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Eric Fryson

From: Rhonda Dulgar [rhonda@gbwlegal.com)

Sent: Friday, August 17, 2012 2:45 PM

To: Filings@psc.state.fl.us; Bill Garner; Brian Armstrong; Charles Guyton; Caroline Klancke; Daniel

Larson; Glen Gibellina; Jessica Cano; John Hendricks; John.Butler@fpl.com; Jon Moyle, Jr.;
karen.white@tyndall.af. mil; kelly jr@leg.state.fl.us; Ken Rubin; Kenneth Wiseman; Kevin
Donaldson; Keino Young; Larry Neison; Maria Moncada; Mark Sundback; Martha Brown:
McGLOTHLIN.JOSEPH; Patrick Ahlm; Patty Christensen; Paul Woods; Quang Ha;
rehwinkel.charles@leg.state.fl.us; Thomas Saporito; Vicki Kaufman

Subject: Electronic Filing - Docket No. 120015-El
Attachments: 120015.FRF NoticeOfOfferOfSettlement.8-17-12.pdf

a. Person responsible for this electronic filing:
Robert Scheffel Wright

Gardner, Bist, Wiener, Wadsworth, Bowden,
Bush, Dee, LaVia & Wright, P.A.

1300 Thomaswood Drive

Tallahassee, FL 32308

swright@gbwlegal.com
(850) 3850-0070

b. 120015-E1
In Re: Petition for Increase in Rates by Florida Power & Light Company.

¢. Document being filed on behalf of the Florida Retail Federation.
d. There are a total of 50 pages.

e. The document attached for electronic filing is The Florida Retail Federation’s Notice of Offer

of Settlement.
(see attached file: 12001 5.FRF.NoticeOfOfferOfSettlement.8-17-12.pdf )

Thank you for your attention and assistance in this matter.

Rhonda Dulgar

Secretary to Jay LaVia & Schef Wright
Gardner, Bist, Wiener, Wadsworth, Bowden,
Bush, Dee, LaVia & Wright, P.A.

1300 Thomaswood Drive

Tallahassee, Florida 32308

Phone: 850-385-0070

Fax: 850-385-5416

Email: rhonda@gbwlegal.com
http://www.gbwlegal.com/
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information which is legally privileged and confidential. Furthermore this communication is protected by the Electronic Communication Privacy
Act, 18 U.8.C. §§ 2510-2521 and any form of distribution, copying, forwarding or use of it or the information contained in or attached to it is
strictly prohibited and may be uniawful. This communication may not be reviewed, distributed, printed, displayed, or re-transmitted without the
sender’s written consent. ALL RIGHTS PROTECTED. If you have received this communication in error please retum it to the sender and

then delete the entire communication and destroy any copies. Thank you.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Petition for Increase In Rates )
By Florida Power & Light Company ) DOCKET NO. 120015-EI
) FILED: AUGUST 17, 2012

THE FLORIDA RETAIL FEDERATION’S NOTICE OF OFFER OF SETTLEMENT

The Florida Retail Federation (®*FRF*), by and through its
undersigned counsel, hereby files this Offer of Settlement to
Florida Power & Light Company and to all other parties to the
above-styled docket.

In summary, the FRF’s Offer of Settlement is structured very
similarly to stipulations and settlement agreements that were
agreed to by all parties in 2005 in Docket No. 050045-EI,! and in
2010 in Docket No. 080677-EI.? Under these settlements, FPL has
enjoyed stable revenues and healthy returns, while FPL’s
customers have enjoyed stable base rates for the past seven
years. Copies of the Commission’s orders approving each of these
settlement agreements, including the agreements themselves, are
attached to this Offer of Settlement. The FRF believes that the
proposal embodied in its Offer of Settlement fairly balances the
interests of FPL and consumers and would urge all parties to this

docket to give the Offer their most serious consideration.

! In Re: Petition for Rate Increase by Florida Power & Light
Company, Order No. 05-0902-S-EI, Order Approving Stipulation and
Settlement (Fla. Pub. Serv. Comm’'n, September 14, 2005).

? In Re: Petition for Rate Increase by Florida Power & Light
Company, Order No. PSC-11-0089-S-EI, Order Approving Proposed
Stipulation and Settlement (Fla. Pub. Serv. Comm’'n, February 1,
2011). The Stipulation and Settlement was dated as of August 20,

2010. Id. at 22. DOCUMENT KUMPF R -DATT
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The FRF is filing this Offer of Settlement with a spirit of
transparency and openness and in a sincere effort to resolve the
parties’ differences without further adversarial proceedings.
While this Offer of Settlement may not be construed as a waiver
of the FRF's positions on any issues in this case, the FRF
proposes this Offer of Settlement as a fair and reasonable
resolution of the complex and interrelated issues in this case.

Summary of Offer of Settlement

The following are the principal terms of the FRF‘’s Offer of
Settlement. The FRF contemplates that, if the parties are able
to reach substantive agreement on these terms, the parties would
then proceed to negétiate and execute a definitive Stipulation
and Settlement Agreement, similar in form (and content) to
settlements that the FRF, FPL, and other parties executed in 2005
and 2010.

1. Term: 3 years or 4 years, at FPL's option.
2. Return on Equity: 9.75% if a 3-year term, 10.00% if a 4-year
texm. Range of plus-or-minus 100 basis points relative to

the ROE chosen by FPL according to the term of the
agreement. :

3. Equity Ratio: 55 percent.

4. Base Rate Increase: January 1, 2013 - Zero.

5. Rate Increases for New Power Plants: Following the manner in
which the parties to the Stipulation and Settlement in
Docket No. 050045-EI treated certain power plants that
entered service during the term of that agreement, FPL would
be authorized to increase its base rates to recover the
annual base revenue requirements (or that portion of the
annual base revenue requirements that is not otherwise
recovered fully through a cost recovery clause or clauses)
associated with its Cape Canaveral Clean Energy Center and
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Riviera Clean Energy Center, respectively, with the timing
of such increases to be simultaneous with the commercial in-
service date of each unit. See Order No. 05-0902-S~EI at 3~
4, 19-20.

6. Storm Cost Recovery: As agreed to by the parties to the
Stipulation and Settlement in Docket No. 080677-EI. See
Order No. 11-0089-S-EI at 13-14.

7. Amortization of Depreciation Surplus: Following the manner
in which the parties to the Stipulation and Settlement in
Docket No. 080677-EI addressed the amortization of
depreciation reserve surplus, FPL would be given flexibility
to amortize the amount of the $894 million of depreciation
reserve surplus identified in Order No. 11-0089-S-ET
remaining as of December 31, 2012, currently estimated by
FPL to be $191 million, over the term of the settlement
agreement. The other limitations that the parties agreed to
in the 2010 Stipulation and Settlement would also apply. See
Order No. 11-0089-S-EI at 20-21.

8. Provisions for Extreme Conditions: As agreed to by the
parties to the Stipulation and Settlement in Docket No.
080677-EI, if FPL’'s actual ROE falls below 8.75% or 9.0%, as
applicable, then FPL may seek base rate relief, and if FPL’'s
actual ROE exceeds 10.75% or 11.0%, as applicable, then any
of the consumer parties to the settlement may file a
petition seeking to have FPL's rates reduced. See Order No.
11-0089-S-EI at 19-20.

9. Recovery of Other Costs Through Cost Recovery Clauses. As
agreed to by the parties to the Stipulation and Settlement
in Docket No. 080677-EI, FPL would not be precluded from
requesting the Commission’s authorization to recover costs
that are of a type which traditionally and historically
would be, have been, or are presently being recovered
through cost recovery clauses or surcharges, or are
incremental costs not currently recovered in base rates
which the Florida Legislature or the Commission determines
are clause recoverable subsequent to the approval of the
agreement contemplated by this Offer of Settlement.

Conclusion

This Offer of Settlement is not a motion, but rather is an
open and transparent offer to FPL and all parties to this docket

that is tendered in an effort to resolve the parties’ differences



on the many complex and interrelated issues in this case. The
Offer of Settlement addresses those issues ih a manner that
fairly respects and balances FPL's financial needs for sufficient
revenues to provide safe and reliable service at a reasonable
cost and the needs of FPL’s customers for safe and reliable
electric service to be provided at the lowest possible cost,
particularly in the current difficult economic times facing
Florida and the United States.

Sincé this Offer of Settlement is not a motion, the FRF has
not consulted with other parties to ask their positions with
respect to the Offer. The FRF stands ready, willing, and able to
enter into negotiations toward a definitive agreement embodying
the terms of this Offer of Settlement, and the FRF respectfully
encourages all other parties to this case to give this Offer
their most serious consideration.

Respectfully submitted this 17th day of August 2012,

Robert Scheffel Wrig é

schef@gbwlegal .com

John T. Lavia, III

jlavia@gbwlegal.com

Gardner, Bist, Wiener, Wadsworth, Bowden, Bush,
Dee, LaVia & Wright, P.A.

