 MS. GRIFFITHS: Those are all the 

4 questions I have, Mr. Barrett. Thank you. 

5 MR. BUTLER: Anyone else? 

6 Hearing none, let me confer just 

7 briefly. I don't know that I have got much 

8 redirect, but I just want to check and be sure 

9 and then hopefully we can close this out and 

10 get on to Ms. Ousdahl. 

11 MS. WILLIAMS: Jon Moyle, are you still 

12 on? 

13 MR. MOYLE: I am. 

14 MS. WILLIAMS: You had asked, you had 

15 requested a late-filed exhibit. I think it 

16 was the fourth one. It was about the 2010 and 

17 2011 proposed versus approved budgets that you 

18 had wanted. 

19 MR. MOYLE: Right. 

20 MS. WILLIAMS: We didn't title that, so 

21 do you have something specific that you want 

22 to call it? 

23 MR. BUTLER: How about Proposed versus 

24 Approved 2010 and 2011 Capital Expenditures 

25 Budgets? 
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1 MS. WILLIAMS: Perfect. 

2 MR. MOYLE: That would be perfect. I 

3 presume there will be separate documents, 

4 correct, one for 2010 and one for 2011? 

5 THE WITNESS: I could put them on one 

6 page. It's just going to be two columns of 

7 numbers, right? 

8 MR. BUTLER: It will probably be a 

9 single document, but it will address 

10 separately the two, you know, years. 

11 MR. MOYLE: Yeah, just so long as it is 

12 clearly understandable one is 2010 and the 

13 other is 2011. 

14 MR. BUTLER: It will address the years 

15 separately. 

16 MS . WILLIAMS: Okay. Thank you for 

17 clarifying that name for that. 

18 (Deposition Late-Filed Exhibit 4 will 

19 be marked for identification.) 

20 MR. BUTLER: You're welcome. And FPL 

21 does not have any redirect of this witness, so 

22 I think with that we are concluded. We do not 

23 waive reading and signing. 

24 When will we able to get the transcript 

25 do you think? 
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1 THE COURT REPORTER: Can I go off the 

2 record? 

3 MS. WILLIAMS: Yes. 

4 (Discussion off the record.) 

5 MR. BUTLER: I am expecting we can get 

6 all of these late-filed exhibits by Friday. 

7 MS. WILLIAMS: Do you guys want to stay 

8 off the record to do this or go back on? 

9 MR. MOYLE: No. Let's stay off I 

10 think. 

11 MR. BUTLER: I don't think there is 

12 really anything else we need for the record 

13 that I'm aware of. 

14 MS. WILLIAMS: Okay. We just wanted to 

15 make sure. 

16 (Discussion off the record.) 

17 THE COURT REPORTER: I just wanted to 

18 know if you wanted me to do appearances again 

19 since there were several beeps, if not I've 

20 got the ones we got in the beginning. 

21 MR. BUTLER: Why don't we just ask 

22 whether anybody joined who was not on at the 

23 beginning, and, if so, to identify themselves 

24 and make an appearance. 

25 MR. BECK: Yes. This is Charlie Beck 
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1 with the Office of Public Counsel. 

2 MS. WILLIAMS: Anyone else? Okay, 

3 thank you. I guess that concludes the 

4 deposition. 

5 MR. BUTLER: Thank you. 

6 (Deposition concluded at 11:35 a.m.) 
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1 CERTIFICATE OF REPORTER 

2 

3 STATE OF FLORIDA: 

4 COUNTY OF LEON: 

5 

6 I, ANITA M. PEKEROL, do hereby certify that 

7 the foregoing proceedings were taken before me at 

8 the time and place therein designated; that my 

9 shorthand notes were thereafter translated under my 

10 supervision; and the foregoing pages numbered 1 

11 through 102 are a true and correct record of the 

12 aforesaid proceedings. 

13 

14 I FURTHER CERTIFY that I am not a relative, 

15 employee, attorney or counsel of any of the 

16 parties, nor relative or employee of such attorney 

17 or counsel, or financially interested in the 

18 foregoing action. 

19 

20 

21 

22 

23 

24 

25 

DATED THIS 20th day of August, 2009. 

ANITA M. PEKEROL, CP, CM, RPR, CRR 
2894-A Remington Green Lane 
Tallahassee, Florida 32308 
850-878-2221 
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1 CERTIFICATE OF ADMINISTERING OATH 

2 

3 

4 

5 STATE OF FLORIDA: 

6 COUNTY OF LEON: 

7 

8 I, ANITA M. PEKEROL, Registered Professional 

9 Reporter and Notary Public in and for the State of 

10 Florida at Large: 

11 

12 DO HEREBY CERTIFY that on the date and place 

13 indicated on the title page of this transcript, an 

14 oath was duly administered by Jacqueline Bussey to 

15 the designated witness before testimony was taken. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

DATED THIS 20th day of August, 2009. 

ANITA M. PEKEROL, CP, CM, RPR, CRR 
2894-A Remington Green Lane 
Tallahassee, Florida 32308 
850-878-2221 

My Commission Expires: February 20, 2011. 
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1 ERRATA SHEET 

2 Under penalties of perjury, I declare that I have read 
the transcript of my deposition, pages 1 through 104, and 

3 that the facts stated in it are true, including any 
corrections and/or amendments listed below. 

4 

5 DATE: (ROBERT E. BARRETT, JR.) 

6 (In Re: Petition of Increase in Rates by FP&L Company) 

7 Page/Line Correction or Amendment Reason for Change 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 Deposition: August 19, 2009 Reporter: Anita M. Pekerol 

25 
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ACCURATE STENOTYPE REPORTERS, INC. 
2894-A Remington Green Lane 
Tallahassee, Florida 32308 

(850) 878-2221 

August 20, 2009 

JOHN T. BUTLER, ESQUIRE 
Florida Power & Light Company 
700 Universe Boulevard 
Juno Beach, Florida 33408-0420 

RE: Petition For Increase In Rates by FP&L Company. 

Dear Mr. Butler: 

Enclosed please find your copy of the deposition of 
ROBERT E. BARRETT, JR. taken on August 19, 2009, in the 
above-styled case. 

106 

As the witness did not waive reading and signing, I am 
also attaching the errata sheet as the last page of the 
transcript and request that your office make the 
necessary arrangements with the witness to read your copy 
of the deposition, noting any corrections on the errata 
sheet, then dating and signing the errata sheet. 

Please forward the original signed and dated errata sheet 
to Ms. Williams and a copy to all counsel of record. If 
the errata sheet or a request for an extension is not 
received within 30 days from receipt of this letter or 
before the hearing (whichever is sooner) counsel may 
assume that the signature has been waived. 

Thank you for your cooperation in this matter. 

Sincerely yours, 

ANITA M. PEKEROL, CP, CM, RPR, CRR 

READ AND SIGN LETTER 
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ERRATA SHEET 

Under penalties of perjury, I have read the foregoing transcript of my deposition, 
pages 1 through 102, and hereby subscribe to same, including any corrections andlor 
amendments listed below. 

August, 20, 2009 
DATE 

PAGE/LfNE ERROR OR AMENDMENT REASON FOR CHANGE 

_..!.1O~/...!.1-,-5~__ Should be attributed to Mr. Butler_ Typo 

_::.22!::!!/...!.1~6 ___ Change "distribution" to "customer_ Misspoke 

______ Service" _______________ _ 

26119 Change "the plant" to "to plant" _____ Typo __ _ 

. ...;2~6~/2"_'=2'__ __ Change "the plant" to "to plant" ____ Typo __ _ 

27/-".9 ____ Change "closed plant" to _~- ___ Typo __ _ 

______ "closed to plant" _____________ _ 

_ .::.30~/..!.1:.!.4-~1.=.5 __ Should be attributed to Witness ____ ~T.J.-y.t<:po"__ __ _ 

_ 7~2:::!.;/2=_4'__ __ Change "SS FPL" to "FPL" ______ Typo __ _ 

89/1 Change "low" to "load" __ -- ___ Typo ___ _ 

Reporter: Anita Pekerol of Accurate Stenotype Reporters, Inc. 
Date of Deposition: 08/19/09 

Petition for rate increase by FPL - Docket No. 080677-EI 

080677 Hearing Exhibit - 00001362 



2009 Approved Capital Budget 
Excludes New England Division 
(Smillio •• ) 

Business Unit Jan Feb Mar 

Other (REF. SFElliA !fth Int #279) 
St Lucie Joint Ownership Credit (1) (1) (2) 

Capitalized Overheads 3 3 6 
AFUDC 6 6 7 
Information Management 6 6 7 
Human Resources 0 
Strategy, Policy & Business Process 1 1 
General Counsel 1 1 
Financial Business Unit 0 0 1 

Total Other (REF. SFHHA 9th Int #279) 16 17 20 

Note: columns and rows may not foot due to rounding 

DOCKET NO. OS0677-EI 
2009 APPROVED CAPITAL BUDGET OTHER AS REFERE..~CED ON HOSPITAL ASSOCIATION INTERROGATORY 279 

ROBERT E. BARRETT 
LATEFILEDEXHlBITNO. 1,PAGE 1 OF 1 

Ref~rence 

Exhibit REB-16 
2009 

Approved 

AM Mav Jun Jul ~ ~ Oct Nov Inc Total fuu!W Difference Comment 

(1) (3) (1) (l) (1) (1) (1) (3) (2) (20) 
3 3 3 3 4 3 3 3 3 3& 
7 8 4 5 5 5 5 2 2 63 
7 5 7 7 7 & 6 6 8 81 
1 1 1 1 1 1 8 
1 1 1 1 7 
1 1 1 1 7 
0 0 1 0 1 0 0 6 

19 15 16 16 17 17 15 11 13 192 191 1 Net rounding differences 
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Line 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

2009 Capital Variances to Budget 

Capital Project 
Other Variance (REB-22, Row 11) 

Project Development 
Engineering Construction and Corporate Services 
Strategy, Policy and Business Planning 
Human Resources 
Accounting 
General Counsel 
Customer Service 

Total Other Variance (REB-22, Row 11) 

DOCKET NO.080677-E1 

2009 CAPITAL V ARlANCES TO BUDGET OTHER AS REFERENCED IN REB-22 
ROBERT E. BARRETT 

LATE FILED EXHIBIT NO. 2. PAGE I OF 1 

Notes 

(1) 
(2) 
(3) 

(4) 
(5) 
(6) 
(7) 

Better I (Worse) than Budget 
($millions) 

May-Dec Year-End 
YTD April Projected Projected 
Variance Variance Variance 

6 (19) (13) 

4 (4) 0 
2 (2) 0 
2 6 8 
2 (2) 0 
2 (2) 0 
1 (12 0 

19 (23) (5) 

12 ~N~o~t~es~ __ ~ __ ~ __ ~~~~~ ____ ~~ __ ~ __ ~~ __ ~~~~~ __ ~ __ ~~ __ ~~ ________ ~~~ __ ___ 
13 (1) YTD variance is primarily during year timing on the pipeline project $4; YE variance is primarily between year timing issues 
14 associated with Canaveral and Riviera modernizations $(13) and preliminary work on new solar projects $(6), partially offset 
15 by benveen year timing issues on the pipeline project $6. 
16 (2) Primarily timing within 2009 related to transmission right of way acquisitions and facilities management projects. 
17 (3) Primarily timing within 2009 related to aviation. 
18 (4) Proportion of incentive accrual to be allocated to capital lower than planned: YTD $2 and YE S8. 
19 (5) Primarily timing within 2009 related to capitalized overheads. 
20 (6) Primarily timing within 2009 related to project licensing and permitting. 
21 (7) Primarily timing within 2009 related to office equipment and furnishings. 
22 
23 Note: columns and rows may not foot due to rounding 
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Docket No. 080677~EI 
2010 - 2011 Deferred Projt:cts 

Robel1 E. Barrett, Jr. 
Late-Filed Exhibit No.3 

Page I of 2 

2010 - 2011 Deferred Projects 

2010 Projected Test Year 

Total Jurisdictional FPSC 
Company Factor Jurisdictional 

Rate Base 

Plant in Service (Account 101) (,000) ($000) 

Yankee (1.126) 1.000000 (1,126) 
Memphis (1,927) 1.000000 (1,927) 
Angler (2,609) 1.000000 (2,609) 
Pacetti (1 ,061) 1.000000 (1,061) 
FAU (40) 1.000000 (40) 
Expand Monet (451) 1.000000 (451) 
Pelican (61) 1.000000 (61) 

Total (Account 101) (7,276) (7,276) 

Accumulated Depreciation (Account 10S) 

Yankee 13 1.000000 13 
Memphis 27 1.000000 27 
Angler 54 1.000000 54 
Pacetti 11 1.000000 11 
fAU 1.000000 1 
Expand Monet 8 1.000000 8 
Pelican 1 1.000000 1 

Total (Account 108) 114 114 

Construction Work In Progress (Account 107) 

Yankee (908) 1.000000 (908) 
Memphis (1 ,799) 1.000000 (1,799) 
Angler (606) 1.000000 (606) 
Pacetti (926) 1.000000 (926) 
FAU (28) 1.000000 (28) 
Expand Monet (205) 1.000000 (205) 
Polican (95) 1.000000 (95) 

Total (Account 107) (4,565) (4,565) 

Operating Expenses 

Deprec/allon Expense (Aceol/nt 403) 

Yankee (33) 1.000000 (33) 
Memphis (57) 1.000000 (57) 
Angler (72) 1.000000 (72) 
Pacetti (32) 1.000000 (32) 
FAU (1) 1000000 (1) 
Expand Monet (14) 1.000000 (14) 

Pelican (2) 1.000000 (2) 
Total (Account 403) (;>11) (211) 
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Docket No. 080677-EI 
2010 - 20 I I Deferred Projects 

Robert E. Ban-ert, Jr. 

Late-Fi led Exhibit No.3 

Page 2 of 2 

2010 - 2011 Deferred Projects 

2011 Projected Subsequent Year 
Total Jurisdictional FPSC 

Company Factor Jurisdictional 

Rate Base 

Plant In ServiclI (Account 101) ($000) ($000) 

Yankee (1,612) 1.000000 (1,612) 
Memphis (5,801) 1.000000 (5,801) 
Angler (3,116) 1.000000 (3,116) 
Pacelli (2,237) 1.000000 (2.237) 
FAU (803) 1.000000 (803) 
Expand Monel (556) 1.000000 (556) 
Pelican (1 ,323) 1.000000 (1 ,323) 

Total (Account 101) (15,449) (15,449) 

Accumulated Depreciation (Account 108) 

Yankee 60 1.00DOOO 60 
Memphis 144 1.000000 144 
Angler 136 1.000000 136 
Paceni 63 1.000000 63 
FAU 9 1.000000 9 
Expand Monet 24 1.000000 24 
Polican 17 1.000000 17 

Total (Account 108) 453 453 

Construction Work In Progr~ss (Account 107) 

Yankee 545 1.000000 545 

Memphis (1,254) 1.000000 (1 ,254) 
Angler (99) 1.000000 (99) 
Pacetti (249) 1.000000 (249) 
FAU (868) 1.000000 (868) 
Expand Monet 4 1.000000 4 
Pelican (1,028) 1.000000 (1028) 

Total (Accounll07) (2,948) (2.948) 

Operating Expenses 

Depreciation Expense (Account 403) 

Yankee (46) 1.000000 (46) 
Memphis (166) 1000000 (HlG) 

Angler (88) 1000000 (88) 
Pacelli (63) 1000000 (63) 
FAU (24) 1.000000 (24) 

Expand Monet (16) 1.000000 (16) 
Pelican (-10) 1.000000 (40) 

Total (Account 403) (443) (443) 
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Capital Expenditure Reductions 
Excludes New England Division 

(SmiIUons) 

2010 2010 2010 

Proposed Approved Increase 

Notes Budget Budget (Decrea,e) 

Power Generalion $ 449 $ 410 $ (39) 
Nuclear 679 682 3 

Transmission 397 314 (83) 

Distribution 669 491 (17S) 

Customer Servioe 171 181 10 
Engineering & Construction and 
Project Development (E&CIPD) 

GBRA, pipeline and cJ311StS (1) 859 983 124 
Other E&CIPD 55 72 17 

Other (2) 115 170 55 
Total $ 3)94 t 3,303 S (91) 

2011 2011 2011 
Proposed Approved Increase 
Budget Budoet (Decrease) 

Power Generation $ 474 $ 428 S (46) 

Nuclear 427 484 57 
Transmission 389 339 (50) 
Distribution 721 538 (183) 
Customer Service 216 170 (46) 
Engineering & Construction and 
Project De;veJopment (E&ClPD) 

GER.:"', pipeline and clauses (I) 771 1.007 236 
Other E&C/PD 52 48 (4) 

Other (2) 119 243 124 
Total $ 3,169 $ 3.257 $ 88 

Notes' 
(I) Includes solar projects recoverable through the environmental clause, new nuclear ex~nditur~s 

through the nuclear ruie, and the EnergySecure pipeline, which will be C\VIP cami.I1g AIUDC 
None of these project5 impacts ratebase during the test years 2010 and 2011. 

(2) Primarily Information Management projects, AHJDC and capitalized overheads. 
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DOCKET NO. 080677-EI AND 090130-EI 
List of Accounts Where Mr. Clarke 
Contends That Mr. Pous Relied On the Early 
Years of Survivor Curves 
C. RICHARD CLARKE 
LATE FILED EXHIBIT 1 
PAGE 1 OF 1 

The testimony of Mr. Po us relied on the earlier years of data in developing his survivor 
curve analysis for the following accounts: 

Account 353 Transmission Substation Equipment 
Account 353.1 Transmission Substation Equipment-Step-up Transformers 
Account 355 Transmission Towers & Fixtures 
Account 362 Distribution Substation Equipment 
Account 367.6 Distribution Underground Conductor-Duct System 
Account 367.7 Distribution Underground Conductor- Direct Buried 
Account 368 Distribution Line Transformers 
Account 369.7 Distribution Service-Underground 
Account 370 Distribution Meters 
Account 373 Distribution Street Lighting equipment 
Account 390 General Structures and Improvements 
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DOCKET NO. 080677-El AND 090l30-EI 
Platt's World Electric Power Plant Database 
C. RICHARD CLARKE 
LATE FILED EXHIBIT 2 
PAGE 1 OF 1 

The Platt's World Power Plant Database is proprietary. It is a commercial product 
available to purchase from Platt's. Gannett Fleming is permitted to use excerpts but not 
to provide the entire database to third parties. 
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DOCKET NO. 080677-El AND 090130-El 
Examples of Outliers That Were Removed 
C. RICHARD CLARKE 
LATE FILED EXHIBIT 3 
PAGE 1 OF 1 

The following Accounts are examples of outliers that were excluded by Mr. Clarke in his 
net salvage analysis: 

Account 314 Turbogenerator Units. 
In Exhibit CRC-l Page 442, I considered retirements in 1992 and 1993 and associated 
gross salvage of $6,739,654 and $3,354,264 respectively as outliers as these were for 
warranty replacements at Martin Unit 1 and Manatee Unit I. J also considered a 
retirement in 2003 and the associated gross salvage of $7,882,154 as outliers. The 
retirement was at Martin Unit I and the gross salvage was associated with insurance 
proceeds from a failed generator. I assumed these were not representative. I also 
questioned the negative cost of removal in 1999 of $( 1,127,202) and discovered it was a 
reversal from 1997 so J considered the net salvage percentages for these years as outliers. 
The gross salvage amounts of $3,120,193 and $3,098,000 in the years 1987 and 1988 
respectively were the result of insurance recoveries for a failed generator stator at Martin 
Unit 2 and were considered outliers. 

Account 368 Line Transformers. 
In Exhibit CRC-l Page 617, J excluded the net salvage percentages for 1991 and 1992 of 
(384)% and 33% as the data was a result of one retirement being recorded over two years. 
FPL did not have details on how much was related to each year, so I disregarded the net 
salvage percent in those two years. Also in 1993, the gross salvage of $( 1,762,419) was a 
reversal from the previous year so the net salvage percent was considered an outlier. In 
2005, the gross salvage percent of $(74,176) was the results of a gross salvage 
adjustment, so it was given less weight as a possible outlier. 
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DOCKET NO. 080677-EI AND 090130-EI 
Median lives. 
C. RICHARD CLARKE 
LATE FILED EXHIBIT 4 
PAGE 1 OF 1 

Below are the median lives for the plant assets in the Gannett Fleming data base. 

Steam Production/Coal lives Range 40-65 years, with median at 55 years 
Steam Production/oil/gas lives range 40-50 years, with median at 46 years 
Combustion Turbines lives range 25-35 years, with median at 33 years 

As discussed in my prefiled testimony, I used this data base only to establish a range of 
lives. Use of median lives for FPL would be inappropriate, as it would not reflect factors 
that tend to shorten FPL plant lives such as climate, geography and operational 
characteristics (e.g., cycling). 
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1 PROCEEDINGS 

2 The following deposition of RENAE B. DEATON 

3 was taken on oral examination, pursuant to notice, for 

4 purposes of discovery, and for use as evidence, and for 

5 other uses and purposes as may be permitted by the 

6 applicable and governing rules. Reading and signing 1S 

7 

8 

waived. 

9 Thereupon, 

* * * 

10 RENAE B. DFATON 

11 was called as a witness, having been first duly sworn, 

12 was examined and testified as follows: 

13 EXAMINATlOO 

14 BY MS. KA~: 

15 Q Ms. Deaton, my name is Vicki Kaufman and I'm 

16 an attorney with the Florida Industrial Power Users 

17 Group, an intervenor in this case. And I want to just 

18 go over some of the ground rules that we've had in some 

19 of the other depositions. 

20 First of all, I guess all objections are 

21 preserved except to the form of the question. And I'd 

22 also like to note that there should be no off-the-record 

23 discussions without the permission of all counsel 

24 present. 

25 MS. CLARK: I disagree with that, Vicki. I 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

think that -- oh, off-the-record discussion? 

MS. KAUEMAN: Right. 

MS. CLARK: Okay. 

MS. KAUFMAN: Okay. So we're good with that. 

And there's one more. Susan, which one? I 

forget it already. 

MS. CLARK: Let me see --

MS. KAUFMAN: I'm assuming that you do not 

waive reading and signing; is that right? 

MS. CLARK: Yes, that's it. 

MS. KAUEMAN: Got it. 

12 BY MS. KAUFMAN: 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Ms. Deaton, for the record would you state 

your name and address? 

A Renae Deaton. My business address 1S 9250 

West Flagler Street, Miami, Florida. 

Q And you are employed by Florida Power & Light? 

A Yes, I am. 

Q And what is your position? 

A 

Q 

before? 

A 

Q 

taken? 

Rate development manager. 

Okay. Have you had your deposition taken 

No -- yes. 

How many times have you had your deposition 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001377 

6 



1 
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5 

6 
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8 

9 

10 

11 

A I've had a deposition taken once before. 

Q Was it in a matter before the Public Service 

Commission? 

A 

Q 

A 

No, it was not. 

What kind of case was it? 

It was a litigation of an employee against a 

former employee. 

Q Have you appeared as a witness before the 

Florida Public Service Commission before? 

A 

Q 

I haven't. 

So this 1S your first time. You filed two 

12 sets of testimony 1n this proceeding, correct? You 

13 filed direct testimony and you filed rebuttal; am I 

14 

15 

16 

right? 

A 

Q 

Yes. 

As to your direct, do you have any changes or 

17 corrections to either your direct testimony or to 

18 rebuttal? I mean, I'm sorry, to direct or to your 

19 exhibits to direct? 

20 

21 

22 

23 

24 

25 

A I have an errata sheet that will be filed. 

Q Are there any -- are your errata sheets what I 

might call typographical or grammatical changes or are 

there substantive changes? 

MS. CLARK: Vicki, why don't we just give you 

what they are. How about that? 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 BY MS. KAUFMAN: 

2 Q Okay. That's fine, Ms. Deaton, but go ahead 

3 and tell me what they are. 

4 MS. BROWN: Vicki, I hate to interrupt, but 

5 we're having a pretty hard time hearing the 

6 witness. Could she get closer to the mike? 

7 THE WITNESS: Is that better? 

8 MS. BROWN: A little bit. 

9 THE WITNESS: There seems to be an echo. 

10 BY MS. KAUFMAN: 

11 

12 

13 

14 

Q Well, glve it a shot, Ms. Deaton. We'll see 

what we can do. 

A Okay. 

Q You were gOlng to glve us your changes to your 

15 direct. 

16 A Okay. Changes to direct, on page 7, line 4, 

17 delete the words "are estimated to." Page 7, line 7, 

18 insert after "these reductions," comma, insert the words 

19 "the base portion of." And on Exhibit RBD-7, page 7, 

20 under the CDR rider, delete everything, and then it 

21 should say, "No changes are proposed for the CDR rider." 

22 Q On that last change you're suggesting to 

23 delete the sentence? 

24 

25 

A Delete everything under "CDR rider." 

MS. CLARK: Read to her what you're deleting. 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 

2 

3 

THE WITNESS: I'm deleting the words that say, 

"No changes are proposed to the credits available 

under the CDR rider. The revisions to the 

4 administrative adders are proposed based on the 

5 customer unit costs reported in MFR E-6b. 

6 Specifically, the proposed administrative adder by 

7 rate schedule is based on the difference between 

8 the customer unit costs under the applicable CILC 

9 rate schedule and that of the otherwise applicable 

10 tariff." 

11 I'm deleting all of that, and instead 

12 inserting the words, "No changes are proposed for 

13 the CDR rider." 

14 BY MS. KAUEMAN: 

15 

16 

17 

18 

19 

20 

21 

you 

that 

rest 

Q When did you decide to make the deletion that 

just described in Exhibit RBD-7? 

A All right. Well, do you want to talk about 

or you want to finish the exhibit? 

Q All right. Let's just go ahead and get the 

of the changes. You're right. 

A RBD-2 is being updated in its entirety to 

22 reflect the new fuel and capacity factors being filed 

23 today, August 20th. Okay. Today. And also to reflect 

24 the proposed adjustments in exhibit KO-16. 

25 Q In which exhibit, I'm sorry? 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 

2 

3 

A 

Q 

A 

RBD-2. 

But you said to reflect the adjustments where? 

In the fuel -- oh, the adjustments to base 

4 rates, the estimated adjustments to base rates that are 

5 reflected in Exhibit KO-16, Kim Ousdahl. 

6 Q Ousdahl. Thank you. So have you now given us 

7 all the changes to your direct and rebuttal? I mean, to 

8 the direct and your exhibits to direct? 

9 A Yes, I have, and I have no changes to the 

10 rebuttal. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Okay. Thank you for that. 

Let's start with the change that you made to 

RBD-7 on page 7 of 11. When did you decide to strike 

that portion that you read to us? 

A When we got a staff interrogatory on that, 

that portion, and we realized that we had incorrectly 

inserted that language. 

Q What staff interrogatory are you referring to? 

A 

Q 

A 

Q 

I don't remember which one it was. 

When did you receive the interrogatory? 

Don't remember exactly when I received it. 

Well, we would ask for 

MS. KAUFMAN: If you can't come up with that 

information now, Susan, we'd ask for a late-filed 

exhibit identifying which interrogatory MS. Deaton 

ACCURATE STENOTYPE REPORTERS, INC. 
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5 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

is referring to. 

MS. CLARK: That's fine. Vicki, we're gOlng 

to -- we're gOlng to have Cole see if he can find 

it and give it to you. Let's put off the 

late-filed exhibit and we'll find it and tell you 

it. 

MS. KAUEMAN: Very good. 

BY MS. KAUEMAN: 

Q Ms. Deaton, were you responsible for the 

preparation of RBD-7? 

A Yes, I was. 

Q And so you originally had included the 

language that you're now suggesting you want to delete? 

A RBD-7 was developed originally with this 

language in it and it should have been struck. 

Q And did you develop it or did somebody else? 

A Under my direct supervision. 

MS. CLARK: Vicki, I think we have that number 

for you now, the interrogatory number. 

MS. KAUEMAN: Okay. 

BY MS. KAUEMAN 

Q What 1S the interrogatory number, Ms. Deaton? 

A That interrogatory is numbered 30. 

Q And does that show when the interrogatory was 

served on Florida Power & Light? 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 

2 

3 

4 

5 

6 

7 

8 

A May 29th. 

Q May 29th. Okay. And does it show the date of 

your response? 

A June 29th. 

Q Can you tell us why you've waited almost two 

months to make this correction? 

A The process was to hold the errata till the 

end. 

9 Q So you haven't supplied any other corrections 

10 to the parties yet? 

11 A Could you repeat the question? 

12 Q Yes. I thought that you had just said that 

13 the reason you haven't corrected -- you had not 

14 corrected this earlier was because the practice was to 

15 hold all errata till the end of the case. And my 

16 question was, are you saying that FPL has not provided 

17 any corrections to any other testimony or exhibits yet? 

18 MS. CLARK: Vicki, I object to the form of the 

19 question. I think you've mischaracterized what she 

20 said. 

21 MS. KAUEMAN: She can explain. 

22 BY MS. KAUEMAN: 

23 Q Ms. Deaton, is it your testimony that FPL has 

24 not provided any other corrections to its testimony or 

25 exhibits? 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 A I -- I don't know what any other witness has 

2 done. We provided this response to staff on June 29th. 

3 It was available to all the parties, was my 

4 understanding. 

5 Q And so sometime between May 29th and June 29th 

6 you decided to strike that part of your exhibit? 

7 A Well, in responding to staff we realized we 

8 made a mistake in the language. 

9 MS. CLARK: Do you know, Vicki, there's 

10 somebody on the line that's periodically making a 

11 lot of noise. Do you hear that? 

12 MS. KAUEMAN: Whoever is making that noise, 

13 stop. 

14 

15 

16 

MS. CLARK: Somebody might be on a cell phone 

or something. 

MS. KAUEMAN: It sounds more like papers 

17 rustling or something like that. 

18 MS. CLARK: Okay. All right. 

19 BY MS. KAUFMAN: 

20 Q Okay. All right. We'll see if we can proceed 

21 with the noise and whatnot. 

22 Ms. Deaton, I'm going to turn to your rebuttal 

23 testimony, which is where a bunch of my questions are. 

24 And before we go there, I had sent a request 

25 to your counsel and asked you to bring a number of 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

documents to your deposition. Do you have those with 

you? 

A Yes, I do. 

Q Okay. Great. That will speed things up. 

Take a look, Ms. Deaton, at page 3, line 18 of 

your testimony. Actually the question begins on line 

18. And let me know when you're there. 

A Yes. 

Q And in that question and answer, which goes 

10 over to the next page, am I correct that you're 

11 criticizing Mr. Pollock's testimony regarding 

12 application of the contents of gradualism in this case? 

13 MS. CLARK: Object to the form of the 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

question. Go ahead and answer it. 

A We -- what my testimony says is there is not a 

reason to use the gradualism in this case, as bill 

impacts are not -- are mitigated by the fuel decreases. 

BY MS. KAUFMAN: 

Q So Mr. Pollock suggests that gradualism should 

be used and you disagree with that; is that right? 

A Yes. I don't agree it should be used in every 

single case. It's a principle that's to be weighed 

against other principles of equity and fairness. 

Q Can you give us your definition of the term 

gradualism? 

ACCURATE STENOTYPE REPORTERS, INC. 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

A 

Q 

A 

As it's used by the PSC? 

As you understand it, Ms. Deaton. 

As I understand how it is applied by the PSC 

in prlor rate cases, they -- they will apply a limit of 

rate decreases to unusual rate classes of 150 percent of 

the system average rate increase. And they will not 

apply a rate decrease to any rate class. 

Q So that when you use that term on line 19, 

that's your understanding of what it means, right? 

I 

A Yes. 

Q And you've just described, you know, I guess 

can we shorthand it as the 1.5 times rule? 

A Sure. 

14 Q Okay. And as you mentioned, you discussed --

15 your opinion is that that shouldn't be applied in this 

16 case? 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

That's correct. 

Now, part of your rationale for that, you 

discuss beginning I guess on page 5, and you have a 

number of Commission orders that you talk about there, 

right? 

A Yes. 

Q And I've asked you to bring them with you 

today. 

A That's correct. 

ACCURATE STENOTYPE REPORTERS, INC. 
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1 Q Okay. The first one that -- well, I'm not 

2 necessarily going to go through it. But one of the 

3 things that you talk about is the 1981 FPL rate case 

4 order, correct? 

5 

6 

7 

8 

9 

line 

A 

Q 

8. 

A 

Q 

Right. 

And you talk about that I guess beginning on 

And you quote from that order, correct? 

Yes. 

I can't see you, so don't take this question 

10 the wrong way. But were you a participant in that case? 

11 See, I don't know what you look like. You're probably 

12 very young. 

13 

14 

15 

16 

17 

18 

A 

Q 

A 

Q 

A 

Q 

No, Vicki, I was not a participant. 

Did you review any transcripts from that case? 

No. I read the order. 

Did you read the entire order? 

Yes, I did. 

Good for you. Okay. Would you agree with me 

19 that the only place that the -- what we call the 1.5 

20 times rule is addressed is in the section entitled Rate 

21 Allocation Between Customer Classes? And I apologize, I 

22 can tell you the page it 1S on my copy, but I am not 

23 sure if it's the same on yours. So if you could turn to 

24 the section that begins "rate structure and rate 

25 design," in that section. 
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3 

4 

5 

6 

7 

8 

MS. CIARK: We're looking. 

MS. KAUFMAN: Okay. There's sort of a 

subheading that says "revenue allocation between 

customer class." 

MS. CIARK: Vicki, do you know, are you uSlng 

Lexis or 

MS. KAUFMAN: I'm uSlng Westlaw. 

MS. CIARK: Oh, okay. 

9 A I have the section called Rate Structure Rate 

10 Design. I do remember when I looked at the order it was 

11 mentioned in the two different places in the order. 

12 Unfortunately I haven't highlighted those. 

13 BY MS. KAUFMAN: 

14 Q Well, I'll direct you to one place, and it may 

15 be on the same page or the following page. There's a 

16 subsection or a subheading called Revenue Allocation 

17 

18 

19 

Between Customer Classes. Do you see that? 

A Yes. 

Q And that's the part that you have quoted in 

20 your testimony on page 5, correct? 

21 A Let me just double-check here. Yes. 

22 

23 

24 

25 

Q Now, I think you mentioned that you believe 

this was discussed elsewhere in the order; is that 

right? 

A Yes. 
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6 

7 

8 

Q Okay. If you can tell me where that is? 

MS. CLARK: Give us a minute and we'll look 

for it. 

MS. KAUEMAN: Absolutely. 

MS. CLARK: Vicki, we're going to have someone 

looking for it and we can go on. 

MR. WISEMAN: Here it is. 

MS. CLARK: Wait a minute. 

9 A It is under summary of decision In the 

10 beginning. 

11 BY MS. KAUEMAN: 

12 

13 

Q 

A 

Okay. 

The next to the last paragraph above where it 

14 says search background, the last sentence. 

15 Q Where it said, "However, we have placed a 

16 constraint upon this objective in that no class shall 

17 be increased by an amount exceeding 1.5 times the system 

18 average"? 

19 

20 

21 

22 

23 

A 

Q 

That's correct. 

Okay. Thank you for searching for that. 

Now, in back on your testimony on page 5, 

you say in regard to that order, "The Commission clearly 

indicated that this guideline was designed to mitigate 

24 the impact of the total customer bill." Do you see that 

25 in your testimony? 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

MS. CLARK: Yes. That's on page 5, line 13? 

MS. KAUFMAN: Right. 

Yes. 

BY MS. KAUFMAN: 

Q I'm just trying to set up the question, 

Ms. Deaton. What you said in your testimony is the 

statement we just discussed. In that statement, the 

Commission clearly indicated the guideline was to 

mitigate the impact of the total customer bill, right? 

That's your testimony? 

A Right. That's correct. 

Q Okay. In the section that we have referred to 

under Revenue Allocation Between Customer Classes, where 

do you see the Commission say, "We are clearly 

indicating that this may mitigate the impact of the 

total customer bill"? 

A In the quote that I say, where they say, "We 

feel the impact on customer bills must be considered in 

allocating revenue." 

Q And the word they use is "considered," 

correct? 

A 

Q 

should 

A 

Yes. 

Okay. Do they say that that consideration 

should be the paramount one? 

(Inaudible. ) 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001390 

19 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Are you still there? 

Yeah. I said no. 

Q 

A 

Q Oh, I'm sorry, I did not hear you say that. 

You're not a lawyer, are you? 

A No. 

Q So your interpretation of the clearly 

indicated language that you use 1n your testimony 1S 

your interpretation of what the Commission meant? 

A Yes, that's the only reasoning they gave for 

the 1-and-a-half percent. 

Q Okay. Can you look aga1n, maybe on the prior 

page, you talk about the section that's titled Rate 

Structure and Rate Design, and the very first subheading 

1S Cost of Service Methodology? 

A Yes. 

Q Okay. Can you read that first sentence under 

Cost of Service Methodology? 

A "It is generally agreed that the distribution 

of revenues among classes of customers should be based 

primarily on cost of service consideration." 

Q Now, in uS1ng the word "primarily," does that 

indicate the Commission felt there were other 

considerations to be taken into account? 

A 

Q 

They said that -

For you? 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

A 

Q 

A 

Q 

This is the primary consideration. 

That's not the only one, right? 

It is the primary one. 

It's not the only one, correct? 

MS. CLARK: You know, Vicki, can you point to 

where in the order you want her to look? 

BY MS. KAUEMAN: 

Q I just read it. 

A Other considerations. 

MS. CLARK: Other considerations? I mean, the 

order says what it says. 

BY MS. KAUEMAN: 

Q I'm asking for Ms. Deaton to look at the 

sentence we just read that contains the phrase that the 

Commission revenues among customer classes should be 

based primarily on cost of service consideration. And 

I'm just asking you if you think that means that there 

are other matters that should be taken into account. If 

you don't think so, then that would be your answer. 

A I think it says that this is the primary 

consideration. 

Q Would that be to the exclusion of all other 

23 considerations? 

24 

25 

A 

Q 

No. 

Now, in this -- the FPL case, the 1981 
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1 

2 

3 

4 

5 

6 

case. that we're taking a look at here, do you know how 

the PSC limited the increases ln that case? 

A In this case? 

Q In the 1981 FPL order that we've been looking 

at. 

A They limited it based on 1.5 times the system 

7 average rate increase. 

8 Q Do you know what customer classes were 

9 impacted? 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

A I don't recall that. 

MS. CLARK: Did you hear that, Vicki? 

MS. KAUEMAN: Yes, I did. 

MS. CLARK: Okay. 

BY MS. KAUEMAN: 

Q Now, ln your testimony, Ms. Deaton, you also 

talk about the recent Tampa Electric case, correct? 

mean? 

A 

Q 

A 

Yes, I do. 

And you brought that with you, the order, I 

I have the order and the staff recommendation. 

21 As you requested. 

22 Q Okay. And that's, just for the record, 

23 PSC-09-0283-FOF-EI. That is the Tampa Electric final 

24 

25 

order. 

Can you turn to page 87 of that order? 
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1 A Okay. 

2 Q And the very first full sentence on that 

3 page 87 again describes the 1.5 times rule that we've 

4 been discussing, correct? 

5 A Yes, it does. 

6 Q And did the Commission put any limitations on 

7 the application of that rule in the Tampa Electric 

8 order? 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I don't recall seeing any. A 

Q Do you know when the Tampa Electric order was 

issued? 

A I believe it's dated on the front of it. 

April 30th, 2009. 

Q So this 1S a pretty recent pronouncement of 

the Commission, correct? 

A The date of the order. 

Q 

A 

Q 

Again, I'm sorry? 

That's the date of the order. 

Now, you also talked about the on the next 

page, I guess, page 6, the Peoples Gas rate case, which 

is also from this year, right? 

A Yes. 

Q And you referred to page 2 of the staff's 

recommendation, correct? 

A Yes. 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001394 

23 



1 
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4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

Q Just so I'm clear, is that the staff 

recommendation dated May 7, 2009? 

A Yes, it is. 

Q Okay. I just wanted to be sure. And if you 

look at page 2, which you reference in your testimony. 

A Yes. 

Q The second full paragraph under Class Revenue 

Requirement, the last sentence again states the 1.5 

times rule, and then it says, "Minor deviations from 

these principles are discussed below," correct? 

A Right. It says, "General Commission practice 

is to move all classes closer to parity while giving no 

class an increase greater than 1.5 times the system 

average percent increase and giving no class a rate 

decrease. Minor deviations from these principles are 

discussed below." 

Q And if you look at the discussion below, they 

are talking in the in the third paragraph, their 

variation in order to provide a decrease to the GS-4 

20 class, right? 

21 A Yes. And they also have a variation on an 

22 increase for the Natural Vehicle Gas Sales class. And 

23 if you look in the -- the attachment 7, you will see 

24 variations in other rate classes besides those discussed 

25 here. Not all of the variations were discussed in the 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

staff recommendation. 

Q And going back to the page we were just on, 

page 2 of the recommendation, the second deviation 

may -- it started off with a decrease, right? I'm 

sorry. It is not a decrease. 

A No. It's an increase. 

Vehicle Sales is also an increase. 

And then Natural Gas 

And if you look at 

schedule 7, you'll see that residential service is also 

an increase above 1.5. Commercial streetlighting is 

also an lncrease above 1.5, and the commercial generator 

rate class. 

Q Let's look at that second paragraph that I was 

just talking about so that we can get this clear for the 

record. The second deviation that's described in the 

recommendation that you referred to, is that the 

interruptible class should have received a decrease but 

they did not because of the application of the rule, 

they kept that rate constant, correct? 

A Yes, they did. 

Q Okay. And then you mentioned the Natural Gas 

Vehicle rate on the third paragraph. Do you have the 

Peoples 

A Along with the other rate classes that also 

received increases above the 1-and-a-half. 

Q We're going to get to that. Do you have the 
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1 Peoples Gas order itself as opposed to the staff 

2 recommendation we've been looking at? 

3 A Yes, I do. 

4 Q And, again, for the record, that's 

5 PSC-09-0411, and it's -- June 9th is the date of the 

6 order, correct? 

7 

8 

A 

Q 

Yes. 

Can you direct me to anywhere in the text of 

9 the order that the deviation from 1.5 is discussed? 

10 A It's not mentioned in the order. They just 

11 approved the staff recommendation for the increases to 

12 the classes. 

13 Q So it's not discussed anywhere ln the order, 

14 correct? 

15 A That's my understanding. 

16 Q I'm sorry? 

17 A That's my understanding. 

18 Q Now, on page 7, and I'm sorry, I'm still on 

19 page 6. I'm sorry. You are talking about the Gulf 

20 order, correct? 

21 

22 

A 

Q 

That's correct. 

And at the bottom you quote the sentence from 

23 the order which says, "Thus, the greater equity lies in 

24 allocating increases to those rate classes with 

25 substantially lower rates of return." Correct? 
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8 

A That's correct. 

Q You told us what you thought greater equity 

meant, but do you have a view as to what "substantially" 

means? 

A 

A 

MS. CLARK: I'm sorry. Vicki, where 

Substantially lower rates of return. 

MS. KAUEMAN: Line 20 on page 6. 

I did not look at the individual rates of 

9 return to see what the discrepancies were. 

10 BY MS. KAUEMAN: 

11 Q So you don't have a Vlew as to what the 

12 Commission meant when they said "substantially"? 

13 A No. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Do you know which, in the Gulf Power case, 

which classes were impacted? 

A No, I don't. 

Q Do you know whether the classes that were 

moved closer to parity were moved to exact parity? 

A I don't have the final parity analysis of the 

compliance filing in front of me, so no. 

Q Did you look at it, prior to filing your 

testimony? 

A Not for Gulf, I don't think so. 

Q So, at least as we sit here today, you don't 

know if the Commission moved the customer classes to 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

exact parity, right? 

6. 

A I would guess probably not, but no, I don't. 

Q All right. I think we're going to leave page 

If you'd take a look at page 8, beginning at 

line 6, you're discussing Mr. Pollock's testimony. 

A Yes. 

Q And you I'm trying to understand here. Are 

you you're taking issue I guess with the fact that he 

says that FPL has underpriced the demand charge and 

overpriced the energy charge, right? 

A 

Q 

That's correct. 

Are you meaning to tell us in this testimony 

14 that, in your view, rate design should not follow the 

15 actual cost of providing service? 

16 A No, of course not. We did follow cost of 

17 service and that's what my testimony says. 

18 Q Well, let's take a look -- I'm assuming you've 

19 got Mr. Pollock's testimony with you. Was that a 

20 correct assumption? 

21 

22 

23 

A 

Q 

A 

Somewhere in here. 

Okay. 

I have it. 

24 MS. CLARK: We have it, Vicki. 

25 BY MS. KAUEMAN: 
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1 Q All right. And I hope you have received the 

2 corrected or what we call the revised page 60, 

3 Ms. Deaton? 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

A No, I have not? 

MS. CLARK: When did you provide that Vicki? 

MS.~: I believe it was Monday. But I 

will tell you what the corrections are, if you'd 

like, for purposes this have question. 

BY MS. ~: 

Q If you would look at Mr. Pollock's chart on 

page 60 there. 

A Uh-huh. 

Q The first column stays the same, the second 

column stays the same, but the nonfuel energy charge 

should be 1.267 for the CILC-D. 

A Okay. 

17 Q And then for the CILC-T, it should be two 

18 dots I mean, I'm sorry, it should be 1.267. 

19 MS. CLARK: We're having trouble understanding 

20 that. 

21 A You're saying both under the nonfuel energy 

22 charge, both the CILC-D and CILC-T should be 1.267? 

23 BY MS. ~: 

24 Q No. I'm saylng under CILC-D, the nonfuel 

25 energy charge should be 1.267. 
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10 

11 

12 

13 

14 

A 

Q 

1. 018. 

Okay. 

And then under CILC-T, like Tom, it should be 

A 018. Okay. 

Q And you would agree that these charges, your 

energy charge, is higher than the cost that's shown in 

your cost of service study, correct? 

MS. CLARK: Are you clear on what she's asking 

you? 

BY MS. KAUFMAN: 

Q If you look at that chart, Ms. Deaton. 

A 

Q 

A 

Hang on. I'm going to reference my rates. 

Okay. 

Those rates are set higher than the unit 

15 costs, that's correct, but that's done to achieve target 

16 revenues as proposed in the cost of servlce. So they 

17 follow the cost of service, they do not follow the cost 

18 of service unit cost. They follow the cost of service 

19 target revenue. 

20 Q And all, I'm just trying to be clear, so that 

21 I understand that the charges are higher than the cost? 

22 A No. They're higher than the unit cost. 

23 

24 

Q 

A 

Cost? 

You have to consider all the costs ln 

25 developing the rates for each rate. 
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Q If you still look on page 8 of your testimony, 

at line 14, you about limit adjustments were made to the 

service demand rate. Do you see that? 

A 

Q 

Yes. 

Were those adjustments to increase the energy 

6 charges above the nonfuel energy cost, or were you 

7 talking about a different kind of adjustment? 

8 A Those adjustments were made in order to have 

9 all the general service demand rates balanced. 

10 Q But what were the adjustments? Were they what 

11 we've just spoken about, increasing the energy charges 

12 above the nonfuel energy cost, or are they --

13 A It was -- the adjustments were positive 

14 adjustments to the energy rate and the adjustments to 

15 the demand were reductions in the unit cost. 

16 Q Okay. I'm going to have to ask you to say 

17 that agaln. I'm not sure I understood it. 

18 A Some of the adjustments were increases to the 

19 energy rate, and some of the adjustments were decreases 

20 to the demand rate. In order to balance between the 

21 GSLD-l, LD-2, LD-3, HSLT-l, 2 and 3, seasonal demand 1, 

22 2 and 3 

23 MS. CLARK: You need to read slower for the 

24 court reporter. 

25 BY MS. KAUFMAN: 
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fast. 

Q Yeah. And for me. My ears don't listen that 

A And the curtail able service rate. 

MS. CLARK: Vicki, do we need to say that 

again? 

MS. KAUFMAN: I think that would help me. 

7 A The adjustments were made in order to balance 

8 between the GSD rate, GSLD-l, GSLD-2, GSLD-3, the 

9 corresponding time of use rate, the corresponding high 

10 load factor time of use rate, the corresponding seasonal 

11 demand time of use rates, and the corresponding 

12 curtailable service rate. 

13 BY MS. KAUFMAN: 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q And just so I'm clear, the adjustments -- and 

I'm sorry if I -- I'm confusing you and you've already 

answered this, but were the adjustments to increase the 

non fuel energy charge above the unit cost for those 

classes? 

A Some of the adjustments were to increase the 

nonfuel energy charge and some of the adjustments were 

to decrease the demand charge. 

Q Can you tell me which classes got the increase 

in the energy charge above the unit cost? 

A If you look on MFR E-14, attachment 2 of 3, 

page 10, the adjustments are itemized. 
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1 

2 

Q 

A 

Well, maybe you can tell me what they are. 

All right. For GSD, we had an overall 

3 adjustment of a decrease of $3. 25. 

4 Q Wait. When you sayan overall adjustment, are 

5 there components to the adjustment? 

6 

7 

8 

A 

Q 

A 

In the demand charge, a $3.25 decrease. 

Okay. 

And the same for GSD DT. For GSLD-1, there 

9 was a $2.50 decrease in the demand charge, and a 

10 1.28-cent decrease in the energy charge. 

11 Q You sounded -- is that correct? You sounded 

12 hesitant. 

13 

14 

15 

MS. CLARK: Yeah. We're looking at the 

numbers on the chart. 

A Yeah. A 0.128-cent per kilowatt hour 

16 decrease. 

1 7 BY MS. KAmMAN: 

18 Q Is that -- are you finished with the 

19 adjustments or are there more? 

20 

21 

22 

23 

24 

25 

A 

That's it. 

Q 

reference 

A 

Q 

I'm just checking mine. And then -- no . 

Okay. And would you mind giving me the 

agaln of the MFR you were looking at? 

E-14, attachment 2, page 10. 

Okay . 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

A 

Q 

A 

Are you ready for the next one? 

Yes. 

Okay. The GSLDT-2 rate demands adjustment was 

a $2.50 reduction to unit cost and an energy reduction 

of 0.297 cents per kilowatt hour. 

Q Okay. 

A GSLD-3 rate is a total $4 reduction In the 

demand charge. 

Q All right. 

A The 0.85 cents per kilowatt hour reduction ln 

the energy charge. 

Q Okay. I mean, if you would just keep gOlng, 

that would be fine. 

A Well, that's it for the general service demand 

rates that I'm speaking about in my rebuttal testimony 

on page 8. 

Q Okay. Thank you. 

rebuttal. 

A 

Q 

Let's take a look at page 9 of your reasonable 

Okay. 

And there you're talking about the CDR rider 

22 and the fact that the credit is going to be set in the 

23 demand-side management conservation goals docket. Would 

24 you -- are you a participant in that docket? 

25 A No, I'm not. 
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10 

11 

12 

13 

Q Is it your understanding that rates are gOlng 

to be set ln that docket? 

A It's my understanding that rates for 

conservation programs are set in those dockets. 

Q In the goals dockets? 

A Yes, in the plan docket. In the same docket 

ln the plan section. DSM plan. 

Q Are those -- assuming that rates are set 

there, which is just for the purpose of this question, 

are they then reviewed in the conservation cost recovery 

docket? 

A The conservation cost recovery docket is my 

understanding of where those credits are recovered. 

14 Q But not set? 

15 A I don't -- I'm not sure if they're set in that 

16 docket. It's my understanding they're set in the 

17 

18 

19 

20 

21 

22 

23 

24 

25 

when the plan is proposed and accepted in the DSM 

dockets. 

Q Your understanding is when the plan is 

proposed and accepted in that docket, at that time the 

rate is set? 

A Yes. And it's reviewed as needed on -- as -

in subsequent dockets. 

Q And would it be fair to assume that you base 

that understanding on something someone told you? 
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1 

2 yes. 

A 

Q 

A 

Q 

3 

4 

5 

6 

7 

8 

9 

going to 

A 

Q 

A 

10 Q 

The people involved with the DSM goals docket, 

Those would be FPL employees? 

Yes. 

Can you tell me who told you that that was 

happen in the DSM goals docket? 

Steve Sim. 

Okay. 

And a new person that's in that section. 

You don't know who it is but you describe him 

11 as a new person? 

12 A I'm not great with names. Brad Gunter, I 

13 believe. 

14 Q Okay. Let's flip over to page 9 of your 

15 rebuttal at the very top. 

16 A I need to tell you of an additional adjustment 

17 I had missed when I was giving you the adjustments on 

18 the individual rates. 

19 

20 

Q 

A 

All right. 

There's an overall adjustment of a positive of 

21 .919 cents per kilowatt hour. 

22 Q When you say overall adjustment, you mean for 

23 the general service class? 

24 A Yeah. Well, for each rate that I mentioned 

25 when I mentioned the individual adjustment. There's 
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1 a -- there's an adjustment of .0919 cents per kilowatt 

2 hour increase to the energy rates, but then there's 

3 decreases that I had spelled out earlier. 

4 

5 

6 

7 

8 

9 

10 

Q So are you telling me that that's the average? 

I'm not understanding what that last 

A That's the adjustment that's made to each 

that was made to each rate officially, and then for 

standard for each rate and then additional individual 

adjustments were made that I pointed out. I did not add 

in the -- the initial adjustment when I gave you the 

11 individual adjustment. 

12 Q And would what was the purpose of the 

13 initial adjustment? 

14 A The initial adjustment is just -- it's just 

15 part of an interim process to get these things to 

16 balance. 

17 Q So, just so I can understand, I guess you've 

18 got a pot of revenues that you're trying to distribute 

19 and it's sort of getting the pot to balance is what you 

20 called it? 

21 A Yeah. 

22 

23 

24 

25 

yes. 

Q 

A 

Q 

Okay. I'm trying to understand. 

We're trying to get everything to balance, 

At the top of page 9 now, you -- you're 
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1 talking there about the HSLT rate design, correct? 

2 

3 

A 

Q 

Yes. 

And you have told us that you used a 

4 70 percent load factor for that, for describing that 

5 rate, correct? 

6 

7 

A 

Q 

I did. 

And I think that's shown on MFR No. 14, 

8 attachment 2 of 3, page 16. 

9 

10 

11 

12 

13 

14 

A 

page 14, 

Q 

A 

page 16 

Q 

I don't know the page -- well, it would be on 

15, and 16. 

Attachment 2 of 3, page 16 of 37? 

Page 14 has HLT-1, page 15 has HLT-2, and 

has HLT-3. 

Can you tell me how that 70 percent was 

15 developed? 

16 A We looked at the overall load factor of the 

17 class, and it was -- I believe everybody was pretty much 

18 at 80 percent. I know that 70 percent was proposed last 

19 time and intervenors requested I guess in the settlement 

20 to lower it to 65 percent. Since everyone was already, 

21 you know, pretty much already at 80 percent or above, we 

22 went ahead and sent rates at 70 percent. 

23 Q Just so I understand, you -- you're saying 

24 everybody was pretty much at 80 but you dropped it down 

25 to 70? 
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3 
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8 

9 

A Yeah. Well, in consideration of the fact that 

last time intervenors had requested 65, and that's where 

we settled. 

Q Now, when you used the 70 percent to design 

the HLST rate, would you expect that a customer that has 

a higher load factor would see a lower rate on the HLST 

and on the GSLDT? 

A It depends on the amount of load on peak. 

Q If it's what's your understanding of the 

10 typical split, if there is one, between on peak and off 

11 peak? 

12 A The kilowatt demand --

13 MS. CLARK: Clarification from you. What do 

14 you mean by "typical"? 

15 BY MS. KAUEMAN: 

16 Q Well, I'm going to take her through the 

17 exhibit that I have sent and we can discuss it then. 

18 Let me go back -- let me go back to the question I just 

19 asked. And tell me your answer again. I asked you if 

20 you would expect that an HLST customer at 80 percent or 

21 90 percent load factor would see a lower cost on that 

22 rate than on the GSLDT rate. And tell me what your 

23 answer was. 

24 

25 

A 

Q 

Based on the GSLD -- which rate? I'm sorry. 

T? 
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2 

3 

A 

Q 

A 

LDT? 

Right. 

This is balanced to the GSLD rate. 

4 Q Okay. Well, would you, using that rate, would 

5 you expect the higher the load factor, sayan 80 or 90 

6 load factor, the customer would see a lower cost on the 

7 HLST rate than on the GSLDT? 

8 A I think that, yes, the customer would see 

9 benefits under the HSLT the higher the load factor. The 

10 greater benefit is in the shifting of demand off peak. 

11 The customer has an opportunity to say -- what is it 

12 $7.57 per kilowatt for every kilowatt they shift off 

13 peak. 

14 Q But as a general matter you would expect the 

15 higher the load factor the lower the cost on the HLST 

16 rate compared to the GSLDT? 

17 

18 

MS. CLARK: I'm going to object to the form of 

the question. 

19 Go ahead and answer. 

20 A The rate is designed for -- to be revenue 

21 neutral with the GSLDT rate. The GSLDT rate provides a 

22 benefit for customers who maybe can shift energy off 

23 peak. But the HLST rate provides a benefit to customers 

24 who are able to shift demand off peak, and it's a pretty 

25 big benefit. 
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1 BY MS. KAUEMAN: 

2 Q Okay. Well, let me -- maybe I'm not 

3 articulating my question clearly. 

4 A It depends on the customers' loads on -- on 

5 and off peak. 

6 Q Okay. Do you have the one-page comparison 

7 that I provided to your counsel, which is called 

8 Comparison of Base Rate Bills Between Proposed GSLDT-2 

9 and HLST-3 Rates? 

10 

11 

A 

Q 

Yes, I do. 

Have you had an opportunity to take a look at 

12 that? 

13 

14 

15 

16 

17 

A Yes, I have. 

Q Okay. And first of all, the source of the 

numbers is in the -- I guess I should say the first 

block. 

MS. KAUEMAN: And I should go ahead and give 

18 this a number before we proceed. 

19 I guess, Madam Court Reporter, this would be 

20 Exhibit No.1. And let's go off the record for a 

21 

22 

23 

24 

25 

second if we could. 

(Off the record.) 

MS. KAUEMAN: Back on the record. And we will 

call this Exhibit 1 to Ms. Deaton's deposition. 

Comparison of Base Rate Bills. 
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3 
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6 

BY MS. KAUFMAN: 

Q All right. I'm sorry, Ms. Deaton. I was 

going to discuss with you the very first block there 

came out of FPL's MFR E-13-C. 

those numbers are correct? 

A No, I haven't. 

Have you verified that 

7 Q Okay. Well, do you want to take a minute to 

8 do it or do you want to accept subject to check that 

9 they are? They look right to you? 

10 

11 

12 

13 

MS. CLARK: Yeah. Give us a second. 

THE WITNESS: This won't take long. 

MS. CLARK: I don't think she's where she 

wants to be with that. 

14 A Okay. The rates match. 

15 BY MS. KAUFMAN: 

16 Q Okay. Great. And then what we've done in 

17 this exhibit on the middle block is simply to show a 

18 bill at the 70 percent load factor, the 80 percent load 

19 factor, and the 90 percent load factor. And the split 

20 of on peak and off peak in the middle of the second 

21 block is 26 percent on and 74 percent off. Does that 

22 make sense? 

23 A Yes. But you don't show what the peak demand 

24 is. You can't calculate the bill without the peak 

25 demand. 
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10 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Well, if you look at the bottom, we're going 

to go through that. 

A Okay. You saying the on peak demand lS equal 

to the maximum demand? 

Q Right. Okay? If you would take a moment to 

look at that and see if those calculations appear 

correct to you with the assumptions that I've provided. 

A Okay. We have confirmed that. 

MS. CLARK: Vicki, we'll do it subject to 

check --

MS. KAUnmN: That's fine. 

MS. CLARK: -- that they are right, but if we 

find out they are not, we'll let you know. 

MS. KAUnmN: Understood. 

BY MS. KAUnmN: 

Q But at least from your reVlew thus far they 

look right, don't they, Ms. Deaton? I understand you'll 

check them. But do they look appropriate to you? 

A Yes. 

Q Okay. Good. And really the critical issue 

here is in the middle block all the way to the right, 

where it says GSLD-2 versus HSLT-3 costs. Do you see 

that? 

A 

Q 

Yes, I do. 

Okay. And for a customer to -- I don't know 
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9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

what the right term is -- break even on the rate, they'd 

have to be at a 90 percent load factor, given the 

assumptions in this spreadsheet, right? 

A I disagree with that. 

Q Okay. Tell me why you disagree. 

A In order to break even for the 70 percent load 

factor, they would need to shift or reduce on peak load 

by only 5 percent. 

Q Yes. I'm telling you, or I'm asking you, if 

you would, to accept the assumptions that we discussed. 

I understand that certainly we can change them. 

A Your question was ln order to break even they 

have to receive -- they have to be at 90 percent. And 

I'm saying no, that in order to break even they can 

either increase their load factor to 90 percent or 

simply reduce their on peak demand by a percent. 

Q Right. I understand that. I understand what 

you're saying. But if you look at the second block that 

we've just discussed under -- if no changes were made 

and if you accept these assumptions, before the rate 

becomes attractive to them, it is customary -- they have 

to get closer to 90 percent? 

A I just don't agree with those assumptions. 

Most of the customers are not -- their peak demand and 

maximum demand are not the same. 
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13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Okay. Well, I understand you don't agree with 

the assumptions, but -- and you've made that clear. But 

looking at what I have provided to you, under these 

assumptions, what I have said is correct, which is that 

they have to get -- this customer would have to get 

close to 90 percent for this to be an attractive rate? 

A Your math is correct. 

Q Now, you have a criticism of Mr. Pollock's 

discussions of the CILC rate design, right? 

Yes. A 

Q And you say that the CILC revenues are 

adjusted to reflect the CILC incentive offset, right, 

and you direct us to an MFR. I think it's MFR E-5? 

A I'm looking for the reference in my testimony. 

Q I'm sorry. It's on page 9, line 14. 

A Yes, E-5. 

Q Can you tell me what this CILC incentive 

offset 1S that's reflected there on line 6 of MFR E-5? 

A That's the amount of the incentive that was 

approved by the Commission in setting the rates, in 

setting the CILC rates for as a conservation program. 

Q So that's a number that was taken from a 

Commission decision, is that what you're saying? 

A The Commission decision on the CILC rate was 

to -- that the incentive would be the difference between 
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8 

9 

10 

11 

12 

13 

the revenues collected under the CILC rate and the 

otherwise applicable rate. So the so during the 

conservation clause recovery these are the amount of 

revenues recovered through ECCR. 

Q Is that something that changes every year? 

A It changes, yes. 

Q In the conservation cost recovery docket? 

A I believe so. I believe they recalculate it 

every year. 

Q Can you tell me what demand charge is 

applicable to a CILC customer for the firm part of that 

customer's load? 

A I'm a little confused about your question. 

14 Are you talking about the revenues? 

15 Q The demand charge to the customer. Uh-huh. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A You broke up there. 

Q I'm sorry. I'm talking about the demand 

charge for a CILC customer, the firm part of his load. 

A That is laid out in -- which CILC rate are you 

looking at? 

Q Why don't you tell me both? 

A The maximum demand charge is -- if you look on 

page 29 of attachment E-14. 

Q Uh-huh. 

A There's a max~um demand charge that recovers 
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10 

11 

12 

13 

14 

distribution costs from the distribution rate CILC-ID 

and IG, and there's a firm on-peak charge that recovers 

production and transmission costs from all three rates. 

And there's an interruptible on-peak charge that 

collects transmission costs from the -- for the nonfirm 

portion of the load. 

Q Is that the firm on-peak charge -- demand 

charge you just talked about, is that intended to 

reflect the cost of providing a firm service to the CILC 

customer? 

A That's intended to reflect the cost of 

production and transmission. 

Q 

A 

For firm service? 

Yes, for the firm portion of the load. 

15 MS. KAUFMAN: Give me just a second, 

16 Ms. Deaton, to look back through all the papers 

17 spread out over my desk. 

18 Do you all want to take a five-minute break or 

19 you just want to hang on? 

20 MS. CLARK: We'll just wait. 

21 (Off the record.) 

22 BY MS. KAUEMAN: 

23 Q Okay. I've just got I think one more 

24 question. 

25 Back on the CILC, you referred to a position 
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1 of the Commission. Can you either provide that position 

2 to me or tell me more specifically what order of the 

3 Commission you're referring to? 

4 A Yes. I have my papers spread allover the 

5 

6 

7 

8 

9 

table. 

(Pause. ) 

THE ~T.NESS: We're still looking. 

MS.~: I do have another question if 

there's somebody else looking for it other than 

10 Ms. Deaton. Or if you want to wait we can do that. 

11 MS. CLARK: Vicki, if you'll just wait a 

12 minute. 

13 MS.~: Okey doke. 

14 MS. BROWN: Vicki, while you're waiting, 

15 Exhibit 1 to the deposition, do you have a short 

16 title for that? I have one if you don't. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MS.~: Comparison of Base Rates? 

MS. BROWN: That's it. Base Rate Bills. 

MS.~: Comparison of Base Rate Bills. 

MS. BROWN: Yes. Good. 

MS.~: If you want to provide that in a 

late-filed, that would be fine. 

MS. CLARK: Yeah, let us provide it to you 

later. 

(Late-Filed Exhibit No.1 was identified.) 
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1 THE WITNESS: There was a whole string of 

2 orders because it was a pilot rate and there was 

3 some settlement, so -- and the order, I can give 

4 you an order number where they accepted the final 

5 rate. It's -- oh, here it 1S. 22837-A. I'm 

6 sorry. 22837 dash alpha. In Docket 891045-EG. 

7 BY MS. KAUEMAN: 

8 Q 8-9 what? I'm sorry? 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

891045-EG. 

And is that the order that you're referring to 

where the Commission set this CILC incentive offset? 

A Yes. 

Q Thank you. The other question that I have 

goes back to the 1.5 times rule. I think that you 

mentioned here today, and you may have mentioned 1n your 

prefiled as well, that it's the appropriate time to move 

towards parity because customers are going to see a bill 

decrease; is that correct? 

Yes. A 

Q Okay. And that bill decrease that you're 

talking about is in 2010, right? 

A Right. 

Q And that bill decrease is related to a 

decrease in the fuel adjustment charges, correct? 

A Fuel and other clause factors. 
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8 

9 

Q Okay. It's not related to a decrease ln base 

rates, right? 

A No. 

Q And, ln fact, in 2011 customers are going to 

see an increase if FPL's granted a second-year increase, 

right? 

A It's projected that they would see a slight 

increase based on current fuel costs. 

Q And are you aware that the fuel adjustment 

10 charges are set and changed every November? 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A Yes, I am. 

Q Okay. So certainly it's possible that in the 

future the fuel adjustment charges are going to 

increase, correct? 

A It's possible they could increase. It's 

possible they could decrease even further. 

Q Exactly. But part of your premise for not 

applying the 1.5 is because in 2010 they're going to 

decrease? 

A Yes, that's part of my premise. The other 

part is that this is a fair allocation of cost to the 

rate classes. 

Q And would that remain your Vlew, even if on 

the lower fuel adjustment if just the one year changed? 

A Yes. 
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15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MS. KAUEMAN: Thank you, Ms. Deaton. I am 

done. 

MR. WISEMAN: This is Ken Wiseman. I wonder 

if I hope I can go next. I need to catch a 

plane soon. Is that okay? 

MS. KAUEMAN: That's all right with me. 

MS. CLARK: Ken, why don't we just take five 

minutes. Is that okay? 

MR. WISEMAN: Yeah. If we can keep it to five 

minutes that would be great, though. 

MS. CLARK: And I don't have an objection to 

you going next. Does staff? Martha? 

MS. DRAPER: This is Elizabeth Draper. Martha 

stepped out for a second. Hold on. I'll get her. 

MS. CLARK: Okay. 

MR. WISEMAN: Okay. Why don't we start a 

five-minute break while we're waiting for Martha to 

come back. 

MS. CLARK: I think that's a smart idea, Ken. 

MR. WISEMAN: Thank you. One for the day. 

(Break taken.) 

EXAMINATION 

BY MR. WISEMAN: 

Q Okay. Thank you. Ms. Deaton, this is 

Ken Wiseman. I'm going to ask you some questions on 
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1 behalf of the South Florida Hospital and Healthcare 

2 Association. First, if I could ask, I sent an email 

3 with a number of documents attached to it to your 

4 counsel yesterday. Do you have those documents with 

5 you? 

6 

7 

8 

9 

10 

11 

12 

13 

A Yes, I do. 

Q Okay. All right. If we could start off, if 

you could refer to FPL's response to SFHHA 

Interrogatory No. 39. Do you have that? 

A Yes. 

Q All right. Now, in this interrogatory, SFHHA 

asks FPL whether it intends to include in the GBRA costs 

associated with transmission and/or distribution capital 

14 editions. Am I correct that you sponsored the answer to 

15 

16 

this interrogatory? 

A Yes. 

17 Q Now, looking at the third sentence in the 

18 answer, you say that those transmission facilities that 

19 are required to interconnect and integrate the power 

20 plant to an existing transmission network and are 

21 approved pursuant to the Florida Power Plant Siting 

22 Plant Act are recoverable through the GBRA. Do you see 

23 that sentence? 

24 

25 

A 

Q 

Yes, I do. 

I'm interested in the phrase "and integrate 
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1 the power plant to an existing transmission network." 

2 Why that phrase? Do you -- are you referring to 

3 network -- transmission network upgrades? 

4 I'm sorry, did you answer the question? 

5 Hello? 

6 A Yes . I answered the question yes. 

7 Q Oh, I'm sorry, I didn't -- I didn't hear your 

8 answer. So the answer was yes? 

9 A Yes. 

10 Q All right. Now, could you refer to SFHHA 

11 Interrogatory No. 41? 

12 A Yes. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q 

A 

All right. 

I did not answer this one. 

Q So, you know -- well, are you familiar with 

the two projects that are listed there, the Canaveral 

and Riviera modernizations? 

A Yes, I am. 

Q Can you tell me of the $33 million and 

$132 million that are listed respectively for those two 

projects, how much of those dollars are associated with 

transmission network upgrades? 

A No, I can't. I didn't sponsor this question. 

You would have to speak to the transmission witness. 

Q All right. And who -- who would that be? 
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1 MS. CLARK: You know, Ken, we'd have to find 

2 out who sponsored this. 

3 MR. wcrSEMAN: Well, problem is that in many 

4 instances, in fact one of the ones I'm going to ask 

5 you about, it was sponsored by a nonwitness. So I 

6 need to know which witness, whether it's sponsored 

7 or not, lS knowledgeable about transmission network 

8 upgrades. 

9 MS. CLARK: Okay. 

10 MS. KAUFMAN: If there lS -- if Ms. Deaton has 

11 that information, that would be helpful. 

12 THE wcrTNESS: No, I don't. 

13 BY MR. wcrSEMAN: 

14 Q Okay. All right. Let's -- well, that will 

15 shorten this somewhat. Let's go to a different subject. 

16 Can you refer to MFR E-14. You did sponsor that MFR, 

17 correct? 

18 

19 

20 

21 

22 

23 

24 

25 

A Yes. 

Q I want to ask you some questions about 

Attachment 2 to that MFR. 

A Okay. 

Q You know, I'm sorry, someone lS talking and 

it's kind of distracting, hard to hear. If you could 

mute your phone, that would be great. 

Could you refer to page -- page 2 of 
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1 attachment 2? I apologize, not page 2. Page -- page 4 

2 of attachment 2. Do you have that? 

3 A Yes, I do. 

4 Q And I think I -- you did sponsor MFR E-14, 

5 correct? 

6 A Yes. 

7 Q All right. Now, do you recall, there was an 

8 interrogatory I believe I may have provided it to you, 

9 to your counsel actually, let's refer to that first. 

10 If you could refer to Interrogatory No. 34. 

11 MS. CLARK: Is that South Florida Hospital 

12 one, Ken? 

13 

14 

15 

16 

A 

Q 

MR. WISDmN: Yes. 

MS. CLARK: Okay. 

Yes, they're questioning my unit. 

And did you sponsor the answer to this 

17 interrogatory? 

18 A Yes, I did. 

19 Q All right. So do I understand from your 

20 answer to this interrogatory and referring back to 

21 attachment 2 to MFR E-14, that the units that are listed 

22 on this page are the units for the projected test year 

23 ending December 31, 2010, correct? 

24 A The ones that are in the E-14 for the 

25 projected test year, and then December 31, 2010 are the 
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1 projected units for December 31, 2010. We also have an 

2 E-14 that's for the projected subsequent year ending 

3 12/31/11. 

4 Q Yes, I understand. And thank you for the 

5 clarification. To be clear, I'm talking right now about 

6 the 2010 test year only, okay? 

7 A Right. 

8 Q All right. Now, for 2010 test year, and again 

9 referring to page 4 of attachment 2, first of all, this 

10 is for the GSLD 1 rate schedule and GSLDT-1 rate 

11 schedule, correct? 

12 A Yes. 

13 Q Looking at GSLDT-1, the units that are listed 

14 there are 18,380. Do you see that? 

15 A Yes, I do. 

16 Q All right. Now, am I correct then that based 

17 upon the 2010 units of 18,380, and the current rates 

18 that are in effect today of $41.37, the revenues that 

19 would be produced would be $760,381? 

20 A That's correct. 

21 Q All right, ma'am. And then if I refer over to 

22 the date on the right side of the page, would I be 

23 correct that again based on the 2010 projected test year 

24 units of 18,380 times the proposed rate of $60.46, that 

25 would produce revenues of 1,000,111 -- 111 -- I'm sorry, 
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19 

20 

21 

22 

23 

24 

25 

$1,111,216, correct? 

A Yes. And just to be clear, those are 

customer -- that's the customer charge and the customer 

units and the customer revenues for GSLD-l. 

Q All right. So if I look down on the right 

side of the page, there is a number -- it's across from 

increase, decrease. So would I be correct in saying 

that that figure, which is $71,266,720, would reflect 

the amount that FPL anticipates or projects that it 

would receive in increased revenues under this rate 

schedule as a result of charging the proposed rates that 

have been requested by FPL? 

A Yes, that's the increase in base revenues for 

GSLD-l and GSLDT-l. 

Q All right. Now, there are 37 pages in this 

attachment. If I were to go through each page and add 

up those increases, would that equal -- again focusing 

on the 2010 test year, would those increases equal the 

$1.044 billion increase that Mr. Olivera refers to in 

his testimony? 

A No, they would not. 

Q What would be the difference or why is there a 

difference? 

A There would be a difference due to increases 

in miscellaneous customer revenue. 
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15 

16 

17 

18 

Q Do you know what the total amount of those 

other increases would be? 

A If you look on MFR E-5 lays out the proposed 

increases between -- split between -- increases from the 

sale of electricity and increases in other operating 

revenue. 

Q All right. So if I added all of the increases 

that are shown here in E-14, Attachment 2 to the 

increases you just referred to ln E-5, would that equal 

the $1 billion that's referred to by Mr. Olivera? 

A The increases on E-5 include the increases on 

E-14. That's the increases from sales of electricity 

that I refer to. And you don't have to add them all up. 

They're shown in I believe schedule E-13a. Yeah E-13a 

lays out the increase for each rate plan -- each rate 

schedule. 

Q 

A 

All right. Well, let me try this. Are the -

The increases, the two increases are 

19 $968,206,000 for increases from -- increases in base 

20 rates from sales of electricity, and $75,328,000 in 

21 increases in other operating revenues. And those add up 

22 to $1,000,043,534. Does that help? 

23 Q Yes, that answers my question precisely. 

24 That's great. Thank you. 

25 NOW, the $968 million figure that you just 
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1 referred to, is that the number we would get to if we 

2 were to add up all of the increases that are shown here 

3 In E-14 for the 2010 test year? 

4 A Well, no, because that includes unbilled 

5 revenues. So if -- like I said, if you look at E-3 -- I 

6 mean, E-13a, it summarizes all of the increases shown in 

7 

8 

9 

10 

E-14. 

Q 

A 

Q 

All right. Well-

That's 900 and --

Well, I understand. Let me ask another 

11 question related. Are the units that you've projected 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

across all rate schedules for the 2010 test year greater 

than the units were for the historic test year that 

ended December 31, 2008? 

A The units that I projected for all rate 

schedules are this -- consistent with the load forecast 

produced by witness Morley. And, in fact, it's an 

allocation of that load -- that forecast. The 

customer -- number of customer accounts by revenue class 

from her forecast are split into by the -- by rate 

schedule in my forecast. Her sales by revenue class are 

split into the sales by rate schedule in my forecast. 

Q Well, under the -- are you familiar with the 

2005 rate case settlement? 

A Yes. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Q All right. Were there units -- there were 

units used in connection with that settlement in order 

to establish rates, correct? 

A I -- I don't know what the units were in 2005. 

Q You -- you -- you don't -- do you know whether 

they were lower than the units that you've projected for 

the 2010 test year? 

A I don't know that. All I know is that I -- my 

forecast has to reflect the load forecast produced by 

the load forecasting group of FPL witness Morley. 

Q And you don't have any information about how 

12 those units that you've used compare to the units used 

13 to set rates in connection with the 2005 rate case? 

14 A I have not looked at the units in 2005 

15 compared to these units. I have looked at the forecast 

16 versus actual for 2009. 

17 

18 

19 

20 

Q How do they relate to the units that were 

forecast for 2009, actually -- I'm sorry, the actual for 

2009? 

A The forecast is within one -- less than one 

21 percent. 

22 

23 

Q 

A 

Higher or lower? 

Forecast is higher. 

24 Q Okay. Give me a second. I'm trying to shift 

25 through papers to move this along quickly. Could you 
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1 

2 

3 

refer to FPL's response to SFHHA POD No. 35. Okay. 

That document, was that POD response sponsored by you? 

A No, it was not. 

4 Q Do you know which witness sponsored that POD 

5 response? 

6 A I believe that's witness Ender. 

7 

8 

9 

10 

Q All right. Thank you. Now if I could refer 

you to FPL's responses to SFHHA POD request No. 17 and 

No. 18. 

A Okay. 

11 Q Did you sponsor the responses to those two 

12 requests? 

13 A No. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Do you know who -- which witness sponsored 

those response? 

A Not right offhand. I can probably find out. 

Q Okay. Let's just move forward. I only have a 

few more questions. I want to go over something 

Ms. Kaufman covered with you a little bit. Could you 

refer to page 2 of your rebuttal testimony? 

A Okay. 

Q I'm sorry, glve me one second. I'm trying to 

go through these. Here it is. Sorry. 

All right. I believe you say there, you 

testified earlier, that your Exhibit RBD-9 demonstrates 
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1 that on average, customers are projected to see an 

2 overall decrease in their total bill of January 2010; is 

3 that correct? 

4 

5 

6 

7 

8 

A 

Q 

RBD-9? 

A 

Q 

Yes. Yes. 

All right. Now, can you refer to your exhibit 

Okay. 

Now, I want to make sure first of all that 

9 we're all on the same page. Can you define what you 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

mean by the term in the title of this exhibit "rule of 

thumb limits"? 

A That's described in my testimony as the 

Commission's one-and-a-half times. 

Q Okay. And that -- you discussed that earlier 

with Ms. Kaufman, right? 

A I don't think she asked about my 

characterization --

Q No I was referring to the one-and-a-half rule. 

A Yes. 

Q Now, if I understand this schedule, again 

21 referring to Exhibit RBD-9, what you're suggesting is 

22 that rates will go down in 2010 as compared to the rates 

23 that are in effect on your system today; is that 

24 correct? 

25 A Overall revenues will decrease. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Q 

A 

And rate --

Current rates under 2010 units that we 

discussed earlier versus proposed rates and the 

estimated fuel and other clause factors in 2010. 

Q Is the fuel factor, the fuel clause factor, lS 

that the major factor that's driving the reduction that 

you're referring to in your testimony? 

A I would say it's the primary. In fact, I 

don't know if it's the major one. I'm not sure. Let me 

look at something here. 

Q Sure. 

12 A I would say it would be the major factor. 

13 Q All right. Now, on the same exhibit on 

14 page 1, you're reflecting a combined total impact of 

15 $506,528,633. Do you see that figure? 

16 A I'm sorry, which figure? 

17 Q It's under combined impacts, the total figure 

18 is $506,528,633. 

19 A Right. 

20 

21 

22 

23 

24 

25 

Q 

A 

Is that correct? 

That's correct. 

Q All right. And that's the -- the total of the 

reduced revenues that you're projecting; is that right? 

A For these -- there's some minor sliding 

classes that are noted in the footnote that aren't 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

included ln this total bill total number. 

Q All right. Well, of that total number, how 

much of that impact is driven by the fuel factor? 

A 

Q 

I would have to say the majority of it. 

Now, do you know, is the average fuel price 

on -- that you've used for your projections, is that 

correct based upon the price of natural gas? 

A The fuel price -- it was total system fuel 

prices. So, you know, natural gas, nuclear, coal. You 

know, everything that goes into our system. 

Q Do you know on a percentage basis what percent 

of your fuel costs reflect the price of natural gas? 

A I did it recently. It's -- I don't remember 

14 exactly the number. It's in the 70 to perhaps 

15 80 percent range. 

16 Q All right. During the hearing, would you be 

17 the appropriate witness or an appropriate witness to 

18 discuss natural gas prices with? 

19 A No, I'm not the fuel witness. 

20 Q So that's not something that you do in -- you 

21 don't monitor natural gas prices in the regular course 

22 of your duties; is that correct my understanding? 

23 A Monitor how? I do see NYMEX published data. 

24 I don't monitor it. You know, that's not part of my job 

25 duties. 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q And do you know, is there a witness who does 

as part of his or her job duties monitor natural gas 

prices on a regular basis? 

A Not in this docket. 

Q All right. Can you refer to page 2 of your 

rebuttal at line 16 through 19? 

A Okay. 

Q You say there under -- "under proposals 

offered by intervenors, these subsidies will grow even 

larger, $65 million to over $190 million as noted in 

SJB-10 and SJB-9 from SFHHA witness Baron) . " Can you 

tell me how you calculated the $65 million and the 

$190 million figures? 

A Yes. 

MS. CLARK: Ken, just give us a minute. We're 

looking for that. 

MR. WISEH-\N: All right. Great. 

A Oh. The $65 million is shown on the 

Exhibit 10. It's the allocation of the shortfall that 

they're reallocating $65 million to other customers. 

Q Okay. 

A And the 190 million is the difference between 

the Exhibit 9, the -- okay. So the rate classes that 

will receive the adjusted shortfall on Exhibit 9 

between -- this is residential, general service and 
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1 general service demand, I believe. Yeah, residential 

2 and general services are the two major ones. And the 

3 difference between the revenue allocated under Exhibit 9 

4 and that allocated are cost of service. 

5 Q All right. All right. Could you refer to 

6 page 12 of your rebuttal? At lines 13 through 16, you 

7 say, "Going forward, FPL's rate request and continuation 

8 of the GBRA will allow continued investments in 

9 efficiency improvements, which are expected to yield 

10 savings of $1 billion per year by 2014." Did you -

II A I'm sorry, I didn't catch the page number. 

12 

13 

14 

Q 

A 

Q 

I'm sorry, page 12. 

Okay. Page 12 what? Okay, yes. 

And I'd like to know, how did you derive your 

15 $1 billion savings figure? 

16 A In 2014, the cumulative impact of the 

17 efficiency savings, the heat rate difference under the 

18 current -- with consistent conditions in 2002 as the 

19 baseline and efficiency improvements expected ln 2014 

20 and the projected price of fuel, and those were 

21 improvements to the fossil units, the oil and gas units. 

22 We did not --

23 Q You're referring to the projected prices of 

24 fuel, you're referring to natural gas -- are you -- are 

25 you referring to oil as well? 
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1 A Yes. 

2 Q I don't know if you have oil-fired units. 

3 A We do, and yes, it does. 

4 Q So it would be predominately natural gas then, 

5 correct? 

6 A Correct. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Q Okay. Could you refer to page 13 of your 

testimony at -- starting on line 11. There's a question 

that runs over to the top of page 14 that is --

MS. CLARK: Ken, we're not following, what 

page? 

MR. ~SEMAN: Page 13, starting at line 11. 

MS. CLARK: Okay. 

MR. ~SEMAN: There's a discussion that 

carries over to page 14, line 2 concerning 

Mr. Collin's proposal -- or Mr. Collin's testimony 

that the -- that the GBRA tariff does not -- I'm 

sorry, that there is no GBRA tariff that's included 

ln FPL's filing. 

A Yes, I'm there. 

21 BY MR. WISEMAN: 

22 Q Okay. Possibly the last question. Is FPL 

23 opposed to putting into effect a tariff that would 

24 describe the mechanics of the GBRA mechanism we're 

25 proposing? 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

A 

Q 

A 

We certainly are not. 

You're not opposed? 

No. 

Q Okay. Give me just one second, if you would. 

MR. ~SEMAN: Ms. Deaton, thank you very much. 

That answers all of my questions. And Martha, 

thank you for letting me go forward. I very much 

appreciate it. 

MS. BROWN: Sure. Have a good flight. 

MR. ~SEMAN: 

MS. BROWN: 

MS. CLARK: 

Thank you. Take care everyone. 

Susan, are we ready to proceed? 

Yeah. Martha, if you only have a 

couple of questions --

MS. BROWN: Well, it's a little more than a 

couple but I don't think it will be more than a 

half hour at the most. 

MS. CLARK: Okay. 

EXAMINATION 

19 BY MS. BROWN: 

20 Q I guess it's evening. Good evening, 

21 Ms. Deaton. I want to talk briefly about time of use 

22 

23 

24 

25 

rates. 

A Yes, ma'am. 

Q Could you give us a brief explanation of how 

FPL designs its time of use rates? 
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1 A The design 1S consistent with Commission 

2 precedent in setting time of use rates. We establish 

3 the demand and energy -- I mean, excuse me, the customer 

4 and demand charge based on the cost. And the energy 

5 charges are split into the on-peak and off-peak such 

6 that we produce a revenue neutral rate at the class 

7 on-peak split, average on- and off-peak split. 

8 Q Okay. Does this method differ by rate class? 

9 

10 

11 

12 

13 

14 

15 

16 

A 

Q 

A 

Q 

No. 

Okay. 

Well, except for -

Go ahead. 

A High load factor time of use rate I suppose is 

a little different. 

Q Can you explain that difference? 

A The revenue neutrality is based on total 

17 revenues between the rates and not just the energy 

18 revenues. But it's really a difference without a 

19 distinction since the general service demand rates are 

20 set the same. 

21 

22 

23 

A 

Q 

MS. CLARK: Hang on just a minute, Martha. 

I meant the distinction without a difference. 

That's what I heard you say. 

24 Let's see. Witness Klepper who 1S testifying 

25 for AFFIRM states on page 8 of his testimony that the 
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1 GSDT-l rate is badly structured for most customers and 

2 results in total costs that exceed the total costs that 

3 would be realized under the GSD-l rate. Do you agree 

4 with that statement and could you explain under what 

5 circumstances a customer could save under the GSDT-l 

6 rate when compared to the GSD-l rate? And I can break 

7 that apart if the question is too complicated. 

8 MS. CLARK: I think we're having trouble 

9 understanding that, Martha. So do you want to walk 

10 us through it? 

11 A Or if you can point me to the testimony. 

12 MS. CLARK: Or pages of the testimony, that 

13 would be helpful. 

14 Q Page 8. Ms. Deaton, if you look at lines 5 

15 through 7 

16 A I see that now. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q How do you respond to that statement? 

A The GSDT customers can save by improving on 

the class average percentage of kilowatt hours on-peak. 

That's how the rates are designed. 

Q Okay. 

A class average to the extent they lffiprove 

rate base. 

Q Okay. Do time of use rates provide price 

signals that provide an incentive to customers to 
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1 

2 

3 

control their usage? 

A Yes, they do. 

Q And could you just give us sort of a general 

4 reason why? 

5 MS. CLARK: Martha, could you clarify that? 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

You said to improve their usage. What do you mean 

by that? 

MS. BROWN: To control their usage, to perhaps 

limit their usage or control or shift it from one 

time to another. 

MS. CLARK: I think we took it to mean 

shifting the usage off-peak. 

MS. BROWN: Yes. 

MS. CLARK: Is that what you mean? 

MS. BROWN: Yes. 

16 A Yes, we do, because the energy charges are 

17 differentiated between on-peak and off-peak. The more 

18 the customer uses in the off-peak hours versus the 

19 on-peak they are able to save. And it's not just the 

20 base energy charges but also the fuel charges also are 

21 differentiated so that they save -- are able to save 

22 more. 

23 Q Okay. Thank you. With respect to high load 

24 factor time of use rate, can you describe how FPL 

25 designed that rate? And you can start with the demand 
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1 charges. Do you want more follow-up questions? 

2 A No, I'm just -- I'm turning to the page. If 

3 you turn to page 17 of Attachment 2 to E-14. 

4 Q Okay. Just give us a minute. Okay, we're 

5 there. 

6 A As you can see on page 17, the demand cost for 

7 the various rate otherwise applicable rates for the 

8 HLFT classes is the GSD-l, GSLD-l and GSLD-2. Those 

9 costs are summed up for those three classes, and the 

10 base demand charge includes 50 percent of the 

11 distribution costs that you see there divided by the 

12 kilowatt billing unit. And the on-peak demand charge 

13 includes production transmission and the other 

14 50 percent are distribution costs divided by the units. 

15 So that's where you develop the $2.20 per kW 

16 base demand charge and the $9.77 on-peak demand charge. 

17 Q Okay. Thank you. Can you explain how you set 

18 the on-peak and off-peak nonfuel energy charges? 

19 A Yes, if we can just look at page 16 

20 for HLFT-3 -- it's some of the same for all three HLFT 

21 rates. The revenue that would be produced under the 

22 otherwise applicable rate -- and for HLT-3 that would be 

23 the GSLD-2 rate based on a 70 percent load factor and 

24 27 percent on-peak average kilowatt hours. 

25 Q We see it. Which type of 
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9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

A That revenue is calculated and summed up. And 

then the revenue produced from the customer charge and 

the various demand charges is subtracted to produce a 

net energy revenue that we need to balance to. So it 

would be $11,126,000. We initially set the off-peak 

rate at unit cost and the on-peak rate at total cost 

including demand costs and energy costs together. We 

initially set them there, and then we make adjustments 

to -- equal adjustments to each on-peak and off-peak 

rate to achieve the revenue neutrality of the 

$11,126,000. 

Q Okay. Which type of customer typically takes 

service under the HLFT rate? 

A Well, the customers under HLFT -- well, it 

depends on the size of the customer. But we have 

Publix, customers like grocery stores that are operating 

pretty much 24 hours or close to it, large hospitals. A 

customer that is pretty much -- you know, pretty close 

to a 24-hour operation. 

Q And what is the average load factor for HLFT 

customers? 

A I believe it's 80 percent. 

Q Okay. FIPUG in its prehearing statement 

states that HLFT, the HLFT rate should be designed for 

25 customers with load factors above 70 percent. Do you 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

agree with this statement? 

A We had set it at 70 percent, so yes, we agree. 

Q Okay. At the Fort Myers service hearing, I 

don't know whether -- you probably weren't there. But 

three customers suggested that FPL allow them to prepay 

their electric bills. Has FPL given any thought to that 

suggestion? 

A I'm aware of the issue and I'm aware that FPL 

has some witness Santos is presenting our position on 

10 that issue. 

11 Q Okay. Well we'll ask him the rest of those 

12 questions then? 

13 

14 

15 

16 

MS. CLARK: 

MS. BRCMN: 

THE WITNESS: 

MS. CLARK: 

17 BY MS. BRCMN: 

Her, Martha, her. 

I'm sorry, her. 

I'm a him too. 

Yes, you are, to some people. 

18 Q On page 16 of your direct testimony at lines 5 

19 and 6 where you state that --

20 A Wait, Martha, let me get to the page. 

21 Q Oh, okay. 

22 

23 

A 

Q 

I'm there. 

You state there that FPL is proposlng to close 

24 the relamping option on SL-l and OL-l tariffs for new 

25 streetlight installations, correct? 
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8 

9 

10 

11 

12 

13 

14 

A That's correct. 

Q What service exactly is FPL providing under 

that relamping option presently? Can you describe it? 

A My understanding is that relamping involves 

just putting in new bulbs. 

Q Okay. If FPL stops relamping -- the relamping 

option for new customers, who -- who else would the 

customers turn to to relamp the streetlights? 

A They would -- they could contract, I suppose. 

Q They'd have to hire an electric engineer? 