1300 Thomaswood Drive

Tallahassee, Florida 32308

Telephone (850) 385-0070

Facsimile (850) 385-5416

Attorneys for the Florida Retail Federation
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CERTIFICATE OF SERVICE
I HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished by
electronic mail this 17th day of August 2012, to the following:

Keino Young/Caroline Klancke
Martha Brown

Florida Public Service Commission
Division of Legal Services

2540 Shumard Oak Boulevard
Tallahassee, Florida 32399

R. Wade Litchfield/John T. Butler
Jessica Cano/Maria J. Moncada
Jordan A. White/Kenneth Rubin
Florida Power & Light Company
700 Universe Blvd.

Juno Beach, FL 33408-0420

Kevin Donaldson

Florida Power & Light Company
4200 West Flagler Street

Miami, FL 33134

Charles Guyton

Gunster Law Firm

215 S. Monroe Street, Suite 601
Tallahassee, FL. 32301

Kenneth Wiseman/Mark Sundback
Andrews Kurth LLP

13501 I Street NW, Suite 1100
Washington, DC 20005

J.R Kelly / Joe McGlothlin
Office of Public Counsel

111 West Madison St., Room 812
Tallahassee, Florida 32399

John W. Hendricks
367 S. Shore Dr.
Sarasota, FL 34234

Mr, & Mrs. Daniel R. Larson
16933 W. Harlena Dr.
Loxahatchee, FL 33470

Karen White

Federal Executive Agencies
AFLOA/JACL-ULFSC

139 Barnes Drive, Suite 1

Tyndall Air Force Base, FL 32403

Vicki Gordon Kaufman
Jon C. Moyle, Jr.

Moyle Law Firm, P.A.
Perkins House

118 North Gadsden Street
Tallahassee, Florida 32301

Thomas Saporito
177 U.S. Highway 1N, Unit 212
Tequesta, Florida 33469

William C. Garner

Brian P. Armstrong

Nabors, Giblin & Nickerson, P.A.
1500 Mahan Drive, Suite 200
Tallahassee, Florida 32308

Paul Woods/Quang Ha/Patrick Ahlm
Algenol Biofuels Inc.

28100 Bonita Grande Drive,

Suite 200

Bonita Springs, FL. 24135

Larry Nelson
312 Roberts Road

Nokomis, FL 34275
Mr. Glen Gibellina

7106 28" Street East
Sarasota, FL. 34243




BEFORE THE PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by Florida | DOCKET NO. 050045-El
Power & Light Company.

In re: 2005 comprehensive depreciation study | DOCKET NO. 050188-E]
by Florida Power & Light Company. ORDER NO. PSC-05-0902-8-E1
ISSUED: September 14, 2005

The following Commissioners participated in the disposition of this matter:

BRAULIO L. BAEZ, Chairman
J. TERRY DEASON
RUDOLPH “RUDY” BRADLEY
LISA POLAK EDGAR

RDER APPROVING STIP O S MENT
BY THE COMMISSION:
L BACKGROUND

On March 22, 2005, Florida Power & Light Company (FPL) filed a petition for approval
of a permanent increase in rates and charges sufficient to generate additional total annual
revenues of $430,198,000 beginning January 1, 2006, and for approval of an adjustment to 2007
base rates to produce additional annual revenues of $122,757,000 beginning 30 days following
the commercial in-service date of Turkey Point Unit 5 projected to occur in June 2007. In
support of its petition, FPL filed new rate schedules, testimony, Minimum Filing Requirements

), and other schedules. FPL'’s petition was assigned Docket No. 050045-El. By Order
No. PSC-05-0619-PCO-El, issued June 6, 2005, we suspended FPL’s proposed new rate
schedules to allow our staff and intervenors sufficient time to adequately and thoroughly
examine the basis for the proposed new rates.

On March 17, 2005, FPL filed a depreciation study for this Commission’s review. The
depreciation study was assigned Docket No, 050188-El. By Order No. PSC-05-0499-PCO-EI,
issued May 9, 2005, we consolidated Docket Nos. 050188-EI and 050045-EI for all purposes,

As part of this consolidated proceeding, we conducted service hearings at the following
locations in FPL's service territory: Daytona Beach, Viera, West Palm Beach, Ft. Lauderdale,
Miami, Sarasota, and Ft. Myers. A formal administrative hearing was scheduled for August 22 -
26 and August 31 - September 2, 2005. The Office of Public Counsel (OPC), Office of the
Attorney General (AG), Florida Industrial Power Users Group (FIPUG), Florida Retail
Federation (FRF), Commercial Group (CG), AARP, Federal Executive Agencies (FEA), and

DOCUMENRT KUMBER-CATE
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ORDER NO. PSC-05-0902-S-EI
DOCKET NOS. 050045-EI 050188-El
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South Florida Hospital and Healthcare Association (SFHHA) were granted intervenor status.
Common Cause Florida and seven mdxv:dual customers filed a petition to intervene on August
15, 2005.

On August 22, 2005, the parties filed a joint motion for approval of a SUpulanon and
Settlement' among all parties to resolve all matters in this consolidated proceeding.? The
Stipulation and Settlement was presented at the start of our hearing on August 22. The hearing
was recessed to allow our staff to thoroughly review the Stipulation and Settlement and provide
its analysis to us on August 24, when the hearing was reconvened for our vote.

By this Order, we approve the Stipulation and Settlement. Jurisdiction over these matters
is vested in this Commission by various provisions of Chapter 366, Florida Statutes, including
Sections 336.04, 366.05, and 366,06, Florida Statutes.

1L STIPULATION AND SETTLEMENT

The major elements contained in the Stipulation and Settlement are as follows:

"« The Stipulation and Settlement is effective for a minimum term of four years - January 1,
2006, through December 31, 2009 - and thereafter will remain in effect until new base
rates and charges become effective by order of the Commission. (Paragraph 1)

s With the exception of certain new and modified rate schedules specified in the
Stipulation and Settlement, FPL’s retail base rates and charges will remain unchanged on
January 1, 2006, when the currently operative stipulation governing FPL’s base rates and

charges expires. (Paragraph 2)

e No party will petition for a change in FPL’s base rates and charges to take effect prior to
the minimum term of the Stipulation and Settlement, and, except as provided for in the
Stipulation and Settlement, FPL will not petition for any new surcharges to recover costs
that traditionally would be, or are presently, recovered through base rates. (Paragraph 3)

e A revenue sharing plan similar to the one contained in FPL’s currently operative rate
settlement will be implemented through the term of the Stipulation and Settlement.
Retail base rate revenues between specified sharing threshold amounts and revenue caps
will be shared as follows: FPL's shareholders will receive a 1/3 share, and FPL’s retail
customers will receive a 2/3 share. Retail base rate revenues above the specified revenue
caps will be refunded to retail customers on an annual basis. (Paragraphs 4 and 5)

' The Stipulation and Settlement is attached hereto as Attachment A and is incorporated herein by reference.

% Although Common Cause Florida and the individual customers had not been granted intervenor status, they signed
the stipulation and settlement slong with all parties, Under these circumstances and without objection from any
party, we found at the August 22 hearing that it was not necessary to make a ruling on the petition to intervene filed
by Common Cause Florida and the individual customers,
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If FPL's retail base rate earnings fall below a 10% ROE as reported on a Commission-
adjusted or pro-forma basis on an FPL monthly earnings surveillance report during the
term of the Stipulation and Settlement, FPL may petition to amend its base rates, and
parties to the Stipulation are not precluded from participating in such a proceeding. This
provision does not limit FPL from any recovery of costs otherwise contemplated by the
Stipulation. (Paragraph 6)

FPL has the option to amortize up to $125,000,000 annually as a credit to depreciation
expense and a debit to the bottom line depreciation reserve over the term of the
Stipulation and Settlement and as specified therein. Deprecietion rates and/or capital
recovery schedules will be established pursuant to the comprehensive depreciation
studies as filed in March 2005 and will not be changed during the term of the Stipulation
and Settlement. (Paragraph 8)

Subject to review for prudence and reasonableness, FPL is permitted clause recovery of
incremental costs associated with establishment of a Regional Transmission Organization
or costs arising from an order of this Commission or the Federal Energy Regulatory
Commission addressing any alternative configuration or structure to address independent
transmission system governance or operation. (Paragraph 9)

No party will appeal the Commission’s final order in Docket No, 041291-EI addressing
recovery of 2004 storm recovery costs. FPL will suspend its current accrual to its storm
reserve effective January 1, 2006. Through a separate proceeding, a target level for
FPL’s storm reserve will be set. Replenishment of the storm reserve to that target level
shall be accomplished through securitization under Section 366.8260, Florida Statutes, or
through a separate surcharge that is independent of and incremental to retail base rates, as
approved by the Commission. (Paragraph 10)

FPL will suspend its current nuclear decommissioning accrual effective September 1,
2005, and at least through the minimum term of the Stipulation and Settlement.

(Paragraph 11)

New capital costs for expenditures recovered through the Environmental Cost Recovery
Clause will be allocated, for the purpose of clause recovery, on a demand basis.

(Paragraph 13)

All post-September 11, 2001, incremental security costs will be recovered through the
Capacity Cost Recovery Clause. (Paragraph 14)

FPL will continue to operate without an authorized ROE range for the purpose of
addressing earnings levels, but an ROE of 11.75% shall be used for all other regulatory

purposes. (Paragraph 16)
For any power plant that is approved through the Power Plant Siting Act and that

‘achieves commercial operation within the term of the Stipulation and Settlement, the
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costs of which are not recovered fully through a clause or clauses, FPL’s base rates will
increase by the annualized base revenue requirement for the first 12 months of operation,
reflecting the costs upon which the cumulative present value revenue requirements were
or ar¢ predicated and pursuant to which a need determination was granted by the
Commission. This base rate adjustment will be reflected on FPL’s customer bills by
increasing base charges and non-clause recoverable credits by an equal percentage and
will apply to meter readings made on and after the commercial in-service date of the

plant. (Paragraph 17)

Most of the terms of the Stipulation and Settlement appear to be self-explanatory. Still,
we believe that several provisions merit comment or clarification so that as full an understanding
of the parties’ intent can be reflected in this Order before the Stipulation and Settlement is
implemented. Based on the parties’ discussions with our staff and discussions during our August
24 vote to approve the Stipulation and Settlement, we understand that the parties agree with the
clarifications discussed below.

Paragraph

Under Paragraph 2, the parties agree that FPL will implement three new tariff offerings:
an optional High Load Factor Time-of-Use rate with an adjustment to reflect a 65% load factor
breakeven point by class; a Seasonal Demand Time-of-Use rate; and a General Service Constant
Use rate. Further, the parties agree that FPL will eliminate the 10 kW exemption from its current
rate schedules. We note that these changes are revenue neutral across FPL’s demand-metered
rate classes but are not revenue neutral within each such class.

Further, the parties agree that the inversion point on FPL’s RS-1 (residential service) rate
will be raised from 750 kWh to 1,000 kWh. We note that this change is revenue neutral within
FPL.’s residential rate class.

The parties also agree that all gross receipts taxes will be shown as and collected through
a separate gross receipts tax line item on bills. Thus, the portion of gross receipts taxes currently
embedded in base rates will be removed and consolidated with the portion of gross receipts taxes
currently shown separately.

Darapraph 5

Paragraph 5 describes and defines the revenue sharing plan agreed to by the parties. Part
¢ of this paragraph states that the revenue sharing plan and the corresponding revenue sharing
thresholds and revenue caps are intended to relate only to retail base rate revenues based on
FPL’s current structure and regulatory framework. Further, part ¢ indicates that incremental
revenues attributable to a business combination or acquisition involving FPL, its parent, or its
affiliates will be excluded in determining retail base rate revenues for purposes of the revenue
sharing plan. The parties clarified that in the event that a portion of FPL’s system is sold or
municipalized, appropriate adjustments would be made to account for the associated revenue
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reduction before application of FPL's annual average growth rate upon which the revenue
sharing thresholds and revenue cap are calculated.

Paragraph 10

Under Paragraph 10, the parties agree that FPL will suspend its current base rate accrual
of $20.3 million to its storm reserve account effective January 1, 2006. Further, the parties agree
that a target for FPL’s storm reserve account will be established in a separate proceeding and that
funding the account to the target level will be achieved by either or both of two means: (1) a
separate surcharge independent of and incremental to retail base rates; and (2) through the
recently enacted provisions of Section 366.8260, Florida Statutes. FPL has committed to pursue
continued funding of its storm reserve account within six months.

Pg agraph 11

Pursuant to Paragraph 11, the parties agree that FPL will file a nuclear decommissioning
study on or before December 12, 2005, but the study shall have no impact on FPL’s base rates or
charges or the terms of the Stipulation and Settlement. The parties clarified that the filing of this
study is intended only for informational purposes and that no Commission action on the study is
contemplated.

Paragreph 13

We note that Paragraph 13 reflects a change in practice with respect to the allocation of
capital costs recovered through the Environmental Cost Recovery Clause (ECRC). These costs
historically have been allocated to customer classes on an energy basis. Under the Stipulation
and Settlement, the parties agree that new capital costs for environmental expenditures recovered
through the ECRC will be allocated on a demand basis instead, consistent with the treatment of
capital costs in a base rate cost of service study.

Paragraph 14

Currently, post-September 11, 2001, incremental security costs related only to power
plant security are recovered through the Capacity Cost Recovery Clause (Capacity Clause).
Pursuant to Paragraph 14, all post-September 11, 2001, incremental security costs — both power
plant and non-plant security costs ~ will be recovered through the Capacity Clause.

Paragraph 17

The parties clarified that in the event the actual capital cost of a generation project subject
to Paragraph 17 is lower than the projected cost, the difference will be reflected as a one-time
credit through the Capacity Clause.
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Other Matters

Pursuant to a stipulation approved in Order No. PSC-02-1484-FOF-EI, issued October
30, 2002, in Docket No. 011605-EI, FPL currently recovers incremental hedging costs through
the Fuel Cost Recovery Clause (Fuel Clause). In its petition for a rate increase, FPL proposed to
recover these costs through base rates instead. The Stipulation and Settlement is silent on how
incremental hedging costs will be recovered. The parties clarified that they intended for
recovery of these costs to continue through the Fuel Clause during the term of the Stipulation and
Settlement. Because the Stipulation is silent in this regard, the parties indicated that they would
take action to memorialize their intent in this year’s Fuel Clause proceedings.

The parties also clarified their intent that, upon approval of this Stipulation and
Settlement, Docket No. 050494-EI should be closed. Docket No. 050494-EI was assigned to a
joint petition for a decrease in FPL’s base rates and charges filed July 19, 2005, by several of the
intervenors in this docket.

III. FINDINGS

Upon review and consideration, we find that the Stipulation and Settlement provides a
reasonable resolution of the issues in this proceeding with respect to FPL’s rates and charges and
its depreciation rates and capital recovery schedules. The Stipulation and Settlement appears to
provide FPL’s customers with a degree of stability and predictability with respect to their
electricity rates while allowing FPL to maintain the financial strength to make investments
necessary to provide customers with safe and reliable power, Further, the Stipulation and
Settlement extends through 2009 a revenue sharing plan which, since its inception in 1999, has
resulted in refunds to customers of over $225 million to date. In addition, we recognize that the
Stipulation and Settlement reflects the agreement of a broad range of interests: FPL, OPC, the
Attorney General, and residential, commercial, industrial, and governmental customers of FPL.

In conclusion, we find that the Stipulation and Settlement establishes rates that are fair,
just, and reasonable and that approval of the Stipulation and Settlement is in the public interest.
Therefore, we approve the Stipulation and Settlement. As with any settlement we approve,
nothing in our approval of this Stipulation and Settlement diminishes this Commission’s ongoing
authority and obligation to ensure fair, just, and reasonable rates. Nonetheless, this Commission
has a long history of encouraging settlements, giving great weight and deference to settlements,
and enforcing them in the spirit in which they were reached by the parties.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the Stipulation and
Settlement filed August 22, 2005, which is attached hereto as Attachment A and incorporated
herein by reference, is approved. It is further

ORDERED that FPL shall file, for administrative approval, revised tariff sheets to reflect
the terms of the Stipulation and Settlement. It is further
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 ORDERED that Docket Nos. 050045-E1, 050188-EI, and 050494-EI shall be closed.
By ORDER of the Florida Public Service Commission this 14th day of September, 2005.

BLANCA S. BAYO, Director

Division of the Commission Clerk
and Administrative Services
By: /

Kdy Flyoi, Chief Y
Bureau of Records

(SEAL)

WCK

NOTICE O TH IN RE

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

Any party adversely affected by the Commission's final action in this matter may request:
(1) reconsideration of the decision by filing a motion for reconsideration with the Director,
Division of the Commission Clerk and Administrative Services, 2540 Shumard Oak Boulevard,
Tallahassee, Florida 32399-0850, within fifteen (15) days of the issuance of this order in the
form prescribed by Rule 25-22.060, Florida Administrative Code; or (2) judicial review by the
Florida Supreme Court in the case of an electric, gas or telephone utility or the First District

-Court of Appeal in the case of a water and/or wastewater utility by filing a notice of appeal with

the Director, Division of the Commission Clerk and Administrative Services and filing a copy of
the notice of appeal and the filing fee with the appropriate court. This filing must be completed
within thirty (30) days after the issuance of this order, pursuant to Rule 9.110, Florida Rules of
Appellate Procedure. The notice of appeal must be in the form specified in Rule 9.900(a),
Florida Rules of Appellate Procedure.
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ATTACHMENT A

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

Docket No. 050045-E]

In re: Petition for rate increase by )
Florida Power & Light Company. )
)

In re; 2005 comprehensive depreciation ) Daocket No. 050188-E1
study by Florida Power & Light Company. )
)