They wouldn't could they do it themselves? 

MS. CLARK: Martha, can we just take a minute? 

MS. BRam: Sure. 

MS. CLARK: Thank you, Martha. 

15 MS. BRam: Sure. 

16 BY MS. BRaiN: 

17 Q Would it be possible for -- do you know if it 

18 would be possible for a customer to change the lights 

19 themselves in streetlights? 

20 A Martha, I'm not I'm not intimately familiar 

21 with what all is involved with that. I think actually 

22 the distribution witness Spoor is sponsoring our 

23 position on this, and he would have the information, 

24 more detailed information on that. 

25 Q Okay. We'll save our questions. 
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1 Now, do you have FPL's response to Staff's 

2 third set of interrogatories with you? That's the 

3 calculation of --

4 

5 

6 

7 

8 

9 

10 

A Well, the two that you asked for. 

Q Yes, I asked 

A Nine and 10? I have 9 and 10. 

Q First to 9. That's the calculation of the 

transformer ownership credit. 

A 

Q 

Correct. 

Can you explain what the costs shown in line A 

11 represent and provide the source information for that, 

12 those costs? 

13 A As testified, E-6b lS the distribution 

14 secondary transformer cost. 

15 Q E-6b? Okay. Can you hold on just a sec? 

16 (Off the record.) 

17 

18 

19 

20 

21 

Q 

A 

Q 

A 

Q 

Which page is it? 

Five --

Say again? Can you repeat that? 

Five, line 15. 

Okay. Hold on just a second. 

22 Ms. Deaton, in your response to the 

23 interrogatory, subsection A for the 2010 TR rider says 

24 distribution secondary transformer, and there's a cite 

25 to E-6b, and it says 239,372,288. 
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1 A Yes. This is not exactly the amount on 6b 

2 line 15 that was filed. This amount was calculated 

3 before the E-6b was finalized. And there's a slight 

4 variance. 

5 Q So which -- which number do we use? 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

A I don't think it matters. It doesn't move the 

rate. 

Q Well, could you tell us anyway? 

A You know, it probably should have been updated 

to the 239,366. 

Q Okay. 

MS. BROWN: Excuse us just a minute. 

(Off the record.) 

BY MS. BROWN: 

Q Thank you for your patience, Ms. Deaton. Is 

that number shown in line A or line B subject to change 

based on any Commission vote in this proceeding? 

A Well, yes, it's a revenue requirement. So if 

the return or other things are changed, then that would 

lower. 

Q So the transformer ownership discount should 

22 be recalculated based on the Commission's ultimate vote 

23 in the case? 

24 

25 

A 

Q 

Yeah, it should reflect the final outcome. 

Okay. Now, if you'll look at 10, your 
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1 response to Interrogatory 10, the calculations of the 

2 monthly fixed carrying charge rate to be applied to the 

3 cost of customer requested distribution equipment. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

A Yes. 

Q I want to go over some of the inputs and 

assumptions used In the calculation of the fixed 

carrying charge rate and understand which ones are 

subject to a vote by the Commission. 

Would you agree that cost of capital as shown 

on page 2 of 12 of Attachment 1 is subject to a 

Commission vote and could therefore change from what lS 

shown in the attachment? 

A Yes. 

Q Do you agree that the -- is the depreciation 

as shown on page 1 of 12 of Attachment 1 subject to a 

Commission vote? 

A We use a current depreciation expense rate, 

not those that were proposed. 

Q Well, the Commission is going to rule on the 

20 proposed depreciation rates in this case so wouldn't 

21 that then 

22 A Yes. 

23 Q -- change okay. Are the distribution O&M 

24 expenses shown on page 7 of 12 subject to change? 

25 MS. CLARK: Give us just a minute. 
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1 MS. BRCMN: Sure. 

2 MS. CLARK: Martha, go ahead. 

3 BY MS. BRa-m: 

4 Q Okay. What was the answer? 

5 

6 

A 

Q 

I said I suppose it could. 

Okay. Are there any other inputs for the 

7 monthly fixed carrying charge rate that could change 

8 based on the Commission's vote in the case? 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

A 

Q 

Yes. 

What are they? 

Pretty much all of the input. 

Okay. 

MS. CLARK: Martha, if we could, if we can 

we'll say that subject to check and we'll check 

them and let you know for sure. 

MS. BRa-m: Okay. And this -- all right, that 

would be good because we want to know what -

actually I suppose we could do a -- no, let's not 

do an exhibit. Just -- just call me. 

MS. CLARK: Martha, let me ask her. If we are 

looking at the attachment to the interrogatory and 

we are looking at page 1, are those the factors you 

want us to indicate whether they would change 

depending on the vote in this case? 

MS. BRa-m: Well, yes. Actual -- but then if 
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you look on page 7, there are distribution O&M 

expenses on that page. So I guess it's really just 

a review of what's on that attachment and then 

whether they would change subject to Commission 

vote. And the bottom line is we were hoping you 

would agree to revise the calculation of the 

monthly fixed carrying charge based on the 

Commission vote on any of the inputs in the 

calculation. 

MS. CLARK: I almost think that goes without 

saylng. When we -- when the Commission votes, 

we -- we turn ln the new rates consistent with the 

vote. 

MS. BRCMN: We thought so too. 

MS. CLARK: Martha, let me ask you this. Does 

that mean for these two -- I really don't know that 

that is of the prehearing order, but I believe the 

Interrogatory 9 and 10 are the subject of two 

issues. Are we looking to maybe stipulate to them? 

These factors would change depending on the vote 

or 

MS. BROWN: Yes. That's where we're cOffilng 

from. Hold on just a minute. 

(Off the record.) 

MS. BROWN: Susan, there are four or five 
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issues that we may be able to stipulate as to 

methodology. I don't know that we're there yet. 

MS. CLARK: Okay. Okay. But these two at 

least, the transformer credit and the and the 

fixed monthly charge for distribution 

MS. BRam: We, we hope so. You know, the 

time crunch is pretty awful. And how much 

agreement we can get before Monday, I'm not sure. 

But at least that's the way we're -- we're coming 

at it. 

MS. CLARK: Okay. That sounds good. I know 

12 when I looked at them I thought, well, you know, 

13 these are -- in my own mind I thought these were 

14 kind of fall-out issues. 

15 MS. BROWN: Yeah. 

16 BY MS. BRam: 

17 Q We have a couple of questions about the CDR 

18 credit, the commercial industrial demand reduction 

19 rider. Ms. Deaton, that's in tariff sheets 8.680 

20 through 8.685. Are you there? Are you familiar with 

21 those? 

22 

23 

A 

Q 

I'm there. 

Okay. You'd agree, wouldn't you, that this 

24 rate schedule provides for a credit to customers if they 

25 are willing to interrupt their normal load or run back 
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up generation when FPL needs the capacity? 

A Yes. My understanding is that this is a 

credit available to customers who are willing to 

designate at least 200 kilowatts of load as nonfirm. 

Q And this is a load control program or option, 

6 right? That's the way we usually characterize it. 

7 A That's right. 

8 Q Are the credits under the CDR normally set in 

9 a rate case? Ms. Deaton, if I might refresh your 

10 memory. I think earlier you indicated that the credits 

11 under the CDR were set in the goals docket. 

12 A They are in -- the CDR credit was set at a 

13 level in order to be cost-effective, pass the rate 

14 impact measure test. 

15 Q So that's where you believe the credits are 

16 usually set, not in the rate case? 

17 A Yes, that's correct. 

18 Q Okay. Now, there are three additional tariff 

19 sheets we want to briefly talk about, sheets 8.207 

20 through 8.209, and they're the residential load 

21 management program, FPL's on call program. 

22 A I'm familiar with those. I did not bring them 

23 with me. We're trying to pull them up. 

24 Q Oh, okay. Well, I'm not sure these questions 

25 really require that you look at them. Let me ask them 
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1 and then if you need to, you can look at them. 

2 Would you agree that the CDR for commercial 

3 and industrial customers, the on-call program, offers 

4 residential customers a credit in exchange for allowing 

5 FPL to interrupt their load when FPL needs the capacity? 

6 A That's my understanding, yes. 

7 Q And is it -- where in your mind are the 

8 credits for the on-call program set? 

9 A DSM programs docket. 

10 Q Why are load management credits set in the 

11 goals docket? 

12 A It's my understanding that these are 

13 conservation programs and conservation programs are 

14 required to meet cost-effectiveness tests. And these 

15 provide demand savings for the company and goals -- the 

16 Commission has goals for demand reduction. That's where 

17 those programs and goals are addressed. 

18 Q Okay. And would you agree that setting the 

19 credit for one load management program in isolation, say 

20 the CDR credit, could have a detrimental impact on all 

21 other load management programs? 

22 A If the credit was set above the cost-effective 

23 level and did not pass the rate impact measure test, 

24 then yes, it would have an impact on the other 

25 customers' rates. 
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Q All right. Thank you. Now to just a few 

questions on the GBRA. In your direct testimony 

beginning on page 20, you discuss this. And on page 21, 

starting at line 8, you mention the GBRA experience with 

Turkey Point unit 5. Now that -- do you need to get 

there or will you take my word for it? 

A I'm there. 

Q Okay. Now that FPL has initiated a rate case, 

is FPL proposing that the GBRA factor for Turkey Point 

Unit 5 be rolled into base rates rather than continuing 

in a cost recovery clause? 

A There is not a cost recovery -- the one-time 

credit for the customers for the reduction due to their 

reduced cost of the Turkey Point 5 was made through the 

capacity clause this year. And I believe that to the 

extent that the estimated amounts for the end of last 

year were either higher or lower than actuals, that 

those were being adjusted in this year's capacity clause 

factor, the filing that's being filed today. So there 

would be no further clause impact for Turkey Point 5. 

Q Okay. If the Commission were to approve 

continuation of the GBRA, will the GBRA factors for the 

3 West County units, Cape Canaveral and Riviera 

eventually be rolled into base rates during the 

subsequent rate case? 
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A That's correct. 

Q Okay. On page 22 of your testimony at line 11 

you state that FPL's rate proposals and the GBRA, quote, 

send the appropriate price signals to customers. 

What -- what are those price signals and why are they 

appropriate? 

A For instance, with the GBRA, the fuel costs 

are reduced to reflect the efficiencies improvements 

caused by the plant and the GBRA adjusted base rates 

include the fixes costs associated with those lower fuel 

11 cost savings. 

12 MS. BROHN: Excuse me just Gist. 

13 (Off the record.) 

14 MS. CLARK: Martha, this is Susan. I'm just 

15 

16 

17 

18 

19 

20 

21 

22 

figuring out how much more time you have because if 

you have even a little bit more, we probably need 

to take a break. 

MS. BROHN: Well, let me see. I have ten more 

questions. 

MS. CLARK: Could we take just a five-minute 

break? 

MS. BRaiN: Sure. 

23 (Break taken.) 

24 BY MS. BRa<m: 

25 Q Now, it's my understanding that the GBRA 
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allows FP&L to begin recouping the capital cost of the 

new generating plant from customers much quicker than 

would otherwise occur. Is that your understanding too? 

MS. CLARK: I'm going to object to that 

question, use of the term "much quicker." Go ahead 

and answer. 

A My understanding 1S it allows FPL to increase 

base rate consistent with the revenue requirements of 

the plant that were approved in a need determination 

process at the time the plant goes in service. If FPL 

didn't have the GBRA, I would think there's other 

options to having limited rate cases or other rate cases 

to have the plants in rate base. 

Q But it does happen outside of a normal full 

base rate proceeding, correct? 

A Martha, could you be clear? What happens 

outside? Are you talking about the GBRA? 

Q Recouping the capital cost of the GBRA happens 

outside of a full base rate proceeding? 

A 

Q 

Yes. 

Okay. So do you have an idea of how much 

sooner customers begin paying for a new generating plant 

with the GBRA in place in contrast to traditional rate 

recovery methods? 

A I don't know how -- you know, how we could 
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1 time, you know, rate increases or -- for our specific 

2 power plants in order to have the same effective date. 

3 I suppose that would be possible. 

4 Q All right. Now, do you have FPL's response to 

5 staff's sixth set of interrogatories No. 70, including a 

6 spreadsheet entitled New Plant Recovery Comparison? 

7 A I have that but I did not sponsor this. 

8 Q Okay. Well, who did? 

9 

10 

11 

12 

A I'm looking it up. Witness Ousdahl. 

MS. CLARK: Did you hear that, Martha? 

MS. BRam: Yes, I did. Thanks. 

If you give us two seconds, we'll look over 

13 the remaining questions and see if we can cut some 

14 down. 

15 (Off the record.) 

16 BY MS. BRa>m: 

17 Q Okay. I think we have really basically one 

18 more question. Staff's sixth set of interrogatories 

19 No. 68, this is a response you prepared, correct? 

20 A I have 69 in front of me. Hang on. Did I 

21 sponsor this? 

22 Q Okay. And In your answer you state that the 

23 projected percentage of the total bill for a standard 

24 thousand kilowatt hour or residential use, that -- hold 

25 on just a minute. 
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1 (Off the record.) 

2 Q Okay. I'm going to try this one agaln. Your 

3 answer states, "The projected percentage of the total 

4 bill for a standard thousand kilowatt hour or 

5 residential use that base revenues will make up without 

6 the continuation of the GBRA has not been projected as 

7 FPL proposes to continue the GBRA." We would like FPL 

8 to project this amount, assuming that the Commission 

9 does not approve continuation of the GBRA. Are you 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

following me? 

A Into what time period? 

MS. BROWN: Let's go off the record a minute 

so Steve can discuss this with you. 

MS. CLARK: All right. 

(Off the record.) 

BY MS. BROWN: 

Q Ms. Deaton, we're sorry. We're gOlng to go 

back on the record now. Now can you say that again? 

A What I said was that in 2011, if the rates are 

unchanged from the request we've made for the increase 

ln 2011 for the subsequent year increase, it would be 

47 percent for the entire year. 

If, however, we if GBRA is not continued 

and we seek to include it in base rates the West County 

3 plant sometime in 2011, then that percentage would 
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change. 

Q Well, could you make that calculation for us 

and provide it as a late-filed exhibit? 

A I could not make the calculation. Maybe a 

rough estimate. But we don't have the forecast that we 

would use in 2011 to actually determine what the rate 

would be. 

Q We'll take the rough estimate, and I think 

that's Late-Filed Exhibit 1. 

MS. CLARK: Yeah, I think so too. And so it 

11 would be a rough -- or 

12 THE WITNESS: An estimate of the increase or 

13 the percentage of base revenues. 

14 MS. BROWN: Without GB --

15 MS.~: Do you want to call it 

16 Late-Filed Exhibit 2 since we already have an 

17 Exhibit I? 

18 MS. CLARK: Vicki, I thought we answered your 

19 question with -- oh, you're right. I'm sorry, 

20 Vicki. The FIPUG 1S 1. You are absolutely 

21 correct. Okay. 

22 MS. BROWN: Thank you, Vicki. So it will be 

23 Late-Filed Exhibit 2 and it will be help me out 

24 with this, Ms. Deaton. 

25 THE WITNESS: Estimate of the base revenues to 
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1 total bill. 

2 (Late-Filed Exhibit No.2 was identified.) 

3 MS. BROWN: Without G8RA. 

4 THE ~T.NESS: Thousand kilowatt hour -- per 

5 thousand kilowatt hour residential bill assuming 

6 GBRA is not continued. 

7 MS. BROWN: Yes, that would be great. 

8 MS. CHRISTENSEN: Hi, this is 

9 Patty Christensen. I just -- can I ask for a 

10 clarification on the witness's answer? She had 

11 said something about getting in the Green River 

12 plant ln 2011 and I wasn't quite sure what she 

13 meant by that. Since you guys are seeking to get 

14 essentially 2010 and 2011 in, are you assuming that 

15 it would be corning in in the projected 2011 test 

16 year? I'm just not clear on what the answer was. 

17 Or another limited proceeding type? 

18 MS. CLARK: What unit were you talking about? 

19 We were talking -- we're not clear what you're 

20 asking about, Patty. 

21 MS. CHRISTENSEN: I'm sorry. I just had 

22 heard -- I thought I heard the witness say that it 

23 would be 47 percent for the entire year for 2011 

24 with the GBRA but she wasn't certain what it would 

25 be without the GBRA if you didn't count the plant 
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corning demand. And I wasn't quite sure what she 

meant by that. 

MS. CLARK: That's not what she said. 

4 MS. CHRISTENSEN: Okay. Maybe I just 

5 misunderstood her answer. Could she go over that 

6 again just because I'm definitely not clear on what 

7 she was talking to. 

8 MS. CLARK: Why don't we have the court 

9 reporter read it back. 

10 (Requested portion read by reporter.) 

11 MS. BROWN: Okay. Well, that concludes our 

12 questions. And Ms. Deaton, thank you very much for 

13 your time. 

14 MS. CLARK: And Martha, before we finish, I 

15 would like to ask the court reporter to, you know, 

16 email me the transcript. I understand --

17 MS. ALEXANDER: This is Stephanie Alexander 

18 from AFFIRM. I'm sorry, I just have two requests. 

19 MS. CLARK: Well, Stephanie, I don't see that 

20 you've noticed this for deposition. 

21 MS. ALEXANDER: I understand, but that's 

22 usually not an lssue. I only have two requests for 

23 information that I understand that you -- FP&L has 

24 readily available. 

25 MS. CLARK: Stephanie, why don't you go ahead 
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and give me the questions and we'll -- let me hear 

the answers I'll -- I mean let me hear the 

questions. 

MS. ALEXANDER: Well, it's actually a request 

for more information. AFFIRM would like the hourly 

load shifts for FPL's monthly peak days in 2007 and 

2008, and it also would like some information with 

respect to the purchase power that FPL purchased in 

2008. We just want to know the total number of 

10 hours and the amount that that purchase power cost 

11 FPL. 

12 MS. CLARK: Well, Stephanie, I have to say 

13 that those are things that were appropriately 

14 asked -- would be appropriately asked in discovery 

15 and the discovery deadline is over. And you 

16 MS. ALEXANDER: It's not actually over, it's 

17 over Friday, first of all. Second of all, we 

18 intend to ask you all about that at the hearing so 

19 I was just trying to get the information. And we 

20 seem to have been cooperative with every other 

21 party, and this is important information. And we 

22 got in the case late, and we also thought we were 

23 going to get this information informally through 

24 Mr. Romig, but that turned out not to be the case. 

25 So that's really where we are. 
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1 Would you like me to have the staff ask you 

2 for it? 

3 MS. CLARK: Stephanie, I can touch base with 

4 Mr. Romig on that. But other parties noticed the 

5 deposition, they did a cross-notice for the 

6 deposition, and you AFFIRM did not. 

7 MS. ALEXANDER: Right. Normally that's not a 

8 preclusion in any way. 

9 MS. BROWN: Well, I agree with you to some 

10 extent. We piggyback -- allow parties to piggyback 

11 off of our deposition but where they have been 

12 cross-noticed. Other parties get the message that 

13 they should do the cross-notice as well. 

14 Perhaps you and Ms. Clark can discuss this 

15 further and see if there's some accommodation that 

16 could be made. 

1 7 MS. CLARK: I think 

18 MS. BROWN: But the court reporter is tired 

19 and so am I. And I think we need to move this 

20 along. 

21 MS. CHRISTENSEN: And Martha, I don't want to 

22 be more difficult, and I know the court reporter 

23 read back Ms. Deaton's answer when she gave it 

24 regarding the plant. I just -- I'm still not clear 

25 what her answer was about including the plant ln 
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2011 and how that would change it. 

MS. BROWN: Well, Patty, why don't you -- why 

don't you ask for the deposition and then you'll 

have a chance to look at it. Maybe if you see it 

in print it will make more sense. And if it 

doesn't, you can ask a question about it at the 

hearing. 

MS. CHRISTENSEN: Well, I think it would 

probably -- I mean, if she can clarify it, it would 

be a good opportunity for her to do it here. And I 

hope we aren't going to stand on ceremony of 

process to clarify her response here. I mean, I 

just need her to explain what she meant and what 

she said --

MS. CLARK: I think it is clear on the record. 

Let me do this. I think we should end the 

deposition now. With regard to the clarification 

you think you might need, why don't you give me a 

call. And I can also offer that to -- is it 

Stephanie from AFFIRM? I'm sorry. 

MS. ALEXANDER: Yes. 

MS. CLARK: Let me glve you my phone number 

and you can give me that request for information 

and I'll check with Mr. Romig. 

MS. ALEXANDER: I mean, and I appreciate it. 
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But I just want to note my objection. Really I 

think she could probably clarify it here today in 

one sentence just to explain what she meant 

further. And it may -- if I don't understand it, 

then I'll let it go. But I'd like to get the 

opportunity for her to clarify her response 

further. Because she talks about with the GBRA 

it's going to be 47 percent and she's unclear that 

without --

MS. CLARK: That's not what she said, Patty. 

If you listen to the answer to the question, that 

is not what she said. 

MS. BROWN: But -- but regardless, Patty, 

you'll have the opportunity to ask her to clarify 

at the hearing. 

MS. CHRISTENSEN: Well, I mean, I don't 

want 

MS. BROWN: Please. 

MS. CHRISTENSEN: I really just don't want to 

waste hearing time if I can get a clarification to 

it now. That's all I'm trying to do. Since we've 

got a lot of witnesses and only nine days of 

hearing. 

MS. BROWN: Well, she tried to give you the 

clarification but it didn't clarify things for you. 
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MS. CHRISTENSEN: No, you re-read the answer 

back to me and that's why I said, I -- I mean, if I 

could -- does she have any more detail to that 

question? 

MS. CLARK: Patty, I'll just let the court 

reporter read the question again and I will ask 

Renae to answer it one more time. 

MS. CHRISTENSEN: I appreciate it and then 

I'll let it be. Thank you. 

(Requested portion read by reporter.) 

MS. CLARK: Now Renae is going to respond to 

that. 

THE WTTNESS: FPL does not change base rates 

assuming the request is granted and base rates are 

as we have -- you know, proposed them to be in 

January of 2011, then the percentage -- and 

assuming the fuel factors and other cost factors 

are the same, the percentage shown as 47 percent 

will not change throughout the year of 2011 if -

however, if FPL seeks to include in rates the West 

County 3 unit sometime in 2011, we would -- that 

factor would change. 

MS. CLARK: And that's what we're going to 

provide in a late-filed exhibit, a rough estimate 

of that. 
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1 MS. BROWN: Okay. Well, thank you all very 

2 much. I think staff is through with their 

3 questions and I guess we're done. 

4 MS.~: Just one more thing -- and this 

5 can be off the record, if that's all right with 

6 Susan. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(Deposition concluded.) 

* * * 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001468 

97 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

98 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001469 



1 CERTIFICATE OF REPORTER 

2 

3 STATE OF FLORIDA 

4 COUNTY OF LEON 

5 

6 I, LORI DEZELL, Registered Professional 

7 Reporter, certify that the foregoing proceedings were 

8 taken before me at the time and place therein 

9 designated; that my shorthand notes were thereafter 

10 translated under my supervision; and the foregoing pages 

11 numbered 1 through 96 are a true and correct record of 

12 the aforesaid proceedings. 

13 I further certify that I am not a relative, 

14 employee, attorney or counsel of any of the parties, nor 

15 am I a relative or employee of any of the parties' 

16 attorney or counsel connected with the action, nor am I 

17 financially interested in the action. 

18 DATED this 21st day of August, 2009. 

19 

20 

21 

22 

23 

24 

25 

LORI DEZELL, RPR, CCR 
Notary Public 
2894-A Remington Green Lane 
Tallahassee, Florida 32308 
1-800-934-9090 
850-878-2221 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001470 

99 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

100 

ERRATA SHEET 

I have read the transcript of my deposition, pages 1 
through 97, and hereby subscribe to same, including any 
corrections and/or amendments listed below. 

DATE (RENAE B. DEATON) 

(DOCKET 080677) 

Page/Line Correction or Amendment Reason for Change 

Reporter: Lori Dezell 8/20/09 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001471 



ERRATA SHEET Page 1 of 2 

I have read the transcript of my deposition, pages 1 through 97, 
and hereby subscribe to same, including any corrections and/or' 

amendments listed below.. g~l). !~~ 
3 'l\jj;O~" _Q_-~ 

(DOCKET 080677) 

100 

Page/Line 
7/7 
15/5 
15/5 
31/21 
33/8 
37/7 
37/15 
38/1 
38/12 
38/12 
38/13 
39/5 
39/6 
39/20 
40/7 
40/9 
40/15 
40/23 
41/9 
43/22 
43/22 
44/16 
~i5/25 

57/25 
58/22 
63/24 
66/4 
66/18 
72/22 
72/14 
72/22 

Correction or' Amendment 
Replace employee with employer 
Replace decrease with increases 
Delete unusual 

Reason for Change 
Wrong word 
Wrong word 
Wrong word 

Reporter: 

Replace HSLT with HLFT 
Replace GSD-DT with GSDT 
Replace officially with initially 
Replace interim with iterative 
Replace HSLT with HLFT 
Replace HLT-·1 wi th HLFT-1 
Replace HLT-2 with HLFT-2 
Replace HLT-3 with HLFT-J 
Replace HLST with HLFT 
Replace HLST with HLFT 
Replace HLST with HLFT 
Replace HLST with HLFT 
Replace HLST WITH HLFT 
Replace HLST with HLFT 
Replace HLST with HLFT 
Replace HLST with HLFT 
Replace GSLD with GSL~r 
Replace HSLT with HLFT 
Replace a with 5 

Typo 
Typo 
Wrong word 
Wrong word 
Typo 
Typo 
Typo 
Typo 
Typo 
Typo 
Typo 
Typo 
Typo 
Typo 
Typo 
Typo 
Typo 
Typo 
Wrong word 

Replace and then with ended Wrong word 
Add service between customer revenue Word omitted 
Replace $1,000,043,5'34 with $1,043,534,000 Typo 
Replace sliding with lighting wrong word 
Replace are with in our Wrong word 
Replace consistent with efficiency Wrong word 
Replace HLT with HLFT Typo 
Replace are with of Wrong word 
Replace HLT with HLFT Typo 

Lori Dezell 
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ERRATA SHEET Page 2 of 2 

(DOCKET 080677) 

Page/Line 
85/7 
85/9 
85/9 
85/10 
87/20 
87/21 
87/24 
96/13 

Correction or: Amendment 
Add: Because they reflect our costs. 
Replace adjusted with adjusts 
Add to after base rates' 
Replace fixes to fixed 
Replace Did I to I did 
Replace? with" 
Replace or with of 
Add If in fx'ont of FPL 

Reporter: Lori Dezell 

ACCURATE STENOTYPE REPORTERS I INC" 

Reason for Change 
Sentence omitted 
Typo 
Word omitted 
Typo 
Typo 
Typo 
Wrong word 
Word omitted 
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Line Description 

Source: 

1 Accounts 

2 kW Maximum 

3 kW On-Peak 

4 kWh On-Peak 

5 kWh Off-Peak 

Load 
Typical Bills Factor 

6 70% Load Factor 70% 

7 80% Load Factor 80% 

8 90% Load Factor 90% 

0 
(X) 
0 
m 
-..J 
-..J 

I 
70% Load Factor 

C1l 7 Accounts OJ 
:::l. 

8 kW Maximum ::J 
<0 

m 9 kW On-Peak 
x 
:T 10 kWh On-Peak 
CJ 
~ 11 kWh Off-Peak 
0 12 Total Cost 0 
0 
0 

~ 
-..J 
~ 

Comparison of Base Rate Bills Between 
FPL's Proposed GSLDT-2 and HLFT-3 Rates 

GSLDT-2 HLFT-3 

E-13c 

$221.27 $221 .27 

$2 .20 

$10.45 $9 .77 

$0.02371 $0.02080 

$0 .00954 $0.00743 

kW Maximum On-Peak Off-Peak 
On-Peak kW Total Energy Energy Energy 

10,000 10,000 5,110,000 1,331 ,000 3,779,000 

10,000 10,000 5,840,000 1,521,000 4,319,000 

10,000 10,000 6,570,000 1,712,000 4,858 ,000 

GSLDT-2 Cost 

Rate Units Cost Rate 

$221.27 $221.27 $221.27 

$2.20 

$10.45 10,000 $104,500.00 $9.77 

$0 .02371 1,331,000 $31 ,558.01 $0.02 

$0.00954 3,779,000 536,051.66 $0.01 

$172 ,330.94 

GSLDT-2 

GSLDT-2 VS. HLFT-3 

Cost HLFT-3 Cost Cost 

$172,331 $175,684 -$3.353 

$181,987 $183,648 -$1,661 

$191 ,658 $191,626 $32 

HLFT-3 Cost 

Units Cost 

1 $221.27 

10,000 522,000.00 

10,000 $97 ,700.00 

1,331,000 $27,684.80 

3,779,000 $28 ,077.97 

$175 ,684 .04 



o 
ex:> 
o 
(j) 
-...J 
-...J 

I 
CD 
OJ ..... 

o 
o 
o 
o ..,. 
-...J 
(Jl 

Line No. 

2 

3 
4 

2011 1000 kWh bill estimate 
Eer Exhibit RBD_i1)(2) Estimated with WCEC-3(2) 

Bill ComEonent Amount % of Total Bill Amount % of Total Bill 
(a) (b) (c) (d) (e) 

Base $53 .87 47.2% $55.71 (3) 48.0% 

Fuel $41.96 (4) 36.8% $41.96 (4) 36.2% 

Other Clauses & GRT $18.31 16.0% $18.36 (5) 15.8% 
Total Bill $114.14 $116.03 

(1) RBD-2 updated August 20, 2009 

(2) Increases due to nuclear uprates are included in Other Clauses 
(3) Assumes step base rate increase for WCEC-3 absent GBRA, consistent with FPL's response to 

Staffs Second Set of Interrogatories # 8. See page 2 of 2 of this exhibit for calculation 
(4) Assumes fuel efficiencies of WCEC 3 are levelized throughout the year. 
(5) Reflects increase in GRT due to increase in base bill 

Docket No. 080677 -EI 
Estimate of the Percentage of 
base revenues to total bill for 
1,000 kWh residential bill 
assuming that GBRA is not 
continued in 2011 
Late-Filed Exhibit No.2 
Page 1 of 2 
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Estimate of RS-1 Base Energy Charge 
Line with step increase for WCEC-3 

1 WCEC3 Annual Revenue Requirement Allocated to RS(T) class 
2 
3 Revenues 
4 Estimated adjustments for KO-16 
5 Total Revenues adjusted for KO-16 

6 
7 Estimated Non-Fuel Energy Adjustment for WCEC-3 

8 
9 January 2011 Base bill 

10 June 2011 Base bill adjusted forWCEC-3 

Source of Data reference 
Response to Staffs Second Set of 
Interrogatories NO.8 Attachment 1, Page 2 of 2 

Docket No. 080677-EI 
Estimate of the Percentage of 
base revenues to total bill for 
1,000 kwh residential bill 
assuming that GBRA is not 
continued in 2011 
Late-Filed Exhibit No.2 
Page 2 of 2 

Amount 
99,792 

MFR E13c P 4 Col 8 Ln 11 2,951,849 
(53.87-54.55)/54.55 (1) _~..,...-1:.:..2~5::-:o;,~o 
Ln 3 * (1 + Ln 4) 2,915,052 

Ln 11 Ln 5 

RBO-2 updated 8/20109 
Ln 9 * (1 + Ln 7) 

3.423% 

53.87 
55.71 

(1) Percentage decrease in 2011 base bills shown in RBD-2 as originally filed vs. as updated on Aug. 20, 2009 
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PROCEEDINGS 

Thereupon, 

JOSEPH ENDER 

was called as a witness, having been first duly sworn, 

was examined and testified as follows: 

EXAMINATlOO 

BY MS. WILLIAt-5: 

Q Well, I'll get started. I think we you all 

usually agree that objections, sir, except as to form, 

are observed. So if your attorney objects, please 

answer the question unless she instructs you not to. 

And if at any time you don't understand a 

question or you'd like me to explain it, please don't 

hesitate to ask me and I'll do my best to clarify it for 

you. Okay? 

A Yes, rna' am. 

Q Are you ready to begin? 

A Yes, I am. 

MS. CLARK: Anna, just to be sure, the other 

thing you did want to mention is we will not waive 

the reading and signing of the deposition. 

MS. WILLIAMS: Oka y . 

MS. CLARK: All right. 

BY MS. WILLIAMS: 

Q I'm going to start on your direct testimony on 
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page 21. 

A Just one second. 

Q These first couple of questions I'm going to 

ask you are about cost of service, first about what FPL 

proposed and then some of the intervenors' positions. 

Now, on page 21, lines 12 to 13, you state 

that FPL proposed a 12 CP and 1/13th average demand 

methodology for production plant. Are you aware that 

the Commission approved a 12 CP and 25 percent average 

demand cost allocation methodology for Tampa Electric 

Company in its most recent rate case? 

A Yes, I do. 

Q Are you also aware that Progress Energy in its 

current rate case has requested that the Commission 

approve a 12 CP and a 50 percent average demand 

allocation methodology? 

A I am aware of that as well. 

Q Did FPL consider going to a larger average 

demand allocation? 

A Well, at the time that we filed, the TECO case 

hadn't yet been completed. And so therefore the only 

methodology that was used by the Commission was the 12 

CP and 1/13th. The 12 CP 1/13th also required by the 

MFRs, and we've used it for over 20 years, and it's 

appropriate for FPL and consistent with the manner in 
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which -- FPL's generation expansion. 

Q Okay. Now, next I have some questions about 

the South Florida Hospital and Healthcare Association's 

testimony filed by witness Baron advocating the summer 

coincident peak method. 

A Right. 

Q And you don't need to look there but I'll be 

referring to Baron's testimony on page 19, lines 2 

through 4. 

MS. CLARK: Would you just give us a minute to 

get there so we can have it in front of us, please? 

MS. WILLIAMS: Sure. Just let me know when 

you're there. 

MS. CLARK: All right. We're there. 

BY MS. WILLIAMS: 

Q Okay. And in addition, I'm going to have you 

refer to page 5 of your rebuttal testimony. 

A Okay. 

Q There on lines 1 through 3 you reference 

Mr. Baron's proposal to use the summer coincident peak 

method for allocating production plant. Could you 

please provide an overview of your understanding of the 

summer coincident peak method? 

A Yeah. My understanding of the summer 

coincident peak as proposed is the use of the summer 
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peak, which is one hour as the basis for allocating 

demand, production of demand among rate filings. 

Q And how does that differ from FPL's proposed 

12 CP and 1/13th methodology? 

A In a lot of ways. The 12 CP and 1/13th 1S the 

average of the 12 monthly peaks, and the 12 CP 

methodology, 12 CP and 1/13th methodology, takes 

12-thirteenths of the production cost and allocates them 

based on demand, coincident demand, and the 1/13th, or 

8 percent approximately, based on energy, whereas 

Mr. Baron's proposal allocates no cost based on energy 

and only allocates and cost based on the one-hour peak, 

which for two reasons is not consistent with FPL's 

planning price cost allocation at FPL. And number two, 

it wouldn't allocate cost to all rate classes, which 

wouldn't be appropriate. 

MS. WILLIAMS: Did we just -- did someone just 

join the line? 

MS. CHRISTENSEN: Yeah. Patty Christensen 

with the Office of Public Counsel. 

MS. MERCHANT: Patricia Merchant with the 

Office of Public Counsel. 

MS. WILLIAMS: Are those the only two that 

joined? 

BY MS. WILLIAMS: 
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Q Okay. Sorry, Mr. Ender, I'm going to continue 

now. 

Now, on page -- staying on page 5 of your 

rebuttal testimony, lines 9 through 10, you state that 

the summer coincident peak method is inconsistent with 

FPL's generation planning process. Can you elaborate on 

that statement by giving me a brief overview of FPL's 

generating planning -- generation planning process? And 

also, could you explain why that -- why the summer 

coincident peak method is inconsistent with that 

process? 

A Yes. Can you again recite where in my 

rebuttal testimony I should look at? 

Q Page 5 of your rebuttal testimony, lines 9 

through 10. 

A Okay. Summer coincident peak method is 

inconsistent with FPL's generation planning resources. 

Q Exactly. 

A And you want me to -- would you repeat the 

question again, ma'am? 

Q Can you give me a brief overvlew of FPL's 

generation planning process? 

A Yes. FPL's generation planning process 

consists of reliability criteria that is three-prong. 

And the -- which looks at the summer peak -- I mean, the 
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summer capacity reserve margin, fitting the summer 

capacity reserve margin of 20 percent, winter reserve 

margin of 20 percent, or the ability to meet the daily 

peaks or hourly peaks throughout the year. 

Any of those three could cause the need for 

additional capacity in FPL's system. In addition, FPL 

also considers the number of hours the unit would run 

such that it would select the unit that would produce 

the lowest average price to customers. And so there's 

an energy component as well as the peak demand. Not 

only the summer peak but also the monthly peaks. 

Q Could you explain why the summer coincident 

peak method is inconsistent with FPL's generation 

planning process? 

A Yeah. It's only one component of the whole 

of the whole formula of what drives cost at FPL. 

Q Okay. Can we turn now to page 6 of your 

rebuttal testimony, line 17. Now, here you refer to one 

of the reliability criteria as maintaining an LOLP of .1 

days per year or less. 

A Right. 

Q Could you please explain what LOLP stands for, 

what LOLP is? 

A It's the loss of load probability, and it 

looks at the hourly peaks and tries to make sure that 
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FPL is able to make those hourly peaks, only with 0.1 

days per year or less benchmark. 

Q Okay. Thank you. Now, on page 17 -- oh, no, 

excuse me. On page 7, flip to the next page, lines 19 

through 20, you state that two rate classes would not be 

allocated production plant costs using a summer 

coincident peak allocation? 

A Yes. 

Q Turning to JE -- JAE-7 

A Okay. I'm there. 

Q Is it correct that those two rate classes are 

the OL-1 and SL-1 rate classes? 

A That is correct. And those are the lighting 

classes, the outdoor lights and the streetlights. 

Q Can you explain why under a summer coincident 

peak allocation the OL-1 and SL-1 rate classes do not 

get any production plant allocated? 

A Well, in this particular instance, the summer 

peak happens to occur between 4:00 and 5:00 in the 

afternoon, so the lights are not on. And the 

streetlights and the outdoor lights only contribute to 

the peak when it's a night peak system peak, or what we 

call dark peak. Early mornings, late -- late evenings. 

Q Okay. Thank you. Turning to page 8 of your 

rebuttal, lines 9 through 12, you discuss there that a 
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summer coincident peak methodology increases the revenue 

requirement for the residential class by 23.6 million 

when compared to FPL's filed methodology. Can you 

explain why the summer coincident peak methodology 

increases the revenue requirement for the residential 

class? 

A Yeah. It would allocate more cost on demand 

and less cost on energy -- or no cost on energy. And 

that would result in $23.6 million in additional revenue 

requirements from the residential customer as well as 

11.1 million for the general servlce customer. 

Q Okay. Thank you. Now, my next few questions 

relate to the MDS method proposed by South Florida 

Hospital and Healthcare Association's witness Baron. 

You start discussing the MDS method on page 9 of your 

rebuttal testimony, but I'll be referring to page 11 

first. On page 11, lines 9 to 11, you state that the 

MDS method shifts all benefits obtained from economies 

of scale to the larger customers. 

A Uh-huh. 

Q Could you elaborate on that statement? 

A Yes. I mean, they indicate -- there's a 

number of -- there's a lot of economies when providing 

service to residential customers. One transformer, the 

same size transformer that would be used for a 
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commercial or industrial customer could be used to serve 

10 multiple residential customers. And the reason for 

that is because not all of the maximum demand from each 

of the residential customers occurs at the same time. 

So they have some diversity and that causes 

the economies as well as being able to hook up, you 

know, multiple residential customers on a similarly 

sized transformer as a commercial customer would be. 

Q Okay. Turning to page 15, line 3 through 6, 

can you explain why the MDS method increases the amount 

of distribution plant allocated to residential and small 

commercial customers? 

A Yes. Essentially the MDS method would 

allocate costs that are allocated, properly allocated on 

demand, and would allocate them based on number of 

customers for the so-called minimum distribution system. 

And by doing that, you're basically allocating most of 

those costs to the classes that have the most customers, 

in this case residential and small commercial, or the GS 

class. 

MS. CIARK: Hello? 

MS. WILLIAMS: Hello. 

MS. CIARK: Are you still there? 

MS. WILLIAMS: Yes. Can I have one second? 

MS. CIARK: Yes. 
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(Off the record.) 

BY MS. WILLIAMS: 

Q Okay. I'm sorry. Thank you. I'm back. 

Now, our next -- my next line of questioning 

will be about FIPUG witness Pollock's testimony. 

A Okay. 

Q On page -- and I'll be referring to Pollock's 

testimony on page 46. 

A Forty-six. 

Q Of his direct testimony. 

A Just one minute. 

Q Let me know when you're there. 

MS. KAUFMAN: Hey, Anna. This 1S Vicki. Just 

so you know, I think it's pronounced Pollock 

(pronouncing phonetically) . 

MS. WILLIAMS: Pollock. Okay. 

MS. CLARK: We're ready, Anna. 

BY MS. WILLIAMS: 

Q Okay. NOw, on page 46, lines 3 through 6, he 

states in his direct testimony that the analyses 

demonstrate that the summer peak demands determine 

FP&L's capacity requirements. The other months are 

irrelevant. Do you agree with that statement? 

A No, I disagree with that statement. 

Q Why? 
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A Because, as I mentioned early, what causes FPL 

to incur cost on the production side is two criteria. 

While it's true that summer peak has driven our need for 

additional capacity, the type of unit that we add, which 

influences the total cost of the unit, also looks at how 

many hours a unit will run and the savings that would be 

generated from those units. 

As you know, we're installing a lot of highly 

efficient units, and those cost extra, as opposed to 

anything that just deals with the peak demand needs. 

Q Referring back to your rebuttal testimony on 

page 3, lines 18 through 19, you state that -- that 

witness Pollock suggests that the Commission adopt the 

average and excess A&E demand method? 

A On page 3, you said? Excuse me. 

Q On page 3 of your rebuttal. 

A Okay. 

Q You refer to -- and I think you're referring 

to page 47 of Pollock's testimony. 

A Okay. 

Q Could you please provide an overview of your 

understanding as to how the average and excess method 

allocates production plant cost? 

A Yes. And I believe I do that, and I'll direct 

you over to, if I may, page 22. Mr. Pollock, while he 
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is certainly okay with the 12 CP 1/13th, he offers the 

average and excess method as an alternative for the 

Commission to consider should it decide to use a more 

energy-weighted methodology. 

And as I understand it, he is allocating 

59 percent. His methodology would allocate 59 percent, 

which is the average load factor for FPL on the basis of 

average demand or culled energy. And the remainder 

would be based on the maximum -- the class maximum 

demand. That's how it would be allocated. 

Q Do you believe that using the average and 

excess demand cost allocation methodology is appropriate 

for FPL? 

A No, I do not believe that it is appropriate 

for FPL. 

Q Why not? 

A Well, because the maxlmum the class maximum 

demand is almost never coincident, the peak demand, 

which is really what drives FPL's -- FPL's need for 

additional capacity. So it's inconsistent with the way 

FPL increases cost. 

Q Okay. Can I have you hold on one second while 

I look over my notes? 

A Certainly. 

(Off the record.) 
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BY MS. WILLIAMS: 

Q Mr. Ender 

A Yes. 

Q -- I think I have just one more question. How 

are you defining class maximum demand and how does that 

differ from coincident peak demand? 

A The coincident peak demand, the demand of each 

class, the time of FPL's peak. So it's set to be 

coincident. All the classes' peak are coincident with 

the peak, what classes cause the peak for FPL. 

And then you have the class maximum demand, 

which can occur at any time, and that 1S based on when 

the class experiences the maximum demand in KW. So that 

can happen any time. 

Q Okay. 

A It is not coincident -- class max1mum demand 

is not at the same time as the coincident demand. 

Q Okay. Thank you. 

MS. WILLIAMS: That's all the questions that I 

have for you. Thank you. 

THE WITNESS: You're welcome. 

MS. WILLIAMS: Who would like to go next? 

MS. KAUFMAN: Do you want me to go next? 

MS. WILLIAMS: Sure. 

MR. WISEMAN: That's fine. I can go last. I 
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don't care. However you want to do it. 

MS. KAUFMAN: Okay. I'm sure we're all be on 

here for the duration, but I'll go next. 

EXAMINATlOO 

BY MS. WILLIAMS: 

Q Mr. Ender, I'm Vicki Kaufman and I'm here on 

behalf of the Florida Industrial Power Users Group. And 

as Ms. Williams said, if you can't hear me or understand 

me at any time, let me know. We're doing this long 

distance. Okay? 

A That's fine. Thank you. I can hear you fine. 

Q Okay. Great. I just want to ask you a 

question about your testimony at page 13 of your direct, 

beginning at line 8. The question begins at line 18. 

Let me know when you're there. 

A I am there. 

Q And starting on line 20, you are talking about 

the fact that based on 2008 data that you had, that 9 of 

the 30 rate classes experienced changes in consumption 

pattern, correct? 

A That is correct. 

Q And then on the following page 14 at the top, 

you list those classes. 

A That is correct. 

Q Can you tell me what changes in consumption 
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patterns we're talking about? 

A The changes in consumption patterns were as it 

related to their coincident peak, noncoincident peak and 

the class coincident peak. And what we saw -- and the 

majority of these classes are classes that were impacted 

by the new classes that were implemented back in 2006. 

And so a lot of them didn't have a lot of 

history and there was still continued migration in and 

out of these classes. And we saw that the load factors 

were changing drastically. So as a result of that, we 

decided to include these -- the 2008 data that we had. 

Q Okay. The changes that you just talked about, 

was that the case for all nine classes that you've 

listed? 

A Can you repeat that question again? I didn't 

catch it all. 

Q Yes. The changes in consumption that you 

described, such as the migration between classes and the 

effect of the new rate schedules, were those changes 

common to all nine of the classes that you listed? 

A Yes. I mean, these classes all experienced 

consumption changes, some driven by migration and some 

driven by just changes ln the makeup of their 

consumption usage. 

Q For the GSLDT-2 class and GSLDT-3 class --
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A Yes. 

Q -- did you see that -- a decrease in 

consumption for those classes? 

A I don't have that --

MS. CLARK: Give us a minute, Vicki. 

(Off the record.) 

MS. CLARK: Vicki, would you give us the 

classes that you want us to look at again? 

MS. KAUEMAN: Hold on. GSLDT-2 and 3. And 

also if you're looking, HLFT-3. 

MS. CLARK: HLFT-3? 

MS. KAUEMAN: Right. It's on page 2 -- I mean 

line 2 of page 14. 

MS. CLARK: Yeah. 

THE WITNESS: Okay. In the case of the 

GSLDT-2, the usage went up, and so did for the 

GSLDT-3. In the case of the HLFT-3, it went down. 

BY MS. KAUEMAN: 

Q Now, since you looked at the numbers, can you 

tell me by what magnitude the GSLDT-2 and 3 classes 

went their usage went up? 

A Actually, the way I -- we don't have the 

demanding factors, just we had the load factor impact. 

So it went from, in the case of the -- which one did you 

ask me for? 
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Q GSLDT-2. 

A GSLDT-2 went from, in 2007 from 59.2 down to 

55.6 In 2008. 

Q That's load factor? 

A Yes. 

Q Okay. And what about for GSLDT-3? 

A It went from 70 in the case of the GMCP 

load factor, it went from 78 to 73, and the MCP went 

from 70 down to 63. 

Q And then what about the HLFT? 

A The HLFT-3, the coincident peak load factor 

went from 90 up to 93.1, so that went -- that went down. 

And that was it. 

Q Okay. And those are -- after those classes, 

those are the changes in consumption that your -

patterns that you're talking about at the bottom of 

page 13 of your direct? 

A That's correct. And, you know, we see that 

we're trying to forecast that out to test year and 

beyond. And we want to use the most current information 

on the behavior of the classes, which the load research 

rule apparently requires that to do that. It needs to 

be a sufficient precision to assure reasonableness costs 

are being allocated to customers. 

Q How often do you conduct your load research 
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study? Is it annually? 

A Yes, it is. 

Q Okay. So the most -- most recent one you have 

I guess is for 2008, correct? 

A That is correct. 

Q And you have used the 2008 information to 

project load data for your 2011 test year? 

A We actually -- well, we used 2005 to 2007 and 

then we used 2008 for just these nine classes which, by 

the way, there really are 10. It will be shown on the 

errata, my errata. And 

Q Well, can you stop there and tell us what the 

tenth is, so we don't have to be -

A SST-IT class. 

Q I'm sorry? 

A SST-IT, the standby supplemental. 

Q Got it. 

A And so we included for those ten classes 2008 

data, and that's what was used as the basis to -- to 

forecast the demand by applying the energy, the sales 

forecast against it. 

Q Okay. And my question is, and you used that 

same data to do your forecast for 2011, right? 

A 2010 and 2011, that's correct. 

Q And I'm assuming that you're going to have an 
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updated forecast in 2009 and in 2010, correct, of your 

load data? 

MS. CLARK: I'm sorry. Could you be more 

specific for what purpose? I mean 

MS. KAUEMAN: Well, I think Mr. Ender has told 

us that load research or load data is done 

annually. And I'm just asking him if is that 

going to continue and you're going to do a new load 

study in 2009 and another 1n 2010. 

A No. What I'm saying 1S that we do an annual 

study, yes. 

BY MS. KAUEMAN: 

Q Okay. 

A And what we did for purposes of the rate case 

1S to utilize the information that was available at the 

time. Not only was the economic conditions the driver, 

usually we just use the last three years of history, 

okay, as the basis for the rate case. 

But in this case, due to the economic downturn 

and due to the fact that we had, you know, seven new 

rate classes that were added, you know, we wanted to 

look at 2008 to see, you know, how it -- how those 

conditions impacted the consumption of the class. 

Q I understand, Mr. Ender. But you're going to 

engage in that same exercise in 2009, right? 
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MS. CLARK: Are you asking is he gOlng to 

perform the cost of service every year like he's 

done in the past? 

MS. KAUEMAN: I'm asking him, Susan, if in 

2009 in compliance with the rule he's going to 

update or provide additional load study 

information. 

A We do the analysis every year based on 

history. Okay? We do not engage in a forecast. 

BY MS. WILLIAMS: 

Q Okay. Understood. But, for example, in 2010, 

you will have historical information from 2009, correct? 

A Yes. 

Q And similarly, ln 2011 you will have your 

historical information for 2010 as you had in '09, 

correct? 

A That is correct. 

MS. KAUEMAN: Hold on a minute here while I 

shuffle papers. 

BY MS. KAUEMAN: 

Q I just want to clarify one thing that -- that 

Ms. Williams asked you about, and that is you understand 

Mr. Pollock -- well, let me ask you this. Do you 

understand that Mr. Pollock is recommending the average 

and excess method only if the Commission does not adopt 
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the 12 CP 1/13th? 

A Yes. I am very much aware of that. 

Q I just wanted that to be clear. 

If you would take a look at your rebuttal 

testimony, page 5. 

A Uh-huh. It's our turn to shuffle papers. 

Page 5. I'm there. 

Q Okay. Starting at line 4 when you are talking 

about your summer reserve margin criteria of 

20 percent 

A Correct. 

Q -- and you agree, right, that Florida Power & 

Light is a summer peaking utility? 

A Right now it is, yes. 

Q And on line 6 you're discussing the 25 percent 

reserve margin and F scale used. And I think I asked 

you or your counsel if you could bring Rule 25-6035 with 

you. Do you have that? 

MS. CLARK: Vicki, just to clarify, you said 

25 percent reserve margin. You mean 20, don't you? 

MS. KAUFMAN: 20, uh-huh. 

MS. CLARK: Go ahead. 

A Yes, and I have that. 

BY MS. KAUFMAN: 

Q Are you familiar with that rule? 
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A No. This is the first time that I've seen it. 

Q So you didn't know that the Commission had a 

reserve margin rule? 

A No, no, no. I'm aware of the reserve marg1n 

rule but this 1S the first time that I've seen this 

particular rule, because I don't deal in --

Q I'm sorry. Are you done? 

A Yes. 

Q Okay. Well, I understand that you're not a 

lawyer. I'm not asking you for a legal interpretation. 

Take a look at subsection 1 of this rule. And about 

midway down, would you agree with me that the rule says 

that the peninsular utilities are required to maintain a 

50 percent reserve margin? 

A Yeah, and I believe it says a minimum. 

Q Right. And Florida Power & Light is using the 

20 percent. Is that based on the 1999, I guess you 

would say, investigation that the Commission did into 

reserve margin? 

A I do not know that. 

Q What do you base the 20 percent reserve marg1n 

on? 

A On our planners. 

Q Meaning that your planners told you that 

that's what they used? 
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A It's my understanding that that's what they 

used, that's correct. 

Q And you don't know the basis for the use of 20 

versus 15? 

A No, I would not. I do not. 

Q Is there a witness in this case that adjusted 

that, if you know? 

A I don't know. 

Q Would you agree with me that if Florida Power 

& Light used the 15 percent reserve margin, that their 

need for capacity would be less than what you've 

projected? 

A I don't know that. 

Q Isn't that intuitively incorrect? 

A Well, it's really outside of the scope of my 

testimony. 

Q Okay. I'll have to figure out who would 

discuss that. 

Now, you talked some with Ms. Williams about 

the 12 CP and 1/13th methodology and how that fits in 

with your generation planning, correct? 

A That's correct. 

Q And if you turn to page 4 of your testimony --

A My direct or my rebuttal? 

Q Your rebuttal, please. Are you there? 
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A Yes. 

Q You give potentially three reasons there that 

that methodology best suits FPL, correct? 

A Correct. 

Q And the first one lS that it recognizes that 

the type of generation unit selected is influenced by 

energy and peak demand, correct? 

A Yes. 

Q Can you contrast that with what -- how the, 

say, 12 CP and 25 AD methodologies would deal with that 

in FPL's case? 

A Could you be a little bit more specific --

Q I'll try. 

A -- what you mean? 

Q Yeah. I think Ms. Williams asked you some 

questions about some alternate cost of service 

methodologies, like the 12 CP and 25 AD and the 12 CP 

and 50 AD, correct? 

MS. CLARK: Would you repeat that, Vicki? 

BY MS. KAUFMAN: 

Q I think that Ms. Williams asked you some 

questions about some other cost of service 

methodologies, correct? 

A Yes, she did. 

Q And I think you said that you were aware or 
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familiar with the 12 CP and 25 percent AD methodology? 

A Yeah. But she was asking me if I was aware 

that Tampa had -- was using a 12 CP and 25 AD, and I 

believe she asked me then if I was aware that Progress 

had proposed a 12 CP 50 percent AD. And my answer to 

her was yes. 

Q Okay. And are you familiar with those 

methodologies? 

A I am familiar, yes. 

Q Okay. And so my question is, looking at 

page 4, beginning at line 16 where you talk about the 12 

CP and 1/13th and you give the reason, maybe it would be 

easier to go through those and talk about those 

individually. Can you explain how the first reason that 

you've given there 1S -- is a component of the 12 CP and 

1/13th methodology? 

A Well, the 12 CP and 1/13th, the 1/13th 

component is an energy component. So it recognizes the 

energy, energy piece that is included in our planning. 

Q And that's consistent with the way FPL does 

its planning? 

A That 1S correct. 

Q And the second reason you list on page 4 is 

that this methodology reflects the influence of the 

summer reserve margin. And can you explain how the 12 
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CP and 1/13th methodology does that? 

A As it relates to the summer reserve margin? 

Q Yes, Slr. 

A No. In that case it wouldn't be substantiated 

to that. 

Q Well, don't you say that the 12 CP and 1/13th 

accurately reflects your generation plan because, and 

then the second reason you give is it reflects the 

influence of the summer reserve margin? 

A Yes. And the third reason 

Q How does it do that? 

A -- that it recognizes the capacity and must be 

available throughout the year to meet FPL's winter 

reserve margin as well as the annual loss of load 

probability, which means it has to be available every 

month of the year, and that's where the 12 CP connection 

comes in. 

Q Okay. Now, when you talk about winter reserve 

margins, what do you mean by that? 

A Well, as I understand it, there's a 

three-prong reliability criteria, the summer reserve 

margin, the winter reserve margin and the loss of load 

probability, all of which or any of which have the same 

chance of causing the need for additional capacity. 

Q Can you tell me what month you include in 
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your -- when you're doing your winter reserve margin 

calculation? What months are considered to be winter 

months In Florida? 

A I believe before April. I guess it's November 

to April. 

MS. CLARK: Let us see if we can find that 

out. Hang on. 

(Off the record.) 

A November through April. 

BY MS. KAUEMAN: 

Q Okay. And would I be correct that your winter 

reserve margin is lower than your summer reserve margin? 

A My recollection, that is the case. 

Q I'm sorry. Say that again. 

MS. CLARK: Vicki, let me object to the 

question. Could you be clear on what time period 

you're asking for? 

BY MS. KAUEMAN: 

Q Okay. In 2010, is your winter reserve margin 

higher or lower than your summer reserve margin? 

A It is lower. 

Q And is it the same for 2011? 

A I believe it is. 

MS. CLARK: Just a minute, let us -- can we 

check that? Do you have something? Let us just 
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check that, Vicki. 

MS. KAUFMAN: Oka y . 

A Yes, that 1S correct. 

BY MS. KAUFMAN: 

Q And has that historically been the case? 

A My recollection -- I believe it has but I'm 

not sure. 

Q Mr. Ender, just assume with me for purposes of 

this question that FPL installed, say, 20,000 KW of 

generation to help meet its summer peak. Are you with 

me? 

A Yes, I am. 

Q Okay. Would you agree that this generation 1S 

also available throughout the year? Of course except 

when the unit is out for you know, except when the 

unit has a forced outage or a maintenance outage. 

A I believe it would be. 

Q Do you know when FPL experiences its lowest 

LOLP, loss of low probability? 

A I do not. 

Q Take a look at page 12 of your rebuttal, 

Mr. Ender. It's in the midst of your discussion of 

Mr. Baron's testimony. 

A Okay. 

Q If you start at the top of page 12, you're 
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talking about the lssue with the minimum distribution 

system method and you're talking about the fact that 

it -- there's a double counting issue there; is that 

correct? 

A Uh-huh. 

Q I'm sorry? 

A Yes. 

Q Okay. Is there a similar double counting 

issue with the 12 CP and 25 AD method? 

MS. CLARK: I'm going to object to the form of 

the question. You need to be more explicit. 

BY MS. WILLIAMS: 

Q Can you answer that, Mr. Ender? 

A I read -- I really don't have an opinion on 

that. 

Q Well, you don't have an opinion or you don't 

know whether there is a double counting issue there? 

A I don't know if there's a double counting when 

it comes to the 12 CP and the average demand. 

Q Well, when you calculate average demand, isn't 

it right that you -- you take the year-round energy 

consumption and you divide it by 8 -- what, is it 8,760 

hours, the number of hours in a year? 

A That's correct. 

Q And take the average demand. And isn't 
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coincident peak a component of that demand? 

A Yeah. 

Q So if both of those were counted in the 12 CP 

and 25 AD, wouldn't that be double counting? 

A You know, there's probably some component. I 

don't know whether it's double counting, whether there's 

fractional counting. There is a component, but that's 

all I know. 

Q Okay. A component that is counted more than 

once? We won't try to figure out the double if that 

throws you. But there is a component in that 

methodology that was counted more than once, correct? 

A I don't know that. 

Q Well, I thought prior to that you said that 

you agreed there was but you didn't know the magnitude 

of it. 

A That's correct. 

Q I want to go back a second to the question I 

asked you about loss of load probability and I asked 

when FPL has experienced this loss of load probability 

and I think you said you didn't know; is that right? 

A That is correct. 

Q Can you provide that information to me ln a 

late-filed exhibit? 

MS. CLARK: Hang on a minute, Vicki. 
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Vicki, Joe doesn't do the planning and that lS 

not part of his testimony. So in terms of 

providing it as a late-filed exhibit to his 

deposition, I don't think that's appropriate. 

MS. KAUFMAN: I was just waiting for you to 

finish. Well, I don't think it's very difficult 

information to gather. I imagine Mr. Ender is in 

contact with the planners and so --

MS. CLARK: But you know we're at the end of 

discovery. 

MS. KAUFMAN: I would ask that he make an 

effort to provide that. And I'd like to go ahead 

and identify it as a late-filed exhibit. So 

let's -- I guess it's No.1. I don't think 

Ms. Williams had any. 

MS. CLARK: I think you're right. And that 

would be Exhibit 1. And we would note that we 

would object to providing that. 

Can you give me the title? 

MS. WILLIAMS: FPL' slowest LLP. 

MS. CLARK: What period? 

MS. KAUFMAN: Let's do it for 2008, '09, '10 

and '11. 

MS. CLARK: Okay. I have the title. 

(Late-Filed Exhibit No. 1 was marked for 
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identification.) 

BY MS. KAUEMAN: 

Q Okay. Let's take a look at page 22 of your 

rebuttal, Mr. Ender. 

A I'm there. 

Q And again, you have some codes of the average 

methodology. Have you reviewed the NARUC electric cost 

allocation manual, or are you familiar with it? 

A I am familiar with it. 

Q And that -- is that manual sort of the guide 

for cost allocation, if you will? Is that a resource 

that you turn to? 

MS. CLARK: Hang on a minute, Vicki. We're 

seeing if we actually have a copy of that with us. 

BY MS. KAUEMAN: 

Q I'm not intending to ask him specific 

questions out of the manual. 

A You need to ask me specific questions out of 

the manual? 

Q No, I am not. So I don't think that you'll 

need a copy of it. 

MS. CLARK: We'd just like to have it ln front 

of us. 

MS. KAUEMAN: All right. Let me know when 

you're ready. 
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THE WITNESS: Oka y . 

BY MS. KAUFMAN: 

Q Yes? 

A Yes, I've got it. 

Q Okay. Does that manual describe the average 

and excess method that we've been talking about? 

does. 

A I did not look into that degree of depth. 

Q You don't know whether or not it does? 

A I'm -- I'm sure it does. Let's assume that it 

MS. CLARK: Hang on a minute. Let us just 

find that. Go ahead, Vicki. 

BY MS. KAUFMAN: 

Q Find it? 

A Yes, we found it. 

Q Okay. Great. So we've just confirmed that 

it's in there and described by that manual, correct? 

A That's correct. 

Q Do you know of any utilities, electric 

utilities, that use the A&E method? 

A No, I don't. 

Q You you are -- you just don't know whether 

or not there are any; 1S that correct? 

A That's correct. 

Q Look at page 23 of your rebuttal, line 7, and 
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let me know when you're there. I'm sorry. 

A I'm there. 

Q Okay. And you're talking about the excess 

demand component of the A&E formulas, correct? 

A That's correct. 

Q What you have called -- and you have "excess" 

in quotation marks. What you call excess demand, is 

that the same thing as group noncoincident peak? 

A I understand the formula. The excess demand 

is allocated based on the group noncoincident peak. 

Q So it's -- I mean, those are two ways of 

saying the same thing? I'm just trying to understand 

what you're talking about when you say excess. 

MS. CLARK: Would you repeat your question one 

more time, Vicki? 

BY MS. KA.tJnmN: 

Q I asked Mr. Ender if, as he uses it on line 7, 

excess demand is the same as group noncoincident peak. 

A Well, the excess demand that I am referring to 

on line 7 is pertaining to the A&E, the E component of 

the A&E method that -- allocation methodology that 

Mr. Pollock proposes. And that would be allocated based 

on maximum, class maximum peak, or GNCP, as we call it. 

Q Right. And that's grouped noncoincident peak? 

A That's correct. 
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Q Okay. And I think you say there on line 8 

that that method results in 41 percent of production and 

transmission being allocated on a CMPC basis, right? 

A That is correct. 

Q Have you reviewed Mr. Hardy's testimony in 

this case? 

MS. CIAIU<: Whose testimony? 

BY MS. KAUEMAN: 

Q Is it Mr. Hardy that talks about the cycling 

of plants, FPL plants? 

A No, I haven't. 

Q Would you be surprised if he testified that 

FPL's site visit planned extensively because of load 

variability? 

A Before I would say that if I was surprised or 

not, I would like to look at the testimony. 

Q So you don't know about that one way or the 

other? 

A No. 

Q If that were the case, that there was 

extensive cycling due to load variability, if you would 

just assume that, do you know what classes would 

primarily cause the units to have to cycle? 

A No. 

MS. KAUFMAN: Hang on one second, Mr. Ender. 
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(Off the record.) 

MS. KAUFMAN: I think I am done. Thank you, 

slr. 

THE WTTNESS: Thank you all. 

MR. WTSEMAN: This is Ken Wiseman. I 

wonder -- we've been going for an hour. I'm happy 

to start my questions now. I wonder if the witness 

wants to take a couple of minutes. 

I will say this in advance that, Vicki, 

your you eliminated many, many questions I have. 

So I'll be shorter than I had anticipated. 

MS. CLARK: Ken, I think that's a good idea. 

Let's we have been going for an hour. I 

don't what do we do, hang up and call back In 

or 

MR. WTSEMAN: I would assume that we just stay 

on the line and 

MS. CLARK: Okay. So when do you want to 

reconvene? 

MR. WTSEMAN: I'm fine to go. I'm just 

thinking the witness -- whatever the witness wants 

to do. Five minutes? 

MS. CLARK: Let's come back at what I would 

say is 10 after 2:00. 

MR. WTSEMAN: Okay. 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001515 

39 



(Break taken.) 

MS. WILLIAMS: This is Anna. I'm back. 

MS. CLARK: And this is Susan. I guess we're 

ready. 

MS. WILLIAMS: Oka y . 

EXAMINATlOO 

BY MR. WISEMAN: 

Q Back on the record, please. 

Mr. Ender, this is Ken Wiseman for the South 

Florida Hospital and Healthcare Association. Can you 

hear me, I hope? 

A Yes, I can. 

Q First I want to go back to a couple of topics 

that you were discussing with Ms. Kaufman just a little 

bit ago. First of all, you agreed with her that FPL is 

a summer peaking system but in your answer you said for 

now. And I'm wondering what you meant by the phrase 

"for now." 

A Well, that's -- it's just what it means. I 

mean, we don't know what tomorrow will bring, whether 

we'll become a winter peak. 

Q Historically has FPL been a summer peak 

season 

A 

Q 

summer peaking system? 

To my knowledge, yes. 

And do you foresee, are you projecting out 
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that that may change in the future? 

A I don't know that. 

Q All right. Now, also when you were talking 

with Ms. Kaufman, you referred to the summer reserve 

margin of 20 percent. Do you recall that? 

A That is correct. 

Q And I believe that you testified that the 

winter reserve margin is something lower than 

20 percent? 

A I don't believe I said that. I believe we 

used 20 percent for both winter and summer. 

Q All right. Now, can you refer to I had 

sent an email yesterday asking your counsel to bring 

certain documents with you. Do you have MFR E-ll? 

A Yes, I do. Just give me one second to go 

there. 

Q Sure. 

A I have that. 

Q All right. Can you turn to page 1 of 

attachment 2 of 5 of that MFR? 

A Page 1. Okay. 

Q All right. Now, if I understand the data 

that's set forth, this shows the coincident peak data 

for each month in the year 2005, correct? 

A That is correct. 
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Q Would you describe the coincident peaks that 

were experienced in 2005 as representative of what 

typically occurs on the FPL system on an annual basis? 

A I can't say that. 

Q All right. Well, then let's go through it 

month by month. If you look at January, February, 

March, and April, as well as In November and December, 

you would agree that the coincident peaks experienced 

during those months are lower than the coincident peaks 

experienced during May, June, July, August, and 

September -- September and October, correct? 

A Well, April is lower, but we have January that 

lS higher than -- I guess higher than April, yes. 

Q Well, maybe I misspoke. But you described I 

believe the winter reserve margin as November -- I'm 

sorry, the winter period as November through April 

earlier, correct? 

A Well, I'm sorry if I did say that. I have to 

retract on that. It's November through March is the 

winter. 

Q All right. So the summer period then is 

considered to be April through --

A October . 

Q October . Very good . All right. 

So typically then, you would expect that the 
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coincident peaks in the months November through March 

would be lower than the coincident peaks experienced 

during the months of April through October, correct? 

A Well, there are instances where, you know, one 

or two months in the winter would be higher or as high 

as some of the summer months. 

Q In the period 2005 through the present, do you 

recall that that's ever occurred? 

A No, I don't recall. I don't have the 

information. I guess we could go through it here. 

Q We don't -- if that occurred, that would be 

reflected in the -- these attachments, the MFR E-ll; is 

that correct? 

A That is correct. 

Q All right. Let's turn to page 2 of 25 ln 

Attachment 2 to MFR-ll. 

A Okay. 

Q Do you have that? Now, this shows load 

research data for the CILC l-D rate schedule; is that 

correct? 

A Yes. 

Q I just want to ask you some -- really some 

questions for clarification of some of the data that are 

here. Do you see that there's a second column over, and 

then you go down that column, there are different 
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entries for the different types of data that are 

reflected in each line that follows the description, 

correct? 

A Right. 

Q About one, two, three, four I think it's 

the fifth entry down, the letter N as in Nancy. Do you 

see that? 

A Yes. 

Q Can you tell me what that letter constitutes? 

What it means and what those data are that are in that 

row? 

A The number of customers that the Lodestar 

system calculates. Lodestar is what we use for our load 

research. 

Q So in other words, under the CILC-ID rate 

schedule in the month of January, 2005, there were 362 

customers; is that correct? 

A The Lodestar system had, yes. 

Q Okay. Now, as we go down, there's a couple of 

entries, kilowatt hour on-peak and kilowatt hour 

off-peak. Do you see that? 

A That is -- I see it, yeah. 

Q Can you define for me what the data are that 

are in those two rows? 

A In terms of the hours? 
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Q Is that the total hours? Are those -- I'm 

trying to find out, are those hours or are those sales? 

What are they? 

A Those are kilowatt hours for the on-peak 

period versus the kilowatt hours for the off-peak 

period. 

Q During the entirety of the month? 

A Yes. 

Q All right. And then the last question, just 

for clarification on this page, if you go down toward 

the bottom of the page, not quite all the way to the 

bottom, but you see entries for noncoincident peak RP, 

coincident peak RP, group coincident peak RP. Do you 

see those entries? 

A Yes, I do. 

Q Can you tell me, there are, it looks like, SlX 

or seven rows of data there. What percentages -- just 

as a generic -- on a generic basis, can you tell me what 

those data represent? 

MS. CLARK: You know, Ken, I just want to be 

sure that I know where you're looking. Do you have 

MCP, then RP, and then MCP RP, and then on ONPK and 

NPPR off PK; is that what you're talking about? 

MR. WISEMAN: Yes. I would be starting at the 

line that says NCPRP and then goes through CPRP. 
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MS. CLARK: Okay. 

A Yes, those are the statistical preclslon 

levels for -- relative position for each month, for each 

one of those components. 

BY MR. WISEMAN: 

Q I'm sorry, I missed that. The statistical 

what? 

A Precision. Precision. Relative precision lS 

what the RP stands for. 

Q So that's a statistical measure to validate 

your results? 

A That lS correct. 

Q All right. Very good. 

Now, do you see immediately above the rows 

that we've been talking about, there are a number of 

rows that have data followed by LF, which I assume 

stands for load factor? 

A Yes. 

Q Okay. And again for clarity, I'm referring to 

the rows NCPLF through CPLF. Would you describe the 

data that are in those entries? 

A Yeah. Those are the load factors for -- the 

NCP would be the 9-point center peak load factors, and 

if you skip to the GCPCF, that would be the coincident 

factor. 
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Q All right. Can you tell me, how does the load 

factors that are listed here for the CILC1-D rate 

schedule during the coincident peak group, coincident 

peak and noncoincident peak, how do they compare with 

the load factors that you would expect to see for, as an 

example, the residential rate class? 

A I haven't done that cornparlson. 

MS. CLARK: Do you want to check? 

THE WITNESS: Yes. 

MS. CLARK: Ken, he wants to check. 

MR. WI~: Sure. 

BY MR. WI~: 

Q For ease of reference, you might want to go to 

page 19 of 25 in the same exhibit, same attachment. 

A Thank you. They are higher. 

Q Now, the load factors are higher. Are they 

also more stable in the sense that they're not large 

swings from -- from one month to the next as compared to 

the residential class? 

MS. CLARK: Do you want to glve a parameter on 

large swing? 

MR. WI~: 10 percent or more. 

MS. CLARK: r think he wants to look at 

specifics so it will be a little bit 

MR. WI~: Sure, that's fine. 
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MS. CLARK: Can you repeat the question? 

MR. WISEMAN: Could you read it back? I'm not 

sure I remember it at this point. Can the court 

reporter read it back, please. 

(Requested portion read by reporter.) 

MS. CLARK: Ken, then I asked you to give a 

parameter. 

MR. WISEMAN: And the parameter was 10 percent 

or more. 

THE WITNESS: It appears that it's certainly 

more stable. 

BY MR. WISEMAN: 

Q Are the costs that FPL incurs in order to 

serve customers whose loads during coincident peak swing 

by 10 percent or more? 

MS. CLARK: Would you repeat that question? 

We're not sure we understand it. 

BY MR. WISEMAN: 

Q Does FPL incur certain costs to provide 

service to ratepayers whose usage during coincident 

peaks swing by 10 percent or more that are costs that 

are not necessary to serve rate schedules whose 

coincident peaks do not swing to that extent? 

A I can't answer that question. 

Q Who -- who would be the right witness to ask 
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that question to? 

A I don't know. 

Q Can you tell me on this -- let's now look at 

page 19 of 25. This is -- in attachment 2, this lS the 

schedule that shows the data for the residential class, 

correct? 

A Yes. 

Q Now, gOlng back down towards the bottom of the 

page again, we see those entries and the columns NCPRP 

through CPRP. Do you see those entries? 

A Yes. 

Q Now, would you agree that looking at these 

entries in -- on page 19 with respect to the residential 

class, that the percentages range from, it looks like, 

around 3 percent up to maybe a height of approximately 

8 percent. Do you agree with that? 

A Yes. 

Q And going back to page 2, which referred to 

the CILC-1D class, the percentages there look like 

they're generally in the .5 percent range, correct? 

A That is correct. 

Q All right. What going back to page 19, can 

you tell me what it means to you concerning the 

statistical measure of the data that had been applied 

here on page 19 for the residential class as compared to 
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the statistical measure for the CILC-1D class? 

MS. CLARK: Ken, I would ask you to repeat 

that or break it down. That sounds a little bit 

vague to me. I'm not exactly sure what you're 

asking. 

BY MR. WISEMAN: 

Q All right. You would agree that the 

percentages that are shown on page 19 are higher than 

the percentages that were shown on page 2; is that 

correct? 

A Yes. 

Q And the fact that there are higher percentages 

In your study with respect to residential class, I want 

to know what that signifies to you in terms of the 

accuracy of your data here for the residential class. 

A Yes, Ken. The percentages are higher. That's 

because the residential class is a sample class whereas 

the CILC is 100 percent metered as we call it. Those 

percentages are all within the 10 percent threshold that 

the load research rule, the PSC load research rule 

requires. 

Q All right. Let's go forward to a different 

topic. Do you have with you the response to SFHHA 

Interrogatory No. 142? 

A Yes, I do. 
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Q Now, Mr. Ender, you were responsible for 

providing the response to this interrogatory request; is 

that correct? 

A Yes, that's correct. 

Q Okay. Please turn to page 2 of the request. 

Actually it's page 2 of the document, which is page 1 of 

an attachment. Do you have that? 

A Yes, I do. 

Q Okay. Now, there are various percentages set 

forth on this page. Can you tell me what those 

percentages represent? 

A Those are the load factors. 

Q So these would be load factors on a monthly 

basis? 

A That's correct, for each one. 

Q Is this the -- let's just use HLFT-3 as an 

example. DO you see that? It's sort of toward the 

middle of the page. 

A Yes. 

Q All right. For coincident peak, or CP, I'm 

looking in the month of January, there's a figure of 

92.92 percent. Do you see that? 

A Yes, I do. 

Q Now, was that the load factor on the date that 

the coincident peak was achieved in January? 
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A This lS based on -- I believe this is two 

years of data, because the HLS-3 came in in 2006 and I'm 

not so that would be two years of data. 

Q What I'm trying to find out is --

A Can I verify that, Ken? 

Q I'm sorry? 

A Can I have a minute to verify that, please? 

Q Oh, sure. 

A Again, that would reflect two years of data, 

as I had indicated. 

Q All right. And is that data for a specific 

hour or is it data for a month? 

A Well, that would be based on the coincident 

peak hour and it would be the load factor taking the 

total demand, total average consumption divided by 8760 

and dividing that by the coincident peak. 

Q Very good. All right. We can -- let's now 

refer to your direct testimony, if we could, page 12. 

At lines 14, starting at line 14, you say, "In 

developing these ratios, adjustments were made to 

account for historical load control events and to 

address the effects of customer migration between rate 

classes." Do you see that? 

A Could you bear with me one second? I've got 

books everywhere here. What page are we referring to? 
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Q Page 12, line -- starting -- the sentence that 

begins at line 14. 

A Okay. "Developing these ratios, adjustments 

were made to account for historical load control events 

and to address the effects of customer migration between 

rate classes." Yes. 

Q Okay. Can you tell me what adjustments were 

made to account -- well, first of all, what do you mean 

by the term "historical load control events"? 

A Well, the historical load control events is 

when we actually interrupt customers. And we had, let's 

see -- we had two events, one in 2000 and -- well, 

actually three events, 2005, 2006, and 2007. And those 

primarily affected the RS, the residential and GS 

classes. 

Q All right. And then can you tell me what 

adjustments you made to account for the text on customer 

migration? 

A Yes. Well, for example, let me just -

MS. CLARK: He's going to take a minute to 

look at some information. 

MR. WISEMAN: Okay. 

A Ken, the type of adjustments that we made 

were, for example, in the case of the GSD class where we 

had the implementation of the new HLFT-1 class. And 
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customers are migrating out of the GSLD class to the 

HLSD-2. I'm sorry, GSLD-l TO HLSD-2. And because of 

the migration -- and we excluded 2005 data because that 

would be nonrepresentative because it's before the 

implementation of the class. And the same was true for 

the GSLD-2, which of course that were for -- the new 

HLSD class. 

BY MR. WISEMAN: 

Q All right. Now, can you refer to FPL's 

response to SFHHA's POD No.7? 

MS. CLARK: Ken, is that one of the ones you 

asked us to have? 

MR. WISEMAN: Yes. 

A It is? I didn't see that, Ken. Say that 

again, the 7th. 

BY MR. WISEMAN: 

Q POD No.7. It was in the first request for 

production of documents. It was attached to -- if you 

have my email from yesterday, it was attached 

A Oh, okay. Yeah, yeah, yeah. There you go. 

Q Okay. Do you have that? 

A That's correct. 

Q All right. Now, were you responsible for 

providing the answer to this POD? 

A Yes. 
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Q So am I to understand then that this is an 

accurate answer, that there were no documents responsive 

to this request for production of documents? 

A Well, you asked for an analysis, a customer 

migration analysis. We haven't done a customer 

migration analysis. We know from the fact that 

customers from the GSD class and the GSLD classes were 

migrating to the new HLFT classes, and that is why we 

eliminated -- and the consumption patterns reflected 

that, the load factors reflected that. 

Q But you didn't do an analysis to determine the 

revenue impact? 

A No, not at all. 

Q Okay. Let's refer now if you could to the 

next document that I provided in the email. It was 

FPL's response -- it was a document that was produced in 

response to SFHHA POD request No. 30. Do you have that? 

A Can you describe the top page of it, please? 

Q Yes. And the top page is really the only one 

I want to ask you questions about. It's a bar graph. 

A Yes. 

Q NOW, were you responsible for producing the 

documents responsive to this -- to that request? 

A No, I was not. 

Q So you would not be the appropriate witness to 
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ask questions of about this doclllTlent? 

A That is correct. 

Q Are you familiar with this doclllTlent? 

A No. 

Q Okay. All right. Let's refer to your 

rebuttal testimony, if we can. I'd refer you to page 5. 

All right. Now -- do you have that? 

A Yes, I do. 

Q On your testimony starting on line 16, there's 

a question there that -- and the answer runs over onto 

the following page. If I understand that testimony, 

while you disagree with Mr. Baron in other respects, you 

are in agreement with him that the need for additional 

resources on FPL system is driven by the summer reserve 

margin criteria; is that right? 

A Yes. I said, "While FPL's projected mean for 

additional resources is currently driven by the summer 

reserve margin criterion, Mr. Baron's characterization 

fails to consider other key factors of FPL's generation 

plan that drive capital expenditures on FPL's system." 

Q Right. So -- and I understand that you have a 

disagreement with him in other respects. I'm just 

trying to focus on one area where I think you are in 

agreement. And I just want to confirm that, that you 

would agree with Mr. Baron that the need for additional 
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resources on FPL's system is driven by the summer 

reserve margln criteria, correct? 

A That is only one of the factors that drives 

capital expenditures at FPL. 

Q Is it -- is it a factor that drives the need 

for additional resources on FPL's system? 

A It is one of three factors. 

Q Well, if I understood your testimony, I 

thought what you were saying was that while it drove the 

need for additional capacity on the system, it did not 

necessarily drive the determination of the type of 

generation capacity that would be added. Did I is my 

understanding of your position correct in that respect? 

A If you could repeat that again just to make 

sure that I'm clearly understanding what you're saying. 

Q Yes. As I understood your testimony, I 

thought your position was that the summer reserve margin 

criterion drove the need for additional generating 

capacity on the FPL system but there were other factors 

that drove the decision on the type of generating 

capacity that would be added to the system. 

A And therefore the cost that would be incurred 

for those generating capacities. 

Q With your addition, you are in agreement with 

my statement, correct? 
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MS. CLARK: Ken, just a minute. We'll corne 

back on the record in a minute. 

MR. WISEMAN: All right. 

(Off the record.) 

A Okay, Ken. It 1S one of the factors, one of 

the reliability factors. There's two other reliability 

factors that FPL uses in determining the need for 

additional capacity. And those are the winter reserve 

margins and the loss of load probability criteria. 

In addition to that, there's also the number 

of hours the unit is expected to run in determining what 

is the proper generating unit for that and therefore the 

cost. 

Q All right. Let's try this this way. Refer to 

page 6 of your rebuttal testimony at lines 8 through 11. 

You say there, "If megawatt capacity were the only 

consideration in the generation plan as suggested by 

Mr. Baron, the company's resources would consist solely 

of gas turbine peaking units. This is clearly not the 

case, nor should it be." 

First of all, I read that correctly, right? 

A Yes, you did. 

Q Okay. Now, are you suggesting that FPL's 

installation of combined cycle units as opposed to 

peaking units is driven principally by FPL's desire to 
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produce fuel savings for its customers? 

A I believe that what I indicate ln my 

testimony, which is a direct quote from the resource 

assessment and planning witness, is the type of 

resources that should be added is primarily based on 

examination of the resources that result in the lowest 

average electric rates for FPL's customers. 

Q All right. And my question -- well, let me 

ask it this way. Do you have any independent knowledge 

of what type of generating capacity should be added to 

the system other than your quote from Dr. Sim that's 

referenced on page 6 of your testimony? 

A No, I do not. 

Q All right. So if I were to ask you questions 

then concerning whether FPL would add combined cycled 

units solely to serve the needs of commercial class 

customers, do I understand that you would not be -- you 

would not have information available to you to answer 

that question? 

A No. That would not be within the scope of my 

testimony. 

Q Is that within the scope of your job 

responsibilities? 

A No, it is not. 

Q So then it's not -- this will be a 
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negative-negative. But you're not testifying then that 

FPL's installing combined cycle generating plants 

primarily due to the needs to serve commercial class 

customers? 

MS. CLARK: You know, I find that difficult to 

understand. Can you 

MR. WTS~: It was difficult to understand. 

I agree. 

BY MR. WTSEMAN: 

Q Let me ask it in a different fashion. Is it 

your testimony that FPL's installing combined cycling 

generating plants primarily due to the needs of 

commercial class customers? 

A That's not my testimony, no. 

Q Okay. Is it your testimony that but for the 

needs of commercial class customers, FPL would install 

peaking units instead of combined cycling units? 

A No, no. That is not what I meant by this 

statement here. If the only consideration -- all I was 

saying was the statement on page 6, lines 8 through 10, 

that if the only consideration was the peak demand, that 

then we'd only have combined gas service peaking unit. 

But that's not the only consideration. 

Q What would FPL be capable of operating its 

system if it only had peaking units available? 
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MS. CLARK: Ken, I really think this is going 

beyond the scope of what Joe is testifying to. 

MR. WISEMAN: Well, he's testified at page 6, 

I quoted the testimony, that he brought up the 

subject of gas turbine peaking units. 

MS. CLARK: I agree. But you've gone one step 

beyond in asking him about the operation of FPL's 

system. 

MR. WISEMAN: Well, I think I'm entitled to 

question him about his qualifications to offer the 

testimony that he's provided, and that's what I'm 

trying to get at. 

MS. CLARK: Well, I'm gOlng to object to the 

question and I'll allow him to answer. Would you 

ask it again? 

BY MR. WISEMAN: 

Q Sure. Is it your --

MR. WISEMAN: Well, can the reporter read back 

the question? I don't recall which one I had 

asked. 

(Requested portion read by reporter.) 

A I don't know. That's beyond the scope of my 

testimony. 

BY MR. WISEMAN: 

Q All right. There's one last question on this 
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subject then. Well, a couple of questions. What's your 

educational training, Mr. Ender? 

A My educational training? 

Q Yes. 

A I am an accountant. 

Q And you don't have a engineering degree, 

correct? 

A No, I do not. 

Q Would you agree that you are not qualified to 

testify about what type of generating capacity FPL 

should add to its system from an operational standpoint? 

A Could you please repeat that question again. 

Q Would you agree that you are not qualified to 

offer testimony about the type of generating capacity 

that FPL would add to its system from an operational -

due to operational reasons? 

A That is not within the scope of my testimony 

but I am familiar with it in order to do what I do from 

a cost-of-service perspective. 

Q Well, then I'm going to ask you the question 

again. Since you -- is -- is -- could FPL operate its 

system if it installed only gas turbine peaking units? 

MS. CLARK: We're going to go off the record 

for a minute. 

MR. WISEMAN: Okay. 
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(Off the record.) 

MS. CLARK: Back on the record. 

THE WITNESS: Mr. Wiseman, I am not qualified 

to tell you how FPL runs its system or how it 

should run its system or could it run the system 

with just peaking units. 

All I can tell you is that from the 

perspective of the cost service study and looking 

at only one component as the measure of expanding 

capacity, I'm just coming to a conclusion that if 

that's the only thing we looked at, then it would 

be based on gas turbine units, which is clearly not 

the case. And that's evident, that it's not the 

case. We don't operate just gas service. 

BY MR. WISEMAN: 

Q All right. Let's refer to a little bit 

further down on page -- on page 6 of your rebuttal 

testimony. You discussed this briefly with Ms. Kaufman. 

Do you see where you discussed these two other 

reliability criteria, the winter reserve margin of 

20 percent and maintaining an LLOC of 0.1 days per year 

or less? Do you see that? 

A Yes, I do. 

Q Okay. Now, can you tell me how those two 

criteria trigger the need for capacity in excess of that 
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which FPL needs to serve its summer peak? 

MS. CLARK: Ken, would you -- is your 

question -- would you repeat your question? 

BY MR. WISEMAN: 

Q Yeah. How -- there were two criteria that you 

referred to on your opinion on page 6 of your rebuttal 

testimony. Those criteria are, one, a winter reserve 

margin criterion of 20 percent and, two, maintaining an 

LLOP of 0.1 days per year or less. And my question is, 

can you tell me how those two criteria trigger the need 

for capacity in excess of what FPL needs to serve its 

summer peak? 

A Okay. As I mentioned to Ms. Kaufman, is that 

there are three reliability criteria. One is the summer 

reserve margin, 20 percent, the winter reserve margin of 

20 percent, and that the average -- and the loss of load 

probability criterion. Any of those could trigger the 

need for capacity. 

Q Do you -- let's talk about the loss of load 

probabilities specifically. Tell me specifically how 

that specific criterion can trigger a need for capacity 

in excess of the summer coincident peak. 

A Ken, I'm going t o have to ask you to repeat 

that question, because I think it was a little bit -

Q All right. I'll repeat it again. Tell me, 
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with respect to the LLOP criterion, tell me how that 

specific criterion can trigger a need for FPL to have 

capacity in excess of that needed to serve its summer 

peak. 

A Ken, I'm sorry to be coming at it the same way 

that I came at it the first place. This 1S just the way 

it is. I mean, we have three reliability criteria and, 

in fact, characterized as the trip wire. Any of these 

can trip off the need for additional capacity. And the 

three of them are the reserve -- summer reserve margin 

of 20 percent, the winter reserve margin of 20 percent, 

or our ability to not meet the loss of load probability 

criterion of .1 days per year. 

Q And I understand that those are what you're 

saying the criteria are. But what my question is trying 

to focus on is why are those the criteria? And I'm 

asking you specifically about the loss of load 

probability criterion. And I understand that it's a 

criterion that you rely on. But I want to know what 

your reasoning 1S, why is that a criterion? Why would 

that trigger a need for the addition of capacity 1n 

excess of capacity that FPL needs to serve its summer 

peak, if you know? 

A Well, I think that I'm okay with a lot of your 

question, up until the point that you say that it's 
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that it's driving the need for excess to the summer 

capacity. And these are one -- any of those three can 

cause the need for additional capacity. It's not going 

to be that the summer trips -- the trip wire and then we 

have the average load -- load -- the average -- I mean, 

the loss of load probability trip it on top of that. 

No. It's one or the other or the other that would 

trigger the need for additional capacity. 

Q Well, let's try this as a hypothetical. First 

of all, I think the summer CP is around 

21,000 megawatts, megawatt hours; is that correct? 

MS. CLARK: Let us see if we can find 

something. 

BY MR. WISEMAN: 

Q Okay. If you look at the MFR we were talking 

about earlier, that could be a source of the 

information. 

A We confirm it's around 12, that's correct. 

Q So let's use 20,000, just because it's an 

easier number to deal with. If the coincident peak is 

about 20,000 and you have a reserve margin of 

20 percent, that means that FPL has generated a capacity 

of approximately 24,000 megawatts to serve summer peak, 

correct? 

A Give or take, that's fine. 
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Q Okay. Now, so my question is, if you assume 

FPL has approximately 24,000 megawatts of capacity 

available to serve a summer peak of 20,000, what is it 

that could occur that would -- in terms of the loss of 

load probability criterion to cause FPL to add capacity 

in excess of the 24,000 that we're talking about? 

A If you meet the 24,000 criteria, that means 

that the other ones didn't trip it, so you're fine. 

Q All right. 

A I mean, that's -- that's the way the mechanism 

works. If you add additional capacity to -- because of 

the summer is what drives it, then that -- that test 1S 

over. 

Q Right. And, in fact, isn't the reserve marg1n 

the reserve capacity? What -- well, let me ask you. 

What is the purpose of the reserve capacity? 

A To ensure that we have sufficient capacity to 

meet peak demand. 

Q Okay. Thank you. Let's move to another 

subject. 

A That's true for the other two as well. 

Q All right. Let's 

A -- in the loss of loads. 

MS. CLARK: Ken, are you -- how much longer do 

you have? 
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MR. WISEMAN: Not much. We're closing in on 

the end. 

MS. CLARK: Okay. Because I want to take a 

break before Renae's deposition. 

MR. WISEMAN: No, I think we should. But I 

think we're closing in on the end. Just a little 

bit more. 

MS. CLARK: Okay. 

MR. WISEMAN: I would think 15 minutes maybe. 

Maybe less. 

MS. CLARK: Okay. 

BY MR. WISEMAN: 

Q All right. Let's refer to page 9 of your 

rebuttal testimony, starting at line 13 through 19. You 

talked about Mr. Baron's testimony concerning the 

minimum distribution system; is that correct? 

A That's correct. 

Q All right. NOW, I believe you state there -

and we'll refer to the minimum distribution system as 

MDS; is that okay? 

MR. WISEMAN: I apologize. My phone is 

ringing. 

MS. CLARK: That's your next deposition, Ken. 

MR. WISEMAN: I think that's right. That 

means I better get this done quickly. 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001544 

68 



BY MR. WISEMAN: 

Q Can we refer to the minimum distribution 

system as MDS? 