STIPULATION AND SETTLEMENT

WHEREAS, pursuant to its petition filed March 22, 2005, Florida Power & Light
Company (FPL) has petitioned the Florida Public Service Commission (FPSC or Commission)
for an increase in base rates and other related relief;

WHEREAS, the Office of the Attorney General (AG), the Office of Public Counsel
(OPC), The Florida Industrial Power Users Group (FIPUG), AARP, Florida Retail Federation '
(FRF), the Commercial Group (CG), the Federal Executive Agencies (FEA), and South Florida
Hospital and Healthcare Association (SFHHA) have intervened, and have signed this
Stipulation and Settlement (unless the context ¢learly requires otherwise, the term Party or
Parties means a signatory to this Stipulation and Settlement);

WHEREAS, FPL and the Parties to this Stipulation and Settlement recognize that this is a
period of unprecedented wérld energy prices and that this Stipulation and Settlement will
mitigate the impact of high energy prices;

WHEREAS, FPL has provided the minimum filing requirements (MFRs) as required by
the FPSC and such MFRs have been thoroughly reviewed by the FPSC Sﬁﬁ” and the Parties to
this proceeding;
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WHEREAS, FPL has filed comprehensive testimony in support of and detailing its
MFRs;

WHEREAS, on March 16, 2005, FPL filed comprehensive depreciation studies in
accordance with FPSC Rule 25-6.0436(8)(a), Florida Administrative Code;

WHEREAS, the parties in this proceeding have conducted extensive discovery on the
MFRs, depreciation studies, and FPL's testimony;

WHEREAS, the discovery conducted has included the production and opportunity to
inspect more than 315,000 pages of information regarding FPL’s costs and operations;

WHEREAS, the Parties to this Stipulation and Settlement have undertaken to resolve the
issues raised in these proceedings so as to maintain a degree of stability to FPL's base rates and
charges, and to provide incentives to FPL to continue to promote efficiency through the teym of
this Stipulation and Settlement;

WHEREAS, FPL is currently operating under a stipulation and settlement agreement
agreed to by OPC and other parties, and approved by the FPSC by Order PSC-02-0501-AS-EJ,
issued April 11, 2002, in Docket Nos. 001148-EI and 020001-EI (2002 Agresment);

WHEREAS, previous to the 2002 Agreement, FPL operated under a stipulstion and
settlement agreemnent approved by the FPSC in Order No. PSC 99-0519-AS-El (1999
Agreement);

WHEREAS, the 1999 and 2002 Agreements, combined, provided for a reduction of $600
million in FPL's base rates, and include revenue sharing plans that have resulted in refinds to

customers to date in excess of $225 million;
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WHEREAS, the 1999 and 2002 Agreements and revenue sharing plans have provided
significant benefits to customers, resulting in approximately $4 billion in total savings to FPL’s
customers through the end of 2005;

WHEREAS, during 2005 FPL has added two new power plants in Martin and Manatee
Counties at installed costs totaling approximately $887 million without increasing base rates;

WHEREAS, FPL must make substantial investments in the construction of new electric
generation and other infrastructure for the foresecable future in order to continue to provide safe
and reliable power to meet the growing needs of retail customers in the state of Florida; and

WHEREAS an extension of the revenue gsharing plan and prescrvatmn of the benefits for
customers of the $600 million reduction in base rates provided for in the 1999 and 2002
Agreements during the period in which this Stipulation and Settlement is in effect, and other
provisions as set forth herein, including the provision for the incremental base rate recovery of
costs associated with the addition of electric generation, will further be beneficial to retail
customers;

NOW THEREFORE, in consideration of the forepoing and. the covenants contained
herein, the Parties hereby stipulate and agree:

1. Upon approval #nd final order of the FPSC, this Stipulation and Settlement will
become effective on January 1, 2006 (the "Implementation Date"), and shall continue through
December 31, 2009 (the “Minimum Term™), and thereafter shall remain in effect until terminated
on the date that new base rates become effective pursuant to order of the FPSC follon;iﬁg: a
formal administrative hearing held either on the FPSC’s own motion or on request made by any

of the Parties to this Stipulation and Settlement in accordance with Chapter 366, Florida Statutes.



ORDER NO. PSC-05-0902-S-EI
DOCKET NO. 050045-E1 and 050188-EI
PAGE .11

ATTACHMENT A

2. FPL’s retail base rates and base rate structure shall remain unchanged, except as

otherwise permitted in this Stipulation and Settlement. The following tariff changes shall be

approved and implemented:

a,

(i) As reflected in FPL's MFR E-14, institution of the optional High Load
Factor Time-of-Use rate with an adjustment to reflect a 65% load factor
breakeven point by rate class, the Seasonal Demand Time-of-Use rate, and the
General Service Constant Use Rate;

(ii) Elimination of the 10 kW exemption from rates.

(iii) The combined adjustments to implement (i) and (ii) above shall be made
on a revenue neutral basis with reference to the 2006 forecast reflected in
MFR E-13(c) at present base rates.

Raising the inversion point on the RS-1 rate from 750 XWh to 1,000 kWh, on

a revenue peutral basis with reference to the 2006 forecast reflected in MFR

~ E-13(c) at present base rates,

Consolidation and collection of all gross receipts texes, including existing
gross receipts taxes embedded in base rates, through the separate gross
receipts tax line iten; on bills, on a revenue neutral basis with reference to the
2006 forecast reflected in MFR E-13(c) at present base rates. |

At any time during the term of the Stipulation and Seftlement and subject to
Commission approval, any new or revised tariff provisions or rate schedules
requested by FPL, provided that such tariff request does not increase any

existing base rate component of a tariff or rate schedule during the term of the
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Stipulation and Settlement un)ess the application of such new or revised tariff
or rate schedule is optional to the utility’s customers,

3. Except as providcd'in Section 1, no Party to this Stipulation and Settlement will
request, support, or seek to impose a change in the application of any provision hereof. AG,
OPC, FIPUG, AARP, FRF, FEA, CG, and SFHHA will neither seek nor support any reduction in
FPL's base rates and charges, including interim rate decreases, to take effect prior to the end of
the Minimum Term of this Stipulation and Settlement unless a reduction request is initiated by
FPL. FPL will not petition for an increase in its base rates and charges, including interim rate
increases, to take effect for meter readings before the end of the Minimum Term except as
Vowded for in Sectxon 6. During the term of this Stipulation and Settlement, except as
otherwise provided for in this Stipulation and Settlement or except for unforeseen extraordinary
costs imposed by government agencies relating to safety or matters of national security, FPL will
not petition for any new surcharges, on an interim or permanent basis, to recover costs that are of
a type that traditionally and historically would be, or are presently, recovered through base rates.

4. During the term of this Stipulation and Settlement, revenues which are above the
levels stated herein below in Section 5 will be shared between FPL and its retail electric utility
customers - it being expressly understood and agreed that the mechanism for eamings sharing
herein established is not intended to be a vehicle for "rate case" type inquiry concerning
expenses, investment, and financial results of operations.

5. Commencing on the Implementation Date and for the caleﬂdar years 2006, 2007, 2008
and 2009, and continuing thereafter until terminated, FPL will be under a Revenue Sharing
Incentive Plan as set forth below. For purposes of this Revenue Sharing Incentive Plan, the

following retail base rate revenue threshold amounts are established:
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a. Sharing Threshold - Retail base rate revenues between the sharing threshold
amount and the retail base rate revenue cap as defined in Section 5(b) below will be
diﬁdcd into two shares on a 1/3, 2/3 basis. FPL's shareholders shall receive the 1/3
share. The 2/3 share will be refunded 1o retail customers. The sharing threshold for 2006
will be established by using the 2005 sharing threshold of $3,880 million in retail base
rate revenues, increased by the average annusl growth rate in retail kWh sales for the ten
year period ending December 31, 2005. For each succeeding calendar year or portion
thereof during which the Stipulation and Settlement is in effect, the succeeding calendar
year retail base rate revenue sharing threshold amounts shall be established by increasing
the prior year’s threshold by the sum of the following two amounts: (i) the average
annual growth rate in retail kWh sales for the ten calendar year period ending December
31 of the preceding year multiplied by the prior year’s retail base rate revenue sharing
threshold and (ii) the amount of any incremental GBRA revenues. in that year. The
GBRA is described in Section 17. |

b. Revenue Cap - Retail base rate revenues above the retail base rate revenue cap
will be refunded to retail customers on an anmual basis. The retail base rate revenue cap
for 2006 will be established by using the 2005 cap of $4,040 million in retail base rate
rcvmueﬁ, increased by the average annual growth rate in retail kWh sales for the ten
calendar year period ending December 31, 2005. For each succeeding calender year or
portion thereof during which the Stipulation and Settlement is in effect, the snccegding
calendar year retail base rate revenue cap amounts shall be established by increasing the
prior year’s cap by’ the sum of the following two amounts: (i) the average annua] growth

rate in retail kWh sales for the ten calendar year period ending December 31 of the
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preceding year multiplied by the prior year's retail base rate revenue cap amount and (ii)
the amount of any incremental GBRA revenues in that year.

¢. Revenue exclusions - The Revenue Sharing Incentive Plan and the
corresponding revenue sharing thresholds and revenue caps are intended to relate only to
retail base rate revenues of FPL based on its current structure and regulatory framework.
Thus, for example, incremental revenues attributable to s business combination or
acquisition involving FPL, its parent, or its affiliates, whether inside or outside the state
of Florida, or revenues from any clause, surcherge or other recovery mechanism other
than retail base iatcs, shall be excluded in determining retail base rate revenues for
purposes of revenue sharing under this Stipulation and Setflement.

d. Refind mechanism - Refunds will be paid to customers as described in
Section 7.

e. Calculation of sharing threshold and revenue cap for partial calendar years —
In the event that this Stipulation and Settlement is terminated other than at the end of a
calendar year, the sharing threshold and revenue cap for the partial calendar year ghall be
determined at the end of that calendar year by (i) dividing the retail KWh sales during the
partial calendar year by the retail kWh for the full calendar year, and (ji) applying the
resulting fraction to the sharing threshold and rev‘cm,xe cap for the full calendar year that
would have been calculated as set forth in Sections 5(a) and 5(b) above.

f. Calculation of annual average growth rate - For purposes of this Section S.ﬁw'
average annual growth rate shall be calculated by summing the percentage change in

retail kWh sales for each year in the relevant ten year period and dividing by 10.
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6. If FPL's retail base rate earnings fall be}o{v a8 10% ROE as reported on an FPSC
adjusted or pro-forma basis on an FPL monthly eamings surveillance report during the term of
this Stipulation and Settlement, FPL may petition the FPSC to amend its base rates
notwithstanding the provisions of Section 3, either as a general rate proceeding or as a limited
proceeding under Section 366.076, Florida Statutes. Parties to this Stipulation and Settlement
are not prectuded from participating in such a proceeding, and, in the event that FPL petitions to
initiate a limited pruceedit;g under this Section 6, any Party may petition to initiate any
proceeding otherwise permitted by Florida law. This Stipulation and Settlement shail terminate
upon the effective date of any Final Order issued in such proceeding that changes FPL's base
rates. This paragraph shall not be construed to bar or limit FPL from any recovery of costs
otherwise contemplated by this Stipuiation and Settlement.

7. All revenue-shating refunds will be paid with interest at the 30-day commercial paper
rate to retail customers of record during the last three months of each applicable refund period
based on their proportionate share of base rate revenues for the refund period. For purposes of
calculating interest only, it will be assumed that revenues to be refunded were collected evenly
throughout the preceding refund period. All refunds with interest will be in the form of a credit
on the customers' bills beginning with the first day of the first billing cycle of the second month
after the end of the applicable refund period (or, in the case of a partial calendar year refund,
after the end of that calendar year). Refunds to former customers will be completed as
cxpeditiéusly as reasonably possible.

8. Starting with the effective date of this Stipulation and Settlement, FPL may, at its
option, emortize up to $125,000,000 annually as a credit to depreciation expense and a debit to

the bottom line depreciation reserve over the term of this Stipulation and Settlement. Any such
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reserve amount will be applied first to reduce any reserve excesses by account, as determined in
FPL's depreciation studies filed after the term of this Stipulation and Settlement, and thereafter
will result in reserve deficiencies. Any such reserve deficiencies will be allocated to individual
reserve balances based on the ratio of the net book value of each plant account to total net book
value of all plant. The amounts allocated to the reserves will be included in the remaining life
depreciation rate and recovered over the remaining lives of the various assets, Additionally,
depreciation rates and/or capital recovery schedules shall be established pursuvant to the
comprehensive depreciation studies as filed March 16, 2005 and will not be changed for the term
of this Stipulation and Settlement.

9. FPL will be permitted clause recovery of prudently incurred incremental costs
associated with the esteblishment of a Regional Transmission Organization or any other costs
arising from an order of the FPSC or the Federai Enérgy Regulatory Commission addressing any
alternative configuration or structure to address independent transmission system governance or
operation. Any Party to this Stipulation and Settlement may participate in any proceeding

- relating to the recovery of costs contemplated in this section for the purpose of challenging the
reasonsableness and prudence of such costs, but not for the purpose of challenging FPL's right to
clause recovery of such costs.

10. No Party to this Stipulation and Settlement shall appeal the FPSC’s Final Order in
Docket No. 041291-El. Further, Parties agree to the following provisions relative o the target
level and funding of Account No. 228.1 and recovery of any deficits in such Account:

a. The target level for Account No. 228.]1 shall be as established by the
Commission, whether on its own motion, upon petition by FPL, or in

comjunction with & proceeding held in accordance with Section 366.8260,
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Florida Statutes. FPL will be permitted to recover prudently incurred costs
associated with events covered by Account No. 228.1 and replenish Account
No. 228.1 to a target level through charges to customers, that are approved by
the Commission, that are independent of and incremental to base rates and
without the application of any form of eamings test or measure. The fact that
insufficient funds have been accumulated in Account No. 228.1 to cover costs
associated with events covered by that Account shall not be evidence of
imprudence or the basis of a disallowance. Replenishment of Account No.
228.1 to a target level approved by the Commission and/or the recovery of any
costs incurred in excess of funds sccumulated in Account No. 228.1 and
insurance shall be accomplished through Section 366.8260, Florida Statutes,
and/or through a separate surcharge that is independmt of and incremental to
retai]l base rates, as approved by the Commission. Parties to this Stipulation and
Settlement are not precluded from participating in such a proceeding, nor
preciuded from challenging the amount of such target-level or whether recovery
should be accomplished either thyough Section 366.8260, Florida Statutes or
through a separate surcharge.

b. The current base rate accyual to Account No. 228.1 of $20.3 million is suspended

 effective January 1, 2006.

¢. No revenues contemplated by this Section 10 shall be included in thé

computation of retail base rate revenues ’for purposes of revenue sharing under

this Stipulation and Settlement.

10
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11, The current decommissioning accrual of §78,516,937 (jurisdictional) approved in
Order No. PSC-02-0055-PAA-EI shall be suspended effective September 1, 2005 and shall
remain suspended throngh the Minimum Term and, at the Company’s option, for any additional
period during which this Stipulation and Settlement remains in effect. FPL’s decommissioning
study to}_be filed on or before December 31, 2005 shall have no impact on FPL’s base rates,
charges, or the terms of this Stipulation and Settlement.

12. The portion of St. Iqhns River Power Park (“SIRPP”) capacity costs and certain
capacity revenues that are currently embedded in base rates shall continue to be recovered
through base rates in the current manner as contemplated by Order No, PSC-92-1334-FOF-EL

13. New capital costs for environmental expenditures recovered through the
Environmental Cost Recovery Clause will be allocated, for the purpose of clause recovery,
consistent with FPL’s current cost of service methodology.

14. Post-September 11, 2001 incremental security costs shall remain in and be recovered
through the Capacity Clause. |

15. For surveillance reporting requirements and 21l regulatory purposes, FPL's ROE will
be cakeulated based upon an adjusted equity ratio as follows. FPL's adjusted equity ratio will be
capped zt 55.83% as included in FPL’s projected 1998 Rate of Return Report for surveillance
purposes. The adjusted equity ratio equals common equity divided by the sum of common
equity, preferred equity, debt and off-balance sheet obligations. The amount used for off-balance
sheet obligations will be caleulated per the Standard & Poor’s methodology.

16. Effective on the fmplamemation Date, FPL will continue to operste without an

authorized Return on Equity (ROE) range for the purpose of addressing eamingg levels, and the

i


http:off�balan.ce

ORDER NO. PSC-05-0902-S-E1
DOCKET NO. 050045-EI and 050188-E1
PAGE 19

revenue sharing mechanism herein described will be the approprizate and exclusive mechanism to
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address earnings levels, but an ROE of 11.75% shall be used for all other regulatory purposes.