A Yes, we can. 

Q All right. Now, can you -- I believe that you 

state in that testimony that MDS is not reflective of 

FPL's distribution system; is that right? 

A That is correct. 

Q Can you explain to me why that -- why you 

believe that to be the case? 

A Because FPL's distribution planning does not 

consider customers as the main criterion for expanding 

their infrastructure. It is demand that is what drives 

capital cost in the distribution infrastructure arena. 

Q Well, let me ask it this way. Is customer 

let's talk about the MDS methodology as a theory as 

opposed to talking about its application to FPL. Is the 

MD -- is customer density -- strike that. 

How does customer density relate to a decision 

to use or not use the MDS methodology? 

A Could you repeat that again, please? 

Q Sure. How -- let me rephrase it. Let me 

rephrase it. 

Tell me, what does customer density have to do 

with the MDS methodology? 
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A I'm not sure. 

Q Does it have anything to do with the MDS 

methodology; do you know? 

A I am not sure, other than in the case of the 

CHELCO case that, you know, the Commission has 

identified was one of the unique characteristics of 

CHELCO that caused it to deviate from their standard 

rejection of this methodology for all -- in all previous 

cases. 

Q Well, does that mean that other than your 

information about the -- and I'm sorry, what's the name 

of the case? 

A The Choctawhatchee -- I believe I mentioned it 

in my testimony. 

Q Yes, you do. Other than that case, you don't 

have direct information about the MDS methodology; would 

that be consistent with your testimony? 

A No. We haven't done any analysis on it for --

for FPL. 

Q Okay. Can you tell me, does FPL install 

certain facilities on its system without regard to the 

level of service that customers will take through the 

use of those particular facilities? 

A I believe FPL does do that but that's why 

we're fortunate to have a very strong contribution in 
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aid of construction rule, that basically if the revenue 

streams are not sufficient to cover the cost, then the 

customer pays the contribution to a structure. 

Q To your knowledge, are there any exceptions to 

that rule other than -- are there any facilities built 

without regard to the level of service customer will 

take other than ones that are funded through 

contributions in aid of construction? 

A No, I'm not aware of any others. But I 

believe the contribution in aid of construction is the 

right way to do it. It's the cost bearer -- the cost 

causer is bearing the cost. 

Q Do you have Mr. Baron's testimony there? 

A Yes, I do. 

Q Well, I actually -- you're one up on me. I 

don't. One moment. 

Do you recall that he has a table where he 

sets forth certain facilities and with an indication of 

how many customers are served off of those facilities, 

according to FPL's testimony? 

MS. CLARK: Ken, you're going to have to help 

us on that, I think. 

BY MR. WIsamN: 

Q Give me a second and I'll get the testimony. 

Just one second. All right. Sorry. Refer to page 24 
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of Mr. Baron's testimony, table 1 there. Do you see 

that? 

A Yes, I do. 

Q Do you have any disagreements with Mr. Baron 

about the calculations that are set forth ln that table? 

A Yes. Actually we looked at the calculation 

and tried to recreate it. And he had some errors in his 

calculations and some overstatements. 

Q Can you tell me what the overstatements are? 

A I don't have them with me. 

Q I'm sorry? 

A I do not have them with me. 

MR. ~S~: Can I ask for that to be filed 

as a late-filed exhibit, the corrections to 

Mr. Baron's table 1? 

MS. CLARK: No, I'm not -- we can write it 

down as an Exhibit 2. We will look into it. I'm 

not at this point promising we'll provide the 

exhibit. Give me a title. 

MR. ~~: I'm sorry? 

MS. CLARK: What is the title, Ken? 

MR. ~~: It's not an exhibit. It's table 

1 on page 24 of Mr. Baron's testimony. 

MS. CLARK: But what do you want --

MR. ~~: Mr. Ender said that he had 
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certain things, certain numbers here were 

overstated that he had disagreement with the 

mathematical calculation. And we will --

THE WITNESS: Well, I have a whole concept of 

how he --

MR. WISEMAN: Yeah, I understand you have a 

difference with respect to how he looks at it. I'm 

asking whether you have a disagreement about the 

mathematical calculations themselves. 

MS. CLARK: Just a minute, Ken. 

THE WITNESS: Okay, Ken. We will see what we 

can do about providing this, but I want to make 

sure that the record reflects that I do not agree 

with the analysis that he's done here because we do 

not allocate pulls, we allocate cost. And pulls 

are an integral part of our distribution 

infrastructure, which is erected to supply KW 

demand to our customers. 

MS. CLARK: So Ken, just so I'm clear, we 

would look at calculate -- provide a recalculation 

of exhibit 

MR. WISEMAN: It's simply all I'm looking 

for, as I understood Mr. Ender to say, that he 

had -- that he thought Mr. Baron made errors in the 

calculations. And all I'm looking for is the 
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corrections to those errors. 

MS. CLARK: So I'm titling it a recalculation 

of Mr. Baron's errors --

MR. WISDmN: Table 1. 

MS. CLARK: -- on page 

MR. WISDmN: Twenty-four. 

MS. CLARK: Okay. 

BY MR. WISDmN: 

Q All right. Last question. Refer to page 17 

of your rebuttal testimony. There's a question that's 

posed there that concerns some other calculations that 

Mr. Baron provided. Do you see those? Do you see that 

question? 

A That's the one starting on line 17? 

Q Yes. 

A Okay. 

Q And the specifically what's referred 

there -- to there is that Mr. Baron indicated that the 

parity ratios for the HLFT-2 and HLFT-3 rate classes 

from the 2007 actual cost of service results were 0.61 

and 0.60, while the 2010 year projected parity ratios 

are 0.34 and 0.36 respectively. My question is, do you 

have any disagreement with Mr. Baron about those 

mathematical calculations? 

A No, I do not. 
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MR. ficrSEMAN: All right. Thank you. I have 

no further questions, Mr. Ender. Thank you very 

much. I appreciate your time. 

THE ficrTNESS: Thank you. 

MS. CLARK: Now I have a question. Is this 

transcript going to be expedited? 

THE COURT REPORTER: Yes, it will be ready 

tomorrow. 

MS. CLARK: Very good. And we will look at it 

and get our -- any corrections or errata back to 

you likewise on an expedited basis. 

MR. ficrSEJmN: And I assume we're off the 

record. 

(Deposition concluded.) 

* * * 
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ERRATA SHEET 

I have read the transcript of my deposition, pages 1 
through 78, and hereby subscribe to same, including any 
corrections and/or amendments listed below. 

DATE (JOSEPH ENDER) 

(DOCKET 080677-E1) 

Page/Line Correction or Amendment Reason for Change 

Reporter: Lori Dezell 8/20/09 
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ERRATA SHEET 

Under penalties ofpetjury, I have read the foregoing transcript of my deposition, 
pages 1 through 78, and hereby subscribe to same, including any corrections and/or 
amendments listed below. 

PAGEILINE ERROR OR AMENDMENT REASON FOR CHANGE 

2/34 "Sura" to "Serra" Misspelling 

6/01 "--FPL's" to "FPL plans" Typo 

7/02 "filings" to "classes" Typo 

7112 "and cost" to "cost" Typo 

7/14 "price" to "process and" Typo 

9/01 "fitting" to "meeting" Typo 

10/01 "make" to "meet" Typo 

12/02 dclete "10" Typo 

15/08 "culled" tQ "also called" Typo 

15/21 "increases" to "incurs" Typo 

16/08 "class," to "class at" Typo 

16/08 "set" to "said" Typo 

] 7/18 "9" to "10" Testimony errata 

19/23 "demanding factors" to "demand" Typo 

19/23 "we had" to "we have" Typo 

20/07 "OMCP" to "ONC}>" Typo 

20/08 "MCP" to "NCP" TY120 
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25/14 "50" to "15" Typo 

26/02 "used" to "use" Typo 

34/20 "LLP" to "LOLP" Typo 

37/24 "grou.Qed" to "group" Typo 

38/03 "CMPC" to "GNCP" Typo 

45/22 "MCP" to ''NCP'' 2x Typo 

45/23 "NPPR" to ''NCP RP" Typo 

46/03 "position" to "precision" Typo 

46/23 "9-point center" to "non-coincident" Typo 

47/02 "CII,CI-D" to "CILC-ID" Typo 

49/15 "height" to "high" Typo 

52/2 "HLS-3" to "HLFf-3" Typo 

52/15 "average" to "energy" Typo 

54/02 "HLSD-2" to "HLFT -1 " Typo 

54/02 "IILSD-2" to "HLFT-2" Typo 

54/07 "HLSD" to "HLFT-3" Typo 

56/16 "mean" to "need" Typo 

60/22 "combined" to "combustion" Typo 

60/22 "service" to "turbines" Typo 

63114 "service" to "turbines" Typo 

66/18 "12" to "21 " Typo 

73/15 "Qulls" to "Qoles" 2xTypo 
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Verification of Witness Baron's Secondary Poles Per Customer Calculation 

As Shown on Table 1, Page 24 of Mr. Baron's Testimony 

Mr Baron's Calculation Using Correct Numbers 

Number of FPL105 .nP.'" Number Poles 

SecondalY Allocation XAuoa.tici~::' of Per 
POI8sP Factor '.~c;:""~, Customers Customers 

CIlC-1D 185.256 1.44% 2.675 348 7.69 
CILC-1G 185.256 0.15% 269 109 2.47 

GSD1 185.256 21.40% 39.641 102.958 0.39 

GSLD1 185.256 4.77% 8.831 1,764 5.01 

GSLD2 185.256 0.53% 974 69 14.05 

HLFT2 185.256 3.97% 7.346 1.217 6.03 

RS1 185.256 57.23% 106.024 4.007.114 0.03 

Poles Per 

EvelY 35 
Customers 

269.07 9.62 336.70 67.63 25.14% 

86.32 2.47 86.32 

13.48 0.39 13.48 

175.20 5.18 181.30 6.10 3.48% 

491.58 18.79 657.65 166.07 33.78% 

211.18 6.18 216.30 5.12 2.42% 

0.93 0.03 0.93 

As stated by Witness Baron. the above summarizes the implicit allocation of secondary poles based on FPL's allocation to rate classes based on demand. FPL believes MR. Baron's analysis is 
purely a mathematical exercise that has no meaning or application in the allocation of distribution costs to rate classes. The purpose of the cost of service study is to allocate costs to rate classes. 
not to allocate number of poles or feet of conductors to rate classes. Primary and secondary poles and conductors are part of the distribution system infrastructure used to deliver electricity to FPl's 
customers. It is kW demand. not customers or poles per customer, that drive the distribution infrastructure costs on FPL's system. 
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1 PRO C E E DIN G S 

2 

3 IT IS STIPULATED that this deposition was 

4 taken pursuant to notice in accordance with the 

5 applicable Florida Rules of Civil Procedure; that 

6 objections, except as to the form of the question, 

7 are reserved until hearing in this case; and that 

8 reading and signing was not waived. 

9 IT IS ALSO STIPULATED that any off-the-record 

10 conversations are with the consent of the deponent. 

11 

12 MS. BENNETT: Let's start with taking 

13 appearances. John, do you want to go first? 

14 MR. BUTLER: Sure, that's fine. John 

15 Butler on behalf of Florida Power & Light 

16 Company. And I'm here with the witness, Kim 

17 Ousdahl. And also attending, Gloria Lopez, 

18 Bert Gonzalez, and Chris Randolph. 

19 And then we have Ms. Bussey here, a 

20 notary who will be swearing Ms. Ousdahl in as 

21 we did with Mr. Barrett. 

22 MS. BENNETT: Jon Moyle? 

23 MR. MOYLE: Jon Moyle appearing on 

24 behalf of the Florida Industrial Power Users 

25 Group, FIPUG. 
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1 MS. BENNETT: Office of Public Counsel? 

2 MR. BECK: Hi, Lisa. This is Charlie 

3 Beck with the Office of Public Counsel. And 

4 we have a number of people I believe calling 

5 in separately, Trisha Merchant, Kim Dismukes, 

6 and Sheree Brown. 

7 MS. BENNETT: Okay. Do we have any 

8 other intervening parties on the telephone? 

9 MS. GRIFFITHS: Meghan Griffiths for 

10 the South Florida Hospital and Healthcare 

11 Association. 

12 MS. BENNETT: Anyone else? 

13 And for Public Service Commission, Lisa 

14 Bennett with the General Counsel's Office. 

15 MR. PRESTWOOD: Clarence Prestwood with 

16 staff. 

17 MR. MAUREY: Andrew Maurey. 

18 MR. SPRINGER: Michael Springer with 

19 staff. 

20 MR. BUYS: Dale Buys with staff. 

21 MS. GARDNER: Betty Gardner, staff. 

22 MR. HIGGINS: Devlin Higgins, staff. 

23 MS. BENNETT: I think we're ready to 

24 begin. Go ahead and let's, Ms. Notary, have 

25 the witness sworn in. 
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1 THE NOTARY: Okay. My name is 

2 Jacqueline Bussey, and I'm a notary duly 

3 appointed and commissioned here in the State 

4 of Florida. Kim Ousdahl, in the matter of its 

5 petition for increase in rates by Florida 

6 Power & Light Company, Docket Number 

7 080677-EI, do you solemnly swear that the 

8 testimony you are about to give is the truth, 

9 the whole truth, and nothing but the truth? 

10 THE WITNESS: I do. 

11 MR. BUTLER: We had a fax number of 

12 413-6250 before. Does that still work? 

13 MS. BENNETT: That still works. 

14 MR. BUTLER: And Anita, same reporter? 

15 MS. BENNETT: The same reporter. 

16 MR. BUTLER: All right. Okay. Well, 

17 we'll get this faxed off then shortly, and we 

18 are ready to proceed. 

19 MS. BENNETT: Very good. 

20 DIRECT EXAMINATION 

21 BY MS. BENNETT: 

22 Q. Ms. Ousdahl, my name is Lisa Bennett. I 

23 think we have met once before in deposition. I 

24 still like to go over a few things with every 

25 witness beforehand. 
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1 I think first of all we agree as 

2 attorneys that all of the objections, except for an 

3 objection to form, are preserved or reserved. I'm 

4 not sure which is the right term. 

5 Ms. Ousdahl, I want you to understand 

6 that if there is any question that I'm asking that 

7 is, that you are not clear about and you need me to 

8 clarify, let me know, and we'll stop and I'll try 

9 and explain it. And if I can't explain it real 

10 well, we'll go off the record and then one of my 

11 technical staff will help me understand it and I'll 

12 redo it again. Is that okay? 

13 A. Absolutely. 

14 Q. Okay. And with that, I am ready to 

15 begin with a very simple question. What is your 

16 position at FPL, Ms. Ousdahl? 

17 A. I am controller of Florida Power & Light 

18 Company. 

19 Q. And let me ask, am I saying your name 

20 correctly? 

21 A. Ousdahl, yes. Yes. 

22 Q. Very good. And you are you said 

23 controller of Florida Power & Light Company? 

24 A. That's correct. 

25 Q. What are your responsibilities as 
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1 controller? 

2 A. I am responsible for all of the 

3 financial reporting internally, management reporting 

4 around the utility, all of the asset accounting for 

5 our $26 billion in assets and the regulatory 

6 accounting that supports the sorts of functions that 

7 we are undergoing here today. 

8 In addition, I have tax accounting 

9 responsibilities for the utility, but that does not 

10 include tax compliance, which is performed at the 

11 corporate level. 

12 Q. Okay. And you filed testimony in Docket 

13 Number 080677, which is the FPL petition for rate 

14 increase; is that correct? 

15 A. I have. 

16 Q. And you have sponsored several minimum 

17 filing requirements or co-sponsored them? 

18 A. I have. 

19 Q. And also I believe that you responded to 

20 several interrogatories both for staff and for other 

21 intervening parties; is that correct? 

22 A. Yes, I have. 

23 Q. Since filing your direct testimony, do 

24 you have any changes or corrections to that 

25 testimony or to the schedules? 
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1 MR. BUTLER: Lisa, I would note we're 

2 going to be I think by the end of the day, you 

3 know, filing an errata as we had discussed at 

4 the prehearing conference. And there will be 

5 I think some for Ms. Ousdahl's testimony, 

6 minor, but do you want her to run through 

7 those here? I'm not sure that she has them 

8 sitting right in front of her, but we will be 

9 filing that very shortly. 

10 MS. BENNETT: Were they based upon what 

11 we discussed at the prehearing conference, 

12 there were some changes in I think the 

13 depreciation witness' testimony; is that 

14 correct? 

15 MR. BUTLER: I am not remembering that. 

16 I am not remembering that. 

17 MS. BENNETT: John, I think we're fine 

18 with getting the errata later. If we have any 

19 questions, we'll ask next week. 

20 MR. BUTLER: Ms. Ousdahl is indicating 

21 she may not even have any minor ones. I think 

22 it is safe to say there are no substantive 

23 ones. 

24 THE WITNESS: That is a fair statement. 

25 I have no substantive errata. 
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1 MR. BUTLER: Okay. 

2 BY MS. BENNETT: 

3 Q. I do have a question, will there be an 

4 errata adjustment for an overstatement of the spent 

5 fuel inventory for FPL's capitalization of its 

6 nuclear fuel lease? I think you mentioned it in 

7 interrogatory number 184. 

8 A. Maybe this is a procedural question and 

9 I need to defer to John, but the change in the 

10 nuclear fuel amount is included in KO-16 with all of 

11 the other adjustments that we provided for 

12 Commission and parties' consideration. 

13 Q. Okay. So you don't need to do an errata 

14 because you caught that in your rebuttal testimony, 

15 Exhibit KO-16? 

16 MR. BUTLER: That's right. And, Lisa, 

17 just to explain to you and probably to others, 

18 we have sort of consolidated those adjustments 

19 and their bottom-line impact in KO-16. We're 

20 not proposing to go through and restate every 

21 number and every testimony that would be 

22 impacted by those adjustments because it just 

23 seemed to us that it would be, you know, too 

24 confusing to everyone to be making those sorts 

25 of changes, which is why, as you saw in the 
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1 statements of our positions on a lot of the 

2 issues, that we say the positions are subject 

3 to the adjustments in KO-16. 

4 That is kind of the way that we propose 

5 to handle it so that it is easier to follow 

6 the case everybody has been, you know, 

7 reviewing and then seeing at sort of the 

8 bottom-line level what the adjustments -- or 

9 how they impact it. 

10 MS. BENNETT: Okay. That may eliminate 

11 some questions at the end on KO-16. I think 

12 there was a little confusion from staff. But 

13 we'll probably still have some. 

14 BY MS. BENNETT: 

15 Q. But right now, Ms. Ousdahl, I would like 

16 for you to turn to MFR D-IB and turn to page 1 of 6. 

17 Actually, there is six pages. We'll be asking 

18 questions from all of them. 

19 A. I'm there. 

20 Q. On page 1 of 6, tell me what year that 

21 is for. 

22 A. It covers years '08 through '10. 

23 Q. 2008 through 2010? 

24 A. That's correct. 

25 Q. I forgot to ask, you did sponsor these 
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1 MFR schedule D-1Bs, correct? 

2 A. I did. I have co-sponsors on D-1A, but 

3 I sponsored D-1B adjustments. 

4 Q. Can you tell me what this schedule on 

5 D-1B shows? 

6 A. Yes. D-1B provides you the detail that 

7 is reflected at a summary level on D-1A in columns 3 

8 and 4; that is it provides those amounts by type 

9 that we are adjusting to be able to reconcile our 

10 per books cost of capital, or our per books 

11 capitalization, I'm sorry, to our rate base. 

12 Q. Okay. I am going to go through this 

13 kind of slowly, I think. We'll see. But I want to 

14 get in your own words a more detailed description of 

15 each of the Commission adjustments on each page of 

16 the MFR schedule D-1B starting with page 1 for both 

17 the 2010 and 2011 test years. 

18 And while we're working through this, 

19 you might also want to be referring to interrogatory 

20 number 115 from staff. 

21 A. All right. I don't have 2011 in front 

22 of me. If you will let us get that. I only have 

23 D-1B through 2010, so we will need to pull that. 

24 And then also the interrogatory. Okay. I've got 

25 the interrogatory. I'll start and maybe they can 
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1 put that in front of me. 

2 Q. My first question -- well, it is for 

3 both the 2010 and 2011, but let's start with 2010. 

4 A. I think you may have to -- I'm sorry. 

5 We're going to have to go to another room to pull 

6 2011. I apologize. I just pulled the 2010. 

7 Q. No problem. Does the line item -- let 

8 me back up. Does the line item nuclear fuel capital 

9 leases include plant, CWIP, or both? Do you see 

10 where I'm at, line 4? 

11 A. Yeah. I'm thinking. 

12 Q. Oh, okay. 

13 A. Because that's the Commission adjustment 

14 where we are excluding the, both the capitalized 

15 leases from the utilities book, and it would include 

16 all capitalized lease costs, so anything that had 

17 not yet been amortized in fact. 

18 So your question was plant or CWIP? I'm 

19 struggling because nuclear fuel has its own account. 

20 It is a 120 account. It is not 107 and it is not 

21 101. So I'm struggling a bit. 

22 Q. Do you have interrogatory response 

23 number 115? 

24 A. I do. 

25 Q. Would you agree with me that outside 
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1 someone has put the words "plant/CWIP" beside item 

2 number 4, long-term debt, nuclear fuel capital 

3 leases? 

4 A. Right. The interrogatory simply said, 

5 please identify which items involve plant, so it 

6 was, you know, a question asking us to sort of 

7 designate which items involved plant. And we said 

8 we were kind of designating anything that would be 

9 CWIP or plant, and that's why we noted on each of 

10 those plant/CWIP. I don't think it was meant to say 

11 that it includes both. 

12 Q. Oh, I'm sorry. Maybe I should rephrase 

13 my question, then. I want to know does it include 

14 either plant or CWIP or both? 

15 A. Well, again, I'm struggling to answer 

16 your question because it includes the capitalized 

17 cost, our leases that we utilize to secure fuel for 

18 the plant, and those are charged to the 120 account. 

19 I believe it is 120.6. So they're certainly related 

20 to plant because it is used for power for our 

21 nuclear plants. So I think that's what we are 

22 trying to designate here. It is plant related. 

23 Q. Well, let me ask the bigger question. 

24 Does it accrue AFUDC when it is plant related? And 

25 specifically does this account? 
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1 A. No. This represents the costs 

2 associated with the leases, so there is an interest 

3 cost under the lease agreement, but it is not an 

4 AFUDC ra te, per se. 

5 Q. And what rate is that interest rate at? 

6 Is that commercial paper? 

7 A. It should be close to a commercial paper 

8 rate, yes. I don't have it right in front of me. 

9 But they do issue commercial paper in support of the 

10 lease, but it is for the acquisition of the fuel. 

11 "They" FPL Fuel. 

12 Q. Was any portion of this line item, the 

13 nuclear fuel capital leases, or any of the other 

14 line items on this page 1 of 6, financed with 

15 non-investor sources of capital such as deferred 

16 taxes, lTC, or customer deposit? And do you 

17 understand what I mean by "ITC"? 

18 A. That's the tax credit. 

19 Q. Good, because I didn't know if I 

20 understood what it was. 

21 So were any portion of these line items 

22 financed with non-investor sources? 

23 A. I think I have tried to address this in 

24 my rebuttal testimony, and my testimony has been 

25 that all of our costs for the company, whether they 
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1 are working capital, plant related, an expense, 

2 asset, or liability, are supported through the 

3 overall cost of capital that is available to the 

4 company to provide for cash in support of these 

5 payments or assets. So I cannot tie for you a 

6 source of funds that was specifically used for the 

7 payment of these leases to purchase our fuel. 

8 Q. Okay. Let me have you turn to page 2 of 

9 the schedule. 

10 A. Okay. I'm there. 

11 Q. On this page we've got non-utility 

12 specific adjustments, and I think they're located on 

13 the first two line items; is that correct? 

14 A. That's correct. 

15 Q. Line items 9 through 15 detail 

16 Commission pro rata adjustments; is that correct? 

17 A. Correct. 

18 Q. Line items 1 and 2 do not contain plant 

19 or CWIP; is that correct? 

20 A. Well, it is not relevant. If it did 

21 contain plant, it is non-utility property. We're 

22 excluding it because it is not related to the 

23 provision of electric service. So whether that was 

24 land that was owned in line 1, it really doesn't 

25 matter. It is irrelevant. 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001575 



18 

1 Q. Okay. Can you identify for me which 

2 line items contained on this page include only 

3 plant? Now, I know we've already talked 1 and 2 

4 don't. 

5 A. Well, we were trying as best we could to 

6 answer the question. It is a little unclear, I 

7 guess. We were trying to link the adjustment to its 

8 form or type, I guess I would say, and some of these 

9 are related to plant and/or CWIP. So that's what we 

10 were trying to do. 

11 Q. Okay. Well, then let me go through your 

12 interrogatory responses and you can kind of tell me. 

13 The nuclear uprate, how is that related to plant 

14 and/or CWIP? 

15 A. Well, that represents the amounts in the 

16 test year and subsequent year for dollars we would 

17 spend associated with the capacity clause I'm 

18 sorry, associated with recoveries to the capacity 

19 clause of our investment in the uprate projects. 

20 Those uprates are being performed on plants we have 

21 today at Turkey Point and St Lucie. 

22 Q. The court reporter said at Turkey Point 

23 and what was the other word? 

24 A. St. Lucie. 

25 Q. Okay. Thank you. What about the 
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1 accumulated prov decommissioning costs? 

2 A. That's the accumulated provision for 

3 decommissioning, that's costs associated with having 

4 to decommission or dismantle our existing nuclear 

5 plants at the end of their life. 

6 Q. So that would be plant, it would be 

7 related to plant, correct? 

8 A. Yes, it would be related to plant that 

9 we have in our fleet today, that's correct. 

10 Q. How about the asset retirement 

11 obligation decommissioning? 

12 A. That would be related to plant. That's 

13 the, you know, the -- kind of the GAAP accounting 

14 credit associated with the decommissioning 

15 obligation under our ARO accounting standard. So it 

16 is likewise related to the decommissioning 

17 associated with the nuclear plants. 

18 Q. Okay. And then the last two, 

19 environmental and fuel transportation equipment, 

20 tell me how they are related to plant and CWIP. 

21 A. The environmental portion, that 63 

22 million as I understand is related to the 

23 environmental clause, so it is some investment 

24 having to be made. I don't know if that's plant or 

25 CWIP or both, but it is dollars associated with our 
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1 forecast for 2010 environmental clause expenditures. 

2 Likewise, fuel transportation equipment 

3 I believe has to do with the railcars associated 

4 with Scherer, I believe it is. But those are 

5 plant-related costs being recovered through clause 

6 vehicles so they have to be adjusted out of rate 

7 base. 

8 Q. Okay. And the court reporter said is it 

9 Scherer? 

10 A. I believe it is Scherer. S-C-H-E-R-E-R, 

11 I believe that's right. 

12 Q. I'm going to ask you to turn to page 3. 

13 A. I am there. 

14 Q. And there is a lot of line items here, 

15 load control, cash capital sub account, construction 

16 work in progress. There is a few of these line 

17 items that in your response to the interrogatory you 

18 don't have plant/CWIP beside. Could you read those 

19 that you do not have the words plant/CWIP written 

20 beside. 

21 A. Well, on line 3 there is no values for 

22 2010 and 2011, so I don't think it is relevant. 

23 Line 10 is the accounts receivable for associated 

2 4 companies, which is elimina t ed f o r purp o ses o f rate 

25 setting. Accounts receivable - tax refund is a 
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1 refund that we expect to receive that is reported. 

2 Obviously not being received, but reported for 2010 

3 and 2011. 

4 Interest and dividends receivable, line 

5 12, there is no value. 14 is a forecasted 

6 under-recovered balance in 2010 and 2011 for 

7 clause-related items. That could be plant or not be 

8 plant. I mean, basically that's a forecast of an 

9 under-recovery for anything that might flow through 

10 clause. It is impossible from where I sit to tell 

11 you if it is all fuel or if there is ECCR or EC-

12 or capacity, or ECRC, capital costs in there. I 

13 don't know. 

14 And the last one is pole attachments 

15 rents receivable. Those are rents we receive from 

16 the use of our poles by third parties such as the 

17 phone company. 

18 Q. Other than the ones that have a zero 

19 value, for those that aren't designated plant/CWIP, 

20 when these were placed in rate base, were deferred 

21 taxes created when added to rate base? 

22 A. I think it would depend on the item. I 

23 mean, the tax provisions are different depending on 

24 the type of property and the vintage. CWIP would 

25 have a small amount of deferred taxes, and plant 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001579 



22 

1 obviously has deferred taxes generally speaking 

2 associated with book tax timing differences. 

3 In general that's the case on property. 

4 It would have varying amounts and dependent upon the 

5 point in time it was placed in service. 

6 Q. Okay. But I'm actually talking about 

7 the ones that don't have plant or CWIP beside it. 

8 Like, for instance, the pole attachments rents 

9 receivable. 

10 A. Okay. Yeah, no deferred taxes that I'm 

11 aware of on pole attachment rent receivable. 

12 Q. What about I'm going to skip the net 

13 under-recovered fuel capacity because 

14 A. Well, because that might have deferred 

15 taxes associated with it. 

16 Q. Okay. But what about the -- let's see. 

17 The jobbing accounts don't have a zero balance by 

18 them, so let's talk about them. Would they --

19 A. Well, they're marked as plant or CWIP. 

20 I thought you were 

21 Q. Oh, I'm sorry. I thought they were not. 

22 Yes, you are right, they are marked. 

23 Let's see. Interest or dividends 

2 4 receivable is a zero, so I'll ignore that one. The 

25 accounts receivable tax refund, it almost seems like 
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1 a silly question, but when these were placed in rate 

2 base were deferred taxes created when added to rate 

3 base? 

4 A. No, I don't believe that that is going 

5 to be reflected as anything other than a working 

6 capital item. 

7 Q. Okay. And the accounts receivable 

8 associated costs? 

9 A. That's associated companies. No, it is 

10 not. 

11 Q. Why is FPL forecasting under-recovery in 

12 2010 and 2011 for the net under-recovered fuel 

13 capacity ECCR and ECRC accounts? 

14 A. We have answered some extensive 

15 interrogatories on this, and it -- but depending on 

16 the point in time and the cutoff, you know, you 

17 develop an over-recovery and you have to run that 

18 off over time. They don't just split in a month or 

19 two when the rates reset. So as you forecast over 

20 time, you will have in certain accounts a remaining 

21 under-recovery that is being rolled off and you may 

22 begin to build an over-recovery. So you have to 

23 look at it by account. 

24 I can't refer you off the top of my head 

25 to the interrogatories, but there were extensive 
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1 answers providing every month's roll forward on 

2 those balances. 

3 Q. I'm almost hesitant to ask because if 

4 you say staff I'll be really embarrassed; but do you 

5 know who asked those questions? 

6 A. No, but we can search. We can pull 

7 those. I mean, that's not difficult. I don't 

8 remember. Oh, Lord, I don't remember. 

9 Q. That's okay. I don't need you to pull 

10 them and provide them for us. We can look. 

11 A. Okay. 

12 Q. I'm going to go back to the several 

13 accounts that you don't have plant and CWIP and ask 

14 the following question about. Were investment tax 

15 credits used to fund these assets? And let's start 

16 with accounts receivable associated companies. 

17 A. Well, I'm going to go back to what I 

18 said earlier, Counsel, and I apologize. You just 

19 asked me were investment tax credits used to fund 

20 it. And earlier I thought I was asked were these 

21 items related to plant or CWIP. Those are two very 

22 different questions. Because I made the statement 

23 earlier we can't tie the source, the supporting 

2 4 source of capital to the item. And that would be my 

25 response to you on ITC or deferred taxes or anything 
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1 else. I can't tie the use of a deferred tax, cost 

2 free capital dollar, to the support of anyone of 

3 these items. 

4 Q. Would your answer be the same with 

5 customer deposits? 

6 A. Yes. Again, it is a source of funds to 

7 be used across our business in any respect. 

8 Q. And that's in your testimony and your 

9 rebuttal testimony, that's what you are 

10 explaining is that -- talk me through that for a 

11 minute, what your theory is. 

12 A. Well, what I have tried to articulate in 

13 my rebuttal testimony is we have many opportunities 

14 to look to sources for funds to support the 

15 activities of our business, those activities being 

16 investing in assets, incurring expenses, or paying 

17 the financing associated with a working capital 

18 item. 

19 And those sources, as the Commission 

20 defines them and as we cost those out are equity, 

21 customer deposits, long-term and short-term debt, 

22 preferred stock, for which we have none --

23 THE COURT REPORTER: What was the last 

24 one after long-term and short-term debt? 

25 THE WITNESS: Preferred stock. 
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1 MS. BENNETT: Okay. 

2 THE WITNESS: Should I continue? 

3 BY MS. BENNETT: 

4 Q. Yes. The court reporter nodded her 

5 head. 

6 A. Okay. -- deferred income taxes and 

7 investment tax credits. So all of those items are a 

8 source of financial capital to our business. They 

9 will be deployed across the business. We will not 

10 track the deployment of anyone of those dollars of 

11 funds. We will simply use those in the conduct of 

12 our operations. 

13 And that's the basic, you know, the 

14 basic point I'm making in my testimony, that you may 

15 be able to tie with some analysis the origin of a 

16 dollar of deferred tax to the investment in plant, 

17 but you can no longer tie its use once the deferred 

18 tax is available to you. It is used across the 

19 business. 

20 So, you know, our testimony is, and I 

21 think it is supported by prior decisions of this 

22 Commission, that we're not reforecasting the balance 

23 sheet every period to try to track the use of these 

24 funds. We are simply assuming that you have rate 

25 base on one hand and you have capital structure on 
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1 the other. You've got to make those match, and the 

2 logical way to do that is to hold your capital 

3 structure weightings intact. And we do that through 

4 the use of pro forma adjustments. 

5 Q. And as I understand it, though, those 

6 pro forma adjustments go across whether that 

7 investment was made by the company or whether that 

8 is non-company investments like the lTC, the 

9 deferred taxes, the customer deposits; is that 

10 correct? 

11 A. You will have to clarify your answer 

12 because I certainly don't understand how 

13 an investment -- I'm sorry, your question. I don't 

14 understand how investment tax credit would not be 

15 linked to the investment of the company. And maybe 

16 I just misunderstood you, Counselor. 

17 Q. Maybe I didn't state it correctly. 

18 Let's talk about deferred taxes. Is that money that 

19 is invested by the company or is that from other 

20 sources? 

21 A. Deferred taxes arrive when the company's 

22 tax obligation in a current period is at a different 

23 amount than the book obligation. And ratemaking is 

24 performed on a book basis. So the greatest amount 

25 of deferred taxes arise from the timing differences 
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1 that are associated with tax depreciation rates 

2 versus book depreciation rates. 

3 For ratemaking we receive our revenue 

4 based on book depreciation, but the ratemaking 

5 process recognizes that we will not remit taxes 

6 based on the book rate, we will remit taxes based on 

7 a tax rate that is different than the book rate and 

8 thus we will have a cash savings relative to the 

9 amounts we owe the federal government. 

10 And the way we give the ratepayer credit 

11 for that is through the cost, the zero cost capital 

12 use of those deferred taxes in capital structure. 

13 So they arise from either investments, they could be 

14 working capital amounts that give rise to deferred 

15 taxes. They arise from the activities of the 

16 business overall. And then we deploy that cash all 

17 across our business. 

18 Q. Okay. Ms. Ousdahl, you talked earlier 

19 about that you believe FPL's pro rata adjustments 

20 are consistent with prior Commission decisions. And 

21 I think you referred to one of them in your KO-11i 

22 is that correct? Actually, I think you referred to 

23 several of them, but I'm talking about one regarding 

24 Gulf Power, and it is order number 

25 PSC-02-0787-FOF-EI, which was issued June 10th? 
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1 A. Yeah, June 10th, 2002. 

2 Q. 2002, not this year. And it was a 

3 request for rate increase by Gulf Power, correct? 

4 A. That's correct. 

5 Q. And I'd ask that you turn to page 8 of 

6 your KO-11. 

7 A. Yes. 

8 Q. And I'd ask you read aloud the second 

9 sentence in the first full paragraph. 

10 A. Starting with "It has been. "? 

11 Q. Yes. 

12 A. "It has been our practice to make 

13 specific adjustments where possible and to prorate 

14 other rate base adjustments over investor sources 

15 only." 

16 Q. Do you believe that the Public Service 

17 Commission did that in the Gulf rate case? And when 

18 I say "did that," did they make specific adjustments 

19 where possible and prorate other rate base 

20 adjustments over investor sources only? 

21 A. Are you talking about in this decision? 

22 Q. In the Gulf decision, is that what the 

23 Commission 

24 A. In this 2002 Gulf decision? 

25 Q. Correct. 
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1 A. No. They went on to describe their 

2 further understanding that that would create a 

3 double counting of low cost capital due to the fact 

4 that Gulf had a number of clause items that were 

5 being removed from rate base and recovered through 

6 clause. 

7 Q. So on page 33 -- do you have the order 

8 itself in front of you? 

9 A. Yes, I have the whole order. 

10 Q. Okay. I'm sorry. I said page 33. On 

11 page 37 of that order. And I think it depends on 

12 whether you have the PDF or the Word file, but it 

13 starts with F, weighted average cost of capital at 

14 the top of that page. Are you there? 

15 A. I am. 

16 Q. The third paragraph, the final sentence 

17 that starts "Finally." Would you read that aloud? 

18 A. "Finally a pro rata adjustment was made 

19 over investor sources to reconcile capital structure 

20 to rate base." 

21 Q. And would you agree that the Commission 

22 approved the pro rata adjustment made over investor 

23 sources to reconcile capital structure to rate base? 

24 A. The Commission approved a very small, as 

25 I understand it, $500,000 adjustment to capital 
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1 structure pro rata over investor sources, but the 

2 Commission likewise approved in this order a much 

3 larger amount of adjustments related to the clause 

4 and other adjustments that the company had in its 

5 proposed filing over all sources. 

6 Q. Okay. 

7 A. So this was a final reconciliation that 

8 they made for a very small amount. 

9 Q. You also referenced I think it is a soon 

10 to be issued TECO order. And you talked about it in 

11 your rebuttal testimony, so I'd ask you to turn to 

12 page 9, lines 20 to 23, and let me know when you are 

13 there. 

14 A. You are in my rebuttal? I'm sorry. 

15 Q. Yes, your rebuttal testimony. 

16 A. I'm there. 

17 Q. Would you go ahead and read starting 

18 with the question and then going on through the 

19 answer, which I think finishes on the next page, 

20 line 3. 

21 A. I must have a different pagination, but 

22 you are starting with "Is FPL's position on capital 

23 structure. " Is that where you are? 

24 Q. Yes, ma'am. 

25 A. Okay. "Is FPL's position on capital 
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1 structure adjustments consistent with the 

2 Commission's recent order in the Tampa Electric 

3 Company (TECO) rate proceeding?" 

4 Did you want me to continue through the 

5 answer. 

6 Q. Please. 

7 A. The answer is: "Yes. The decision on 

8 the motion for reconsideration in the TECO rate case 

9 on pro rata capital structure adjustments is 

10 appropriate and consistent with the approach FPL has 

11 recommended and therefore would be the correct 

12 application of Commission precedent in this case." 

13 Q. And would you agree that the 

14 recommendation approved by the Commission on Tampa 

15 Electric's motion for reconsideration also states: 

16 "Staff's recommendation on this point is specific to 

17 the record in this case and should not be considered 

18 precedent regarding staff's position on this or 

19 similar issues in future proceedings?" 

20 MR. BUTLER: Are you reading from 

21 something, Lisa? 

22 MS. BENNETT: Yes, from the 

23 recommendation itself. That was one document 

24 I didn't tell you to provide. I don't know if 

25 you have it or not. 
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1 MR. BUTLER: We do if you can refer to 

2 a page. 

3 MS. BENNETT: Page 20. 

4 BY MS. BENNETT: 

5 Q. And it is at the very top. It is not a 

6 full paragraph. 

7 A. Right. 

8 Q. It is the last sentence. 

9 A. Yes. 

10 MR . BUTLER: I'm sorry. If you have a 

11 question, could you repeat it? 

12 BY MS. BENNETT: 

13 Q. Sure. My question is: Would you agree 

14 that the recommendation approved by the Commission 

15 on Tampa Electric's motion for reconsideration 

16 states very specifically that it -- I should not say 

17 states very specifically. 

18 Would you agree that it states that it 

19 is specific to the record in the case and should not 

20 be considered precedent regarding staff's position 

21 on this or similar issues in future proceedings? 

22 A. I see that sentence and I would agree it 

23 states that it is staff's recommendation that it 

24 should not be considered precedence. As you 

25 mentioned earlier, we do not have a final order in 
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1 the TECO case. 

2 Q. Okay. Are you familiar with other 

3 Commission dockets in which the incremental 

4 adjustment to rate base was made through a pro rata 

5 adjustment over investor sources of capital only? 

6 A. Could you define "incremental 

7 reconciliation," please. 

8 Q. I don't think I said incremental 

9 reconciliation. It is incremental adjustment to 

10 rate base. 

11 A. Okay. I apologize. Could you define 

12 what you mean by "incremental adjustment"? 

13 Q. Let me give it a try, and when I mess 

14 up, one of the financial people will tell me I'm 

15 wrong. How is that? 

16 MR. BUTLER: Fair enough. 

17 BY MS. BENNETT: 

18 Q. My understanding is -- now I'm going to 

19 stop right now and I'm going to ask them. I'll be 

20 right back on the record. Okay? 

21 MR. BUTLER: All right. 

22 (Discussion off the record.) 

23 MS. BENNETT: We're back on. 

24 BY MS. BENNETT: 

25 Q. Incremental I'm told is company 
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1 adjustments versus what was actually approved --

2 well, off the record. 

3 (Discussion off the record.) 

4 MS. BENNETT: Let's go back on the 

5 record. 

6 BY MS. BENNETT: 

7 Q. And I have asked you, Ms. Ousdahl, are 

8 you familiar with other Commission dockets in which 

9 incremental adjustment to rate base was made through 

10 a pro rata adjustment over investor sources of 

11 capital only? 

12 A. Yes. As I understand your question, you 

13 are defining incremental adjustments to mean any of 

14 those adjustments the Commission makes in its final 

15 determination of rate base that would require 

16 reconciliation to capital structure. 

17 And you pointed me before this 

18 deposition to a number of orders o f small gas 

19 companies where it appears the Commission has used 

20 that along with other approaches to reconciling cap 

21 structure and rate base. 

22 I believe the answer to your question 

23 is, yes, I have seen that. 

24 Q. Okay. You said that there were a number 

25 of small, you said gas companies. Were there any 
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1 electric utilities also? 

2 A. Well, we just talked about Gulf. 

3 Q. Right. 

4 A. We just went through that example. You 

5 know, honestly, I got that list from you last night 

6 and we printed these orders and I flipped through 

7 them trying to find the relevant sections and I 

8 thought they were all gas. 

9 Q. Okay. 

10 A. By the way. 

11 Q. And I appreciate you guys bearing with 

12 me. It was late last night before I got those to 

13 you. 

14 For the record, if you don't mind, let's 

15 just quickly touch on the orders. There was an 

16 o rder PSC-09-0375-PAA-EI issued May 27, 2009 for 

17 Florida Public Utilities Company in Docket 

18 080366-EI. And would you agree with me that that 

19 was an incremental adjustment, as we defined it 

20 earlier, or as you defined it earlier, to rate base 

21 was made through a pro rata adjustment over investor 

22 sources of capital? 

23 A. Yes. I will also note that the equity 

24 ratio was unchanged, virtually unchanged in t he end 

25 fr o m what the company requested. And the pro rata 
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1 adjustments were very small relative to the total 

2 amount of cap structure. 

3 Q. Okay. How about order number 

4 08-0436-PAA-GU in Docket 070592-GU, which was a 

5 petition for rate increase by St. Joe Natural Gas 

6 Company. 

7 A. Yes, I have that one in front of me 

8 also. 

9 Q. And, again, that was an incremental 

10 adjustment to rate base made through a pro rata 

11 adjustment over investor sources of capital only? 

12 A. Yes. And they have a 60 percent equity 

13 ratio and are nearly in, you know, illiquid. It's a 

14 very small entity, not at all something that I think 

15 is relevant for FPL to be compared to. 

16 Q. Okay. But let's go back to the Gulf 

17 docket, I'm sorry, the Gulf order number 

18 02-0787-FOF-EI. 

19 A. Yes. 

20 Q. And I would ask you to turn to page 103 

21 of that order. 

22 A. Yes, I'm there. 

23 Q. Would you agree that it is clear that 

24 the Commission ordered incremental adjustments to 

25 rate base were removed from the capital structure on 
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1 a pro rata basis over investor sources of capital 

2 only in this docket, showing in attachment 2? 

3 A. Yes, they did. The equity ratio was 

4 unchanged and the pro rata adjustments were 

5 $500,000. Less than a thousandth of a percent, I 

6 believe, of cap structure. 

7 Q. Okay. I'm going to ask you next -- I 

8 know I gave you a whole list of orders, but unless 

9 you want to tell me about any of the others, let's 

10 move on to staff interrogatory number 137. 

11 A. Okay. I have that in front of me. 

12 Q. And you sponsored this response, right? 

13 A. Yes, in concert with my customer service 

14 team who are the experts on the Smart Grid 

15 investment. 

16 Q. Tell me, who are the individuals that 

17 are the experts on the Smart Grid? 

18 A. Well, witness Santos will be covering 

19 the investment itself, the company's plan and so 

20 forth. I was simply you know, this question asks 

21 for all the benefits on economic stimulus, and 

22 obviously I need to talk to the bonus depreciation 

23 and ITC impact, but she would be talking to Smart 

2 4 Grid. 

25 Q. If I get to a question that she lS 
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1 better capable of answering, just let me know. 

2 A. Okay. 

3 Q. My first one is pretty generic. FPL 

4 intends to take the benefits of the bonus 

5 depreciation for the year 2009 and the various grant 

6 programs for Smart Grid investment, solar and 

7 plug-in hybrids; is that correct? Is that my 

8 understanding? 

9 A. We're recording bonus depreciation 

10 currently in 2009, and we plan to be able to avail 

11 ourselves of the grant opportunities associated with 

12 Smart Grid through that proposal process that the 

13 DOE has in place. 

14 Q. When you say "DOE," tell me what that 

15 stands for. 

16 A. Department of Energy. 

17 Q. Thank you. 

18 Has FPL quantified the total amount of 

19 potential benefits from this program? I'm sorry, 

20 from these programs, not this program. 

21 A. Well, we have reflected for all parties 

22 the impact of this depreciation that we are taking 

23 in '09 that will roll in as a revenue requirement 

24 reduction base in '010 and' 011, and the 

25 quantification of that benefit is reflected in my 
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1 KO-16. 

2 Q. I'm going to turn to your KO-16 to make 

3 sure. I think I saw it as the --

4 A. It is item 1. 

5 Q. Item 1. I thought it was the second 

6 item, but I didn't have it open. So tell me about 

7 item 1 and how that reflects the quantification of 

8 the benefits, the potential benefits of this 

9 program. 

10 A. Well, the stimulus provided enhanced tax 

11 depreciation for investments that were rolling into 

12 service in 2009. So for our company we project to 

13 have both West County 1 and West County 2, which are 

14 large very significant investments that will be 

15 recorded this year, along with other plant service 

16 amounts. 

17 And we in our update to KO-16 reached 

18 out and reevaluated what our projected additional 

19 tax depreciation would be for 2009. That's almost 

20 $900 million for the current year. We then rolled 

21 that forward. There is no bonus depreciation in 

22 '010, but obviously we would continue to have a 

23 significant amount of additional deferred taxes that 

24 would be left on the balance sheet in '010 and '011 

25 as a result of what we record in '09. 
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1 So that is what is reflected in item 1, 

2 is the bonus depreciation associated with additional 

3 tax depreciation that we take in '09, that rolled 

4 forward to '10 and '11. It is $288 million in '010 

5 and $257 million in '011. So that goes into our 

6 capital structure at zero cost capital. And the 

7 result is a significant reduction in revenue 

8 requirements associated with infusing that into the 

9 capital structure. 

10 Q. So that 40 million in column 10, it is 

11 40 million plus, is the reduction in revenue 

12 requirements? 

13 A. No. I didn't understand your reference 

14 to column 10, but on KO-16 we have an impact on 2010 

15 column and that is 40 million and an impact on 2011, 

16 36 million, on item 1. 

17 Q. Very good. Okay. And I think that you 

18 explained it. The potential benefits are going to 

19 be shared by the FPL ratepayers by reducing the 

20 revenue requirements; is that correct? 

21 A. When we book this additional deferred 

22 tax, that results, because we are being able to 

23 reduce our 2009 tax depreciation so significantly, 

24 that results in us recording additional timing 

25 differences, which end up being reflected on the 
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1 balance sheet as a higher balance o f accumulated 

2 deferred taxes. 

3 When we put that into schedule D-IA, 

4 which is our capital structure schedule, and we cost 

5 that out at zero, zero cost capital, it produces a 

6 lower overall weighted cost rate. 

7 Which then when we multiply that by our 

8 rate base, we get a lower need for a base rate 

9 increase. Our base rate increase request is 

10 reduced, and that's what the $40 million represents. 

11 Q. Okay. Is there any other -- I'm trying 

12 to decide how to ask this question. Are there any 

13 other benefits besides a base rate reduction, any 

14 other benefits to ratepayers? 

15 A. Well --

16 MR. BUTLER: And you are talking about 

17 specifically with respect to the bonus 

18 depreciation? 

19 MS. BENNETT: Yes. Yes , to the bonus 

20 depreciation. 

21 THE WITNESS: So let me make sure I 

22 understand the question. Yo u are asking me 

23 other than the fact that the economic stimulus 

24 bill provided an immediate reduction in the 

25 amount of taxe s we're going to have to pay on 
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1 tax depreciation for those investments, you 

2 are asking me what other benefits did it 

3 provide ratepayers? 

4 BY MS. BENNETT: 

5 Q. Correct. Or is FPL able to provide 

6 ratepayers because of this bonus depreciation. 

7 That's probably a better way to ask it. 

8 A. I mean, ratepayers are getting nearly 

9 the full benefit of that taking place in '09. It is 

10 a tremendous reducti o n in base rate which we were 

11 able to capture almost 100 percent of for customers. 

12 So, no, I don't know what other benefits ratepayers 

13 would derive from this. It is being flowed through 

14 from a regulatory accounting perspective exactly as 

15 the practice would intend. 

16 Q. Very good. I'd ask, were the bonus 

17 depreciations, was it just for the Smart Grid 

18 investment that we talked about, or did that amount 

19 include solar and plug-in hybrids also? 

20 A. No . I'm sorry. I have confused you. 

21 The bonus depreciation has to do with the change in 

22 tax rate, tax depreciation rate for other 

23 investments. The driver o f that benefit is West 

24 County, the West County units tha t we're placing in 

25 service that will begin t o be depreciated in 2009. 
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1 That's where we're getting this monetary benefit 

2 that is flowing through rates by virtue of the 

3 higher accumulated deferred tax balances. 

4 The Smart Grid investments are not being 

5 reflected, neither the costs nor any future receipt 

6 of grants are being reflected in this rate request. 

7 And then that does leave the other item, 

8 which is the grant or traditional ITC benefits from 

9 stimulus bill that would, that we would be able to 

10 take advantage of related to our solar, or any 

11 renewable investment, but for us it is largely the 

12 solar investments that are I'm sorry. No, there 

13 is wind, there's wind that is coming up too. 

14 And those are reflected also in this 

15 filing. I made a change in KO-16 to reflect 

16 movement of those ITC dollars out of base rate and 

17 into clause. And we deliberated a bit on this. Let 

18 me find the item number for you. 

19 It is 18. It is number 18 on KO-16. 

20 And what we did there is pulled out $58 million 

21 worth of ITC that we had reflected in capital 

22 structure that is being generated solely from these 

23 renewable investments. The costs associated with 

24 those renewable investments are being recovered from 

25 customers through the environmental clause. 
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1 So we felt it important to give this 

2 significant credit benefit back to customers in the 

3 place where they were paying for the investment 

4 itself. So we made an adjustment to move that out 

5 of base and it will be rolled into the clause 

6 recovery request. 

7 Q. And that was for the solar? 

8 A. Well, that is for investment tax credits 

9 that are newly, that are being provided newly from 

10 this stimulus bill, you know, regulation change. 

11 I'm sorry? 

12 (Brief pause.) 

13 Q. Ms. Ousdahl, are you ready to answer 

14 questions or are you looking through --

15 A. No. I was finished. I'm sorry. 

16 Q. Okay. I know you said that Ms. Santos 

17 knows a lot about the Smart Grid investment, but are 

18 there any adjustments on your KO-16 that deal with 

19 the Smart Grid investment? 

20 A. No, there are not. 

21 Q. Can you tell me how that is going to 

22 benefit ratepayers, the Smart Grid investment? 

23 MR. BUTLER: I'm sorry. Lisa? 

24 MS. BENNETT: I'm probably saying that 

25 incorrectly. Yes, John. 
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1 MR. BUTLER: When you say "the Smart 

2 Grid investment," just hopefully to add some 

3 clarity and not further confusion, but as 

4 discussed in Ms. Santos' testimony I think 

5 primarily, the company has obviously a 

6 substantial investment in the Smart Grid, the 

7 AMI program that is reflected in the test 

8 year. 

9 If there are additional Smart 

10 Grid-related investments to be made then the 

11 credits that FPL, or the grants that FPL has 

12 applied for with DOE are to help defray the 

13 cost of some of those future investments. And 

14 so I just want to be sure we keep clear and 

15 that you are clear and we're clear on which 

16 parts you are asking about. 

17 MS. BENNETT: Okay. John, the Smart 

18 Grid investment grant program, the 

19 applications that you have made, and maybe 

20 Ms. Ousdahl can answer, are those reflected in 

21 KO-16, the expectation to receive grant money? 

22 THE WITNESS: No, nor are the costs of 

23 those programs themselves reflected anywhere 

24 in our base rate filing. So we have some 

25 programs that we might have been able to avail 
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1 ourselves of grant money, and that's I think 

2 what you might be referring to, which are some 

3 of the AMI costs that are in the base rate 

4 filing. We're not seeking grant monies to 

5 defray those costs that are in the base rate 

6 filing. 

7 As I understand it, our grant filing 

8 will only be for projects that we will incur 

9 incremental investment associated with and for 

10 which we're then going to seek offsetting 

11 recoveries from DOE grant money. 

12 BY MS. BENNETT: 

13 Q. But isn't economic stimulus money 

14 available for the AMI program? 

15 A. That would be a question witness Santos 

16 is going have to if you want to drill into the 

17 details, she will have to help you with that. 

18 Q. Okay. Likewise, and you will probably 

19 have to explain again, the plug-in hybrids, I 

20 understood that there was grant money available for 

21 the plug-in hybrids; is that correct? And is FPL 

22 availing itself of that? 

23 A. I understand there is grant money 

24 available for plug-in electric vehicles. I likewise 

25 understand that we have included no costs associated 
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1 with plug-in electric vehicles in our base rate 

2 filing; therefore, we have not included a forecast 

3 with offsets to those costs. 

4 Q. Okay. 

5 A. It is completely outside of the base 

6 rate filing request. 

7 Q. Okay. Next I want you to turn to staff 

8 interrogatory number 138 in FPL's response. 

9 A. Okay. I'm there. 

10 Q. I think you probably told me that this 

11 is reflected in KO-16, but let me make sure. Has 

12 FPL quantified the total amount of the potential 

13 benefits from this particular grant program? And, 

14 if so, where would I see that? 

15 A. Yes, we have quantified the benefits 

16 associated with additional ITC associated with our 

17 renewables investment, and we did make an adjustment 

18 in KO-16. That is the adjustment we were just 

19 speaking about, number 18. And so we've made an 

20 adjustment to remove that estimated balance of ITC 

21 out of the base rate filing and into -- we will be 

22 including that as a benefit in the clause filing. 

23 Q. Okay. I'm going to ask you to turn to 

24 your response to interrogatory number 139. 

25 A. And I'll warn you this is not one that I 
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1 sponsored. 

2 Q. Oh, okay. Who sponsored this exhibit? 

3 A. Treasury, engineering construction --

4 that's Treasury. 

5 I think this was largely our Treasury 

6 group, witness Pimentel. I am pretty much not 

7 knowledgeable at all about federal loan guarantees 

8 associated with nuclear investments. 

9 Q. Okay. 

10 A. That would be a stretch for me. 

11 Q. All righty. How about interrogatory 

12 number 143, did you sponsor that one? 

13 A. Yes, that is my interrogatory. 

14 Q. Okay. And would you agree that FPL New 

15 England Division is a non-Florida utility investment 

16 that does not indirectly or directly benefit Florida 

17 ratepayers? 

18 A. Yes, I agree that FPL-NED division is a 

19 utility regulated by FERC, but it is not an 

20 operation that is regulated or providing benefits in 

21 the Florida service area. 

22 Q. Are there any incremental risks to FPL 

23 retail customers from the regulatory treatment of 

24 FPL-NED? 

25 A. I believe you are asking me if the way 
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1 that I am reflecting the impact of NED in our base 

2 rate filing impacts the retail customer? 

3 Q. Yes, ma'am. 

4 A. The answer to that is a clear no. We 

5 take out all revenue, all costs associated with NED 

6 using a jurisdictional separation factor of zero in 

7 kind of a mirrored approach to what we would for any 

8 wholesale regulated operation or investment. So it 

9 is entirely removed from consideration in the case. 

10 Q. Are FPL ratepayers responsible for any 

11 of the costs incurred on behalf of FPL-NED? 

12 A. No, they're not. 

13 Q. It is my understanding FPL intends to 

14 transfer ownership of FPL-NED to a separate 

15 corporate entity; is that correct? 

16 A. I understand we have committed and are 

17 in the process of endeavoring to do so. 

18 Q. Do you know when that will occur? 

19 A. I am not individually involved in that 

20 process, but I do understand that they're targeting 

21 a mid-2010 completion date for all aspects of the 

22 transfer, including all of the many regulatory 

23 approvals that are required. 

24 So, again, that is not a commitment on 

25 the part of the company because we don't have 
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1 absolute control. It is subject to regulatory 

2 approval, but I believe that is the current estimate 

3 of timing. 

4 Q. Is there another FPL witness who could 

5 give me a firmer answer and is more familiar with 

6 this? 

7 A. I don't believe there is. 

8 Q. Okay. Fair enough. Were any deferred 

9 taxes created when FPL made the investment in 

10 FPL-NED? 

11 MR. BUTLER: Lisa, I'm sorry, before 

12 you go, I just want to be sure it is clear 

13 here. If need be, Ms. Ousdahl can testify to 

14 and we can get you additional information on 

15 the specifics of the process. But what is 

16 uncertain about the timing is the fact that 

17 there is a lot of, a lot of that process is 

18 tied up in getting approvals from various 

19 agencies that don't necessarily have 

20 timetables associated with them. 

21 So nobody is going to be able to 

22 provide a timetable for it with any more 

23 particularity. But Ms. Ousdahl could provide 

24 additional specifics if you need them on the 

25 process that is being undertaken. 
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1 MS. BENNETT: I think that would be a 

2 good idea to include that as a late-filed 

3 exhibit. I intend to include this deposition, 

4 if I don't get any objections into the record, 

5 so I think that would be helpful. 

6 MR. BUTLER: Okay. 

7 MS. BENNETT: Let's call that 

8 late-filed Exhibit 1. And what should we call 

9 it besides late-filed Exhibit 1? 

10 MR. BUTLER: How about Process for 

11 Transferring FPL-NED to Separate Entities? 

12 MS. BENNETT: Would that include a 

13 timeline? 

14 MR. BUTLER: Yes, it will have the 

15 estimated timeline in it. 

16 MS. BENNETT: Okay. 

17 MR. BUTLER: I am just reluctant to put 

18 timetable in the title because really, you 

19 know, for the reasons I've said, we can't give 

20 a precise timetable, but we will include the 

21 estimates of that. 

22 MS. BENNETT: Okay. 

23 (Late-Filed Deposition Exhibit 1 to 

24 be marked for identification.) 

25 II 
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1 BY MS. BENNETT: 

2 Q. Okay. Let's go back to the question. 

3 Were any deferred taxes created when FPL made the 

4 investment in FPL-NED? 

5 A. I am not at all familiar with the 

6 accounting for the acquisition itself. I have 

7 certainly looked at the financials of NED currently 

8 and they have been provided in response to 

9 interrogatories. I know that I believe the trial 

10 balance for NED was provided, and so they are 

11 generating deferred taxes as they invest in 

12 depreciable plants. But it is, you know, a $20 

13 million business in terms of equity, so it can't be 

14 a significant amount. 

15 Q. Okay. Your answer is probably going to 

16 be the same to this next question about the ITCs 

17 available. Were any ITCs available to FPL? 

18 A. I do not know. 

19 Q. How about customer deposits relied upon 

20 by FPL when it made the investment in FPL-NED? 

21 A. It is not a retail business. 

22 Q. Okay. Was a pro rata adjustment made 

23 over all sources of capital or only over investor 

24 sources of capital for FPL-NED? 

25 A. NED was eliminated from or reconciled 
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1 from capital structure rate base using a pro rata 

2 method. See, it is important to note -- and we 

3 would do that, we would use that method for any 

4 wholesale reconciliation item. 

5 It is important to note NED is 

6 regulated, it is regulated by FERC. It utilizes the 

7 FPL balance sheet in effect for setting rates based 

8 on the FPL cost accounting. So it is entirely 

9 appropriate I think from many perspectives to use a 

10 pro rata method to eliminate NED. 

11 Q. I'm going to explore a little bit this 

12 FPL Fuels consolidation and the accounting 

13 treatment. And I think that is page 28 of your 

14 testimony. I'm using the incorrect terminology, I 

15 think. It is FPL Fuels, Inc., that is being 

16 consolidated into FPL; is that correct? 

17 A. Yes. 

18 MR. BUTLER: You are talking about 28 

19 of the direct testimony? 

20 MS. BENNETT: 28 of the direct 

21 testimony. 

22 MR. BUTLER: Okay. Thank you. 

23 BY MS. BENNETT: 

24 Q. And I think it continues on to page 29, 

25 line 19. I'll give you a couple of minutes to 
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1 review it because I'm just going to ask for you to 

2 explain it to me. 

3 A. I think I can go ahead and talk you 

4 through it. 

5 Q. You are braver than a lot, then. I do 

6 need you to explain in detail the proposed 

7 adjustment to add a net capitalized fuel lease to 

8 rate base. 

9 A. Okay. Let me try to walk you through 

10 it, and if at any time you want to speed me up or 

11 slow me down, just kind of signal me. 

12 Q. Okay. 

13 A. Evidently back in the late '70s the 

14 company structured a wholly-owned legal entity 

15 subsidiary, St. Lucie Fuel Company I guess was the 

16 original name, for the purpose of going out and 

17 acquiring the nuclear fuel and then selling it to 

18 the utility for its nuclear plant operations. 

19 That -- I'm sorry. Yeah, did I say selling it? I'm 

20 sorry, John. Leasing it. Thank you for correcting 

21 me. 

22 So the origins of that structure were 

23 intended to take advantage of what was then a very 

24 common, I believe, set of accounting rules that 

25 provided no impediment to what we all knew then as 
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1 off-balance sheet financing. So you could set up an 

2 entity and it could be wholly-owned and operating 

3 and the utility in this case could be supporting all 

4 of the risks associated with the operation of that 

5 entity, but you could still keep the operations and 

6 all its assets, liabilities, et cetera, off of the 

7 consolidated financial reports of the first entity, 

8 in this case the utility. And that's the structure 

9 we set up. It provided for a minimal cost 

10 associated with acquiring the fuel. 

11 The FPL Fuels, Inc. would issue 

12 commercial paper. So at very low rates they could 

13 secure the fuel. They then turned around and leased 

14 those to the utility for its use in its nuclear 

15 plants. And that continued quite nicely. I guess I 

16 should say the way those costs were reflected in 

17 rates, there was no base rate impact during that 

18 time for customers. All of the costs associated 

19 with leasing that fuel were wrapped up into this 

20 operating lease payment and that flowed through the 

21 fuel factor. And the operating lease payment was 

22 really it's true cost of the fuel in all stages and 

23 then it included a very small interest cost 

24 associated with the commercial paper that was 

25 utilized to finance the acquisition of the fuel. 
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1 So what happened is the off-balance 

2 sheet structure changed, as we all know, for many 

3 reasons, and in I guess it was 2003/2004 timeframe, 

4 the financial standards, the accounting standards 

5 setters came out with a new financial interpretation 

6 that would prohibit what they call under the 

7 standard variable interest entities from being 

8 unconsolidated if the primary entity was bearing the 

9 risks associated with those secondary wholly-owned 

10 subsidiaries. 

11 So in our case because we guarantee the 

12 operations, and specifically speaking to debt 

13 associated with the paper issuances of that fuel, we 

14 began to have to consolidate its operations into our 

15 financial reporting. So beginning after the passage 

16 of the implementation date of that new standard, 

17 when you looked at the financial statements of FPL 

18 today on its balance sheet, you see the complete 

19 investment in fuel, that is an investment truly of 

20 FPL Fuels, Inc., that has to be consolidated into 

21 FPL Utility. And you see all of the obligations 

22 associated with the debt, et cetera. 

23 Q. Okay. And I want to make sure I 

24 understand it. FPL Fuels, Inc., is a subsidiary of 

25 FPL; is that cor r ect ? 
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1 A. It is. 

2 Q. On line 12 of your testimony you mention 

3 carrying costs regarding the current treatment of 

4 nuclear fuel leases. Can you explain what those 

5 carrying costs are? 

6 A. Yes. What I'm referring to is the 

7 commercial paper interest cost that is now being 

8 reflected as a part of our lease cost to the utility 

9 that is being recovered through fuel. So, again, 

10 when we look at our, when we do a fuel cost filing 

11 and you see the cost associated with nuclear fuel, 

12 it reflects the expense, which is the amortization 

13 of the fuel that we're going to use in the reactor 

14 for a year, and it includes a little bit of 

15 administrative costs associated with the structure 

16 and the interest costs themselves associated with 

17 issuing the commercial paper that supports the 

18 purchase of that fuel. That will go away because we 

19 will dissolve FPL Fuels, Inc., and we will be 

20 procuring fuel ourselves as a utility for use in our 

21 operation. 

22 Q. Okay. 

23 A. There is no longer a benefit to the FPL 

24 Fuels, Inc. entity and structure. 

25 Q. I would like for you to kind of compare 
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1 the current treatment through the fuel clause to the 

2 proposed adjustment FPL is making to include it in 

3 the rate base on the effect on customers' bills. 

4 Can you walk me through that? 

5 A. Well, I'll never be able to get you to a 

6 bill impact, no. But we have a great interrogatory 

7 that we answered for somebody that shows base rate 

8 and clause costs in '010 and '011 with and without 

9 the lease. And I don't have it in front of me. But 

10 essentially I touched on it. There were no base 

11 rate impacts on nuclear fuel acquisition and use in 

12 the reactors while we have the lease co in place. 

13 All costs associated with fuel today are 

14 wrapped up into the lease payment that we make to 

15 FPL Fuels, so it includes the amortization of fuel 

16 costs itself in the form of expense and the interest 

17 and the administrative fees. 

18 And tomorrow, in 2010, once the 

19 structure is dissolved, there will be a base rate 

20 cost. And that cost is approximately $40 million of 

21 overall embedded return that will be borne by 

22 ratepayers by virtue of the fact that we have to 

23 place this investment in rate base, just as we would 

24 have if the lease co had never been developed. 

25 Falling back to what, you know, the regulatory 
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1 ratemaking would have looked like if we had never 

2 implemented this structure. 

3 Q. I think I know exactly where that 

4 brilliant response is. It is your response to 

5 question number 191 from staff, and I'm going to go 

6 ahead and ask you to turn to it. 

7 A. I don't know if we pulled it. Was it on 

8 your list? 

9 Q. I believe it was. 

10 A. Staff 191? We can pull it pretty 

11 quickly. We must have missed it if it was on your 

12 list. I just recall seeing it in review. 

13 Q. And I apologize. It may not have been 

14 on the list. I thought I included everything that 

15 staff asked me to, but. 

16 MR. MOYLE: While she's pulling that, 

17 you had asked her the question if this was a 

18 subsidiary corporation and she said of FPL. 

19 John Butler, is FP&L the regulating 

20 utility or FP&L Group of which it was a 

21 subsidiary? 

22 THE WITNESS: It is the utility. 

23 MR. BUTLER: It is the utility. It is 

24 actually under FPL. It is FPL Utility. 

25 MR. MOYLE: Thank you. 
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1 MS. BENNETT: Let's take a five-minute 

2 break while you are looking for 191. 

3 MR. BUTLER: Fair enough. 

4 (Brief recess.) 

5 MS. BENNETT: We're back on the record. 

6 BY MS. BENNETT: 

7 Q. You stated earlier, I believe, that 

8 under the current treatment of nuclear, the nuclear 

9 lease, FPL uses a, is it a commercial paper rate to 

10 procure the nuclear fuel? 

11 A. FPL Fuels, Inc., issues commercial paper 

12 to then allow them to purchase the fuel to lease to 

13 FPL Utility. 

14 Q. And then part of that lease payment 

15 would be the repayment to FPL Fuels of the 

16 commercial paper rate; is that correct? 

17 A. That's correct. What we pay them 

18 through the lease cost is the expense associated 

19 with the amortization of the fuel and reactor and an 

20 interest cost and an administrative cost. 

21 Q. Okay. When we change to this, assuming 

22 we change to this new rate structure where the 

23 nuclear fuels become part of base rates, will the 

24 customers receive the benefit of the lower 

25 commercial paper rate relative to other sources of 
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1 capi tal? 

2 A. No. Again, the lease co goes away. The 

3 only reason we were able to secure financial support 

4 for a significantly sized long-life asset like the 

5 acquisition of fuel, is because we had this unique 

6 structure where they could issue, you know, a low 

7 rate kind of short-term debt like commercial paper 

8 to support the acquisition of the fuel. We will not 

9 be able to do that and are not effectively doing 

10 that today from the standpoint of the change in the 

11 accounting rule. 

12 Q. Okay. 

13 A. We are issuing the paper and we're 

14 paying that cost through the fuel clause because the 

15 structure has continued, but in effect, and, again, 

16 this is sort of where Armando Pimentel and I have to 

17 pair up on this issue, from the standpoint of others 

18 looking in and evaluating our creditworthiness, they 

19 consider the commercial paper and all the assets and 

20 liabilities of FPL Fuels, Inc., a part of our 

21 consolidated balance sheet. 

22 Q. I think you touched on it a little bit, 

23 but staff is kind of scratching their head, mainly 

24 me, saying it just sounds like an accounting change 

25 in the financial accounting, and so why do customers 
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1 lose that benefit of the great commercial paper rate 

2 that FPL Fuels, Inc., was able to procure? Why? 

3 A. I believe the easiest way to think about 

4 it is that the customer is getting the cheaper rate, 

5 but the company is financing it at its overall cost 

6 of capital. And so if we reflect it appropriately 

7 post-lease structure in base rate, it will be 

8 financed at our overall weighted cost of capital. 

9 But, again, I'm running into terri tory that's really 

10 witness Pimentel's from the financial aspects of 

11 this. I'm really covering the accounting and the 

12 company adjustment itself. 

13 Q. Okay. This one may be Mr. Pimentel's 

14 also, but I'll ask it and you can tell me to ask 

15 him. Is the adjustment going to be rate neutral? 

16 A. No. Clearly not. What is on the 

17 interrogatory you were able to point me to, 191, it 

18 shows the impact of the lease structure versus FPL 

19 owned fuel, and there is an approximate $40 million 

20 difference in 2010. And, again, that is due to the 

21 difference of the fuel being financed via commercial 

22 paper under the lease structure versus being borne 

23 by the FPL Utility at its overall cost of capital, 

24 as any other asset would be in base rate. 

25 Q. I've talked about if the Commission 
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1 approves FPL's proposed treatment; but if the 

2 Commission denies FPL's proposed treatment, what 

3 costs would FPL have to absorb? 

4 A. I think that's a Pimentel question on 

5 two fronts. I can't tell you what the company is 

6 going to do if it is denied. And I think the 

7 question really goes to sort of that cost of capital 

8 aspect of this. So I'm going to have to hand that 

9 off to him. 

10 Q. And would you agree with me that 

11 regulatory accounting can differ from financial 

12 accounting? 

13 A. We much prefer that it does not. There 

14 are really good reasons from the standpoint of the 

15 practice of regulatory accounting to apply FASB 71 

16 and utilize GAAP accounting as much as is possible 

17 and practical, because if you defer, or, you know, 

18 if you diverge, I should say, from generally 

19 accepting accounting principles you end up with two 

20 sets of books and it can be very hard to master sort 

21 of the understanding of what is happening in the 

22 regulated entity, both from a regulatory perspective 

23 and from the standpoint of users of the financial 

24 statement. So there is a general preference not to. 

25 Q. But if the Commission were to do that, 
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1 would a regulatory asset be created, or is that 

2 Mr. Pimentel? 

3 A. Well, explain to me -- I should be 

4 answering the accounting question. That sounded 

5 like an accounting question, but I was concerned 

6 about the predicate of the question. You said if 

7 something, and I apologize, I got lost. 

8 Q. I'm sorry. If the Commission denies 

9 FPL's proposed treatment of the nuclear fuel, would 

10 there be a regulatory asset created? 

11 A. No. No. If the Commission denies our 

12 treatment and dissolve FPL Fuels, Inc., we're going 

13 to be capitalizing this nuclear fuel on our balance 

14 sheet because that is what we must do from a 

15 generally accepted accounting principle standpoint. 

16 And instead you would simply be disallowing recovery 

17 of the return on that investment. That would be my 

18 proposition. But then in effect we're not 

19 recovering that full cost today. 

20 This filing simply recognizes the cost 

21 is being incurred and we need to be recovering that 

22 through base rate. 

23 Q. One final question. I think it is one 

24 final question on this topic. Can you cite any 

25 regulatory policy, any Commission orders that would 
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1 support your adjustment? 

2 A. Yes. As I said, if FPL Fuels, Inc. had 

3 never been set up, this is exactly the way rates 

4 would treat our investment in nuclear fuel. This is 

5 not new and it is not novel. It is no different 

6 than any other capital cost reported on our balance 

7 sheet. This happens to be recorded in 120 point 

8 dot, dot, dot versus 107 or 101 or any other. But 

9 it is entitled to earn the overall weight of cost of 

10 capi tal. 

11 Q. Okay. I'm going to have you turn your 

12 attention to, there is a response by FPL to South 

13 Florida Hospital and Healthcare Association's fifth 

14 set of interrogatories, number 237. And I sent that 

15 list of documents to you this morning, so I hope you 

16 have had a chance to pull it. 

17 A. I do. 

18 Q. The response states: "Customers will 

19 receive the benefits associated with the SNF 

20 settlement through future rates. These reductions 

21 were forecasted in 2009 as achieved so current plant 

22 and depreciation expense reflects FPL's estimate of 

23 those settlement dollars received." Is that 

2 4 correct? 

25 A. Yes. The portion o f the answer that you 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001624 



67 

1 are reading from, yes. These reductions that you 

2 are referring to are I'm going back to just make 

3 sure I reread this. 

4 Q. Yeah, if you will take a minute to 

5 reread it, I'm going to ask you what you mean by the 

6 phrase "as achieved." 

7 A. Okay. I'm looking at the response. It 

8 is referring to the cash payment we received this 

9 spring, which related to costs that we incurred from 

10 2007 prior. Okay. And would you mind repeating 

11 your question? 

12 Q. What is meant by the phrase "as 

13 achieved" in the second sentence? 

14 A. I believe what we were trying to 

15 articulate is that for the $77 million in costs that 

16 were received, we recorded the equivalent, the 

17 essential equivalent of the 2008 and prior expenses 

18 in our 2009 forecast. 

19 So, in other words, through 2009 we had 

20 essentially estimated very, very accurately the 

21 benefits that were going to be received for the 2008 

22 and prior costs. What this response is going on to 

23 talk about then are the future expenses that will be 

24 incurred and how those will reflected in rates, and 

25 those future expenses we've reflected in KO-16 on 
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1 lines, well, items 3 and 4. 

2 Q. Okay. 

3 I think I heard you tell me that it was 

4 77 million, but let's go ahead and say, tell me what 

5 is the amount of the settlement for the spent 

6 nuclear fuel included in the MFRs in this case for 

7 each of the years 2009, 2010, and 2011? 

8 And when you are answering, I would ask 

9 that you break these amounts down by rate base and 

10 net operating income, if you can for me. 

11 MR. BUTLER: And, Lisa, just to 

12 clarify. For the rate base you are looking at 

13 what additional reduction in rate base will be 

14 forecast, so that, for example, if you receive 

15 a settlement that is related to capital in 

16 2008, you are going to see that reduction in 

17 2009 and '10, et cetera; but you are not 

18 asking about that carryforward, you want to 

19 know about what is additional in 2010 and 

20 2011? Do you understand what I'm trying to 

21 distinguish? 

22 MS. BENNETT: Give me just a minute. 

23 Okay? 

24 MR. BUTLER: Okay. And you understand 

25 the, sort of the complexity there. You have 
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1 an effect that carries forward, a settlement 

2 from prior years, and there is also the 

3 question of what, if anything, there is for 

4 the, you know, was actually an adjustment to 

5 that year specifically for the year. 

6 (Discussion off the record.) 

7 MS. BENNETT: Let's go back on the 

8 record. 

9 John, I think I understood what you 

10 were explaining to me. 

11 BY MS. BENNETT: 

12 Q. I just want to start by finding out how 

13 much has been recorded in the MFRs for the 

14 settlement and where was that recorded, the original 

15 settlement? Am I asking it correctly? 

16 A. Yes. We estimated in 2009 in the MFRs 

17 through the forecast receipt of amounts for O&M and 

18 capital related to '08 and prior costs. I think 

19 that's what you are asking me. 

20 Q. Yes, ma'am. 

21 A. Okay. And in our forecast of receipts 

22 in '09, so offsets in '09, we have an expense amount 

23 of $9 million. That we forecasted in '09 that we 

24 would receive $9 million in O&M reductions for '08 

25 and prior related spent nuclear fuel -- I'm sorry, 
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1 spent storage-related costs. Okay? 

2 Q. Okay. 

3 A. We likewise forecasted a $85 million 

4 reduction in capital, and that was in the forecast 

5 for' 09 also; related, likewise, to 2008 and prior 

6 incurred costs. 

7 Q. Okay. 

8 A. And it will hopefully comfort you to 

9 know that if you compare those forecasted amounts of 

10 O&M and capital we reflected in the '09 forecast as 

11 reductions, with the amounts we actually recorded 

12 this spring for both the amounts we received and 

13 expect to receive related to '08 and prior, they are 

14 within a million, $1.4 million of each other. It, 

15 in essence, reflected the full offset in our '09 

16 forecast for '08 and prior receipts from the DOE. 

17 Q. Okay. Now, can you carry that forward 

18 to 2010's forecast? 

19 A. Yes. What we attempted to do then when 

20 we were preparing KO-16, and I'm going to reach 

21 down oh, it is right here in front of me. We 

22 then reflected for all parties an update associated 

23 with the cumulative effects of the '010 expected 

24 receipts and the' 011 expected receipts, and we 

25 reflected those in items 3 and 4 on KO-16. 
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1 So what those represent are the revenue 

2 requirement impacts of almost full recovery. I 

3 mean, the DOE does not give us 100 percent, they 

4 have shaved a few things, and we've tried to 

5 anticipate the small dollar reductions. But it is 

6 nearly 100 percent recovery that we expect of our 

7 cumulative '09 and '010 costs and then our '011 

8 cumulative impacts on a revenue requirements basis. 

9 So the O&M offsets and the capital offsets 

10 translated for you into a revenue requirement view. 

11 Q. So in items I think you said 3 and 4 on 

12 your KO-16, yo u have it reflected as revenue 

13 requirements, and I'm trying to see if you've got 

14 them broken down into O&M and capital also. Did you 

15 do that by year? 

16 A. We reflected instead a net operating 

17 income view, yes. Yes. The net operating income 

18 view, if you look on item 3 of 7,022,000 in 2010 , 

19 that is our 20 10 expected receipt of DOE settlement 

20 dollars for O&M occurred in that period, net of 

21 participants' share, et cetera. O&M and 

22 depreciation. 

23 Q. In then 2011 it would be 7,892,000? 

24 A. That's correct. 

25 Q. In 2009, you also have a category called 
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1 capital. Are there capital effects for 2010 and 

2 2011? I don't see those. 

3 A. You are confusing me about your 

4 reference to 2009. Did I hear you correctly? 

5 Q. Yes. I guess my notes, I showed that 

6 you had booked 9 

7 A. Oh, oh. Oh, the 9 million that we 

8 reflected as a reduction in 2009. That's O&M 

9 received from the DOE related to 2008 and prior -- I 

10 recognize this is confusing -- that we reflected in 

11 the forecast in 2009 because we received it and 

12 expect to receive it in 2009. 

13 Q. But I thought you said something about 

14 85 million in capital als o in 2009. 

15 A. That's correct. That relates to the 

16 receipt or it was what we anticipated would be 

17 received in '09 for all the capital related 

18 recoveries for '08 and prior. And as I said, the 

19 sum of those items in the '09 forecast, O&M and 

20 capital almost miraculously tied to our recorded sum 

21 for 2008 and prior of O&M and capital items. Again, 

22 I mentioned it was about $1.4 million difference. 

23 Q. Okay. I'm being told that we need the 

24 O&M broken down by -- I'm sorry. 

25 In your KO-16, on number 3 you state: 
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1 "The adjustment is an increase in pretax NOI 

2 resulting from a decrease in operating expenses 

3 (O&M, property taxes and depreciation expense) on 

4 $7,022,000." 

5 A. Correct. 

6 Q. Can you break that 7,022,000 into the 

7 separate categories, O&M, property taxes and 

8 depreciation expense? 

9 A. Yes. 

10 Q. Would you do that for us? 

11 A. Sure. And you are likewise getting a 

12 schedule today that will show this, as I understand 

13 it, we've prepared a late-filed exhibit associated 

14 with Art Stall's deposition, and I'm reading right 

15 off of that. 

16 Q. Excellent. 

17 A. You will get that. I think it is due to 

18 you today. The O&M -- the 2010 O&M net of 

19 participant share, you know we have that little Port 

20 St. Lucie participation agreement of 15 percent, so, 

21 for Unit 2, so it is 6.1 million. The property 

22 taxes is 110. 

23 Are these millions? 

24 Can we mute for just one second? 

25 Q. Yes, ma'am. 
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1 (Brief pause off the record.) 

2 THE WITNESS: The 6.1 million in O&M 

3 net of participant share, 110,000 of property 

4 taxes, and it is 756,000 depreciation expense. 

5 BY MS. BENNETT: 

6 Q. You said 758,000? 

7 A. 756,000. Those should sum to the 

8 7,022,000. 

9 Q. And you say the late-filed deposition, 

10 that is what you reading from? 

11 A. I am reading from an exhibit we're 

12 sending you, yes, associated with Art Stall's 

13 late-filed Exhibit 2. 

14 Q. Does he also have the 2011? 

15 A. Yes. 

16 Q. Let's go ahead and get that too. 

17 A. Okay. It is 5.4 million in O&M, 940,000 

18 in taxes, and 1.561 -- 1,561,000 in depreciation 

19 expense. It should add to 7.9 million. 

20 Q. Will Mr. Stall's late-filed exhibit to 

21 the deposition include that breakdown for item 

22 number 4? 

23 A. What we've got on this piece of paper is 

24 the capital expenditures. It did not translate it 

25 to a revenue requirement view. In other words, you 
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1 know, on rate base, it is a 13-month average. 

2 Q. Right. 

3 A. So what we showed on the late-filed 

4 exhibit was the absolute values of expenditure in 

5 capital for those periods. We did not show the 

6 translation to 13-month average views. We could add 

7 that if that would be helpful, if it hasn't already 

8 gone out, which 

9 Q. How about let's make it a late 

10 instead of worrying about adding it to Art Stall's 

11 late-filed, if you will just add that as a 

12 late-filed Exhibit Number 2 to your deposition. 

13 A. All right. 

14 Q. I know staff is anxious to get -- to 

15 look at some of this information. 

16 (Late-Filed Deposition Exhibit 2 to be 

17 marked for identification.) 

18 MS. BENNETT: So that would be 

19 late-filed Exhibit Number 2, and what should 

20 we call that, John? 

21 MR. BUTLER: You are looking for the 

22 13-month average on DOE reimbursements for 

23 2010, 2011? Is that what we're --

24 MS. BENNETT: Yes. 

25 MR. BUTLER: Okay. 
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1 BY MS. BENNETT: 

2 Q. I'm being asked the first set of numbers 

3 for the 2009, the 9 million that you mentioned and 

4 the 85.0 million capital, those are already in the 

5 MFRs, correct? 

6 A. They are. They were in the original 

7 forecast. 

8 Q. Okay. I want to ask you to turn now to 

9 aviation. And you filed a response to OPC's 

10 interrogatory number 22. 

11 A. We'll pull that real quickly here. 

12 Q. Okay. 

13 A. Okay. I've got 22 in front of me. 

14 Q. Did you sponsor that response? 

15 A. I did. 

16 Q. Does FPL compare its cost of aviation as 

17 shown in FPL's response to OPC's interrogatory 

18 number 22 to exclusive use of commercial air travel? 

19 A. I will need you to define exclusive use 

20 of air travel and explain to me what you mean by 

21 comparing it. 

22 Q. Well, let's start with exclusive use of 

23 commercial air travel, meaning FPL is the only one 

24 to use that commercial air travel. 

25 They're telling me like if I fly and we 
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1 only use --

2 MR. BUTLER: Exclusively using 

3 commercial aviation? 

4 MS. BENNETT: Thank you. Commercial 

5 aviation. 

6 THE WITNESS: And you are asking me not 

7 about this response, you are asking me do I 

8 compare these costs to what those costs would 

9 be if the flights were flown commercially? 

10 MR. BUTLER: If all of FPL's flying was 

11 done commercially, is that the comparison 

12 you're wanting to make? 

13 MS. BENNETT: Yes. I would like for 

14 you to compare it, yes. 

15 THE WITNESS: No, I do not perform that 

16 comparison. 

17 BY MS. BENNETT: 

18 Q. Can you explain why you did not? 

19 A. Yes. I'm not in any way responsible for 

20 a decision about whether or not the company should 

21 operate a corporate aviation operation for service 

22 for the utility and for adjunct service for our 

23 parent and for the affiliates. Those are decisions 

24 made corporately. 

25 Witness Bennett would be the individual 
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1 you would have to talk to about those decisions and 

2 any comparable cost analysis that went into that. I 

3 am simply responsible for providing you information 

4 about the cost of the service that we do provide and 

5 the affiliate billings, which is what is reflected 

6 here. 

7 Q. And that witness Bennett would be no 

8 relation to Lisa, correct? 

9 A. I don't believe so. 

10 Q. Okay. Let's talk about FPL Energy 

11 Services, Inc., if you are familiar with them. Do 

12 they provide services for customers of FPL? 

13 A. Yes, I believe they do. 

14 Q. What type of services? 

15 A. Would you give me just a second? I've 

16 got a little sheet that I need to refer to because I 

17 certainly don't have all of that memorized. 

18 Q. Okay. 

19 A. I had my head on aviation and you kind 

20 of threw me for a loop there. Give me just one 

21 second. 

22 Q. All right. 

23 A. I can't find my backup sheet, so I'm 

24 going to have to talk from memory, which will 

25 probably not be as complete or comprehensive. 
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1 Q. Okay. 

2 A. But FPLES provides a number of services 

3 to retail and commercial customers, and they provide 

4 those services both inside and outside of the 

5 Florida, State of Florida, as I understand it. 

6 They're in the business of marketing natural gas. 

7 They're in the business of marketing certain 

8 appliance protection programs. They're in the 

9 business of marketing gosh, I don't have my list, 

10 and I'm not an expert on FPLES. 

11 Q. Well, let me do this, let's jump to some 

12 other questions and then perhaps because if you can 

13 have someone -- because I have quite a few questions 

14 on FPLES. And if you could find your backup sheet 

15 and then also you might have to refer me to another 

16 witness and that's okay. But can we move on to some 

17 other questions and come back to FPLES? 

18 A. Yes. Let me just tell these guys what I 

19 need to get. Let's take one moment. 

20 MS. BENNETT: Let's take like a 

21 three-minute break. 

22 THE WITNESS: That would be great. I 

23 may be able to lay my hands on it if I have 

24 just a second. 

25 (Brief recess. 
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1 MS. BENNETT: Let's go back on the 

2 record. 

3 BY MS. BENNETT: 

4 Q. So we're talking about FPL Energy 

5 Services, and you stated that they provide services 

6 for the customers of FPLi is that correct? 

7 A. Yes. 

8 Q. And we talked about the type of services 

9 they provide, and you said one of them was surge 

10 protection? 

11 A. Yes. We have a -- they have a product 

12 called power surge insurance designed for 

13 residential customers for, compensating them for 

14 repairs or losses of electrical appliances that are 

15 resulting from lightning strikes or power surges. 

16 Q. What other services? 

17 A. They provide connect services, which if 

18 we have a customer that is moving in new to the 

19 service area they will help them connect with local 

20 and long-distance service providers, cable services, 

21 and newspaper services. 

22 They provide a business-to-business 

23 service for Miami He ra ld billing, which gives 

24 residential customers the option to pay for their 

25 newspaper subscription on their FPL electric bill. 
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1 Actually, it says this service was terminated in 

2 June. So they used to be a service, I guess. 

3 They provide utility guard service, 

4 which is for residential customers and covers the 

5 repair or replacement costs of inside electric lines 

6 in homes and inside and outside waterline failures. 

7 Q. Waterline failures? 

8 A. Yep. Yes. 

9 Q. Okay. 

10 A. And appliance guard, which -- so I guess 

11 power surge, utility guard, and appliance guard are 

12 all under this product grouping of insurance 

13 services and warranty. And appliance guard actually 

14 covers repair of home appliances. 

15 Q. So these two insurances, who provides 

16 the insurance? Is that FPL Energy Services, or is 

17 that an insurance company that contracts with FPL 

18 Energy Services? 

19 A. I have no idea. Any detailed questions 

20 that you will have about FPLES operations you will 

21 have to ask witness Santos. But what I'm 

22 responsible for providing and responding to are any 

23 questions that you might have about how we ensure 

24 that our affiliate billing, for how any impacts of 

25 FPLES operation on FPL are managed. 
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1 Q. Okay. Well, then let's talk about how 

2 FPL Energy Services impacts FPL from your 

3 standpoint. 

4 A. You would like me to discuss the support 

5 that FPL provides to FPLES in its operations? 

6 Q. Yes, please. 

7 A. Okay. For some of these services we 

8 provide adjunct support to our care center, our 

9 customer care center. That would be the call-in 

10 operation. So we talked about connect services. I 

11 think that may be the primary service. If a 

12 customer calls in and they want to take advantage of 

13 those connect services, our customer care reps will, 

14 to a certain degree, handle some of those calls and 

15 then we will bill FPLES the cost of that handling 

16 that we support through our customer care service. 

17 Q. Okay. So that's a cost that you take on 

18 for FPL Energy Services, but you bill them for that 

19 cost; is that correct? 

20 A. Well, as I understand it, it is not at 

21 all not anything more than a very incremental 

22 impact on our operations. So what we do is to the 

23 extent that we need to divert a call to an FPLES 

24 skilled representative or answer some questions 

25 directly, we'll track that time through customer 
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1 care based on the cost of the customer care 

2 operation and the calls that we have to take or 

3 manage for FPLES and we will bill FPLES that support 

4 cost. So it is in form a direct billing. 

5 Q. Okay. Well, does FPL do any billing for 

6 FPL Energy Services within your monthly regulated 

7 bill? 

8 A. Yes, there are services that we provide 

9 billing for in the FPL bill. 

10 Q. And do you turn around and bill FPLES 

11 for those services? 

12 A. Yes, we do. We bill them for mailing, 

13 payment processing, care center, any support cost we 

14 provide, we calculate the cost of that support and 

15 we bill them for those services. 

16 Q. Okay. Do you also provide bill stuffers 

17 or fliers for FPLES within your monthly bill? 

18 MR. BUTLER: When you say "provide," do 

19 you mean include? 