17. For any power plant that is approved pursuant to the Florida Power Plant Siting Act
(PPSA) and achieves commercial operation within the term of this Stipulation and Settlement,
the costs of which are not recovered fully through a clause or clauses, FPL’s base rates will be
increased by the annualized base revenue requirement for the first 12 months of operation,
reflecting the costs upon which the cumulative present value revenue requirements (CPVRR)
were or are predicated, and pursuant to which a need determination was granted by the FPSC,
such adjustment to be reflected on FPL's customer bills by increasing base charges, and non-
clause recoverable credits, by an equal percentage. FPL will begin applying the incrementsa] base
rate charges required by this Stipulation and Settlement to meter readings made on and afier the
commercial in service date of any such power plant, Such adjustment shall be referred to as a
Generation Base Rate Adjustment (GBRA). The GBRA will be calculated using an 11.75%
ROE and the capital structure as per Section 15 above. FPL will calculate and submit for
Commission confirmation the amount of the GBRA using the Capacity Clause projection filing
for the year that the plant is to go into service. In the event that the actusl capitgl costs of
generation projects are lower than were or are projected in the need determination proceeding,
the difference will be flowed back via a true-up to the Capacity Clause. In the event that actual
capital costs for such power plant are higher than were projected in the need determination
procesding, FPL at its option may initiate a limited procecding per Section 366.076, Florida
Statutes, limited to the issue of whether FPL has met the requirements of Rule 25-22.082(15),
Florida Administrative Code. If the Commission finds that FPL has met the requirements of

Rule 25-22.082(15), FPL shall increase the GBRA by the corresponding incremental revenue

12
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increase in the GBRA shall not preclude FPL from booking any incremental costs for
surveillance reporting and all regulatory purposes subject only to a finding of imprudence or
disallowance by the Commission, Upon termination of the Stipulation and Settlement, FPL’s
base rate levels, including the effects of any GBRA, shall continue in effect until next reset by
the Commission. Any Party to this Stipulation and Settlement may participate in any such
limited proceeding for the purpose of challenging whether FPL has met the requirements of Rule
25-22.082(15). A GBRA shall be implemented upon commercial operation of Turkey Point Unit
s, currently projected to occur in mid-2007, by increasing base rates by the estimated annual
revenue requirement exclusive of fuel of the costs upon which the CPVRR for Turkey Point Unit
5 were predicated, and pursuant to which a need determination was granted by the FPSC in
Order No. PSC-04-0609-FOF-EI, such adjustment to be reflected on FPL's customer bills by
increasing base charges and non-clause recoverable credits, by an equal percentage. FPL will
begin applying the incremental base rate charges required by this Stipulation and Settlement to
meter readings made on and after the commercial in gervice date of Turkey Point Unit 5.

18. Thié »Stipulation and Settlement is contingent on approval m its entirety by the FPSC,
This Stipulation and Settlement will resolve all matters in these Dockets pursuant to and in
accordance with Section 120.57(4), Florida Statutes. This Docket will be closed effective on the
date the FPSC Order approving this Stipulation and Settlement is i"umlf

19. All Parties fo this Stipulation and Settlement agree to endorse and support the
Stipulation and Settlement before the FPSC and any other administrative or judicial tribunal, and

in any other forum.

13
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20. This Stipulation and Settlement dated as of August 22, 2005 may be executed in
counterpart originals, and a facsimile of an original signature shall be deemed an original.
In Witness Whereof, the Parties evidence their acceptance and agreement with the

provisions of this Stipulation and Settlement by their signature,

Florida Power & Light Company
700 Universe Boulevard

Juno Beach, FL 33408

By:

W. G. Walker, IlI
Charles J. Crist, Ir,, Attorney General ~ Office of Public Counsel
Office of the Attorney General c/o The Florida Legislature
The Capitol-PLO1 111 West Madison St, Suite 312
Tallahassee, FL 32399-1050 Tallahassee, FL 32399-1400

% . ' GZ /
By: By: _

Charles J. Crist, Jr., Esq. Harold A. McLean, Esq.
Florida Industrial Power Users Group South Florida Hospital & Healthcare Assoc.
McWhirter, Reeves P.A. Andrews Kurth LLP
400 North Tampa Street 1701 Penmsylvania Avenue, NW
Suite 2450 Suite 300

Kenneth'L.. Wiseman, Esq.

14
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The Commercial Group - - AARP
‘McKenna Long & Aldridge LLP Michael B. Twomey, Esq.
One Peachtree Center P.O. Box 5256
303 Peachtree Street NEB, Suite 5300 Tallahassee, FL. 32314-5256

Atlanta, G 08

By:

“Kian R Wm, Esq.

Florida Retail Federation Federal Executive Agencies
Landers & Parsons, P.A. Major Craig Pgulson, Esq.
310 West College Avenue 139 Bames Drive
Tallahassee, FL 32301 Tyndall Air Force Base, FL 32403
— \ 70
By il ——
Major ymig Paulson, Esq.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for increase in rates by Florida | DOCKET NO. 080677-El
Power & Light Company. :

In re: 2009 depreciation and dismantlement | DOCKET NO. 090130-EI
study by Florida Power & Light Company. ORDER NO. PSC-11-0089-S-El
ISSUED: February 1, 2011

The following Commissioners participated in the disposition of this matter:

ART GRAHAM, Chairman
LISA POLAK EDGAR
RONALD A. BRISE
EDUARDO BALBIS
JULIEI. BROWN

ORDER APPROVING PROPOSED STIPULATION AND SETTLEMENT,
DENYING MOTION FOR RECONSIDERATION, AND
DENYING PETITION FOR A BASE RATE PROCEEDING

BY THE COMMISSION:

BACKGROUND

On March 17, 2010, the Commission issued Order No. PSC-10-0153-FOF, granting in
part and denying in part Florida Power & Light Company’s (FPL or Company) request for a
permanent rate increase and setting depreciation and dismantlement rates and schedules (Final
Order) in Docket Nos. 080677-EI and 090130-EI. The Final Order was issued as a result of the
Commission’s vote on FPL’s revenue requirements and rates at the Commission’s January 13
and January 29, 2010, Special Agenda Conferences. The Final Order was a culmination of the
rate case proceedings which commenced on March 18, 2009, with the filing of a petition for a
permanent rate increase by FPL. The Office of Public Counsel (OPC), the Office of the Attorney
General (AG), the Florida Industrial Power Users Group (FIPUG), The Florida Retail Federation
(FRF), the Florida Association for Fairness in Rate Making (AFFIRM), the Federal Executive
Agencies (FEA), South Florida Hospital and Healthcare Association (SFHHA), the Associated
Industries of Florida (AIF), the City of South Daytona, Florida (South Daytona), the L. B.E.W.
System Council U-4 {SCU-4), the FPL Employees Intervenors (Employee Intervenors), Thomas
Saporito (Saporito), and Richard Unger (Unger) intervened in this proceeding. Only FPL, OPC,
FIPUG, SFHHA, and Saporito filed post-decision motions.

On January 19, 2010, Saporito, who withdrew from the docket three days prior to the
Prehearing Conference, filed a petition for a base rate proceeding, asking that we use the
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evidentiary record from this docket to reach a different decision. Since Saporito’s petition was
filed after our decision setting forth the revenue requirements, his petition is addressed herein.

On April 1, 2010, both FPL and FIPUG filed Motions for Reconsideration. FPL included
in its motion a Motion for Clarification. On April 8, 2010, OPC, SFHHA, and FIPUG filed
responses to FPL's Motion for Reconsideration and for Clarification. On that same date, FPL
filed a response to FIPUG's Motion for Reconsideration. On April 16,2010, FPL filed a Motion
for Leave to File Response to SFHHA’s Response to FPL’s Motion for Reconsideration and
Clarification. On July 22, 2010, Commission staff filed its recommendation on the Motions for
Reconsideration. At the August 17, 2010 Agenda Conference, we voted to deny FPL's request
that we reconsider a portion of the working capital adjustment for cost recovery clause
overrecoveries. Our decision on that matter is set forth herein. Consideration of the remaining
issues was deferred to the August 31, 2010, Agenda Conference,

On August 20, 2010, FPL filed an Agreed Motion for Approval of Settlement Agreement
to resolve all of the outstanding matters in Docket Nos. 080677-El and 090130-El. The
signatories to the Stipulation and Settlement (Stipulation) are FPL, OPC, AG, FIPUG, FRF,
SFHHA, FEA, and AIF (Joint Movants). Staff withdrew its recommendation on the
reconsideration requests upon receipt of the Stipulation. The Stipulation does not affect our vote
on August 17 on the working capital portion of the motion for reconsideration. On August 26,
2010, Commission staff sent data requests to all parties seeking clarification of certain aspects of
the Stipulation. The responses were filed in the docket file on September 7 and §, 2010.

On September 8, 2010, FPL filed a Petition for Writ of Prohibition in the First District
Court of Appeal, and on September 10, 2010, the court issued an order requiring the Commission
to show cause why the petition should not be granted. This order operated to stay this
Commission from proceeding further on this as well as other FPL-related dockets, pending
resolution by the court. On December 10, 2010, the court granted the Commission’s unopposed
request to relinquish jurisdiction for consideration of approval of the Stipulation in this docket;
that matter was addressed at the December 14, 2010 Agenda Conference. The court
acknowledged FPL’s voluntary dismissal of its petition by order dated January 4, 2011, and the
remaining issues in these dockets were addressed at the January 11, 2011, Agenda Conference.

This order addresses our vote denying reconsideration of the working capital issue at the
August 17, 2010, Agenda Conference, the proposed Stipulation, and Saporito’s petition, We
have jurisdiction over these matters pursuant to Chapter 366, Florida Statutes, (F.S.), including
Sections 366.041, 366.06, 366.07, and 366.076, F.S.