20 MS. BENNETT: Include. 

21 THE WITNESS: I believe so. I know we 

22 have -- I know we have because we answered an 

23 interrogatory on this. We make available for 

24 other third parties, not just FPLES, on a 

25 limited basis the opportunity to include 
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1 advertisement in our bills. And so to the 

2 extent we do that we've got a true test of 

3 market, to the extent it is done third-party, 

4 and that's the same charge that we would bill 

5 FPLES, our affiliate, to the extent they 

6 utilize that service. 

7 BY MS. BENNETT: 

8 Q. I'm sorry. I kind of lost my train of 

9 thought for a minute. You said you offer that 

10 service to other non-affiliates? 

11 A. That's correct. 

12 Q. And so you bill FPLES the same as you 

13 would bill a non-affiliate, I think is what you told 

14 me? 

15 A. Right. 

16 Q. How do you determine, when you are 

17 talking about the customer care center, how do you 

18 determine what is billed to FPLES? It doesn't seem 

19 to me as clear as the billing stuffer might be. 

20 A. Well, we take all of the cost of 

21 customer care operations, so we look at payroll and 

22 all of the other related charges, and then they 

23 develop a rate, a cost per call, and then the calls 

24 themselves are tracked, and the call support that is 

25 provided to FPLES is billed on this per-call basis. 
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1 It is loaded also with an overhead rate. 

2 Q. And I want to make sure I understand 

3 correctly. If a customer calls and says, "Hey, I 

4 got this bill stuffer about FPLES, can you tell me 

5 about it?" what does your customer care center do 

6 with that call? 

7 A. As I understand it, when it comes to 

8 front office handling of any of the marketing of 

9 their services, those are transferred to a FPLES 

10 sales rep. 

11 Q. Okay. And then if a customer calls and 

12 says, "I had a power surge and I want to make a 

13 claim" and they call your --

14 A. They are transferred to FPLES. Any 

15 servicing of these products or services 

16 Q. Okay. 

17 A. is managed by FPLES representatives, 

18 as I have been informed. 

19 Q. Is there anything that stays with 

20 customer care and does not get transferred to FPLES 

21 when a customer calls about an FPLES issue? 

22 A. No. The process has been designed for 

23 us to capture all activities provided in support of 

24 FPLES by FPL Utility employees and to bill them, 

25 "them" FPLES, accordingly. 
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1 Q. Okay. Ms. Santos may be the one to ask 

2 this next question, and you can let me know. I am 

3 interested in the coverage that FPLES provides to 

4 customers insurance-wise. Is there a limitation on 

5 damages or are there any exclusions for damages for, 

6 well, let's talk about the utility guard first. 

7 MR. BUTLER: You are really getting 

8 into an area that Ms. Santos is going to be 

9 the right witness. 

10 MS. BENNETT: Give me just a minute to 

11 look at these questions. I think they're all 

12 Ms. Santos. They're talking about the 

13 specifics of FPL Energy Services. They're 

14 talking about pricing. These are all very 

15 specific to FPL Energy. Let me go ahead and 

16 run through the questions and you can just say 

17 Ms. Santos, and that way you will be able to 

18 let her know what I'm going to ask her 

19 tomorrow. 

20 THE WITNESS: Okay. 

21 MS. BENNETT: And she can be prepared 

22 to answer a lot of these questions. 

23 BY MS. BENNETT: 

24 Q. I'm curious about, is there a limitation 

25 on damages or is there an exclusion for both of the 
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1 insurance? I think you said there's two different 

2 types of insurance, there may be three, and you said 

3 Ms. San tos could answer tha t . And specifically how 

4 those limitations are communicated to the customer, 

5 that would be Ms. Santos? 

6 A. Yes, that would. 

7 Q. The number of complaints from customers 

8 regarding FPL Energy Services, that would be 

9 Ms. Santos? 

10 A. Yes. 

11 Q. The pricing would be Ms. Santos? 

12 A. Yes. 

13 Q. The marketing, the types of marketing, 

14 that would be Ms. Santos? 

15 A. Yes. 

16 Q. Who administers the service contract, I 

17 think that's Ms. Santos, correct? 

18 A. Yes. 

19 Q. The number of customers that are, the 

20 FPL customers who are using FPLES, that's 

21 Ms. Santos? 

22 A. Yes. 

23 Q. And FPL Energy Services' profit margin 

24 on those services, would that be Ms. Santos or you? 

25 MR. BUTLER: I'm not sure that anybody 
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1 is going to be able to speak to that, but I 

2 don't think it is Ms. Ousdahl. 

3 THE WITNESS: Are you clear -- and 

4 maybe this has been miscommunicated through 

5 the interrogatory process, but FPLES is not a 

6 subsidiary of FPL. We're not consolidating 

7 their results in any way. We're performing 

8 very limited support services to FPLES from 

9 our utility base, and those support services 

10 are noted throughout the MFRs in the form of 

11 the affiliate billing. So we're not taking on 

12 a risk for them in that aspect of their 

13 business. 

14 BY MS. BENNETT: 

15 Q. Okay, that's helpful. And it is helpful 

16 to know to ask Ms. Santos. 

17 Next I want you to jump over to OPC's 

18 2nd POD number 14, and I noted that it was an Excel 

19 file. I don't know whether you have the Excel 

20 spreadsheet or the file itself. 

21 A. I'm sorry. The number again and maybe a 

22 hint as to what that one is. 14, is that the 

23 dismantlement? 

24 Q. That's the dismantlement st o rm reserve 

25 reallocation 2009 final xIs. 
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1 A. Yes. 

2 Q. And as you 'r e pulling it out, I would 

3 also like you to have available your KO-8. 

4 A. On the reallocation of the reserve , I 

5 have the schedule. I don't have the in terrogatory 

6 right in front of me. Do I need to pull that too? 

7 Q. I don't think so . 

8 A. I am thinking it just referenced the 

9 schedule maybe. And you need me to also have KO - 8? 

10 Q. Yes. 

11 A. Okay. I'm with you. 

12 Q. And I actua ll y just need Volume 1 of 

1 3 KO - S, pages 3 and 4 . 

14 A. Okay. I think I've got everything . 

15 Q. On KO - 8, do you see the two columns 

1 6 labeled debit site reserve and credit site reserve? 

17 A. I do. 

1 8 Q. Can you tell me what the numbers in 

19 those co lum ns represent briefly? 

20 A. Yes. For our steam production plant , 

21 after we recalculated our future dismantlement 

22 expenditures and our new accrual based on those 

23 future dismantlement expenditures, we ended up with, 

24 o n certain of th e sites , a reserve surplus, and that 

25 of course was reflected in the Cape Canaveral and 
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1 Riviera units, which we are going to dismantle and 

2 repower here in the very near future. 

3 So the process the company has followed 

4 in accordance with Commission rule and practice has 

5 been to reallocate surpluses across the remaining 

6 site, and that is what is being performed on page 3 

7 of Exhibit KO-8, 3 and 4 of Exhibit KO-8. We are 

8 simply taking the surpluses that exist at Canaveral 

9 and Riviera and redistributing those to sites that 

10 have deficiencies. 

11 MS. BENNETT: I am being told of an 

12 emergency. So let me finish this line of 

13 questions and then I apologize, I'm going to 

14 have to take a quick break again. 

15 BY MS. BENNETT: 

16 Q. Okay. I need you to go now to the Excel 

17 spreadsheet that we talked about. And this printout 

18 has two columns labeled credits to units with 

19 deficiencies and debits to units with deficiencies; 

20 is that right? 

21 A. Yes. And do you want me to 

22 fast-forward? I pulled this out last night and I 

2 3 realized the spreadsheet we gave you in the POD does 

24 not tie to page 3 and 4 of KO-8. 

25 Q. Exactly. 
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1 A. And I do apologize. We don't know why, 

2 but we have a revised spreadsheet. And the error 

3 occurred because we had the wrong economic recovery 

4 date for St. Johns River. And, again, I apologize. 

5 So they're slightly off and it did not affect the 

6 study. The right allocations were used in the 

7 study. The right allocations are, the reallocations 

8 are used in KO-8 3 and 4. We just provided you the 

9 wrong backup. And, again, I apologize. 

10 Q. So I'm given to assume that the new 

11 Excel spreadsheet will correctly reflect the KO-8 

12 numbers? 

13 A. Yes, on pages 3 and 4 it will tie and 

14 those are the numbers used. 

15 Q. You just knocked out a ton of questions. 

16 A. I'm sorry. 

17 MR. BUTLER: Lisa, do you want the 

18 revised schedule as a late-filed exhibit? 

19 MS. BENNETT: That would be great. 

20 Could I do that? 

21 THE WITNESS: It's just called it 

22 Reallocations per Theoretical Reserve. 

23 MR. BUTLER: And then we'll put paren 

24 revised. 

25 THE WITNESS: Yeah, let's mark it 
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1 revised. 

2 (Late-Filed Deposition Exhibit 3 to be 

3 marked for identification.) 

4 MS. BENNETT: We'll take a five-minute 

5 break. We'll return at 3 :05. And when I come 

6 back we're going to talk about and I'm really 

7 going to need you to walk me through KO-16. 

8 Staff is struggling to understand what it 

9 means, and so we'll spend some time on that. 

10 THE WITNESS: Okay. Will do. 

11 MS. BENNETT: Thank you. 

12 (Brief recess.) 

13 (Deposition continues in Volume 2.) 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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7 the foregoing proceedings were taken before me at 
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11 through 92 are a true and correct record of the 

12 aforesaid proceedings. 
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1 (VOLUME 2) 

2 PRO C E E 0 I N G S 

3 

4 Thereupon, 

5 KIM OUSDAHL, 

6 having been previously sworn, was examined and 

7 testified further as follows. 

8 MS. BENNETT: Let's go back on the 

9 record. And I apologize. 

10 We're on to KO-16. I actually think 

11 I'm going to ask for if you are willing to do 

12 this as a late-filed. I think it will cut a 

13 lot of the time out of the deposition. 

14 MR. BUTLER: What are you looking for 

15 as a late-filed? 

16 MS. BENNETT: Well, let me explain it 

17 and see if we can do this. On KO-16, for the 

18 rate base I want you to provide a breakdown by 

19 item number for the 2010 and 2011 adjustments 

20 by plant account number for plant inservice, 

21 depreciation expense, and accumulated 

22 depreciation. 

23 THE WITNESS: We can give you very 

24 readily the KO-16 rate base broken down by 

25 item number on KO-16 and broken down by 
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1 category, plant inservice, meaning 101. I 

2 don't have it functionalized into the specific 

3 plant inservice functional accounts. And that 

4 would go also for CWIP. Most of the rest of 

5 these items are pretty readily discerned by 

6 FERC account. 

7 For instance, on the DOE settlement 

8 item there is a $25 million reduction in plant 

9 inservice from a 13-month average 

10 jurisdictional rate base perspective in '010. 

11 I don't have that broken down. I know those 

12 are all nuclear-related FERC functional 

13 accounts, but I don't have it broken down by 

14 account and would not be able to get that, I 

15 do not imagine, in any sort period of time. 

16 MS. BENNETT: We have agreement on that 

17 being a late-filed for rate base. And then 

18 there's some --

19 THE WITNESS: I'm sorry. What did we 

20 just agree on? 

21 MS. BENNETT: For you to give us a 

22 late-filed, or maybe you said that you could 

23 do it very quickly, without doing a 

24 late-filed. I don't know. 

25 THE WITNESS: No. I said -- I was 
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1 referring to the problem I was going to have 

2 that I can't drill in to plant inservice for 

3 CWIP by FERC account. I can give you those 

4 categories. 

5 MS. BENNETT: And that's fine. 

6 THE WITNESS: Oh, okay. Okay. I 

7 wanted to make sure we were on the same page. 

8 MS. BENNETT: Yeah. I'm sorry. I'm 

9 not making myself clear this afternoon. 

10 So the first late-filed is going to be 

11 for rate based, you are going to provide a 

12 breakdown for all of the item numbers that are 

13 rate based for the 2010 and 2011 adjustments 

14 by category for plant inservice? 

15 THE WITNESS: Right, depreciation or 

16 the reserve, nuclear fuel, working capital, et 

17 cetera? 

18 MS. BENNETT: Yes. And do I need to go 

19 over this by item number or 

20 THE WITNESS: No. I think we can get 

21 this to you in a way that will help you 

22 understand what we've done. 

23 MS. BENNETT: Let's call that first one 

24 late-filed Exhibit Number 4. 

25 (Late-Filed Deposition Exhibit 4 to be 
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1 marked for identification.) 

2 MS. BENNETT: And that's rate base, can 

3 we call it a rate base explanation of KO-16? 

4 Is that appropriate, or should I call it 

5 something different? 

6 THE WITNESS: We have a schedule titled 

7 2010 Recalculated Jurisdictional Rate Base 

8 that I think we will use to provide that 

9 information. 

10 MS. BENNETT: Okay. 2010 -- I'm sorry. 

11 What was the rest of it? 

12 THE WITNESS: Jurisdictional Rate Base. 

13 So it just says, it's titled 2010 Recalculated 

14 Jurisdictional Rate Base, and then it is by 

15 item. 

16 MS. BENNETT: Okay. And then for 

17 late-filed Exhibit 5, let me tell you what I'm 

18 looking for, and then we'll title it. See if 

19 we can do it and title it. 

20 For net operating income, all of those 

21 on KO-16, I need a breakdown of those items 

22 for 2010/2011 by revenue, O&M, depreciation, 

23 taxes other than income taxes, and income 

24 taxes. 

25 THE WITNESS: Yes, we can do that. 
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1 MS. BENNETT: Okay. And what should we 

2 call that? Late-filed Exhibit Number 5 is 

3 titled? 

4 THE WITNESS: What if we called it 2010 

5 Recalculated Jurisdictional Net Operating 

6 Income? And it's going to look a lot like its 

7 sister late-filed exhibit in terms of having 

8 the items on one axis and the breakdown on the 

9 other. 

10 MS. BENNETT: Sounds good. 

11 (Late-Filed Deposition Exhibit 5 to be 

12 marked for identification.) 

13 THE WITNESS: 10 and 11 on both, right? 

14 MS. BENNETT: Yes, 2010 and 2011. And 

15 now I'm being told that we need one more for 

16 capital structure. 

17 THE WITNESS: A D-1A Revised, or what 

18 are you-all thinking? 

19 MS. BENNETT: A Revised D-1A. And that 

20 will be late-filed Exhibit 6. 

21 (Late-Filed Deposition Exhibit 6 to be 

22 marked for identification.) 

23 THE WITNESS: For both years on that 

24 also? 

25 MS. BENNETT: Please, both 2010 and 
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1 2011. 

2 MR. BUTLER: So 2010 and 2011 

3 recalculated D-1A? 

4 MS. BENNETT: Yes. 

5 MR. BUTLER: Lisa, for clarification, 

6 we're going to add using KO-16 adjustments or 

7 reflecting KO-16 adjustments at the end of 

8 each of those three titles to make it clear 

9 what they're recalculated for. 

10 MS. BENNETT: Yes. That would be much 

11 better. Thank you. 

12 I have about five more questions. 

13 MR. BUTLER: Do each of them have a 

14 late-filed exhibit? 

15 MS. BENNETT: No. 

16 BY MS. BENNETT: 

17 Q. We're talking about employee 

18 compensation now, and I'm not going to ask how much 

19 you are making, so that's off the table. 

20 MR. BUTLER: Thank you. 

21 BY MS. BENNETT: 

22 Q. What I do want to understand, 

23 Ms. Ousdahl, is -- my understanding is that there 

24 are business unit directors who submit their budget, 

25 which includes employee incentives in the budget 
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1 process. Are you one of those business unit leaders 

2 that would submit your budget? 

3 A. I submit a budget for my group. 

4 Q. For your group? 

5 A. But I'm not sure I understand the 

6 distinction you are making when you are saying one 

7 of those business unit leaders and you talked about 

8 compo I submit a budget for the full operation of 

9 my FPL accounting group. 

10 Q. Okay. And in that budget do you include 

11 employee incentive program or plan? 

12 A. No. That is done at a higher level than 

13 my budget submittal. I understand your question. 

14 Q. Okay. 

15 A. I include base salary only and any merit 

16 related increases that would be planned. 

17 Q. Okay. Since the filing of your direct 

18 testimony has FPL taken any actions or had any 

19 discussions to your knowledge concerning employee 

20 compensation in response to the economic downturn? 

21 A. No. We have not engaged in our planning 

22 process for next year, so I'm not aware. I would 

23 not be aware of any plans in place related to 

24 compensation overall. 

25 Q. I think this probably answers the next 
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1 three questions, but I'm going to ask them. Does 

2 FPL to your knowledge have any plans to outsource or 

3 contract out any work currently performed by FPL 

4 employees? 

5 A. Not that I'm aware of. 

6 Q. Are you aware of any discussions within 

7 FPL concerning layoffs or downsizing its workforce 

8 in 2009 or 2010? 

9 A. No. I'm generally aware of a rigorous 

10 activity across the FPL operation to control costs 

11 given the significant downturn in the economy. So I 

12 know each business unit lS looking at every cost 

13 that they incur and trying to find the right way to 

14 optimize the delivery of service against the lowest 

15 cost, but I know of no specific program being 

16 planned. 

17 Q. Are you familiar with any discussions 

18 within FPL on reorganization of FPL? 

19 A. No, I'm not. 

20 MS. BENNETT: That concludes my 

21 questions. I thank you for your time, 

22 Ms. Ousdahl. I believe this deposition has 

23 been cross-noticed by several parties. 

24 THE WITNESS: Thank you. 

25 MR. BECK: This is Charlie Beck. I do 
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1 have questions, but I don't know if Jon is on 

2 as well. Jon Moyle? Well, if it is okay, 

3 then I will go next. 

4 MS. BENNETT: Sounds good to me. 

5 CROSS EXAMINATION 

6 BY MR. BECK: 

7 Q. Ms. Ousdahl, my name is Charlie Beck 

8 with the Office of Public Counsel. 

9 A. Hi, Mr. Beck. 

10 Q. Hi. And I want to thank you for hanging 

11 in there this afternoon. Hopefully this will make 

12 the hearing go more quickly and smoothly because 

13 we're spending the time here today. 

14 I would like to start following up on a 

15 few questions about FPLES. 

16 A. Okay. 

17 Q. And just as you did with staff, if you 

18 would prefer to refer these questions to Ms. Santos, 

19 just let me know. 

20 A. Okay. 

21 Q. I believe you mentioned that there has 

22 been an agreement either by FP&L or FPLES with the 

23 Miami Herald to do billing for them? 

24 A. Yes. I understand that we have a 

25 service, FPLES has a service that provides an option 
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1 for Miami Herald subscribers to receive their bill 

2 for that service through the FPL electric bill. I 

3 would also note it was terminated in June of this 

4 ye a r . 

5 Q. And do you know why it was terminated? 

6 A. No, I do not. 

7 Q. Is the agreement for that billing then 

8 between the Miami Herald and FPLES? 

9 A. Yes. That would be the case on any of 

10 these third-party service providers to FPLES, as far 

11 as I know those do not run through FPL. We are 

12 simply providing some adjunct support services to 

13 FPLES. 

14 Q. So for any of the costs that FPL might 

15 incur concerning that Mi ami Herald contract, they 

16 would be charged to FPLES, who in turn would deal 

17 with the Miami Herald directly; is that correct? 

18 A. That is my understanding. 

19 Q. One of the items, as I understood it, is 

20 that the the billing that was done for the Miami 

21 Herald, how would you charge the extra cost incurred 

22 by the utility for the bill itself to FPLES? 

23 A. Well, because we provide service to 

24 FPLES on our bills for certain of the products and 

25 services they provide, we develop a rate that we 
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1 would bill them that includes all costs associated 

2 with mailing, payment processing, care center, 

3 printing, the machinery that is used to print on the 

4 bill, et cetera. So there is a rate that is 

5 developed and then it is actually billed, as I 

6 understand it, based on number of lines on the bill. 

7 Q. Number of lines on the bill? 

8 A. That's my understanding. 

9 Q. And how would you determine the amount 

10 for postage, for example, that would be charged to 

11 FPLES? 

12 A. It is a part of the rate development, 

13 so -- and this is done in my group. I don't know 

14 specifically. But it would be looking at our cost, 

15 FPL's cost to bill and translating all of those 

16 billing costs into a per bill rate, which we then 

17 apply to, proportionally to FPLES. 

18 Q. SO the charges to FPLES then are based 

19 on allocations of costs? 

20 A. That would be correct. 

21 Q. Nothing is taken into account for the 

22 fair market value of that service that is provided 

23 to FPLES; would that be right? 

24 A. Well, I think we discussed the exception 

25 to that, and maybe I will try to back up a little 
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1 bit. 

2 Q. Okay. 

3 A. When we have applied the affiliate 

4 billing rules of the Florida Service Commission and 

5 FERC, we apply the rule for the asymmetric non-tier 

6 pricing as it would relate to those items that could 

7 be related to a third-party and are readily -- and 

8 we can readily ascertain a market value. So sales 

9 of assets. 

10 The example I gave earlier was the 

11 third-party use of the billing inserts. Because we 

12 can ascertain what a third-party would pay for that 

13 service, if there is a market, we apply that rate 

14 internally. But for purposes of providing embedded 

15 support corporate cost services, we allocate a 

16 portion of our cost or direct bill at actual cost to 

17 our affiliate. 

18 Q. So the cost for -- if you were a private 

19 enterprise in your territory and you wanted to 

20 include a bill insert or an advertisement in FPL's 

21 bill, you would charge them a market-based rate for 

22 that? 

23 A. Right. That is being done today, as I 

24 understand it. 

25 Q. But the cost for the billing that FPLES 
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1 does, that's done on a cost allocation basis? 

2 A. Yes. We do not provide that service to 

3 any third-party. 

4 Q. Now, do you know whether FPLES simply 

5 uses that as a pass-on to an entity like the Miami 

6 Herald or do they charge a market rate to the Miami 

7 Herald for that service? 

8 A. I cannot answer that question. Witness 

9 Santos would have to help with those questions. I'm 

10 not involved at all in what happens on the FPLES 

11 side. 

12 MR. BUTLER: And just to make it clear, 

13 I'm not sure whether Ms. Santos knows details 

14 of the arrangements between FPLES or other 

15 affiliates and their customers, but she would 

16 be more likely to than Ms. Ousdahl. 

17 MR. BECK: Okay. 

18 BY MR. BECK: 

19 Q. Now, when you say that on the cost 

20 allocations you have a cost per line, is it the 

21 total number of lines on the bill and a ratio is set 

22 up for the number of lines that are applied to FPLES 

23 in the bill? 

24 A. Yes. For the bill printing we look at 

25 all the costs associated with the printing and then 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001670 



113 

1 they are, that total cost is translated into a per 

2 line cost. So then we are billing that average 

3 embedded cost per line to FPLES for the lines they 

4 use. 

5 Q. For example, if the bill had just 

6 hypothetically 30 lines and FPLES was using two of 

7 them, you would charge them 2/30th o f that cost? 

8 A. Right. There would be loaders for 

9 overheads, et cetera. We're going to take the 

10 embedded cost of that portion of the o peration, 

11 we're going to add our appropriate l oaders on, we're 

1 2 going to develop a per line rate, and we're going to 

13 bill them those lines. 

14 Q. And would th ose loaders include postage 

15 as well? 

1 6 A. Yes. Postage is included in the rate, 

17 ye s . 

1 8 Q. So if FPLE S was using 2 out of 30 lin es , 

19 then they would get 2/30t hs o f the cost o f postage 

20 applied in the loadings f or that, in that 

2 1 hypothetical; is that right? 

22 A. Well, I think this is all translated 

23 into a per bill cost. So they're taking all of the 

24 costs assoc i ated with the bill f or any of these 

25 items that we bill for FPLE S and they translate 
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1 those into a bill rate. 

2 Q. Okay. 

3 A. And those would include printing, 

4 mailing, the people that process, you know, the 

5 labor component, everything. 

6 Q. Okay. Now, would the same be true on 

7 the call center services that are provided for 

8 FPLES; do you charge them a cost per call? 

9 A. Yes. Yes, we charge them a cost per 

10 call transfer. We're typically not spending time on 

11 the phone with FPLES customers because we're not 

12 marketing their services for them. And in fact, 

13 we've tried to set up a separate 1-800 number for 

14 FPLES, but as you would imagine, a lot of folks will 

15 call into our call center and then we'll have to 

16 transfer those calls. So to the extent we handle a 

17 call, we're charging them for that call handled. 

18 Q. And is it a cost per call or do you 

19 actually charge by the time for that? 

20 A. It is a cost per call. We take the 

21 total cost of that operation, translate that into a 

22 call average, and then bill that average per call. 

23 Q. So you don't take into consideration 

24 whether the calls for FPLES would be more lengthy or 

25 less lengthy than a call for utility service? 
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1 A. Well, they would be much less lengthy 

2 because we're not managing their front office 

3 marketing and we're not managing bill complaints or 

4 anything else. We are transferring that call to 

5 their representative. 

6 Q. Right. So you do it on a per call basis 

7 and not on a time basis? 

8 A. That's right. It is transferring more 

9 than the actual costs, I would submit. 

10 Q. Okay. Now, let me ask you, suppose the 

11 FPLES portion of a bill just hypothetically is $5, 

12 that's on a customer's bill that you send to a 

13 utility customer, and the utility customer subtracts 

14 that amount out from the bill for whatever reason, 

15 say they're unhappy with the FPLES service, how do 

16 you deal with that? 

17 A. You know what, I can't answer the 

18 question. I do not know how the revenue side is 

19 managed. 

20 MR. BUTLER: That would be something I 

21 believe Ms. Santos could cover, Charlie. 

22 BY MR. BECK: 

23 Q. And if you know, if this is Ms. Santos, 

24 tell me also. Could you discontinue a customer for 

25 not paying the non-regulated portion of the bill? 
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1 A. I can't say yes or no. I can only 

2 guess. So I think you need to ask Ms. Santos. I 

3 would be shocked if we could. 

4 Q. Let me move on a bit. I think I have a 

5 number of different areas I'm going to ask about. 

6 On page, the very bottom of page 3 and 

7 on page 4 of your rebuttal testimony, you discuss 

8 the AEGIS policy. Am I pronouncing that correctly? 

9 A. If you'd let me turn to that real 

10 quickly. 

11 Q. Sure. 

12 A. Okay. I'm there. 

13 Q. Am I pronouncing that correctly, is it 

14 AEGIS? 

15 A. I pronounce it AEGIS. I have heard it 

16 pronounced AEGIS. I don't know. 

17 Q. Okay. 

18 A. However you pronounce it. 

19 Q. Could you describe for me what the AEGIS 

20 policy was, what types of risks it was insuring 

21 against? 

22 A. Yes, I can discuss it with you 

23 generally. I'm certainly not a member of the risk 

24 management team. But what the company experienced, 

25 you know, not surprisingly, back in the pre-' 90s 
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1 period, and I think actually these exposures that we 

2 were trying to manage through these policies went 

3 back into the early 1900s, but we had risks 

4 associated with contamination of sites that might 

5 exist because of a, you might have a generating 

6 plant site and you had some contamination resulting 

7 from the operation. In some cases they had 

8 transformers or other pieces of equipment that were 

9 disposed of improperly. 

10 So it was largely, these were largely 

11 risks or exposures associated with environmental 

12 contamination. And we would be exposed, whether it 

13 was within our service territory or resulting from 

14 some improper disposal of any part of our equipment 

15 associated with our business. So the coverages had 

16 to do with any remediation activity associated with 

17 those environmental exposures. 

18 Q. And the AEGIS policy, was that procured 

19 in or about 1998? 

20 A. That's correct. It was a reinsurance 

21 that we negotiated with AEGIS in the 1998 timeframe. 

22 Q. And before you had that agreement with 

23 AEGIS, you just had non-reinsurance types of 

24 insurance policies for that? 

25 A. There were policies. There were 
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1 evidently a collection of policies prior to the 

2 AEGIS policies. Again, these went back evidently 

3 some number of years, if not decades, and they were 

4 with a group of insurers. I cannot speak very -- I 

5 can't speak at all in detail about them other than 

6 to say some of those insurers became illiquid and 

7 there became risks associated with our being able to 

8 rely on those insurers in support of any claims, so 

9 we settled out that group of policies. And then the 

10 AEGIS policy was negotiated after that 1998 

11 timeframe in the conduct of those settlements. 

12 Q. Now, without going into the actual 

13 dollar amount of the policies, would you know the 

14 journal entries that were used to record the premium 

15 that was paid in 1998? 

16 A. Yes. When we paid for the policy, we 

17 debited, you know, property expense, which would be 

18 the 924 account, I believe, and we credited cash, in 

19 essence. We then released by debiting our property 

20 insurance reserve the like amount of that premium 

21 and credited the expense. 

22 Q. Okay. 

23 A. So we were in effect offsetting the 

24 reserve and we were able to release the reserve for 

25 the amount of that premium. 
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1 Q. Okay. And then on page 4 of your 

2 rebuttal, beginning at line 7, you said that: 

3 "Concurrent with the purchase, FPL transacted a 

4 settlement with predecessor insurers for release on 

5 future claims" and so forth. Do you see that? 

6 A. Yes. I think you are backing up now. 

7 The entry I was talking about was the AEGIS entry. 

8 There were policies that we settled out prior to 

9 tha t . 

10 Q. And that's what you are referring to on 

11 line 7? 

12 A. There are two series of these events 

13 that would have been recorded very similarly, as I 

14 understand it, but we took this group of policies 

15 and we received some settlement cash from the prior 

16 to AEGIS group of policies, and we closed out that 

17 reserve. And then we went back, right back out and 

18 secured this coverage with AEGIS, although not 

19 identical coverage, but a policy that would provide 

20 coverage for those same historic exposures, and that 

21 is what I was referring to where we booked that cost 

22 against the reserve. 

23 Q. Okay. Thank you. Now moving on to 2008 

24 and lines 15 through 17 of your rebuttal, it says: 

25 "No reserve was reinstated in 2008 when the AEGIS 
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1 policy was commuted as the historical exposures 

2 associated with the policy were no longer evident 

3 and therefore no further liability incurred." 

4 A. Yes. 

5 Q. Now, the historical exposures would be 

6 for con- like you described earlier, for 

7 contamination of land, for example? 

8 A. Yes. 

9 Q. How is it that there was, those types of 

10 exposures were no longer evident? 

11 A. Okay. Let me try to put some color 

12 around tha t. 

13 Q. Okay. 

14 A. Again, the exposures that we were 

15 talking about were prior period exposures that would 

16 have occurred sometime in the distant past that we 

17 were trying to insure for. And the AEGIS policy had 

18 a very significant size retention, $50 million 

19 approximately. 

20 So we were self-insured for any losses 

21 for those prior site contamination exposures up to 

22 $50 million retention. The AEGIS coverage was only 

23 going above the 50 million retention up to the 

24 policy premium, which was approximately $24 million. 

25 So we were talking about very significantly sized 
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1 losses. 

2 So during the time that we held that 

3 coverage, these ten years, we have been incurring 

4 expense and resetting our reserve each quarter as we 

5 do today. There is a quarterly process for looking 

6 at exposures and evaluating the adequacy of the 

7 reserve. And when we incur a claim that has been 

8 reserved for, or a cleanup cost or whatever it might 

9 be, that has been reserved for, we will charge that 

10 against the existing reserve. We've been incurring 

11 costs for ten years below that $50 million 

12 retention. 

13 What happened as we passed through time 

14 is we got a much better feel for site cleanup costs, 

15 how well we would be able to control those 

16 exposures, the probabilities around their being any 

17 unknown exposures, and additionally, to the extent 

18 we can, the probabilities around a refined cost 

19 estimate of the exposures we know that exist. 

20 Also as that ten-year time passed, you 

21 know, this AEGIS policy had this experience account 

22 that grew. And as that experience account grew, our 

23 probable loss position changed such that the 

24 coverage was going to be there for a loss that was 

25 going to be so significantly sized it became much 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001679 



122 

1 less than probable. 

2 So over time this is what was happening. 

3 We were incurring costs at the retention level and 

4 sitting on this policy that we certainly believed it 

5 was the right business decision to have coverage 

6 for, but after experience we realized it was cash 

7 sitting there with this insurer that was probably 

8 never going to be adequately deployed in payment of 

9 a loss. So it made sense to take that cash in and 

10 eliminate the reserve that we had sitting there. 

11 Q. Well, thank you. That certainly helps. 

12 Let me move on to another topic on page 

13 22 of your rebuttal. 

14 A. Okay. 

15 Q. This relates to the use of the nuclear 

16 decommissioning funds. 

17 A. Yes. 

18 Q. And I would like to ask you to look at 

19 the very bottom of page 22 and the top of page 23. 

20 A. Yes. 

21 Q. You state: "Release of the existing 

22 decommissioning funds for non-decommissioning 

23 activities would require prior approval from the 

24 NRC. While it is possible that with prior FPSC 

2 5 approval, the NRC might also approve the use of 
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1 existing funds for the purpose" -- and so on. 

2 A. Yes. 

3 Q. What I was going to ask you is what is 

4 the process you would follow to get approval from 

5 the NRC? 

6 A. I'm not an expert, but I have read some 

7 of the documents that are in the referenced 

8 regulations there where the NRC has undertaken 

9 petitions, and I think that's the form that an 

10 individual company needs to petition the NRC for 

11 permission to disturb those funds in any way. And 

12 that's about the full extent of my knowledge on it. 

13 It requires their approval and a case has to be made 

14 by the petitioner for that release. 

15 Q. So there have been other petitions that 

16 you are aware of that have gone to the NRC asking 

17 for that? 

18 A. Yes. I was in the course of my 

19 preparation provided examples. I don't seem to have 

20 any of that with me. But where others had 

21 petitioned for release of funds to serve the offset 

22 of costs that were related certainly to nuclear 

23 plants, but not specifically meeting the definition 

24 of decommissioning activities. And, in fact, the 

25 examples that were provided to me, they were denied 
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1 by the NRC. 

2 Q. Okay. Do you recall which companies 

3 they were and what the examples were? 

4 A. If you'd give me just a minute, I might 

5 be able to put my hands on that. 

6 Q. Sure. 

7 A. Okay. We have an example of Energy 

8 Solutions, LLC, and they wanted to amend the 

9 regulation that would allow licensing 

10 decommissioning trust funds to be used for disposal 

11 of major radioactive components; and the NRC denied 

12 that petition. That was October 2008. 

13 Q. And are there any others you are aware 

14 0 f? 

15 A. I think that's the only example I have 

16 with me. And of course my testimony was not to 

17 suggest it is impossible. In fact, I think I went 

18 through some fairly lengthy discussions; but to 

19 explain that, to eliminate proper rate resetting on 

20 those exposures on the basis of a possibility would 

21 probably be ill-advised. 

22 Q. Okay. Let me move on to another topic 

23 related to bad debt. And I believe it starts toward 

24 the bottom of page 24 of your rebuttal testimony. 

25 A. Yes, I'm there. 
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1 Q. In your proposal to separate the bad 

2 debt between the clauses and base rates, would you 

3 be doing a true-up of the amounts that go to the 

4 clauses and the amounts that go to base rates? 

5 A. Well, we're required to do a true-up to 

6 clause. So what we had in mind was simply to align 

7 the cost with the cost causation factor, which in 

8 this case is clause revenue. There is certainly no 

9 hidden agenda here. 

10 And the way we were doing that clearly I 

11 think was provided in my direct testimony. We were 

12 trying to look at our bad debt expense that we had 

13 projected and break that out between the portion 

14 related to projected base rates versus the portion 

15 related to projected clause. 

16 One rate is all we need. We know there 

17 is one rate of bad debt loss that we forecast or 

18 experience based on our total bucket of revenues. 

19 It is not different if it is a clause dollar versus 

20 a base dollar. So we have one rate. 

21 But you are absolutely right, we would 

22 definitely have to reconcile recoveries of the bad 

23 debt expense and the costs incurred on the clause 

24 side verses the base rate side, which would continue 

25 to be a base rate cost. 
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1 Q. The proportion of revenue between the 

2 base rates and clauses would vary, for example, 

3 depending on usage by an individual customer, would 

4 it not? 

5 A. Well, the proportion of revenue between 

6 base and clause would vary more significantly based 

7 on the cost of our fuel. 

8 Q. Right. But this is a change over -- you 

9 know, this would be a regularly changing proportion, 

10 would it not, even 

11 A. Right. We forecasted our '010 

12 relationship and our '011 relationship, and I would 

13 imagine that would be a fair approach to use in the 

14 setting of this expense for clause purposes on a 

15 projected basis, just as they must do for those 

16 actual revenue for those costs, they forecast those 

17 on an annual basis. 

18 Q. Okay. So you would apply one factor or 

19 one ratio for the one-year period? 

20 A. Yes. On the clause side, yes. 

21 Q. And then when it comes to a true-up, you 

22 would look at the actual proportions over the entire 

23 year for the true-up? Is that the process you would 

24 apply? 

25 A. Well, expense is going to be what it is. 
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1 Your rate of loss is going to be calculated on the 

2 basis of total revenue. So you will know based on 

3 your actual clause revenue what your actual rate of 

4 loss is on those revenue and then you true-up 

5 against that. You wouldn't have to be estimating it 

6 to do your true-up. You would have an actual rate 

7 of loss. 

8 You would have a bad debt expense as a 

9 percent of total revenue on an actual basis. I'm 

10 talking about the going forward true-up. 

11 Q. Right. I understand how the revenues 

12 would be trued up and you would know the actual 

13 expense, but it is the allocation process between 

14 the two that I was wondering about. 

15 A. Well, once the base rate portion is 

16 established based on this forecast, it is going to 

17 be what it is going to be. We're not going to 

18 recover more or less in base rates for bad debt 

19 expense, and we're not going to true-up our base 

20 rate portion of bad debt expense. 

21 Q. Okay. Thank you. Let me move on to 

22 another topic. 

23 Do you have your MFR schedules that you 

24 are sponsoring available to you? 

25 A. Well, as I have very many of them. You 
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1 probably ought to narrow it down. I can simply get 

2 them pretty readily. 

3 Q. C-17. 

4 A. I'm sorry. 

5 Q. C-17 is the one I'm going to ask you 

6 about for pension cost. 

7 A. I happen to have that. 

8 Q. Do you have it in front of you? 

9 A. Yes, I do. I have got it in front of 

10 me. 

11 Q. Okay. On the C-17 on line 29 is the 

12 fair value of plant assets? 

13 A. Yes. 

14 Q. Do you see that? 

15 A. Yes. 

16 Q. For the historical year 2008 it lists 

17 $3,576,518,000? 

18 Yes. A. 

Q. 

20 A. 9-30-2007. It as of the measurement 

21 date. If you scroll up to the 23rd line; do you see 

22 that? 

23 Q. Yes. 

24 A. Okay. 

25 Q. Okay. And for 2009, column 3, there you 
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1 have the measurement date 12-31-2008? 

2 A. That's correct. 

3 Q. Okay. Now, this schedule was -- was 

4 this schedule prepared after 12-31-2008? 

5 A. This schedule was prepared right prior 

6 to our filing because it has the projection of 

7 sometime in the, late '08. No, no, no, it couldn't 

8 have been because we had the new actuarial estimate. 

9 So it was early '09. 

10 Q. Okay. So this schedule was prepared 

11 using information that was available on 12-31-08, 

12 2008? 

13 A. Yes. 

14 Q. So when I look at the $2,502,850,000 

15 figure on row 29, that is an actual figure relating 

16 to 12-31-2008? 

17 A. Yes. That should be the actual fair 

18 value on 12-31-08 that should tie to the actuarial 

19 report. 

20 Q. Now, have you had any updates on the 

21 actuarial report since that time? 

22 A. No. We go through measurement once a 

23 year. It is an extremely onerous process and quite 

24 costly and time-consuming, and it starts with the 

25 development of a lot of demographic data. And we, 
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1 the change in the standard required actually that 

2 all companies measure at yearend, that was a big 

3 change for us, and there had to be a lot of 

4 scurrying around for companies to be able to present 

5 their GAAP financials as of 12-31-08. We will not 

6 update that view until the end of this year in 

7 anticipation of recording the impact for next. 

8 Q. When I look at the difference between 

9 the actual amount for 2009 and the history amount 

10 for fair value of plan assets, I see they are very 

11 close; is that right? 

12 A. Yes. 

13 Q. Do you have any idea which direction 

14 that will go if you were to look at it today, 

15 whether that would still be so? 

16 A. I have not asked that question. I do 

17 not. I don't think anybody's investments are 

18 performing very well in any market in 2009 either. 

19 But I don't know the answer to that question. 

20 Q. If the value of the plan assets was to 

21 go up when compared to the amount that was 

22 calculated as of 12-31-2008, what would that do to 

23 the pension expense during the test year? 

24 A. If we have gains that occur because we 

25 earn over and above our forecasted rate of earnings 
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1 on the trust assets of 7.75 percent -- keep in mind 

2 it would have to earn more than 7.75 percent -- we 

3 would defer those gains in accordance with FAS 87, 

4 the standard that governs this accounting, and those 

5 would be amortized, and the amortization is a fairly 

6 complex calculation. There is a threshold corridor. 

7 But in general it is amortized over the estimated 

8 service life of employees, so it is about 12 years 

9 for our company. 

10 Q. And whatever that would be, would that 

11 go up to line 5, the amortization of net gain and 

12 loss? 

13 A. It would. So if we had some earnings 

14 over and above our 7.75 percent rate and we reset 

15 the fair value of -- actually, we calculate it on 

16 the market value rate, not the fair value rate, 

17 because the market value is trapping in the 

18 deferrals as you can see. It's deferring gains and 

19 losses. That amortization will begin to flow 

20 through the credit. And if it is a gain, it will 

21 increase the credit over that amortization period. 

22 And if it is a loss, it will cause the credit to 

23 decline further. 

24 Q. Let me move on a bit. On page 26 you 

25 begin to address affiliate transactions. 
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1 A. I'm going to have to turn to that if you 

2 will give me just a minute. 

3 Q. Sure. 

4 A. Oh, I'm sorry. I am in my direct. You 

5 are in rebuttal? 

6 Q. Yes. I do the same thing all the time. 

7 A. Okay. 

8 Q. And what I would like to ask you about 

9 is your rebuttal, page 26, lines 19 and 20. 

10 A. Okay. I have a little different 

11 pagination unfortunately, but I'm following along 

12 here. Okay. John got me there. 

13 Q. The sentence I wanted to ask you about 

14 is where you state: "FPL has clear requirements to 

15 report its costs accurately in these audited 

16 financial statements." Do you see that? 

17 A. Yes, I do. 

18 Q. What are the "clear requirements" that 

19 you are referring to? 

20 A. Well, generally accepting accounting 

21 principles govern our financial reporting, and it is 

22 really no different for FPL in that regard than any 

23 other entity. We are a filer for SEC reporting 

24 purposes, so we have to report our revenue, our 

25 costs, our assets, our liabilities, and our cash 
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1 f I ow. 

2 Q. Okay. So the clear requirements you are 

3 referring to are GAAP? 

4 A. That's correct. 

5 Q. On page 29 of your rebuttal, the 

6 question at the top is: "Is FPL subject to 

7 reporting requirements with respect to its affiliate 

8 transactions?" And the answer is: "Yes. FPL's 

9 affiliate reporting provides a high degree of 

10 transparency concerning all of its dealings with 

11 affiliates." 

12 What is the affiliate reporting that you 

13 are referring to? 

14 A. The diversification report would be 

15 probably the best example that we file annually with 

16 our Commission here in Florida. 

17 Q. That's your annual report at the PSC 

18 concerning your affiliate transactions? 

19 A. Okay. 

20 Q. You call it diversification report? 

21 A. Okay. Yeah, I'm sorry. I know of it 

22 from its name, diversification report. John is 

23 nodding that it is the annual report. I'm still 

24 getting familiar with a lot of the ongoing 

25 activities here. 
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1 Q. So it is your annual report that you 

2 file with the Commission? 

3 A. Yes. 

4 Q. Let me move on to page 33. And what I 

5 would like to ask you about is the use of benefits 

6 drivers where you use the example of the SAP 

7 project. 

8 A. Yes. 

9 Q. Could you tell me what SAP stands for? 

10 A. Strategic something something. I don't 

11 know. SAP is a German company. It is a large 

12 international company that provides integrated 

13 software solutions to large enterprises such as FPL. 

14 I am sorry. I don't know what the acronym is. 

15 Q. Is it your accounting software basically 

16 or is it more than that? 

17 A. No. It is enterprise-wide. It has 

18 modules that cover accounting, procurement, work 

19 management, we're not implementing work management, 

20 asset management, we're not implementing asset 

21 management, but it covers the full spectrum, cash 

22 management, of an enterprise's operation. It was 

23 developed initially for manufacturing companies, and 

24 it has been implemented widely in utilities and 

25 other power companies. 
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1 Q. Is it customized for FPL or is it 

2 something you would just take and implement 

3 yourself? 

4 A. If you -- well, these enterprise 

5 software solutions can run the gambit from -- they 

6 are designed to work under really any operating 

7 environment if they're fully implemented because 

8 they integrate within itself. But if you integrate 

9 only portions of the modules or if you desire 

10 customized solutions within the framework of their 

11 software, you can spend the extra money and time to 

12 do that. So there is a wide range of answers to 

1 3 your question. 

14 FPL is trying to do its best to put in 

15 the purest version of the software it can to 

16 minimize cost and time while recognizing that a 

17 utility business is not a manufacturing business and 

18 there are some differences. 

1 9 Q. On line 6, again, just going a little 

20 further in your testimony, you say: "The company 

21 has gone to great lengths to analyze each module of 

22 the SAP implementation and to determine the relative 

23 levels of benefit that each module provides to each 

24 affil i ate that is participating in this 

25 implementation." 
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1 Could you describe the efforts that FPL 

2 went to with respect to that? 

3 A. Yes. Our sister company, NextEra, 

4 already has a full implementation of SAP. And FPL 

5 has only it's very, very aged financial and 

6 operating system. So we are the greatest 

7 beneficiary certainly of the SAP implementation. 

8 The enterprise already operates off of the payroll 

9 module for SAP and has done so for some time. 

10 So what we endeavor to do, because the 

11 implementation was going to provide different 

12 benefits for different modules for different 

13 entities, we endeavor to look at each one and 

14 evaluate the benefits that might be derived. And 

15 obviously these are -- we try to quantify in this 

16 analysis what those benefits are, but there is a 

17 fair amount of judgment, but we quantify benefits. 

18 Benefits might be cost savings for 

19 certain areas of the company, and it might 

20 represent -- the largest benefits are those that we 

21 hope to achieve through the implementation of the 

22 supply chain modules, which will allow for more 

23 efficient procurement processes and a larger savings 

24 through that procurement operation. So they run the 

25 gamut. 
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1 Q. Well, let me use your response there. 

2 Cost savings as an example, the company analyzed the 

3 relative cost savings to NextEra and the utility 

4 then determined the relative benefit the companies 

5 would obtain from the software? 

6 A. I would say we analyze the impacts. 

7 Again, some of those are cost savings and some of 

8 those are, you know, efficiencies, which I guess 

9 would translate into cost savings. Some of those 

10 have to do with the vendor negotiation, vendor 

11 negotiated deficiencies. So, yes, they can all be 

12 quantified. We've endeavored to quantify them all. 

13 But they aren't all as simple as reducing staff. 

14 Q. Well, how did you translate that into a 

15 driver for allocating the cost? 

16 A. When we came up with the benefits, the 

17 absolute dollars of benefit for each module across 

18 each entity that was participating in the 

19 implementation and thus was going to derive 

20 benefits, we looked at the ratio of benefits. 

21 So, for instance, in the financial 

22 module, as I said, FPL is getting for the first time 

23 a fully integrated financial solution to replace its 

24 old Legacy System. NextEra already has an SAP 

25 financial enterprise solution. So they're not 
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1 getting a new enterprise solution, they're 

2 integrating with ours. 

3 We're deriving much more benefit, FPL, 

4 on the financial module than NextEra is. So our 

5 ratio of benefit is higher than theirs, and we're 

6 applying that ratio to the cost of that module to 

7 determine how much of it FPL should pay. 

8 Q. And so by FPL deriving greater benefit 

9 than NextEra, then a greater amount of the cost 

10 would be allocated to FPL? 

11 A. For that module, that's correct. 

12 Q. How is the pricing of the module done? 

13 Is it done per unit or per enterprise or -- not per 

14 enterprise, but per company? 

15 I mean there is a certain cost that the 

16 company charges for the use of its software and I am 

17 wondering how that is done. 

18 A. Well, I think you might be asking me a 

19 different question and I don't want to get confused. 

20 On SAP we're implementing a new software solution. 

21 So at some point when it is fully developed and 

22 implemented, if there are shared use of any of these 

23 modules, in other words, if we have not billed out 

24 the full cost directly, which I do believe we are in 

25 this implementation, then there would be ongoing 
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1 billing on the part of FPL to its affiliates for any 

2 support costs, but we're not planning to do that 

3 with SAP. That's why we've gone through the trouble 

4 of dividing up the cost of this implementation. 

5 On other support services that are 

6 provided through our information management group, 

7 we do have, and these show up in the detailed 

8 affiliate management fee calculations, we have both 

9 hardware and software support that is provided by 

10 FPL for affiliates, and we bill that support out 

11 annually on different bases depending on what the 

12 item is. But two different things. 

13 Q. My question was more toward the actual 

14 cost that is paid to SAP for the use of their 

15 software. Is there such a thing or am I 

16 oversimplifying this? 

17 A. Well, I think we both have an 

18 acquisition cost. We have to purchase the actual 

19 software. That's one cost. And we then have an 

20 ongoing maintenance charge for whatever that covers. 

21 Q. Right. You were describing the 

22 maintenance charges? 

23 A. No. I was trying to describe the 

24 purchase in my testimony here. I was trying to 

25 describe how for this one unique item we were able 
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1 to use benefits and allocations to discern the 

2 amount each entity should pay for a group level 

3 acquisition. 

4 Q. Now, at least in my mind, there is a 

5 bill that is sent to all the companies for the use 

6 of this software? Is there such a thing 

7 A. There is a bill 

8 Q. or a price? 

9 A. that's sent to all the companies for 

10 this development cost, not the use, because once 

11 they own it, it's theirs. In other words, we're 

12 implementing a new solution. We're not billing 

13 NextEra for their use of this solution. 

14 MS. BRUBAKER: I'm sorry. This is 

15 Jennifer Brubaker at the Commission. We had 

16 an interruption. 

17 THE COURT REPORTER: Let me read back 

18 the question to make sure that we got your 

19 answer. Question: "Now, at least in my mind, 

20 there is a bill that is sent to all the 

21 companies for the use of this software. Is 

22 there such a thing? 

23 THE WITNESS: No, there is not a bill 

24 being sent to companies for the use of SAP. 

25 There is a bill being sent to each company for 
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1 the cost of the new implementation of SAP that 

2 we are undergoing today. 

3 BY MR. BECK: 

4 Q. Okay. And --

5 A. Think of that as one time. 

6 Q. Okay. Now, that one-time cost, is it 

7 the same has it on a per company basis or 

8 according to the size of the companies or some other 

9 basis? 

10 A. No. No. I am doing a really lousy job 

11 of this and I apologize. 

12 Q. Well, I'm sure it is my part too. 

13 A. We looked at each module, okay, so I 

14 gave the example of the financial module as being 

15 implemented by well, minimally by NextEra, fully 

16 by FPL, and it is also being implemented by Group 

17 and Group Capital and Fibernet, you know, the whole 

18 string of operating and parent companies. 

19 So we looked at the benefits being 

20 derived by that implementation individually by 

21 entity. And then we summed up those benefits, and 

22 the ratio of those benefits by entity is the amount 

23 of that module's cost that they're going to bear. 

24 Q. Now, here is my question: For the 

25 purchase of that module that all the companies are 
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1 sharing and using and you use the benefits to 

2 allocate that cost, how is that cost in and of 

3 itself determined, I mean, the price from SAP to 

4 purchase that software? 

5 A. It is a negotiated purchase. 

6 Q. Okay. So there is not like a price per 

7 company or based on size, it is simply a negotiation 

8 between 

9 A. And, you know, honestly, this -- I'm 

10 oversimplifying this a lot because I'm focused on 

11 the billing piece. There is a very complex contract 

12 that we have with SAP. But if you want to 

13 understand what went into how that contract is 

14 priced out, you really have got to talk to witness 

15 Bennett. 

16 What I know about is based on each of 

17 those, of the pieces of that price, how we have 

18 discerned that we should be sharing in that billing. 

19 But, again, it kind of a one-time billing across all 

20 the entities that will benefit from its 

21 implementation. 

22 Q. Thank you. That does help. Let me move 

23 on to the gain on sales, which begins at page, the 

24 bottom of page 34. 

25 A. Yes. 
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1 Q. And in here you dispute the gains on 

2 sale adjustment by Ms. Dismukes by differentiating 

3 gains from sale of entire gas plants, as an example, 

4 from gains that arise from the sale or interim 

5 retirement of retirement units? 

6 A. Yes. I'm distinguishing, you know, 

7 system or facilities transactions from individual 

8 retirement unit, retirements and sales, yes. 

9 Q. What is the definition that you use for 

10 a retirement unit? 

11 A. A retirement unit for our company and 

12 every other regulated utility, I believe, certainly 

13 regulated electric utility, is defined by its 

14 property retirement unit catalog. And it is a 

15 definitional view that looks at each of the pieces 

16 of equipment or intangible plants or whatever it 

17 might be and defines that unit for which it should 

18 be on the balance sheet, recorded on the balance 

19 sheet, versus expense. 

20 Q. Okay. And that's used in your 

21 depreciation studies? 

22 A. It is. 

23 Q. And what is an interim retirement? 

24 A. An interim retirement would be not 

25 unlike these, where you have a retirement unit that 
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1 is, in this case that Ms. Dismukes was looking at, 

2 these were sold, retired and then sold prior to 

3 their economic service life transpiring. 

4 Q. Okay. So the items in Ms. Dismukes' 

5 adjustment are units that were sold prior to the end 

6 of their economic life? 

7 A. Yes. 

8 Q. And each of the sales that she has in 

9 her adjustment are sales to affiliate companies, are 

10 they not? 

11 A. Yeah. And let me clarify. She's got a 

12 very long list taken from what I have been calling 

13 the diversification report that you have noted for 

14 me is the annual report, and many of the items on 

15 there are inventory items, of no consequence 

16 whatsoever. 

17 When you sum up her cost and her fair 

18 market value sales price and you have got the delta 

19 that she would like us to defer, there is really 

20 only two items, and those are the retirement units 

21 I'm talking about, the combustion turbine rotor that 

22 was reported in '07, and I think it is a large 

23 transformer, yes, in '08. 

24 Q. And in your analysis, it makes no 

25 difference that the sale took place to an affiliated 
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1 company as opposed to just like a salvage 

2 transaction of a unit? 

3 A. Well, no, it makes a difference. It was 

4 reflected at market, so we retired that retirement 

5 unit by crediting 101 at its original cost, but 

6 we've recorded the cash received by our affiliate at 

7 market, which you can see is greater than that book, 

8 and that benefit is flowing into the reserve 108 

9 account as a credit to 108, so increasing our 

10 reserve. 

11 Q. But by doing it at market, that is 

12 simply the basis for the gain, is it not? 

13 A. The market above that net book value 

14 equals the gain, that's right. 

15 Q. How are the prices determined for the 

16 sales to the affiliated is there a study done 

17 that determines the market for the price, or the 

18 sale price? 

19 A. There should be an appraisal for each. 

20 Q. So if we looked at that combustion 

21 turbine, there should be an appraisal of that, or 

22 the blade, I guess it was? 

23 A. There has to be something that they're 

24 pointing to. I say appraisal because that's what I 

25 run into when I have looked at these before. But 
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1 there would either have to be a recent purchase that 

2 they could point to or an appraisal of the 

3 individual item. Something to determine market, a 

4 fair market value. 

5 Q. Do you know why these units were sold to 

6 affiliate companies? 

7 A. I have not researched them. They would 

8 have been sold opportunistically. They would have 

9 been items that were not in use at the utility that 

10 could be sold to our affiliate. 

11 Q. Are there USOA rules that you follow in 

12 order to, for the treatment that your testimony 

13 follows? What USOA rules are you following? 

14 A. Bear with me a minute and I'll get you 

15 the reference. 

16 I'm referring to additions in 

17 retirements of plant, which is part 101, item 10, 10 

18 B-2 which discusses the treatment for retirement. 

19 And as you know, the customer is 

20 receiving the benefit through the increased reserve. 

21 It is just flowing through using typical regulatory 

22 accounting through that reserve versus being 

23 transacted somehow outside of the utility accounting 

24 system. 

25 Q. Turn to page 36 of your testimony. 
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1 A. Okay. 

2 Q. You on line 5 cite a report released by 

3 Citi that notes that the "Management also mentioned 

4 their previously given long-term outlook of bringing 

5 7,000 to 9,000 megawatts of new wind online is 

6 'overly optimistic' " Do you see that? 

7 A. I do. 

8 Q. Do you have that report or could you 

9 cite me where I could find it? 

10 A. I have it from an internal company 

11 distribution, so I don't think I can do better than 

12 to provide it because I don't have the independent 

13 report. It is summarized and sent around 

14 internally. We can certainly provide it. 

15 Q. Okay. Could we get that as late-filed 

16 exhibi t? 

17 MR. BUTLER: That's fine. 

18 MR. BECK: Would that be number 3? 

19 MR. BUTLER: That's 6; is that right? 

20 MR. BECK: Is it number 3 or --

21 THE WITNESS: 6? 

22 MR. BECK: 6? I'm completely lost. 

23 Okay. Number 6. 

24 THE WITNESS: I think it is 7. 

25 MR. BECK: And it would be the Citi 
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1 report. 

2 THE WITNESS: It's called Lower Wind 

3 Development Outlook Takes a Little Shine Off 

4 the Growth Story. 

5 THE COURT REPORTER: Is that the title? 

6 Could you describe that exhibit again? Is 

7 that Exhibit 6 late-filed? 

8 MR. BUTLER: Exhibit 6 is the 2010/2011 

9 recalculated D-IA reflecting KO-16 adjustment. 

10 THE COURT REPORTER: I'm sorry. The 

11 witness was just describing the last 

12 late-filed exhibit, is that Exhibit 7? 

13 MR. BUTLER: Yeah, that's 7. I would 

14 suggest Citi Report on Wind Power Outlook. 

15 Does that sound okay? 

16 THE COURT REPORTER: Thank you. 

17 MR. BECK: That's great. 

18 (Late-Filed Deposition Exhibit 7 to be 

19 marked for identification.) 

20 BY MR. BECK: 

21 Q. Could we turn to page 45 of your 

22 testimony? 

23 A. Yes. 

24 Q. And I would like to ask you about the 

25 statement on lines 9 through 11. 
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1 A. Okay. 

2 Q. It says: "Each affiliate provided their 

3 Massachusetts Formula components after developing a 

4 business plan for the forecasts years." 

5 A. That's correct. 

6 Q. Have you provided that in response to 

7 discovery? 

8 A. Oh, my goodness, yes. Do you need us to 

9 reference you? 

10 Q. Well, I wanted to see whether that was 

11 in response to our production of documents number 

12 106. 

13 A. Oh, I don't know off the top of my head, 

14 but we can certainly find out. 

15 It is the result, not the business plan 

16 itself. 

17 Q. Right. You didn't provide the business 

18 plans for the affiliates? 

19 A. No. The result of the plan. 

20 Q. Okay. And is there anything else other 

21 than what was provided in response to our production 

22 of documents number 106? 

23 A. Well, are you talking about revenue 

24 specifically, since this is what this Q and A was 

25 talking about, FPLES revenue? 
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1 Q. Right. 

2 A. We've answered hundreds of 

3 interrogatories, many of which had to do with 

4 affiliate transactions, so if you could be more 

5 specific. 

6 Q. No, I cannot. 

7 A. Okay. How would you --

8 Q. Well, I think we'll just leave it at 

9 what you said. 

10 A couple of questions. I know you were 

11 asked a number of questions about the FPL-NED. 

12 A. Yes. 

13 Q. Do you know how long that has been 

14 recorded on the books of FPL? 

15 A. It was purchased -- bear with me a 

16 minute because I do have that. In 2004. 

17 Q. Are the costs associated with FPL-NED 

18 recorded below the line for ratemaking purposes? 

19 A. No. They are just simply removed. They 

20 are removed via separation factor of zero, giving no 

21 effect to retail ratemaking. 

22 Q. Okay. And you described that to 

23 Ms. Bennett earlier; is that right? 

24 A. I believe I did. 

25 Q. And FPL is regulated by FERC, or FLP-NED 
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1 is regulated by FERC? 

2 A. They're regulated both by FERC and the 

3 Northeast Power Pool, as I understand it. 

4 Q. Are the prices regulated at all by the 

5 New Hampshire Commission? 

6 A. Now you are getting beyond what I can 

7 probably talk intelligently about. 

8 Q. All right. One last question. Do you 

9 know who the customer is with FPL-NED or customers? 

10 A. Yes. Seabrook is a customer and the 

11 Pool itself is a customer. So the parties that take 

12 transmission services from NED and the Pool are 

13 customers. 

14 Q. Okay. Great. Thank you. 

15 Could you turn to your Exhibit 15, 

16 KO-15? 

17 A. Yes. 

18 Q. I want to ask you a few questions about 

19 some of the specific lines. If you could, on the 

20 very top there is FPL capacity adjustments and the 

21 first row is megawatt capacity per forecast. Do you 

22 see that? 

23 A. Yes, I do. 

24 Q. And for 2009 it is listed as 19,753? 

25 A. Yes. 
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1 Q. Does that figure include the capacity 

2 for West County Unit 1? 

3 A. Yes, it does because the only adjustment 

4 we're making for '09 is the small correction of 31. 

5 So it has to include all West County capacity, for 

6 Unit 1 I should say. 

7 Q. And what kind of capacity is represented 

8 by that figure? 

9 MR. BUTLER: Which figure, the 31 or 

10 the 19,753. 

11 MR. BECK: The 19,753. 

12 THE WITNESS: Generating capacity. 

13 BY MR. BECK: 

14 Q. Is it net summer peak capacity? 

15 A. We've responded and I can't recall. 

16 There is a very specific calculation, and, honestly, 

17 off the top of my head I cannot recall. 

18 Q. Now, if you know, again for the 19,753, 

19 do you know how much capacity is included for West 

20 County Unit 1? 

21 A. I don't know exactly. It would be 

22 approximately 1200 megawatts. 

23 Q. And that is operational, is it not? 

24 A. No, it is not. 

25 Q. Do you know when it will become 
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1 operational? 

2 A. Any day. 

3 Q. The second line that Mr. Butler referred 

4 to, the 31 adjustments to existing capacity, how is 

5 that number derived and what does it represent? 

6 A. We're correcting our forecast to this 

7 more precise 19,722, so I can't tell you exactly 

8 what the error was in the original forecast. I 

9 don't have that detail and have not studied that 

10 detail, but it is just a correction of the estimate 

11 in the forecast. 

12 Q. Okay. And, again, that's included in 

13 2009 and then it is also added in in 2010? 

14 A. Because it is a cumulative effect. You 

15 see how on the forecast we rolled through the same 

16 number in each period, and now we're rolling through 

17 the corrections that needed to be made to give the 

18 more accurate view of what each of those years would 

19 present for FPL capacity. 

20 Q. Okay. 

21 A. The adjusted, because the starting point 

22 was wrong in both years. 

23 Q. For 2011 it is 1,188, do you know what 

24 that represents? 

25 A. There were -- there were additional 
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1 corrections that --

2 THE WITNESS: I'm sorry? Oh, yeah. 

3 Thank you, John. I'm getting dense. 

4 Yes, the 1,188 is the sum of the 1219 

5 and the 31. So we've rolled through in each 

6 period. Because our starting point was wrong, 

7 very slightly wrong in '09, a little more 

8 wrong in '010, and we missed West County 3 in 

9 'all, so we rolled through those corrections 

10 in each period. 

11 BY MR. BECK: 

12 Q. Okay. Let me move down just a little 

13 bit on the page to the NextEra capacity adjustments. 

14 And under adjustments to existing capacity there, 

15 there is a figure of 34. Do you know how that was 

16 derived? 

17 A. No. Again, it is a correction of the 

18 earlier forecast. I do not know specifically. 

19 Q. And that would be true for all the 

20 corrections there, the same answer? 

21 A. Yes. Well, there is just the one, and 

22 then we show -- you know, it is the same format. 

23 Then we show the unidentified wind addition update 

24 and we roll that through. 

25 Q. And what is the source of your data f o r 
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1 those corrections? 

2 A. NextEra themselves. 

3 Q. Do you recall when you received that 

4 information from NextEra? 

5 A. I believe during the process of 

6 preparing rebuttal, which would have been -- I mean, 

7 what we endeavored to do here was to demonstrate 

8 that our forecast, though not precisely accurate, 

9 we're darn close and made almost no difference in 

10 the allocation. So we reached out. 

11 I mean, normally I don't think we would 

12 do that except there has been a dramatic change in 

13 prospects for NextEra, so it made sense to sort of 

14 see how well that lined up. And so that would have 

15 been in the end of July/early August timeframe, I 

16 would think. 

17 MR. BECK: Okay. Terrific. Ms. 

18 Ousdahl, thank you very much. I appreciate 

19 it. And That's all the questions I have. 

20 MR. BUTLER: Before we go to the next 

21 question, we need to take a short break here. 

22 Ms. Ousdahl is getting a little weary after 

23 talking about accounting for hours after 

24 hours. 

25 MR. MOYLE: Who else has questions? 
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1 This is Jon. Do you know? 

2 MS. GRIFFITHS: This is Meghan with 

3 SFHHA. I will have some questions. 

4 MR. BUTLER: Do you have questions too, 

5 Jon? 

6 MR. MOYLE: A few. I'll let Meghan go 

7 first, and then anything she doesn't cover, 

8 I'll followup with. 

9 MR. BUTLER: Okay. So We can keep it 

10 pretty short. Come back at 4:30. 

11 (Brief recess.) 

12 CROSS EXAMINATION 

13 BY MS. GRIFFITHS: 

14 Q. Good afternoon, Ms. Ousdahl. My name is 

15 Meghan Griffiths, and I represent South Florida 

16 Hospital and Healthcare Association. I am going to 

17 proceed with some questions first on the issue of 

18 FIN 48. So could you please turn to page 6 of your 

19 rebuttal testimony and also pull up SFHHA's ninth 

20 set of interrogatories, question number 278. 

21 A. I've got my testimony. We're hopefully 

22 pulling the interrogatory. 

23 Q. I think we can get started while they're 

24 pulling up that and we can refer to it later if we 

25 need to. Ms. Ousdahl, you are familiar with the 
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1 term FIN 48, are you not? 

2 A. Yes, I am. 

3 Q. And what does FIN 48 stand for? 

4 A. It is a financial interpretation number 

5 48. It deals with the accounting for uncertain tax 

6 position. 

7 Q. And has FPL adopted FIN 48? 

8 A. Yes. 

9 Q. All right. Has FPL quantified its 

10 uncertain tax position in accordance with FIN 48? 

11 A. Yes, we do. 

12 Q. And then just for clarification, so I 

13 can make sure my understanding is correct and it is 

14 the same as your understanding. Is FIN 48 more or 

15 less a requirement that companies quantify uncertain 

16 tax positions in the event that in the future the 

17 IRS may determine that there is some liability 

18 associated with their tax positions? Is that 

19 accurate? 

20 A. Well, I think the purpose of FIN 48 was 

21 to try to, the standard setters believed that we 

22 needed to as filers provide the represented assets 

23 and liabilities under a certain method of 

24 calculating those, a probabilistic method, that 

25 would represent obligations or benefits that might 
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1 be derived from positions we were taking in our 

2 filings, In our tax filings that were uncertain. 

3 Q. And is it FPL that has the discretion to 

4 determine which tax positions may result in an 

5 obligation? 

6 A. FPL's responsible for appropriately 

7 reflecting generally accepting accounting principles 

8 in its financial statement; and, therefore, I 

9 believe the answer to your question, if I understand 

10 it is that, yes, our company is responsible for 

11 applying that GAAP FIN 48 appropriately in our 

12 financial statement and recognizing the obligations 

13 or benefits that we estimate will be derived from 

14 these uncertain tax positions. 

15 Q. And could you explain for me the 

16 relationship between FIN 48 and the ADIT benefits? 

17 A. Well, as it is reflected in our 2010 

18 financials, our uncertain tax position as required 

19 by FIN 48, largely relating to repair projects and 

20 some mixed service cost overhead items, are 

21 reflected as a credit to accumulated deferred taxes. 

22 So we've both reflected it that way for financial 

23 reporting purposes for regulatory reporting, and 

24 we've reflected it that way in these MFRs for 2010 

25 and 2011. 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001716 



159 

1 Q. And so let me more specific. When you 

2 say that your FIN 48 quantification is reflected as 

3 a credit to ADIT in the capital structure, what you 

4 actually mean is that the amount that you have 

5 quantified for FIN 48 reduces the amount of ADIT to 

6 be used in the capital structure; is that accurate? 

7 A. No. It has increased the amount of 

8 accumulated deferred taxes in our capital structure, 

9 which I believe was the nature of the interrogatory. 

10 Q. Yeah, and so let's talk about that. How 

11 much has the company quantified associated with FIN 

12 48? 

13 A. For the 2010 test period we included 168 

14 million. 

15 Q. And that 168 million is a potential 

16 liability of the company with respect to its future 

17 tax payments? 

18 A. No, I wouldn't say it is a future 

19 liability. The 168 million represents the timing 

20 differences that arose from the position we're 

21 taking in our tax return associated with certain 

22 items. I mentioned repair projects and mixed 

23 service costs. So deductions we're taking that 

24 create timing differences that we're recording the 

25 associated deferred taxes with. 
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1 Q. Okay. That create the timing 

2 differences. So basically did the ADIT go up or 

3 down as a result of the amount that you quantified 

4 for FIN 48? 

5 A. It increased. It was a credit to 

6 accumulated deferred taxes. We're giving the 

7 customer the full benefit of our estimated uncertain 

8 tax position, a zero cost capital in the cap 

9 structure. 

10 Q. Okay. I understand it. And that's why 

11 I'm just trying to get clear on the subject matter. 

12 So basically let's turn and just use 

13 this for illustrative purposes, to your Exhibit 

14 KO-12. And I realize this exhibit is used for 

15 something else entirely, but I just want to use it 

16 to examine just a hypothetical or capital structure 

17 and you have an item there listed for deferred 

18 income tax. 

19 A. I do. 

20 Q. Okay. So the company quantified, and 

21 this is do you know what the company's actual 

22 total ADIT was not counting FIN 48? 

23 A. No. Let me try to clarify. We're 

24 not -- in the case of 168 million, we're not 

25 reflecting additional timing differences that we 
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1 don't believe we're entitled to. FIN 48 required us 

2 to cull out those uncertain tax positions. The 

3 positions we are taking o n our return, in this case 

4 it gave rise to accumulated deferred taxes, and 

5 reflect risks associated with those as a part of 

6 financial reporting. 

7 And by risks associated with those, I 

8 mean, we also are required to record any interest 

9 that might be owed on a position or interest that 

10 may be received. So it didn't change anything from 

11 a regulatory accounting perspective on how we would 

1 2 record our deferred taxes. The timing differences 

1 3 existed before or after FIN 48. 

14 Q. Understood. So basically you have made 

15 no adjustment whatsoever to the amount of deferred 

16 income tax in your capital structure with respect to 

17 the FIN 48 quantification? 

18 A. Our capital and structure reflects the 

19 accumulated deferred taxes that we expect to record 

20 in the test year for 2010. Those accumulated 

21 deferred taxes, a portion of that $3 billion balance 

22 has been reflected, or identifi ed as uncertain tax 

23 position. So it makes up a subset of what is 

24 otherwise reported as accumulated deferred taxes. 

25 Q. Okay. Did the ratio of deferred income 
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1 tax in your capital structure go up, down, or stay 

2 neutral with respect to the quantification of FIN 

3 48? 

4 A. It has not been affected by FIN 48. It 

5 is the same amount of deferred taxes that would be 

6 reflected in capital structure with or without FIN 

7 48 . 

8 Q. Okay. Thank you. 

9 I'm going to turn to the issue of the 

10 GBRA, and I would like you to pull up FPL's response 

11 to SFHHA, the second set of interrogatories, 

12 interrogatory number 105. Could you explain for me 

13 the basis of the company's request for an 8 percent 

14 return on rate base versus a 9.82 percent return on 

15 the GBRA? 

16 A. The 8 percent return, as reflected in 

17 D-IA, was originally filed in accordance with 

18 Commission practice and proper regulatory accounting 

19 treatment. It reflects the overall rate of retu r n 

20 on a 13-month average embedded rate base and based 

21 on those properly weighted sources of capital in 

22 support of that rate base. And it is being applied 

23 to all of FPL's, the 8 percent return is being 

24 applied to FPL's requested jurisdictional rate base 

25 for purposes of calculating our return and resulting 
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1 rate increase. 

2 The 9.82 percent rate of return that we 

3 have included in the West County Unit 3 schedule 

4 represents the return that results from application 

5 of generating base rate adjustments as it was 

6 designed in the context of the stipulation that 

7 we're relying on and requesting that the Commission 

8 formalize in its policy on a go-forward basis for 

9 our company. 

10 And that stipulation pointed to the need 

11 determination calculation of revenue requirement for 

12 purposes of calculating the capital cost associated 

13 with new plant that would be recovered under GBRA. 

14 The one thing I need to add is that the 

15 9.82, as you know from looking at the schedules, 

16 includes our requested equity cost of capital of 

17 1 2 . 5 . The stipulation designed GBRA looks to the 

18 company's current cost of equity for purposes of 

19 calculating the overall return. We obviously are 

20 trying through this request to reset our equity and 

21 thus have tried to include a representation of that 

22 return as it would exist after this base rate 

23 determination is made. 

24 Q. Okay. The capital available for the 

25 GBRA, does it include, does the GBRA include 
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1 deferred taxes, ITCs, and customers deposits in the 

2 capital structure? 

3 A. We account for the deferred taxes 

4 associated with West County 3 in our rate base 

5 calculation. The remaining calculation of, the 

6 overall rate of return does not include components 

7 other than debt and equity. 

8 Q. So it includes, and help me out here, it 

9 includes short- and long-term debt and equity but it 

10 does not include deferred taxes, ITCs, or customer 

11 deposits; is that accurate? 

12 A. It includes the deferred tax component 

13 in rate base. So it looks at capital cost of GBRA 

14 plus or minus I'm sorry, the capital cost of West 

15 County 3 plus or minus its deferred taxes for 

16 purposes of calculating rate base. 

17 On the cost of capital side it includes 

18 only what is typically looked at as that incremental 

19 cost of capital as utilized in a need determination 

20 calculation. 

21 Q. And I think where I'm getting lost, and 

22 maybe you can clarify for me, when you say that it 

23 includes the deferred taxes in rate base, in my mind 

24 that is not -- are you inferring base rate or --

25 could you clarify for me what you mean by that? 
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1 A. Yes. I am sorry. I'm probably not 

2 being clear. When we calculate our effect of GBRA 

3 capital for purposes of applying -- West County 3 

4 capital, for purposes of applying a return, in order 

5 to come up with a revenue requirement, we have tried 

6 to mirror what is included in the need determination 

7 process. And this is the way it is approached from 

8 a need determination perspective because it is an 

9 incremental evaluation of the cost of that asset. 

10 So if you turn, I don't know if you have 

11 them handy, but if you turn to our B-6 schedules 

12 that we filed --

13 Q. Let me 

14 A. -- we show the rate base calculation, 

15 and it starts with our production plant estimate 

16 that was developed as a part of the need 

17 determination of $820 million. It adds to that the 

18 transmission that has to be put in place to serve 

19 that third unit of 45 million. 

20 Q. I'm sorry to interrupt you. But could 

21 you tell me what page of B-6 you are on? Or are you 

22 looking at your West County -- you're looking at 

23 your West County schedule, correct? 

24 A. Yes, I am, West County 3 B-6, page 1. 

25 Q. Okay. Go ahead. 
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1 A. That gets us to line 29, plant 

2 inservice. Then we reflect on page 2 of B-6 for 

3 West County 3 the accumulated depreciation of 16.4. 

4 We include the depreciation for the clauses. And 

5 then we include an adjustment for deferred tax of 

6 5.8 million. That gets us to total rate base. 

7 So we've included our deferred taxes in 

8 rate base instead of including -- because that's the 

9 way it's just been developed for need determination, 

10 you get to the same place, whether it is in rate 

11 base or in cost of capital. Then we're applying the 

12 9.8 percent return that you are recognizing or 

13 referring to. 

14 Q. And so what accounts for the difference 

15 in the higher return for the GBRA, the 9.8 versus 8 

16 percent, is it just the incremental -- is it the 

17 cost of debt? 

18 A. Well, D-1A is calculated on an 

19 incremental basis for this new generating facility 

20 only, so it assumed, as was done in the need 

21 determination, that only debt and equity would be 

22 provided as sources for purposes of the GBRA 

23 investment on day 1. 

24 And then we have casted out as within 

25 the need determination that debt cost, and we've 
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1 applied, as I said, our common equity request in 

2 this proceeding. 

3 So, yes, we don't have $3 billion of 

4 deferred taxes associated with GBRA. This is the 

5 GBRA only view. I'm sorry. I keep saying that. 

6 This is the West County 3 only view of revenue 

7 requirements f o r this interim base rate approach for 

8 West County 3. 

9 Q. All right. So I think I'm getting it. 

10 And sorry this is taking a little while. But it 

11 does not so to calculate your revenue requirement 

1 2 for West County Energy Unit 3, you looked at only 

13 the debt and equity portion, you did not count the 

14 low cost capital available from ADIT, lTC, or so on; 

15 is that accurate? 

16 A. Include the deferred taxes that would be 

17 reported for West County 3 in the first year, that's 

18 it. We're not reflecting the embedded cost sources 

19 for the company overall because the need 

20 determination isolates out the cost associated with 

21 that investment. 

22 Q. Okay. I got it. ADIT associated with 

23 the unit itself? 

24 A. That's correct. 

25 Q. Okay. Thank you. 
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1 Did the company do any calculation to 

2 determine if it had put your Unit 3 in rate base if 

3 the revenue requirement associated with that asset 

4 would have gone down because of the various forms of 

5 capital embedded in the capital structure and rate 

6 base? 

7 A. Well, I think answering that depended on 

8 a few other assumptions. GBRA is intended to go 

9 into place when that unit goes commercial, which in 

10 the case of West County 3 will not be on 1-1-2010 or 

11 1-1-2011. It will be, we hope, June 1, 2011. 

12 So in base rate setting, typically 

13 speaking, assets have to be reflected on an embedded 

14 cost 13-month average basis. What we're doing here 

15 is implementing GBRA for West County 3 designed to 

16 go into place on full one-year revenue requirements, 

17 but not until the unit is in service. So it is not 

18 a one-for-one comparison from that respect. 

19 Q. I understand that. And I think I'm just 

20 trying to get a picture here, though, of how the 

21 different weighted average cost of capital for rate 

22 base versus the weighted average cost of capital for 

23 the GBRA would impact the revenue requirement 

24 associated with that asset. 

25 So is it possible to make the assumption 
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1 that the unit was going to go into service at the 

2 time that your new rates would go into effect, 

3 January 1, 2010, would the revenue requirement 

4 associated with that asset be lower as a result of 

5 having the asset in rate base versus if it had the 

6 lower weighted average cost of capital? 

7 A. If we used an 8 percent return to 

8 calculate the revenue requirements for West County 

9 3, it would be a lower overall revenue requirement 

10 than the need determination approach that we have in 

11 employed. 

12 Q. Okay. Thank you. 

13 Now, you talked about the needs 

14 determination made the determination that it would 

15 look at debt and equity for that asset. However, is 

16 this the case that the same sources of capital that 

17 are available to FPL to pay for that asset are the 

18 same sources of capital that are available to it to 

19 pay for other rate based assets? 

20 A. I hate to make you do this, but do you 

21 mind repeating your question? 

22 Q. I hate to have to repeat it because I'm 

23 not sure I can. Let me try it again. Let me just 

24 back up. Because if you go to interrogatory number 

25 105, you've used the term "incremental sources of 
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1 capi tal. " 

2 A. Okay. Wait. I've got to find 105. 

3 Here we go. Yes, I'm with you. I'm sorry. 

4 Q. What do you mean by "incremental sources 

5 of capital"? 

6 A. Well, the incremental analysis is that 

7 used in the need determination. When you are 

8 evaluating investment alternatives, and that's the 

9 context of the evaluation that is done in a need 

10 determination proceeding, you would utilize only 

11 incremental costs associated with debt and equity to 

12 put each of these sources on equal footing. So 

13 that's the economic approach taken to evaluating 

14 these resource alternatives. 

15 Q. Now, does that approach make the 

16 assumption that there are different sources of 

17 capital available to fund that particular unit than 

18 would otherwise be available to the company to fund 

19 other assets or other parts of rate base? 

20 A. This analysis is ignoring all other 

21 costs associated with the company's operation, and 

22 it is isolating out the cost associated with West 

23 County 3 b y design for pu r poses of evaluating the 

24 economics of that alternative. So it bears no 

25 connection in that regard to the other e mbedded 
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1 sources of capital in the business. 

2 Q. Okay. Now, earlier on 1n this 

3 deposition, several hours ago, you went through an 

4 exhibit with the staff, and I am not sure if I have 

5 the number correct. I think it was staff 

6 interrogatory number 15. And you were asked some 

7 questions regarding --

8 A. Staff 15? 

9 Q. Yes. 

10 A. You are saying we went through it today? 

11 Q. You went through it with Ms. Bennett 

12 earlier today. And basically your response to her 

13 was that you were not able to -- the company is not 

14 able to identify in rate base where capital comes 

15 from for the various assets that were identified in 

16 that exhibit. Do you recall those questions? 

17 A. If we're talking about D-IA, I didn't 

18 say we couldn't identify the source. In fact, I 

19 think I tried to be very clear, we can't identify 

20 how it is used. I mean, we know when we've issued 

21 common equity. We know and can trace the derivation 

22 of the deferred taxes we're recording because those 

23 are timing differences related to certain 

24 transactions. We can't trace after that derivation 

25 of source how those sources of capital are used then 
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1 in support of the business. 

2 Q. Okay. And thank you for clarifying 

3 that, because what I want you to explain to me is 

4 why you can't trace those sources of capital with 

5 respect to, I believe it is D-1A, but you can, it 

6 appears, identify incremental sources of capital 

7 with respect to West County Energy Unit 3. 

8 A. What this is assuming, the West County 

9 Energy 3 cost of capital calculation, it is 

10 isolating out the sources that would be utilized to 

11 invest in this asset. 

12 So forgetting everything else that is 

13 going on in our business today, if you went out and 

14 financed this asset and you wanted to compare it 

15 heads up with other alternatives, you would finance 

16 that with a mix of debt and equity. That's what 

17 this is isolating out. 

18 The conversation that we had today with 

19 Ms. Bennett had to do with trying to identify 

20 sources and link those to rate base adjustments, and 

21 that's the process for which I cannot comply. I 

22 can't do that. 

23 Q. Okay. I understand that, so let me ask 

24 you this: Is it the case that you cannot finance 

25 West County Energy Unit 3 based on capital available 
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1 from ADIT, lTC, or customer deposits? 

2 A. No, it's not tha t you can't finance the 

3 acquisition through all sources, but we're assuming 

4 those sources are already deployed in the existing 

5 rate base, so we're looking at this separately. 

6 Q. Let me move on to your Exhibit KO-12. 

7 A. Okay. 

8 Q. And I have some questions regarding this 

9 exhibit, and I also need some explanation from you 

10 on how this shows a potential -- well, first of all, 

11 does this exhibit show a potential normalization 

12 violation that could result from double counting 

13 deferred income taxes? 

14 A. Yes, we believe it does. 

15 Q. Okay. Now, I wanted to ask you about 

16 some of the assumptions that you make in this 

17 exhibit, and the ones that I noticed, and if you 

18 could explain to me why you did this, the clause 

19 capital structure that you have in the upper 

20 right-hand corner of this exhibit --

21 A. Column 2. 

22 Q. Yes, that's correct -- what does Wtd COC 

23 stand for under the last column there? 

24 A. Weighted cost of capital. 

25 Q. So the weighted cost of capital that you 
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1 use here is 8 percent; is that accurate? 

2 A. Yes, that's what is reflected in this 

3 example. 

4 Q. But that's not the weighted average cost 

5 of capital that you are proposing for the GBRA, 

6 correct? 

7 A. No. As you know, this is an 

8 illustrative example on the impact of capital 

9 structure reconciliation. 

10 Q. So is it the case, then -- and you say 

11 clause capital structure. Are you referring to any 

12 particular clause? 

13 A. No. The example's intended to show that 

14 there are items that are eliminated from capital in 

15 order to reconcile eliminated from capital 

16 structure in order to reconcile to rate base that 

17 include costs, including capital costs, that we 

18 recover through clause. So it is duplicating in 

19 column 2 the capital structure as it would apply to 

20 $700 million of clause investment. 

21 Q. But the hypothetical clause capital 

22 structure, it doesn't reflect any actual capital 

23 structure of any clause that the company currently 

24 has, correct? 

25 A. No. It is intended in our clause rate 
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1 setting to reflect the embedded cost structure and 

2 capital structure that has been approved by the 

3 Commission in prior cases. So it is matching the 

4 capital structure that we're allowed to collect from 

5 a base rate perspective. 

6 Q. I don't think I understood that, what 

7 you mean by it is matching the -- that last sentence 

8 that you said. Could you explain it to me? 

9 A. This specific example shows that the 

10 column 2 weightings for clause capital structure are 

11 identical to the weightings for the total utility 

12 capital structure. The idea would be that for 

13 clause recoveries that are simply being recovered 

14 from another mechanism and there are dollars set for 

15 whatever reason, environmental dollars or so forth 

16 that are being recovered through other vehicles, the 

17 weightings in the costs are the same. 

18 Q. Okay. And the result of a double 

19 counting would happen then because the clause 

20 capital structure also includes a -- for example, 

21 I'm looking at bottom right column, the third down, 

22 where you have got this circled number 112 --

23 A. Yes. 

24 Q. -- where it has got deferred income tax 

25 in the clause capital structure, and I believe 
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1 you've added that to your base rate capital 

2 structure and that's how you got the higher than 

3 equal amount of deferred income taxes in your total 

4 utility capital structure . Did I get that? 

5 A. Yes, I would say that was an accurate 

6 discussion of the page, the bottom part of the page. 

7 Q. Okay. Now, can you -- now, in taking 

8 the example of the GBRA, because -- and actually 

9 using one of the clauses that the company currently 

10 has in place, how does the company determine the 

11 ADIT in the capital structure associated with that 

12 particular unit? For example, the West County 

13 Energy Unit 3, what does the ADIT arise from? 

14 MR. BUTLER: I'm going to have to 

15 object to the form of the question. It seems 

16 like you are calling the GBRA one of the 

17 company's existing clause mechanisms, and it 

18 is not. It is a separate type of mechanism, 

19 but certainly as referred to on this exhibit 

20 on the Commission's established clauses, like 

21 the fuel clause, capacity clause, 

22 conservation, environmental, it is not in that 

23 same category. 

24 MS. GRIFFITHS: Okay. All right. 

25 Thank you for that clarification. 
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1 BY MS. GRIFFITHS: 

2 Q. Are you concerned -- let me ask you this 

3 because it raises another question for me, 

4 Ms. Ousdahl. Are you concerned of double recovery 

5 of normalization violation resulting from, 

6 associated with the GBRA? 

7 A. No, I'm not. 

8 Q. Okay. Thank you for that clarification. 

9 And even with Mr. Kollen's recommendations, you are 

10 not concerned about that? 

11 A. Which recommendations of Mr. Kollen's 

12 are you referring to? 

13 Q. I'm talking about on page 10 of your 

14 rebuttal testimony. 

15 A. My rebuttal? 

16 Q. Yes. 

17 A. Where I'm discussing normalization 

18 violation associated with potential double dip? 

19 Q. Yes, that's correct. 

20 A. And your question is am I concerned I 

21 will have a normalization violation if we deployed 

22 GBRA in the way that it has been being deployed 

23 since Turkey Point 5 was put into service back in 

24 '07? 

25 Q. You know what, I think that was a very 
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1 poorly worded question on my part. Let me back up 

2 and just make sure that my understanding of your 

3 concerns regarding normalization violations is 

4 correct. 

5 Is your concern regarding normalization 

6 violation limited to double recovery associated with 

7 deferred taxes in the company's existing clauses? 

8 A. Well, the company's concerns about 

9 normalization violation would contemplate any 

10 inconsistency that might be ordained through 

11 ratemaking that would provide for different 

12 assumptions around books depreciation, 

13 depreciation -- the resulting depreciation expense, 

14 income tax expense, and rate base. So it runs the 

15 gamut of any consistency violation. 

16 And the proposal that we have made in 

17 the base rate filing herein as filed and the 

18 proposal we have made for the Commission to continue 

19 GBRA does not represent a normalization violation. 

20 Q. What recommendation does Mr. Kollen make 

21 that you believe could result in a potential 

22 normalization violation? 

23 A. Mr. Kollen, as I understand it, 

24 recommends that the Commission make all reconciling 

25 adjustments to capital structure in 0-lA over 
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1 investor sources only, as I'm trying to illustrate 

2 in KO-12. 

3 Q. Okay. All right. Understood. And then 

4 do you distinguish -- how do you distinguish 

5 Mr. Kollen's arguments regarding the investor 

6 sources, basically making adjustments to investor 

7 sources of capital as different than what the 

8 company, or than what the Florida Public Service 

9 Commission recommended in the order that Ms. Bennett 

10 had you go over earlier today? I believe that is 

11 Docket Number 080677 and it is Exhibit KO-11, page 

12 8 . 

13 A. And which company order was that? 

14 Q. That one is the Gulf Power Company. 

15 A. And you are asking me to compare what 

16 Mr. Kollen's recommended with regard to investor 

17 sources only reconciliation adjustments with what 

18 was done in Gulf Power --

19 Q. That's right. 

20 A. -- in this order dated June 2002? 

21 Q. That's correct. 

22 A. Mr. Kollen is recommending, as I 

23 understand it, that all of our pro rata adjustments, 

24 which total some $2 billion, be applied only to 

25 investor sources, resulting in a tremendous increase 
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1 in the overall deferred income tax component of 

2 capital structure. 

3 That is not what was done in the Gulf 

4 order. As we discussed this morning, the 

5 adjustments were done over pro rata sources by the 

6 company. The very small amount of final adjustments 

7 by the Commission, and I don't recall the number, 

8 but it was very insignificant, those were performed 

9 over investor sources only. A tremendous difference 

10 in result. 

11 Q. Okay. Could normalization violations be 

12 avoided by keeping the ADIT in the base rate capital 

13 structure as opposed to moving it to the clause 

14 recovery capital structures? 

15 A. Potentially. I mean, the Commission has 

16 designed its clause recoveries of capital items to 

17 utilize appropriately the company's overall cost of 

18 capital so as to not get into sort of the 

19 reconciliation nightmare that you are suggesting. 

20 Q. So -- but if you did keep it in rate 

21 base, then you would not have the concern of the 

22 normalization violation; is that correct? I should 

23 say the rate base capital structure to be more 

24 specific. Sorry. 

25 A. No. What would happen -- I'm trying to 
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1 play that out -- if you captured 100 percent of 

2 deferred income tax in base rate, you would lower 

3 your base rate return, and so, therefore, you are 

4 going to have to increase it in clause and AFUDC 

5 accrual. You're going to have to change what you do 

6 when you develop your AFUDC rate, and you're going 

7 to have to change what you do when you develop your 

8 clause cap structure. So you're going to have 

9 different rates of return in different, in ongoing 

10 different recovery mechanisms. I don't see the 

11 benefit of doing that at all. The method utilized 

12 today works well. 

13 Q. And just to play it out, if you did have 

14 your ADIT in your base rate capital structure, what 

15 would be the impact on the overall revenue 

16 requirement if you were looking at, say, base rate 

17 plus your clauses? 

18 A. I have not calculated that. I mean, you 

19 would lower one and you would raise the other. 

20 Hopefully the idea here would be to get the same 

21 return overall, but I have not calculated that. 

22 Q. Okay. Regarding AFUDC, is the AFUDC 

23 rate the same as the rate of return and rate base? 

24 A. It is calculated on the same basis. It 

25 is reset every year. In the Commission rules they 
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1 outline the approach and it utilizes all sources of 

2 capi tal. 

3 Q. Okay. Is ADIT accounted for in AFUDC? 

4 A. It is. 

5 Q. And does FPL follow the FERC uniform 

6 system of accounts with respect to AFUDC? 

7 A. Well, the FERC AFUDC calculation, as I 

8 understand it, does not include accumulated deferred 

9 taxes. It includes the offset of accumulated 

10 deferred taxes in rate base. So we follow the 

11 Commission's methods. It is just a different way of 

12 collecting the same dollar of cost. 

13 Q. Okay. Got it. So the ADIT is in AFUDC 

14 for the Florida Public Service Commission whereas it 

15 is accounted for differently for the FERC uniform 

16 system of accounting in rate base? 

17 A. It offsets rate base for FERC regulatory 

18 purposes, as I understand it. 

19 Q. I wanted to ask you -- and I'm switching 

20 gears here now to the ITC adjustment that you made 

21 in Exhibit KO-16. And that I believe is listed as 

22 item number 18? 

23 A. Yes. 

24 Q. So am I correct in understanding that 

25 the revenue requirement impact of your moving the 
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1 ITC credit to the environmental clause is a decrease 

2 in the revenue requirement? 

3 A. Yes. 

4 Q. Of approximately $1.5 million? 

5 A. Yes. 

6 Q. All right. Now, if I understand this 

7 correctly, decreasing the ITC amounts in rate base 

8 also decreases the cost free capital associated with 

9 those assets in the capital structure; is that 

10 correct? 

11 A. No. 

12 Q. Okay. 

13 A. As you 

14 Q. How does it impact the capital structure 

15 to remove the investment tax credit? 

16 MR. BUTLER: I'm sorry. Mrs. Ousdahl, 

17 was not finished with her answer. 

18 MS. GRIFFITHS: Oh, I'm sorry. Go 

19 ahead, Ms. Ousdahl. 

20 THE WITNESS: As you can see on D-IA, 

21 which I don't have in front of me, but we've 

22 looked at today, ITC is one component. And 

23 when we change any of the component amounts, 

24 it is going to change the ratio. Each of 

25 those components has a different cost. The 
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1 ITC rate is 9.7 percent. 

2 We've lowered the ITC rate -- I'm 

3 sorry, we've lowered the ITC ratio by removing 

4 those dollars, which has lowered then the 

5 overall rate. When we then apply that to rate 

6 base, it lowers revenue requirement. 

7 BY MS. GRIFFITHS: 

8 Q. Thank you for pointing me to that 

9 exhibit. That helps. 

10 A. Let me clarify. It is not a cost free 

11 source of capital. 

12 Q. And I see that. Thank you. 

13 And let me move to another topic now, 

14 which is the adjustment to the revenue requirement 

15 associated with the NEIL distribution. 

16 A. Yes. 

17 Q. Which item is that on KO-16? 

18 A. Number 2 . 

19 Q. All right. So for the record, what does 

20 NEIL stand for? 

21 A . Nuclear Electric Insurance Limited. 

22 Q. And so am I correct that NEIL is a 

23 utility owned insurance program that insures FPL for 

24 losses regarding its nuclear assets? 

25 A. NEIL is a mutual insurance entity that 
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1 we participate in, along with other owners of 

2 nuclear plants, to insure collectively certain 

3 portions of potential losses. 

4 Q. And you received distributions from NEIL 

5 in 2008; is that correct? 

6 A. I understand that we did. 

7 Q. And were those distributions 

8 approximately $175 million? 

9 A. I do not --

10 Q. I'm sorry. I gave you the wrong number. 

11 Do you know the distribution amount associated with 

12 the NEIL program in 2008? 

13 A. I don't have our '08 distribution, but 

14 it was probably along the lines of what we adjusted 

15 here, more on the order of 10 or 11 million dollars. 

16 I just don't have that in front of me. 

17 Q. Okay. Let's see. Could you turn to 

18 page 57 of your testimony? 

19 A. Yes. I am there. 

20 Q. All right. On line 3 through 11 you say 

21 that "the company has been alerted by NEIL in 

22 December 2008 to the possibility that poor 

23 investment performance in 2008 might affect NEIL's 

24 ability to make future distributions." 

25 A. Yes. 
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1 Q. Did you review any documentation that 

2 told you that NEIL would not be making distributions 

3 in 2009? 

4 A. There were a number of sources that were 

5 reviewed by the company. I am supporting this from 

6 an adjustment perspective only. But I understand we 

7 participate as a member rep -- we have a member 

8 representative that participates. There are 

9 periodic meetings with NEIL's membership and board 

10 throughout the year. 

11 They sent us a letter at the end of '08 

12 alerting us to the decline in surplus of more than a 

13 billion dollars, the extreme loss year they suffered 

14 in' 08, and made it clear that their goals had to be 

15 to rebuild the surplus and ready the funds for 

16 future losses and that we should not as member 

17 companies be anticipating distribution. 

18 MR. BUTLER: I was not able to jump in 

19 quickly enough there to ask, but, Ms. 

20 Griffiths --

21 MS. GRIFFITHS: Yes. 

22 MR. BUTLER: I think I heard in your 

23 question you asking Ms. Ousdahl about what she 

24 had reviewed in coming to the conclusion 

25 reflected in her testimony that there was not 
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1 going to be a distribution for 2009; was that 

2 right? 

3 MS. GRIFFITHS: That might be what I 

4 said. 

5 THE WITNESS: I was answering '09. 

6 They talked to us about '09 and -- well, 

7 right, we've adjusted what was in our forecast 

8 for 2010. Her question was about '0 9, and I 

9 was answering with regard to the expectation 

10 for '0 9 and beyond. 

11 MR. BUTLER: Okay. 

12 BY MS. GRIFFITHS: 

13 Q. And perhaps I should - - unfortunately, 

14 you just had me have cause to ask more questions. 

15 Is there any difference in the company's 

16 belief that there will be distributions in '09 

17 versus '010; do you have any sources of 

18 documentation or information that confirm that the 

19 company will not be receiving those distributions? 

20 A. No. We have no additional sources of 

21 information other than the letter and the 

22 participation in the meetings that I referenced in 

23 response to your other question. 

24 Q. Okay. And did anybody in this 

25 proceeding provide any supporting documentation t o 
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1 reflect that the '09, '010, or '011 distributions 

2 for NEIL would be different than they were in prior 

3 years? 

4 A. I reference the letter that I saw, the 

5 annual report that you sent me last night, which 

6 certainly underscores our assumption, and that is 

7 all I have reviewed. 

8 Q. And so let me ask you about that annual 

9 report. I reviewed it and I saw no statement that 

10 reflected anything asserting that the company, that 

11 NEIL would no longer be making distributions, and so 

12 I was wondering what you are relying on in addition 

13 to that annual report. Is there more information 

14 provided to the company than is provided in that 

15 annual report to shareholders? 

16 A. Well, again, I had not reviewed the 

17 annual report; but I completely disagree with your 

18 statement that there is no information here that 

19 points to the very likely event of the lack of 

20 distributions in the future. 

21 Throughout this entire report, the 

22 overview on page 5, which notes their challenging 

23 year, worst year ever for loss, suffered through the 

24 most difficult year from an investment perspective. 

2 5 They note on page 6 at the end: At 
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1 year-end we remain concerned about the economic 

2 outlook for 2009. We remain cautious and defensive 

3 in our investment strategy. Our allocation retains 

4 a meaningful allocation to risk bearing investments 

5 that offer the potential for returns over the 

6 long-term, but there is a significantly greater 

7 focus on capital preservation than there has been 

8 historically. 

9 Read between the lines. That means 

10 we're not going to be distributing cash. 

11 They note on page 12 that we had an 

12 overall loss ratio last year in '08 that exceeded 

13 208 percent; and on and on and on. I thought it 

14 supported very well our concerns. 

15 Q. How long has the company been a member 

16 of NEIL? 

17 A. I do not know. 

18 Q. To your knowledge, has it ever been the 

19 case that distributions have not been made? 

20 A. I do not know. 

21 Q. Is there any witness that you can think 

22 of that would know? 

23 A. Art Stall, perhaps. I'm not certain. 

24 Q. Who provided you the information making 

25 the recommendation to increase the revenue 
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1 requirement associated with potential losses in NEIL 

2 distributions? 

3 A. I don't know the -- well, I received the 

4 data from Bob Barrett, who is a witness in the case. 

5 Q. Would Mr. Barrett have knowledge of the 

6 letter that you are referring to regarding a 

7 potential decline of future NEIL distributions? 

8 A. Bob provided me the letter. 

9 Q. Could we get that letter somehow? 

10 A. Yes. That's not a problem. 

11 MS. GRIFFITHS: What's the best way to 

12 do that, John? 

13 MR. BUTLER: I think probably just we 

14 can make it a late-filed exhibit to the 

15 deposition. 

16 MS. GRIFFITHS: Let's do that. I have 

17 lost track of what number we're on. 

18 MR. BUTLER: I think it is 8, isn't it? 

19 MS. GRIFFITHS: I'm just going to call 

20 it NEIL, N-E-I-L, letter; is that all right? 

21 MR. BUTLER: I'm just going to put a 

22 date on it. December 12, 2008 NEIL letter. 

23 (Late-Filed Deposition Exhibit 8 to be 

24 marked for identification.) 

25 MS. GRIFFITHS: Let me go over my notes 
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1 real quick and I might be corning to a close. 

2 Just a moment. 

3 (Brief pause.) 

4 BY MR. GRIFFITHS: 

5 Q. And this is one additional question that 

6 I have that I think you're going to refer me to 

7 another witness regarding the let's see. This is 

8 regarding the potential funds associated with 

9 stimulus bill money. Who is the witness that can 

10 describe the grants that the company has -- who can 

11 describe how each project associated with those 

12 grants is incremental to what is already in the 

13 revenue requirements? 

14 A. Witness Bennett and witness Santos both 

15 have testimony regarding those assessments. 

16 MS. GRIFFITHS: Those are all the 

17 questions I have. Thank you, Ms. Ousdahl. 

18 CROSS EXAMINATION 

19 BY MR. MOYLE: 

20 Q. This is Jon Moyle. I represent FIPUG. 

21 I have a few questions. Would you prefer to take a 

22 break or let's keep going? 

23 A. How long do you think? Is that a fair 

24 question? 

25 MR. BUTLER: Yes, it is. 
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1 THE WITNESS: And I'm not upset about 

2 going a long time, but if it is going to be 

3 more than 20 or 30 minutes, I probably ought 

4 to take a quick break. 

5 MR. MOYLE: I don't want to say 20 or 

6 30 and have it go 40 or 50. Why don't we take 

7 five minutes and then we'll join back up? 

8 THE WITNESS: Thank you. 

9 (Brief recess.) 

10 MR. MOYLE: Let's go back on the 

11 record. 

12 BY MR. MOYLE: 

13 Q. I'm Jon Moyle, and I represent FIPUG. I 

14 have a few questions. I don't believe they will be 

15 as lengthy as other parties who have asked you 

16 questions. 

17 In reviewing your testimony, I noted 

18 that you are licensed in the State of Texas to 

19 practice accounting; is that right? 

20 A. That's correct. 

21 Q. Are you licensed in the State of 

22 Florida? 

23 A. No, I'm not. 

24 Q. Why did you get licensed in the State of 

25 Texas? 
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1 A. Because I've spent the last 25 years of 

2 my career in Texas. I'm relatively new to Florida. 

3 Q. And you spent those 25 years with 

4 Reliant Energy, or I'm sorry, Houston Lighting & 

5 Power? 

6 A. Houston Lighting & Power many decades 

7 ago. Reliant Energy just prior to my coming to work 

8 at FPL. 

9 Q. So the 25 years you were in Texas, you 

10 have been employed in the energy sector; is that 

11 correct? 

12 A. Yes. I had a brief stint at a small 

13 cable roll-up called Cable Comm, but it was a fairly 

14 short couple of years' employment there. 

15 Q. Is what you do for the company, do you 

16 consider it to be the practice of accountancy? 

17 A. No. Not under the licensing board 

18 standards either in Florida or Texas, no. I work as 

19 a corporate accountant. I maintain my license 

20 because it is an important accreditation as an 

21 accountant. 

22 Q. Well, just distinguish for me, if you 

23 would, what you do for the company and how that does 

24 not translate into the practice of accountancy in 

25 your view? 
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1 A. Well, the CPA license provides an 

2 opportunity for individuals to practice public 

3 accountancy, meaning largely to provide assurance 

4 services to other entities, so to perform audits, 

5 generally speaking, of other entity's financial 

6 statements. 

7 I am responsible for preparing the 

8 financial statements of FPL Company. I have a 

9 corporate accounting responsibility. I'm likewise 

10 responsible for the controls associated with the 

11 operations, the financial controls associated with 

12 the operations of FPL in my responsibilities as 

13 controller. 

14 Q. Would you just briefly distinguish for 

15 me your responsibilities as compared to the 

16 responsibilities of Mr. Barrett as compared to the 

17 responsibili ties of Mr. Pimentel? 

18 A. Yes. I'm the controller. As I said, I 

19 prepare the financial statements for the entity. 

20 I'm responsible for the maintenance of internal 

21 controls. I'm responsible for management reporting. 

22 Bob Barrett is the vice president of 

23 finance. He performs a forecast and budget and 

24 overall financial analysis role for FPL Utility. 

25 And Armando Pimentel of course is the 
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1 CFO of FPL Group. He's the chief financial officer. 

2 He's responsible for all financial aspects. 

3 So Bob and I do report up to Armando 

4 Pimentel indirectly. I'm sorry. No, Bob Barrett 

5 does not. Bob Barrett reports to Armando Olivera, 

6 the president of FPL. I report through Mike Davis, 

7 the CAO of the company, to Armando Pimentel. 

8 Q. With respect to financial information of 

9 the company, other than Mr. Pimentel, do you know 

10 who else signs the financials under Sarbanes-Oxley? 

11 A. Our chairman, Lew Hay, Armando Pimentel. 

12 Mike Davis signs the financial affidavits. He's the 

13 chief accounting officer. 

14 Q. And you are involved in preparing those, 

15 I guess, right? 

16 A. I'm involved in the preparation of FPL's 

17 financial statements. 

18 Q. I have a number of topical areas that I 

19 want to just cover with you. And I think it might 

20 be easiest just to kind of refer you to your direct 

21 testimony and we can have a few conversations about 

22 them. Page 4. 

23 A. You are on my direct? 

24 Q. Yes, ma'am. 

25 A. Okay. 
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1 Q. In line 7 you talk about a 3.1 percent 

2 ROE if there was no relief in 2010 or 2011 as 

3 requested, correct? 

4 A . That's correct. 

5 Q. And in other places I know you said, 

6 well, you didn't include the GBRA adjustment. With 

7 respect to the 3.1 percent, did you assume that GBRA 

8 would be continued or discontinued, the 3.1 percent 

9 on line 7, page 4? 

10 A. The 3.1 percent excludes both the costs 

11 associated with West County 3 and any revenue 

12 associated with West County 3. 

13 Q. So it doesn't impact it one way or the 

14 other? 

15 A. It does not. 

16 Q. And then you also reference the GBRA, I 

17 think you make that point about the mechanism 

18 avoiding the expenditures in the resources 

19 associated with back-to-back base proceedings. 

20 Would it be fair to call the GBRA a mini rate case? 

21 A. No, I wouldn't characterize it as a mini 

22 rate case at all. In fact, if it were a mini rate 

23 case, then there would be no need to exclude the 

24 effects of West County 3 from the 2011 subsequent 

25 year adjustment. And I think my testimony discusses 
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1 tha t . 

2 The GBRA is an interim base rate 

3 increase that exists from the time a plant goes into 

4 service until the time base rates are set. 

5 And it is specifically designed so that 

6 there does not have to be a vetting of those interim 

7 base rate increases as they're based on need 

8 determination filings that have been made 

9 previously. 

10 Q. Historically, plants corning on line 

11 before this settlement agreement, they would be 

12 recovered, would they not, in a rate case? 

13 A. Prior to implementation of the GBRA for 

14 Turkey Point 5 in 2007, and I don't have a long 

15 history here with FPL, but I would have to assume 

16 that plants that went on line prior to that were 

17 included. Well, we haven't had a base rate increase 

18 in the history of this company for 20-some years, so 

19 they had to be recovered through other either growth 

20 in customer sales and revenue or reductions in cost, 

21 or both probably, a lot of both. 

22 Q. Now, as a matter of regulatory policy, 

23 do you have a view on the GBRA? Is it a good idea, 

24 a bad idea, are you indifferent to it? 

25 A. Well, I'm advocating it quite strongly 
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1 in my direct testimony, I believe. I feel it has 

2 been effective as we've applied it in 2007. We're 

3 getting ready to apply it. And, you know, West 

4 county 1 is a great example. Had we included West 

5 County 1 as a part of our stipulation or any other 

6 rate increase prior, we would have assumed that 

7 increase went into rates on June 1st. 

8 Unfortunately, it has taken a little longer to get 

9 the plant in service so customers are not being 

10 charged until that plant becomes commercial. At 

11 that point the GBRA rate associated with West County 

12 1 will be implemented. 

13 Q. And to the extent that you are 

14 advocating for it, you would agree that you would 

15 advocate for it as a matter of regulatory policy 

16 that would extend beyond FPL, wouldn't you? 

17 A. The company is not opining either way on 

18 that. We believe it has worked well for us. We've 

19 applied our fact circumstances historically to this. 

20 We've implemented it with success. We're going to 

21 implement it in '09 twice with success, and we would 

22 like the Commission to recognize formally that our 

23 company should continue to implement GBRA. 

24 Q. How long -- what would its effective 

25 life be? 
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1 A. I think it would depend on how many 

2 units we are going to need to construct. The 

3 implementation of GBRA depends on placing into base 

4 rates on this interim basis costs associated with a 

5 generating plant. 

6 So we know we're going to have West 

7 County 3, and we know we're going to have two 

8 modernizations, well, we believe we will, for 

9 Riviera and Canaveral that will occur in the 2012/ 

10 2013 timeframe. So we certainly expect to be able 

11 to avail ourselves of GBRA for those three from 

12 increases. 

13 Q. In the settlement agreement, GBRA was 

14 available to you for a limited period of time, 

15 correct? 

16 A. It was tied to the period of the 

17 stipulation, that's correct. 

18 Q. And in your testimony you are not 

19 suggesting that there be an end date to the GBRA, 

20 correct? 

21 A. No. We would like the Commission to 

22 formalize the methodology. 

23 Q. And you are aware that Commissions 

24 typically, when they formalize policy, they do so in 

25 rule, aren't you? 
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1 A. I know that is one approach, certainly. 

2 Q. And with respect to the particulars 

3 about how a GBRA is enacted, implemented, I presume 

4 you've had questions about those when you first put 

5 it in place; is that correct? 

6 MR. BUTLER: Questions from whom, Jon? 

7 MR. MOYLE: If she had questions about 

8 how to go about seeking the recovery. 

9 BY MR. MOYLE: 

10 Q. Do you know, were there any questions 

11 with respect to implementation of GBRA ever raised 

12 by FP&L? 

13 A. I don't understand that question. You 

14 are saying did we question the use of GBRA 

15 ourselves? 

16 Q. How to go about applying it. Did you 

17 have any questions about how it would be applied? 

18 A. Well, it has been applied. So if we had 

19 questions -- I do not know. I do not know. 

20 Q. You were not involved in that aspect of 

21 it? 

22 A. No, I have not been. 

23 Q. I'm not clear on FPL's New England 

24 Division, and maybe I can just ask you to help me 

25 understand it. I'm reading it to suggest that FPL, 
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1 the regulated Florida entity, has a division that lS 

2 in New England; is that correct? 

3 A. It has a division that holds assets that 

4 operate in New England, that is correct. 

5 Q. And why is that? 

6 A. When our affiliate NextEra purchased the 

7 Seabrook Nuclear Station back in, I think we said 

8 earlier today 2004, the substation transmission 

9 assets that were associated with that nuclear 

10 generating plant were a part of the acquisition. 

11 And NextEra is not a regulated utility 

12 and, therefore, could not hold and operate those 

13 assets and make sales, make tariff sales of the 

14 service around those assets into the New England 

15 Power Pool, which is what that substation did and 

16 needs to do, that substation operation. 

17 So the assets were transferred in 2004 

18 to FPL. It is accounted for as a division of FPL 

19 and as a wholesale operating division of FPL and 

20 removed for purposes of retail ratemaking. 

21 Q. Are there plans to continue this 

22 relationship? 

23 A. No. I think I had also testified In my 

24 direct testimony and today that the company has 

25 committed to moving FPL-NED division out from FPL 
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1 via some sort of sale to another entity outside of 

2 the FPL consolidated legal entity structure, and 

3 work is being undergone over these last few months 

4 to try to transact that change. 

5 Q. Why is that being done? 

6 A. Well, as I understand it, again, I was 

7 not a firsthand participant, but the company had 

8 gone to the Commission in the fall with a financing 

9 request, as it is required to annually, and a part 

10 of that financing request included $30 million of 

11 capital that needed to be acquired for FPL-NED, and 

12 the Commission raised a number of concerns. 

13 Q. Are you seeking any recovery related to 

14 any extent of FPL New England Division in this rate 

15 case that you are aware of? 

16 A. I'm aware of precisely what we're 

17 seeking recovery of, and it does not include it 

18 would be improper and inappropriate in terms of the 

19 Commission's rules to recover any cost of wholesale 

20 NED from retail Florida ratepayers. So, no, we are 

21 not, and never have. 

22 Q. You were asked some questions 

23 previously, I think it was about your pension. You 

24 mentioned a 7.75 rate. Are you involved with the 

2 5 administration of the pension? 
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1 A. I am not. 

2 Q. Where does the 7.75 number come from, if 

3 you know? 

4 A. Well, each year the company has to 

5 develop as a part of its measurement of our pension 

6 asset and obligation various assumptions. And one 

7 of them is the assumption around the long-term 

8 return on assets invested in the pension trust for 

9 purposes of providing pension benefits to the 

10 beneficiaries of the FPL Group pension plan. 

11 And so a process is undertaken in 

12 conjunction with the actuarial work to establish 

13 those assumptions, those relevant assumptions in 

14 order to come up with the disclosures and the proper 

15 amounts to record in our financial statements for 

16 the following year. 

17 Q. Does the rate change over time, the 

18 pension, the target, if you will? 

19 A. Our assumption that we're speaking 

20 about, which is the return on, long-term return on 

21 assets, has not changed for quite some time. I 

22 don't have a history in front of me, but it has been 

23 in place for at least five years, if not longer. 

24 I mean, the whole idea is it is a 

25 long-term return assumption. A pension plan is 
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1 going to payout over the long-term, not the 

2 short-term, so it is going to need to weather highs 

3 and lows associated with the investment of the 

4 assets, changes in the obligation, et cetera. So it 

5 is established in order to provide and FAS 87, 

6 obviously the accounting guidance for this, allows 

7 for volatility to be normalized and for the pension 

8 obligation to be reflected over time in the 

9 deferrals, gains and losses. 

10 Q. Are there accounting rules or 

11 regulations that dictate or provide guidance as to 

12 the type of investments that should be sought out by 

13 pension funds? 

14 A. No, the accounting guidance does not 

15 dictate how your trust should be invested. 

16 Q. So that's a management decision or the 

17 trustees of the pension plan? 

18 A. The company is charged with the 

19 fiduciary responsibility of managing that plan. 

20 Q. And who within the company manages that 

21 plan? 

22 A. I do not know the exact individual. 

23 There is a formal fiduciary board, and I just do not 

24 know who sits on it. 

25 Q. Can you characterize the investment risk 
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1 that the pension is facing? 

2 A. No, not specifically. I can tell you 

3 that the reason that FPL has such a good track 

4 record in terms of returns associated with the trust 

5 is we have invested in a very balanced way to 

6 provide for what in most years can be a reasonable 

7 return. 

8 Q. Is part of the pension fund assets FPL's 

9 stock, either FPL Group or FPL the regulated 

10 utility? 

11 A. I do not know the assets that we've 

12 invested in specifically. 

13 Q. Which of your witnesses might know that? 

14 Pimentel? 

15 A. Witness Pimentel would be the most 

16 likely. 

17 Q. Are you familiar with need determination 

18 proceedings? 

19 A. No. Only super- -- well, I had to 

20 participate in the need determination for uprate in 

21 nuclear as an accounting witness, gosh, In the 

22 spring of '08, because we had the new statute and 

23 the new rule with regard to projected recovery 

24 through clause. So I did participate minimally. I 

25 am not an expert on need determination. 
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1 Q. Today need determinations, I guess the 

2 one that you participated in, it didn't involve, did 

3 it, consumer groups coming in and contesting the 

4 projected cost of the facility? 

5 A. We had significant representation from 

6 individuals. I shouldn't say significant. We had 

7 an individual participate fully in that need 

8 determination, so, and OPC, of course there was 

9 it was a contested proceeding. 

10 Q. And were the individuals participating 

11 challenging FP&L' s costs? 

12 A. I can't reca ll every bit of cross, but 

13 certain l y the notion of nuclear is not embraced by 

14 all, so to the extent it can be chal lenged, it is 

15 challenged across many facets. 

16 Q. Okay . I think I understand. 

17 On page 29 you talk about capitalized 

18 nuclear fuel. I believe this was used in the 

19 context of the discussion about the lease company. 

20 Can you explain just briefly how nuclear fuel is 

21 treated from an accounting perspective? I presume 

22 based on that it is capitalized; is that right? 

23 MR. BUTLER: I'm sorry. Are you 

24 talking about the way it has been or as we 

25 propose to adjust it that it would be? 
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1 MR. MOYLE: Both. 

2 THE WITNESS: Okay. Currently for FPL 

3 Utility we have entered into a lease with FPL 

4 Fuels, Inc., our subsidiary. So strictly 

5 looking at the utility side we record those 

6 nuclear fuel costs and recover those through 

7 the fuel clause as an operating lease. So the 

8 operating lease cost that we pay to FPL Fuels 

9 and thus recover from our customers through 

10 clause, includes an amortization of the fuel 

11 cost itself as it is burned or used in the 

12 reactor, and it includes the interest costs, 

13 we talked about that earlier, the debt issued 

14 by FLP Fuels, commercial paper, and it 

15 includes some administrative costs passed 

16 along from FPL Fuels to us as purchasers of 

17 the fuel. So it is an expense. It is a fuel 

18 expense for us today. 

19 Would you like me to go on to explain 

20 how that would be accounted for post? 

21 BY MR. MOYLE: 

22 Q. Yes. 

23 A. After the dissolution of FPL Fuels where 

24 we would no longer be leasing the fuel from the 

25 subsidiary, we will be purchasing the fuel directly 
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1 ourselves, FPL Utility, and capitalizing that fuel 

2 in accordance with the USOA on our balance sheet in 

3 the 120 series account. 

4 And then we would 

5 Q. What is the USOA? 

6 A. -- amortize the fuel expense as it is 

7 used in the reactor, the portion that will be 

8 charged to customers as fuel expense in their fuel 

9 portion, or the fuel clause portion of the bill. 

10 So we will recover through base rate a 

11 return on that investment that we will make as the 

12 holder of the fuel investment to capitalize the 

13 fuel, and we'll recover the cost of the amortization 

14 of that fuel as it is used through the fuel clause 

15 as expense. 

16 Q. You referenced USOA. What is that? 

17 A. Uniform System of Account, that directs 

18 for regulated entities how to account for 

19 everything. 

20 Q. There was a long discussion you had, and 

21 I don't want to repeat it, with another attorney 

22 about the off-balance sheet treatment, and that was 

23 the thinking behind originally setting up FPL Fuels, 

24 as I understand it, that it could be off-balance 

25 sheet; is that right? 
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1 A. Yes. Prior to the change in accounting 

2 standards, FPL Fuels could issue commercial paper at 

3 obviously low rates relative to our overall cost of 

4 capital for procurement of the fuel and none of 

5 those costs would show up on FPL's balance sheet for 

6 purposes of establishing its ratings. 

7 Q. And the reason FP&L Fuels could obtain 

8 that good deal was because they had the backing, if 

9 you will, of FP&L Group or FP&L the regulated 

10 utility? 

11 A. Right. Their issuance of commercial 

12 paper required support, and we guaranteed the debt 

13 that they issued, that's correct. 

14 Q. And I think in response to an earlier 

15 question you said that essentially that the risk was 

16 placed on the regulated utility in this arrangement; 

17 is that correct? 

18 A. Well, they could not support the debt 

19 issuance on their own creditworthiness, "their" 

20 being FPL Fuels. We had to guarantee -- to make the 

21 transaction work as intended, which was to lower 

22 costs to customers, we had to guarantee the 

23 commercial paper. Our credit support was provided. 

24 Q. Elsewhere in your testimony I think you 

25 reference there's over 500 affiliated business 
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1 entities within FPL Group; is that correct? 

2 A. Yes. There are a number of legal 

3 entities in various tiers under FPL Group. 

4 Q. And are there currently similar 

5 off-balance sheet arrangements such as that 

6 represented by the FP&L Fuels arrangement? 

7 A. Off-balance sheet arrangements in 

8 general provide no benefit because if they are 

9 structured like FPL Fuels such that the variable 

10 interest entity, which is what FPL Fuels is, cannot 

11 support itself, and I'm, boy am I simplifying 

12 this 

13 Q. That's fine with me --

14 A. the off-balance sheet 

15 Q. So please proceed. 

16 THE COURT REPORTER: I'm sorry. Mr. 

17 Moyle interrupted your answer. You said, 

18 " ... boy, am I simplifying this," and then we 

19 didn't get the rest of it. 

20 THE WITNESS: I said, I think, I said 

21 the accounting standards require that the 

22 off-balance sheet structure, it just becomes 

23 transparent, you look right through it, and 

24 you have to consolidate the effects of the 

25 entity. 
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1 So, no, I can't answer your question 

2 specifically about whether or not NextEra has 

3 off-balance sheet structures. I can tell you 

4 they have to follow the same accounting 

5 guidance that arose as a result of 746. 

6 BY MR. MOYLE: 

7 Q. And I guess the proposed change, it will 

8 have additional costs on consumers, will it not? 

9 A. Yes. The costs that result from having 

10 to support that asset on the balance sheet of the 

11 utility needs to be reflected in the base rates of 

12 the company. 

13 Q. Was there ever any credit provided to 

14 consumers when this risk was assumed by Florida 

15 Power & Light, the regulated utility, to facilitate 

16 the FPL Fuels arrangement? 

17 A. Customers benefited from this low cost 

18 financing technique, and they have been benefitting 

19 from it through lower costs for the acquisition of 

20 fuel since 1979. So the customers reaped every 

21 benefit that could be derived from that transaction, 

22 but it had an end date, unf ort unately. 

23 Q. Let me just direct your attention to 

24 page 30 of your direct testimony. 

25 A. Okay. 
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1 Q. And you state that you don't believe 

2 that the clause over-recoveries are handled in an 

3 equitable manner. Could you elaborate on that? 

4 A. Yes. As I understand it, the Florida 

5 Commission includes any projected over-recoveries in 

6 rate base, which would be liability, and excludes 

7 any projected under-recoveries, which would be 

8 assets. There is no basis for that sort of a 

9 treatment. It is asymmetric. Any over- and 

10 under-recoveries are compensated either to the 

11 company or the ratepayer, the customer, through the 

12 commercial paper rate as applied by this Commission 

13 on clause over rate. 

14 So the treatment needs to be, both items 

15 need to be removed. They should have no weight and 

16 no bearing on rate base because they have their own 

17 financial treatment outside of rate base or clause. 

18 Q. Do you know why the PSC has not removed 

19 the liability from working capital previously? Do 

20 you know the rationale or reason behind that? 

21 A. I only know anecdotally. I have not 

22 tried to research that independently myself in 

23 orders. 

24 Q. And what do you know anecdotally? 

25 A. I have been told that at one point that, 
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1 and I don't know if this is intervenor or staff or 

2 Commission, somebody opined that forcing the 

3 inclusion of over-recoveries provided some 

4 incentives to the company to properly forecast fuel 

5 costs. 

6 I can't say it without giggling because 

7 obviously we all forecast fuel costs to the best of 

8 our ability. And I think in the record, in every 

9 news article I have seen over the last eight months 

10 during the pendency of this case, every intervenor 

11 party has opined how our fuel costs can't be 

12 accurately forecast, so. That's the only reason I 

13 have been given. 

14 Q. I hear you. And with respect -- you 

15 would acknowledge, would you not, that to the extent 

16 you have to book it as a liability and count it into 

17 your working capital, that that's a negative 

18 situation from the company perspective, correct? 

19 A. Yes. In 2010 it is $100 million. So it 

20 is reducing our return by over $10 million. 

21 Q. All right. And with the notion about 

22 the responsibility to accurately predict fuel 

23 forecasts, would that accounting treatment provide 

24 maybe an additional incentive to make sure the fuel 

25 forecasts are as close as they can be? 
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1 A. It provides no incentive. The company 

2 has done its level best to manage the cost of fuel 

3 to try to forecast accurately; and, likewise, we're 

4 being incredibly forthcoming to posit a hundred 

5 million dollar over-recovery balance in the test 

6 year. The numbers will be what they will be. 

7 Q. Let me ask you a couple of questions 

8 about the clause "bad debt expense." What bad debt 

9 are you referring to when you provide your testimony 

10 with respect to the clause "bad debt expense" that 

11 starts on page 31? 

12 A. I am referring to the amount of revenue 

13 that we are unable to collect because customers are 

14 unable or will not pay their bills. So this 

15 represents the amount of revenue expense that we 

16 cannot collect. 

17 Q. This is residential, commercial, this 

18 applies to everyone; is that right? 

19 A. Yes, governmental, anyone. 

20 Q. And it is your suggestion that currently 

21 the bad debt expense is recovered through base 

22 rates; is that right? 

23 A. They are. 

24 Q. And so you would propose to break it out 

25 to another level and try to flow through bad debt 
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1 associated with clauses to be treated one way and 

2 bad debt to be associated with base rates to be 

3 treated another way and recovered a different way; 

4 is that right? 

5 A. Right. It wouldn't change anything 

6 about how we estimate or record our bad debt 

7 expense. It would simply bocket (phonetics) the two 

8 pieces with the revenue that drives that loss. 

9 So we would record on the base rate and 

10 collect through our base rate the estimates for 2010 

11 and 2011 associated with the base rate revenues 

12 only. And then we would, if the Commission approves 

13 that treatment, would be requesting in our clause 

14 filings for recovery of the estimates for losses on 

15 the same rates for those clause-related revenue. 

16 Q. And I'm not that familiar with the 

17 clauses, so I'll preface my comment. I understand 

18 what they do and, but I was a little surprised to 

19 see that you are seeking to recover certain payroll 

20 loading, security payroll loadings through clauses. 

21 That's not currently done, is it? 

22 A. Right. I think you are now referring to 

23 some other company adjustments that I support. 

24 Q. That's right. Page 34. 

25 A. And there is a long list of adjustments 
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1 there that are cleanup in nature. What has happened 

2 to our company is that as clauses were developed and 

3 as other types of costs were included in clause 

4 recovery, we had very few, if -- well, almost no 

5 base rate increases for many years, base rate 

6 changes for many years, so we were unable to 

7 synchronize cost changes in clause and base. 

8 And what happened is as clauses were 

9 established, clause-type costs ended up being 

10 trapped in base rates. What we're trying to do in 

11 each and everyone of the base rate filings I think 

12 we've made for some time, these go way back, we're 

13 trying to sync up the recoveries in the place where 

14 all of the other recoveries are taking place. 

15 That's my general answer. 

16 To be specific, the payroll loadings I'm 

17 talking about, both for incremental security that 

18 are recovered through capacity and for ECCR, the 

19 environmental that is recovered through the ECCR 

20 clause, the payroll dollars associated with those 

21 clauses are in clause. We just got some related 

22 taxes hung up in base and they need to be 

23 recovered oh, it is conservation, I'm sorry, I 

24 misspoke. I was listening to somebody whisper. 

25 ECCR is conservation, not environmental. Thank you. 
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1 Q. Okay. And just so I'm clear, though, it 

2 surprised me a little bit that securities 

3 security costs, is that what that is referring to? 

4 A. Yeah. I'm not asking for any new clause 

5 treatment. I know it probably sounds unusual to 

6 someone who has not maybe been participating in 

7 ratemaking in Florida. But we recover the 

8 incremental costs associated with certain nuclear 

9 security activities through the capacity clause. 

10 That has been ordained many years prior. 

11 Q. And is it only related to nuclear 

12 security or does it deal with security to other 

13 generation facilities? 

14 A. It relates to all. I understand it was 

15 developed at a point in time where there was some 

16 real focus on the nuclear side, but it relates to 

17 all incremental. 

18 Q. And incremental as measured from what? 

19 From a date? 

20 A. From what was in base rates originally. 

21 I'm getting outside the specifics I know. I 

22 shouldn't answer. Incrementally as defined by some 

23 date. 

24 So I'm not requesting anything new go on 

25 in the clause. 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001775 



218 

1 Q. And the reason I'm asking the question 

2 is because some people have argued that the clauses 

3 have less risk for the company and that the company 

4 has made efforts to put more and more costs through 

5 the clauses and less through base rates. And I just 

6 want to explore for a minute the notion of security. 

7 You know, so to the extent that -- where 

8 are you, in Juno? 

9 A. I am physically sitting in Juno, yes. 

10 Q. That is where your office is located and 

11 you go to work every day or nearly every day in 

12 Juno? 

13 A. No. I have a significant part of my 

14 staff in Miami also. 

15 Q. Okay. Well, let's just say in Juno, to 

16 the extent that additional security personnel were 

17 hired for the headquarters, those additional costs 

18 would be recovered through the capacity clause; is 

19 tha t correct? 

20 A. No. This is for generating plant 

21 security only. 

22 Q. Okay. 

23 A. It arose at the time of 911. 

24 Q. The same question, but with respect to 

25 the Martin generating facility, if additional 
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1 security were handled at Martin, it would come 

2 through the clause; is that right? 

3 A. That's the way I understand it, yes. 

4 Q. Thank you for explaining that to me. 

5 I think on page 37 I noted that there's 

6 over 500 legal entities. Do you know is each 

7 generating unit housed in a separate legal entity? 

8 MR. BUTLER: Are you referring to FPL 

9 and the facility generating units? 

10 MR. MOYLE: Yes. 

11 THE WITNESS: No. All of FPL's assets 

12 are a part of the legal entity of FPL, Inc. 

13 The 500 entities that I'm referring to in my 

14 testimony, the vast majority of those are 

15 within the organizational structure of 

16 NextEra, our other large operating affiliate. 

17 BY MR. MOYLE: 

18 Q. Page 42, you were asked about 

19 self-assessments of affiliate transactions. 

20 A. I'm sorry. Self-assessments? 

21 Q. Line 5. 

22 A. I see that discussion. I didn't recall 

23 being asked about it, but okay. 

24 Q. I'll quote the question. "Does FPL 

25 conduct self-assessments of its affiliate 
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1 transactions to ensure that they are properly 

2 documented and comply with the Commission's rule?" 

3 A. Thank you. 

4 MR. BUTLER: You mean the eloquent 

5 attorney who is posing the questions in the 

6 direct testimony, Mr. Moyle. 

7 MR. MOYLE: Trying to help. 

8 BY MR. MOYLE: 

9 Q. How often do you do these 

10 self-assessments? 

11 A. Periodically. There is not a set 

12 schedule. What the internal audit group does 

13 annually is develop a plan for the activities that 

14 they believe, and the business unit, the business 

15 unit has the accounting and finance folks, believe 

16 are important to review. And this is the most 

17 recent. It happened to be, you know, just in '08, 

18 and it seemed pertinent to provide that most recent 

19 information. 

20 Q. Do you know when the last one was done 

21 before the one in '08? 

22 A. 'OS I want to say. It was maybe three 

23 years before that. It is a pretty significant 

24 activity, and it is not something that we would not 

25 want to look at periodically. It is just not 
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1 scheduled for a certain number of years or months. 

2 Q. What were the improvement opportunities 

3 that were noted? 

4 A. In the '08? 

5 Q. Yes, ma'am. 

6 A. Well, we called out I think in rebuttal 

7 in response to questioning by intervenors that they 

8 noted that in some cases control reviews were taking 

9 place of direct billings, but we weren't documenting 

10 some of those reviews. So improved documentation. 

11 I would characterize the findings of the 

12 '08 audit to be very modest and to really be a 

13 review that made us feel like in large part these 

14 controls were operating reasonably and the results 

15 were reasonable. 

16 Q. Have you produced the internal audit in 

17 this case? 

18 A. We have. Okay. Yes, we have. 

19 Q. Do you recollect -- I mean, the audit 

20 would be the best evidence of it and we can dig it 

21 up, but do you recollect was there any finding of 

22 costs being improperly booked to FP&L, the regulated 

23 utility, that should have been booked to affiliates? 

24 A. I do not recall that there was an 

25 outright finding I'm kind of flipping through 
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1 this thing. It is a long report. I certainly 

2 recall that there were some recommendations made on 

3 certain of the EMT service fee. I recall that we 

4 looked at EMT service fee in particular because they 

5 were not, they had kind of done a little bit of a 

6 sales kind of time study approach, and we focused in 

7 on that a little bit and recommended that they do a 

8 little more rigorous forecast. 

9 Q. And just so I can find it, what Bates 

10 number is the first page of the internal audit that 

11 you are referring to? 

12 A. I don't have the Bates stamped version. 

13 We can get it. 

14 MR. MOYLE: John, can you help me with 

15 that? I mean, not now, but follow up? 

16 MR. BUTLER: Yes. Why don't I just 

17 I can get you the Bates number, and I will 

18 e-mail it to you. 

19 MR. MOYLE: That's fine. 

20 MR. BUTLER: I don't have it sitting 

21 right here. 

22 MR. MOYLE: Yeah, and that's fine. 

23 Just we'll follow up on that. 

24 BY MR. MOYLE: 

25 Q. A couple of more questions about that. 

ACCURATE STENOTYPE REPORTERS, INC. 
080677 Hearing Exhibit - 00001780 



223 

1 Now, have you ever had an external audit done as it 

2 related to reviewing affiliate transactions to 

3 ensure that they were proper and complied with the 

4 Commission's rules? 

5 A. We have not engaged any external auditor 

6 to corne in and review our affiliate transactions, 

7 billings, or methodology. However, it is a part of 

8 our, these billings are a part of our transactions 

9 and they represent, you know, over a hundred million 

10 dollars of costs that are being billed to our 

11 affiliates, and so they are reviewed as a part of 

12 any ongoing to avoid annual audit. 

13 Q. So the Deloitte people corne in it is 

14 your testimony and review this internal audit and 

15 what has been done to check on affiliate 

16 transactions; is that correct? 

17 A. No, that's not my testimony. You had 

18 asked me if we had ever engaged, I believe, an 

19 external party to look at our transactions and our 

20 methodology, and I said no; however, as a result of 

21 the annual audit, because these transactions 

22 comprise a significant amount of the dollars flowing 

23 out of FPL, and you will recall that FPL is a filer 

24 for SEC reporting purposes, they are reviewed, as a 

25 part of an overall audit, they are part of the 
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1 universe of transactions that are reviewed. 

2 Q. Do you know if they're specifically 

3 reviewed to the same degree that the transactions 

4 are reviewed when they're done internally through 

5 the internal audit department? 

6 A. Well, let me characterize it for you 

7 this way. We have a SOX procedure around our 

8 affiliate billings. There are probably a few arms 

9 to that SOX procedure because there are SOX 

10 procedures around what, the activities that we 

11 conduct here in corporate for affiliate management 

12 fee, and there are other fee-related SOX procedures. 

13 Every employee is subject to the ethics 

14 policy which talks about proper reporting. And we 

15 have SOX procedures around the payroll reporting 

16 that goes on in every biweekly period. So there is 

17 significant review from a Sarbanes-Oxley 

18 perspective, from an SEC financial reporting 

19 perspective, and from an internal audit perspective 

20 around our transactions that we engage in for 

21 affiliate billing. 

22 Q. And when you say SOX, is that standard 

23 operating controls? 

24 A. Sarbanes-Oxley. 

25 Q. Sarbanes-Oxley. Okay. Do you think it 
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1 might be a good idea at some point to have an 

2 external audit performed of affiliate transactions 

3 to ensure that they comply with the Commission's 

4 rules? 

5 A. No. I am responsible for ensuring that 

6 our billing methodology complies with the Commission 

7 rules, and I feel very satisfied that with the 

8 overlapping sets of controls that exist today, that 

9 the results are reasonable and in compliance. 

10 Q. Let's just jump around a little bit. 

11 I'm getting toward the end. Page 25 of your direct. 

12 A. Okay. 

13 Q. There is a section in there of the FGPP 

14 cost recovery, and that's a coal facility that did 

15 not move forward, correct? 

16 A. That's correct. 

17 Q. What was the 34 million in capital 

18 expenditures? 

19 A. We had engaged third parties for some 

20 initial design. Milestone payments had been made. 

21 We had land options I believe that had been 

22 purchased. There were a number of initials costs 

23 that had been incurred. All reviewed at some great 

24 detail in the context of the Commission's review of 

25 this request to recover. 
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1 Oh, here we go. Major equipment 

2 contract equipment costs were about half of that 

3 amount. 

4 Q. What was the other half? 

5 A. Broken out by land and right-of-way 

6 options, site certification and permitting, 

7 preliminary engineering, we just talked about that, 

8 and some engineering contract termination. 

9 Q. How much was the site certification? 

10 A. 7.6 million. 

11 Q. And that included a lot of legal work, 

12 did it not? 

1 3 A. I'm guessing, but I would say that was 

14 probably the case . 

15 Q. And the Commission allowed for this, the 

16 recovery of these costs, including the site 

17 certification cost, over a five-year period; is that 

18 right? 

19 A. They did. 

20 Q. You would agree, would you not, that 

21 some of the costs in th is case are similar to site 

22 certification costs in terms of lawyers and expense 

23 associated with legal --

24 A. No, I would 

25 Q. -- advice? 
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1 A. No. I think any good accountant would 

2 account for the legal costs associated with this 

3 effort as an administrative cost. We are certainly, 

4 because we're a regulated entity, we're allowed some 

5 opportunity to recover those costs. 

6 Q. Is that a material distinction? 

7 A. Well, yes, to an accountant because the 

8 kinds of legal expenses that have been recorded to 

9 Glades or West County or any other plant were those 

10 that were directly benefitting that long-term asset. 

11 Q. How about with respect to the costs 

12 benefitting that asset, the legal costs benefitting 

13 that asset and specifically as to the amortization, 

14 that was a five-year amortization period? 

15 A. They have granted recovery over five 

16 years, tha t' s correct. 

17 Q. And so back to the question about 

18 similarities in terms of legal services. Both of 

19 these matters involve legal services, correct, your 

20 rate case and the Glades coal matter, the site 

21 certification? 

22 A. I apologize. There is someone vacuuming 

23 in the hallway and I I apologize. Could you 

24 repeat that for me, please? 

25 Q. Sure. I just asked you that both this 
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1 rate case and the site certification aspects of the 

2 Glades Power part cost recovery matter involved 

3 legal representation of the company, correct? 

4 A. I agreed with you that there are legal 

5 costs in support of our rate filing and there are 

6 legal costs incurred in the early development stages 

7 of Glades. I do not agree that they would be 

8 accounted for or recovered similarly. 

9 Q. Is there any accounting rule or 

10 regulation or practice that would suggest that legal 

11 costs associated with a generating facility be 

12 amortized over five years and those with a rate 

13 proceeding be amortized over three years? 

14 A. No. There is a tremendous difference in 

15 the size of the costs being recovered for Glades, 34 

16 million, and the total amount of the requested rate 

17 case expenses o f a little over 3 million. So our 

18 legal costs are a fraction o f each, and the fracti o n 

19 o f rate case is a whole lot less than the fraction 

20 of Glades. 

21 Q. How would you characterize $3 milli o n in 

22 the grand scheme of the company's financial matters? 

23 A. Well, we have, what, over $4 billion of 

24 base rate revenue requirement, I'm guessing. So it 

25 is very small. The company does its level best to 

ACCURATE STENOTYPE REPORTERS, INC . 
080677 Hearing Exhibit - 00001786 



229 

1 try to manage this tremendously difficult effort at 

2 minimal cost. 

3 Q. You were asked a question about AFUDC, 

4 and I think you said that that amount is set 

5 annually; is that correct? 

6 A. We calculate AFUDC each year, that's 

7 correct. 

8 Q. And is that based on a rule or a statute 

9 or a practice? 

10 A. It is based on Commission rule. 

11 Q. Do you know if all the utilities 

12 calculate it on an annual basis? 

13 A. In Florida? 

14 Q. Yes. 

15 A. Well, to comply with the rule I believe 

16 that's a requirement. So, yes, I would believe that 

17 would be the case. 

18 Q. Do you know, is there a statute that 

19 addresses -- do you know if there is a statute? 

20 A. It is in a rule. 

21 MR. MOYLE: Just give me one minute. 

22 (Brief pause.) 

23 MR. MOYLE: I don't have any further 

24 questions. Thank you. Thank you for your 

25 time. 
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1 THE WITNESS: Thank you. 

2 MR. BUTLER: I believe there is no one 

3 left; is that right? I hope that is true as 

4 well. Does anybody else have questions? 

5 MR. BRASWELL: System Council has no 

6 questions. 

7 MR. BUTLER: I have a very brief 

8 redirect. Did somebody say they have 

9 questions or have no questions? 

10 MR. BRASWELL: This is Marcus Braswell. 

11 No questions. 

12 REDIRECT EXAMINATION 

13 BY MR. BUTLER: 

14 Q. Ms. Ousdahl, you were asked I believe 

15 back by Ms. Bennett about FPL's proposal to wind up 

16 the FPL Fuels, Inc., top leasing nuclear fuel and 

17 instead to have the nuclear fuel capitalized as part 

18 of FPL's rate base and base rates. 

19 You were asked about precedent for that, 

20 regulatory precedent for that treatment. Has FPL 

21 responded to any interrogatories on that subject of 

22 regulatory precedent? 

23 A. Yes. We provided response to staff's 

24 11th, 192, that referenced both our prior treatment 

25 where nuclear fuel was included in rate base and the 
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1 treatment approved for Florida Progress. 

2 THE COURT REPORTER: I'm sorry. This 

3 is the Court Reporter. Could you repeat that, 

4 please? 

5 THE WITNESS: The company provided a 

6 response to staff 11th, number 192, which 

7 referenced both the company's prior treatment 

8 to include nuclear fuel in rate base and the 

9 treatment approved for Florida Progress in 

10 Docket 910890. 

11 BY MR. BUTLER: 

12 Q. Thank you, Ms. Ousdahl. You were 

13 speaking with Mr. Moyle just a few minutes ago about 

14 the internal audit that was performed on FPL's 

15 affiliate transactions. And I believe that there 

16 was reference to some recommendations made in the 

17 audit. Do you know whether those recommendations 

18 have been acted upon? 

19 A. Yes, they have. We take very seriously 

20 the recommendations that are delivered to us as 

21 management on any internal audit and they have been 

22 implemented. 

23 MR. BUTLER: I'm pausing because I'm 

24 looking. I think that may be it, but I needed 

25 to look through my notes here. 
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1 My witness is threatening me if I don't 

2 wrap it up, so there's probably not going to 

3 be anything else. 

4 No, there isn't. Thank you. That's 

5 all the questions I have, Ms. Ousdahl. 

6 THE WITNESS: Thank you. 

7 MR. BUTLER: We do not waive reading 

8 and signing. 

9 MS. BRUBAKER: Okay. 

10 (Deposition concluded at 6:45 p.m.) 

11 
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1 CERTIFICATE OF REPORTER 

2 

3 STATE OF FLORIDA: 

4 COUNTY OF LEON: 

5 

6 I, ANITA M. PEKEROL, do hereby certify that 

7 the foregoing proceedings were taken before me at 

8 the time and place therein designated; that my 

9 shorthand notes were thereafter translated under my 

10 supervision; and the foregoing pages numbered 1 

11 through 232 are a true and correct record of the 

12 aforesaid proceedings. 

13 

14 I FURTHER CERTIFY that I am not a relative, 

15 employee, attorney or counsel of any of the 

16 parties, nor relative or employee of such attorney 

17 or counsel, or financially interested in the 

18 foregoing action. 

19 

20 

21 

22 

23 

24 

25 

DATED THIS 20th day of August, 2009. 

ANITA M. PEKEROL, CP, CM, RPR, CRR 
2894-A Remington Green Lane 
Tallahassee, Florida 32308 
850-878-2221 
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1 CERTIFICATE OF ADMINISTERING OATH 

2 

3 

4 

5 STATE OF FLORIDA: 

6 COUNTY OF LEON: 

7 

8 I, ANITA M. PEKEROL, Registered Professional 

9 Reporter and Notary Public in and for the State of 

10 Florida at Large: 

11 

12 DO HEREBY CERTIFY that on the date and place 

13 indicated on the title page of this transcript, an 

14 oath was duly administered by Jacqueline Bussey to 

15 the designated witness before testimony was taken. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

DATED THIS 20th day of August, 2009. 

ANITA M. PEKEROL, CP, CM, RPR, CRR 
2894-A Remington Green Lane 
Tallahassee, Florida 32308 
850-878-2221 

My Commission Expires: February 20, 2011. 
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1 ERRATA SHEET 

2 Under penalties of perjury, I declare that I have read 
the transcript of my deposition, pages 1 through 234, and 

3 that the facts stated in it are true, including any 
corrections and/or amendments listed below. 

4 

5 DATE: (KIM OUSDAHL) 

6 (In Re: Petition o f Increase in Rates by FP&L Company) 

7 Page/Line Correction or Amendment Reason for Change 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 Deposition: August 19, 2009 Reporter: Anita M. Pekerol 

25 
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ACCURATE STENOTYPE REPORTERS, INC. 
2894-A Remington Green Lane 
Tallahassee, Florida 32308 

(850) 878-2221 

August 20, 2009 

JOHN T. BUTLER, ESQUIRE 
Florida Power & Light Company 
700 Universe Boulevard 
Juno Beach, Florida 33408-0420 

RE: Petition For Increase In Rates by FP&L Company. 

Dear Mr. Butler: 

236 

Enclosed please find your copy of the deposition of KIM 
OUSDAHL taken on August 19, 2009, in the above-styled 
case. 

As the witness did not waive reading and signing, I am 
also attaching the errata sheet as the last page of the 
transcript and request that your office make the 
necessary arrangements with the witness to read your copy 
of the deposition, noting any corrections on the errata 
sheet, then dating and signing the errata sheet. 

Please forward the original signed and dated errata sheet 
to Ms. Bennett and a copy to all counsel of record. If 
the errata sheet or a request for an extension is not 
received within 30 days from receipt of this letter or 
before the hearing (whichever is sooner) counsel may 
assume that the signature has been waived. 

Thank you for your cooperation in this matter. 

Sincerely yours, 

ANITA M. PEKEROL, CP, CM, RPR, CRR 

READ AND SIGN LETTER 
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ERRATA SHEET 

Under penalties of perjury, I have read the foregoing transcript of my deposition t 

pages 1 through 236, and hereby subscribe to same, including any corrections and/or 
amendments listed below. 

8/21/2009 
DATE Kim Ousdahl 

PAGE/LINE ERROR OR AMENDMENT REASON FOR CHANGE 

.l§L.l] incorrect "the" replace with "investment Error ' 

18/18 incorrect "to" replace with "in" Error 

23/18 incorrect "split" replace with "end" Error 

27/21 incorrect "arrive" replace with "arise" Error 

39/24 add "to" before ''base'' Qrnission 

44/9 add "the" before "stimulus" Omission 

53/12 incorrect "plants" replace with "plant" Error 

62/4 

65/22 

6619 

incorrect "accounting" replace with "of capital" Error 

add "commercial" before "paper" Omission 

incorrect "of' replace with "for" Error 

incorrect "long. live" replace with "long-lived" Error 

incorrect "tate" replace with "rates" Error 

incorrect "weight of' replace with "weighted" Error 

add "and" before "prior" Omission 

incorrect "they" replace with "that" Error 

incorrect "to" replace with "from" Error 

Kim Ousdahl 8/19/2009 Deposition Errata Sheet 

Page 1 of3 
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PAGElLINB ERROR OR AMENDMENT REASON FOR CHANGE 

2QL2 incorrsx;t "site" replace with "sites" 

101115 incorrect "sort" replace with "short" 

121116 incorrect "their" repli!ce with ''there'' 

11115 

111115 

111115 

137111 

143116 

157/6 

158/18 

161/3 

165/9 

167/16 

178112 

193/13 

204/9 . 

211/5 . 

212/13 . 

212/17 

214/15 . 

21517 . 

22119 . 

incorrect ''non-tier'' replace with ''non-tariff'' 

add "for" before "cOJporate" 

incorrect "cost" replace with "shared" 

incorrect "deficiencies" replace with "efficiencies" 

incorrect "plants" r<mlace with 'ylant" 

incorrect "position" replace with "P9sitions" 

incorrect "position" replace with "pgsitions" 

incorrect "or" replace with'~d" 

incorrect "evaluation" replace with ''valuation'' 

add ''we'' before "include" 

incorrect "books" replace with "book" 

incorrect "cable com" replace with "KBLCOM" 

add "9r' before with "gains" 

incorrect "746" replace with "FIN 46" 

delete "over rate" 

incorrect "or" replace with "through" 

delete ""expense"" 

incorrect "bocker' replace with ''bucket'' 

incorrect "of' repl8£C with "for" 

Kim Ousdahl 8/19/2009 Deposition Errata Sheet 

Page 2 00 

Error 

Error 

Error 

Error 

Error 

Error 

Error 

ErrQr 

Err9r 

Error 

Error 

Error 

Error 

Error 

Error 

Error 

Error 

Error 

Error 

Error 

Error 

Error 
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PAGE/LINE ERROR OR AMENDMENT REASON FOR CHANGE 

223/12 delete "to avoid" Error 

225122 incorrect "initials·' replace with "initiar' Error 

230/16 incorrect "top" rwlace with "stop" Error 

Reporter: Anita M. Pekerol of Accurate Stenotype Reporters, Inc. 
Date of Deposition: 08119/09 

Petition for rate increase by FPL - Docket No. 080677-EI 

Kim Ousdahl 8119/2009 Deposition Errata Sheet 

Page 3 of3 
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DOCKET NO. 080677-E1 AND DOCKET NO. 090130-EI 
TRANSFER OF FPL NED TO SEPARATE ENTITY 
KIMOUSDAHL 
LATE FILED EXHIBIT NO. 1 
PAGE 1 OF 1 

FPL Late-Filed Exhibit - Deposition of Kim Ousdahl 
Tentative Timeline for the Transfer of FPL-NED from FPL to New Hampshire Transmission, 
LLC* 

Proposed FPL-NED filings 
• Joint Application for Approval of Transfer of Assets from FPL-NED - proposed filing 

date with New Hampshire PUC - late September, 2009 
• FERC 203 filing - proposed filing date with FERC - October, 2009 
• FERC 205 filing for Local Network Service rates - proposed filing date with FERC -

January, 2010 

Filings by ISO-NE - FPL cannot reasonably provide time lines: 
• Transmission Owners Agreement 
• Participants Agreement 
• Regional Network Service formula rate filing 
• Market Participant Service Agreement 
• Rate Design and Funds Disbursement Agreement) 
• Attachment E (provides a list of Local Networks and includes reference to FPL-NED) 
• ISO Tariff - Schedule 21 (revised to reflect new name) 

Subject to receiving all regulatory approvals, FPL has a proposed target date of June 1,2010 for 
the transfer to be complete. 

* All dates are proposed targets and subject to change pending numerous regulatory 
approvals 
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Line 
No. 

2 
3 
4 

5 
6 
7 
8 

9 
JO 

II 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 

DOCKET NO. 080677-EI AND DOCKET NO. 090130-EI 

13·MONTH AVERAGE DOE CAPITAL 

REIMBURSEMENTS FOR 2010 AND 2011 

KIMOUSDAHL 

LATE FILED EXHIBIT NO 2 

Page 1 012 

FLORIDA POWER & LIGHT COMPANY AND SUBSIDIARIES 
EXPECTED DOE REIMBURSEMENTS FOR 2010 and 2011 TEST YEARS 

($000'5) 

Amounts Reflected in Exhibit KO-16 Item No.4 

Company 
Per Book Jurisdictional Jurisdictional 

Description Adjustment Factor Adjustment 

(I) (2) (3) 

2010 
RA TE BASE (13 Montl! Averali:.~) 

PLANT IN SERVICE $ (26,175) A 0.988182 $ (25,866) 
ACCUM PROVISION FOR DEPREC/A MORT 255 B 0.988182 252 

NET PLANT IN SERVICE S (25.921) $ (25,614) 

CONSTRUCTION WORK IN PROGRESS (CWIP) $ ~838) C 0.988182 $ (828) 

TOTAL RATE BASE ADJUSTMENT S F6,759) $ !26,443) 

2011 

RAIE BASE U~ Monlh Av~rI!Ke) 

PLANT IN SERVICE $ (53,347) A 0.988108 $ (52,713) 
ACCUM PROVISION FOR DEPREC/AMORT 1.534 B 0.988108 1,515 

NET PLANT IN SERVICE $ (51,813) $ (51,197) 

CONSTRUCTION WORK IN PROGRESS (CWIP) $ ~1 , 392~ C 0.988108 $ ~1,375~ 

TOTAL RATE BASE ADJUSTMENT $ ~53,205) $ ~521573) 

Notes; 
(A) Amount of forecasted plant-in-service that is expected to be reimbursed from the DOE at a future date. 
(B) Accumulated depreciation represents the 13 month average for the years ending December 31, 20 I 0 and 

201 I. Based on composite rates specific to each Nuclear unit developed from 
FPL's proposed depreciation rates in its 2009 Depreciation Study. 

(C) Amount of forecasted CWIP, nOI expected to accrue AFUDC, that is expected to be reimbursed 
from the DOE al a future date. 
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Amounts Associated With The SNF Settlement 

Line 

~ 
1 £!WmL 
2 
3 Annual Expenditures 
7 Net Recoverable from DOE 
8 Cumulative Amount 
9 

10 C!:!myl!:'!tlv8 ~I!'i!nce ill End 01 Y!l!l!r 
11 Plant in Service 

12 CWlP - Rate Base not accruing AFUDC 
13 CWlP - Not in Rate Base - accruing AFUDC 
14 
15 CY[!J!:!latlv2 ~I!'i!nce Ib'rt2en F!!sznth A:t:l!rage ill End of ni!r 
16 Plant in Service 
17 CWiP - Rate Base not accruing AFUDC 
18 CWlP - Not in Rate Base - accruing AFUDC 
19 
20 (a) See also Late Filed Deposition Exhibit No.2 - Deposition of Art Stall 
21 (b) amount shown on page 1 of 2 

DOCKET NO. OB0677-EI AND DOCKET NO. 090130-EI 
13-MONTH AVERAGE DOE CAPITAL 
REIMBURSEMENTS FOR 2010 AND 2011 
KIM OUSDAHL 
LATE FILED EXHIBIT NO.2 
Page 2 of 2 

(1 ) (2) (3) 

2009 • 2010 Expenditures 

~ 2010 Wi 
(a) 

24,953,247 26,370,001 7,177,572 
51 ,323,248 5B,500,820 

5,994,531 50,200,097 56,539,509 

753,675 1,123,152 1,961 ,311 
18,205,041 

(b) 610,196 26,175,335 53,347,051 
(b) 374,767 838,013 1,391 ,822 

12,608,500 10,529,290 

080677~earing Exhibit - 00001800 
~~--------------



m 
X 
::J'" 

g 
o 
o 
o 
o 
-->. 

CO 
o 

Si1osJ\Jnits 

[I] 
Cape~ 

Conwron 
Uroi11 
lJnit2 

CuIe, 
Un' 5 
Uni16 

Mlnalee 
Unit 1 
UO.2 

Co"..,.," ,o.. r.ou (2)J 

- Uroi11 
UnlI2 

Cotrmln (see no" (2)] 

Part EINgIadt$ 
Uroi11 
Uni12 
Un. 3 
Un .. 

C_ 

US EconRK 
y .... 0.. 

Ib] Ie] 

1965 2010 
1965 2010 
1969 2010 

11154 2020 
1955 2020 

1975 2020 
1977 2020 
1976 2020 

19/!0 2020 
11181 ~ 
1- 2D20 

1960 2020 
1961 202\) 

1964 2020 
1965 2020 
1960 2020 

Totol Remaining 
Lifo Ufo 
Id] [Il 

45 
45 
41 

66 11 
65 II 

44 " 43 11 

'" 11 

40 " 39 11 
40 11 

60 II 
S9 " 56 II 
55 II 
60 11 

Desman. Rsv 
.. of 12JlllO! 
per CA TSIPt-oJ 

[!) 

7,H4.253 
5,154,040 
4.525,794 

4,760,555 
5,568,442 

14,&60,452 
14,614,563 
7,634,977 

11,779,742 
\1,655,59\ 
12,167,735 

11,901,383 
9,_,972 
8,952,047 
9,460,093 

14,3C7,41!1 

Totol Futun 
Disma_ 
Expend_ 
""rSummary 

la] 

8,809,351 
4,510,767 
4,044,777 

6,684,781 
9,789,332 

24,351,407 
24,351,407 
16,«8,137 

17,768,360 
17,761!,:l6O 
22,528,722 

22,1!26,431 
22,1!26,431 
12,012,961 
12,012,961 
24,422,119 

Re-.iHd FouilRue ..... Dismon1lomont Reallocation 
PropoMd Emn .. 10 R .. loc •• Oiomonliomonl_ ... 

Re_tions po< Theomic.I Roo ....... Technique 
Cunwnt Study Y_: 2009 

FutlnAc ......... 
lor Oiomondomol'll 
[l1] o(Je' I Idll X !gi 

195,763 
100.2:19 
98,M3 

1,114,130 
1,656,656 

6,067,852 
6,229,4Jl1 
4,112,034 

4,886,21111 
5,Dll,589 
6 ,195,399 

4,184,846 
4,255,775 
2,359,689 
2,402,592 
4,477,JU 

ThooroliAl _"""or 
Oiomontlomont 

m=!g]-[l1] 

8,613,567 
4,410,528 
3,946,124 

5,570,651 
8,132,676 

18,263,555 
18,121,971 
12,336,103 

12,882,061 
12,756,172 
16,333,323 

18,641,565 
18,570,65!I 

9,653,272 
9,610,368 

19,944,731 

TheonItical 
RIM"", 

SvrpIuoI(Dmc:ioneyj 

j=[!)-m 

(639,334) 
743,512 
579,670 

(809,996) 
(1,464.2J4) 

(3,5&3,103) 
(3,507,314) 
14,701,126) 

(1,102,319) 
(1,101,181) 
(4,145,561!) 

(6,740,203) 
(8,566,684) 

(701,225) 
(15O,27S) 

(5,631,250) 

SurpUH 
[k] ~1!l-[1] 

0 
743,S12 
579,570 

omole-' 
1Il-[!)-[I] 

(639,334) 
0 

(1109,996) 
(1,464,234) 

(3,583,103) 
(3,507,314) 
(4,701,126) 

(1,102,319) 
(1,101,181) 
(4,14S,561!) 

(6,740,203) 
(8,566,584) 

(701,225) 
(150,275) 

(5,637,250) 

CroditllO 
UniIs\Wh 
Iloflciencin 

1m] ,_no. 1) 

44,272 
0 
0 

56,089 
101,393 

241!,117 
242,809 
32S,536 

15,332 
76,253 

287,067 

466,734 
594,596 

41!,557 
10,406 

390,359 

o.bltslD 
UniI5Wi1h 
S.."..,... 

In] ~ [k! 

U3,512 
579,670 

Crediblo 
Units 'M1II 
o.foeiom:lo. 

44,271 
o 
o 

56,089 
101,393 

241!,117 
242,869 
325,536 

76,332 
76,253 

287,067 

466,734 
594,S96 

41!,557 
10,406 

390,359 



TotoIFUIIIrw 
,*-ndaRav ~nI 

SilallUniIo ~S Econ Rae: Total lIe_inlng .. of Imllll. Expo-
V.., Do. ute Lh po. CA TSlPraj po.S_ry 

[II [bI [el [ell [., ro _-----18L ._ 
liMen 

VrOI3 11162 2011 49 4,"5.m 3,688,326 
VrOI4 1963 2011 48 4,8M,lnS 3,688.326 
~ 1846 2011 65 9,133,628 8,155,_ 

SanIord 
UIIiI3 1859 ~ 61 II 5,187,502 I,D3II,M9 

Sell.,., 
COI!lTlO<\I~ 1988 20211 40 20 15,776,109 40,254,548 

~ COn-rnan 310 4 1118G 2029 40 20 2,045,_ 4,874.674 
Scharer Ur.it 4 1989 2D2i 40 20 13,118,2114 40,821,262 

S1. JoMa River 
Unit 1 1987 2028 41 19 4,08O,IH 10,197,559 
Vnit2 198e 2028 40 Ii 3,870,326 10,187,559 

COnwnon llIeB 2028 40 19 B,325,39O 18.933.511 
Coal 10 u.."" .. Eq 1968 2028 40 19 1,1138,655 5,0\15,012 

Gypown & AlII Eq 

,_ 
2028 40 19 511,364 1.292,874 

T"II:II)' Poinl 
Unit 1 11167 2020 53 11 4,437,7211 7,985,792 
Unil2 1966 2020 52 II .,523,749 7,965,792 

CO ........ n 1967 2032 65 21 ',204,~Z8 18,1811.870 

0 Jr Sturn Function {1M nolo 3J 243,154.036 44'.22:1.871 
CO 
0 
en 
-..j 
-..j 

I 
CD 
III .., 
5 ' 

m 
>< :::::r 
5' 
;:::0: 
I 

0 
0 
0 
0 ..... 
CO 
0 
~ 

1Ie_ Fossil R ....... Oiomo_monl lie ............ 
p",--", Enll'le.1o Realocale Dir __ nt ~ 

1Ie.1Ioca1ioM PO' ThoIH'tUcal_ Taohnlqua 
Cwrnnt Study Ynr: ZlJDt 

The .... tical 
Tho ..... _ 

F_Ac ....... 
__ lor 

It-... forOIe __ nt 
DIs __ 

SurplusI(OatIciency) 
[I!) "II!!I [dII x lA1 00- hi! -!h! j-ro-m 

150,544 3,537,782 1,377,997 
153,680 3,534,~ 1,359,382 
269,401 8.480,397 M1,231 

1,449,773 6,589,876 (1502,374) 

20,127,274 20,127,274 (4,351 ,165) 
2,437,337 2,487,337 (441 ,9211) 

20,410,631 20,410,631 (7,292 ,347) 

4,725 ,~ 60471 ,1!61 {I ,381 ,n4) 
4,843,841 5,353.718 (1 ,383,383) 
Ull3,421 1I,'iI4O.097 (1 .814,707) 
2,420.131 2 ,674,H2 (734,227) 

614,115 678,759 (161,385) 

1,653,278 6,312,514 II,824.71G) 
I ,US,071 6,280,720 (1,758,911) 
M34,892 1I,757,87S (3,~,34i) 

128,791,430 311,432,441 163,2711.405) 

SurpluMs Oefiollnclu 
[k) -m-[il rn-m·[il 

Un,iIl1 0 
1,359,382 0 

647,231 0 

(602,374) 

(4,351 ,165) 
(441,929) 

(7,292.3-47) 

0 II,3al ,n4) 
0 11 .383,393) 
0 (1 ,814,707) 
0 (738,227) 
0 (167,395) 

0 (I ,824,71!6) 
0 (1 ,756,071) 
0 (3,S53.3-4~) 

.,707,793 (67,'iII!6,I.) 

CI9dn.1o 
UnIIIW ... 
Daf1c:ienclel 

[m!I_.-II 

0 
0 

41.T12 

301,302 
30,602 

504,_ 

"'.372 
95,795 

111 ,812 
50,1181 
11 ,591 

126,3eO 
121.-
246,05~ 

4,707,793 

Dablta'" 
Unita_ 
SIIrpIwu 

[nl=[I<) 

1,377,997 
1,358,382 

M7,231 

a 

o 

o 
o 
o 

a 
o 
o 

.,707.783 

C..-'" 
UniIs WIth 
DwfIclmcI .. 

0 

41.712 

301,302 
30,602 

504,_ 

116,372 
95,785 
"' ,e12 

SO,881 
11,591 

1:1 
126,360 

U;. 

3 
121 ,_ • 
246,058 ~ .. 

4,707,713 
i ;a. 



o 
C» 
o 
O'l 
""-J 

, ""-J 
I 
(!) 
Q) 
:::! . 
::J 

CO 

m 
X 
~ g 
o 
o 
o 
o 
C» 
o 
w 

_ f_ -.... rum>nIIo .... nc Re ...... lIon 

Pn>poud E.nIriu so Realoc:.t. DIa_nl RaM ... 
Realoc:.tiona 1M' tne.>,.lIcai Re ..... Technique 

Cwrronl Study Y.or. zoot 
T .... I F"",,,, 

DIs_Rav DIs .. _ ..... nI n.eo..tiul Theomim C_to Debl .. to 
Si1:HA.Jnita lIS Econ II.K Totol Remainlno •• oflZlJII1lt Ex!>end ilUrU FwturoAc ..... 1a R8eN0Ior ReM,... ~WI1t! 

Uni .. _ 

You Catl Uf. Uf. PO' CA TSIProj po,s..mmary tor otsft'llnUill'Mnl DIs_nllemen\ ~y. SurpllIses Def.:ienciH o.f.ciencin SurpJuoas 

'·1 Ibl !el l.dl [.l !!I ,~- lbJ -U-I' MI X III lilE/pH,,! i K!!I -m [\). [I) - lil (IJ - (1) - [1) !ml 'NO nota II [nl ' [k! f Ol1Laudo_ 
Vnil4 11193 2020 2 7 11 10,3<4 \, 190 2O,~ , 80'i1 8 , 5\5,~1I 1 2 ,386,8~ (2 .045.E60) (2 ,045.660) 
Un. 5 1m 2020 27 11 8.033 ,628 16.491.818 6 ,7 18,8811 9 .772,9211 (1,739,301) (1 ,739,301) 

Gas Turbi1tJ 11170 2020 5/) I I 457,952 718,279 153,021 560,253 (102,306) (\02.306) 

Fon Myeri 

Corrrncn 1958 2028 70 19 10.093,1)68 18 ,~,900 5,100.2:;9 1 3 ,813 ,~1 (3.720,553) ('3.120,5531 
lJni12 2002 2027 25 18 5,1 13.eoa 23,658.535 17,034,14 5 6,624 .390 (1 .510,530) (1 ,510,530) 
lJni13 2003 2028 25 19 1,:u.,204 1I,93<4,:u!9 7,550,136 2 ,334,253 (1 .060,049) (1 .051>,049) GM r_ 11174 2020 46 11 2.935.301 4.568.937 1,092.572 3,476,365 (4111 ,Q6.4) (491 .Q6.4) 

~ 

Un!3 2005 2030 25 21 5M5.16S 15 ,4113 .447 13,014.496 2,416,1152 3.216.2 13 3216.213 0 
Corrvnon [see no t. (2») 1976 2030 54 7t 12,379,562 30 ,907,112 12,0111 ,432 18,887,E60 (6,508,11 8) 0 (6.5011,118) 

~n 

liM 3 1_ 2020 26 I I 4,322,196 8,269,714 3 ,4i1l ,725 4,770,989 (4<0,793) (443,7113) 
VniH ,- 2020 26 " 2,893,437 5,764,977 2,439,02" J , 32S,~8 (427,5 11) (427,5 11) 
VM8 2001 2030 ~ 2 1 3,6 11,757 14.760,407 10.E68.S71 4,071.1136 (460,07.) (460,O79) Comonon [&eO _ (2)) 19110 2030 51) 2 1 18,509.416 34,659.605 " ,557,034 20.102..571 (1 .593,155) (1.593.155) 

Putnam 
lin. I 1978 2020 42 11 999.997 1.62g,261 426,711 1,202 ,550 (202 ,5531 0 (202,553) 
Un. 2 l~n 2020 43 11 1,009,()IS2 1.62'iI,261 '16,788 1,212 ,474 (203 ,412) 0 (203 ,412) 

CoIrvnon 1977 2020 43 11 9 ,625 ,017 14.135,246 M1S,IIi3 10.51g,2S3 (8114.236) 0 (8114,2361 

Por1E~~ TLM"bine1 1~71 202() 4. 11 328.808 634 ,_ 142,436 '.2.052 [163.244) 0 (163,244) 

sanlQrd 
Un .. 2003 2028 25 19 3.870,509 2O,969,746 15,a37,OOB 5,032,739 11.162,230) [1.1 62,230) 
Un~ 5 2002 2027 25 18 4.5211._ 20 .• 12,805 14,697220 5,715,585 (1. 1 85 .~1) (l,185,lIil) 

Comncn 1959 2028 69 19 9.536,876 16.635,554 4.580,805 12 .~.749 (2.517 .873) (2 ,517,873) 

5<..,,,, ... for Other PToduction Fundicn 115 .675 ,619 281 . 136,2~ 142,250,229 138.886.065 (23.210.400) 3,216 ,213 (26 .426.659) 

T lM1<ey P"'t Un! 51.." nolo ( 2007 2032 25 23 982.169 17,138,452 15,767,376 1,371 .Q76 (388,907) (388.907) 

116,657.788 298,274.746 158,017.605 140,257.14 1 (23 ,599,353) 3,216,21 3 (26 ,815.566) 0 

Grmd Tota" - &111 Fwnctions 364
t
811,824 73g,4Q.'! ,617 287.809,035 451,689,582 !!j5t877758j 7,1124,007 !II4,80 1 ,7651 4?O7,793 4,707?93 _0: 

'(I) Tho <»Is., flioCD6Jrm ""ntu\. formJlo ... t iIIo<nH tw _'..--,nt o/ourplus lor I>ou uni1l thai hIve'~" 10 '1 1) The ceIo in this coUW> contain. fo"",,111 lhol aIo<Ate.1n.IoIal .......... 0/ """"" for _ unils th.l 
hove ,w'!*Jso'. to tho .. unit .... , have de_rOo., bose<! on !he pol<On1ago ",_noll\> flat .. eII unils tho .. una"" I\a'o'O dollcioncie •. bose<! ",,!he ~ __ ip .... t Hd'l ""lis deficiency "" to tIw Iotal deraney ~ 

fu~ de1\Qoncy hao ,. 11\0 Iotol deficio<'ocy by func-ton . 

(2) For purpo ... ' 01 ttlI'. ~Jocabl . Jorne res.eM for common tadffie,.t the ......... 1II"d Uanin WI VIIIiII auioned \0 (2) For IUPOses 01 1M ....toe.1ion . ..".,. ,. .. rve lor ammon laciIities Of \he Ulna ... and MarWI .ite> 

O1he, Pmdudion pIont in """'grlmn ., Co.,.".,n ~. "'PPOfl of ..... _ cycle ...... , WZI •• 1igneCI kI Other Production plant ... recognition of Common fltCiitie~ ' .-upport of new combined cyde 
units , 

(3) Only 510am Rooerve II beinjj re-aIouIea!'O< 11\0 chong< in ."'nal1'ic reeowry do ... fo r Capo c.na.e ",I """ RMeno, 
(3) Onlj 5' .. m R ........ is being .-.lIocaled pe1 the _ in economic,..,.,WT'f _. for Copt can.""ro/ 
and RMora. 

c..<IiU .. 
Unilli Willi 
Dor .... ne"'. 

2 .. 
3 .. 
::> = 
~ a 
0; 
!Ii. 
~ 
'" 0 

'" II> 
r g 
~ :; 
:!! ~ 
ii' ;; c. S'l? m 
)( 

-~ 

~ Cil<> :-
-"''''~ ~ 
~3~o 
~2;~ w. S . ...... 

s.H.~ c;,.) ___ 



DOCKET NO. 080677· EI AND DOCKET NO. 090130-EI 
2010-2011 RECALCULATED JURISDICTIONAL RATE BASE BY ITEM REFLECTING KO·16 ADJUSTMENTS 

KIM OUSDAHL 
LATE FILED DEPOSITION EXHIBIT NO.4, PAGE 1 OF 4 

FLORIDA POWER & LIGHT COW'ANY AND SUBSIDIARIES 
2010 RECAl.CULATED JURISDICTIONAL RATE BASE (RB) BY ITEM REFLECTING KO·16 ADJUSTMENTS 

($000'.) 

ITEM· 4 ITEM·8 ITEM-12 ITEM· 13 ITEM· 1. ITEM ·16 ITEM -19 ITEM ·21 
TOTALRB 

DOE BAD DEBT CIS STORM FUEL ACCOUNT 354 NUCLEAR TRANSMISSION JURISDICTIONAL 
JURISDICTIONAL RATE BASE SETILEMENT PROVISION PLANT UABILITY INVENTORY DEPRECIATION FUEL SERVICES ADJUSTMENTS 

PLANT IN SERVICE (25,866) (3,301) (386,896) (416,063) 

DEPRECIATION & AMORT RESERVE (252) (130) (1.734) (144.299) (146,415) 

NET PLANT IN SERVICE (25,614) 0 (3,171) 0 0 1,734 0 (242,597) (269.648) 

FUTURE USE PLANT (4.200) (4.200) 

CWiP (828) 3.301 (18.623) (16,150) 

NUCLEAR FUEL (3,n1) (3,n1) 

NET UTILITY PLANT (26.442) 0 130 0 0 1.734 (3,m) (265,420) (293.769) 

'NORKING CAPITAL 584 1,809 1,685 3,700 7,m 

RATE BASE (26,442) 584 130 1,B09 1,685 1.734 (3,n1) (261,720) (285,991) 

NOTE: TOTALS MAY NOT AOO DUE TO ROUNDING. 
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ADJUSTMENT DETAIL 

DOE SETTLEMENT 
PLANT IN SERVICE 

ACCUMULATED DEPRECIATION 
CONSTRUCTION 'M)RK IN PROGRESS 

BAD DEBT. ACCUM PROV 

CI;;! 31MPlEMENTATlQN 

PLANT IN SERVICE 

ACCUMULATED DEPRECIATION 

CONSTRUCTION WORK IN PROGRESS 

MISC DEF CREDIT - STORM LIABIUTY 

FUEL INVENTORY 

ACCOUNT 354 - DEPRECIATION 

NUCLEAR FUEL ADJUSTMENT 

TRAN;;!MI~SION ~ERVICE ADJ\,!~TMENT;;! 
PLANT IN SERVICE 

ACCUMULATED DEPRECIATION 

PLANT HELD FOR FUTURE USE 

CONSTRUCTION 'M)RK IN PROGRESS 

mRKlNG CAPITAL ASSETS 

WORKING CAPITAL UABILlTIeS 

TOTAL RATE BASE ADJUSTMENTS 

REF 

4 
4 
4 

8 

12 

12 

12 

13 

14 

16 

19 

21 

21 
21 

21 
21 

21 

DOCKET NO. 080677 - El AND DOCKET NO. 090130-EI 

2010-2011 RECALCULATED JURISDICTIONAL RATE BASE BY ITEM REFLECTING KO-16 ADJUSTMENTS 
KIM OUSDAHL 

LATE FILED DEPOSITION EXHIBIT NO.4, PAGE 2 OF 4 

FLORIDA POWER & UGHT COMPANY AND SUBSIDIARIES 
2010 RECALCULATED JURISDICTIONAL RATE BASE (RB) BY ITEM REFLECTING K()"16 ADJUSTMENTS 

($OOO's) 

COMPANY JURISDICTIONALJURISDICTIONAL 
PER BOOKS FACTOR UTILITY DESCRIPTION OF FACTOR 

(26,175) 0.968182 (25,006) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 
(255) 0.988182 (252) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 
(838) 0.988182 (828) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 

584 1.000000 584 FERC 144 

(3,329) 0.991745 (3,301) FACTOR ASSOCIATED WITH INTANGIBLE FUNCTION 
(131) 0.991745 (130) FACTOR ASSOCIATED WITH INTANGIBLE FUNCTION 

3,329 0.991745 3,301 FACTOR ASSOCIATED WITH INTANGIBLE FUNCTION 

1,825 0.991110 1,809 FERC253 

1,716 0.981672 1,685 FERC 151 

(1,744) 0.994460 (1,734) FACTOR ASSOCIATED WITH TRANSMISSION FUNCTION 

(3,811) 0.989501 (3,771) FERC 120 

(386,896) JURISDICTIONAL AMOUNTS FROM FPL REBUITAL EXHIBIT JAE - 11 

(144,299) JURISDICTIONAl AMOUNTS FROM FPl REBUTTAL EXHIBIT JAE - 11 

(4,200) JURISDICTIONAL AMOUNTS FROM FPL REBUTIAL EXHIBIT JAE - 11 

(18,623) JURISDICTIONAL AMOUNTS FROM FPl REBUTTAL EXHIBIT JAE - 11 

(9,400) JURISDICTIONAL AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 

13,100 JURISDICTIONAl AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 

(245,991) 
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DOCKET NO. 080677 - EI AND DOCKET NO. 09013D-EI 
2010-2011 RECALCULATED JURISDICTIONAL RATE BASE BY ITEM REFLECTING Ko-16 ADJUSTMENTS 

KIM OUSDAHL 
LATE FILED DEPOSITION EXHIBIT NO. 4, PAGE 3 OF 4 

FLORIDA POWER & LIGHT COMPANY AND SUBSIDIARES 

2011 RECALCULATED JURISDICTIONAL RATE BASE (RBI BY ITEM REFLECTING Ko-16 ADJUSTMENTS 

($COO'.) 

ITEM-4 ITEM-e ITEM-12 ITEM - 13 ITEM- 14 ITEM - 1S ITEM-19 ITEM-21 
TOTALRB 

DOE BAD DEBT CIS STORM FUEL ACCOUNT 354 NUCLEAR TRANSMISSION JURISDICTIONAL 
JURISDICTIONAL RATE BASE SETTLEMENT PROVISION PLANT LIABILITY INVENTORY DEPRECIATION FUEL SERVICES ADJUSTMENTS 

PLANT IN SERVICE (52,713) (31,641) (410.264) (494,618) 

DEPRECIATION & AMORT RESERVE (1 ,516) (1,958) (5,213) (154,424) (163,111) 

NET PLANT IN SERVICE (51,lm 0 (29,683) 0 0 5,213 0 (255,840) (331,446) 

FUTURE USE PLANT (3,934) (3,934) 

C'MP (1 ,315) 31 ,641 (30,829) (563) 

NUCLEAR FUEL (3.192) (3,192) 

NET UTlUTY PLANT (52,512) 0 1,958 0 0 5,273 (3,792) (290,603) (339,135) 

WORKING CAPITAL (398) 1,809 (10,503) 3,809 (5,2113) 

RATE BASE (52,572) (398) 1,958 1,809 (10,503) 5,273 (3,792) (286,794) (345,018) 

NOTE: TOTALS MAY NOT ADO DUE TO ROUNDING. 
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DOCKET NO. 080677 • EI AND DOCKET NO. 090130.EI 

2010.2011 RECALCULATED JURISDICTIONAL RATE BASE BY ITEM REFLECTING KO-16 ADJUSTMENTS 
KIM OUSDAHL 

LATE FIlED DEPOSITION EXHIBIT NO. 4, PAGE 4 OF 4 

FlOf{JDA POWER & LIGHT COIFANY AND SUBSIDIARIES 

2011 RECALCULATED JURISDlCl10NAL RATE BASE (RS) SY ITEM REFLECTING K()'16 ADJUSTMENTS 

($GOO's) 

COMPANY JURISDICTIONALJURISDICTIONAL 
ADJUSTMENT DETAIL REF PER BOOKS fACTOR unUTY DESCRIPTION OF fACTOR 

DOE SETIl.EMENT 

PLANT IN SERVICE 4 (53,347) 0.988106 (52,713) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 
ACCUMULATED DEPRECIATION 4 (1,534) 0.988106 (1,516) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 
CONSTRUCTION WORK IN PROGRESS 4 (1,392) 0.988108 (1,375) FACTOR ASSOCIATED WITH NUClEAR FUNCTION 

BAD DEBT. ACCUM PROV 8 (398) 1,000000 (398) FERC 144 

CIS 3 IMPLEMENTATION 
PLANTlN SERVICE 12 (31 ,903) 0.991773 (31,641) FACTOR ASSOCIATED WITH INTANGIBLE FUNCTION 
ACCUMULATED DEPRECIATION 12 (1,974) 0.991773 (1,958) FACTOR ASSOCIATED VYlTH INTANGIBLE FUNCTION 
CONSTRUCTION WORK IN PROGRESS 12 31,903 0.991773 31,641 FACTOR ASSOCIATED WITH INTANGIBLE FUNCTION 

MISC OEF CREon - STORM UABIUTY 13 1,825 0.991117 1,809 FERC 253 

FUEL INVENTORY 14 (10,104) 0.981245 (10,503) FERC 151 

ACCOUNT 354 - DEPRECIATION 16 (5,303) 0.994514 (5,273) FACTOR ASSOCIATED WITH TRANSMISSION FUNCTION 

NUCLEAR FUEL ADJUSTMENT 19 (3,635) 0.988687 (3,792) FERC 120 

TRANSMISSION SERVICE ADJUSTMENTS 
PLANT IN SERVICE 21 (410,264) JURISDICTIONAL AMOUNTS FROM FPL REBUTTAL EXHIBIT .IAE - 11 

ACCUMULA TEO DEPRECIATION 21 
PLANT HELD FOR FUTURE USE 21 

(154,424) JURISDICTIONAL AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 

(3,934) JURISDICTIONAL AMOUNTS FROU FPL REBUTTAL EXHIBIT JAE - 11 

CONSTRUCTION WORK IN PROGRESS 21 (30,&29) JURISDICTIONAJ. AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 

WORKING CAPITAL ASSETS 21 (8,502) JURISDICTIONAL AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 

WORKING CAPITAL LIABIUTIES 21 12,311 JURISDICTIONAL AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE • 11 

TOTAL RATE BASE ADJUSTMENTS (30t6,OtB) 
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DOCKET NO. 080677 - EI AND DOCKET NO. 090130-EI 

2010-2011 RECALCULATED JURISDICTIONAl OPERATING INCOME REFLECTING KO-16 ADJUSTMENTS 
KlMOUSDAHL 

LATE FILED EXHIBIT NO.5, PAGE 1 OF8 

flORIDA POWER & UGHT COMPANY AND SUBSIDIARIES 
2010 RECALCULATED JURISDICTIONAL NET OPERATING INCOME (NOI) BY ITEM REFLECTING KO·16 ADJUSTMENTS 

(SOOO'5) 

ITEM -2 ITEM - 3 ITEM - 5 ITEM-6A ITEM - 69 ITEM - 7 

JURISDICTIONAL NOI NelL DOE PAYROLL LATE PYMT BAD DEBT NOI MULTIPLIER 

INSURANCE SETILEMENT LOADINGS SVC.CHARGE EXPENSE CHANGE 

REVENUE FROM SALES 441 
OTHER OPERATING REVENUES (7,386) 

TOTAL OPERATING REVENUES 0 0 0 (7,386) 0 441 

OPERATIQN ~D MAlNT!;;NANCE EXPEN§E 
OTHER 10,982 (6,084) (3,373) 1,476 

FUEL & INTERCHANGE 
PURCHASED POWER 
DEFERRED COSTS 

SUBTOTAL O&M EXPENSE 10,982 (6,084) (3,373) 0 1,476 

DEPRECIATION & AMORTIZATION (747) 

TAXES OTHER THAN INCOME TAXES (109) (510) 0 

INCOME TAXES (4,236) 2,677 1,498 (2,849) (589) 169 

(GAIN)IlOSS ON DISPOSAL OF PLANT 

TOTAL OPERATING EXPENSES 6,746 (4,263) (2,385) (2,849) 907 171 

NET OPERATING INCOME (6,746) 4,263 2,385 (4,537) (907) 270 

NOTE: TOTALS MAY NOT FOOT DUE TO ROUNDING. 
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DOCKET NO. 080677 - EI AND DOCKET NO. 090130-EI 

2010-2011 RECAlCULATED JURISDICTIONAL OPERATING INCOME REFLECTING KO-16 ADJUSTMENTS 
KlMOUSDAHL 

LATE FILED EXHIBIT NO.5, PAGE 2 OF8 

FLORIDA POWER & UGHT COMPANY AND SUBSIDIARIES 
2010 RECALCULATED JURISDICTIONAL NET OPERATING INCOME (NOI) BY ITEM REFLECTING KO-16 ADJUSTMENTS 

($OOO's) 

ITEM- 9 ITEM -10 ITEM -11 ITEM-15 ITEM- 20 ITEM- 21 
TOTAlNOI 

JURISDICTIONAL NOI STATE LATEPYMT CIS3 ACCOUNT 354 INCREMENTAl TRANSMISSION JURISDICTIONAL 

UNEMPLOYMENT CHARGE DEPRECIATION DEPRECIATION HEDGING SERVICES ADJUSTMENTS 

TAX 

REVENUE FROM SAlES 441 
OTHER OPERATING REVENUES 752 (33,639) (40,273) 

TOTAl OPERATING REVENUES 0 752 0 ° 0 (33,639) (39,832) 

O~EBAnON ANQ MAlNT!.i~NCE EXPENSE 
OTHER (10,462) (7,459) 

FUEL & INTERCHANGE (52) (52) 

PURCHASED POWER 0 

DEFERRED COSTS 0 

SUBTOT At O&M EXPENSE 0 0 0 0 (52) (10,462) (7,511) 

DEPRECIATION & AMORTIZATION (435) (3,419) (10,335) (14,936) 

TAXES OTHER THAN INCOME TAXES 972 (4,918) (4,564) 

INCOME TAXES (375) 290 168 1,319 20 (3,057) (4,946) 

(GAJN)1l0SS ON DISPOSAL OF PLANT 0 

TOTAl OPERATING EXPENSES 597 290 (267) (2,100) (32) (28,772) (31,957) 

NET OPERATING INCOME (597) 462 267 2,100 32 (4,867) (7,875) 

NOTE: TOTALS MAY NOT FOOT DUE TO ROUNDING. 