F ONSID 1

In its Motion for Reconsideration of the Final Order, FPL requests that we reconsider a
portion of the $101,971,000 working capital adjustment for cost recovery clause overrecoveries
(hearing Issue 46), Specifically, FPL contends the computation of the over-recovery overlooks

! Commissioners Argenziano, Edgar, and Skop participated in this portion of the decision; Commissioner Edgar
dissented on a procedurai basis.
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and is inconsistent with a recent Commission decision in the 2009 fuel adjustment proceeding,’
thereby overstating the impact on test year working capital of the projected 2010 fuel cost
overrecovery. In its base rate filing, FPL assumed the established practice for fuel clause true-
ups of overrecoveries and underrecoveries: the projected overrecovery from 2009 would be
reflected in the 2010 fuel clause factor and hence the refund would occur ratably throughout
calendar year 2010. This practice resulted in FPL forecasting an average balance due customers
over the course of the test year totaling $94.5 million, which reduces working capital
requirements by that amount. However, we directed FPL to refund the full amount of its 2009
net true~-up overrecovery as a one-time credit in January 2010,

Had FPL forecasted in the minimum filing requirements (MFRs) for 2010 that the fuel
cost overrecovery would be refunded in January 2010 instead of ratably over the calendar year,
the average fuel cost overrecovery balance would be reduced from $94.5 million to $66.3
million, which has the effect of increasing FPL’s test year working capital requirements, and
thereby rate base, by $28.1 million

None of the Intervenors has taken a position on the appropriateness of FPL’s request for
reconsideration of the adjustment made in this issue.

Upon cdnsideraﬁun of the argument, we find it appropriate to deny FPL’s request for
reconsideration of a portion of the working capital adjustment for cost recovery clause
overrecoveries.

APPROVING PROPOSED STIPULATION AND SETTLEMENT®

The Joint Movants have proffered the proposed Stipulation (Attachment 1) as a complete
resolution of all matters pending in Docket Nos. 080677-El and 090130-El. The magor elements
contained in the Stipulation are:

e Current base rates frozen through the last billing cycle in December 2012
unless return on equity falls below 9.00 percent. (Paragraphs 1 and 6)

® Recovery of storm damage costs and storm damage reserve replenishment
(not to exceed $4.00/1,000 kilowatt-hour (kWh) monthly for residential
customers) will begin, on an interim basis, 60 days following the filing of
a petition. (Paragraph 3)

» Recovery of the West County Unit 3 non-fuel revenue requirements equal
to the projected fuel savings associated with the operation of the unit until
the next base rate proceeding. The recovery will be accomplished through
the capacity cost recovery clause. (Paragraph 5)

2 Order No PSC-09- 0795-FOF»EI issued December 2, 2009, in Dockct No. 090001-El, in re: Fuel and purchased
‘ Commlss:oncrs Graham, Edgnr, Skop ané and Ba blspardclpated in this part of the decision.
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s Discretion to amortize the theoretical depreciation reserve surplus up to
$267 million each calendar vear in 2010, 2011, and 2012, not to exceed a
total of $776 million, (Paragraph 7)

The proposed Stipulation consists of 11 paragraphs of agreement among the Joint
Movants. We find that several of the paragraphs merit comment or clarification. These are as
follows:

Paragraph 3: Paragraph 3 addresses storm damage cost recovery. After 60 days
following the filing of a petition seeking recovery of storm damage costs, the Joint Movants have
agreed that FPL will be allowed to implement, on an interim basis, a monthly storm cost
recovery surcharge of up to $4.00/1,000 kWh on residential customer bills based on a 12-month
recovery period. If the storm costs exceed that level, any additional costs will be recovered in a
subsequent year(s) as determined by this Commission. However, if FPL incurs storm damage in
excess of $800 million, FPL reserves the right to petition us to increase the initial 12-month
recovery above the $4.00/1,000 kWh level. The Joint Movants have also agreed that FPL’s
earnings level will not be an issue at the time any request for storm damage cost recovery is
made,

Under the Final Order, FPL is no longer authorized to make any accruals to the storm
damage reserve. Paragraph 3 allows FPL to use the surcharge to replenish its storm damage
reserve to the level as of the implementation date of the Stipulation if it is totally depleted. It is
estimated that the storm damage reserve level as of the implementation date will be
approximately $201 million. Based on the $4.00/1,000 kWh monthly cap for residential
customers, the annual amount of the surcharge would be $220 million for residential customers
and a total of $377 million for all of FPL’s customers in the event of a major storm.

Paragraph 4: Paragraph 4 addresses recovery of the costs of capital projects or other
costs not currently recovered in base rates through various cost recovery clauses. According to
FPL and the intervenors, this paragraph does not preclude or prevent FPL from petitioning for
cost recovery through a clause for capital projects not currently recovered in base rates. We note
that while the stipulation “freezes” base rates, it allows flexibility for FPL to petition for
recovery of base rate costs through various cost recovery clauses. We further note that our
review of such petitions would be on a case-by-case basis and that intervenors can oppose any
such petition.

Examples of costs for which FPL could request recovery through a cost recovery clause
would be incremental cybersecurity costs (capacity cleuse), the cost of projects not included in
base rates and which result in fuel savings (fuel clause), and the cost of environmental
compliance equipment and qualifying solar projects (environmental clause). Further, new or
atypical costs imposed by an authorized governmental entity could be considered for recovery
through a cost recovery clause. An example of costs that FPL could not recover through a clause
would be increases in typical capital costs such as investment in transmission assets.

Paragraph 5: Under Paragraph 5, FPL would be allowed to collect annually through the
capacity cost recovery clause that portion of the annual revenue requirement associated with
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West County Unit 3 (WEC 3) that equals the projected annual fuel savings. According to the
Stipulation, the fuel savings amount would be calculated by modeling FPL’s system with and
without the addition of WEC 3. The applicable fuel price forecast would be the same forecast
that is used to calculate FPL’s fuel factors in the fuel and purchased power cost recovery
-proceeding. It should be noted that the amount of the WEC 3 revenue requirements recovered
from the ratepayers will be based solely on the projected amount of fuel savings. Regardless of
the subsequent actual amount of fuel savings, no adjustment would be made to the revenue
requirement recovered through the capacity cost recovery clause for any difference between the
projected and actual amounts of fuel savings. The calculation of fuel savings can be reviewed
and contested by the intervenors. In addition, according to FPL, the revenue requirements for
WEC 3 for 2011 and 2012 would exceed the fuel savings. However, only the amount equal to
the projected fuel savings would be passed through the capacity cost recovery clause.

Paragraph 5(b) of the Stipulation specifies that the projected non-fuel annual revenue
requirements associated with WEC 3 will reflect the costs upon which the cumulative present
value revenue requirements were predicated, and pursuant to whxch a need determination was
granted by this Commission in Order No. PSC-08-0591-FOF-EL" as ad;usted by the application
of a 10.00 percent return on equity (ROE), in lieu of the ROE that was used in the determination
of need proceeding. According to FPL, the application of a 10.00 percent ROE as specified by
Paragraph 5(b) results in an overall cost of capital of 8.42 percent. In the Final Order, we
approved an overall cost of capital of 6.65 percent. The 2011 revenue requirements for WEC 3,
based on the cost of capital prescribed in the Stipulation, is approximately $14.3 million greater
than the revenue requirements for WEC 3 based on the cost of capital approved in the Final
Order.’

The fuel savings would be passed on to the ratepayers through the fuel clause on an
energy, or kilowatt hour (kWh) basis, while the revenue requirement would be collected through
the capacity cost recovery clause, on a demand, or kilowatt (kW) basis. While on a total retail
basis there would be no impact from including WEC 3, various rate classes will see slightly
different bill impacts depending on their energy versus demand consumption. For example, the
residential class typically places more demand on the system when compared to their energy
consumption. Thus, the revenue requirement amount allocated to the residential class in the
capacity cost recovery clause would be greater than the corresponding fuel savings amount
allocated to the residential class in the fuel clause. In response to Commission Staff’s Data
Request, FPL projects the 1,000 kWh residential bill to be $100.45 for the period January
through May 2011, prior to the inclusion of WEC 3 in rates. For the period June through
December 2011, after the inclusion of WEC 3, FPL projects the 1,000 kWh residential bill to be
$100.61, or $0.16 higher (including gross receipts tax). Conversely, industrial customers, who
are typically large energy users, are expected to see a slight reduction in their bills as a result of
the fuel savings attributable to WEC 3,

¢ Issued September 12, 2008, anockﬂNo 080203431 &Mwﬂfwﬁ&&tm
ele g .

Based on the pmjemd Tevenue requlrmnents for thc penod Iune ZOI 1- December 2011, or the 7 months WEC 3
is expected to be in commercial service in 2011,
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Paragraph 6: Under Paragraph 6, FPL can petition us to amend its base rates if its actual,
adjusted earned ROE falls below 9 percent, per its monthly earnings surveillance report (ESR),
during the term of the Stipulation. The Company can petition us to amend base rates in a general
rate proceeding or a limited proceeding. Likewise, any party can petition us to review FPL's
base rates if the Company’s actual, adjusted earned ROE exceeds 11 percent, as reported on the
Company’s monthly ESR, during the term of the Stipulation.