DOCKET NO. 080677 • EI AND DOCKET NO. 090130-EI 

2010·2011 RECALCULATED JURISDICTIONAL OPERATING INCOME REFLECTING KO·16 ADJUSTMENTS 

KIMOUSDAHL 

LATE FILED EXHIBIT NO.5, PAGE 3 OF8 

FLORIDA POWER & LIGHT COMPANY AND SUBSIDIARIES 

2010 RECALCULATED JURISDICTIONAL NET OPERATING INCOME (NOI) BY ITEM REFLECTING KO·16 ADJUSTMENTS 

($000'5) 

COMPANY JURISDICTIONAL JURISDICTIONAL 

ADJUSTMENT DETAIL REF PER BOOKS FACTOR UTILITY DESCRIPTION OF FACTOR 

NEIL INSURANCE 

PROPERTY INSURANCE 2 6,590 0.991110 6,532 FERC 924 

PROPERTY INSURANCE, NUCLEAR OUTAGE 2 4,504 0.988182 4,451 FERC 924.1 
11,094 10,982 

DOE SETTLEMENT 

O&M 3 (6,156) 0.988182 (6,084) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 

DEPRECIATION EXPENSE 3 (756) 0.988182 (747) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 

PROPERTY TAX 3 (110) 0.988182 (109) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 

PAYROLL LOADINGS 

ADMIN EXPENSES TRANSFERRED 5 (2,575) 0.991745 (2,554) FERC 922 

INJURIES & DAMAGES 5 (59) 0.991745 (58) FERC 925 
0 PENSION & BENEFITS 5 (767) 0.991745 (761) FERC 926 
CO 
0 TAXES OTHER THAN INCOME TAXES 5 (514) 0.991745 (510) FERC 408 
m 

(3,883) -..j (3,916) 
-..j 

I 
<D LATE PAYMENT REVENUE· SERVICE CHARGE SA (7,386) 1.000000 (7,386) FERC 450 
OJ ., 
S· 

BAD DEBT EXPENSE 68 1,476 1.000000 1,476 FERC 904 

m (38.8% OF $3.805M ALlOCATED TO BASE) >< ::::r 
0' 

NOIMULTIPUERCHANGE ;:::;.: 
I 

NOI DEFICIENCY PER FILED SCHEDULE A·1 7 638,865 
0 
0 NOI MUL TlPLIER PER FILED SCHEDULE A·l 7 1.63342 
0 
0 REVISED NOI MUL TIPUER 7 1.63411 
->. 

MUL T1PUER DIFFERENCE 7 0.00069 

CHANGE IN REVENUE REQUIREMENTS 441 

STATE UNEMPLOYMENT TAX 9 980 0.991745 972 FERC 406 

LATE PAYMENT CHARGE 10 752 1.000000 752 FERC 450 
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DOCKET NO. 080677 - EI AND DOCKET NO. 090130-EI 

2010-2011 RECALCULATED JURISDICTIONAL OPERATING INCOME REFLECTING KO-16 ADJUSTMENTS 

KIMOUSDAHL 

LATE FILED EXHIBIT NO.5, PAGE 4 OF8 

FLORIDA POWER & LIGHT COMPANY AND SUBSIDIARIES 

2010 RECALCULATED JURISDICTIONAL NET OPERATING INCOME (NOI) BY ITEM REFLECTING KO·16 ADJUSTMENTS 

($OOO's) 

COMPANY JURISDICTIONAL JURISDICTIONAl 
ADJUSTMENT DETAIL REF PER BOOKS FACTOR UTIUTY DESCRIPTION OF FACTOR 

DEPRECIATION EXPENSE - CIS3 11 (439) 0.991745 (435) FACTOR ASSOCIATED WITH INTANGIBLE FUNCTION 

DEPRECIATION EXPENSE - ACCOUNT 354 15 (3,487) 0.980363 (3,419) FACTOR ASSOCIATED WITH TRANSMISSION FUNCTION 

INCREMENTAL HEDGING COSTS 20 (53) 0.981672 (52) FERC 501 

IB!~SMISS!Q~ S!;;BVICE§! 
OTHER OPERATING REVENUES 21 (33.639) JURISDICTIONAL AMOUNTS FROM FPL REBun AL EXHIBIT JAE· 11 

OPERATING & MAINTENANCE EXPENSES 21 (10,462) JURISDICTIONAL AMOUNTS FROM FPL REBUn AL EXHIBIT JAE - 11 

DEPRECIATION & AMORTIZATION 21 (10,352) JURISDICTIONAl AMOUNTS FROM FPL REBUTIAL EXHIBIT JAE - 11 

TAXES OTHER THAN INCOME TAXES 21 (4 ,918) JURISDIC1l0NAL AMOUNTS FROM FPL REBUTIAL EXHIBIT JAE - 11 

AMORTIZATION OF REGULATORY ASSET 21 17 JURISDICTIONAl AMOUNTS FROM FPL REBUn AL EXHIBIT JAE - 11 
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DOCKET NO. 080S77 - EI AND DOCKET NO. 09013O-EI 

2010-2011 RECALCULATED JURISDICTIONAL OPERATING INCOME REFLECTING K0-16 ADJUSTMENTS 
K1MOUSDAHl 

LATE FilED EXHIBIT NO.5, PAGE 5 OF8 

FLORIDA POWER & UGHT COMPANY AND SUBSIDIARIES 
2011 RECAlCULA TEO JURISDICTIONAL NET OPERA TING INCOME (NOI) BY ITEM REFLECTING KO-16 ADJUSTMENTS 

($000'$) 

ITEM-2 ITEM - 3 ITEM - 5 ITEM-SA ITEM-SB ITEM-7 

JURISDICTIONAL NOI NEil DOE PAYROll LATEPYMT BAD DEBT NOI MULTIPLIER 

INSURANCE SETILEMENT LOADINGS SVC.CHARGE EXPENSE CHANGE 

REVENUE FROM SALES 184 
OTHER OPERATING REVENUES (7,001) 

TOTAl OPERATING REVENUES 0 0 0 (7,001) 0 184 

OPERATION ~Q MAINTENANCE EXPEN§E 
OTHER 10,982 (5,327) (3,592) 754 

FUEL & INTERCHANGE 

PURCHASED POWER 

DEFERRED COSTS 

SUBTOTAL O&M EXPENSE 10,9132 (5,327) (3,592) 0 754 

DEPRECIATION & AMORTIZATION (1,542) 

TAXES OTHER THAN INCOME TAXES (928) (543) 0 

INCOME TAXES (4,236) 3,008 1,595 (2,701) (291) 71 

(GAlN)IlOSS ON DISPOSAl OF PLANT 

TOTAl OPERATING EXPENSES 6,746 (4,790) (2,540) (2,701) 463 71 

NET OPERATING INCOME (6,746) 4,790 2,540 (4,300) (463) 113 

NOTE: TOTAlS MAY NOT FOOT DUE TO ROUNDING. 
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DOCKET NO. 080677· EI AND DOCKET NO. 090130·EI 
201 0-2011 RECALCULATED JURISDICTIONAL OPERA TlNG INCOME REFLECTING KO·16 ADJUSTMENTS 

KIMOUSDAHL 

LATE FILED EXHIBIT NO,5, PAGE 6 OF8 

FLORIDA POWER & LIGHT COMPANY AND SUBSIDIARIES 
2011 RECALCULATED JURISDICTIONAL NET OPERATING INCOME (NOI) BY ITEM REFLECTING KO·16 ADJUSTMENTS 

($OOO'S) 

ITEM· 9 ITEM· 10 ITEM·11 ITEM ·15 ITEM ·20 ITEM· 21 

JURISDICTIONAL NOI STATE LATE PYMT CIS3 ACCOUNT 354 INCREMENTAL TRANSMISSION 
UNEMPLOYMENT CHARGE DEPRECIATION DEPRECIATION HEDGING SERVICES 

TAX 

REVENUE FROM SALES 
OTHER OPERATING REVENUES 776 (34,656) 

TOTAl OPERATING REVENUES 0 776 0 0 0 (34,658) 

OPERATION AND MAINTENANCE EXPENSE 
OTHER (10,061) 

FUEL & INTERCHANGE (52) 

PURCHASED POWER 
DEFERRED COSTS 

SUBTOTAL O&M EXPENSE 0 0 0 0 (52) (10,061) 

DEPRECIATION & AMORTIZATION (4,216) (3,611) (11,374) 

TAXES OTHER THAN INCOME TAXES 971 (5,411) 

INCOME TAXES (375) 299 1,626 1,393 20 (3,013) 

(GAlN)/LOSS ON DISPOSAl OF PlANT 

TOTAL OPERATING EXPENSES 596 299 (2,590) (2,218) (32) (29,859) 

NET OPERATING INCOME (596) 477 2,590 2,218 32 (4,799) 

NOTE: TOTALS MAY NOT FOOT DUE TO ROUNDING. 

TOTALNOI 
JURISDICTIONAL 
ADJUSTMENTS 

184 
(40,883) 

(40,699) 

(7,244) 

(52) 
0 
0 

(7,296) 

(20,744) 

(5,911) 

(2,603) 

0 

(36,554) 

(4,145) 
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DOCKET NO. 080677 - ElAND DOCKET NO. 090130-EI 

2010-2011 RECALCULATED JURISDICTIONAL OPERATING INCOME REFLECTING KO·16 ADJUSTMENTS 
K1MOUSDAHL 

LATE FILED EXHIBIT NO.5, PAGE 7 OF8 

FLORIDA POWER & LIGHT COMPANY AND SUBSIDIARIES 
2011 RECALCULATED JURISDICTIONAL NET OPERATING INCOME (NOI) BY ITEM REFLECTING KO·16 ADJUSTMENTS 

($OOO's) 

COMPANY JURISDICTIONAL JURISDICTIONAL 
ADJUSTMENT DETAIL REF PER BOOKS FACTOR UTILITY DESCRIPTION OF FACTOR 

NEIL INSURANCE 
PROPERTY INSURANCE 2 6,590 0.991107 6,531 FERC 924 
PROPERTY INSURANCE, NUCLEAR OUTAGE 2 4,504 0.988108 4,450 FERC 924.1 

11,094 10,982 

DOE SETTLEMENT 
O&M 3 (5,392) 0.988108 (5,327) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 

DEPRECIATION EXPENSE 3 (1,561) 0.988108 (1,542) FACTOR ASSOCIATED IMTH NUCLEAR FUNCTION 

PROPERTY TAX 3 (939) 0.988108 (928) FACTOR ASSOCIATED WITH NUCLEAR FUNCTION 

PAYROt.L LOADINGS 
ADMIN EXPENSES TRANSFERRED 5 (2,584) 0.991745 (2,562) FERC922 

INJURIES & DAMAGES 5 (63) 0.991745 (62) FERC 925 

PENSION & BENEFITS 5 (976) 0.991745 (968) FERC926 

TAXES OTHER THAN INCOME TAXES 5 (548) 0.991745 (543) FERC408 

(4,170) (4,135) 

LATE PAYMENT REVENUE· SERVICE CHARGE 6A (7.001) 1.000000 (7,001) FERC450 

BAD DEBT EXPENSE 66 754 1.000000 754 FERC 904 

(3B.7% OF $1.948M A1.LOCATED TO BASE) 

NOI MULTIPLIER CHANGE 
NOI DEFICIENCY PER FILED SCHEDULE A·1 7 800,119 

NOI MULTIPUER PER FILED SCHEDULE A-1 7 1.63256 

REVISED NOI MUL TlPUER 7 1.63279 

MULTIPLIER DIFFERENCE 7 0.00023 

CHANGE IN REVENUE REQUIREMENTS 184 

STATE UNEMPLOYMENT TAX 9 979 0.991773 971 FERC408 

LATE PAYMENT CHARGE 10 776 1.000000 776 FERC 450 
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DOCKET NO. 080677 - EI AND DOCKET NO. 090130-E1 

2010-2011 RECALCULATED JURISDICTIONAl OPERATING INCOME REFLECTING KO-16 ADJUSTMENTS 
KIMOUSDAHL 

LATE FILED EXHIBIT NO.5, PAGE 8 OF8 

FLORIDA POWER & UGHT COMPANY AND SUBSIDIARIES 

2011 RECALCULATED JURISDICTlONAL NET OPERATlNG INCOME (NOI) BY ITEM REFLECTlNG K0-16 ADJUSTMENTS 

($OOO's) 

ADJUSTMENT DETAIL 

DEPRECIATION EXPENSE - CIS3 

DEPRECIATION EXPENSE - ACCOUNT 354 

INCREMENTAL HEDGING COSTS 

TRANSMISSION SERVlCES 

OTHER OPERATING REVENUES 

OPERATING & MAINTENANCE EXPENSES 

DEPRECIATION & AMORTIZATION 

TAXES OTHER THAN INCOME TAXES 

AMORTIZATION OF REGULATORY ASSET 

COMPANY JURISDICTIONAL JURISDICTIONAL 

REF PER BOOKS FACTOR UTILITY 

11 (4,251) 0.991773 (4,216) 

15 (3,631) 0.994514 (3,611) 

20 (53) 0.981245 (52) 

21 (34,658) 

21 (10,061) 

21 (11,278) 

21 (5,411) 

21 (96) 

DESCRIPTION OF FACTOR 

FACTOR ASSOCIATED WITH INTANGIBLE FUNCTION 

FACTOR ASSOCIATED WITH TRANSMISSION FUNCTION 

FERC 501 

JURISDICTIONAL AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 

JURISDICTIONAL AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 

JURISDICTIONAL AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 

JURISDICTIONAL AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 

JURISDICTIONAl AMOUNTS FROM FPL REBUTTAL EXHIBIT JAE - 11 
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DOCKET NO. 0806n - EI AND DOCKET NO. 090130·EI 

2010-20 11 RECALCULATED MFR D-1A REFLECT! NG KO-16 ADJUSTMENTS 

KIMOUSDAHL 

LATE FILED DEPOSITION EXHIBIT NO.6, PAGE 1 OF 2 

FLORIDA POWER & LIGHT COMPANY AND SUBSIDIARIES 

2010 RECALCULATED MFR D-IA (COST OF CAPITAL -13MONTH AVERAGE) REFLECTING KO·16 ADJUSTMENTS 

(SOOO) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

LINE COMPANY TOTAL SPECIFIC PRO RATA SYSTEM JURISDICTIONAL JURISDICTIONAL RATIO COST ~IGHTED 

NO. CLASS OF CAPITAL PER BOOKS ADJUSTMENTS ADJUSTMENTS ADJUSTED FACTOR ADJUSTED RATE COST RATE 

1 LONG TERM DEBT 7,on,377 (907.863) (806.923) 5 ,357.59\ 0 .9118477 5.295,857 31.57% 5 .55% 1.75% 

2 PREFERRED STOCK a 0 0 0 0.9118477 0 0.00% 0.00% 0.00".4 

3 CUSTOMER DepOSITS 626.383 0 (81,992) 544,390 1.000000 544,390 3 .24% 5 .98% 0.19% 

4 COMMON EaUITY 9 .188.265 (9,519) (1,201 .480) 7.977.265 0.988477 7,885.346 47.00% 12.50% 5 .87% 

5 SHORT TERM DEBT 181.615 0 (23,773) 157,842 0.988477 156,023 0.\13% 2.96% 0.03% 

6 DEfERREl) INCOME TAX 3,351.931 12.747 (440,4aD) 2.924,248 0.988477 2.890,553 17.23% 0.00% 0.00'4 

7 INVESTh'lENT TAX CREDITS 63.939 (57.622) (827) 5 .490 0.988477 5.426 0.03% 9 .71% 0.00% 

8 TOTAL 20.484,509 (962,256) (2,555.425) 16.966,826 16,m ,ses 100.00% 7.85% 

9 

ID 

11 

12 

13 NOTE: TOTALS MAY NOT ADO DUE TO ROUNDING. 

14 
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DOCKET NO. 080677 - EI AND DOCKET NO. 090130-E1 

2010-2011 RECALCULATED MFR D-IA REFLECTING KO-16 ADJUSTMENTS 

KIM OUSDAHL 

LATE FILED DEPOSITION EXHIBIT NO. 6 , PAGE 2 OF 2 

FLORIDA POWER & UGHT COMPANY AND SUBSIDIARIES 

2011 RECALCULATED MFR D-IA (COST OF CAPITAL • 131otONTH AVERAGE) REFLECTING KO-16 ADJUSTMENTS 

($000) 

(1) (2) (3) (4) (5) (6) (1) (8) (9) (10) 

UNE COMPANY TOTAL SPECIFIC PRO RATA SYSTEM JURISDICTIONAL JURISDICTIONAL RATIO COST WEIGHTED 

NO. CLASS OF CAPITAL PER BOOKS ADJUSTMENTS ADJUSTMENTS ADJUSTED FACTOR ADJUSTED RATE COST RATE 

1 LONG TERM DEBT 8.024,469 (901,312) (1 ,229,831) 5,893,326 0.989018 5,828,605 33.24% 5.81% 1.93% 

2 PREFERRED STOCK a 0 0 a 0.989018 0 0.00% 0.00% 0,00% 

3 CUSTOMER DEPOSITS 656,855 0 (113,408) 543,447 1.000000 543,447 3.10% 5.96% 0.19% 

~ COMMON EQUITY 10, 171,~ (9 ,519) (1,154,552) 8,407.783 0.989018 8,315,447 47.42% 12.50% 5.93% 

5 SHORT TERM DeeT 83,370 0 (14,394) 68 ,976 0.989018 68,218 0.39% 4.6 1% 0.02% 

6 DEFERRED INCOME TAX 3,411,608 (23,601) (585,983) 2,808,018 0,989018 2.n7,180 15.84% 0.00% 0.00% 

7 If'NESTMENT TAX CREDITS 191 ,748 (188,709) (525) 2,514 0.989018 2,486 0.01% 9.74% 0.00% 

8 TOTAL 22,545,903 (1,123,148) (3.698.692) 17,724,064 17,535,384 100.00% 8.06% 

9 

10 

11 

12 

13 NOTE: TOTALS /MY NOT ADD DUE TO ROUNDING. 

14 



28 JUly 2009 I 9 pages 

FPL Group Inc (FPL) 
Conference Call Notes - Lowered Wind Development Outlook 
Takes A little Shine Off The Growth Story 

• What's New - During the call, the company indicated the amount of wind 
megawatts coming online in 2010 is expected to be 1,000 MWs, down from a 
prior range of 1,000-1,500 MWs. Management also mentioned that their 
previously given long-term outlook of bringing 7,000-9,000MWs of new wind 
online is "overly optimistic". The company's outlook has changed primarily due 
to the effects of a slOWing economy, which is causing reluctance among 
counterparties, such as utilities, from signing new PPAs. The company's 
lowered wind oullook is also reflective of management not wanting to build 
uncontracted merchant capacity in a poor economic environment. 

• Possible EPS Impact - Our financial forecast currently assumes 1,500 MWs 
coming on line in 2010 and 201l. A lowering of the forecast to 1,000 MWs, at 
first glance, could impact our annual EPS estimates by roughly $O_lO/share of 
EPS in 2010 and beyond. This would be due to both the reduction in EBITDA 
contribution, as well as from the loss of incremental PTe contribution. 

• Looking Ahead - We believe FPL carries a relatively high valuation due to its 
growth outlook, so a delay in the growth outlook could weigh on the stock by 
more than our initial EPS read might suggest. We rate FPL shares 2M. 

• Incremental negative tor EIX (EIX.N; US$32.69; 2M): FPL's commentary on 
the poor outlook for new wind development could a Iso be negative for Hold 
Rated EIX, which also has a wind growth program through its EMG subsidiary. 

EPS Qt Q2 Q3 Q4 FY FC Cons 

2008A O.76A 0.93/\ l.25A O.90A 3.84A 3.84A 

20D9E o.sOA O.96E 1.28E 1.00E 4.14£ 4.22E 

Previous O.90A O.96E J.2SE l.OOE 4.l4E na 

2010E na na na na USE 4.m 
Previous ns na ns ns 4.79E na 

2011E na na na nl 4.9SE 5.18E 

Previous na na na oa 4.98£ na 

Source Comp~ny Reports and dataCentral. CIR Fe Cons, First Call Consensus 

See Appendi~ A-I far Analyst Certification and important disclosures. 

Hold/Medium Risk 
Price (27 Jui 09) 
Target price 
Expected share price return 
Expected dividend yield 
Expecte d tot8 I retu rn 

Markel Cap 

Equlty:;f 

2M 
US$60.04 
US$58.00 

-3.4% 
3.0% 

-0.4% 
US$24,664M 

Price Performance (RIC: FPl.N, BB: FPL US) 
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Brian Chin 
+1-212-816-2861 
bria n.chin@citi.com 
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Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research 
reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report 
as only a single factor in making their investment decision. 

080677 Hearing Exhibit - 00001818 



Docket No. 080677-EJ 

FPL Group Inc (FPL) 
Citi report on wind power outlook 

28 July 2009 
Kim Ousdahl 

Late Filed Exhibit 7, Page 2 of9 

Fiscal year end 31-Dec 2001 2008 2009E 2010E 2011E 

Valuation Ratios 
PIE adjusted (x) 17.3 15.7 14.5 12.5 12.0 
EV/EBITDA adjusted (x) 8.7 9.1 7.6 6.8 6.8 
P/BV (x) 2.3 2.1 1.9 1.7 1.6 
Dividend yield (%) 2.6 3.0 3.1 3.3 3.5 

Per Share Data (US$) 
EPS adjusted 3.48 3.84 4.14 4.79 4.98 
EPS reported 3.27 4.07 4.14 4.79 4.98 
BVPS 26.52 28.98 31.47 34.60 38.02 
DPS 1.57 1.78 1.89 1.98 2.08 

Profit" Loss (US$M) 
Net sales 15,263 16,409 16,636 18,205 19,091 
Operating expenses -12,845 -13,728 -13,794 -14,881 -15,624 
EBIT 2,418 2.681 2.842 3.325 3,473 
Net interest expense -762 -813 -932 -1,158 -1,343 
Noll-operating/exceptionals 24 222 74 69 112 
Pre-tal profit 1.680 2,090 1,985 2,235 2,243 
Tax -368 -450 -306 -272 -166 
ExtraordJMin.lntJPref.div. 0 0 0 0 0 
Reported net income 1,312 1,640 U8D 1,963 2,077 
Adjusted earnings 1,398 1,547 1,680 1,963 2,077 
Adjusted EBITDA 3,811 3,915 5,071 5,996 6,339 
Growth Rates (%) 

Sales -2.8 7.5 1.4 9.4 4.9 
EBIT adjusted 41.2 -0.5 12.0 17.0 4.5 
EBITOA adjusted 27.4 2.7 29.5 18.2 5.7 
fPS adjusted 14.6 10.2 8.0 15.7 3.9 

Cash Flow (US$M) 

Operating cash flow 3,594 3,403 4,194 4,850 4,893 
Depreciation/amortization 1,260 1,377 2,229 2,671 2,866 
Nel working capital 699 -335 -8 0 0 
I nvestina cash flow -4,579 -5,846 -5,399 -6,44& -5,940 
Capital expenditure -4,340 -5,257 -5,395 -6,446 -5,940 
Acq u i s ition sid i sposa I s 0 0 0 0 0 
Flnancinr cash flow 655 2,688 1,562 2,794 1,968 
Borrowings 1,253 3,317 2,231 3,275 2,315 
Dividends paid -654 -714 -766 -813 -868 
Chanre in cash -330 245 351 999 921 

Balance Sheet (uS$M) 

Total assets 40,123 44,794 48,925 54,564 59,858 
Cash & cash equivalent 290 535 892 1,891 2,811 
Accounts receivable 2,083 2,048 1,970 1,970 1,970 
Net fixed assets 28,652 32,411 36,058 40,698 44,871 
Total liabilities 28,388 33,118 38,133 40,289 43,&53 

for further data queries on Citi's full coverlge universe 
Accounts payable 2,035 1,929 1,938 1,938 1,938 

pl.ase contact CIR D,ta Services Americn at Total Debt 13,699 17,086 19,342 22,617 24,932 
CIROataServicesAmericasCc itLcom or +1-212-816-5336 Shareholders' funds 10,735 11,818 12,192 14,275 16,005 

Profitability/Solvency Rat/os (%) 

EBITDA margin adjusted 25.0 23.9 30.5 32.9 33.2 

~at~'C~ntral 
ROE adjusted 13.5 13.8 13.7 14.5 13.7 
ROIC adjusted 7.3 6.1 6.6 7.2 7.1 
Net debt to equity 124.9 141.7 144.2 145.2 138.2 
Total debt to capital 56.1 59.4 60.2 61.3 60.9 

080677 Hearing Exhibit - 00001819 



FPL Group Inc (FPL) 
28 July 2009 

FPL Group Inc 

Company description 

Docket No. 080677-EI 
Citi report on wind power outlook 

Kim Ousdahl 
Late Filed Exhibit 7, Page 3 of9 

FPL Group (FPL) is a public utility holding company that has annual revenues 

of more than $9 billion. Its principal subsidiary, Florida Power & Light 
Company (FP&L), is a regulated electric utility engaged in the generation, 
transmission, distribution, and sale of electric energy and serves more than 4 
million customer accounts in Florida. FPL Energy (FPLE), LLC, FPL Group's 
rate regulated public utility and energy generating subsidiary, is a leader in 
U.S. wind power and has a diversified platform of more than 11,000 megawatts 
of generation assets in 24 states. FPL Group also owns FPL FiberNet, LLC, 
which provides fiber optic services and cable to telecom-related companies in 

Florida. 

Investment strategy 

We rate the shares of FPL Group Hold/Medium Risk (2M), as we believe the 
stock is fairly valued relative to its earnings growth prospects. We think the risk 
profile of FPL is lower than the average integrated utility, with a stronger-than
average balance sheet and 50-60% of its EPS coming from its FP&L utility 
business. However, the weakening economy and credit market turmoil may 
make the wind businesses growth aspirations more difficult to attain. 

Valuation 

Our target price is $58/share. We value FPL Group, an Integrated utility, based 
on a sum of the parts approach. Our target is intended to reflect where the 
shares should trade one year forward from today. 

The regulated utility is worth $29.25/share. We assume a 12.0x multiple on our 
regulated utility 2011 EPS forecast of $2.57/share (net of corporate drag and 
other) to arrive approximately $311share. We then discount the $31/share over 
6 months at 11 % to arrive at a price one year from today of $29.25/share. Our 
target multiple of 12.0x corresponds to our long term regreSSion of corporate 
bond yields and PIE multiples for regulated utilities, plus a premium/discount 
factor to accou nt for I ikely regulated EPS growth over the next 3 years. 

The merchant segment is worth $28.57/share. We assume a 7.0x Open EBITDA 
multiple on NextEra's core power business. Our Open EBITDA multiple, applied 
to our 2011 EBITOA forecast for NextEra's core power business of $1.25 billion 
on current forward commodity curves, arrives at an enterprise value of $8.7 
billion. We adjust thiS value by adding NPV of hedges of $359 million and then 
subtract $2.5 billion of net debt to arrive at an equity value of $5.3 billion. This 
equates to about $16.00/share for the core power bUSiness. 

We value the wind business separately. We apply a 9x multiple to our 
forecasted 2011 EBITDA of approximately $2.08, to arrive at an enterprise 
value of $18.0 billion. We then subtract $11.7 billion of net debt to arrive at an 
equity value of $6.1 billion, which equates to about $14.81/share. 

We then discount the per-share values of both the core power bUSiness and 
wind business at 15% over a six month period to arrive at a price, one year 
from today, of $28.57/share. 

080677 Hearing Exhibit - 00001820 



FPl Group Inc (FPL) 
28 July 2009 

Risks 

Docket No. 080677-EI 
Citi report on wind power outlook 

Kim Ousdahl 
Late Filed Exhibit 7, Page 4 of9 

We rate FPL Group Medium Risk. The financial strength of FPL's core utility 
business should allow for consistent growth in cash flow and stable earnings. 
FPL's strong "An-rated balance sheet should improve over the forecast horizon 
Risks we see to the stock achievi ng our target price include the following: 

Slowing Florida Economy - FPL's electric utility is exposed to the Florida 
economy, which may result in a level of electricity sales below our expectations 
and the stock underperforming our target. Conversely. if the economy 
strengthens and sales increase above our forecast, the stock may outperform. 

Robust Wind Construction - We estimate that FPLE will construct more than 
1000MW of wind generation per year over our forecast period. If FPL is unable 
to meet this construction schedule it could decrease the earnings contributions 
from organic wind build . If the ultimate accounting treatment of the convertible 
lTC's is not consistent with FPL's expectations, the stock may materially 
underperform . 

Commodity Prices - Next£ra·s earnings are subject to market forces of 
commodity prices . Our estimate assumes that NextEra ·s 11 ,309MW merchant 
generation portfolio is 91 % hedged in 2009 and 82% hedged in 2010, 
consistent with management guidance, while the remainder of the power is 
sold at current forward prices. Changes in forward prices could positively or 
negatively impact our forecasted earnings and cash flow and could impact the 
stock price. 

Edison International 
Valuation 

Our target price is $35/share. We value Edison International, an integrated 
utility. based on a sum of the parts approach . Our target is intended to reflect 
where the shares should trade one year forward from today. 

The regulated utility is worth $34.01/share. We assume a 12.5x multiple on our 
regulated ut i lity 2011 EPS forecast of $2.87/share (includes corporate drag of 
$O.12/share) to arrive at $35 .84/share of value for the utility . We then discount 
it back six months at 11 % to arrive at one-year forward target value of 
$34.0l/share. Our target multiple of 12.0x corresponds to our long term 
regression of corporate bond yields and PIE multiples for regulated utilities, 
plus a premium/discount factor to account for likely regulated EPS growth over 
the next 3 years . We assume a O.05x premium for SCE. 

The merchant segment is worth $l.02/share. We assume a 7.0x Open EBITDA 
multiple on Edison Mission Group's core power business and 9x multiple on its 
Wind business for a weighted average multiple of 7 .85x Our Open EBITDA 
multiple , app lied to our 2011 EBITDA forecast for EMG's core power and wind 
assets of $833 million on current forward commodity curves, arrives at an 
enterprise value of $6.5 billion. We then subtract $5 .7 billion of net debt to 
arrive at an Equity Value of $977mm . We then subtract an NPV of $616mm to 
take into future environmental cap-ex. We then discount the equity value by 
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15% over a 6 month period to amve at an equity value of $337mm, which 

equates to $1.02/share. 

Risks 

We rate Edison International Medium Risk. Edison's utility subsidiary, SeE, has 
fully recovered its under-collected power costs and Edison has resumed paying 
common dividends . Its merchant business is in a much stronger position 
financially than in recent years and is financially bifurcated from the parent 
company. However, Edison's continued ownership of EME, in our view, 
contributes uncertainty to the story . We believe Edison's stock price volatility 
will be consistent with its historic beta of O. 73x . Risks to the stock achieving 
our price target include the following: 

Cost of capital future General Rate Case (GRC) uncertainty --- SCE's ROE could 
be re-set higher or lower depending on capital market conditions. Future GRC 
decisions could alter the uti lity's long-term earnings growth trajectory and the 
utility's ability to finance its capital expenditures . 

Commodity risk at EME could contribute to stock volatility --- Since EME is 
increasingly un-hedged as we move through t ime EPS will be highly sensitive to 
our assumptions regarding power and coal prices, which could be higher or 
lower tha n currently forecast. 

Cost of capital future General Rate Case (GRC) uncertainty --- SCE's ROE could 
be re-set higher or lower depending on capital market conditions. Future GRC 
decis ions could alter the uti li ty 's long-term earnings growth trajectory and the 
utility's ability to finance its capital expenditures . 

Commodity risk at EME could contribute to stock volatility --- Since EME is 
increasingly un-hedged as we move through lime EPS will be highly sens itive to 
our assumpt ions regarding power and coal prices, Which could be higher or 
lower than currently forecast. 

Tax risk associated with leveraged lease portfolio --- Edison invests in 
leveraged leases through its Edison Capital subsidiary. The company is 
currently pursuing a cash neutral settlement with the IRS. Ultimately, a 
negative ruling by the IRS could lead to a restatement of earnings and cash 
penalties . 
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Each research analrsl(s) principally responsible for the preparation and content of all or any identified portion of this research report hereby certifies that. with 
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the researcll analyst covers in tltls reselrch 
report. all of the views expressed in this research report accurately reflect their personal views about those issuer(s) or securities. Each research analyst(s) also 
certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) Dr vlew(s) expressed by that research 
analyst in this research report. 
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Ratings and Target Price History 
Fundamental Research 
Analyst Brian C~in 
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Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of FPl Group Inc, Edison 
International. 

Cltigroup Global Markets Inc. or its affiliates has received compensation tor investment banking services provided within the past 12 months from FPL Group inc, Edison 
International. 

Citigroup Global Markets Inc, or its affiliates expects to receive or intends to seek, within tile next three months, cDmpensation for investment banking services from FPL 
Group Inc. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from FPl Group inc, Edison 
International in the past 12 months. 

Cltigroup Glolla! Markets Inc, currently has, or had within the past 12 months, the following as investment banking client(s), FPl Group Inc, Edison International. 

Citigroup Globai Markets Inc. currently has, Of had within the past 12 months, the foliowing as ciients, and the services provided were non-investment-banking, securities
related, FPl Group Inc, Edison International. 
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Citigroup Global Markets Inc. currently has. or had within the past 12 months. the following as clients. and the services provided were non-investment-banking. non
securities-related: FPL Group Inc. Edison International. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). like all Firm employees. analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Inve~tment Research & Analysis p~o~uct 
("the Product'). please contact Citi Investment Research & Analysis, 388 Greenwich Street, 2~th Boor, ~ew York, NY. 10013 •. AttentIOn: lega~/Co~pllance. In addition, the 
same important disclosures. with the eKception of the Valuation and Risk assessments and historical disclosures. are contamed on the Flrm.s disclosure we~slt~ at 
www.citigroupgeo.com. Valuation and Risk assessments can be found in the text of the most recent research note/report regardmg the subject company. Hlstollcal 
disclosures (for up to the past three years) will be provided upon reques!. 

Citi Investment Research Ratlnp Distribution 
D6t6 cutTInl IS of 30 Jun 2009 
Citiinvestlllent Research GJObal rundamental Coverage 

% of companies in each ratinl cat8iOfY that are investment banking clients 
Guide tD Fundamantal Research Investment R.tlnp: 
Citi Investment Research's stock recommendations include a risk rating and an investment rating. 

Buy 
"41%" 

46% 

Risk r.tinKs, which take into account both price volatility and fundamental criteria, are: Low (l), Medium (M], High (HI, and Speculative (5]. 

Hold 
38% 
45% 

Sell 
21% 
39% 

Investment ratlnp are a function of Citi Investment Research's expectation of total return (forecast price appreciation and dividend yield within the nexl12 months) and 
risk rating. 

For securities in developed markets (US. UK, Europe, Japan. and AustralialNew Zealand), investment ratings are:Buy (1) (expected total return of 10% or more for Low-Risk 
stocks. 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks!; Hold (2) (0%-10% for Low-Risk stocks. 0%-15% 
for Medium-Risk stocks, 0%-20% for High-Risk stocks. and 0%-35% for Speculative stocks); and Sell (3) (negative total return). 

Investment ratings are determ ined by the ranges described above at the time of initiation of coverage. a change in investment andlor risk rating. or a change in target 
price (subject to limited management discretion). At other times. the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon ~ur personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 
Guide to Corporate 80nd Research Credit Opinions and Investment Ratings: Citi Investment Research's corporate bond research issuer publications include a fundamental 
credil opinion of Improving. Stable or Deteriorating and a complementalY risk rating of low (l), Medium (M). High (H) or Speculative (S) regarding the credit risk of the 
company featured in the report. The fundamental credit opinion reflects the CIR analyst's opinion of the direction of credit fundamentals of the Issuer without respect 10 
securities market vagaries. The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public debt ratings 
companies such as Moody's Investors Service. Standard and Poor's. and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix: Low Risk 
Triple A to Low Double A; Low to Medium Risk High Single A through High Triple 8: Medium to High Risk Mid Triple B through High Double B: High to Speculative Risk Mid 
Double Band 8elow. The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a company 
is held to maturity. based upon both fundamental and market risk factors. Certain reports published by Citi Investment Research will also include Investment ratings on 
specific issues of companies under coverage which have been assigned fundamenlal credit opinions and risk ratings. Investment ratings are a function of Cit; Investment 
Research's expectations for total return, relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: 
Buy/Overweighl the bond is expected to outperform the relevant Ciligroup bond market sector index (Broad Investment Grade. High Yield Market or Emerging Market), 
performances of which are updated monthly and can be viewed at hUp:l/sd.ny.ssmb.coml using the 'Indexes' tab; Hold/Neutral Weight the bond is expected to perform in 
line with the relevant Citigroup bond market sector index; or SelllUnderweight the bond is expected to underperform the relevant sector of the Citigroup indexes. 

Non-US research analysts who have prepared this report are not registered/qualified as research analysts with the NYSE and/or NASD. Such research analysts may not be 
associated persons of the member OIganizstion and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject 
company. public appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Gitigroup Global Markets Inc " "Brian Chin " 

OTHER DISCLOSURES 
The subject company's share price set out on the front page of this Product is quoted as at 27 July 2009 04:00 PM on the issuer's primary market. 

Citigroop Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Edison International. (For an explanatioB of the determination of 
significant financial interest. please refer to the policy for managing conflicts of interest which can be found at www.citigroupgeo.com.) 

For securities recommended in the Product in whiCh the Firm is not a market maker. the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities Ihal may have been recommended in the 
Product. The Firm regularly trades in the securities of Ihe Issuer(s) discussed in the Product. The Firm may engage in securities transactions In a manner Inconsistent with 
the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended. offered, or sold by the Firm: (j) are not insured by the Federal Deposit Insurance CorporatiGn; (Ii) are nol deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the prinCipal amount invested. Although 
information has been obtained from and is based upon sources thaI the Firm believes to be reliable, we do not guarantee Its accuracy and it may be incomplete and 
condensed. Note. however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to. 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should be 
presumed that the author of the Product has had discussions with the subject company to ensure jactual accuracy prior to publicatloll. All opinions, prOjections and 
estimates constitute the judgment of the author as of Ihe date of the Product and these, plus any other information contained in the Product. are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice. NotWithstanding other departments within the Firm advising the 
companies discussed in this Product. informatioll obtained in such role is not used In the preparation of the Product. Although Citi Investment Research does not set a 
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predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Investment Research to provide research coverageof 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet penods and capacity constraints. The Product IS for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any deCISIOn to purchase securllles mentioned In the 
Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be regi.s~ered wi~h, nor be subject to the reporting 
requirements 01 the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign compames are generally not 
subiect to uniform audit and reporting standards, practices and reQuirements comparable to those in the U.S. Securities at some foreign compames may be le~s liQUid an~ 
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements n:ay have an adv,:rse effect on the value of a~ Investment In 

a foreign stock and its corresponding dividend payment for U.S. investors. Net diVidends to ADR Investors are esllmated, uSing Withholding tax rates convenltons, deemed 
accurate but investors are urged to consult their tax advisor for exact dividend computations. Investors who have receIVed the Product fram the Firm may be prohibited 10 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. 
Ciligroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 

Important Disclosures for Morlan Stanley Smith Barney LLC Customers; Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be available about the 
companies that are the subject of this Citi Investment Research & AnalysiS (CIRA) research report. As~ your Financial Advisor or use smithbarney.com to view any available 
Morgan Stanley research reports in addition to CIRA research reports. In addition to the disclosures on this research report and on the CIRA disclosure website 
(hltps:!lwww.citigroupgeo.com/geopubliclDisclosureslindex_a.htm/). important disclosures regarding the relationship between the companies that are the subject of this 
report and Morgan Stanley Smith Barney LLC, Morgan Stanley or any of its affiliates, are available at www.morganstantey.com/researchdisclosures. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. ThiS review and approval was conducted by the same person 
who reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Cltigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by. The Product is made 
available in Australia through Citigroup Global Markets Australia Ply Ltd. (ABN 64003 114832 and AFSL No. 240992), participant of the ASX Group and regulated by the 
Australian Securities & Investments CommiSSion. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is made available in Australia to Private Banking 
wholesale clients through Cltigroup Ply Limited (ABN 88004325080 and AFSL 238098), Citigroup Ply Limited provides all financial product advice to Australian Private 
Banking wholesale clients through bankers and relationship managers. If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, 
investors should contact the Citigroup Private Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and 
services ta clients. The Product is made available in Brazil by Citigroup Global Markets Brasil- CC1VM SA, which is regulated by CYM - Comissao de Yalores MobiliMos, 
BAC£N - Brazilian Central Bank, APIMEC • Associa~ao Associa~ao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBIO· Associa~~o Nacional 
dos Bancos de Inveslimento. Av. Paullsta, I I I 1·11' andar - C[P. 01311920 - sao Paulo - SP. If the Product is being made available in certain provinces of Canada by 
Citigroup Global Markets (Canada) Inc. ('CGM Canada'), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2Ml The Product is made available In France by Citigroup Global Markets limited, which is authorised and regulated by Financial Services Authority. )·5 Rue Paul 
Cezanne, 8eme, Paris, France. The Product may not be distributed to private clients in Germany. The Product is distributed in Germany by Citigroup Global Markets 
Deutschland AG & Co. KGaA, which is regulated by Bundesanstalt fuer Finanzdienstleistungs8ufsicht (BaFin). Frankfurt am Main, Reuterweg 16,60323 Frankfurt am 
Main. If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank 
Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Product is made 
available in Hong Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong The 
Citigroup Private Bank and Citibank N.A. is regulated by the Hong Kong Monetary Authority. The Product is made available in India by Citigroup Global Markets India 
Private Limited, which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia. 5/F, Citibank Tomr, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any copy hereof may 
be distributed in IndonesIa or to any Indonesian citizens wherever they are domiciled or to tndonesian residents except In compliance with applicable capital market laws 
and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered with the Capital Market and 
Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the 
Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market 
laws and regulations. The Product is made available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Foro 
Buonaparte 16, Milan, 20121, Italy. If the Product was prepared by Citi Investment Research and distributed in Japan by Nikko Citigroup Limited ('NCL"), it is being so 
distributed under license. If the Product was prepared by NCL and distributed by Nikko Cordial Securities Inc. or Clligroup Global Markets Inc. it is being so distributed 
under license. NeL is regulated by financial Services Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock 
Exchange and Osaka Securities Exchange. Shin-Marunouchi Building, 1-5-\ Marunauchi, Chiyoda-ku, Tokyo 100-6520 Japan. In the event that an error is found in an NCL 
fesearch report, a revised version will be posted on Citi Investment Research'S Global Equities Online (GEO) website. If you have Questions regarding G£O, please call (81 
3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is regulated by Financial Supervisory Commission 
and the finanCial Supervisory Service. Hungkuk life Insurance Building, 226 Shinmunno I-GA, Jongno-Gu, Seoul, 110-061. The Product is made available in MalaySia by 
Cltigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission. Menara Cilibank, 165 Jalan Ampang, Kuala lumpur, 50450. The 
Product is made available in Mexico by Acciones y Valores Banamex, SA De C. Y., Casa de Bolsa, Integrante del Grupo Financiero Banamex ('Accival') which is a wholly 
owned subsidiary of Citigroup Inc. and is regulated byComision Naeional Bancaria y de YaWres. Reforma 398, Col. Juarez, 06600 Me~ico, OJ. In New Zealand the Product 
is made available through Citigroup Global Markets New Zealand Ltd. (Company Number 604457). a Participant of the New Zealand Exchange Limited and regulated by the 
New Zealand Securities Commission. level 19, Mobile on the Park, ]57 Lambton Quay, Wellington. The Product is made available in Pakistan by Citibank NA Pakistan 
branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWf Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-
74200. The Product is made available in Poland by Oom Maklerski Banku Handlowego SA an Indirect subsidIary of Citigroup Inc., which is regulated by Komisja Nadzoru 
Finansowega. Dam Maklerski Banku Handlowego SA ul. Chalubinskiego 8, 00-630 Warszawa. The Product is made available in the Russian Federation through lAO 
Citibank, which is licensed ta carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank 01 the 
Russian Federation and brokerage acllvities In accordance with the license issued by the Federal Service for financial Markets. Neither the Product nor any information 
contained in the Product shall be cansidered as advertising the securities mentioned in this report within the territory of the Russian Federatian or outside the Russian 
rederation. The Product does nol constitute an appraisal within the meaning of the federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On 
Appraisal Activities in the Russian federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets 
Singapore Pte. Ltd., a Capital Markets Services Licence holder, and regulated by Monetary Authority af Singapore. I Temasek Avenue, #39-02 Millenia Tower, Singapore 
039192. The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in Singapore that is 
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regulated by Monetary Authority of Singapore. Citigroup Global Markets (Ply) ltd. is incorporated in the Republic of South Africa. (company registration number 
2000/025866107) and its legistered office is at 145 Wesl Street, Sandlan, 2196, Saxonwold. Ciligroup Global Markets (Ply) ltd. IS regul~Ied by JSE Secunlles Exchange 
South Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herelll are not available to pllvate customers 10 South 
Africa. The Product is made available in Spain by Citigroup Global Markets limited, which is authorised and regulated by Financial Services Authority. 29 Jose Ortega Y 
Gamf 4th Floor Madrid 28006, Spain. The Product is made available in Taiwan through Citigroup Global Markets Taiwan Securities Company ltd., which is regulated by 
Securities & Futu'res Bure'au. No portion of the report may be reproduced or Quoted in Taiwan by the press or any other person. NO.8 Manhattan Building, Hsin Vi Road , 
Section 5, Taipei 100, Taiwan. The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange 
Commission of Thailand. 181F, 2ZlF and 291F, 82 North Sathom Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through 
Citibank AS which is regulated by Capital Manets Board. Te~fen Tower, Eski Buyukdere Caddesi 1/ 209 Kat 28, 23294 Levent, Istanbul, Turkey. In the U.A.E, these 
malerials (the 'Materials' ) are communicated by Citigroup Global Marllets limited, Dlrc branch ('CGMl'), an entily registered in the Dubai Internatiollal fina/lCial Center 
('DlrC') and licensed and regulated by the Dubai Financial Services Authority ('UrSA' to ProfessiOllal Clients and Market Counterparties only and should not be relied upon 
or distributed to Retail Clients . A distribution of the different ClRA ratings distribution, in percentage terms for Investments in each sector covered is made available on 
reQues\' Financial products andlor services to which the Materials relale will only be made available to Professional Clients and Market Counterparties. The Product is 
made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. This material may relate to 
investments or services of a person outside of the UK or to other matters which are not regulated by the rSA and further details as to where this may be the case are 
available upon request in respect of this material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by 
Citigroup Global Markets Inc, which is regulated by NASD, NYSE and the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless 
specified to the contra 1)', within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services 
Authority. Many European regulators require Ihat a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Investment Research's Products can be found at www.citigroupgeo.com. Compensation of 
equity research analvsts is determined byequily research management and Citigroup's senior management and is not linked 10 specific transactions or 
recommendations. The Product may have been dislributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers. The Product is 
not to be construed as providing investment services in any iurisdiction where the provision of such services would not be permitted. Subjecl to the nature and contents of 
the PrOduct, the investments described therein are subject to fluctuations in price andlor value and inveslors may get back less than originally invested. Certain hieh
volatility investments can be subject to sudden and large lalls in value that could equal or exceed the amount invested. Certain investments contained in the Product may 
have tax implications for private customers whereby levels and basis of taxation may be subject to change. If in doubt, investors should seek advice from a tax 
adviser. The Product does IIOt purport to identify the nature of tile specific market or other risks associated with a particular transaction. Advice in the Product is general 
and should not be construed as personal advice given it has been prepared without taking account of the objectives, financial situation or needs of any particular investor. 
Accordingly, investors should, before acting OIl the advice, consider the appropriateness of the advice, having regard 10 their objectives, financial situation and needs. Prior 
to acquiring any financial product, it is the client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to 
whether to purchase the product. 

iO 2009 Citigroup Global Markets Inc. (0 Nikko Citigroup Limited, if this Product was prepared by il). Citi Investment Research is a division and service mark of Citigroup 
Global Markets Inc. and its affiliates and is used and registered throughout the world . Citi and Citi with Arc Design are trademarks and service marks of Cillgroup Inc and 
its affiliates and are used and registered throughout the world. Nikko is a registered trademark of Nikko Cordial Corporal ion. All rights reserved. Any unauthorized use, 
duplication, redistribution or disclosure is prohibited by law and will result in prosecution. Where included in this report, MSCI sourced information is the exclusive property 
of Morgan Stanley Capital International Inc. (MSCII. Without prior written permission of MSCI, this information and any other MSCI intel/ectual property may nol be 
reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an 'as Is' basis. The user assumes the entire 
risk of any use made of Ihls information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim 
all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the 
foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages 
of any kind. MSCI, Margan Stanley Capital International and the MSCI indexes are services mar\(s of MSCI and its affiliates. The information contained in the PrOduct is 
intended solely for the recipient and may not be further distributed by the recipient. The Firm accepts no liability whatsoever for the actions of third parties. The Product 
may provide the addresses of, or contain hyperlinks ta, websites. Except to the extent to which the Product refers to website material of the Firm, the Firm has not reviewed 
the linked site. Equally, except 10 Ihe extent to which Ihe Product refers to website material of the Firm, the Firm takes no responsibility for, and makes no representations 
or warranties whatsoever as to, the dala and information contained therein. Such address or hyperlink (including addresses or hyperlinks to website material of the firm) is 
provided solely for your convenien~e and information and Ihe content of the linked site does not in anyway form part of this document . Accessing such website or following 
such link through the Product or the website of the Firm shall be at your own risk and the rirm shall have II{) liability arising out of, or in connection with, any such 
referenced website. 

ADOITIQNALINFORMATION IS AVAIlABLE UPON REQUEST 
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To: 
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NEIL Member Representatives' 

Richard G. White 
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Distributions to Policyholders 
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From a financial stanc;lpoint,NEIL exp.~rienced a very difficult year during 2008: -P~rformance' '. 
was'driven by both negatiw investment portfolio returns and'unfavorable underwrititlg results. 
These factolS caused projected Sutplus, nfter distributions, to decrease to approximately $3 
billion at year-end. Therefore, the Board of Directors has declared a distribution of$175 million 
for 2008 to be paid on Monday. March 30, 2009, subject to no material changes in NElL's 
financial position prior to year-end_ 

Because ofthr;, investment market volatility, there is greater risk than usual that the distribution 
may be diminished and, therefore, the Board will confirm the final amount of the distnbution 
once the decision is finalized on December 31. Any distLibution will be paid to Members of 
record as of December 31, 2008. 

Consistent with past practice, distributions will be reduced for any premiums due April I in order 
to minimize tho level of investment liquidations necessary to fund Ihe payment. 

Finally. the Board wanted to explicitly communicate expectations for distributions over the next 
several years. As always, the Board will assess the appropriate level offuture distributions based 
on tbe strength of NEIL 's fmancial position. Ncar term distributions aro not expected to exceed 
the 2008 level and poor financial performance could result in no distribution beIng paid to 
Members. Our focus will be on replenishing the SUIplus to support our fundamental illsarance 
mission. 

If you have any questions, please feel free to contact me at 302-573-2237; 

We at NEIL offer Y01\ best wishes tor a happy holiday season and a prosperous New Yenl'. 

Richard G. White 
Senior Vice President and CFO 

c: Insul'lUlce Advisory Committee 
Board of Directors 

. NEIL Leadership Team 

L 
I 
1 
i 
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The Board of Directors met for its quarterly meeting on June 
II, 2009 lind received reports on recent activities and current 
projects. An update was provided on the Company's strategic 
risk assessment, a review of the "NEIL finoncial equation" as 
it relates to the Membership, an analysis of the Company's cur
rent and historic insurance loss raUos, an assessment of potential 
generic Implications to NEIL's insurance risk from the recent D. 
C. Cook turbine failure, and a review of NElL's Leadership De
velopment )'rogram. 

Other reports Included the internal audit process, a review of the 
reinsurers supporting the Company's nuclear reinsurance treaty, 
and un update on the Company's real estate investments. The 
Board approved a charter for the Board Executive Committee, 
which meets infrequently. 

The Board discussed the Company's financial status and the 
continuing investment uncertainty. It concluded that increas
ing surplus to reach the target surplus range was the Company's 
paramount financial objective and thus the prospects tor a dis
tribution ill 2009 depended quite substantially on 2009 financial 
performance:. Ab.sent a very slrong investment market for the 
balance of 2009, the Board's view is that a distribution for the 
year is unlikely. 

Annual General Meeting 

On June 12,2009 NEIL's Members convened (or the Company's 
Annual General Meeting in Bermuda. The AGM was well at
tended and productive. At the meeting, the Members 

- Approved and pccepted the Company's 2008 Audited Financial 
Statements; 

- Agreed thnt the maximum number of Directors will be 17; 
- Elected three new Directors, re-elected five Class II Directors 

and confirmed (he interim appointment of one Director; 
- Approved the proposed compensation for the Directors; 
- Delt:gated to the Board the Members' authority to declare a 

Distribution at the end of2009; 
- ApPOinted Deloitte & Touche as the Company's Auditor for 

2009; and 
- Approved proposed changes to NEIL's Bye-Laws. 

The Guest Speaker at the AGM was .Iosh Marlin, who retired 
from NEIL's Board as of the June Meeting. He shared great 
insights from his nine-year Board tenure. The Members also re
ceived pres«:ntations from Marv Fertel, CEO ofNEI, and Jim EI· 
lis, CEO of INFO. Each gentleman gave an overview of current 
activities atlheir respecllve entity and discussed the major topics 
of interest to the nuclear industry. 

(conlil\~cd on nexl PIliC) 
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I recently had an 
lion given by John Beckett, a 
several very successful business 
in challenging times and focused on four 
can make such leadership effective. The precepts 
Becket! are poignant to NEIL, alld I provide my thoughts 
NEIL is doing with respect to them. 

The first suggestion from Mr. Beckett is to lead with perspective. 
Over the last) 8 months it would have been easy for NEIL to waiv
er froln its long-term view by the extreme invl!Sunent and claims 
volatility that we have eKperienced. We did not We continued 
to look long-term, but took some focused and mCllsured short
term actions to address signiflcanl issues without compromising 
that perspective. During this time, it is important for everyone to 
recognize that volatility is part of our business and that we need 
to maintain perspective beyond one-year periods to apPI'Opriatcly 
evaluate trends and plans. 

The second precept is persevel-nnce. We have used this tenn be
fore when discussing NEIL. and I believe it remains a strollg char
acter trait for the Company. The work over the last year by NEIL's 
Leadership Team, statf, lind tile Member Advisory Committec.~ 
shows that we have kept OUI· collective focus 011 what is important 
for thc Company's ongOing effectiveness. This trait is aloo visible 
in the theme for the 2008 Annulil Report - The Strength to Endure. 
Despite the turbulence of the lllst yeaT, NEIL remains a strong com
pany that con endure substantial challcnge.~, 

The third measurement is whether we are acting with a purpose. 
. On this, I refcr everyone to the multi-year Strategic Plan recently 
! distributed to our Members. Our Vision, Mission, and Strategic 

Goals rellectil clear understanding oftne Company's purpose. 

I The fburth question is whether we are being Ilrudent. Perhaps the 
most notable lesson from the turbulence over the last 18 months 
is that Company management needs to understand, frOin 8n inte
grated standpoint, the risks the Company faces and to recognize 
the villue of acting prudcntly. Thi" lesson reinforced B directioll 
we were already headed within the Strategic Planning proces..~, ~nd 
the development of a new component of our Strategic Plall - on 
explicit risk philosophy. This new Bspect of ollr Stratcgic Plan will 
help us to better appreciate Blld manage the risks facing NEIL und 
recogni:ce the prudent choice to navigate through those risks. The 
Company's commitment to prudence is reflected both in the ncw 
statement of Risk Philosophy and in the approach to the currcnt 
investment uncertainties with thc resulting caution In the prospects 
of a 2009 distribution. 

As we move fOr.\·lIrd in implementing the ntw Strategic Plan, the 
lessons leamcd during these recent challenging times will only 

help us. :J)({CWD ~, Ry---
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(contillued frnm prevIous pnge) 

The Members also received reports on vari
OU$ NEIL business matters, including a de
tailed presentation on the Company's new 
Strategic Pian. 

The revisions made to NElL's Bye-Laws 
are intended to bl;ng them more in line 
with current regulations and best practices 
within Bennuda. These revisions do not 
change any benefits to, or obligations of, 
the Members, but some will streamline 
governance issues for the Board. 

Board Elections 

At the Annual General Meeting, the Mem
bers elected the following nominees to the 
Board of Directors: 

W. Paul Bowers 
Executive Vice President & CFO 
Southern Company 

Donald E. Brandt 
Chairman, President & CEO 
Pinnacle West Capitul Corporation 

Theodore H. Bunting, Jr. 
gVp & Chief Accounting Officer 
Entcrgy Corporation 

Francisco MQrtfnez-Corcoies 
Director General 
Iberdrola Generaci6n S.A. 

James H. Miller 
Chairman, President & CEO 
PPL Corporation 

Robert P. Restrepo, Jr. 
Chairman, President & CEO 
State Auto Financial Corporation 

Willil1Jfl B. TImmerman 
Chairman, President & CEO 
SCANA Corporation 

Larry L. Weyers 
Chairman, President & CEO 
Integrys Energy Group, Inc. 

Ruth M. Whaley 
Managing Director & CRO (Retired) 
MBIA, Inc. 

Messrs. Bowers, Brandt and Restrepo were 
elected to their first term as Directors. Mr. 
Miller was appointed to the Board in Dc
ccmbcl' 2008 to fill a vacancy, and the other 
nominees were up for re-election as Class 
II Directors. Gllic Klappa wiJl continue as 
Chairman and David Christian of Domin' 
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iOIl Nuclear was appointed Vice Chairman. 
The full Board roster is located on the last 
page of this newsletter. 

We C<lngratulatc everyone on the election 
and appointments. 

NEIL's Directors, Leadership Team and 
staff thank Josh Martin and Tom O'Flynn 
for their service to the Company. Mr. Mar
tin reached his ninth consccutive-year limit 
for serving on the Board, as he has been on 
the Board since June 2000. Mr. O'Flynn 
recently retired from the NEIL Board as 
EI result of his retirement from PSEG. We 
wish them both well for the future. 

Strategic Plan 

Through 2008 and 2009, NEIL's Leader
ship initiated an in-depth strategic planning 
process that focused on updating and refin
ing the Company's strategic direction. The 
effort involved a wide range of participants 
including a Board Strategic Planning Com
mittee (SPC), the Board of Directors as a 
whole, associates from Oliver Wyman and 
NEIL Leadership and staff. 

The stratl:gic framework, depicted above as 
an atom structure, is desi gncd to illustrate 
Ihnt no one part is greater than the others 
in defining the Company's overall strategic 
direction, and that their inter-relationship is 
crucial. 

The primary objectives of the planning pro
cess were to: 

- Review and update the Vision, Mission, 
and Strategic Goals; 

- Develop and institute a Risk Philosophy 
statement lind supp0l1ing metrics; 

- Incorporate input from the current 
business environment; 

Conduct lang.-runge financial modeling 
and scenario analysis; and 

- Identify ~nd prioritize business opportu
nities. 

The identification of these objectives was 
accomplished through II selies of discus
sions surrounding financial feasibility, strn-

, tegic importance, core competency, and 
communication. 

: During this planning process, the concept 
of a formalized Risk Philosophy was in

c troduced. Risks are present in everything 
; we do, and the importance of understand
; ing and managing those risks is critical to 
: business success. For this reason a fOlTllal 

statement of tolerances toward decision 
. making SlId risk taking was developed. It 
: not only includes financial metrics impor

tant to support business planning, but abo 
relevant non-financial metrics. Fonnalized 
IIpproaches to managing risk IIrc becoming 

I increasingly standard practice in the corn
: mercial insurance sector, and to some ex
. tent, in the North American and European 

energy sectors as well. 

A more detailed summary of the elements 
i of this framework was prepared liS part of 
i the communication process and has been 

distributed to the Members and appropriate 
industry groups. The new strategic plan is 
also available on NEIL's website. 

Insurance/lAC News 

Since the last report to the Bo~rd in March, 
the Insul1lnce Advisory Committee held 
its Spring meetings on April I and 2. The 
Executive Committee is next scheduled to 

· meet on June 23 and the full lAC on Oc
: tober 8. 

; The PolIcy Coverage Task Force contin
ues to assess the exposure Members may 

: have to outages due to Accidental Properly 
Damage to uninsured or non-owned prop
cIty. During a March meeting, the Task 

: Force concluded that any potential exten
sion of coverage should be limited to out

, ages related to a Joss of plant cooling wllter. 
Additional Itnalysis is required to evaluate 

· whether such coverage should be olTered 
nnd (0 ossess appropriate premiums and 
terms. 

The Underwriting and Premium Structure 
Task Force hilS reccived an update from 
ABS Consulting on the sites that had been 

" visited in conjunction with the earthquake 
· and flood analysis. (continued on next JlII1:e) 
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(conlin~ed from prcl'iPlIS p1Ise) • lmplem~nt a Clip Oil the paymcllts for 
Revised expected-loss forecasts were re- runctionsl Total Loss (FTL). The changes 
viewed, and the Task Force reviewed And include a provision in the Conditions Sec
affirmed its prior conclusions related to lion of the NEIL II policies that impose an 
premium adequacy in the Accidental Out- annual maximum limit on claims payments 
age (NEIL I). Excess (NEIl. II), and Prima- . tor the first several years [ol/owing u full
ry Program for perils other than earthquake . limit loss. FTL payments would be capped 
and flood. : 01 $350 million per year for the Ilrst fivc 

ing recommendations by the Members and 
the NSO staff, the Subcommittee also re
viewed and approved ehonges to Lhe Prop
cIty Loss Control Standards in the arcas of 
'fire sy stem i mpairtnents, fire system v!\lve 
maintenance, lind the Construction Period 
Loss Control Standards. 

The Task Force also reviewed expected loss 
forecasts and historical loss ratios as t.I1ey 
relate to NEIL's budgeting and planning 
processes. The Task Force will meet again 
with ABS Consulcing to review earthquake 
and flood modeling results, and expects to 
present a recommendation to lite full lAC 
at the October meeting. 

years after the loss. Subsequent payments As part of the Loss Control Standards 
would not be subject to a cap and would be Review Pilot Program, the Property Loss 
made in accordance with the policy terms . Control Representatives reviewed the 
and conditions. lbe cap would not apply to . Standards sectioll,9 pertaining to water sup
decontamination lind stabilization costs. . plies. The review resulted in a complete 

The Credit and Penally Review Task Force 
is currently reviewing the existing "should" 
penalty/credit structure in the Primary Prop
erty and the Accidental Outage programs. 
The Thsk Force is working toward the de
velopment of a risk assessment process for 
"should" recommendations similar to that 
which was done lor the SHALLs. A draft 
framework for a risk evaluation matrix that 
could be tlsed for the "should" program is 
expected to be completed around mid-year. 

• Clarify policy language as it relates to 
coverage for Land in the Primary policy 
to cover only decontamination, except for 
intake and discharge canals that are within 
the description of the property covered un
der Item 7 or the Deciliration of the policy. 

Loss ControllEAC News 

The Engineering Advisory Committee 
(RAC) has not met since MIlt'ch. The Ex
ecutive Committee ofthe EAC met on June 
23 and included a joint session with the Ex
ecutive Committee of the Insurance Advi· 
sory Committee. The Executive Commit· 

The Builders' Risk Task Force recently tee is also scheduled to meet on August II 
completed /lnal revisions of ad raft builders' , and the full EAe on August 12. 
risk policy form. An earlier draft had been . . 
used in discussions between NEIl. staff Bnd . TI:e BOIler ~ Maehlnc~ ~B&1v!) Subcom
potential participants from the commercial ; mlttcc continues to partl~lpate In .the L?SS 
market that have expressed an interest in ! Control Standru;ds Technical ReVIew Pilot 
reinsuring the program. The Task Force' Progr~. NSO s B&M L~ss ~onlrol Rep
presented an overview of the draft policy i resentatlv~s have. been ~evlewm8 the S~
telms and conditions and proposed pro- ; dards section on rl'ans~ormers for pOSSible 
gram structure to Ute [uJ/IAC in April. The! changes thllt would altgn the B&M L?ss 
lAC endorsed the pt'Oposed structure, and ; ConU:01 Standards with current operat1l1g 
the draft policy form has been submitted to i practices and t",:hnology .. At a December 
the Policy Forms Task Forcc for review. I 2008 Subcommittee meeung, NSO staff 

members presented 1) proposed chWlges to 
The lAC Governance Tusk Force com- the B&M Loss Control Standards, with half 
pleted its review ofthe lAC Byc-l.aws and being reviewed ill December and the rest 
presented recommended changes 10 the being I'evicwed during a May SUbcommit
lAC at the April meeting, where they were i tee meeting. The proposed changes will be 

: presented to the full EAC for review once approved. 
: all ofthe proposals olive been approved by 

The Policy Fonus Task Force continues to i the Subc~m~iltc:e. The Subco~mitt~ is 
coordinate reviews of proposed polley lan- ' also contlllumg Its comprehenSIVe .revlew 
guage changes and recently completed its ; of the. various B&M related credits ~nd 
review of modifications required to imp/c- : penaltIes .that are us~d III the plant rlltmg 
menl a FUllctional Total Loss payment cap ! and premIUm calculatIOns. 
and clari/lcaC/on on coverage for L.1nd. The 
Task Force is currenlly reviewing the draft 
builders' risk policy form. 

At the April meeting, the lAC endorsed the 
following proposed changes for consider
ation by the Board, which were approved: 

The Property/Fire Protection Subcom-
: mHlec reviewed two proposed changes 10 

the Propcrty Loss Control Standards rec
ommended by the Natural Hazards Task 
Force, refelTing one back to the Task Force 
for further review Dnd the other to the EAC 
Executive Committee for action. Follow-

rewrite and reorganization of the five sec
tions involved, During the December 200& 
and May 2009 Subcommittee mcetlng." t.I1e 
members completed the review and appl'Ov-

· 91 of the proposed changes. All proposed 
changes will be presented to the full EAC 
for review during the August meeting. 

· Loss Control staff are continuing to move 
ahead on II project to conduct 8 top down 
review of the Loss Control Standards. A 
pilot program was conducted for selected 
Standards to verify the methodology de· 
veloped for the review pl'Ogram. Since 
the pilol pl'ogl'Bm hlls been completed, 
NSO is taking time to review the amount 
of manpower it took to complete the pilot 

· program, establish project milestones, and 
a final completion dille for full I·eview. The 
EAC established an advisory task force to 
support thi$ project. 

NElL's annual Plant Contact Worbhop 
will be held on August 26 and 27 in Atlan
Co, GA. This year's workshop is intended 
lor plant staff personnel who are primary 
points of contact with NElL's Property 
Loss Control Representatives during in
plllnt evaluations. 

Legal/LAC News 

. The Legal Advisory Committee (LAC) 
most recently met on May 13 via WebEx 
and conference call. The Committee re
ceived an update on recent NEIL activities, 
discusscd the Committee's Bye-Laws, lind 
discussed the preliminary plans for thc next 
Legal Counsel Confercnce. Regarding the 
LAC Bye-Laws, the Committee agreed to 
make technical changes to clarity term lim
itations for Committee members and clarify 
the language addressing member lenns Ilnd 
election of the Chair and Vice Chair. The 
Committee 11150 discusscd the structure of 
the Committee to ensure that NEIL's Mem
bership is broadly rcpresenred within the 
Committee. (continued on ne.xt page) 
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(conlinued from ~rel'i"u! p.lie) The program is targeted for I·isl. 111 an age· 
Members of the Commillee continue to ment professional staff and promises to be 
porticipate in the lAC's Builders' Risk Task ~n intensive Bnd highly interactive program, 
Force, which has been revi~wing the issue robust with relevant topics and interesting 
of how Ihe Company can best participate speakers. NEIL encourages its Members 
in the insurance needs for tbose Members to consider sending someone from their 
looking to build new nuclear plants. Also, • stotT. Registration is capped at 30 so please 
the Company is currently fanning II joint . make IlTTIIlIgements as soon as possible if 
IACfLAC Task Porce to review the Dis- : you would like to have someone from your 
pute Resolution Provisions that appear in . company attend. Additional detail includ· 
the Company's Jluclear insurance polici~ ing logistics and cost will be posted on the 
and Bye·Laws. The Task Force will be : Ene1iY School website as it becomes avail· 
reviewing these Pmvisions, in part, from able. 
a lessons· learned perspective based on the : 
recent claims that were in dispute. Staff News 

A date for the next Committee meeting has NSO recently hired three new Loss Control 
no! be.en scheduled, but is likely to take Representatives: Marcelo ClltugllS, Chuck ' 
place I~ the fourth quane: of 2009. The , Bruce, and Shannon Burke. 
focus WIll be on the upcoming Leglll Coun- ~ 

sci Conference to be held in conjunction i Marcelo and Shannon have been brought in 
with the lAC meeting the wcek of April 12, . as Boiler &. Machinery LCRs and Chuck as 
2010, in Miami, FL. : a Property/Fire LCR. 

International News I Marcelo has a Bacbelor of Science Degree 
: in Chemical Engineering and comes to , 

for the past severalmontbs we have been: NSO from a small stationary power plant 
dealing with increased international inler· i where he was Chief Engineer. 
cst in the mutual. This degree of activity, ; 
which is beyond the nonnallevel ofintcrc:st : Shannon has a Bachelor of Science Degree 
seen, may be related to the volatility being : in Mechanical Engineering and comes to 
experienced in the financial markets. : NSO from Florida Power &. Light Com-

. pany where she worked in their Corporate 
Enquiries for our suppol1 of intemetional ; Licensing Group. 
pools has continued, as well as specific : 
requests from a number of intemlitionaJ : Chuck previously worked at Exelon's Lim· 
utilities. Our immediate focus going for· : erick Station, where he was the Systems 
ward will be to see bow wc can effectively : and Programs Fire Protection Engineer. 
engage with EDF. Beyond that, we have 
confirmed a Willingness to engage in dis-
cussions on a non-Member basis with the 
Canadians. At this point in time, we do not 
see any value to the Membership In pursu· . 
ins any significant devclopmenl~ beyone! j 
these two opportunities. Upcoming Meetings 
The Energy School 

NEIL, OIL and ElM are again sponsoring the i 
2009 Energy School pmgram, which will be ; 
held at St. Joseph's University in Phillldel· ' 
phia, Pennsylvania on October 25-30. Reg- i 
istration for the Members of NEIL, ElM lind 
OIL will ofliciaHy open on August] . 

O/llcial registration is scheduled to begin 
somt:lime in early August ane! will bo aVDiI
able through the St. Joe's Haub School of 
Business website which may be accessed 
by clicking on the following link : 

http://www.sju.edu/encrgyschool 

EACMtgs 
August 11-12,2009 

St. Paul, MN 

Property Plant Workshop 
August 26-27, 2009. . 

At1Ollta, GA . 

NEIL Bonnl & Commltlee Mtgs 
Septem ber 10-J1 
Williamsburg, VA 

Leadership Team 
David B. Ripsom 
President lit. CEO 
302888-30091 dripsom@nmlneil.com 

Richard G. White 
Sr. Vice President &:. eFO 
302 S73-2237 1 n .... hite@nmlneil.com 

Rober. N. MacGovero. Jr. 
Vice President & elo 
302573·22631 nnacgovem@nmlneil.com 

Kenneth C. Mannt 
Vice President & Genml Counsel 

302.573·2262/1aIlllnne@nrnlneil.com 

Hllrry J. PblJllpJ 
Vice P=ldcnl • Loss Control 
302573·226.5 1 hphillips@nmlneil.~om 

Thomas G, Tannloo 
Vice President· lntemational 
0113S3-1·637·.HSI/llannioll@nmlneiJ.com 

Gregory G. Willu 
Vice President - IfISW1IIlce 
302 .573·22731 gwilks@Jvnllleil.~ol1l 

NEIL Ma!IJur Address; 
1201 Market Street, Suite 1100 

Wilmington, DE 19801 
U.S.A. 
302 888-3000 
877NMLNEIL(toll fi'ee) 

877 NEIL91 J (eme.-sency) 

Fucsimifes

Admu)istralion I !..ego] 

Finance 
Insuttl/lQe 

Loss COtltrol 

302 888-3007 
302 S73·2213 

302888·3008 
302 888·3095 

E·Mail: First initilll + Lasl Name@l)lmlncil. 
com 
Illteme!: hllp:lI ... ww.runlneil.com 

ONEIL Mftj!jpe' Addrcssj 
Embassy House 
Balhbridge 
Dublin 4 Ircllll1d 
Managing Director - Thomas G. Tallniol1 
Telephone 011 353-1-637-5351 
Fax 011353-1-637-5359 
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Financials & Investments 

The total fund return for the quarter ending 03/] 1/09 was -6.1 %. It i3 
somewhat unusual to provide investment performance updates based 
on partial quarter experience, but the remnrknble market recovery thllt 
begun in March and hIlS persisted through the middle of June merits 
special consideration. With two weeks remaining in the second quarler, 
NEIL's portfolio has fully recovered its losses from the first quarter, and 
we estimate a return for tne year to date of about 1.5%. 

Assets 

Liabilltks 

Policyholders ' Surplus 

Underwrlling (Income) 

Nel lnve"'menl (Income) 
Economic growth as measured by GOP is down sharply from the fourth Nel (Income) 
quarter of2008, but there is some evidence that the decline is dccderat-
ing, lind that the economy is beginning to stabilize. Strengthening of Comjl/chcniivc (Loss) 
the fragile banking sector is particularly noteworthy, although it will be 

S 

$ 

S 

s 
S 

s 

M~r 31. 2{)(J9 Dec 31, 20(18 

3,930,202 S 3,974.418 

966,(>.19 $ 900,215 

2,963,553 S 3.074,203 

l'hroe Months Ended Mor 31, 

2009 

22,448 $ 

9,333 $ 

20,658 $ 

(110,650) S 

2008 

23,810 

88,648 

76.471 

(166,464) 

a long time before easy access to credit on favorable tenns returns to many of those who ore most in need. Consensus beliefthllt the 
economy is poised to recover has supported a strong equity market rally worldwide, and II significant narrowing of spreads in most credit 
markets. Perversely this improved economic outlook has conb'ibuted to a steepening of the yield curve. Since the end of December, 
long Treasury bond rates have risen by nearly 2%. Ratc:.s for intermediate maturities have risen by significant, but lesser amounts. Higher 
interest rates work against Guvernment efforts to stimulate the economy. 

Claims 

Outstanding Re~ervcs As of May I, 2009 the Company had 12 nuclear claims and J27 non
nuclear claims open. 

LossfLAE Paym"nts 

Total nuclear claims reserves ut May I were $325.5 million, with in- Losses IncurrW 
demnity and LAE payments total ing $87.5 million since Jllnuary. Since 

$ 

$ 

$ 

Quarter Ended 

Mad!,2009 

509,149,000 $ 

83,256,000 S 

27,954,000 S 

Year Ended 

Dec 3J, 200S 

564,421,000 

166,469,000 

457,902,000 

Janu6ry I, I claim was opened and 5 closed, leaving 12 open as of May 1,2009. The single new nuclear claim involves Entergy's Riller 
Bend Station suffering damages from Hurricane Gustav on September 1,2008. An investigation is underway. 

For Member non-nuclear and non-Member claims, reserves at May I were $169 million, and indemnity and LAE payments totaled S I 0 
million since Junuary. Also, sillce January 1,14 claims were opened and 10 claims were closed, leaving 127 open 8S of May 1,2009. 
Ameren's Taurn Sauk dam failure claim continucs to bc an active claim file, both on the liability and property sides_ 

Overell, adjustment ofthc D. C. Cook claim continues to be the highest priority for the Claims Department. Repairs to lix the damages 
to the low pressure turbine exhaust hoods are currently 011 the critical path and difficulties associated with thcse repairs have caused the 
restart schedule to be extended from September unti! as early as October 2009 at reduced power. 
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~UI('m('nLf wt!ltc of tI" rm.af rnK.ra.~t. An JUd'1{ i..dodes cotKidurPon ot;"leJt.dl CDfttJ'Ot Dftr flN~ ~il'lJ 

U:I ha.lillor daiV'inf; assdit prCM:niUf"CI that arc 'pp:rbpNu in tk c::i1T'll~ Nt nO( 'iw the SlUJposoes of ortpJ~ 

l.t} optl'ljnt'l on the drc-c:tivtnW of tht u,rn:=ny' i1'IttrtI:LI CbhrrgJ D'I'ef &:tanrilJ ~ A(:c:on:f,npy.. '+W ~dJ no 

I.uch op'r'lkrn. M IUd" ak::! iDC ~udn 4:lminill!j:. on 1 fCit b=ls. rridcnc;c NppOf"tiI'lC dtc unuJl'\U and di.sc::Ju.a:ltt":l m nlC 

r.JlaH..:;:oI,n,crnc:"u.. .. krone rho: ~OUht\~ prim;.ip1.:t. ,rk"d lI1W.lI"l'oifiam cal'irnuQ ~ b ... m~mc~mcnt,. OlD -.:elIas 

cw .. ittJ.ring d1("OYt'f'JoJl hft.a.n ... "i:!J ~r ~m;on, Wc ~ tiqr OUt aatfo prD'"'ltk" ~hasi, ~our OJ*"ion. 

1n IJ llr O~Jl.1un . snd-. ('OruoIiJ.uai firunciai I'tK(fT'IrlIl! prqrr1[ faj~ i n all m.te"ial rClp\-"'CU. me. fin.utO~j position 

., f tJucbc ~ law.ntl.ce limited 21'\d Sllb3ldmiQ at or~tt :\1. lOn. ~ '20l17. ~ W ,eaUIa of rhcit 

(JPt'~ir.onJ amoi t1.ar Qch An .. '1: fru dLC )Urt tl.cn ended in CDDfe~ widl aaovJ'u,;i"C PJinOf*s ltfJeullr ~ 

'171 [he UUloi S,.la or A1'l'\l:/'to. 

PhibJdrhQ. "I:"nf\J1'nnia 
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~UClE..f..R tLECTRlC INSU~Ar","cE UMCTEtI A.ND SU!3SjOIARJ!S 
cc~r'JSCLJOATE(l BALAt.fCl SHE:fTS 

"SStTS 

IMmmltaU; 

fiurd.ma.ruriti~ I[ fair nJuc 
~ ~i"tiu...'thjTnI"'f! 
Shon (tim tnW'.1rrMMS 

Alo:tlULi'IIC.JotremRc:2W. :u &rr 'I'21uc 

C>slo 
Aa:n.ted Utw.:st I~ 
Amon_" d.x r .. m pafi<rho ....... 
Income a:cts ~It 

Dt'ftmd WIMGt tuu:s" ftc:I 

~\~_,;d__ . ....!.me. .-. 

ANI) POLICYHOLDI<AS' 

1..i2bI1i1¢ 

l,.o"p.;d Io_.,.d ..... ..rJ".m .... ""~ 
t.~pmn;..ms 

DC'~ lrtICOmc ~,. 

O;",;tn"io. PO~"ID ~q.hold ... 

_ .. ~~~~~~~~-.~~-~y.'~---
Totl.Illio1'b.iJiri~ 

eon-.. irmmuandContlnsmclcs (Notn ~ Ind I I) 

I'oliqholdm'sarphw. 
JItsMooIiIIId 
~ .... tcd ....... mmp<chcNi,,< ami"" 

2007 

SI,6d,2:'1 
2.640.031 

197,199 
4Gl.,lG 

4,1I'J(J,0Z] 

1II.6" 
16.054 
7,9W:! 

"I'JCLEAR ELE(rRIC INi.UR.o.tlCE ~11I1\f.l) AlID ~UII$\D\AHIB 
CONSOU[lA,EO STATrMEHT5 or OP(RATlC~S AND COMPIlEHWSIV( (LOSS) E-.r,'H!oI(;S 

Na_:c:.-I -- --'---'" .. _- , -.--.. _-----------_ .. ----
lossnactd laa~CI\t~ 
Mmininn6n: ~ 
c:omm;..;"", 

(lAs) Eataiap &..om ~ 0p.nD0n. 
~tiftcamc 

~in(1osr;)""",",,"'''''''''''''_ 
Ralid {lowest pdl$. iAdudin: im,.."'IinncAtI. nd 
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N"CLEAr. Cl.EGTRIt:INSliRAt«:( LIMITED ,..;0 StJSSIO,",RIES 
C:J"SOUO~T(O STArElo!t~Ts OF CASH naws 

Na~~,~~~,lt: ______________________________ . __ 

CA.SH 

~u to ~ net (J"t4 ~il:lp to nC'I'~uttd. l r1 
optn.."iJlallaitilicJ: 

1n.1ionI'-'<pioul . .......... ......--. ... "'" 
Amnnl~'1Cacdon of pttftl4umt and ~ 0111 i..-QtJIlICftD 

l!.q.hl' in I<:Imlopl ...... of Ilt'rmriftl .............. 
'-""",,,in _and \i>biliriGwNch C.....tl ,..,.ick.!""" 

1.o:I....s ......... ....w.hIe 
A_a eWe _ poIicykIdrB 

I'rop>id"-"'" olla_ 
Uopoidiooo<l .... Io. .. ~I_ 
U_~ 

rn.;gmc a.soI taccinb\c 
""""'nu_Weand_eop-. 

Jr.tNaK (dratalC') jn Ikfmtd ~ aus.. Oft' 

DinnwtiDa ,.p.,]i, .... ""'_dooIbrod 

rrac:.::.eM I?om IIlc:sIdiuritluJloftS of in¥ttC'mC"U! 

Filed m:uurll~ 
i\~itt~Dcs 
A1lftM~in~u 

Shan term imatmcntS 
~b.Uuirid cA u,ftiIUhnl~ 1WDtQri,i.cr 

f'urclautt.ol ·~tt: 

Filed INruriUa 
rq,...., ...... ;,;" 
.'Jlrm:utft in~tJ 
Shot, 

(162."'1) 
1.317 

(11.1281 

~91 
1.79) 

mum 
14.l26 
(l.4~ 

$ '.761.12S 
1.0i4.S95 

SoI.74' 
I.1n.lf:! 

2m.8'l6 

fJUCLE ... R £LrroRlc IHSlIRAt/Cr lIlllITD ~NO 511aSIDIIJII£5 
CO"'SOLl~"'i(O ST"T(ME"TS or CHI..I'GES IN POUCYI10l0CRS' Sl'R?I.,I! 

~ ~~~rN~. ~O=£U~D=E=~~~ER~~~I~.l~~~'~AN~O~~~ ____________________ ~~~~~. ~v..~ 

.... ~ou.n 

~I""~-"'p 
u-.Jiud 

"-'r GaiN 
c.-.-, .. d a-s< lIo<nc 

Toto! SuzIuo T""""""" ~ '-I 

.~.~~I • .1OO~_. _ _ __ _ .. ~,~:m __ S~I_IO.rl9 S J~.J:!'1 

eo. ...... ..; .. Eam~ 
N« "",,"If 130.113 llO.218 

0rI." ",~ .. (Ioa)..,.inp. 
__~~_....,j tl"Ol~l 

~ ... w.."'F 77.1" IlG.l18 ) .110 C~.~.:;.\j ___ _ 

II&Iua. O""",*, 31. ZW1 1611.001 
·v--. .......... :- ~:~ ... ., ' 0- J - .~ -~,., '. 

:;}~-:~-... ~ ~. ' >', 

~ :~_~. ,. -.c-.:- ,.'. _-,' ... . . ,_ . -- _ " _ _ .. ~ 
~7~~- -.;:--.. <; .', -.:~" . " " '. - '. 
' ....... ":. _~..i~ .:~l..-. ....... ':. "_'..u.:". :7";." _____ -• .: -'- _~ _ . _ .;!w.L •• '... .•• \c.-:::'i:~_ 
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U!,j' rs. 'j 0 CQNSOLIOA.TE.O rn"lv~OM. 5Tt.T~E.NiS 
\'~;\RS t!-<i(!EV tfECEMElER 31, M07 AH[) 2006 

I. NATURE OF aUSIHESS 

NucI=Elccui< 1 ........... Umi«<i t"" "Compony1 is ina>""",,«<i .ode,"""" cf~ ha;t> pJ.crof 

~;., 0<'"" .... ""';,. ,~.o _ ...... "'" Be<mudo 1--"","" ci lm..,J "'" c.p;..1......-. 

Cc,mp~n~ Acl !tfOt:b.w:ue. 

The(:ltmpmyirua:rC5nllde:lrpbmsandrhcft'~ri",umu.~l,,~,uili:tialfhc:"McmheBj. 

~rilr ,~ the UrUmJ SClIC&. fQr. ~) me rzms ~cd with o=roin hna-term ;,,*,,"'prioD1 of dedric ~ 

UI...kt tJw. prinbly Md. ao:~ Q'O. prafp"I15 d.1D anidulw ~ ~ D;) ~ Ota: l) dtcocnamj.. 

Moon ~ inwm.-iI .1~iI PICJ..,., fn:wn~ nudtat lDl~and J) ochc!t r. """f'(IC( ~"Slic:aS 
!m~ ':'1I.1('h. D~ indudiF'!: «rli6,n rmmm~ dttrImrnl.ldoainlCDftlunder ehe prilNfY and onuprov4lll'?t. 

11r. COI\lI"nr ~ pn~iJI:'C CM"~ib Mft.lIldcu ~ tc.I csining l.4~ ibK I."CI~ is fI"D'oi«d an. 

qtl~ sh;!"- barK. in e;oofurmiry with the O)nwnru.n.l ftt~l)' rrov.unL !OI~nc th.e ~ JIftd Q)ftdi~1 

lmJ!!f' .... IJcten h,- me M-=m~·, bel under.-rtret. This bulIioca is wrinrn dirccdy arw::l t.J MaJrned fC'i;BmrRcc. 

Tn::~.,..Q1 outll~pr~ ~Id. pay:a nuzi.rn"'"wccklrindbMity tlmit afS4.S miJt,on rn.dtm;:fram 

~JI l;;tidrnul Mlcqc at.try one unir. Tbr Umpeny', lola tq'CHU~ dillOY lincJt ihddenl Jt .. UIlrr .liMirC'd rC'I 

:Jlo"J'.",of""_ldyi_M!)'wSl,""",""'~li>r'h.~ .. "110_"l'"."",;"""otS;90 

",illifl:1 (Of:.w'lr.,~oo.."'IUtMte. 0pticm:aJ dcdcaJ'bJes.ol., 11. 2a. ew26 wccb~~ at J'l.rt "fdailpRl~ru. 

l;,,<kr , .. pn.n.ry P"'I!'I'" li,,""";n policyholders, dw t:amp.ny',Jos. C>IJ)cKIIf<.n ""y ,;ntl< ;_, ... 

\In;[i,Jjmicoi;oS3.Smil~$JI:I"~fu,t4~~"''~t;.~~~paiud.. 

"1'),c: pnm:t.'T property PfO!1a111 Pf'O'Iidd propcrcr SDAWUlOr: ~afS~ JninioA~oerurrc:ncr.. The acus 

~'I provides property io~M'f!(Ih'~ aI 52.!S bt1J1oft in nee.- tJiSOO rn\I.&on pet' OC01n'C'ntt. TM: 

11".«"0"1 pmll1i11m k-.rurcs an opnnrW bl:mlc.!-t li:mif HnJCtt~ ~ allow$ f'ar 1'Dll1tip1c macb DtES to ~ mmu 

!J1 ,r:ll,tan ,ark. 

z, __ ~.!.G.N.!.~ICAIIT ACCOUNTI.:.:N:.:G:....:...'O::.I.::I"'C"I£::5=-________________ _ 

"ihe l"Of1rt'1olicL.,('d ti~ .. ft:IteI'Dmtl Move ~ prcp»'fti in a.::ccrd:Lno: trifh KCOUfttmr: p1'inc.ipln ~ 

iil.:cl!lul!d if' m,e UMr4 Sa.tC'S or ~ria.. 

Ttl;; evouHuncd Ananc~ ICIt~U inducl.c the Cantpany. ;u wmoJ!y owned suhudiaJtt1. Nudeu Scrrin: 

O'J;llU:z:.llQb, \"1: •• D~tjl'l'tlrc 1olj,,. ~~. tn~ ... Ntft."le:ar 'Elrcai:: (Cayln2n) Umikd and O~ NEIL 

1;",;,..1 ("O!"EIL' ond nriobl. 'n' ..... .".; .... rVIUl ,Or..l,;d, tho Comp.fty i.I ,he primuy ~1. 

.£,,~ l'tt:Jtc:rr.lol i;\[(r~ rr:.l!o~~ haw btm ~mintf:l!!ld iIt: cunsolidlrion. 

PrtmlurnI 'IIfJ'inm and: rtillSW'UKt: p.cmiunu mwDtd.adc«kd are tti'lccrec! in Qlnif:tp ()n a pt'O--DEa Mis ower 

LhckfTnofadl ~'Y- u.~pr:nt1).llJU rqwazn\ rhcp.wtion(l(ptl:MDlmI wril:r~ whi~V't.lpp~ w 

me v.ntxpiraJ k'fm. uf poJicia in ~ tJM::;Jm«i ptt ..... nlml m:: ra:ortlrd ,t QAt. "hid! 'pp'O'IilTQleJ ~it QlIIC. 

'T"he CcMpany tQ, CJI~,,, im'rSLQ'loO'llJ in ~ dm. ill'd t.quity SCQIrilin as -:ar .. i1:.blc- [07 Alr" .nd 

tau 1epon«i mr pDf~1-o II fair -nN.1II! whh unrQl'lUli pnsandlOlUS.. whi~ ;I~ Lmfr3frzal pirtlanclloBc!. 

d~ co 5:u~.t) wtml£}" mM1Won. net of tu. 2S actlIJTIUb.wd o~ CI;IIT1pr~sivc C3.tJWtgs..2 ~ almpalX1V. 

ofPDI~mldcr .. • s.uplm. J\moilil;1lion.nd -=~ Dfproniulm .,&diItvoJ;l15(1Rnuck..~ ICOJribcst.tncJ..AItd 

in in'flf:ll~lHxumc. Ucc.lihn in ,h", r*ru'Jucor,rdlCSt'dr;borand~hy~rilV:s. uC'.:nkJ)lcd l-r~tcf1l 

~l' "'ot'hcr m. Icmprtnry imp.aiuftcnt"as dchAcd br f;MftcaJ ,"Q:ou.n~S SI'lIn(Unb ~ rr-ASBj SdPusirion 

rFSPjlI5·1112.4j.,. ~~r(OtM1'l.tttT~f.t~nJ/a,...,,r ... n."IIICm:Jot1)f'~ 

TMecmp.ny~if\seMand abiJay mleairt me imcsuncnl £or a ptmd afti~~ui&.:ia\[ ti:w U\ aJlooputG ~ 

;.11'\0£ abliOru~ ~ ComfnnT)w JnGu:d. ch:lt:authority to irs trwarmau Ma,,*s anJ. d~ Mat cfiRd: the 

Mamgcn:' Otcidon ma"i.ft&.Asa raadt. tI~ Co~0).f'I.Jid('fJlnykIWrlf.1 an aloApclRPt.nm btocha- lMa 

l«npurariiy ;mpaired. RcoJ;ud in....",.",p;n. "'" r.-. _pomd "dot< ,he 'P'cifi< ;.ltndllc._ COS< 

rnt1~ ate frIcIuckd in dw! ~t"''' ofi~m('" 

Shorttcma iQYeR1T'C'fUSmru:iu DfihCOmc F"'ft&ti~eu.ds with nuturiUc:s Clfk:n riI.&tt 1J1loC ~dt U\ c;km.tion hdd 

.. ilbin ~ \:;II~ ~d pon:jQIics. The: i~~;n ~ £U.n.k iii tndUtk-d lr\ ift~o('TI1~. 

~ in~ts alit prmwu,' recnrdc.d., c.lit . .midl'qJJITOl'imtld ~r r .. ftJ(. 

A1rPrD~ mcront'flB (DAlia: oitmo.::.pnctltli an tc:I{C5Uk. pri'wllt' ~ry _Ad IKJ)::cfu.l\th L1qr;l1~ ri\'),c- cartlcJ 

0$ \N tqUU., l1mhoC of ~u,,: at pns:r~cd h!' A.:EounI"¥ P'rilIcir~ Roond C'T'niDIl No. 1 S. TN ~ 

lrhtI-o/kofl~/R iwtstMIllmlm C.IlltMHS...t01 ifllimi~ iftlDtl«S:r.I"C'~i.JcbledV1F:" rnrrcaJ 

~ p&ttM'I'shtpr. rbc: Compsnr follows AtCt'A StEmm: of'l'oti~ ('"SOP"', :!--9 • . -irt~-," IflW'RW¥ft1l 

;" fbi EJUH _ ... "'" ...... _ in pri""" <quilT md ha!cc r.nds. tho Compo")' f.llo ... sor 71-' >n<! 

~ Ivu<oT..J. h,,,,, No. ~ ~~ I.n.Mi l'KmImJn.,hwn".,." Th. ooddlJ"ng r.ools ~ 
hJr~~1tt!d~lJril:l~CJJ'!'liplftia:.nd~thci'~~f:-tf'nbk''''''d\~n:lQ:)lo.:.J 

in rh.rirmtCl'ncnt Oir.,l.tioru. ThcCcrnpany~ C~"tmtrofiu .. lrartaLivc .Dva~trr.rncr&lIrDn I DOe 

'l""""kJ""'''' cI-.. tirni", ofr=ip,offi_ciol inicmnaticn .... ch< 0,"<1 _,~, D=rnb« 31. 20<l8. 

thcCampan~·.,IltttrDti\OC iln'C1tml1'1tlV!: rcpamd a.c the CoJnparty'l J'fOponi~ inu;rnf jr. tkt- kt~ aJ cf 

~ 3lI, '". r.;. ...... b..~ """""'" wWl d>c uncIcrlyi"" {PJ>d', "",hod of O«OlIn';"I!. +ca! (OJ 

CUt'tln"'bllriom VKI d"dTllbtttiulU t~ tkermbcr 31, 
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At D~oM1bcr Jl.lOO7 '" inY("Slrnl:ntl in roJ aut.!: patml!7Jhip&~ ftMnc.ia.I ~..,,-I: kcrt' on Ilk

lH"ori,:.1 "'" baR. ,IM;C"""",",, _ tdditi....J ioi>rtnation,...;.,d r...", die r..d.,..,.. .. bocqucoc 

ff, Sc;"t~nkr ~ wI~ J.cw'm.i,.. .twrt.er tD rrcced other man ~ imJ:otf~ "'Tk Fair wr&Juco DId 

1 ...... \. ,.:lNc of t'ht-st illl~LJ .~rt 522'.(..(I.OO('I:fad SlIO.no,ooo. ~ordy. ac t.ltntrIbel ".100'. 
...,. .... rm.;nlId.nr.""".....,oI~ "" ...... ~by_ • .....,.&lI"cr~o<Irr..... 
,.0\"" , .... "",irl "'-T b«n",.,j hod • .e.6r _ lor ,,- _ .. """"'-....t .hc.s;a.......<OUItI br.....n.J. 

lfl the ~rm.al 0'XII'st: rtf,t.. mVCi~u .a"~ ,he (""~'! mtt'f) inu1 rdm.r.tl.ipt with cnlrr~ rw. aJUId 

t.c' ¢lfIRdeo:J VlEs. i" xmnd.,ua:..nlh FAS" r~ Na. ~ c..liMIiM -tV~ 1,,1IffItV huitits 

ir,.,."'-'l o,,"'*' 2001) ("FIN 1f>(R)1, A \1E it .til ..uitr ..... .nc. (I) ha <qUi<)' in."..,. dw lock uruln 

~"ljJlI chilnaniflin ,"OIl rnnnoJltins ~ mtftClt CiDdl*nc w abilrr m comraJ me eru;"" rhr~n 

lo,l ~,b the (J'IUl!"'i ~pG.."TCd IoJICS and dw ritbt ro ~ Ihr~tit)"·, ~ fClidmll'mmu) or Il) I:adu 

~!lli.:k':Ju ~u1lr 10 ftft:lhCt' iu nwc *1mOswrit.Mc1 Ijltoll\ri:.llLtrPO" ~-id&d .", .. hu-~Uli«..t.;ch rn tUtti 

:'\''CItlMht:dfIKTcd to a'MItbu kar:1Omc:olrhc~ Joue,oftMVI£' l'rLe~ ~inr1 rh.Ir it 

,r.mJa; U' uwrb~~1of~V1e·celpcn:d lotRS!!If m.caifta mojor~oIckc-VlE'snpccn rcsid.wl 

ltt:lUtll, Ilw Cattlp:1~...eutd ~ dcawcd CD bed. ,'lE', .. prinwy btndiri:aIy- aftd. wm.dd be ,~cct II:! CIHtSOIicbtc 

lhc- \clE. Llpoutt L'OIWlfi4.\rilU'l 01, VIF .• rhr ~ IWDUld 'KDlRiv ~ aim.. Vlrs MKb. \Qbiticia: .ata1Au&

("""'JrUniA~ lnTl:f'C'SII. 

!-. J.:tt.nnir~I·""D orwfwdlC'1'lhll:~" :a.:unrrolMlc fimndaJ inrm:st in an Cftu&y isitU • .". rr.;:adc~~ tirrw 

tb.:-Lornpanr b..'Toma~w;~ rhc .. "nI;CY. Ccttain ~tion.~~ OCXW'whidl CIlU$etNCGftopany 

ru rr·.ISfCU;Q iorUr..iaJ r:I~ 01' ~. eftr.,. it z \-1£ 0' hC)n-VJ!. If me entity KaaftS. VIP.. tilt: 

C~'!rclnlm5an~5'iCUmrnlQ(tnIft)reda..tioMMtbtrftcicy.il'lORr~nmtJI~llyaJC: 

~ Tt-:t"'Hily·S~"CsaNCtutelJ~w.cbdwei\hetlH~~aiAiaOtaOrqu.qa{eqPya\tlP. 

alli'I..'t."pd. nl 1'2) apccrcd rmJf'" nor hun tn' ,eaDtofcd Il1'7'IOfII die p:nic.ip8ril'lt: .. rrift ..;tft1_ n... .ft(}fy. 

• TbC' rqUlt;l" in\'tRrM'ftf {Clr JOIN' pHt ~ '. mumc-d ta d:I~ equftr ~:and ~ mten'tQ ~IN'" 

C":'Iproitd ro c.penN. JCtuJIII or DJICI. 

J!ldudcd. in .akt:rrwWr ;m'OtmmCl arc ~nt ~~ .bich arc CDnJidm:l,i VlEf aDClct FIN -4G{l\) .nd tOr 

..Qi(h the Com~ ~ the p1'fmuy bmdciaty mel ewer ... 'hid! dtoc CcMaputy bds die abWt.y 10 eiiKOv! CDnROl 

.hltS r~ .. al1wjd:nioR In me Co,np_{f ~cd fi=adaJ .nJ.mrnts. Tfrc TChida MIC' limi,oJ. tubillry 

"f>lI!:""""'..J,td,y tl.eC_ ~ rbc pm..y bcnc6cior)·oI.1-c _"""","", II!' ck ~ .. .,..,.."" 

.... -tul.t bbaJ; ~ anir w iu ~MnCtUal doUarlcTt'f of to'l'nm.itmcP.( k) U'IC ,"chide:. The r:oM:lIii.:h~ mUlm 

itb.+"driM'~utn.F&nuJq(NndafJP~3TY~UJ~byi'h'atmCtl(J11~~uil'l~i~~priY2.r.r: 

cqu~ l".nd. atxI ~I V&Kf" '"Q. "'Jl,c \.luny»_DY dta new. hNd ra::rjnri1y lnc~~ in Ui,! ~ rbt 1'unc!.J ;I'I~ 

in hr the tiai_ ~;d.tIi'T ;lHn"lF~tJ. 

C>otoid>It1I ...... undn tltno.. ''''''C''''- ..w S 11'-808.000 ..d ~1 ."'3.000 .. of Ila:anLor 31. ~ "'" 

~ )1. 21l117. rtspoai,./y, !WUnded ","..1""'- totalcd m.ooo.1lOO ood 51&.000.000 .. cI' 

0tamD<r3!, 2008...t c.c-It<r~l. 2OO7.~. fN:Iadaj in .........,.",i ........ ,.,. (S4 • .f06.OOO}...s 

!1.21J,OOOand induda! in jlWl:ftlrl~1 ~'IJrtaJ 11.}4I,GoO ud~6.000 (or ttn:~crwitd ~bct 31. 

1001 ad 2007. n:sp.::ai:wf,. '1"'hrCOmp:my·~lIltimlQoram.,.. ~frttrlussfalt.l~rrum io~ruhlp .. "ith 

~V1& lJ tmica! ~iu {Qllmbudon.tht "'EL.irich "",Si 1.0(.000.000 at 1.)n:rn1bef ,I. lOOt!:nd~. 

Prr:rriIiorI i, m.t~ for'MC!IIlimolcdCOfl!!lfmcwrai "",,&;S- ... 1ue."i"1-kJW~n fot\l:rpilid ~~ rca. 
adjwoma>t_ .. ~ ...... budcl'''''''_' .-....buod ........ '1'1''''1'' ......... _ 

frCH'l\ dalnu adiusmB. Qildqrc:edl£ftt: COJuuh:wlo'CS ~ IKha ('t"'lb.gtio" ... iod.adin~ t::Ilinwa fOI u...:w-n:d But Nat 

~("!lINlI.j\r...,. TI<c....t.odo.r"" .... -"_....t .... ~ ........ &, ......... ""' ..... 

~:utd ~ OU'HI. >>If .JJuumc:nu: rora1ri~ ,1:.OO:lT frvm .,e k'fl..'"'C~ ,n upmn.onl C'llffcDI~·. 

~raJ.kdl:1:lllincomr~:arr~F.caa;<1rmJ1J.:Ir~"ISin~",~..,Jc:k,~~No.."1'Clri1abi1ityfOf~ 

r:portlnc pt:rlod.1lk! tal: ~ of a.mp:uuJ' c6ffc:r~:l.K ~:ud as cil.hcr ru \it.Wicie1li'IJ "'run 

oublit:amD\Ulucr tu ~Sot ftll1.lrrdrducttlaltamc:IWUI. M~tcgn~?lJ • ...,;I.b4c ~ 'bodI 

F--sirilrC'lf'1d ttt'f'riWc. I'D ckuftftillllt: ~M:t, kurd on the -tiI;h1 of dtc ~e. a 'Q}o"u';Ot'l ~~ if aadcod 

fat tome 0( or ~ ar 3 dd'«m:I UI .lDft. 

Th.e pt'ITt'kiol'l 1« income eta: in.d~ (aim) i"'COtMWts anrtnrlrpa)u~ ~nOJ thoSE: dd"ttrtd beoLlll( g( 

tttl"'.poruy difl'CI'tDCCI benft!!ft. dw!o AIW'Kiti ~t Vld cal. lIMn. or usaJ :.nd liJobilitic:s. 

Ocfcntd&drraljl"6mmrQl'1f"C'Uo~lcdfotd,.cn=~otuftlr.lhodpim~cmin'olC5(Jl'lCft(a 

..nd pommimntnc: bdtfi! obl'LpriOIV. 

(;31h ind~ ~ ".;dI bcb. wbica Uf' 8'tfH::r~1Jr l:Dt$dcrtd pan Df d~ COms'UQr· ' QS11 nu!tacemc'S1t 

.lCtrnb,:s ... ~ Uan dar ~'f' . imonOnz: aaMrcs. 
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TkC.o"'l"1I)' >dop<o!d s...tm<nt ofFiMnciaI """"'"Doc s.._ ('SFAS'! No. 157. IW .... ~rSFAS 151'. 

.iT"";,,, I>''''"'Y 1.200II fo, fiMocioJ..- •• CU.W.tiCS. SFAS IS' (i) dofl"., fih, ..... r.1 ......... l" .. fn_ IQ, 

mcgHin; r.ar.,.h.M:afld {\ill npm&n~.RJ~~t41doture IQiU~lIlftarFW ftJu.cill~. t..'ndo-~rAS 157, 

I-.is r .. ~ 6d..-iincd:lS wpria: rm.rwauld bC'~yaJ _d all tAtlOl paid ro tlI.I.MfC'la&.bi~ty in an Gtdrriy tnfIPIo:riQII 

IIo(IW('~1 pr.lrkC'l. p:u~nu (:1n ail (Ifact). fWrnlucotne:llUta\\eftt! aI:IUIM dwc-Ulftor lilbirJt)' is ftCbmr;rd in ~n CIoCderiy 

t'n;:Inr..c': llloCtW-.arlft ~ iPl rht-principal ~for~r.urnr 1bh.1ir:y (trt ia rhc men IdnnrJIMUI marhtwhcn 1'0 principd 

~''''n~); """ tht ........ "'rtiOpofto ... ~C ~bIr • .w..nd""1ins.,...-.." ....... TIocodop_ 

I .. .til 1](. ~I 1m?,,, on ~ Com;-ny',consHcbtacl ~ na~cnn.. 

10 I'rlm",'Y !OIiil. tht FIISB ,nun! FSP 1)7-2.FJjit,;,. o." ... fFA.rBS-rNo. 15,7('FSP SF.~ 151-21 •• 1>ich pc"";~ 

,1 .. ~.r .. n1 orlht cfutri>c \hit "fSFt.S IS7 "'rocrol",..,bq .... in' alia ~bc:t I~. 200!1 roull noo-6ooncial mrt> .... 

h:J1:tliric" ~r' (~rNt~1It' ~l.Tf'di~:t, b.ir~}IC' in tbcfiM.o.J st.I~UOD a rcC'UlfingtmU. Cun~i:nm[ 

... ch 11", p,...;,;_.I r-SP srllS 1 \7-2 m. CO ..... n' d.,;daI to dd'a "" odoptiorr. o/"SFAS 15710< ...... r....n.;;.l ....... 'Id 

l;ab;liriC'$ tf1Q.~\Hrd:U faif~ut!cn .. non-rfCtJtrin'~lIIInDlpmary I. 2009. III 0ct0ba'2008. ~FASB ~ FASB ~.~y 

ro. ......... ('PS!"") Nn. 1~7-3.lkfm4illi"f.""F.ir v./.,-/. n.-;.iAhttwt- .kMmftl" TIoorr.c-il ....... i,., ... rFS~ 

SFAS I~'l"j, .... , ...... ,rr""o-r. upon dsuaf><e. ThtCompooyapp&"! mol\lidaou or!'S~ FAS 1~7-}", i~ ~ool 

r'rtJirt(illll CUtcmcua. 

o. r-d!<.". I~. 1007 rho: FASa iuucd SF_~ No. 1'9, TIr< F,,;,!fI/w o,,;../>, F'-w Mru", F_oNtI Larti/iM 

["',"if.,,"S 151)j, im,xd b.~du: fA9wm;h bcamc:c8'~b rmCoc"pa"1onJ;mu:ary J • .:oM. SFAS I" ab'J.ti 'ompany 

ro :7l;I.\ttonD iffcvoabte t'f«rioo ra fM'UW'C dicil:ll. fin3...-.c.iaI:u~ and ~21lilb,liricJ In fVt...u.e rhat uc nor "n.he,.iS( 

mC'31\lml at Filii' r.1uc, UrlreaT"t:d pift,.ftd.louc:sID, tba.ic it('Jnl;l~ rtpartrd in C'tIr'm'K tllr1'\iAp at(';ch mbKqumt rqKMtinc 

J~HC. AJ. ",rJa.qn'l t.lIlM.lh~ (".ompa~)' h2s Ml eI.tc.td to V1~ an,.cldiltoMl UJiltU6f rr.lhilitid •• filiryt}u.r Ll1'I~ the 

l!,11}d:lna hrSf.~~ 1 ~9_ 

,. July 2!Ml6. <Ix F .... "'"""'" fA~51~lion ('"FIN' No .••• ~fOr I~ ill rw_.T........._ ~ 

t'i.fF.~Sfl StrtM«JUNit llXl('"FlN -4'-), ..+rid! rnnida r:ri~ for the ~ lid rncaRPcmt'U ofu1l«r'tlir1.1u; pDIiriOM.. 

FIN ~S r~u~rlw:1fl UDal'aitl CD poclDon lhou1dbc~onJrif;C it "~J;Idy mu, net
R &at ~poWon isAllllinabk 

b...-d on ia occknial mcria. RBo,."low,."",ti" ... h.u1d_ be-.d .. ......"..,.""' .. nouNofbchc&t~ 

ih.ht-i;'r.ooo .. l.t:'~b..1"htM'lilbl~~JF1Nqwcrc:cflt...e:riftf..wtt..:d~~lnihJ~ ~ ,~~. 

0" :l«.roltcr ~O.lOOlI, m. F.'S8 ""-4 FSP FIN ~1-3. EJIioniw n... ,fF.-lS4 br"",...o.. ..... 18 fo' ~ ~,*"Ii< 
[l'IJd"i,.... 'nlC' FSP dcf'1'f"5 ru "'"'~ dzn- ufFiN 4!. fOr r~~ MtnpnbtlC! ~I~ indudlnr. flunpnbllc not...(~"PfUfil 

>~"';l",,",-"" r,.,.J yo .. , b~nni~.""Dcc:tnb<>' lS.lOOI. F!.'P FlN 48·3 pn,.;d<s. d<Ir:mI.fm.<I't<am: d= of 

FiN -is r"r llonpvll!K. maplia:E to the mmal fiMn.c:W S~~ lor 5sn111QII tqinningilfl[r Drmnbc:r I~I 2008. A5 ~ 

c.UJll~ll" i& mn1idcm1 ~ noapublic tnr.npr~. ~l i1 dIP*' Tot dcft1fal pumunl ca ~r FIN " .. ~ and h .. ~ to defer d~ 

~~c"j\,l1ll .a(AN 48 rOf"Ulr~r tndtd Deccmhcr JI. 2008. Thc~yil_~ dM!fir.a.ncl3J Ibu:mcrttim.v"Ja. tf~, 

,Ill! :.doprior: afAN .o1ji Wtn A.aYc= Oft in C"QllIOf-cbkd hMncW itUterncl)Uo upon :adoption. 

I.s.:."""b" 2006. tho f.t.S1I ;..:..ntSF~S No. I~a. &.fl-piJlm""""tfo"D.fo.rJ Ihrfo PuWoHU OtI..r/'rmr""_ 

PumrSf . .u No. ISS-). For'lposutprnT1Cl\r~firrlan, RKh2.lS.t!!irer:hahhatlt:pbft, ~~tobr .. DoI'\i:s: 'fhc:~. 

rnIJI.1Tc-.:i pomctrtfl"ntnf: hcntfj~ ttbJtg;.tion. Thf" Company adtrpred dtis ~t rlI'~ Dtt.~ j 1,200'1, T"nc Cotnp:an,

"'"lid, [I>< 00' p<rioili' bmdi, """ ... Cl)O\flOnI:r1r of Ad_,;" ~ in lho~. Coruolid:rted s",,,,,,,",.f 

~t.. ~1\'.Ufilt~"" l12.t_""_' .. _' _______ _ 

()pc=ioN .... eo...~ {LDso) ~ The c...panr =oN.;rnd F''''"'' iu """","",,,oj 1'." .. 0",""" knof;t 

~. --.I .. ~ 31,,, 'turnp>nrmof ............ ~. A<mIaI eap......ndOll><r 1..iobi&Iios .. 1hr C.osopor1J"> 

('~w."",S1.= T1 .. ('" .. "'I'""l'.......w""onImdcd"UpWa ... """""""" .. Otho<C .. ~/totol 

E.minJ'in d.,Compony', Consot.a...d S ......... ,,. 0p0nri0nJ and ~('--) fo~" D=mba 11.l/I07. 

i1wsc 2mOUDCllUe Pot c:waU: co ~ CompaIl!,'1 ~ ~ rm.tcmcr\u r~r the ::un trwkd 2OOI1DCi 2001. 

I. Ma<ch 200&."" FASe _ Sl'AS No. lGl. Disrl..,.,,_DcrirMtiw __ ~"""H<.JixiAmoOiarSAASNo.16Ij, 

.n ~ effllSlI St. ... oaxNo. 1)3. no. """"",,,t zrna>d>and "'Jl"'l'km. _ ~ .ISl'AS No. "1 

.'iln me inlMt of pfl1'idi", uscn oIlin»ciaJ ~~ with VI mh.1naJ l~:l& .... r the' JlU"PORS fUr 2n mUty tU:int 

I~~'pet ofinnramcoti. d-.c~"l': W'I~OXJtfl(&U~oT!~Wl1f'1'u/'l'W'nuilOO u~c{T~"!.on d!,fin:lfttbJ poPQDIl, 

flMa(ili FJforrn:lr\tt :bldr-uh no...-. of the mtity. SfA!' N:,. 161 wiD hc:clfcahoeJt,t fl1l;ttl(Ql SCIIt~ ~ theyc:3( ended 

Decanbct" 1l.lOQ9. "'TheCa~"~'!K~l!:U1:mCMil!nflCllCltir-:llny. m!ll :adt>pi>;).ll af$'FAS 161 .,nBh2w:rm 

ia "",..&daurl6nancia1ltlu",..tt OJ>m ~_ 

3. '''VUTIII:HTS AND DERIYATIYU 
-,~-.--~--.~-~.-~---.--., ----.-•. ~~.-.-.~.--,~-."----------- .. ~-.~-.- . .- .. -~-----

Dc'" smuiria. 

U.s. to--obliplioru 
~ "....,...t ob6prio"' 
Carplmrl! d!bt kCUtitia 

~~-bockol.,.,..i,"" 
ou... .w.. RruliUcr ----_._----_._--_.- '-'--"--

~cmbcr 3'.2007 

o.~[J<tarili<s: 

U.s. ",.... mcnt oblipCo .. 
~p....",.,...bI"!!'Ucn. 

Co""'rtl<~J«Uri'" 
M~o=ri"" 
O,llor debt sccahO<s 

,--------~. 

r.qqity)o!:QJriric.s 

12',732 
2,~J 

Sll.701 
921.967 

4~.1G6 --_._-- -----,. 

1..623.607 

l,sj1,66j 

3,.l6',272 

2,7C1 121.'33 
57 2,D91 

6.960 ';3;.661 
13.G39 ~l;.OO6 

_ .. _._':.302 --~ 
2'M4 1..6-'8.171 

1.L1I'U.36(. 2.6-tO,0,1 
1.027.031} S '.188,3(12 
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Tht'srno,~mJ .;wt~nd Htinun-J Fair nh.e oFr. mmlriria; by ~1'J" ~.t ~ )1 , 2001 

.lrculillkl-""$: 

Out in ClM:tftl or las. 

OtIc ~{ra one' J'CI" tluuut" SWr ~f1 
D ... r .. , .... rnn t!voush ..., )'=, 

~ ~-~.!.~.rC'1f'1 

'roultlHd rrtalul"i'Iiw 

en... ,,..;,,01 pirIJ "'" ""- fr.", ako ................. (In~ ;...,.;.m.." at i409.S!1.ooo .. d 

Sl4l.<)(l8,IlO<l""';"IIlOOIIond l0CJ7. 'c<JW<ri>tly) ...... "1Icnn: 

itcali,l.'dp;m.; 

~~"a1 "-.~ .. , .. ,.~ , _ . :.-,-,-__ --., 

~t wv('aHft'd ::'ll~"a.:u tWa .. (dcvra;b,rioI., flC'faiai"l 11.1 izwocmtfUI\ todwfrQll farticn Clm:rcy at..~!l 

~)jUh~l!I (01 Lhryt.1fScndc:d Ottcemb.7 31, 1«11 and 1007. ts:.& ~ 

Fi1Bi nw.fltidi 

Eq~r~til~ 

~.leJi ..... "01'I\.( 

For it!\lti rit'\ rh,)r:we tn. ~n unzaJiz.cd log pocitioa. the Comp1f¥1!us arp&aIcNd"t .acc:..Driftt;pUd:3.nrt' 

pnainlns 10 W dnnmm.ICCol' of .htlbn' an ~t"is otncr dun lfUItPO'U'f. T'hc majority of uluanm 

LJ»cS uG l~ m.:Dfnc"*GJnUa "ITTC QlfJo.'Il by .. ~MT Ct\'dic ~fft'IiIotItftCft\.. AkhoupXlrncofthc-~ 

i:lIl1:'!'''.cr .. ~m.: l1tiI'/ht immlCC'TiaJ GJI.Ior,VMrbJ' 1iCC'IUicr-"'~ OInCel fiqt:llclir:rand cmJr~rton:. 

lht- Com~r considered t~ if'l~" to be othct u.u IttnpOI1Illly impaired ft ~ 31 . 2008 a, 

di.~<OJ m No«: l. r"$r ~it). ImmriCl. ~Ib tbe dect:.IlH in 1Imktt.,u. D'd1 r.or be: COMidc"N iCW'fC" 

in h::oru~t un ~ 14."Wfly ~ jCQI,"~' ~ ,be~ Q)tIsiMleci lDaw: im~ • 'k cnhcr tNift ~ay 

;m~i(I."d.;" DKttnbct 31. 200. ~ 2007 . .u d'tIa...m in Norco 1. T'hc Call1PlC'17 f'mJrdcd.udxr v.n RmpGQl}' 

in!l).l.im\tera(j,,"'cnmcnu fn the amountl t# S409.~11.ooa.and U~l.90S.000 It O~ 31. lClO, ~ 2007, 

'''I'''''>d~Tho: 'nl"" .. ,h.:l'olqt.o...",·s.npo..wouIdbcll.:_;f"",Ioa_noc......w~ ......... 

"ny"'~~ trht.rd rtIo.l\!r.~ ""i~dow1l WDlJld h~~l1~Mn ,dko ..... in Omes Comp~u~ 
(l.,PI...d """,,,,"1drn' 50'1'''' . 

"flo.: Co:'r'9~ U$o!S mf'ricf' rutT""'-.7~......d COf'UXJJ tIo _r 1M impacr of C\lnTrw:y AaanuatiOlW.'IIII c:sdwn;:-~ CI~ 

GfhtNlt £aIcIattd purcbam of lOteicn I«UrilXs. ~ anrmcy tOrwud COtIU'KlJ lit' no, I1It4 t:O lft.:nce poltfoLal.,ar 

"'1 .",at..c;.e pull""<' Fo«irn cune:>c)" r.r-d "' ............... bI< had , &it ....... f S4: .4'M.000 ",d Wl.3".ooo .. 

O-*'" )1. mos...d 1WT. """",-.!y. ~ cuntnCI' r ..... rd """'''''' ~ Iud. w, ..Ioo"'1'1310.ooo.ow! 

WJ.OI4.ooo., Il<wnbc< 11.lOOS..,d lD07. mpcc<i...,. ThtCo-. _do 1M ..,..;,-.bI.ln l'ropVda ......... nd 

............ ..,j :Ik __ ~Io ia A=nft~ P"!'..blc • ...-d "'''''- one! 0"" Jiobil;<:cL 

ThtC __ forum , •• ur,,,, .. -.. "I"i'!'ond U.5.Trc"u.yO<CWi'l'_'" """""" ",lhcCornpony·,-' 

~. Fu ...... __ "' ....... w.d .. 1_ ",,",,60s or far""l' .;>«ululvq'"'l"= Dt.ily ""10 .. «,, .f1imua =thCU 

m~ U8.13I.OOO lot ,he rest mdaf ~t;J.:r ~l . lOOS.nd is. induckd in iftlftRmcnl inQIInC. Tcoi norioNJ C"IIH"UIY' 1.0 

rquil}' indicollvuuch "nucs CJ'\ft'thCCS tcMalrd SlT1.~H ,OOO 2hd SO;.J. Deambel 3\, 21'tOA:and :!1XI7. 'ft])IIIQ~ TACal..alw-l 

"' ..... uc '" US T maul)' &CW<." .. aIod SUI.D97.coO .OW! 10 M o.amb<r 31. 1tI0! .n~ 1007, ~tly. no. Conopony 

rC'alrtkd:aMf !l:ab!1ityofJPlPfc.'lIimuriy SJSG.OOO o.f~ tiir'l'l8tinAt:tt1nnnjll!'11Me.. ~UIb.i.~!\5CSan.a other ld.biJirit1 

,,~11.2oa8. 

Tht Companr IU:S ~cd a:i:rlt.mmc ~tl1D :I cua cftlccl ~ ro UIIW'CSt in ~ ~ t«Uritia. (., d\is~t. 

1_ N-m::Mor Kapli ddtrcd .lCM'fC7DCDlllI'I the putdtlK of rnonwt ~ Itt\11irin ifI tt'\Q.1t'l Fot l f'NIdel rrduaio .... Ih: 

pri« ",", '" "'"" _<PI" ~.....,; .... Tho priQ- ''''''''rio! ;, <liMe!)' rtIatld .. til< loa du< ,"" i....." dod ... ~ 
ct.c ~ yield I)'PooIIy 0«.....1 "" ___ ~""",.;.., ""'""' ..... in"""" '"'' corned ... ash ~ held far .... 

J><riod lie-... .... 10>\ --", ond ,"" JCI«d ""an oIcftnOil I<u\coocot. AI O«rm\ocr 31.l6Ol &nd 1007. 1I>"".....mxs 
la.d ... amatm.d ...... 15111,227._ ud U1l,476,ooo. "'1'",,;,..,.. AI fl=mb" 31 . 1l1fll1 .neIlao:r. "- ""';Iia" t..d 

:a.fai,,,,.ofSll'JI6.000...J 111S.00,000. rc:spo:t.iYcI'}: Thac~~rc ir\duded ill FbuI"Miriu(ln rht-Co"'Plttr's 

',>om< Short. Durinc m. yan .. rIaI Doambcr ".2001 aod !D07. til< Co""""r .. """td ,oIiotd " ....... tl>< .. lmIri<in 

.fS3.35I'OOO....J 1l,J.l3.000 ,,,,,..,;....,. '"~_ Sr.....,_ 133. 

11>< Comporoy ~ ill. """'iriftlondiae __ ......,I by l'JonIto,n TtuOL The CO"'I"'IY _. "" r ..... NanlIctt. 

lru" lor dlt' kDIi"lI.)f 5t'Q~ thar is ~ ~ chi L~tmGlt IfI~at: (ornponr:nt of the Su.temcno of ~i ~ 

~Vl:tLu..·} Esmil'lCL "'. rClf'~ df,hc knJin .. p~am. I~ t.mn...t-r of rn.lJrilics ",.\111 ~ \l:Ilh~1 in 

e:rc:rss:oftOWJli. n(.ht- .... lw-ofw ~ ~id l~ Nvthn-T"JI&- 1'1It-Itt.tn.cdlr'al '; Iin:~lrtl'dluilied InlMlri l~ ~ 

IOCfa:J i ~(",""',r«mccllSmtla\.Cftlil i lW'Oltl:dlnhi~J;"',,-u'll\j"~tl1ndrt'C'Ordc1!in'hc~Shc:cofu 

all """tSO'DCl ,t ~ &if q]\k. .\. IG.lulicy Itt f ClW'tl the C1Sh ~ .. _ lC'tordcd GA d'C ~cr Shrn ,.".,.k 

un .... tcO.uicia loan ~U. Noc.-osh ~I is DOC ~rdtd in lht &a.llntf: ~I si1l ec "er«c;:", co""or critrrit w 

_1rnn...Ar~ir;~~ ... dlll'.-:CI,..;tin~forcJw~c:ulbnnl.lnd~c:umpan~· WhlJ~II~lhttaa'ltiurl 

,..('''1 iCWeltrr'W:M rE1Utn!t'L""rIrd en the: ~ nJI.;ICd'al itll ocrs.\ _"the' ftt~~ Wkik.he-~Ifn IclIIdmc~ a~ 

fu~con...(n'J.1Uod. nrw\.;.(1.tM at&m ~ thc:poi6I"NIity dt:a.la ~otttO.lf't~nta.rb£olloa!:Jk remum chr ICt1Iriti es:if 

a.Alddcn IJl.:.Itrtiii chanscdl. the m:an.n G«W'L The«" rnUUl1\al r;rolil liD. rrom dH:: (ulu~tJJ CDvntapucia to perform. tmt:t: 

dw Company recchu co~ ill nasi of 11)()llJl. of the: ~c of tht balled Jttu.rilirt 
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1)~inf.,; :~f1'C::II*, Ma. Tnr- o.J 'br.tr;1 PQOl whd'l Nun+vJl 'Ir.it tT'Q~ eo inwat the ash L"DIbft:f~\ f«cMd fru,m buf"ttrOn"l'l 

,..., it C\< ril~ fn ill K"CUJ'jtiell!ond.ir.r~ npcricncc'da -Q)fI.tr:nl dc:tM:icncr", nC'~ IfIW\aS not. a direa rnak M-dcf""lk, 

;~ ,'nc or mole of the in'P(SU'TICI'I"u i.t'I the: cclhtcnJ pool fund- Wwr. i( w:u. rdlc.:»o ... o( muk.-UHr'Wkct urunLud o..cs ill <1 

1.111< 1\\lmb~1 oi P",,,icwu:. The por"ciGn afth.edrf.aency .lrulbu~~ aJ chc ComP'l'Y wx immalaia! tIl;U aIf'dOt.dl&.:d 6M11Ci:l1 

tt."tI~.rr:~n _ b rrlfIU'"t" ~ t.hc JJae icrKY. NoJchtrn TutU. n:wiC1cd \cnJ.::t'\ li.nduc6f11lhc Co~y) .iIi'!' ttl c:-O( the SJmVMn. 

' fhc'("WTfenoJ«llriti~ o"$oan Ul'ldl'1' 1M Jl"'D!t1m 11 ~ 31.2005 lfI.J!.flO7. 

The c,JmpJn,. ~i"ui!"ll lJ'lf"'ihc rofriaianl on in imattnm( pMtfulio b:ued oa poliq (Uidd~ at apptO\-ed by rbt ~ 

~,f [}u~:W(t. 1lk:.r tu iJdillCi j.nduJr ~nrrict:iall.l wido. tl."ipOn' to di.,«W.c.tlon ~ .. m.Iit qu:Ji'!J'. Fo, IU:cd. income ~u. 

1\1:.< ~L"tlP Jill .. · ... 1'f1"'lo.'""'. t'luaMC"Cd br th(Wft1(..t.u~1'01' or iuU:1"d b,. ck c:lb\r-iuDG ft'W;IIyOU<'!d~ oithc f.ljr~cfm.: 

~reya\.t' in,c:1>unt1'I( pnrtfnto. 1111. potx.')' ~>N12\jf) tequift' Wt no Jcu llun ~ of die rd;f'I,j i1liCOmt ponfoto m~ br 

u:«J in..-dlm-!:ntJra:kby Ill: r;b:h.. ~ ~ l'Mr's CI' Moody', n.rin:~. N o(lXc.embcr ~1. 200:s. t.Ix('.(J~)'\r 

deb: strurlcie-a rncltld:td US COOWe:tlll1'NftC ob~s. FotTfsn GaTemmcnt obtlptinn'- CaI'JlO~~ <kbf RQl1'itia. h4~ 

bxkcd ~mu-iUcllT.d Od~f debe ~tlci~. ~ blcUd RCUril'IG indudcd ~ti.U MonplC' BacIccd Scruriricr 

~~RMESI. Cllmruc,rn,1 M~f: &.xW 5«uritilS rCUBSj, Cou...~l iJ.o! Maf"tPV Obl~ rCiAOsl ~nd l)th~ 

. .:.\)("; r.¥;k~ ~1.JTi\i.(l\" rAJ:Is). Other ddn i(OJril:ics: in.cJudcd fukui Afi;nc,. ddn i:auc:I from u.:' FalcnJ ~ornl. Wo~ 

."~oncY.t,Km (W FNMA.l . FnkraI!-iNN:: t u:an Mt.""C"~~,., rFHLMC) znd Ftlkn.l Hnmc l..o1Ia &an .. rFliUj. 

T tlo1: (-","1p<I"~"1 fi.nJ 1rn:o."'N: p,.u,~ lnr.I.:. &if _luI!" oIS1_~5I},J4!! ,00(l2Nl SI.64 • • 1i 1.0002't 0t'Cembct 31, 2008.and 2007. 

rn~, iydJ. O f .hi, »nOU"', ~ ~ ,;nC'd u 'n..amw::nl ~dc craJ,t qc.a ll ~r "';th tAr 'l'I'm.inihjl '" r:.~ id non-t""CKnIO'It 

p:o.:lr. Dt.Irin~ me 'rtlJn4 haIr 01100] and ~%' fO 20011 . .. lOt~ ,~~ problem", ~ ;,~~ rubpJimt ~ Ah·A 

c"puru,eJ.. ~1'\oIrlGlnl7 .. tfxnod~ CCD~ mectirioM dm:rionttd ~ c;ndic ipfnds ~td H pclI[ ofJ. tmenl ~l to 

'1ll..1tiry·. Wn"hiJl the: Company', r.Lai ihc::atnc portfulio. rt..~ ~ to ~c.rt Al t·." merM.f brlbd S«UriticJ _, r:I 
Dt-rt1Hbt'r 31. 200:1 lind 2007 u (bIb¥t: 

Air .A. 't{DX),mti.,J Mo~8ac\ccd-lra'd tmcm GJ.c.: 
All." "H.~rui:al ~.&,Kcd--adu-w In-..n::mefJI Gr-.J~ 

Sitbprirnc ~~11llI1 ~1unrcr:.Ii.adtni-1n\ldt'Mcnr Gn.1t-
S!lbpnlnt.' Rcritknw.1 f..,~Grxlc 

4 . rAIR VA.LUE 

On }lnwrr 1. "!roll. the: Cvmp:loy ~tli1J,Cd SFAS M . l~:. rnr "',~i~ l ~ ~n.! ~nYl("i'll l j~ l!ilg tTIOJl1K"ed H f:Lir nhK 

SPAS I ~7 dcf.no riW ~ espbl1 u.:...l c~b~r (l'llOC\l'Of!r: lor m("Urtn"1: ~i: MC and n;w-ds ditdoJU.tC ~rJ 

abouc ~i.r -due . SFAS 157 ~ ~bJGhcd * ~hy [h.upOorit-m:r f~ inpuj ,ucd ro tna.~ f.ir __ We- into ~ kwfl 

• ~ 1--4np'-ltJ utilUN qtX"lro rJic~ (unllijuloCuil in ~ InlrUu (o.( idmrriJ;Wi"O wr the CDmp1~r 'lIlJ tnt abiht)· 

JO KrCi6:Jt dx ruall.Uemcru d.uc. 

• l..--wf ~-...Cl'\p.lt"( Dtili1~ othct- dun qunttd r-rico i:KIDd.M.~, Ll"c! I rmr~ nb\Cry-.ahk ~r tbe- timih.t ~ ettherdlt«dy 

Of indiftrtiy. 

Q-owIPncc.sm 
_M.o.I..a ,,, ~0tII" ~pUIi""'t ~ .. .s 
~ ... ~..,puu ~lcl.pou ~31 

_ _ __ . . ___________ .~ _ _ ll _ __ _ ~_1) _ __ ._. _ _ ~3_) ___ _ lOOI_ 

Dt:btK'C\.lriri~·" 

U.S . t;aTCl1u .... un o~ic2~iOfH .oIj~2.7~ ~52.108 
n.lt~~t"n.tI\r"rIlobl1.~tionl 1..-~JI Uti 
C",1'0'= t!cb! >«wi(;" .5(,.358 1;.802 ~S2.166 
Mnn~··-aflldUKt-~lWJ r;ri t'S S61.252 1~006 SS7,nS 

61I.~1t Orner tida S({ttriri« _ . _____ . __ ~ ______ . ____ . ~:..~2.~_. _ ________ _""'-'''_ 
Total dcbf k!O.Irlcia 11,1"_><0 s 44,&01 SI.'9H~ 

11.036,793 !601H $1,101.916 
ShUll (r;ttn ib'r'CStlTn;no' S,] J? B.1 17 
Altcrr.,un.c;!\~" G2IJ. !6~ &20,169 
~n 01rTnk)' fnr.rarJ~~~ ___ ~~_. ___ ._-~_. 4),"" 

Tocll:U('lt ILlII.!')1 16SlJ.lC B.3G6.078 

Uobilin.. 
Fo'Osn cunrncy Jn t~d c:IJI lhCU 41.390 s ~ 1..1&0 
fumres co.trIcG __ .. __ __ • __ ______ . ________ -'I::..5G=--__ 

-------- ----~-
0.536 41 .5 3.6 

..-
L{) 

CO ..-
o 
o 
o 
o 

:t: 
.0 
.s:: 
X 

UJ 
OJ 
C 

·C 
ro 
OJ 
I 
r-.. 
r-.. 
<.0 
o 
CO 
o 



o 
Z 
I-

~ 
(j 
o 
Cl 

Th'l;' UK-a J:t)IificJ 3$ u"d 1 lil dr ~ r:IIhk aIln;" I'lf x&.rd)' In.dcd. achatl;t' 11sn:d LIS. Imd tt\'!'l':macio~ ~jrio, 

!ol'.-og:1\ C'llJlTn .. 'Y fo ......... rd ~'II'1rtactf u,d t\..lure Ct;II'\II'XU. V7.Ut .. ciCHl H bur:d 01'< t'II'UdjusU'd qvotcd ~ rOt idl;:ntcl USoers in 

.. ,r""r r:urkct!. 

Th!:" sa.-unti.."'1 tbnifiai 211.~d ~ ~ prim..ri~. of I\~ IftoIItIl6ty steuricia. Valuacon is bec-d IOn rru.rk"- sund:...rd nlu..Wor. 

re:',iln(~C,1 U!lbj~~ d~I"Ittd casll Bow<. manil. pricing C)f o~ simibJ ttd.at'!~ 1'ht mt:~ ~~lponlC 

~'Tlllfion!o.aM ippua. obt:tino:d rtGm mnnc dau. indu<k bvt aJC tlCt litnil-ro to, inC'e1tR t)(.CI. bond ~ b..uId leTm 

.,.,d co,.diriont.. m:nkl =-cri ... ity. muurity, ash flow ~tiGfls. b.c:nd.nurlr. OJh'n sN! p~~r~. 

Thr: Com}1'rlt h.:u c:n~llliud irs m:I,1kn2b\e debe :Inti c:qui~ 1f(;\U~.u ·:t.ra~lc fof s*"'.and tcpo'" d1C pOrtfollo:lf F.tir 

\~:ac. r"\lr n~rkta.bk ~«urid(' ... the Comp.anl utilittl (N: ~ of ia priauty cunod.i2.n ttl HAst"' ch.: prit:ir.g oi5C'OJritie 

~i,;,; rh.: purptM" of ,"~ng [..it nM. Tht ouw<in", CQlltocu ..... :.ous p-ria ')pes 6Dm ill pti;cihg pt\l"W'i&ct. !'riel typ<:S indtxJ..: 

;.;kl~ Llfl."Il~ lui. t~ool. ::Iond ,uid p'ic~. The pnLa :pc lypiollr un a duse of bruir.c::Js: b:uu. pt~rt:ti 'f'tioe rypa ;;Ife b~ 

lOr, ;ttJri.:tr (n:"lo:o!'fll",n. In mDJlmu~ tlmu""ralun \f):Io -la$ltndlt prier. In t.M ~r:nL an oust:! d.'lC!i ht'll ~O'I'Cill~OT.ed 

;;lJ:t.( I~P; die CUSrnJiA!' will consi4cr thc nat hip;ht"iol p1ia rypc: ~riwd. that nim m d.r prieto ~ hieraf~ .. 

Cr,r.;n ihOH~lCrTn im'CI{mcnu de root qo..WifyU.sccurilia and 11'1! ~.t amo-tila:l. CQ5\ iu cht consolidated ~c ~ 

F:~t dv-sr: insourn~'H.l, rhr- Com~n:r 1x1icva tka{~ is minimal rWc..of mMcrW eNfI&t!& in il'ltert$f n.ta Of (rcdi~ 0..1 the iss«r 

\'th...;' flU( ~rir.nttd {,.'I V':I~e appr04imMI:sany11lJ v:JJuc. 1" ~r t:ltf r~r I'Ibtket CMdicioM. shon-term inYCJImeflU b;l'T 

hem rnm1llUud to otnwcp rf\Wl" i.l slrffici(n(dcm$O.d and tnaintC'NlKeol'"im1er atdil ~'Y:IInd W Cornp~ny I:t~ dc!.OnUncd 

;tJ,JitJtlll31 ~Llm!".enr h n(J( rc;J.uitol ~1x)Jt t~m j",estmcnu ~t ll'1Ctf the dcfi:1i60n bf Jt StQ,riry l.n: J'«~t'(I:it OTim~l.t\l 

f~ir ... ,,11..1': In tbe ,cl'lwlid,lrN &bJ,u Sb«T i. rhe ~~ m,nncr dcsulbcd ~ for ~m;h: tnlttll:tl'l~a rM' tte' d:wird 

.... ithin ClpVofU or ocher rn~01' iM'(SfT'Ii,Cnr d...lacc. 

-... ~ i~ tho: ~u<:: ...... ·ITh all or to.: COn'lpvty', hdd. nu:tl. tht-~ lun.n IQ mdrp~ pzio!t ~s: l"tIa.ny a..a.:t:S at ~hk. For 

liStea..l (~".:Ulili~. Iheir pr:.rtnt:: p"'lJvtd.:n der .... o!t nc:tu.~ dOl£inc; prices ea.:h da, F'o.r thoY th.1 rntit" ~ ,be .:otJtl~ ill prici~ 

))r(I'I,tl,,( dell.:C'I e--'!\l tt ll.O('oru: ~~ld r3il.h Clf'il1)no as to ~I a burn Nt me nwk.ctpGce ",,",",ld raT f¢,. III SCQUiry-typtally In 

Ojl inni"lril.1n:lI rt')\l~ Iof-tn ~ ~JTT"'rak)t bntd on b~~'Ia DepeodiClOf\ ,hc:trpcor$l;t. d-.oa: quo.a01 models: 

~ iroclud(' i"~I.'l;tl !tlpp.litd fir rtw: rustodiiUt 5H d-.e iAdiTidwl lmIa In the Un.enc:: of an lJ.Id.:p:rld!:tl1: !n'LCtAl SOW~. dK 

umcdi.lu J"::"J ~on,~rimd; I~\'\: 14 rely on in~mmt tn~us m mppJ;r price; 

n ..... ~Ct. ... lt;.fitl c:w.,iflfii as Lt"rd?a CDcui.t( of Cd tUn corpora.[tdrilr 1I!Q1ritia. tp«ifially CCI~.wza:t d.::htoblis;tioM.. CMOJ. 

r.~rtgJ~ N('kN 5<:Cl.:w'<,itJ. .-,'\ct hK:l.;cd Ka1ritid. a..nvnon uod; m-.d ahAS'1\.1~ iml~\U. VUlwloft of fN fixed Tmnoir), 

",: .. ;\lrllie i.,I,n,;cJ Lmm.:t~ Jl,:,nOttdvahDfOuntt>c1~u»nli.npllnb~ \W\ ".rutc""t"M"~~'lndc:nlnutil.lnVM.J 

.:.annn'l:c NpfIOrU'd brfn:lrlo.et .... 'mcy::zs wdlOlS r.o~ngbroktt qpcra.. ~~[ 30)1"t\11"10nl.rod prim21r1y COI"rSisuolthc 

C",'Il('>.11":)··J !nytjtrn~r in a lLrrh incot'M reaJ C'SWC fund ~ ~ ~~ ~Jic:aAt ~Wlbk dlf'UT'- The Compant·i 

11[cmni'PC in~mcn(5.:uc' JtCCOt1nttd tOe usinr; the equitY mnbod 2nd ~OO~ iJ b~ em Ole Comp.a.ny', pmp.ml~IC' 

~",(1YI:1 in .he untk:Jyifl!, p~flnC'nmp'r 0: lUnd", ~..:t nlue. which )s d«m.a.I (~;r:pprOOtJm111: £.air .~lk.. 11"1 ~fKC( 

'~!I~ !h<"p~r(l'lc'1'Ship l1c:t b1t'"f Ylhk is dmnnl til dilkr from hUrT;1lu.:-dllt' to iiltquidiry or llthd &elOf'-.. ~:user wal1X' a 

lJiuiIN 1(cordinxl~·. 

I'urdo»o. 
00 00 • .so. l"kf: tramkn 

SutdIk."of ~and inu.4lor 
R....o.I _""""'" 1 ... <) of 

~"'
i.ui-.dcd u. 

an lou '" 
Balu.o: w.r-

u or sUtlllcW lit 
Oc=-iocr 0.<=>00:< 

'!:~-~~~- Net loss' .P.sicioll I.nod 3 31. 2008 31,:zoog 
.----~~-- ----------_ .. _-

c..,rponredd:rt ~W~ ).6)2 L"') (2.ISU1 ~,).Dl ~5.802 (210) 

!::!~2S9 (l2,31!.l1 (1<6) 1<.1671 I >.~ ~2 19.00. I (11.911) 

39.10' (12,7%) f4,305} II.ljOj 16.15; I 112.8;7) 

s ~~.026 161.r;'j 271.117 ! CilQ,lG9 S f?G,G;); 

'~"'tItoHI.!~ ___ ... ~""llol!.lWfw.-.:. ... 
:~~~.~~.ukt,;"~_~ ... ""''''~ __ tnl.'''''~('<oO"r.;. ~"i~ ..... :.ooJ&.h, ............ ~~rr-l5w~ ....... ...,;.. 
fYr.-a...rq~ruJOQ:e.-1:!h.:~~. 

If the inpua used ~ mn.!ure d'le ((IJ~ lru~nt fall, ~ith;l'I dIIfC"l'ent~' of d\.e hi(f"lfC'hy; (he Ol~riuLio.n tt ~ on 

Ll)e lowot k-+d tb:tt ;,; JtguiflOnl 10 ~ fJir ~Ik! 'he\Rkt~l Llf the ift$.C[ulT1tl1t. ~ CAJl'Jr~ny', ~~\n.t'Ill J the: Ji:pUf~ 

0(''P-'rrialbriroptJt'IQlhc&.ird,tCm(lltiltr'C1'nC'flI·l.nitJt1\til''t'ry'rcqll'1.::1~r .. ;U)rjctlf\~~~L>ibcrort.~klrkWil::t. 

Eknh l,b.l<l'nblcaW \U1um.:,.nbf.:: i!".pun nul' be tI..c.I ,[)de-t.d'tn~ne tho:- n;, ,....Juc:p(ptl1:liorl. rh:H rk; CArnp:;tty ~~!iai 

\I;~ ,he Uvd.~ cnqory .. Ala; .mtlT. th!unrolftol pns"Bd Iont$ for in"t:Sci:J b-.ro"';thin!he l<."'l'C'l3ah:f;O~ ~~ 

inw t..Ibb~01%findud.::~jn Fair'J'oI~m;l.l:l.n:1ttnb!Jtcd to bodI ~bk((.g.. chmraiftnuJ'm: itl~ 

1;!~ ;and l1T1(\hIerv...ah((' rc..~, cash f1o¥.. flrof'txtioml inP'iu 

5. LINE OF CREDIT 

Durin: 200&. ml::Cornpany ~~(tJ.nunc.omthitltd SlSO l'1'Ii:I~,., 111\(' orcrt'd.;!:"""-:h ia.l:1I~men[ o,woalOU'l. l!!ldeI tb.c 

v~t. the in~( olJTodiall ~ ~rud to ~ tht Co~:ls con"o[..d.attd f", ... ~ tnt:c"m.e:n'-l en :l. 'Tliar ouis 

joQ iNl tht Cumv".J1y m~ bc,"C/'tV 6.m~ fM ~f.l.l CtHpOnt~ pou~ ¢.! pJ:a...:e !{'"\Ic!"S cr O ... .J.ii .... 'Lht.oul tho:- M,"u..ll~ 

credir tl:Vl~pr'Ot.:m.. TbclfJ1l.»I":IRliuai ~tt" .. oFtht-liD~~ tkj,., .... <!i,:Irncnf<.'l3t~ .. ti'\t'I the 1'knb.~t,.1u ~\., 11~a.rtbti 

liD( if it "SO jn.;li:-.ro.1ht r.-sibbk liM \ot"J.i redtlCc'd m 1\00 m.ilJiQa 3t I)o:.(mlm' 3t.1'llO~, ~ 10 rht i>'s:r!;ll"lCt'of" lettN of 

CTt'C!i,( ~lJ1IdcrWl'~0{WT2riom.."'l D~mbtr 31, '1007, tIM' Co-m.p:v1Y "~d $')0 11'lillinn lWlI..'-bk tlnJe.. In 1lJ"IC00000m;t-.:d 

lip.c of acdil with iu irm::mnc-nl ~1'1. 

6.. AE$E!:I:VE fUND ANt) (SeRO. DEPOSIT 

Under itr ;I\UW"P'O~~ "Ct.. the CDmfUil!)' mtul... » l!lli~C!. "'<VI'lll", 01 rnrt\·~ fund. I\t D ... ~b(r 31. 2008..ud 2007. the 

r~ I"umj ~ 51:50,000, In :ad"J;I~. th." Comrnnr q I'"I:ql';lai lO tlUil'lC~f1;:11 .>750.000 ~ dcpm:ir I~ c.uh) in 

connl:Oion "";th ~I: t1ct~ in rht"Sc':m: o~ l)..;ttw,rc. In I~ nf Ib<- d('.JCJ1oII' d('pm5t.:I ml),OO\) l.r1T~ 01 o~it ~ ~ CWlb. 

iiUl~ ro cumply WM the SaIC' oJDc:r--uc lio::nIinc rcqu;~m¢f'It. Di$1Oi>utions [C pcl~old....'U ~!')Ol he: d«I.ue:d ooroi 

o thct- of thoc SO t:I rc::s, 
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UflO.n th~~,Jc: djll:l..-tint) nr the BMJd of Di,eaors, ~ C-Otnpal'\r an aJI upron dx MembcN far patmcnt "'( ptopnT~~lr 

f('troip«ri~--e ptm1ium adjUStmc'f'lts. irt ",-wir or in part. to ~ b..::s-:and Ir.c rebrrd cxuu incnn'ed. b)I rht Cotnpa'ly ,.~r" 

r~t !!J :l ~i(y r("1r to .hich they ha...: 'JUbtr:ribcd. 

£...:1: inwrcrl U' '0tl.6,,&fl~t1y liable m fhe ~nt .ot ~osp«ti""'C ptemtdm x1.~ b,a,o.i 011 iouCIl)CCtlrOn: in t:ad! 

y~r VndC'f thE:' prinwy. ~cnl3l (IfJ~ -.net CUed pt~n.m,. ~ muimarn a.:IjU1~ft( il dirW b) rm ri~ ;;r1"lt\lJ.alltf'rl 

'floc rl1!Jili~.,. 1)£ thl: Mt;rtlb(:n rot the ~;ft' pmniutn ard;ot1.St~t S:.c Any po5q "/"tIl ~ all J1=I1' afla dw; O'td af th.lt 

~",.f10· '(e:tIlI'lld~ l1ti-or dtman.d ku been n~ 'The Mn'1muTn pvl(ftciol ~'I'C prcmiJl:f'I"I1. ~ o,lIIld b.:: d,cn:.v.d«1 

~y rho..- Cmnp:any:1J' r;f Do:c.~~ 31. hom dvMembtr$or~ ptogurn • .,...,rh ~lQ rN:c;llrTra[ poJ1cy~r. t':tlmpri~ 

htm~!ptOttr~nl 

At:c:.IdL"1'lta.l ou{~ ptcl$ram 
E'.L£ 

1\:lud.gcl'l'\o(nr bel"in°n mlt i~ ~ onlt.kdy chat any .-r~i-Yc prtmntm .d;ustmmts 110'111 be- rcqutrni fer pollcic:s ""NUl' mini; 

~w ~pitcd. Nt:, r~ ... (~vt' p1ernrum .1djbl(lUc:ntj ww:rc: reqlJireJ filr ~ ~ mJtJ Da:Nnbr:/31. 2008;\!'k.i 2007. 

'" It\( r.r,.:-n\3I.;:out'S.c bfbl.Uma... 11M: Compatly ~ J<) rcducz: i'ts n:posul'C ~o lOIk:I fM fItIy:IJ~ by tcit.,wi~ l'l;."tT;Itn k~K 

\')I' li .. k ""it~ Ctho' \nmr~N:: mt~C1lt'jl\lllrr-rt. Sucn rrinQlu.ftccdM not ~ t:ht- Cmnf1'i'"r from lu oblrpricnl fQ 

pf\hc}'ht~!. Ui'ld, ~t m tm 'Xcid~al 0'.J~'"'t ~nd primary ptogn.rru.. tk c;on,pt.A1 !-au 00 rtiI'lN~~ ~ge. 

Unokr dICn;ccu pr",r-lJ't. o.l't'~wzLlbQincd:v asinpc b)-er. SI ~illion ;n~QiSl hiffiofl p.tf si~. 

ir.~ (::1mp:uty ~ ltin.ro.IVlO: {tt,mI l'a(')J1~jJiated en~ IN up ~., Ippto-.lmmfr SlOO miJ~ pa ~~ It 

O:;";Cf1Ib.tr ~ I. !c>us and 20071"N: rid.1 ~Ie: p!iMlltily propeC)' :and nbillLY fat &ciliti~ ~N~ in die 1HA'~ i-ttd~uy u 

well :a: ,trl-.s Nt:an: ,imH:u m me: Comp=;nY'l ~ ~ Auumni p"EmiufN.-rinm iIJ coMeCrion...ru.. ~ zpc-emmn. 

i.~ WO.! :.nJ 2007 wm $31.47~.OOO and. S29.115.0oo. rapt'C1lnly. AslUmd ~ml coarrxtt in tlJtl (l.C'COOI'I..;tt, th.eR-~. 

m~t~ "lC('Jf .531_841.000 in :ZOOS :lfIIJ S3'.J78.000 ;)\ lOO7. 

Tire C,.lOlPi4:'1_Y unum:d rf;imuu.n~ ~ th~ CQn\"'tll.rio,ul prlo>ptftt p~ Qriu Irwkr1;Ixf InM=!J.. 5lKh asNmn:i ,dsw,
,1,1.:<: 't1.":15 wr;Utll .. :m 3 quot) .l\:lrc ~Jil ~d tile- 1'N,wirr.um l~rni( ~ W'Clrimatd, $300 mill-Nn pu ~\JHtnce.. Prt-rniums. 

.... ~il H7I ;:1 t:Qn.nt'r;tll)T1 .-i,h ',",11 :t9(rT'n(:l"1t in 2008:1one! 2007 -....trt S23,().ii.000 ~nd S'2'S.9lS.000. -npeaM:fy. rrvnit.un$ 

~11\cd i1'l conntc1ian. ... -i{h fhi~ ~~tMt'.eaf W~ S'23J7S.000 m 2D08lM' S17.~2·;'f)()(l U'l 2001. 

9. U>lPAIO lOSS£S ~ND lOSS AOJUSTioIEt'r £X1'[NS~S 

6~Ulc:euJ:I~,.1 

I~rrtd~ttdttl~ 

Curtent~Ct1 

'?:lid r...uccd to: 

CLU~()"nI 

lwI ;,nd L..:w: ~t ~ ~1u&!.:md on hoth Dirco:1'J.ttd ~ Rcint:IJr.l1')r,,"t: tr.u.in-cu. Thc:rc: ~ no ~ 

udffl to rcitlAlrtf$.1M: k\s..c W 1tt..'I"'! ~I nptn!ot:f r",! t""inr)"tlilrS increLd.l,y S~.3!7.000 lC'loCi $31.789.000 chili", 

100!2.nci 2007, "'""9~,.(;ly.~ -...v~\)I;:U' \~~\n"qo\~11 'T'\d ~tOfpTt~)J '!t:2td:titnj,,~ 1e«~A:2ddiOOlltJ 

inlOma60n u ~I.l' I dtaca.u:: m. eN tuirmft of IIN'R lopcs fOr priot :.aidmr ~.,..m 

ln ~flTtbec 2008-. a Mm1b~ reponm:a pUn! shur do>.-n dl!!' ('Q OJrblrw: 'rib.raUor.t. l.it:d)' 01.IJ«3 b1 bLad< ru.,~ ..... hidl 

~~ irI <i fin!:: 01\ mt M«:ttB: l~ nil: cquipmeru:. wu:ti If! the- tl.I.rbil1~ tn..i!d"mJ,. U ~u:.nd isolunt f,om 

the rmclQl' rt:K1£lr. ~ tufbine JIOI,(l.("l tl'l", c.w~ the <ril-.!<iti-oon WC1t' il1sr"Iled i,., 2006 '1nd :UC' wlTh-fn 1M w:odof'{ W1rT~~ 
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fi~l1C~ tkti.ion ~1'ttCcJ .. And «1JIoONtJ'2Ud &nanciaJ aaouhhlMl.". We:wtU InIUnam I)U.r p~nnd ~ 
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DOCKET NO. 080677-EI AND DOCKET NO. 090130-EI 
DECEMBER 12, 2008, NEIL LETIER 

KIMOUSDAHL 
LATE FILED EXHIBIT NO.8, PAGE 33 of 33 

LETTER FROM NEIL 
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Late-Filed Exhibit 1-Pimentel Deposition - Supplemental 

Florida Invflstor Owned Utility 
Issuer and Short·Term Credit Ratings 

Florida Power & Light Company 
Issuer Credit Rating 
Short-Term Credit Rating 

Progress Energy Florida 
Issuer Credit Rating 
Short-T enn Credit Rating 

Tampa Elec:tric Company 
Issuer Credit Rating 
Short-Term Credit Rating 

Gulf Power Company 
Issuer CrE!dit Rating 
Short·Term Credit Rating 

Moody's 

A1 
P-1 

A3 
P-2 

Baa1 
nla 

A2 
P-1 

Source: Moody's, Standard & Poor's and Fitch Ratings websiles 

Standard & Poor's Fitch Ratings 

A A 
A·1 F·1 

BBB+ A-
A·2 F-1 

BBB BBB 
A·2 F-2 

A A-
A·1 F-1 
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Exhibit 3 - Commercial Operation Date of Florida Power & Light's Nuclear Units 

Nuclear Unit 
Turkey Point 3 
Turkey Point 4 
St. Lude 1 
St. Lw;ie 2 

Commercial Operation Date 
December 1972 
September 1973 
December 1976 
August 1983 
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Pimentel Deposition: Exhibit 4 
ANALYSIS OF FPL'S COST OF CAPITAL VERSUS TEeo's COST OF CAPITAL 

($000'8) 

FPL 2010 COC AS FILED AMOUNT RATIO COST RATE WTDCOC 

LONG-TERM DEBT 5,377,787 31.52% 5.55% 1,75% 

PREFERRED STOCK 0 0,00% 0.00% 0.00% 

COMMON EQUITY 8,178,980 47,93% 12.50% 5,99% 

SHORT-TERM DEBT 161,857 0,95% 2.96% 0.03% 

CUSTOMER DEPOSITS 564,652 3,31% 5.98% 0,20% 

INVESTMENT TAX CREDITS 56,963 0.33% 9,74% 0.03% 

DEFERRED INCOME TAX 2,723,327 15.96% 0,00% 0.00% 

WEIGHTED COST OF CAPITAL 17,063,567 100.00% a.ooo/. 

FPL 2010 cae AS ADJUSTED' AMOUNT RATIO CaSTRATE wrDCOC 

LONG-TERM DEBT 5,295,857 31.57% 5,55% 1,75% 
PREFERRED STOCK 0 0.00% 0.00% 0.00% 

COMMON EQU ITY 7,885,346 47.00% 12,50% 5,87% 
SHORT-TERM DEBT 156,023 0.93% 2,96% 0,03% 
CUSTOMER DEPOSITS 544,390 3.24% 5,98% 0,19% 
INVESTMENT TAX CREDITS 5,426 0.03% 9.71% 0,00% 
DEFERRED INCOME TAX 2,890,553 17,23% 0.00% 0,00% 

WEIGHTED COST OF CAPITAL 16,777,595 100.00% 7,85% 

TECO COC PER FINAL ORDER AMOUNT RATIO COST RATE WTDCOC 
LONG-TERM DEBT 1,384,999 40.29% 6,80% 2,74% 
PREFERRED ~;TOCK 0 0.00% 0,00% 0,00% 
COMMON EQUITY 1,832,612 47.49% 11.25% 5.34% 
SHORT-TERM DEBT 7,905 0.23% 2,75% 0,01% 
CUSTOMER DEPOSITS 99,502 2,69% 6,07% 0.18% 
INVESTMENT TAX CREDITS 8,964 0,26% 9.21% 0.02% 
DEFERRED INCOME TAX 303,629 8,83% 0.00% 0.00% 

WEIOHl"ED COST OF CAPITAL 3,437,611 100,00% 8.29% 

'AS ADJUSTED PER REBUTTAL EXHIBIT KO-16 

PRE-TAX COC 

1.75% 
0,00% 
9.75% 
0,03% 
0.20% 
0,05% 
0,00% 

11,78% 

PRE-TAX COC 

1.75% 
0,00% 
9,56% 
0,03% 
0,19% 
0,00% 
0.00% 

11.54% 

PRE-TAX CDC 

2,74% 
0,00% 
8.70% 
0,01% 
0.10% 
0,03% 
0.00% 

11.65% 
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Criteria I Corporates I General: 

Criteria Methodology: Business 
Risk/Financial Risk Matrix 
Expanded 
Primary Credil AnalysIs; 
Solomon B Samson. New York (1 ) 212-438-7653; soUamson@standardandpoors.com 
Emmanuel Dubois-Pclerin. Paris (33) 1-4420-6673; crnmanuel_dubois-pelerin@standardandpoors .com 

Table Of Contents 

Business Risk/Financial Risk Framework 

Updated Matrix 

financial Benchmarks 

How To Use The Matrix--And Its Limitations 

Related Articles 

www.slandardandpoors.com/ralingsdirecl 
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Criteria I Corporates I General: 

Criteria Methodology: Business Risk/Financial 
Risk ~Matrix Expanded 
(Editor's Note: In the previous version of this article published on May 26, certain of the rating outcomes in the 

table 1 matrix were missated. A corrected version follows.) 

Standard & Poor's Ratings Services is refining its methodology for corporate ratings related to its business 

risk/financial risk matrix, which we published as part of 2008 Corporate Ratings Criteria on April 15, 2008, on 

RatingsDirect at www.ratingsdirect.com and Standard & Poor's Web site at www.standardandpoors.com. 

This article amends and supersedes the criteria as published in Corporate Ratings Criteria, page 21, and the articles 

listed in the" Related Articles" section at the end of this report. 

This article i, part of a broad st:ries of measures announced last year to enhance our governance, analytics, 

dissemination of information, and investor education initiatives. These initiatives arc aimed at augmenting our 

indt:pendence, strengthening the rating process, and increasing our transparency to better serve the global markets. 

We introduced the business risk/financial risk matrix four years ago. The relationships depicted in the matrix 

represent an essential clement of our corporate analytical methodology. 

We are now expanding the matrix, by adding one category to both business and financial risks (sec table 1). As a 

result, the matrix allows for greater differentiation regarding companies rated lower than investment grade (i.e., 'BB' 

and below). 

Table 1 

Business And Financial Risk Profile Matrix 

Business Risk Profile Financial Risk Profile 

Minimal Modest Intermediate Si9nificant A99ressive HighlV Leveraged 
Excellent AAA AA A A· BBI3 
Strong AA A A· BBB BB BB· 
Satisfactory A· BBBt BBB BBt BB· Bt 
Fair BBB· BBt BB BB- B 
Weak BB BB· Bt B· 
Vulnerable Bt B CCCt 
These rating out:omes are shown for gUidance purpo,es only. Actual rating should be within one notch of indicated rating outcomes. 

The rating outcomes refer to issuer credit ratings. The ratings indicated in each cell of the matrix arc the midpoints 

of a range of likely rating possibilities. This range would ordinarily span one notch above and below the indicated 

rating. 

Standard & Poor's RatingsDirect I May 27.2009 

Sti.lnd<HU &: Poor's ,\II rights reserved, No reprint or dlSSelTlIllltllOn without S&P's permission. See Terms of Use/DlscliUIl1CJ on Ihnlast page 
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Criteria I Corporates I General: Criteria Methodology: Business Risk/Financial Risk Matrix expanded 

Business Risk/Financial Risk Framework 
Our corporate analytical methodology organizes the analytical prOi.:ess according to a common framework, and it 

divides the task into several categories so that all salient issues are considered. The first categories involve 

fundamental business analysis; the financial analysis categories follow. 

Our ratings analysis starts with the assessment of the business and competitive profile of the company. Two 

companies with identical financial metrics can be rated very differently, to the extent that their business challenges 

and prospect" differ. The categories underlying our business and financial risk assessments are: 

Business risk 

• Country risk 

• Industry fisk 

• Comprtitive position 

• Profitability/Peer group comparisons 

Financial risk 

• Accounting 

• financial governance and policies/risk tolerance 

• Cash flow adequacy 

• Capital structure/asset protection 

• Liquidity/short-term factors 

We do not have any predetermined weights for these catcgories. The significance of spccific factors varies from 

situation to :;ituation. 

Updated Matrix 

We developed the matrix to make explicit the rating outcomes that are typical for various business risk/financial risk 

combinations. It illustrates the relationship of business and financial risk profiles to the issuer credit rating. 

We tend to weight business risk slightly more than financial risk when differentiating among investment-grade 

ratings. Con versely, we place slightly more weight on financial risk for speculative-grade issuers (see table 1, again). 

There also i~; a subtle compounding effect when both business risk and financial risk are aligned at extremes (i.e., 

excellent/minimal and vulnerable/highly leveraged.) 

The new, mo)rc granular version of the matrix represents a rcfinement--not any change in rating critl:ria or 

slanJarJs--8nd, consequently, holds no implications for any changes to existing ratings. However, the expanded 

matrix should enhance the transparency of the analytical process. 

Financial Benchmarks 

www.standnrdandpoors.com/ratingsdirect 

Swndilld /!; IJ(){)f'S /\11 ngills reservf!d No l~prll11 or dissernll1tJliun Without S&P's permiSSion See lerrns of Use/Disclaimer on the last pClge 
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Criteria I Corporates I General: Crileria Methodology: Business Risk/Financial Risk Matrix Expanded 

Table 2 

Financial Ris* Indicative Ratios ICorporates) 

FFO/Debt (%) Oebt/EBITDA (x) Debt/Caeital (%) 

Minimal greater than 60 less than 1.5 less than 25 

Modest 45-60 1.5-2 25-35 

Intermediate 30-45 2-3 35-45 

Significant LO-30 3-4 45-50 

Aggressive 1270 45 50-60 

Highly Leveraged less than 12 greater than 5 greater than 60 

How To Usc The Matrix--And Its Limitations 
The rating matrix indicative outcomes arc what we typically observe--but are not meant to be precise indications or 

guarantees of future rating opinions. Positive and negative nuances in our analysis may lL:ad to a notch higher or 

lower than the outcomes indicated in the various cells of the matrix. 

In certain situations there may be specific, overarching risks that are outside the standard framework, e.g., a 

liquidity crisis, major litigation, or large acquisition. This often is the case regarding credits at the lowest end of the 

credit spcctrum--i.e., the 'CCC' category and lower. These ratings, by definition, reflect some impending crisis or 

acute vulnerability, and the balanced approach that underlies the matrix framework just docs not lend itself to such 

situations. 

Similarly, some matrix cells are blank because the underlying combinations are highly unusual--and presumably 

would involve complicated factors and analysis. 

The following hypothetical example illustrates how the tables can be used to better understand our rating process 

(see tables 1 and 2). 

We believe that Company ABC has a satisfactory business risk profile, typical of a low investment-grade industrial 

issuer. If we believed its financial risk were intermediate, the expected rating outcome should be within one notch of 

'BBB'. ABC, ratios of cash flow to debt (35%) and debt leverage (total debt to EBlTDA of 2.5x) are indeed 

characteristi: of intermediate financial risk. 

It might be possible for Company ABC to be upgraded to the 'A' category by, for example, reducing its debt burden 

to the point that financial risk is viewed as minimal. funds from operations (fFO) to debt of more than 60% and 

dcbt to EBITDA of only 1.5x would, in most cases, indicate minimal. 

Conversely, ABC: lTlay choose to become more financially aggrcssive--perhaps it decides to reward shareholders by 

borrowing to repurchase its stock. It is possible that the company may fall into the 'BE' category if we view its 

financial risk as significant. FFO to debt of 20'/(, and debt to EBlTDA 4x would, in our view, typify the significant 

financial risk category. 

Still, it is essential to realize that the financial benchmarks are guidelines, neither gospel nor guarantees. They can 

vary in nomtandard cases: For example, if a company's financialmcasures exhibit very little volatility, benchmarks 

may be somewhat more relaxed. 

Standard & Poor's RatingsDirect I May 27,2009 
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Criteria I Corporates I General: Criteria Methodolo!?y: Business Risk/Financial Risk Matrix Expanded 

M o reover, our asses sm ent of financial risk is not as simplistic as looking at a few ratios. It encompasses: 

• a view of accounting and disclosure practices; 

• a view of corporate governance, financial policies, and ri sk to lera nce; 

• the degree of capita l intensity, fl exibility regarding capital expenditures and other cash needs, including 

acqu isitions and shareho lder distributions; and 

• various aspect~ of liquidity--including the risk of refin ancing near-term maturities. 

T he matrix addresses a company's standalone credit profile, and does not take acco unt of externa l influences, w hich 

wo uld pertain in the case of gove rnment-related entities or subsidiaries that in our view may benefit or suffer from 

affiliation with a stronger or weaker group. The matrix refers only to local-currency ratings, rather than 

foreign-currency ratings, which incorporate additional tra nsfer and convertibility risks . Finally, the matrix docs not 

apply to proj ~ct financ e o r corporate securitizations. 

Related Articles 

Industr ia ls' fl.usiness Risk/Financial Risk Matrix--A Fundamental Perspective On Corpo rate Ratings, published Apri l 

7, 2005, 0 11 RatingsDirecr. 

www.standardandpoors.com/ratingsdirect 5 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition for increase in 
rates by Florida Power & Light 
Company. 

DOCKET NO. 080677-EI 
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PROCEEDINGS 1 

2 

3 

MS. HARTMAN: I think we're ready to swear In 

the witness now. 

4 Thereupon, 

5 MARLENE SANTOS 

6 was called as a witness, having been first duly sworn, 

7 was examined and testified as follows: 

8 EXAMINATlOO 

9 BY MS. HARiMAN: 

10 Q Good morning, Ms. Santos. How are you? 

11 A Good morning. Good, thank you. 

12 Q Ms. Santos, my name lS Jean Hartman and I'm an 

13 attorney with the Florida Public Service Commission and 

14 I'll be asking you some questions this morning with 

15 regard to testimony and discovery responses filed in 

16 Commission Docket 080677-EI, the FP&L rate case. You're 

17 familiar with your testimony in this docket; is that 

18 correct? 

19 A Yes, I am. 

20 Q Okay. And will you -- will you please let me 

21 know if my questions are unclear to you or if you need 

22 me to restate them? 

23 A Sure. 

24 Q And if you need a break, will you please let 

25 me know? 
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1 

2 

3 

4 

5 

6 

7 

A 

Q 

Yes, definitely. 

And you have 

MS. HAR~: I'm sorry. Did someone just 

join the line? 

MR. BUTLER: Did anyone join? We can't tell 

if anyone dropped off. 

MS. HAR~: Yeah. 

8 BY MS. HAR~: 

9 Q Ms. Santos, do you have copies of your do 

10 you have a copy of your testimony that you filed in this 

11 docket in front of you? 

12 A Are you referring to the direct testimony or 

13 rebuttal or both? 

14 

15 

16 

Q 

A 

Q 

I'm referring to both. 

Yes, I do. 

Okay. Could you -- could you go ahead and 

17 please state your full name again and please give me 

18 your business address? 

19 

20 

21 

22 

23 

24 

25 

9250 

A 

West 

Q 

A 

Q 

A 

Q 

My name is Marlene Santos and my address is 

Flagler Street, Miami, Florida. 

And with whom are you employed? 

(Inaudible. ) 

I'm sorry. We couldn't hear. 

I'm employed by Florida Power & Light. 

And could you please state your job title? 
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1 A My job title is vice president of customer 

2 servlce. 

3 Q Okay. Could you please describe, generally 

4 

5 

6 

7 

8 

9 

10 

11 

describe for me your responsibilities in that position? 

A Sure. As vice president of customer service I 

oversee and have responsibility for several functions, 

and the functions that I oversee include billing, 

payment processing, customer care. I have 

responsibility for interface with our large customers 

and metering services and collections. 

Q I'm sorry, what -- after metering services did 

12 you 

13 

14 

15 

16 

17 

18 

19 

A 

Q 

And credit and collections. 

Okay. And in this -- and in the capacity and 

as vice president, you -- you caused -- in that capacity 

you caused testimony exhibits to be filed in this rate 

case; is that correct? 

A Yes, I did. 

Q Great. Are you responsible for the 

20 implementation of advanced metering infrastructure? 

21 

22 

A 

Q 

Yes, I am. 

Okay. And I'm going to say AMI in the future 

23 instead of advanced metering infrastructure. Does that 

24 make sense to you? 

25 A That makes a lot of sense. I'll do the same. 
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1 Q Okay. Can you explain AMI to me, or -- I'm 

2 sorry. What is AMI? 

3 A AMI is a long-term project that we are ln an 

4 early stage where we are going to be putting advanced 

5 meters in -- they're also called smart meters, in all of 

6 our residential customers' homes and smart meters, which 

7 will 

8 Q I'm sorry, Ms. Santos. For some reason the 

9 phone line faded out. 

10 A Okay. You're having trouble hearing me? 

11 Q I am. And I'm just trying to talk to the 

12 court reporter for a second and try to identify where we 

13 lost you. 

14 Okay. We lost you right after the part 

15 putting smart meters in residential customers' homes. 

16 A So we will be installing smart meters in 

17 residential customers' homes and small-medium customer 

18 businesses. The meters will have two-way communications 

19 and will be able to remotely read them. We'll be able 

20 to remotely connect and disconnect service. And that's 

21 the main functionality that the meters will have. 

22 In my testimony I provide our deployment 

23 schedule and a high level estimate of the cost that we 

24 will expect to incur. 

25 Q And what constitutes full implementation of 
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1 AMI for FPL? 

2 A Full implementation. I need you to clarify 

3 that question. I mean, full implementation can mean 

4 when we're finished with the implementation, which we 

5 expect will be sometime in the year 2013. And that 

6 would be when all the meters have been installed 

7 throughout our service territory and all the systems and 

8 process and policies would be in place within the 

9 program. 

10 Q And can you tell me, what are FPL's full-time 

11 total costs for AMI from 2009 through 2013? 

12 A The costs for AMI are broken down into both 

13 capital and O&M. And the capital costs that we are 

14 estimating for 2009 is 44 million, for 2010 is 

15 169 million, 2011 is 159 million, 2012 is 152 million, 

16 2013 is 122 million, for a total between '09 and 2013 of 

17 645 million. 

18 On the operating and maintenance side, I want 

19 to ask you a clarifying question. Because on the O&M 

20 side, I can either quote you the O&M expenses or I can 

21 quote you -- maybe you want both, the O&M and the 

22 savings associated with the project, because the project 

23 has both O&M expenses and O&M savings. So how would you 

24 like me to provide that information to you? Do you want 

25 me to break it out into the two pieces? 
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1 Q Yes, please. 

2 A All right. So the O&M expenses for 2009 are 

3 2.3 million, for 2010 is 6.9 million, 2011 is 

4 8.9 million, 2012 is 11.9 million, 2013 is 10.5 million, 

5 for a total in that period of 40.4 million. We also 

6 expect to have, as I mentioned, O&M savings, and the 

7 savings that we're expecting in 2009 are .2 million; 1n 

8 2010,.4 million; in 2011, 4.7 million; 2012, 

9 18.2 million; 2013, 30.4 million; for a total 1n that 

10 period of 53.9 million. 

11 Q Ms. Santos, once AMI is fully implemented, and 

12 by that we mean once all of the AMI meters are 

13 installed, what will FPL's annual savings be? 

14 A Yes, we're estimating -- the number that I'm 

15 going to give you 1S the number, the savings that we're 

16 estimating in 2014. So by 2014, you know, all the 

17 meters will be in place, we'll have all the systems, as 

18 I explained earlier, and I believe I answered that in a 

19 interrogatory, and I mentioned that it was 1n South 

20 Florida Hospital's fifth set, No. 243, and we said there 

21 was approximately $36 million annually. The exact 

22 the more exact figure is 36.9 million. 

23 Q Okay. And I believe you said that happens 1n 

24 year 2014? 

25 A 2014. That is correct. 
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1 Q Could you please explain to me how the savings 

2 are reflected in rates? 

3 MR. BUTLER: Sorry. Rates. You mean current 

4 

5 

6 

7 

8 

9 

10 

11 

rates or in our proposed, you know, our test year 

proposal? 

BY MS. HAR'lMAN: 

Q In your test year proposals. 

A They would -- the savings -- I mean, all the 

costs that I mentioned 1n 2009, 2010, and 2011, along 

with the savings, were are reflected in the forecast 

that 1S included in our filing. 

12 MS. HAR'lMAN: I'm sorry. We need a second. 

13 BY MS. HAR'lMAN: 

14 Q Ms. Santos, since net savings are not realized 

15 in a test year, how will customers realize savings from 

16 the AMI implementation after 2010? 

17 A You're saying after 2010 how will customers 

18 realize savings; is that what you -- what your question 

19 

20 

21 

22 

is? 

Q Yes, it 1S. 

A Well, I mean, there's two p1eces. I mean, 

this project has quantitative benefits and qualitative 

23 benefits. So the savings that I enumerated to you 

24 earlier were the quantitative benefits. But our 

25 customers, you know, after the test year, and actually 
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1 throughout the test -- during the test year and, you 

2 know, as we speak now with the meters that we have 

3 already installed, you know, will be receiving lots of 

4 qualitative benefits, because the AMI meters allow 

5 customers to be able to understand their energy 

6 consumption, and a customer needs to know much they're 

7 using on a monthly basis. And with these meters they 

8 will be able to understand how much they're using every 

9 day, and not only every day but every hour, so they'll 

10 be able to understand how they're using energy as a 

11 result of these meters. And the systems that we will be 

12 integrating, we will be able to detect outages more 

13 quickly. We'll be able to reduce estimated bills. We 

14 won't have to go into customer's homes. So there's a 

15 myriad of benefits that our customers will be receiving 

16 as a result of this project. 

17 

18 

19 

20 

21 

22 

23 

Q Ms. Santos, would those benefits apply to a 

customer who has not yet received an AMI meter? 

A Say that agin. I'm sorry. These benefits 

would not 

Q Would they apply to a customer who has not yet 

received an AMI meter? 

A No. The benefits that I mentioned are for 

24 customers once they receive the AMI meter. Those are 

25 the benefits of us doing this project. 
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1 

2 

3 

4 

5 

6 

Q Will AMI lead to more automation and a reduced 

number of calls to the customer care centers? 

A Yes. We are expecting that the calls will be 

reduced, and actually that has been factored into the 

savings numbers that I provided to you earlier. 

Q Is FPL planning to reduce the number of 

7 employees located in the customer care centers as a 

8 result? 

9 A We have taken some employee savings in the 

10 care center as a result of this project. 

11 Q I'm sorry. Can you 

12 A You didn't hear me? 

13 Q No. Can you just answer the question? Is FPL 

14 planning to reduce the number of employees? 

15 A Yes. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q By how many? 

A You're only specifically asking me for the 

care center employees? 

Q Well, can you tell me how many -- how many 

employees FPL is planning to reduce as the result of 

implementation for AMI? 

A Okay. Yes. Just give me a minute. So you're 

interested in knowing all of the how many in total 

employees we're expecting to reduce as a result of AMI; 

is that correct? 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q That is correct. 

A Okay. Because you were going down the care 

center, and actually the care center is a very small 

piece of that. So if you just give me a minute, I'll 

get you that information. 

And you're interested in test year or the 

whole time after implementation? 

Q The whole time. 

A Once everything is implemented, about 654 

employees. 

Q 654? 

A Is the reduction. You need to note that we 

will also be adding some employees because of AMI. So 

what I'm telling you is the number of employee that will 

be reduced, the functions that will go away. What you 

also need to note is that we also will be adding 

employees, because now we'll be having, you know, this 

automated network that we will need to manage. So it's 

a whole new -- it's a different way of doing business, 

so you have, you know, some functions that you no longer 

need but then you have now new functions that you need. 

The 654 is what would be reduced, the types of -- the 

functions that would be reduced. 

Q And when will the 654, when will that 

reduction begin, what year? 
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1 

2 

3 

A 

begins 

Q 

The reduction begins -- well, actually it 

that number is the number beginning in 2009. 

Can you give -- do you have reduction by year? 

4 A Yes, I do. 

5 Q Could you please give that to me? 

6 A Sure. Okay. In 2009 we're expecting 

7 9-and-a-half employees. The numbers that I'm quoting 

8 you are what we call full-time equivalents, FTEs. In 

9 2010, 51.9; in 2011, 104.9; 2012, 211.9; in 2013, 222.6; 

10 2014, 53.5. And that should total to 654.2. 

11 Q And, Ms. Santos, I also believe you mentioned 

12 that as a result of AMI FPL might be hiring new 

13 employees as a result of new needs with regard to the 

14 new technology; is that correct? 

15 A That is correct. 

16 Q Do you also have a similar breakout by year of 

17 new employees that FPL plans to hire for AMI metering? 

18 A Yes, I do. 

19 Q Could you give me those numbers by year also, 

20 please? 

21 A Sure. 2009, it's 29.5; 2010, it's 17.9; 2011 

22 1S 26; 2012 is 3.3. Then this gets tricky, because in 

23 2013 and 2014 some of those positions go away, so then 

24 I'm going to give you negative numbers actually in 2013. 

25 It's a negative 4.6, and in 2014 is a negative 40.8. 
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1 And so the cumulative during that time period is 31.4. 

2 And just so you know what's going on, is you 

3 know, for the deployment, as we're deploying, some of 

4 those new employees are part of a deployment team, and 

5 then, you know, that is reduced as the years go out. 

6 Q Ms. Santos, does the 654 number that you 

7 quoted to me, does that incorporate the second set of 

8 new employees, or is that separate and apart? 

9 

10 

11 

A 

Q 

A 

They're separate and apart. 

Thanks. 

So we will be -- the way that we looked at it 

12 lS so existing positions, so the 654, you know, existing 

13 positions that will be reduced, and then the numbers, 

14 the one that was the cumulative 31.4 is new positions 

15 that come up as a result of the project. So you would 

16 need to net those two if you want to have, you know, the 

17 net impact. 

18 

19 

20 

21 

22 

23 

24 

25 

Q 

A 

Q 

available 

A 

Q 

of Energy. 

A 

We need a minute. Please hold on. 

Sure. 

Ms. Santos, are you familiar with the grants 

from the Department of Energy for smart grids? 

Yes, I certainly am. 

And I may be saying OOE instead of Department 

Is that okay with you? 

Yes, that's perfect. 
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1 

2 

3 

4 

5 

6 

7 

8 

Q Okay. Has FPL applied for grant money from 

DOE for smart meters? 

A Yes, we did. 

Q And are there two -- well, are there two 

different types of grants available for -- for smart 

grids from DOE; do you know? 

A 

Q 

Yes. 

Okay. Are the two different types smart -- a 

9 smart grid demonstration project and then also a smart 

10 grid investment plan, or small grant investment plan? 

11 

12 

A 

Q 

13 grants? 

14 

15 

16 

17 

A 

Q 

A 

Q 

Yes. 

Okay. Has FPL applied for grant -- for both 

No, we did not. 

Okay. Which -- go ahead. 

Just one of the grants. 

I'm sorry. Can you tell me which -- which 

18 grant FPL applied for? 

19 A We applied for the Smart Grid Investment 

20 Grant. 

21 Q Ms. Santos, let me clarify something. FPL did 

22 not apply for the Smart Grid Demonstration Project 

23 Grant; is that correct? 

24 

25 

A 

Q 

That is correct. 

Okay. FPL only applied for the Smart Grid 
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1 

2 

3 

4 

5 

6 

7 

8 

Investment Grant? 

A That is correct. 

Q Okay. How much -- how much money, grant money 

did FPL request for the grant that it applied for? 

A We requested $200 million. 

Q Do you -- do you know if your grant request 

has been awarded? 

A Yes, I do. It has not. We have not received 

9 any information from the DOE to date, and do not expect 

10 that, you know, to occur until probably the late 

11 

12 

13 

14 

15 

16 

17 

18 

19 

October, early November time period. 

Q Of 2009? Of this year? 

A Yes. That's the expectation. I mean, you 

know, anything can happen, but that's the expectation we 

received from the information the DOE has put out. 

Q And when -- and when would those -- those 

funds -- if awarded, when would those funds become 

available to FPL? 

A If awarded, the way that it would work is that 

20 as we, you know, start the project that we laid out In 

21 the grant proposal, you know, we would essentially bill, 

22 if you will, the DOE as we spend the money, and they 

23 will reimburse us for that -- those expenditures. 

24 Q What what time periods are we talking 

25 about? 
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1 

2 

3 

A The grant that we filed is for the 2010 and 

2011 time period. 

Q Do you know if the grant money will be used to 

4 offset money ln rate base? 

5 A Yes. It will not. Let me clarify that. When 

6 you said base rates, I'm assuming that you mean the 

7 monies that we put in our forecast in the filing, you 

8 know, that you have. And the money -- the grant that we 

9 have requested is for projects that are incremental to 

10 the projects that are included in our forecasted request 

11 ln front of the PSC. 

12 Q I'm sorry, Ms. Santos, could you please 

13 clarify that for me? 

14 A Sure. I'll try it -- I'll try it one more 

15 time. We have requested from the DOE $200 million ln 

16 

17 

18 

19 

20 

21 

funding for projects that are incremental, the AMI 

dollars that we have included in the rate case forecast. 

So would you like me to expand on that some more? 

Q Yes, please. 

A Sure. So, for example, the $200 million 

includes approximately $79 million for transmission and 

22 substation intelligence types of work. So it's really 

23 around the transmission system and making that smarter. 

24 It also includes about $40 million for the distribution 

25 system, and there is things like automated feeder 
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1 switches and those types of things to add intelligence 

2 to the distribution system. Those two pieces are not at 

3 all included in the rate case forecast. 

4 It also includes 61 approximately 

5 $61 million for AMI, but the AMI that that $61 million 

6 lS related to is incremental to what is in our forecast. 

7 It includes two pieces. One of the pieces is about 

8 85,000 or so commercial, large commercial meters that we 

9 would be installing in Miami-Dade County, and that 

10 would -- that is not in the rate case forecast. It also 

11 includes the acceleration of 150,000 meters in 2010 

12 of each year, 2010 and 2011. So a total of 300,000 

13 additional meters that we would be installing in our 

14 service territory that also is not included in the rate 

15 case forecast. And that includes some small dollars, 

16 smaller dollars for enhancements to a web portal and 

17 things like that. 

18 So all those things that I talked about are 

19 not included in the rate case forecast. 

20 MS. HAR~: John, could we please get a 

21 late-filed exhibit with the breakout of the grant 

22 fund, so we can kind of see what is -- what is 

23 going to be In -- in the -- what's included in the 

24 test years and what isn't in terms of these grant 

25 monies? 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

THE WITNESS: We will be glad to -- I mean, 

John, go ahead. I'm sorry. We will be glad to do 

that. But just so that you know, in the grant 

which we provided, I do not remember what POD that 

was or interrogatory, but we did provide you with a 

copy of our grant application. And in that grant 

application there's a very nlce chart that lays 

this out in exactly the, you know, the detail I 

gave you. And we will be glad to provide that to 

you. 

MR. BUTLER: We can just give it as a 

Late-Filed Exhibit 1. 

MS. HARTMAN: Great. Thank you. But will 

that -- will that portion explain what goes into 

rate base? I know it --

MR. BUTLER : Yeah. 

MS. HARTMAN: -- it has a breakout. But will 

we be able to identify it in 

THE WITNESS: Well, the piece that I'm telling 

you, the AMI piece, is the one that -- well, 

none -- none of it actually is in the rate case 

forecast. The entire $200 million that we're 

requesting is not in the rate case forecast. 

MR. BUTLER: So I guess, Jean, we're going to 

that point. This won't have on it what is going ln 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

rate base. See, that's not what was subject to the 

grant application. So this will show the breakdown 

of the subject to the grant application, just with 

the understanding, as Ms. Santos has testified, 

none of that is what is included in the rate base 

request. We'll show that -- I mean, we'll show 

each of the pieces that is in the grant application 

on this exhibit. 

(Late-Filed Exhibit No.1 was identified.) 

MS. HAR~: Okay. Thank you. 

MR. BUTLER: Certainl y . 

MS. HAR~: Can we pause for a second, 

please? 

MR. BUTLER: Sure. 

15 (Off the record.) 

16 BY MS. HAR~: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Okay. We're back. 

Ms. Santos, does FPL have any discretion about 

how the grant money is applied? 

A We had laid out to the DOE how -- you know, 

how we plan to spend the money and they'll be making the 

decision on granting us the money. So, I mean, I would 

think that, you know, they would expect us to do, you 

know, what we laid out in the grant. 

I mean, we filed it, you know, this way, 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

because if you read everything from the DOE, the purpose 

is really to stimulate investment. It's really to do 

new things, incremental things. It's really not to pay 

you for things that you were already doing, because that 

wouldn't stimulate the economy. So -- you know, because 

we felt really what the DOE was looking for. 

Q Thank you. Could you please refer to page 4 

of your direct testimony, page 4, line 11 through 14, 

and let me know when you're there, please? 

MR. BUTLER: This is the part that starts "our 

field operation group"? 

MS. HARDmN: Exactly. 

A I'm there. 

BY MS. HAR~: 

Q 

A 

Could you please read that line for me? 

Line 11 through 14? 

Q Yes. 

A Okay. "Our field operation group provides 

face-to-face services and has recently implemented a new 

system to reduce the average speed of appointment time 

to meet with the customer and improve the overall 

interaction." 

Q Will the reduced appointment time result ln 

24 reduced cost? 

25 A Yes, the reduced appointment time was -- is € 
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1 something that will reduce cost. You know, it was 

2 really done mostly to improve service and the quality of 

3 the service that we're providing our customer. But if 

4 that -- what we did here did have some improvements to 

5 cost also. 

6 Q Has the reduced cost been reflected in the 

7 expense projections for 2010 and 2011? 

8 A Yes. It's something that I -- that I referred 

9 to in those lines actually was implemented in -- I want 

10 to say 2008, I believe, subject to check. 

11 Q And have further decreases in the average 

12 speed appointment been include in expense projections 

13 for 2010 and 2011? 

14 A Can you repeat that, please? I'm sorry. 

15 Q Have -- have further decrease in the average 

16 speed of appointment time been included in the expense 

17 projections for 2010 and 2011? 

18 MR. BUTLER: Further in what sense? 

19 THE WITNESS: Yeah. 

20 

21 

22 

23 

24 

25 

MR. BUTLER: Are you asking that it was 

initially implemented you had a certain level of 

reduction, now is there some further level of 

reduction of appointment time? 

MS. HAR~: Yes, that's what I'm asking. 

Thank you. 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A We saw the appointment time improve when we 

implemented the system and as we, you know, put in new 

processes and all of that. But for 2010 and 2011, we 

did not expect any significant changes in that. 

BY MS. HAR'IMAN: 

Q Please refer to page 5 of your testimony, line 

23, the very last word of the sentence, "the." 

A Got it. 

Q Okay. And if you would just read, read from 

"the" to line 4 of page 6 for me. 

A Okay. "The increased spending in customer 

service, including levels above the Commission's 

benchmark, is reasonable and necessary and supports 

FPL's need to increase base rates to a level that would 

allow FPL to continue providing high quality and value 

of service at reasonable rates." 

Q Ms. Santos, does the increased spending result 

in higher base rates for the customer? 

A Yes. 

Q If I could refer you to page 16 of your 

testimony, lines 11 through 16, if you could please read 

those. 

A "In addition to providing customers with an 

alternate option to doing business using self-service 

telephone applications, IVR technology also results in a 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

significantly reduced cost for transaction since there 

is no manual intervention required to complete a 

transaction performed over the IVR. For example, ln 

2008 over $15 million in avoided costs were realized as 

a result of customers utilizing the various self-service 

telephone applications instead of speaking directly with 

customer service representatives." 

Q What does IVR stand for? 

A Interactive voice response units. 

Q Have the cost reductions experienced in 2008 

been reflected in the expense projections for 2010 and 

2011? 

A Yes. Would you like me to clarify that or you 

just want me to answer? 

Q You can clarify. That would be great. 

A Okay. I just wanted to be sure. What I was 

doing here was just providing an example -- I mean, the 

IVR is our automated system at the call center that 

handles calls in an automated fashion. So every single 

call that that system handles we don't need to have a 

live agent handling, because obviously it's more 

22 expensive. 

23 So all I was trying to say here is that 

24 through time, over time, we have made improvements to 

2S that system t o the point that if you look at it now, you 
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1 know, in 2008, if you look back you say, oh, by God, I 

2 have deferred the need to hire, you know, a lot -- I 

3 don't remember what the exact number was, but a lot of 

4 representatives and actually the system is saving me 

5 $15 million. So it was just, you know, more of an --

6 you know, an example to show how much that system has 

7 saved us. 

8 Q Have further decreases in costs resulting from 

9 the use of IVR been included in the expense projections 

10 for 2010? 

11 A Our IVR -- I don't think there's much there as 

12 far as additional cost reductions for the IVR, and let 

13 me tell you why. Our IVR is already ranked, actually as 

14 far as the percentage of calls handled, in top quartile, 

15 and it might be a second class. I'd have to check on 

16 that. So we already handle an enormous percentage of 

17 calls in an automated fashion. And actually just 

18 recently E Source ranked our IVR number one in an 

19 industry survey of 95 utilities. 

20 

21 

22 

23 

24 

25 

Q Ms. Santos, if you could go back to page 15 of 

your testimony, line 5, beginning with "in 2008" and 

read that through just -- through the end of the 

paragraph, please. 

A "In 2008, business conducted self-service 

telephone applications increased by over 750,000 
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18 

19 

20 

transactions from 2006, a 7 percent increase. As a 

result, 60 percent of all phone calls were conducted 

through our self-service telephone applications in 

2008." 

Q Do you expect further increases in 

self-service telephone applications, or have those -- do 

you expect further increases in self-service telephone 

applications have been reflected in the expense 

projections for 2010 and 2011? 

A Any changes that we expect in the self-service 

telephone applications have been reflected in 2010, 

2011. We do not expect significant increase in the 

percentage of calls handled in this automated fashion. 

Q And have further decreases in costs resulting 

from the use of IVR been included In the expense 

projections for 2010 and 2011? 

MR. BUTLER: Jean, I think she just answered 

that. 

MS.~: Oh, yeah. I apologize. Could 

you hold on a second, please? 

21 MR. BUTLER: Sure. 

22 (Off the record.) 

23 BY MS. HARiMAN: 

24 Q If I can ask you to go to page 17 of your 

25 testimony, the middle paragraph, lines 12 through 16. 
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If you could read those for me. 

A "In addition to the success of our IVR 

automated application, over 12.2 million customer 

transactions were conducted in 2008 through our 

automated Internet applications. By offering a wide 

variety of automated applications we're providing 

customers with options that make doing business with FPL 

eaSler while at the same time reducing our costs." 

Q Have the cost reductions experienced in 2008 

been reflected in the expense projections for 2010 and 

2011? 

A Yes. 

Q Have further decreases in costs resulting from 

the use of the Internet been included in the expense 

projections for 2010 and 2011? 

A You know, the way that we do the forecast for 

our call volume and all lS, you know, we do projections 

of how many calls. So, you know, whatever we would 

have we would be expecting in this area, it would 

sort of be built in, you know, based on history. So the 

answer I think is yes. We -- you know, it wasn't 

specifically laid out as an item. 

Q Is that a no? 

A Well, the answer is a yes, but I'm just trying 

to explain it to you, that it's a yes, but it wasn't, 
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10 

you know, done as specific, you know, item that we 

addressed. 

Q I'm sorry. Can -- can I read the question 

back and can you just give me a yes or no, and then a 

then give me the more 

A Yes, I'm sorry, sure. 

Q Let me read it again. Have further decreases 

in costs resulting from the use of the Internet been 

included in the expense projections for 2011? 

MR. BUTLER: I'll just note for the record 

11 that Ms. Santos did give you a yes answer twice. 

12 But if you want, she can answer the question again. 

13 BY MS. HAR'IMAN: 

14 Q I'm sorry. I was confused. I heard a yes and 

15 a no. So if she could just 

16 MR. BUTLER: The only no that was said was by 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

you. 

MS. HAR'IMAN: If she could just answer again 

I'd really appreciate it. 

MR. BUTLER: Fine. 

A Okay. Yes. 

BY MS. HAR'IMAN: 

Q Thank you. 

MS. HAR'IMAN: Hold on, please. 

(Off the record.) 
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BY MS. HAR!MAN: 

Q Ms. Santos, if you would look at page 18 of 

your testimony, line 20, beginning with the words 

"residential inquiries." 

A Through what? 

Q Through line 23. 

A 

Q 

Would you -- you want me to read that? 

Yes, please read that. 

9 A "Residential inquiries resolved on the first 

10 contact increased from 76 percent in 2006 to 79 percent 

11 in 2008, and business inquiries resolved on the first 

12 contact increase from 72 percent in 2006 to 79 percent 

13 in 2008." 

14 

15 

16 

17 

18 

Q Have the cost reductions experienced in 2008 

been reflected in the expense projections for 2010 and 

2011? 

A Yes. 

Q Have further decreases in costs resulting from 

19 increases in inquiries resolved on first contact been 

20 included in the expense projections for 2010 and 2011? 

21 

22 

23 

24 

25 

A I have to check on that. I'm not sure. 

MS. HARTMAN: Could we get a late-filed 

exhibit with that response? 

MR. BUTLER: Do you have a title? 

MS. HARTMAN: Cost savings associated with 
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21 

22 

23 

24 

first -- first call answer. Did you get that? 

MR. BUTLER: Yes. 

MS. HAR'lMAN: Grea t . 

(Late-filed Exhibit No.2 was identified.) 

BY MS. HAR'lMAN: 

Q And, Ms. Santos, if I could refer you to 

page 27 of your testimony, line 1, if you would just 

read the first line for me. 

A "Another payment assistance program 1S FPL 

Care to Share, which FPL established in 1994." 

Q Are the costs to administer this program 

included in revenue requirements for this -- for this 

case? 

A Yes. 

MR. BUTLER: Just to be sure. You're asking 

about the administration of it, not the 

contributions that were made into it, but the 

administration of it, right? 

MS. HAR'lMAN: Yes. 

A Yes, that's correct. 

BY MS. HAR'lMAN: 

Q What do the costs to administer this program 

consist of? 

A The costs are very minimal and just consist 

25 of, you know, the person that we have that, you know, 
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17 

deals with the promotion of the program and the 

administration of the funding to the various agencies 

and those types of things. 

Q Are any costs of this program included In the 

revenue requirement in this case? 

MR. BUTLER: What was that? 

THE WITNESS: Say that again? 

BY MS. HARDmN: 

Q Are any costs of this program included in the 

revenue requirement in this case? 

MR. BUTLER: I think that's the question she 

just answered. 

A I answered it right before, yes. 

BY MS. ~: 

Q Can you quantify it for me, please? 

A I don't have that with me. 

Q Can we get a late-filed exhibit on that, 

18 please? 

19 MR. BUTLER: Is that something that can be 

20 quantified? 

21 THE WITNESS: We -- you know, we can estimate 

22 it. 

23 

24 

25 

MR. BUTLER: Okay. We can do that. 

MS. HAR'lMAN: Okay. What do you want to title 

this? Care to Share --
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22 

MR. BUrLER: Expenses of administering the 

Care to Share program? 

MS. ~: Sure. Thank you. 

(Late-Filed Exhibit No.3 was identified.) 

BY MS. HARIMAN: 

Q Ms. Santos, gOlng back, could you please look 

at page 15 of your testimony, line 21 going through 

page 16, line 2? Could you -- the sentence beginning, 

"FPL has also recently invested," and read that line for 

me? 

A "FPL also recently invested in upgrading the 

IVR technology. The new platform is designed to improve 

usability of the IVR applications and provide 

integration capability with future applications such as 

voice recognition." 

Q Does your testimony mean that there will be 

future cost savings? 

A There may be future cost savings. We have not 

identified any. 

Q Thanks. Shifting subjects a little bit, I 

wanted to ask you about the coverage that FPL Energy 

Service provides to FPL customers. 

23 A Can you -- coverage, can you explain that, 

24 please? I don't understand what you mean. 

25 Q Let me ask this question. Does FPL Energy 
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1 Services, Inc. provide services for the customers of 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

FPL? 

MR. BUTLER: What sort of services are you 

referring to? 

BY MS. HAR'DmN: 

Q Type of service such as surge protection? 

A I mean, FPL, yes, provides services like surge 

protection to all of its customers throughout Florida, 

some of which, you know, may be -- or are FPL customers. 

Q Okay. Does FPL do any billing for FPL Energy 

Services within the monthly regulated bill? 

A Yes. Yes. 

Q Does FPL do any bill stuffers or flyers for 

FPL Energy Services within a monthly regulated bill? 

A We get compensated for doing that. 

Q 

A 

So the answer is yes? 

Yes. I said yes. You didn't hear me? I'm 

18 sorry if you're having trouble. 

19 Q Does FPL charge FPL Services for billing -- I 

20 think you indicated they charge for billing services and 

21 for providing bill stuffers and flyers; is that correct? 

22 A (Inaudible.) 

23 

24 

25 

Q 

A 

Q 

Ms. Santos, I think we lost you. 

Sorry. I said yes. 

How is the billing to FPL Energy Services from 
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FPL determined? 

MR. BUTLER: I think that that is a question 

that is better for and In fact was asked of 

Ms. Ousdahl yesterday. 

BY MS. HAR'lMAN: 

Q With respect to the coverage that FPL Energy 

Services provides to FPL customers, is there a 

limitation on damages or exclusions? 

A Are you referring to one of the insurance 

programs? I don't understand your question, so I need 

some clarification. Damages? I'm just not sure what -

Q Sure. With respect to insurance coverage that 

FPL Service -- Energy Services provides FPL customers, 

lS there a limitation on damages or exclusions? 

A I -- I believe so, but I couldn't tell you the 

details of that. 

Q Who -- who would be able to glve me the 

18 details on that? 

19 MR. BUTLER: Yeah. I'm not sure there is 

20 going to be anybody among our witnesses, Jean. 

21 This is a product offered by FPL Energy Services. 

22 FPL, you know, as you noted, lS involved in billing 

23 and providing bill stuffers for it, but it's not an 

24 FPL product or project, and so we don't really have 

25 anybody whose role is to testify as to what FPL or 
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other third parties do in that area. 

MS. HARTMAN: John, are you saying that they 

don't -- they don't -- that FPL puts the inserts in 

the bills but they don't know what kind of services 

or they're not -- no one at FPL would be -- and I 

know you're not the witness but you're saylng no 

one there would understand the details of the 

program that they're in part advertising by putting 

them in the bills? 

MR. BUTLER: I think that we would -- it's a 

fair question. Ms. Santos is probably the best 

witness on the general outlines of what is 

provided. Obviously FPL knows and cares about the 

programs that are being -- I mean, it's involved in 

promoting or helping FPLES to promote. But, you 

know, when you start getting into details like what 

are the specific exclusions in the policies, that's 

a level of detail that, you know, I don't know that 

we're going to have anybody who can answer 

questions about that. 

BY MS. HAR~: 

Q Well, can I -- let me ask her then if there's 

anyone at FPL that she knows who would be familiar with 

the details involved in the program. 

A Well, I mean, I can probably -- the program 
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1 has a lot of materials in it. We can, you know, we can 

2 get the information and --

3 MR. BUTLER: Well, let's see what Ms. Santos 

4 can provide. If there's some particular detail 

5 that you need that we don't have, maybe we can give 

6 it to you as a late-filed exhibit. 

BY MS. HAR'IMAN: 7 

8 Q Okay. Ms. Santos, has -- has FPL received 

9 complaints about the FPL Energy Services coverage -- or 

10 I'm sorry. Let me go back. 

11 Has FPL received complaints about FPL Energy 

12 Services? 

13 A Yes. 

14 Q Do you know how many complaints FPL has 

15 received? 

16 A Off the top of my head I don't know. But it's 

17 not much, I can tell you. 

18 Q When you say not much, is that approximately 

19 100, approximately 10? 

20 A I mean, I look at -- you know, a complaint, 

21 you know, data as a whole . It's -- it's a very small, 

22 you know, small percentage is what I'm referring t o when 

23 I say that i t 's not much. 

24 

25 

Q Can you give me an approximate number? I'm 

not a customer care --
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A No, I understand. 

Q expert. 

A In my -- I just don't have the number, you 

know, in my mind. I can just tell you that I know that 

as I've looked at that data throughout the years, you 

know, I -- you know, the takeaway that I've always 

gotten is that, you know, there just really hasn't been 

much there. So unfortunately I do not remember a 

9 specific number, so I can't tell you that. But I can 

10 tell you, you know, what I do remember what -- you know, 

11 of having seen that in the past and it's always having 

12 the feeling of, you know, it's really not an issue 

13 there. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MS. HAR~: Could I get a late-filed exhibit 

with the number with a number of complaints 

received by FPL about FPL Energy Services? 

MR. BUTLER: I think we'll probably show it to 

you also in a percentage basis. I think it's 

probably more relevant. But sure. 

MS.~: Sure. Okay. Great. 

BY MS. HAR~: 

Q I'm sorry. Do you know how the FPL's Energy 

Services limitations are communicated to the customers? 

MR. BUTLER: I'm sorry, before we go on, let 

me just identify. That was Late-Filed Exhibit 4 is 
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what my records show. Call it customer complaints 

regarding FPLES products? 

MS. HAR'IMAN: Yes. Thank you. Okay. 

(Late-Filed Exhibit No.4 was identified.) 

THE ~TNESS: Can you repeat that? You 

said --

BY MS. HAR'IMAN: 

Q Sure. 

A I'm not understanding exactly what you're 

talking about and if it's a specific program of FPL 

Energy Services or just in general of FPLES? I'm just 

not sure what you're --

Q Let me go back to my original line of 

questions for you on the FPL Energy Services program. 

Who -- who is the FPL employee in the best position to 

be familiar with the coverage that FPL Energy Services 

provides to FPL customers? 

A Coverage. This is I guess where I'm having 

trouble. FPLES has several insurance type programs 

that they sell to customers. 

Q Right. And with regards to the advertisements 

that FPL puts in its billing -- puts in its bills, who 

is the FPL employee who has the most knowledge about the 

coverage that FPL Service -- Energy Services provides? 

MR. BUTLER: Now, Ms. Santos was in the middle 
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3 

of answering your last question when you just asked 

the one you asked. Which one do you want her to 

address? 

4 MS. HAR'DmN': Why don't we start with the last 

5 one I asked. 

6 THE WITNESS: Okay. 

7 MR. BUTLER: Okay. 

8 THE WITNESS: As far as who's the best FPL 

9 employee? 

10 BY MS. HAR'DmN': 

11 Q To answer questions about the coverage of the 

12 FPL Energy Services that FPL Energy Services 

13 advertised advertises in billing inserts provided to 

14 FPL customers and FPL bills to customers. 

15 A I think probably it would be me. So go ahead 

16 and I'll do my best. 

17 Q Can you explain to me generally about the 

18 coverage and the service provided by FPL Energy Services 

19 to FPL customers? 

20 MR. BUTLER: Jean, for what? Do you want her 

21 

22 

23 

24 

25 

to summarize -- I mean, to start with what the 

products that are offered and then generally what 

those coverages are? They're different products. 

BY MS. HARiMAN: 

Q Yeah. I'm interested ln whatever gets 
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1 advertised and lS put in as an insert in FPL bills to 

2 customers. So if you if it's a -- if it's -- if 

3 there's a program that's advertised in an insert that 

4 goes to an FPL customer, I'm interested in -- I'm 

5 interested in that coverage. 

6 A Okay. So specifically any program that would 

7 be included in a bill -- same in advertising In a bill 

8 insert for FPL Energy Services, right? 

9 Q Right. Whatever -- and I don't know how many 

10 different types of inserts FPL 

11 A Do you know how -- I mean, the way that this 

12 program works, it's not just FPL Energy Services that we 

13 provide these bill inserts for. It's a slew of other 

14 customers. I mean, you have customers like GEICO, you 

15 have, you know, Home Depot. 

16 

17 

18 

19 

20 

Q Sure. No, I understand. I'm only interested 

in the FPL Energy Services inserts. 

A Right. So, I mean, but it's sort of similar 

to that. I mean, I couldn't tell you details about 

Home Depot. I couldn't tell you details about GEICO and 

21 their coverage and all of that. So I'll do my best at 

22 answering you to what I know. 

23 So for FPLES, there's two insurance programs 

24 that we have included in are Surge Shield and Power 

25 Surge. And Surge Shield lS a service -- a service which 
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1 protects the, you know, customers' appliances within 

2 their home from power surges. And the other program is 

3 Power Surge Insurance, and that service, which 

4 compensates customers for repairs or losses to their 

5 appliances that are in their home, to have lightning 

6 strikes or power surges. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Okay. 

MS. HARTMAN: Could we please get a 

late-filed -- two late-filed exhibits, and can 

those exhibits be the two flyers or -- I don't know 

if there's one flyer or two, that -- for the FPL 

Energy Services program? I don't know if one flyer 

has the Surge Shield and the Power Surge or if 

there's two separate flyers. But could we get a 

copy of those, please? 

THE WITNESS: Yes, each -- it would be two 

separate flyers. So we can get that to you. 

MS. HARTMAN: Great. And guess we'd call them 

FPL Energy Services, I don't know, Surge Shield 

flyer, or FPL Energy Services Power Surge flyer. 

Would that work? 

THE WITNESS: I think so. 

MS. HARTMAN: Grea t . 

MR. BUTLER: Sure. 

(Late-Filed Exhibits 5 and 6 were identified.) 
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BY MS. HAR'lMAN: 

Q Do you know how the -- do you know how the 

terms of the coverage of these two programs are 

communicated to the FPL customers, beyond the flyers? 

A I don't. 

Q When you ln terms of the complaints that 

you receive from customers for regarding the FPL 

Energy Services, do you -- do you have a breakdown of 

kind of what types of complaints they have about FPL 

Energy Services? 

A I have it by program, you know, by type of 

service that they provide. 

Q Okay. But if -- if a particular customer 

called and complained about surge protection or 

complained about a limitation that they didn't know 

about, would you be able to -- would you be able to 

identify that particular complaint within your database 

of complaints? 

A Yeah. I mean, we can definitely provide you 

with the details that we have. 

MR. BUTLER: Why don't we just do this, Jean. 

We know we've got Late-Filed Exhibit 4 on customer 

complaints. 

MS. HAR'lMAN: Okay. 

MR. BUTLER: Just provide what we have ln the 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001914 

43 



1 way of, you know, the breakdown between the 

2 programs and the nature of the complaints. 

3 MS. HAR'lMAN: Oka y . Thank you. 

4 BY MS. HAR'lMAN: 

5 Q Ms. Santos, do you know what the pricing 1S 

6 for the services provided by FPL energy savings? Do you 

7 know the operation for both -- for either program or 

8 both? 

9 

10 

11 

12 

13 

A 

Q 

A 

I do not remember that. 

Would the flyer indicate the pricing? 

Yes. Yes, it does. 

Q Okay. Do you know how many customers are 

currently taking are enrolled in these programs from 

14 FPL Energy Services? 

15 

16 

17 

18 

19 

20 

21 

data. 

A 

Q 

A 

I don't have that data with me. 

Could we get a late-filed exhibit on --

I mean, that would be FPL Energy Services' 

MR. BUTLER: I think -- do you have the data? 

THE WITNESS: I do not. 

MS. HAR'lMAN: Hold on, please. 

22 BY MS. HAR'lMAN: 

23 

24 

25 

Q Do you know how many customers you add FPL 

Energy Services -

A I'm sorry? 
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Q Do you know -- would FPL bills -- FPL bills 

FPL customers for FPL Energy Services' customers, right? 

MR. BUTLER: For FPL Energy Services products? 

MS. HAR'lNAN: Yes. 

BY MS. HAR'lNAN: 

Q I mean, it showed -- the customer -- if the 

customer enrolls in the FPL Energy Services program, 

that price -- the price for that program, the price for 

that service shows up in their FPL bill, correct? 

A Yes, for the programs that we provide that 

service for, that is correct. 

Q So you -- you should be able to identify how 

many FPL customers are enrolled in the FPL Services 

programs, because you bill for it, you do the billing. 

So you should be able to tell me how many FPL customers 

are currently enrolled. 

A Yes, you're right. I hadn't thought of it In 

that perspective. I mean, it's not something that I 

have that I see. But I can probably, you know, I could 

try to get that information in that manner. 

MS. HAR'lNAN: Grea t . Could we get a 

late-filed exhibit with that -- the number of 

customers that FPL bills that are currently 

enrolled in either of the FPL Energy Services 

programs? 
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1 THE WITNESS: Yes. 

2 MS. HAR'lMAN: And I guess we could call it FPL 

3 Energy Services customer -- number of customers 

4 billed. 

5 MR. BUTLER: How about just number of 

6 customers currently billed for FPLES products? 

7 MS. HARTMAN: I like that even better. Thank 

8 you. 

9 (Late-Filed Exhibit No.7 was identified.) 

10 BY MS. HAR'lMAN: 

11 Q Ms. Santos, do you know what is FPL Energy 

12 Services' gross profit margin on these services? 

13 A I don't. 

14 MS. HARTMAN: Okay. If you'll hold on for a 

15 minute, I think we're almost done. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(Off the record.). 

MS. HARTMAN: Thank you, Ms. Santos. That's 

all the questions we have for you today. But I 

understand that this deposition's been 

cross-noticed, so there may be other questions. 

MR. BUTLER: I'm sorry. Can we take a short, 

like five-minute break here before we go on to the 

next questions? 

MS. HARTMAN: Sure. 

MR. BUTLER: All right. Very good. Thank 
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16 
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18 

you. 

(Break taken.) 

MS. HARiMAN: Hi. This is Jean. Thank you 

for waiting. We're ready to go. 

MR. BECK: Okay, Jean, thanks. Should I go 

next, or -- I'm ready to go, but if someone else 

wants to go, I'm good with that too. 

MR. BUTLER: You have the honor. 

MR. BECK: All right. 

EXAMINATION 

BY MR. BECK: 

Q Ms. Santos, good mornlng, and thank you f or 

attending this morning. 

A Good morning, Mr. Beck. 

Q Ms. Santos, you're vice president of customer 

servlce for Florida Power & Light Company; is that 

correct? 

A Correct. 

19 Q Okay. Are you also president of FPL Energy 

20 Services? 

21 A No, I am not. 

22 Q Have you been? Have you had that position ln 

23 the past? 

24 A Yes, I have. 

25 Q Okay. When did you hold that position? 
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A I held that position beginning 2005 through 

March of 2009. 

Q Okay. And who is -- and in March 2009, who 

became president of FPL Energy Services? 

A Eric Silagy. 

Q 

A 

Q 

Are you a director of FPL Energy Services? 

No, I am not. 

But you have been previously; is that 

9 correct? 

10 A Yes. I'm sorry. I said yes. I guess you 

11 didn't hear me. 

12 Q No. I think sometimes the phone doesn't 

13 connect. You say it but it doesn't come through. I was 

14 noticing that earlier in the deposition as well. So if 

15 I repeat, it's just because it's not coming through. 

16 And were you director of FPL Energy Services 

17 during the same period of time that you were president? 

18 A No. I think I was a director preVlOUS to 

19 that. I don't remember those dates, if you were gOlng 

20 to ask me that. 

21 Q Well, I'll leave it at that. Are you 

22 currently the president of FPL Energy Services II, 

23 Incorporated? 

24 A Not that I know of. 

25 Q Do you know whether you've been that in the 
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past? 

A I would have to check on that. I'm not sure 

the -- what that corporate entity is, so I'd have to -

we'd have to check on that. 

Q Okay. How about FPL Enersys Inc.? Are you 

president of that company? 

7 A I don't know if on paper I am. I have no 

8 dealings whatsoever with anything related to FPL Energy 

9 Services. I haven't had anything to do with that since 

10 March of this year. So, you know, I don't know if, you 

11 know, all the paperwork was done properly to get all of 

12 that taken care of. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

MR. BUTLER: You mentioned FPL Energy 

Services. Did you mean FPL Enersys. Because 

that's what Mr. Beck that's what you were asking 

about, right, is FPL Enersys, Charlie? 

MR. BECK: Yes. And just for reference, I'm 

going by an exhibit that was filed by Florida Power 

& Light in the gas transmission case, and it's also 

KHD-6 in this case, work affiliations of the 

officers of FPL. 

BY MR. BECK: 

Q Ms. Santos, what I was asking about was FPL 

24 Enersys, Inc. You say you're not currently president of 

25 that company? 
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1 A I have not been -- my understanding is that 

2 when I stopped being president of FPL Energy Services, 

3 all the other, you know, associated companies, like FPL 

4 Enersys, FPL Service, you know, my association with all 

5 of those stopped also. 

6 Q Okay. Do you know how or what business or 

7 businesses FPL Enersys was engaged in? 

8 A FPL Enersys? I mean, I would -- it's been a 

9 long, long time ago when that company was established, 

10 and I need some performance contracting type of work. 

11 Q Can you expand on what you mean by contracting 

12 work? 

13 A It's performance contracting, so that's 

14 like it's a one-stop shop f or the customer to get 

15 energy efficiency types of services into their 

16 businesses. Like, you know, changing out lights, 

17 putting in high-efficient air conditioners, those types 

18 of things. 

19 Q Okay. And are you or have you been president 

20 of FPL Services, LLC? 

21 

22 

A 

Q 

I believe so. 

Okay. Could you tell me what types of 

23 businesses FPL Services, LLC is engaged in? 

24 A Performance contracting, similar to what I had 

25 mentioned earlier. 
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Q Okay. And how does that business differ from 

the one that you described for FPL Enersys? 

A I don't believe there is much difference. I 

think it was just a matter of when the companies were 

formed. But I don't have that history. I don't go back 

that much, you know, with my relationship with the 

company. 

Q Okay. And if you know, do you know how the 

businesses of FPL Energy Services II, Incorporated 

differ from FPL Energy Services, Inc.? 

A I do not. 

Q Okay. I believe in response to some questions 

by Ms. Hartman, you -- you described some of the billing 

services that Florida Power & Light Company performs for 

FPLES; do you recall generally that? 

A Yes. 

Q Could you tell me which services or products 

provided by FPL Energy Systems use the billing system of 

Florida Power & Light Company? 

A I just need a moment, please. 

It's several. And we've got a program called 

Payment Power, which is an insurance program. There's a 

Power Surge, which is another insurance program which 

I -- that's one that I talked about earlier. Utility 

Guard, which is also an insurance program. Appliance 
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Protection Plus, which is also I believe called 

Appliance Guard. There's another by the name of Surge 

Shield. Miami Herald Billing, which I don't believe 

that's still happening, but it was happening. 

Q I'm sorry. Could you -- which one was that? 

MS. HARTMAN: Ms. Santos, I'm sorry. You're 

fading again. Our court reporter can't hear you. 

A Miami Herald Billing, which is no longer --

MR. BUTLER: Sorry. Let me interject here. I 

think -- and, Charlie, correct me if I'm wrong. I 

think he's only asking for FPLES products that FPL 

was billing for. Was that an FPLES product, the 

Miami Herald? 

THE WITNESS: Yes. 

MR. BUTLER: Okay. I'm sorry. 

A Yes. Let's see. I think that's it. 

BY MR. BECK: 

Q Could you describe the Miami Herald program 

you just mentioned? 

A Sure. I'll tell you what I know -- remember 

about it. The Miami Herald program is one where our 

we provide -- well, FPL Energy Services provides the 

option to customers to pay their newspaper subscription 

on the FPL electric bill. 

Q Okay. How long was that program in effect? 

ACCURATE STENOTYPE REPORTERS, INC. 

080677 Hearing Exhibit - 00001923 

52 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A I don't recall the exact time, Mr. Beck. 

Q Was it in effect until a recent time period, 

if you know? 

A We -- we -- it was this year when we stopped 

that service, but I don't remember, you know, when we 

started it. 

Q Okay. Each of the other serv1ces you 

mentioned, the Payment Power, Power Surge, Utility 

Guard, Appliance Protection, and Surge Shield, those are 

all services that are provided by Florida -- FPL Energy 

Services; is that correct? 

A 

Q 

Yes, that's correct. 

Okay. But the Miami Herald billing I guess is 

provided by FPLES, but it in fact is doing a service for 

customers for the Miami Herald. Is that -- there's a 

difference there between that service and the others, is 

there not? That you're involving an outside company? 

A But it's still -- I mean, it's still -- FPL 

Energy Services 1S still the one, you know, that is, you 

know, preparing the Miami Herald for the customer and 

dealing with all of that and receiving any margins 

associated with that. 

Q Okay. 

A And, for example, the insurance programs have 

other companies associated with them, also have the 
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1 insurance provider associated with them, so --

2 

3 
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16 

17 

18 
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20 
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22 

23 

24 

25 

Okay. Q 

A It's the way it's titled. That might be --

Q To your knowledge, has FPL Energy Services 

ever done a program for -- that involved other companies 

other than for the Miami Herald? 

A Say that again, Mr. Beck. 

Q Well, I'm wondering -- Miami Herald is an 

example of where FPL Energy Services was providing a 

service that related to an independent business, and I'm 

wondering if there are any others other than the Miami 

Herald. 

MR. BUTLER: Where FPL would have been doing 

the billing for 

MR. BECK: Yes, yes. 

A Yes, I believe that's the only one, yes. 

BY MR. BECK: 

Q And as I understand it from Ms. Ousdahl 

yesterday, that FPL Energy Services pays Florida Power & 

Light Company through a cost allocation procedure based 

on the number of lines in the bill. Is that your 

understanding as well? 

A Uh-huh. Yes, that's my understanding. 

Q If a customer were to make only a partial 

payment and not pay for one of the items being charged 
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for FPL Energy Services, could their electric bill be 

disconnected for that? 

A No. We have made provisions in our systems to 

ensure that that would not happen. 

Q Have you had occasions where that's occurred? 

A Not to my knowledge. 

Q Okay. 

A I don't recall ever seeing that as an lssue. 

Q What are the provisions in your systems that 

prevent that? 

A We have -- the way that we account for 

12 payments, we ensure that that -- that if customers are 

13 owing that amount -- an amount for any of these 

14 programs, that if that's the amount that is, you know, 

15 part of the disconnection, you know, they would not get 

16 disconnected. I mean, it's excluded, that amount is 

17 excluded from their amount to be disconnected. 

18 We did that, you know, many, many years ago 

19 when these programs were started and the programming was 

20 done around the introduction of these types of programs, 

21 because we wanted to be sure that we never disconnect a 

22 customer, you know, because of any of these programs. 

23 Q Okay. Ms. Santos, I want to change the line 

24 of questioning and ask you to refer to the spreadsheet 

25 that we discussed earlier, which is a spreadsheet 
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provided in response to OPC request for production 231, 

it's called in territory gas contracts final with 

payment schedule. 

A Okay. Give me a second, please. 

Q Sure. 

A Okay. I have it in front of me. 

Q And this spreadsheet, among other things, 

shows the basis for the sale price of the gas contracts 

from Florida Power & Light to Florida Power & Light 

Energy Services, does it not? 

A Yes, it does. 

Q Can you tell me why FPL sold its gas business 

and the associated contracts to FPL Energy Services? 

A Yes. The reason that we sold it was because 

15 we believed that there was no longer any use whatsoever 

16 of FPL forces in that business, you know, realized that 

17 it was not part of the provision of electric service, 

18 and we believed there was no infrastructure, you know, 

19 at all related to, you know, FPL, that was being used, 

20 you know, as part of that. So it really, you know, just 

21 didn't make any sense. 

22 And I guess I'd like to clarify, you know, 

23 when we were looking at this and making the decision, 

24 it's probably good to have a little bit of history, and 

25 that history actually was provided by our witness Dennis 
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1 Brandt in our 2005 proceedings, and he provided the 

2 history about the fact that FPLES in the natural gas 

3 business was formed back in the 19 -- late 1990s, and 

4 the initial focus of it was, you know, the deregulated 

5 markets. FPLES was selling both electricity and gas 

6 outside of Florida and in the Northeast. FPLES built 

7 and paid for all of the infrastructure, the billing 

8 system, the risk management system, all the processes, 

9 procedures, policies, you know, all of that to put 

10 together that business. 

11 And then in addition to that, we -- FPL, you 

12 know, began -- really leveraged that business that FPLES 

13 had in selling gas to customers within its territory. 

14 And when we went through -- through the years, we 

15 realized that it's a very risky business and we felt 

16 uncomfortable that the FPL customers were going to be 

17 taking on added risks of a commodity business like this 

18 and, you know, didn't feel that it was appropriate for 

19 it to be part of FPL. 

20 So we decided to transfer the contracts over. 

21 We calculated, you know, the amount of gain for those 

22 contracts, and we actually presented that in the 2005 

23 case and all the accounting and all of that was done as, 

24 you know, we had pretty much laid out in that case, 

25 beginning ln January of 2006. 
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Q So your -- the sale was motivated by FPL's 

desire to protect regulated companies from the riskiness 

of this business? 

A Well, that was one of the items. It was that, 

5 and also the items that I mentioned to you that aren't 

6 part of providing electric service. One -- FPL's 

7 infrastructure that was being used, and that we didn't 

8 feel that it was an appropriate business for FPL to be 

9 in. 

10 Q Okay. It was a profitable business for FPL, 

11 was it not? 

12 A There were -- yes, there were several years 

13 where we made profit. 

14 Q Which years were those? 

15 A I don't have all the history on that, 

16 Mr. Beck. I can tell you, looking from my experience 

17 with it, I can tell you from 2001 forward there was 

18 always -- there was an up -- it was a profitable 

19 business from 2001 forward. I don't know about the 

20 years prior to that, but I can tell you that, you know, 

21 that there was there was a lot -- you know, there was 

22 risk, and so even though we were able to have it be a 

23 profitable business, you know, we had it was a 

24 struggle to make sure that that was happening and that 

25 was the case. 
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Q Okay. Ms. Santos, could you describe for me 

the functions that were performed by Florida Power & 

Light in connection with the gas contracts prior to the 

sale of FPL -- or to FPL Energy Services? 

A Yeah. The only thing that FPL was involved in 

was at one time we had a dedicated sales force. And 

that was back -- I'm sorry, we had -- I was thinking the 

wrong way. We had account -- our account managers were 

selling gas to our customers, and then in 2003 was when 

we put together a dedicated sales force, and so, you 

know, really that was all that we were doing was just 

selling. Because everything else was really done by FPL 

Energy Services. I mean, the -- as I mentioned earlier, 

all the infrastructure, the systems, you know, all of 

that was being abled by FPLES, so it was just purely the 

selling. 

Q So subsequent to the creation of the dedicated 

sales force in 2003 of FPL Energy Services, are you 

saying that FPL didn't perform any services in 

connection with the gas contracts? 

A No. We were selling through our account 

managers. 

Q Right. And I understand from what you said, 

24 and correct me if I'm wrong, that in 2003 that function 

25 was transferred over to a dedicated sales force at FPL 
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Energy Services; is that right? 

A It was the function was centralized at 

FPLES, although we felt we had, you know, an FPL person 

doing the sales. It was centralized as opposed to 

having it all throughout. Because we had about you 

know, it was equal to 100 account managers that were, 

you know, having it as one, you know, little piece of 

all the work that they did. 

Q So for how long did the account managers at 

Florida Power & Light Company -- for how long were they 

involved in the sale of the gas contracts? 

A From the beginning through the time that the 

dedicated sales force was established, sometime in 2003. 

Q Okay. After 2003, did FPL -- Florida Power & 

Light Company perform any other services in connection 

with the gas contracts? 

A No. No. 

Q Who procured the actual gas contract -- or the 

gas itself for the contracts? 

A Well, you know what? When I answered I was 

thinking of the -- for the -- my -- my piece of the, you 

know, of the operation. But FPL's energy management and 

trading group is the one that procured it. So I 

apologize. That group also was doing that, and they 

were budgeting their time, you know, accordingly, to 
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FPLES. 

Q Okay. So they continued to do that after 

2003; is that right? 

A Yes. 

Q Okay. Are there any other functions that were 

performed prior to the sale to FPL Energy Services, any 

services that were performed by Florida Power & Light? 

A The only -- I mean, there may be small things. 

I mean, one small item that I know that Florida Power & 

Light would do is credit checks. As an example, when 

companies were being evaluated as prospective customers, 

FPL would provide FPLES credit checks. But all of that 

would have been, you know, billed to FPLES. So there 

may be, you know, little things like that. 

Q Okay. Now, the sale was effective 

January 1st, 2006; is that right? 

A That's correct. 

Q Okay. After the sale, did FPL continue to 

provide the fuel procurement functions for FPL Energy 

Services? 

A 

Q 

Yes. 

Okay. And has FPL continued to do credit 

23 checks, as you described? 

24 

25 

A 

Q 

I believe so. 

So if I were to compare the services performed 
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by Florida Power & Light Company for the gas contracts, 

both before and after the sale, would there be any 

difference between the two? 

A Yeah. I mean, the big difference is the sales 

piece, you know, that we no longer are involved in 

selling. 

Q Right. But that change occurred in 2003; lS 

that right? 

A Well, it's a dedicate -- no, you're probably 

confused and I apologize because I did that. It was 

really just from centralized versus centralized aspect, 

and I probably confused you. So--

Q Okay. Let me try asking it this way. What 

functions changed with respect to the functions 

performed by Florida Power & Light Company for FPL 

Energy Services on the date of the sale? 

A Well, we no longer had, you know, the -- any 

type of risk associated with the contracts. I mean, I 

think that's probably, you know, the most -- the most 

important one. So, you know, if gas prices changed 

drastically and there were any type of, you know, 

negative implications, then, you know, that no longer 

would be an issue for FPL. 

Q Okay. So both risk and reward were 

transferred as a result of this sale; is that what 
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you're saying? 

A Definitely. 

Q Okay. Other than that, I mean, the actual job 

functions performed, were there any changes in job 

functions that changed as a result of the sale? 

A I think that the key item is the sales piece. 

Q Okay. Today as we speak, does Florida Power & 

Light Company still provide the fuel procurement service 

for the gas contracts? 

A Yes, they do, and FPL gets properly 

compensated for that. 

Q And does FPL still do the credit checks that 

you described? 

A I believe so. I probably need to verify, 

15 because I haven't been involved in it for a little bit, 

16 so I would need to verify on that. 

17 Q Okay. Now, in connection with the sale of --

18 from Florida Power & Light to FPL Energy Services, did 

19 the company have an independent unaffiliated appraisal 

20 done to value the contracts that were transferred? 

21 

22 

23 

24 

25 

A 

Q 

A 

Q 

A 

You said independent, unaffiliated -

Appraisal. 

-- appraisal? 

Yes. 

No. We had -- the risk management department 
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1 was the one that provided the appraisal and did a full 

2 audit of that process. 

3 Q Okay. Is the appraisal reflected in the 

4 spreadsheet which was provided in response to our 

5 request for production of documents, 231? 

6 

7 

8 

9 

10 

11 

12 

13 

A 

Q 

appraisal 

A 

Q 

A 

Yes. 

Okay. Is there anything with respect to an 

other than what is shown in the spreadsheet? 

No. I don't -- not that I know of. 

Okay. 

Other than an audit. I mean, there's an audit 

of this that was done. 

Q Right. But -- but with respect to an actual 

14 valuing of the business being sold, this is it? I'm 

15 trying to make sure there's nothing else other than 

16 this. Am I right in that? 

17 A That is correct. 

18 Q Okay. Could you provide a general explanation 

19 of how the value of the gas contracts was determined? 

20 A Essentially what was done was all the 

21 contracts that were being transferred were laid out with 

22 their contract terms and we made assumptions around the 

23 prices of the gas and, you know, knowing all the terms 

24 and conditions of every single one. I mean, every 

25 single one was modeled separately and so, you know, all 
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of that was added up and the value of the $611,000 of 

EBIT was derived in that manner. 

Q And what is the EBIT that you just described? 

A 

Q 

A 

The earnings before interest and taxes. 

And that turned out to be $611,000? 

611,295. 

Q Uh-huh. And that was the estimate of the 

value that was used to determine the price paid; is that 

correct? 

A Yes. Well, that amount, that was the estimate 

11 of the value and that was -- it had been amortized over 

12 five years. 

13 Q And that again is the -- is that the gross 

14 margin minus the cost? 

15 A Yes, it is. That's the gross margin minus the 

16 cost. That's correct. 

17 

18 

19 

20 

21 

22 

23 

24 

Q Okay. Could you turn to the next tab, which 

is called Assumptions, Open First? 

A Yes. 

Q Okay. And in there you'll see that there's a 

heading called General Assumptions? 

A Yes. 

Q 

A 

Okay. Could you read the first one? 

"Based upon active accounts within the FPL 

25 book effective January 1, '06." 
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Q And then could you read the next one, No.2? 

A "There was no retention of accounts after 

contract term (i.e., the contract expires in March '06, 

assumes no margin thereafter)." 

Q So for purposes of valuation, does that assume 

that none of the contracts would be renewed? 

A Yes, that is correct. And the reason why, you 

know, we did that was because, as I explained earlier, 

you know, this all we were doing was transferring the 

10 contracts. So there really wasn't a business per se to 

11 transfer. All the infrastructure, I mean, everything 

12 really was happening at FPLES. So FPL -- all FPL was 

13 doing was transferring contracts, and that was really, 

14 you know, the value of those contracts are through their 

15 terms. 

16 Q Okay. So, and by doing that, you've assumed 

17 that no contract would be renewed; is that right? 

18 A That's correct. I mean, that's all that we 

19 had was those contracts through those terms. 

20 Q Could you move two tabs to the right, to the 

21 tab called Open Market Basis Index? 

Yes. 22 

23 

A 

Q Okay. This is a list of -- can you say how 

24 many contracts are there? 

25 A I'm scrolling down. 
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1 

2 

3 

Q 

A 

Q 

Okay. 

Hold on, please. 392. 

I'm sorry. Could you repeat that? 

4 A 392 is the you know, the number of account 

5 names. That's what I'm 

6 Q Okay. And could you look at column E on the 

7 spreadsheet? Could you tell me what the label for that 

8 is? 

9 

10 

11 

12 

A 

Q 

A 

Q 

It says Evergreen. 

Yes. And what does that mean? 

That means that they can be renewed. 

Would it mean that they have provisions that 

13 they like renewed? 

14 

15 

16 

17 

18 

know. 

A 

Q 

A 

Q 

I'd have to check that, Mr. Beck. I don't 

Okay. 

It means that it can be -- I'd have to check. 

Okay. And in that column for each those 

19 contracts, there's either a yes or a no; is that 

20 correct? 

21 

22 

23 

24 

25 

A 

Q 

column? 

A 

that? 

That's correct. 

Can you tell me how many have a yes ln that 

I could count them. Do you want me to do 
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1 

2 

3 

4 

5 

Q Well, you could use -

A I've got to scroll down 

Q Would it and, again, I'm trying to avoid 

anything confidential. Let me ask this. Would it be 

true that the vast majority are indicated one way or the 

6 other? I mean, have a specific answer? I wonder if you 

7 could tell me what the vast majority of contracts have 

8 for that provision? 

9 

10 

A 

Q 

Yes. 

Okay. Okay. And this tab 1S for a particular 

11 type of contract for index deals; 1S that correct? 

12 A Yes, that's correct. 

13 Q Okay. If you go to the next tab, there's 

14 another type of deal. This is Open Market Associated 

15 Basis Index tab? 

16 

17 

18 

19 

20 

A 

Q 

right? 

A 

Q 

Yes, I'm there. 

And there's fewer contracts here; 1S that 

Yes. There's only 14. 

And does it have an indication of Evergreen on 

21 these, in column E? 

22 

23 

A 

Q 

Column E, yes, that's correct. 

Could you tell me what it says for those 

24 contracts, for Evergreen? 

25 A They say yes. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Q Okay. Could you go to the next tab? This is 

Index Deals, NCTS Assigned Transport. Is there another 

type of contract that was transferred? 

A Yes. 

Q Could you tell me about how many contracts are 

listed in this tab? 

A Still scrolling. It shows about 519. 

Q Okay. And is there an Evergreen provision 

listed for these contracts on column E? 

A 

Q 

Yes, there is. 

And would it be true that the vast majority of 

12 contracts do have Evergreen provisions? 

13 A Yes, the majority -- this one had, you know, 

14 more. I don't know, I counted very quickly maybe close 

15 

16 

17 

18 

to a dozen or so that had a no. 

Q Okay. With the remainder being yes? 

A 

Q 

Yes, that's correct. 

Okay. And if you go to the next tab, there's 

19 a -- for Index Deal, NCTS Assigned Transport, is there a 

20 number of contracts listed there? Is that right? 

21 A Hold on. The assigned associated basis NCTS 

22 index tab? 

23 Q Yes. 

24 

25 

A 

Q 

Okay. 

Okay. And could you tell me how many 
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1 

2 

3 

contracts are listed there? 

A (Inaudible.) 

Q I'm sorry. Could you say that again? 

4 A Thirty-one. 

5 Q Okay. Is there an Evergreen provision listed 

6 for them? 

7 A Yes. 

8 Q And would it be true that the vast majority of 

9 them say yes for Evergreen provision? 

10 

11 

12 

13 

A 

Q 

A 

Q 

Yes, that's true. 

Okay. And I think just one more tab. 

Okay. 

Well, no, two more tabs. Let me take that 

14 back. Just going down to the next tab, NCTS Assigned 

15 Transport. 

16 A Assigned. Okay, yes, I got it. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Can I state the number of contracts there, or 

would you state? 

A 111? 

Q And would it be true that the vast majority of 

them have yes listed for Evergreen? 

A Yes, the majority do. This one also has 

several that are not, but the majority do. 

Q Okay. And if you go to the next tab for PGS 

Tariff Discount. 
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1 

2 

3 

4 

5 

6 

7 

8 

A 

number. 

Q 

A 

Q 

A 

Q 

Yes. Okay. Hold on. I'll tell you the 

You know the question? 

Question. Let me tell you the number. 

(Inaudible. ) 

And I'm sorry. The answer was 144? 

Yes. 

Okay. And there's a for the Evergreen 

9 provisions, are there any that do not have an Evergreen 

10 provision? 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

A 

Q 

A 

Q 

A 

Q 

A 

No. 

Everyone of them has Evergreen provisions? 

Yes. 

Okay. 

Next tab? 

The next tab, FCG Tariff Discount? 

There's 63. 

Q Okay. 

provisions. 

And do all of them have Evergreen 

A (Inaudible. ) 

21 Q I'm guessing our connection isn't working 

22 well. Did you say yes to that? 

23 

24 

A 

Q 

Oh, I'm sorry. Yes, I did. 

Okay. Now, let me ask this. Is FP&L in 

25 determining the value of the contracts assigned from 
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1 Florida Power & Light Company to Florida Power & Light 

2 Energy Service, if you had assumed that some of them 

3 would have been renewed, would that have increased the 

4 margin? 

5 A Yes. 

6 MR. BECK: I think that's all I have. Thank 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

you very much, Ms. Santos. 

MS.~: Does anyone else have any other 

questions for Ms. Santos? 

Okay. I think that 

MR. BUTLER: Let me 

that's it then. 

this is John Butler. I 

may have a couple of redirect question. Let me 

just take a moment here and check my notes and see. 

MS.~: Sure. 

MR. BUTLER: This is John Butler. We're back 

on. I just have a very brief redirect. 

FURTHER EXAMINATION 

BY MR. BUTLER: 

19 Q Ms. Santos, you were asked by staff counsel 

20 about the AMI grants that FPL has applied for. I just 

21 want to ask you, to the extent FPL gets those grants and 

22 receives compensation from DOE for the projects that you 

23 had described, how would FPL account for receipt of that 

24 grant money 1n terms of the rate base inclusion of those 

25 projects? 
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1 A Any monies that we receive from the Department 

2 of Energy for those projects would go to reduced rate 

3 base, so -- and eventually reduce customer rates in the 

4 future. 

5 Q Excuse me. You were asked about the flyers, 

6 the bill stuffers that FPL includes for FPLES. Does FPL 

7 include those stuffers for any entities other than 

8 FPLES? 

9 A Yes. I had mentioned actually that a couple 

10 of companies that I recall, like Home Depot, GEICO, 

11 Zephyrhills, Citibank, May tag , Bose, you know, a few of 

12 the companies are examples of others that we do the same 

13 type of service for. 

14 Q Okay. FPL is FPLES compensated for the 

15 bill stuffers that it includes for those companies? 

16 A Yes, definitely. And actually, the revenues 

17 and the small expenses associated with that program go 

18 to reduce customer rates. And in 2008, as an example, 

19 the net of the revenues and the expenses was about 

20 $1.2 million, so that's a benefit that FPL customers are 

21 receiving. 

22 Q Did FPL project any benefits from those 

23 revenues in preparing its 2010, 2011 test years? 

24 A Yes, we did. 

25 Q Okay. Do you have a dollar amount there? 
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1 A Yes, I do. In 2010, it's 1.3 million, and in 

2 2011 it's about the same, 1.3 million. 

3 MR. BUTLER: Thank you. That's all the 

4 questions that I have. 

5 We do not waive reading and signing. When do 

6 we -- when do you think we can get a copy of the 

7 transcript for Ms. Santos' deposition? 

8 THE COURT REPORTER: Tomorrow. 

9 MR. BUTLER: Great. And tomorrow is also our 

10 target date for the late-filed exhibits that have 

11 been requested. And we will -- as usual, we'll 

12 provide them to the court reporter and we'll 

13 copy -- do it by email, we'll send it to the people 

14 that participated in the deposition so you'll have 

15 them as soon as they're available. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MS. HAR'DomN: 0 ka y . 

(Deposition concluded.) 

* * * 
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3 STATE OF FLORIDA 
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5 
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7 Reporter, certify that the foregoing proceedings were 

8 taken before me at the time and place therein 

9 designated; that my shorthand notes were thereafter 

10 translated under my supervision; and the foregoing pages 

11 numbered 1 through 75 are a true and correct record of 

12 the aforesaid proceedings. 
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19 

20 
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25 
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ERRATA SHEET 

I have read the transcript of my deposition, pages 1 
through 76, and hereby subscribe to same, including any 
corrections and/or amendments listed below. 

DATE (MARLENE SANTOS) 

(DOCKET NO. 080677-EI) 

Page/Line Correction or Amendment Reason for Change 

Reporter: Lori Dezell 8/20/09 
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Docket No. 080677-EI 
Deposition of 
Marlene M. Santos 
Late Filed Exhibit 1 
Breakdown of Grant 
Application Components 
Page 1 of2 

In reference to FPL's Late Filed Exhibit request on 8/20/09 for a "Chart showing 
breakdown of grant application components", please see page 40, Figure 8 of FPL 's 
response to Staffs 4th Set of Request for Production of Documents No. 55A
Supplemental. FPL's total investment in the grant application is $578.3M of which FPL 
has submitted a request to the Department of Energy (DOE) to reimburse FPL the 
maximum allowable of $200 million under the Smart Grid Investment Grant criteria. 

Regarding the Advance Metering Infrastructure (AMI) costs, note that in the spirit of 
complying with the intent of DOE's Smart Grid Investment Grant program to stimulate 
the economy by accelerating future year projects or unplanned programs, all project 
elements listed in Figure 8 on page 40, are costs not included in MFR's. The referenced 
incremental cost of $61.4M for element number E3-AMI in Figure 8 on page 40, consists 
primarily of three items, 1) acceleration of installing an additional 150,000 residential and 
small business AMI meters in 2010 and 150,000 in 2011 at a cost of$34.2M, 2) the 
installation of approximately 85,000 commercial business AMI meters in 2010 and 2011 
at a cost $24.7M, and 3) $2.5M for a new web portal interface tool for customers to be 
able to access their hourly energy usage information via FPL.com. 

In reference to the question related to the impact of FPL' s Smart Orid Investment Grant 
request on the Base Rate request, see excerpt below from Christopher A. Bennett's 
Rebuttal Testimony (pages 8-9) dated August 6, 2009. 

Q. How are these funds treated in your rate case proposal? 
A. The portion of the approximate $580 million ESF proposal reflected in FPL's rate 

case MFRs is approximately $380 million for residential and small 
commercial/industrial AMI deployments. These are FPL's required contributed 
"matching funds". As with the other projects, the DOE will match up to 50% of 
the project cost under the SOIG program. The DOE's $200 million will cover the 
cost of the other ESF activities discussed previous]y in my testimony. These 
expenditures are over and above those included in the rate case, but the DOE's 
funding will permit customers to get the benefits of those investments without 
requiring any payment on their part. If FPL had not proposed a large integrated 
and crosscutting project (which includes the functionality of more than one Topic 
Area) the maximum DOE funding available would have only been $20 million, a 
mere 10% of the maximum amount now eligible. It should also be noted that the 
DOE also wishes to incentivize investments that are incremental to those which 
would have been undertaken without the provision of federal funding 
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Docket No. 080677-EI 
Deposition of 
Marlene M. Santos 
Late Filed Exhibit 1 
Breakdown of Grant 
Application Components 
Page 2 of2 

Additionally, see below excerpt from page 14 ofFPL's response to Staffs 4th Set of 
Request for Production of Documents No. 55A - Supplemental. 

Regulatory Approvals 
Timeline of Regulatory Approval of AMI 
In Docket No. 080677-EI, currently before the FPSC, FPL is seeking cost recovery for 
the other AMI costs that FPL is not requesting to be funded by the DOE. An order is 
expected in this case in late December 2009 with cost recovery beginning the first week 
of January 2010. 
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Docket No. 080677-EI 
Deposition of 
Marlene M. Santos 
Late Filed Exhibit 2 
Cost Savings Associated with 
First Contact Resolution 
Page t of I 

In reference to Marlene M. Santos' direct testimony, page 18, lines 17 through 23 and page 
19, lines I through 4 related to savings associated with first contact resolution, there have 
been no further reductions identified beyond current levels and therefore there are no 
additional savings to include in the test year. 
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Docket No. 080677-EI 
Deposition of 
Marlene M. Santos 
Late Filed Exhibit 3, 
Expenses of Administering 
Care To Share Program 
Page 1 of 1 

FPL's Care To Share program provides emergency assistance funds to customers who are in 
a crisis and unable to pay their electric bilJ. The program is funded through donations from 
FPL, customers and employees. Since its inception, 55,000 families have been assisted with 
nearly $11.5 million. 

The administration expenses for the program are approximately $45,000 annually. This 
includes promotional campaigns and collateral as well as program operations and 
management, which includes fund reconciliation, agency audits and support, customer 
support, processing of the agency commitments and handling payment exceptions. All of 
these activities are spread among various departments and no one department has dedicated 
resources to the program. 
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Docket No. 080677-El 
Deposition of 
Marlene M. Santos 
Late Filed Exhibit 4 
Customer Complaints to 
FPL About FPLES 
Page 1 of2 

Below is a table that displays the customer inquiries made to FPL about FPL Energy 
Service's (FPLES) programs for the time periods of 2008 and July 2009 year-to-date. 

Product # of Inqu Irles July 
, # of Inquiries 2008 YTD 2009 

SurgeShield 745 345 
Miami Herald Billing 625 220 
Power Surge 108 52 
Utility Gard 50 26 

ApplianceGard 175 120 
Connect Services 84 8 {a} 
Other 18 6 {a} 
T~~ 1~O ~7 

{a} Note: Product not billed thru FPL. 

Below is a table that displays the customer courtesy calls and logged complaints made to 
the Florida Public Service Commission (PSC) about FPLES' programs for the time 
periods of 2008 and July 2009 year-to-date. 

Product 1# of psc Courtesy t# C'I PSC Logged • of PSC Courtasy ## C'I PSC Logged 
Ca.1I 2008 Complaints 2008 Cal. Julv Y1D 2009 Complalnt.Julv 2009 

~rgesnl~_ . .. 3 0 0 0 
._ -.. -" '- . _- ,. ~ .. .... -- ,- - --'0 Miarn Herald Billng 0 0 0 

Power SUllIe 4 3 0 1 
UtilltyGarc! 2 0 0 0 

IAppliance Protllctbn Plus 1 1 1 0 
Payment Pov.er 0 0 0 0 
IAQI,llianceGard 2 0 1 0 
Conned Services 

--.-.-~"'- .. -._- 1 11 , . 0 ,.-~ Other 0 
.... .. 

0 
,. 

0, 0 
(Total 13 5 2 1 
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Docket No. 080677-EI 
Deposition of 
Marlene M. Santos 
Late Filed Exhibit 4 
Customer Complaints to 
FPL About FPLES 
Page 1 of2 

In addition, below is provided the customer inquiries shown as a percent of the number of 
customers billed by FPL related to these specific FPLES programs. Refer to the Late 
Filed Exhibit MMS-7 that also displays the number of customers billed by FPL for 
FPLES programs for December 2008 and for July 2009 for this source data. 

j %dh;flilte.uy 
PIodui #c:fFPLES "Iod klqurieaZUlh> #ofFPlES ClJCmn #dncpiea Ylt) 2009 h>the 

~Blild tI'e o..tara. Blild Blledttw FPl »/YlD CuIIDnas Bled 
ltllu FR. (3Ut #d~ZUI ~_ R'l for FPLES (.lIIyml)_ 2009 by FPl fa" FlUS 

88,538 745 0.84% 82.<102 345 o~ 
MBTi Hilad IJIIrg 17894 B25 3.49'l\ 1 tT22 Z!D 21~ {b} 
R:Me'SJge 85,(125 100 0.13"1\ 83611 52 UCWA 
UiIi1yCBd 15197 50 O.33o/c 14,362 aI 0.18'1\ 
,AWilrce A't*di:J1 PkB 5:m Q4 1 .77"~ 4761 ! 45 O~ 

~RMa" 2.746 11 1 IL~ . ---- . -~~ 5, 0.200/0 - . . --- " _ _ _ .. _ 1- __ _ _ 

,AWi<n::eQJd 2,B09 175i 6.2;3% 2.7W . 12) --4.34% 
Tdal 217,518 1,911 i ~A 201,479 .81...!1 D.4O"1I 

ret n 

Finally, FPL has provided, with permission from United Service Protection Inc., an 
affiliate of Assurant Inc. (hereinafter referred to as "United Service Protection Inc."), and 
FPL Energy Services, Inc., customer satisfaction statistics related to the ApplianceGard 
program. United Service Protection Inc. working with FPLES, seeks to achieve high 
customer satisfaction with the ApplianceGard program. In fact, the overall satisfaction 
with United Service Protection Inc.' s customer service representatives is 86%, and the 
overall satisfaction with the service repair technician is 86%. 

United Service Protection Inc. uses a four level Likert scale (1 to 4) across multiple 
aspects of the program. Some of the other key performance indicators they look at to 
gage the satisfaction with the program include: 

• Promptly answering the call - 90% satisfaction scoring a 3.60. This is 
important because no one likes to wait a long time on the phone. The United 
Service Protection Inc. customer service representatives are available 24x7. 

• First call resolution - 81 % satisfaction scoring a 3.24. This is important 
because no one wants to make multiple phone calls on the same issue. 

• Tech arrival - 87% satisfaction scoring a 3.47. This is important because 
many times our customers take time off from work to meet the repair 
technician. 

• One visit fix - 82% satisfaction scoring a 3.26. This is important because it's 
inconvenient to be without a functioning appliance. 
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Docket No. 080677-EI 
Deposition of 
Marlene M. Santos 
Late Filed Exhibit 5 
Bill Inserts for the 
Surge shield Program 
Page 1 of 1 

Attached are the FPL Energy Services Surgeshield and ApplianceGard program bill 
inserts sent to customers via the FPL electric bill for the time periods of 2008 and July 
2009 year-to-date. Note that these inserts represent the full range of bill-insert versions 
mailed during this time period. Each version was mailed to a different subset ofFPL's 
customers. 

This service is provided for a fee to companies such as Geico, Home Depot, Zephryhills, 
FPLES, etc by FPL as part of its Bill Statement Advertising program. The Bill Statement 
Advertising program is a business to business service that provides an advertising vehicle 
designed to reach residential customers through the FPL electric bill. 

Revenues and expenses are provided in the table below. The revenues generated by the 
Program significantly exceed the expenses, reducing the revenues required from other 
sources and thereby benefiting FPL's customers. 

_ .... _._.EBIT ... __ ' .. 

(a) Projlctad 
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Protect Your Investruent 
Befol'e Danlage Happens 
SurgeShield O!1CfS two types of protection from 
~urges t~ntering through your home's electric lines or 
OI.hpr vulnerable points of entry. Sign up t00ay for the 
peace of mind that Ihe things you and your r.;lIlily 
depend on every day arc protected. 

Y'J ElectIic Meter Protection 
{\f tl'::t. h(' fi sing!..' [amii.',- /i u i1Ie, dllpk·\. or t o\~nh(ltl5(~J 

• Heavy-duty surge protC'ctor is instaUed at your meter 

• Protects A/C. refrigerators and other large 
housC'hold applianCl's 

• f"bifltilined and monitored . bv FPL 

• S8.95 plus lax per month on your FPL bill 

• Free installation for newifirst time cllstQn1erS 

YJ Plug~in Protection 
!.'\ F[t:l;-,l,J~ Ii) ;)il (u:sto m4 o\fS! 

• Protects sensitive elc~clTollic eqUipment 
and smaller appl1ances 

• Includes special cOllnectors to protect 
from surges entering through phone. 
cable and data lines 

• Choose from pre-selected packages or 
customize your solution (customer 
installation required) 

• Prices will vary based on selection 

Protects Large 
Appliances 
Al e sy".tems. washers. drYf'I'S. 
dishw3Sh<>fS. ovens/ rang!'S. 
ceiling fans. garagr door 
openers alld more 

Protects .Electronics 
& Small Appliances 
TV5. VCRs. Dvl>S. stereos. 
complltffs. printers, fax 
mac.hines. conllcss phones 
andrnore 

\{) 
Receive your first mon~h FREE by signing up for meter protectioll online at 

V www.FPL.com/SurgeShleld Promotiollal Code: SSWl7 
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Protect Your Investnlent 
Before Dall1ag{~ Happens 
SurgeShield offers IW() types of protection rrom 
surges entering through your home's \: Iectric lines or 
other vulnerable pOillls of entry. Sigll up today for the 
peace of mind tltat the things you and your family 
depend Of] evcry day are I)[~~ l~"ct ('d - . 

Y Electric iVleter Protection 
! ~'>1ust be a -:, ;'ngk· fa mify how!', d l1ph ·.\ or ro\~"Hhvu~J} 

• Heavy-dury surge prolector is installed at your meter 

• ProlectsiVc' rdrigerators and other ~1fge 
household appliances 

• Maintained and monitored by FPl 

• S8.95 plus tax per month 011 your FPL bill 

• Free illstallalion for new/first time clistomers 

Y Plug-in Protection 
(A\'"dlilhh-, t.o .aU CIl\tnmers) 

• Protects sensitive electronic equipment 
and smaller applianc('s 

• Includes special conneclors to protect 
ti'OOl surges entering through phone. 
cable and data lines 

• Choose from prl~ - se1ccted packages or 
clIstomiw your solution (customer 
installation required) 

• Ptic('$ will vary based on selection 

Protects Large 
Appliances 
Al e $)'~lems , washers. dryers, 
dishwashers . ovem/rang{'S. 
ceiling fans, garage door 
openers and lIlore 

ProtC(:lS Electronics 
& Small Appliances 
TVs, VCRs, DVDs, stereos. 
compUIPf5, prinlpl's, fax 
madunes, .cordk~s., pholles 
and more 

~~ Receive your first mon~h FREE by signing up for meter protection oniine at 
t J www.FPL.com/SurgeShleld PlCJmotional Code' SSW18 
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Protect Your Investnlent 
Before Danlage Happens 
SurgcShic!d offe r~ tl-\ O t \jll'S or protection from 
"'Jlges ,'nt,.,ring through you r hOll ie's electric lines or 
OUw r Vll!IH 'f<1b!e p Oilli !'; or ('I li ry Sign up lotiay for rhe 
peace of milld tilm Ill(' thing!> you and your ra mi!" 
ciepend on cH:ry day arc prOfcC1 ("d 

Y'J Electric J\,leler Protect io n 
! \fu., : !;. , d si;:;..;k- fGJJI;lf.'. h :m h '. dupiex or U)\~--iJ !IU U"'j -) 

• ! leavy -dULY surge protC'ctor is in5tal! ed ,-It your m cter 

• Proteus /VC, refrigercll ors and oth er !;l1gc 
househo!d appli;m ces 

• i\f,uflL'lined and monitored hy FPL 

• S8,!):! pius tax pe r month Oil your FPL bil l 

• Free installatio n fOI lIe\\ !fi rsl li me customers 

Y'J Plug-in Protection 
(Al,!)L·!i,i:, ,< ) ;:11 ('{l SfUi! it.'C.,) 

• PrOlccls sensitive eled['Qnic equipment 
and 5rn"lI(' r ilpplianct.'s 

• includes special connectors to 11IO( l!ct 
from surges entering through phone, 
cable and da w lines 

• Choose from pre -selected pac:k;lgc:, or 
clIslOmiz,' \'our so!urion (cus(omer 
illstallation I ('quir.-el) 

• Price, \\ ill vary based 011 sekcrion 

Protects Large 
Appliances 
A/ e syste ms, \\ilsl lf'fS, dryers, 

dishwash" r" I)\'f'nsIrallge<;, 
ceiling fa ll'>, garagp dllor 
opener; and ll10re 

Protects EJectronics 
& Small Appliances 
TVs, VCRs, DVDs_ str'm]" 
compUlP!'s, prillicrs, fi\x 
madlin(", cordless ph{)nes 
and mon' 

\fJ Receive your first month FREE by signing up for meter protection online at 
V www.FPL.com/SurgeShield Promotional Code: SSW19 
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Protect Your Investrnent 
Before Daluage Happens 
SurgeSllield o fjpr" t\\O types o[ p rn tcc l iu ll i'r()fll 

~\ltgc~ C[II ('li ng I hrollgh your hOI!)!' " eiecGi<: lillt :s or 
ut l h~r \ U\ll tTilhic· poin ts of l' lItry. Sigll up today Cu r rhe 
jwacc nf mimi dkH the th ings you and your f,,;mily 
dqwncl on ,; very (by <ln ' p;ot:;.ctccl " . 

y) Elecllic Meter Protection 
(\'itb t be (l ,':,fn r: !(~ !iJ!1lfl .. \/ hnme. du;; !ex. condo 01 rov.rli'w{1 Y' .' 

• HPdvv ,dut) surge pro fly tor is installed al your :ne{C'r 

• I'lo[ ec ls A/ c' i('frigeralms dlld uilwr laroe' 
hou;ehold appliallces " 

• i'vlilintaille\J ancilllOtliwrL'd by FPL 

• S~LCl5 pillS {ax per month OIl your FPL hili 

• F rcc installa tion for rww ltlrst lime CUStol1lPIS 

y} Plug-ill Protection 
(. \,aiblJ;,.' w aii ("IJscorn('r~) 

• Protec ts sensitive electrOniC equipmcnt 
and smaller appliances 

• [ndud<,s spc'C'ial connectors [0 protcC[ 
from ,>urges clltC'ring throug h phone. 
cable ;md clara lines 

• Ch()u~e from pr('-~d('cted packJgf's or 
cw,i omize your solu tiun (Cll S10fW:' I' 

instaliarioll lE:,quire d) 

• f'licps wiH vary ba,e;c! 011 selection 

Protects Large 
Appliances 
Al e systems, washrrs, dryers, 

ilisliwa;lwls, ow·nsiranges . 
(piling fell1S, garage door 
opellers ilnd fllore 

Protects Electronics 
& Small Appliances 
TVs. VCRs, DVDs. s!er(~)s , 

compUIP!'i. prill/PI's. fax 
madtines, cordless phu!l('S 
alld more 

~11 Sign up now to receive FREE INSTAtLATION (up to $75 value) PromoCod(!:SSW20 

VJ Sign up online at www.FPLES.com/SurgeShieJd or call 1-800-811-9410 
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Florida is the lightning 
capita l of the Us. 

The ciL'ctricity nowing 
within a lightning bolt 
can reach 2 million vol ts. 

Elpurit"a l SlorlliS cause approximately 
S100 million in prOpell) damage Pil ch year. 

Power surges are Olll' of t he main causes 
of damage to Ale systems. 

For Your Home 
Receive your first month FREE by signing up 

on-line* at www.FPLcom/SurgeShield 
Promo Code: SSW16 
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Protects Large Appliances 
Me systems, WaSIlf'fs. dryers, dishwashers, oVE'l1siranQcs. 

. ceiling fans. garage drXlf openers and more " 

• Heavy-duty surge protector is installed at 
your meter 

• Protects Ale. refrigerators and mller large 
household appllallces 

• Maintained and lllonitored bv FPL 

• $8.95 plus tax per month on your FPL bill 

• First month free Vla on-line' enrollment 

• Frf~e installation hlf newlfirs[ time customers 

Receive your fIrst month 
" 

by signing up on -line at 

or {all] ·888· \OSLRCE (l·888·G£i7 ·8743) 

'FREE month \alid wnh on-lin!' sign up 
Promo Codt SSWl6 

• Heavy-duty surge protector is installed at 
vour meter 

• Technolooy with a 40-vcar track record 
Q, .' 

of proven surge protection 

• Monthly charge on your FPL bill 
. $29.95 plus lax for single-phase service 

$49.95 plus tax for three-phase service 
Hill COl!nan ! he iere/ need) 

• Installation is scheduled at your cOllvenience 
for a speciaL onetime fee of $50, 

Receive your first month 
by signing up on-line** at 

or call 1888-NnSLRCE (! ·888·G(78743) 
• >FREE month onlv valid with Oil-line sign up 

Prom(; Code: COMB3 
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Now's the time of year when your central air conditioner is 
working its hardest to keep your home cool and comfortable. 
But even the best can break down at any time. 

When an air condit ioner breaks down, th e cost to rep,-)ir 
or rep lace it ca n be a Inaja r expense. Unl ess you have 
ApplianceGard. It covers the cost to repair or re p lace your 
air co nditi oner - and oth er essential ma jo r systems and 
appliances such as your : 

Refrigerator Di shwi1she r 
2, Washer/Drye r An d much more ' 

Enroll today and start saving money, time and trouble. Call us 
at 1-800-554-5836 and mention offer #135. 

~ 
I=PL. 
Energy Services 

J\ ll p ! ~ u nceCliJrd :s u fte f!.~d un U:~ l ldj ! of rPL Er;L;r qy :);';1\;" !Cl!::i, 

;H! ilfi!'ia te of FicndJ i\l'NPI & LirJht CC1n IH"V. 

080677 Hearing Exhibit - 00001966 
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Plall provides coverage for your: 

You C;;:li! Chn(Ji, f: th{~ p}Hn v'Jith th~) dpptinHc Hs Hnd systeni8 VOU tNBnt 

cevered - regardless of llranif or a[le, provided they are in good 
working condition to the best of your knowledge. No horne 
inspection required! 

'feu uw Cd l! App i ia l!!~eGmd Custilmer Service, available 24 hours 
~, 365 days a year. They'll find a reputable, screened 
technician from our large service network who'll contact you 
and get the job done right With ApplianceGard, you can let 
others do the searching for you. 

'Iou Cd C the C i)~" ;/ i}n i r::n[;e of I: i'r:\-oi ;,!r'}i) The monthly 
service fee will be conveniently added to your FPL bill - no 
additional payments or bills to mail. 

YOll (;'.m ep a}!! w ith.hle (~o! L Simply call our toll-free number 
to process your enrollment. 

Prot~!'G.t VG Llr b iH! fjGl IH U fH~ XP[~GtLd j~ 'H1 d C (l~l:{l y 
CaU 1 .. 8Gn · · ~; h{l,.5H~6 ~Hid ment ion ~J11 er ttl 

$17.99 per month '! 

.. central Ale .. heat purn,l .. hoalin\] • walel ileJter 110111" 
$33.99 per month" 

Pion provides coverage for your: 

• cemra' Ale • heat pump' he3tinq • water hr~<Jtc;r • wJ:;hcr 
.. (Jlyer • refliucrator • tbhwaSllCl '. fiillge/cooktop • oven 

535.99 per fTlonthP 

Plan provides coverage lor your: 

• central Ale • hOal pump. hO<Jting • wator treater . wJsher • dryor • refrigelatur 
• dl~hw:l5h()l .. fanye!cooktop • oven " built· in microwave . Gilrb-JUt) (jiSPO~ill 

... Ccveraoe t;t:~Jin ., JO rJ dy"i ,1IIt:f t:r ;fl.'!ilTt' lIt HI rhe pro~rr)Hl and app:ies 10 rcn·-cufnm: iciai ( w!H:d !t~~l i (je ntidl f.H OPnlh:$ (Ir; ;y 

! ! Fi wi :id! (~~~ ~ n.·, /~ $i:~G ;) (~ rViCU Ut :':' tne d!i SO appiie:; 

080677 Hearing Exhibit .:~qQQ1§!~7 
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Major appliances can break down when you 
least expect it With ApplianceGard; you'll never 
again have to worry about the cost of the repair 
or how to find a qualified service professional. 
ApplianceGard covers the cost to repair or replace your 
horne's major appliances and major systems including: 

• Central Air Conditioner • Refl'igerator 
• Washer/Dryer • And more 

Enroll today and start saving money. time and trouble. 
Call us at 1-800-554-5836 and mention offer #333, 

Energy Services 

bHi:;,'! ot 
,df:l:are of Flu!!)" 

080677 Hearing Exhibit - 00001968 



All of the ApplianceGard plans provide protection for expensive 
household appliances and systems in an easy and cost-effective 
way, starting with our Central Ale & Water Heater Plan. 

Flexible Plans and Pricing - no rnatter your budget, we have plans 
designed to meet your needs. 

Hassle-Free PDyments - the monthly service fee will be 
conveniently added to your FPL bill - no additional 
payments to make or bills to mail. 

Personal and Round-the-Clock Support - our customer 
representatives are available 24 hours a day, 365 days a year. 

Conveniellt Service - we'll find a reputable contractor in your area, 
so you don't have to spend time searching. 

Easy Enrollment. No home inspection is required. Sirnply call our 
toll-free number to process your enrollment. 

Protect your budget from unexpected and costly repair bills. 
Call 1-800-554-5836 and mention offer #333. 

Choose The Plan** That Works For You . 

Plan provides coverage for your: 

• • hUiltillj 
• Wilt!!! • dry81 
• reloqerator • Jshv\'asher 
• • oven 

• 

Comprcilum;ivG 
PllltlJlTovilllJSCQV/llllgefot your: 

'centr;ll Ale • hBBt pump • 
• watpr fleat"r • wastier • 
• mfrigerator • dishW.;lsher 
• range/cook(Op '0'1011 

$33.99 per monthit 

080677 

. Cen1raJ Ale, Heating & 
.., 'Water Heater Plant 
.. Plan providll1l cov~rage foc yuur: •. .. 

• centrafA/C • heat PUfllfJ .. 
~ llooting • water hallter '.0. i.·".· 

.. $17.99 per mOnth tt 

Exhibit - 00001969 
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Save hundreds of dollars with ApplianceGard. 
Check out the chart below to see tile amount of savings you 'll take advanta ge of with ApplianceGar(j 

For immediate enrollment. call 1-800-554-5836 and mention offer #257. 

Average Cost Service Call Fee Cost 
Failed Item Remedy WilhDUI WlIh 

ApplianceGardCoveragel ApplianceGard Coverage 

Cf,n~rJI AiC Repa!r $lS to S1250 $50 
Repiacement S' ,SOO to $5,000 $50 

Water Heater Repair $100 to $750 $50 
Replacemcnt $350 to $700 $50 -----

Kitchen Hefr iQe:'ator 
Reoa'! $75 to $450 S50 

f1eul2cement S4()O to $1 ,2UO $50 

Kitchen Range/Oven Repair $75 to $300 $50 
Replacement $400 to $1,500 $50 .------

GwllCl!]l1 Disousal ReCdC PIllF! nt $1:2:1 to $2:)0 $50 

lBased upon national averaqes of industry service technicians. 
Thi~, is D lJrief description of ApplianceGard, Cf)r'I;lin conditions apply perta; :l ,ng to rust ilnd corrosion" 
Plor.se refer to th e service agroomenl, which '10\1 wi ll rece;ve once you enro ll, for cornpl lHo deUli/,; of itCnl~; 
coverHd and exclusions th at apply" 
III FL. ApplianccGard is provided and administered by Uniled Service Protection: Inc," . 
FPL Energy Services, 6001 Villagr. Blv{L. West Palm Beach, FL 33407, Telemarketlllg LIcense #TC2270 
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ApplianceGard offers: 
Sensible Protection - Starting at 60t a day - Protect your Central 
AlC, Heating & Water Heater without the big ticket price tag! 

Hassle-Free Payments - Monthly service fee is conveniently 
added to your FPL bill. 

Convenient Round-the-Clock Service - Avoid the hassle of 
finding a reputable service person. ApplianceGard does 
it for you! Just call the customer service line. which is 
available 24 hours a day, 365 days a year. 

Peace of Mind - Rest assured, you won't have to do without 
your systems and appliances. 

Easy Enrollment - No home inspection is required . 

Activate ApplianceGard today. 
Call 1-800-554-5836 and mention offer #257. 

Choose The Plan**That Works ForYou . 

• Comprehensive 
Plan Plus'! 

(en t fC1 ! Ale " 
Heat Pump " 
Hea1inu ./ 

Wawr Heater " 
Washer ./ 

Dryer " 
Befriuerator " 

Dishwasher " 
Rcmge/Cooktop ./ 
Oven / 

Comprehtmsive 
Plantf 

... ... ,t ... 

r------------+--------~~----;---~~--~~--_1------------------
Built·in Microwave " 

Garoano Disposal " 
MonthlV Cost' $35.99 $33.99 S17.99 

•• Coverage benins 30 days after enrollment if) the plOgrarn and arplies to non-commercia! owned res i denl i~1 prnpenie<. only, 
t PillS sales tilX. /, $50 service call fee also applies. 

tt pLUS! Add on a second Central Ale & Heating Plan for an additional $10.99 per month. 

; 

· i >
<1..' . 



Docket No. 080677-EI 
Deposition of 
Marlene M. Santos 
Late Filed Exhibit 6 
Bill Inserts for the Power 
Surge Program 
Page 1 of 1 

Attached are the FPL Energy Services Power Surge program bill inserts sent to customers 
via the FPL electric bill for the time periods of2008 and July 2009 year-to-date. Note 
that these inserts represent the full range of bill-insert versions mailed during this time 
period. Each version was mailed to a different subset of FPL' s customers. 

This service is provided for a fee to companies such as Geico, Home Depot, Zephryhills, 
FPLES, etc by FPL as part of its Bill Statement Advertising program. The Bill Statement 
Advertising program is a business to business service that provides an advertising vehicle 
designed to reach residential customers through the FPL electric bill. 

Revenues and expenses are provided in the table below. The revenues generated by the 
Program significantly exceed the expenses, reducing the revenues required from other 
sources and thereby benefiting FPL's customers. 

080677 Hearing Exhibit - 00001972 - - -----
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PLEASE OPEN IMMEDIATELY: 

Important Information Enclosed 
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Your friends and neighbors enjoy the benefits of 
Power Surge Protection. 

Here's what some have said: 

"Service was excellent. , am so grateful for 
this product • 

- Karen F., Holmes Beach 

~Excellent wdh capital /etters! Your service 
was fast, accurate; excellent customer 
servk;e. Thumbs up!!!" 

- Angela G., Hallandale Beach 

"' was guided through the process very 
efficiently ... we were vel}' satisfted with the 
program, and we feel safe and secure. 
- MaryAnn K., Green Acres 

"The service was excellent. , would 
recommend it to everyone I know .• 

- George B., Port St. Lucie 
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Damage 
from power 
sutgesand 
lightning -

It happens ... 
probably 

Did you know? 
Power surges can cause: 

• YOUf computer to lose data 
· Electronics to overheat 
· Household appliances to 

malfunction 

The cost for repair or replacement is 
expensive and usually NOT cl1Yered 
by homeowners insurance. So 
what can you do to prepae for the 
unexpected? 

Enroll in Power Surge 
protection. 
With Power Surge Protection, 
you will: 

• Be reimbursed for the cost to repair 
or replace your covered appliances and 
eledrooic e~t due to damage 
from power surges and lightning strikes 

• Be covered for losses up to the 
policy maximum 

• Not have to pay a deductible! 

Safeguard your budget and be prepared for the 
lightning season with Power Surge Protection 

Offered on behalf of FPt. Energy Services 

• Florida is IN! ligtrtning capital of the woOd. AOIi<Ia experlences iigl1lnirtg strikes at 
least 100 days per year. SOUrce: WVM.8fOt6Jdce/lIraJfIorid8.com 
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The one who benefits in so many ways from 
Power Surge Protection is You. 

-....... You decide. You can protect your appliances and electronics up to a =: value 01 $10,000. Premiums start at $6 per month for $3,000 of coverage . 

.....".... You can join the more than 86,000 FPL eustomers enrolled in 
Power Surge Protection·. And enjoy protection when needed 
(over $5,000,000 in claims has been paid to customers with 
Power Surge Protection)." 

.... You can enJoy coverage for repair or r.plac.ment. Can't be repaired? 
You will be reimbursed tor a replacement up to the policy limit 

... You don't have to write any eAtra checks. Monthly premiums will be 
conveniently added to your FPL bill . 

... You have nothing to ~se. Review your coverage for 30 days. If you're 
not satisfied, simply relurn the policy within the first 30 days for a full credit 
of any premiums you have paid (minus any claims) . 

• FPl Energy ~ices statistics 
- Assurart Solutions statistics. 2006 
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55% of Americans mistakenly believe that their 
homeowners policy covers power surges*. 

Coverage for damages from power surges usually no* yes 

Deductible ? no 
Increased premium rate after daim ? no 
cancellation after claim ? no 

• Tu rut maJarIIy tJllln#m MHllJaRleDWIMIS paNties .m.de Sfl4tJerllDn Of tillmaga ttl 
BllIt:lttJRIcs tram dIJ",. ill an .rtJfCiai/y genentMI./alul tIImmt. 
(SlImy etIII4t1dt14 ., Tmted C/IIJ1ctJ AI""'-. 2887). 

I' 
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Power Surge Summary of ElIclusions provided by 
American Bankers Insurance Company of Florida 

• 8ectric appliances and electronic equipment not 
operational just prior to the peril causing the loss or 
not aNI1&d by the poicy owner. 

• Electric appliances and electronic equipment that 
cannot be replaced with other of like kind and quality. 

• Adcitional costs of on-site service. such as 
IJaVeI charges. 

• Loss IBSUIting drectlyor indirectti from enlorcement 
of 8IlY oninance or law regulating the construction. 
repair or demolition 01 a buiding or other structure. 

• Loss caused by, or resulting from. depreciation; 
insects. vermin. corrosion or rust; ph~1 
environment su::h as dust, dampness. dryness, cold 
and heat; mysterious disappeerance; error or 
omission in design or system conHguralion; fauly 
construction or any ori9naI defect in the covered 
property; war incIudng undeclared or cMlwar; 

repair or seMce jncltxing installment of 
COIered property. 

• Additional costs incurred as a resul of a loss. 
such as extra expenses. programming, data 
reconslruction, data recovE!l'y or program 
instaJlaIion or reconfiguration. 

• Costs recoverable under the product wananty or 
extended warranty. 

This Is a brief description of Power Surge Prolectioo. 
Please refer to your policy, which you will recef.ie 
ooceyou enroll, for complete delaQs ot coverage and 
exclUSions that apJiy. 

~ Su'ge protection is underwritten by American 
Bankers Insurance Company 01 Florida, anAssurant 
Solutions company, 11222 Quail Roost DriYe, Miami, 
Florida 33157- 6596. 
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Choose Your Coverage and Enroll Immediately. 
Call toll-free 1-877-459-5590 and mention offer #PWR14. 

Please have your FPl account number available when you call. 58 habIa espaifol. 

A customer service representative will be happy to assist you in 
choosing the coverage that fits your needs best 

• $ 5,000 I $10.00 per month 
• $ 4,000 I $ 8.00 per month 
• $ 3,000 I $ 6.00 per month 

Hole: adIiIilnaI CCN8IlIgeS, up 10 $10.000. are avaiabIe. Cons\jt yoLr aJS1Dmer service represenIaIive fix" details at 1 -877-459-5500. 
~ prflerred, you I11iIJ complde the Enrolment Rrm 01\ the reverse side and relllm it with )OUr FPL payment 
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H not enrolling by phone, complete this form and return it with your FPL payment. 

~ YES' Please enmll me In If1e I'owef Surge ACCaJNTtiCl.l:afS OOr.lTUR; I TOOWS,[)f.l£ 
• prolectioD ~, I UI'ldernIand that X , 

tile puIdIase of \lis insurance Is woturtary, and rm 
free II cancet at any time. I hereby giw permlssioo PlNHPrint 
lD charge my m. account mOl'dllly fa'1ht! coverage 

FPL BlLLACCOUNTNIJMBER (REQ\fflEO) I OAYT~E PtKM , I am purchasinQ, 

Plene choose one of the IoIIowtng plans: 
(t/'tIJd. 0fI8) o $ 5,000 I $10.00 per moaIb PAM' ACCQLNll«X.OER'S NAME (REQUIREO) 

o $ 4.000 I $ 8.00 per month 
o $ J,OOO I $ 6..00 per _VI 

ACCOUNTHOlOER'S AOORESS fITY IFtT~P Or_~~ID$to,ooo. 
Colt t-877_55g(If"'ldd~d>obL 

R'I. __ ~ ___ u-.m:zm.8DOI ..... ~ __ -.R. _ 
13757.ooos-2e~ 293337A5! 

_ swtolo ____ ooty. 

PWR14 
PP2~9ah1d 

__ SUr~ i'tol«ticn 
Cl As1unIrrt , Inc , 2OO'l 

I~~ I 
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Important 
Reminder 
for Residential 
Cufltomers: 

Call toll-free to enroll in 
optional Power Surge 

Protection. 

1-877-459-5590 
Mention offer 'PWR14 

to process your 
enrollment immediately. 

Or if preferred. complete 1he enclosed enrollment form 
and mail it along with your FPL payment. 