Paragraph 6 does not bar FPL from recovery of costs otherwise contemplated by the
Stipulation; does not apply to requests to change FPL’s base rates that would become effective
after the Stipulation expires; and does not limit any party’s rights in proceedings to change base
rates in proceedings allowed by Paragraph 6.

Paragraph 7: Paragraph 7 addresses the amortization of the $894 million depreciation
reserve surplus (Total Depreciation Surplus) we identified in the Final Order. By the terms of
this paragraph, FPL would be given flexibility in the amount of reserve surplus amortization it
would record in each year of the 3-year settlement period. The Joint Movants have agreed that
FPL would amortize an amount of the Total Depreciation Surplus necessary for it to maintain an
ROE, measured on a Commission actual, adjusted basis, of at least 9 percent and no more than
11 percent in each 12-month period of the settlement term. The maximum annual amortization
amount is $267 million and the maximum 3-year total amortization amount is $776 million,
unless a greater amortization amount is needed to avoid a surveillance report showing earnings
of less than 9 percent in any given year, Additionally, FPL is required to use the remaining
available Total Depreciation Surplus for the purpose of increasing its earned ROE to at least @
percent before initiating a petition to increase base rates.

If FPL. records less than $267 million in a given year, it is permitted to carry forward and
increase the maximum yearly amortization that may be recorded in a subsequent year of the
settlement term, For example, if FPL records an amortization of $200 million in 2010 so that its
ROE is in the 9 percent to 11 percent range, it would be permitted to carry forward and record in
2011 or 2012 the $67 million difference between the amount booked and the yearly cap of $267
million, in addition to the $267 million capped amount for 2011, To the extent there exists any
remaining unamortized reserve surplus at the end of the 3-year settlement period, FPL would
amortize it in 2013 in accord with the 4-year amortization period approved in the Final Order
unless we require a different result pursuant to a final rate order effective on or after January 1,
2013, »

Paragraph 9: Paragraph 9 provides that the cost of service and rate design issues remain
as set forth in the Final Order. This paragraph also allows FPL to request approval of new or
revised rate schedules or tariff provisions, provided that such request does not increase any base
rates during the term of the Stipulation unless the new or revised tariff is optional.

We have reviewed the terms of the Stipulation, and believe that the Stipulation provides a
reasonable resolution of the outstanding issues in Docket Nos, 080677-El and 090130-EI and is
in the public interest. Therefore, the proposed Stipulation is hereby approved.
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G SAPORITO’S PE N FOR BASE RATE PROCEEDING®

"On January 19, 2010, six days after we voted on FPL’s petition for a general rate case,
Thomas Saporito filed a Petition for the Conduct of a General Rate Case and Request for
Hearing and Leave to Intervene. Saporito asks that we conduct a general investigation and/or a
general rate case of FPL’s rates as approved at the January 13, 2010, Agenda Conference, and
that we determine whether FPL's rates, effective as of that date, should be reduced and/or
refunded.

Saporito states that he intends to rely upon the evidence and testimony filed in Docket
No. 080677-El. He states that the disputed issues of material fact will include, but will not be
limited to, whether FPL’s current electric rates should be decreased. Saporito states he reserves
the right to identify and develop additional issues as the docket progresses,

We deny Saporito’s petition for base rate proceeding because it fails to meet the criteria
established in Rule 28-106.201, Florida Administrative Code (F.A.C.). We find that the petition
fails to allege any disputed issues of material fact which we have not already resolved by the
issuance of the Final Order.

It is our opinion that this petition would be nothing more than a rehearing of the prior
proceeding. We heard, considered, and rendered our decision based on the evidence in the
record. Included in the record is testimony filed by Saporito, OPC, and other intervenors,
arguing for a rate decrease. Saporito states he will rely on that same ewdenhary record in the
new proceeding for a rate decrease. Therefore, we have already resolved all issues of dlsputed
fact which were before us regarding the rates that FPL would charge.

Furthermore, Saporito’s interests were represented in this docket. Saporito participated
as a party in the FPL rate case docket; he was granted intervenor status by Order No. PSC-09-
0280-PCO-EI, issued April 29, 2009. Saporito filed testimony and evidence in the docket,
conducted discovery, and filed a prehearing statement. On August 13, 2009, 4 days prior to the
Prehearing Conference, Saporito withdrew from the docket citing health reasons, and the
withdrawal was accepted by the Prehearing Officer. The hearing was conducted over several
weeks in August, September and October. On October 2, 2009, Saporito filed a Withdrawal of
his Motion to Withdraw, which was denied by the presiding officer as an untimely new petition
to intervene. See Order No. PSC-09-0687-PCO-E], issued October 14, 2009.

While Saporito was not physically present at the technical hearings in the proceeding, his
and all other consumers’ interests were represented by both OPC and AG. By statute, OPC
provides “legal representation for the people of the state [of Florida] in proceedings before the
[Public Service] commission . ..."” Section 367.0611, F.S. The AG, as chief legal officer of the
state of Florida, was granted intervention on behalf of the state of Florida. As part of his position

in the request to intervene, the AG cited State ex. Rel. Shevin v, Yarborough, 257 So. 2d 891
(Fla. 1972) for the proposition that “there is no statute which prohibits the Attorney General from

$ Commissioners Graham, Edgar, Brisé, Balbis, and Brown participated in this part of the decision.
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representing the State of Florida as a consumer, and offering such evidence and argument as will
benefit its citizens.” See Order No. PSC-09-0289-PCO-EI, issued May 1, 2009, in this docket.

The petition for a new base rate proceeding seeks a different decision, a reduction of base
rates, on the same factual record as was used by this Commission to reach our decision in the
Final Order. Saporito participated in the issues that were ultimately decided by this Commission
in the Final Order. Therefore, Saporito’s petition fails to state any material issue of disputed fact
and shall be dismissed as failing to meet the requirements of Rule 28-106.201, F.A.C.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that FPL's request for
reconsideration regarding fuel clause overrecoveries is denied. It is further

e ORDERED that the Joint Movants® proposed Stipulation is approved as set forth herein.
It is further

ORDERED that the Petition for Base Rate Proceeding filed by Mr. Thomas Saporito is
denied. It is further

ORDERED that these dockets shall be closed upon the expiration of the time for appeal.
By ORDER of the Florida Public Service Commission this 1st day of Febnim, 2011,

ANN COLE
Commission Clerk

(SEAL)

JSC
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CONCURRENCE BY: COMMISSIONER SKOP
COMMISSIONER SKOP, concurring with a separate opinion:

The scttlement agreement validates the Commission's prior decision in the Florida Power &
Light Company (FPL) rate case in all material aspects including the authorized Return on Equity
(ROE). Specifically, the settlement agreement freezes base rates protecting FPL customers from
base rate increases through 2012, while ensuring the financial health and integrity of the utility
by affording FPL the ability to manage its carnings for financial reporting purposes. The
settlement agreement also provides for the cost recovery of the West County Three (WEC-3)
CCCT generating unit, limited to smaller of the projected fuel savings or revenue requirement,
when the plant-enters commercial service in 2011 thereby avoiding the need to conduct a limited
proceeding. Accordingly, the settlement agreement represents constructive regulation which
avoids protracted litigation and promotes a constructive regulatory environment.

One of the most important aspects of the settlement agreement, however, is that the authorized
ROE encompassed by the settlement agreement (i.c., an authorized midpoint ROE of 10% plus
or minus 100 basis points) is exactly the same as it was decided by the Commission in the FPL
© rate case.

Finally, one point which is extremely important to recognize, and which may have been
overlooked, is that the settlement agreement arose from the decision of the Commission in the
FPL rate case. While that decision was criticized, history has shown that the Commission
(including three honorable Commissioners - Steve Stevens, David Klement, and Nancy
Argenziano who no longer serve on the Commission) made the right decision as evidenced by
the fact that the utility is financially healthy, earning a reasonable rate of return, and able to raise
capital at attractive rates. Furthermore, post-rate case earnings, as measured by earnings
surveillance reports, are the subject of a docket recently opened by Commission staff. More
importantly, the lights are still on, and FPL customers continue to receive the same level of
excellent service that FPL is well known for providing.

In closing, I would like to commend the parties to this docket for entering into the settlement
agreement which provides rate stability for approximately 4.5 million FPL ratepayers through
2012, while ensuring the financial health and integrity of the utility.
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

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

Any party adversely affected by the Commission's final action in this matter may request:
1) reconsideration of the decision by filing a motion for reconsideration with the Office of
Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, within
fifteen (15) days of the issuance of this order in the form prescribed by Rule 25-22.060, Florida
Administrative Code; or 2) judicial review by the Florida Supreme Court in the case of an
electric, gas or telephone utility or the First District Court of Appeal in the case of a water and/or
wastewater utility by filing a notice of appeal with the Office of Commission Clerk, and filing a
copy of the notice of appeal and the filing fee with the appropriate court. This filing must be
completed within thirty (30) days after the issnance of this order, pursuant to Rule 9.110, Florida
Rules of Appellate Procedure. The notice of appeal must be in the form specified in Rule
9.900(a), Florida Rules of Appellate Procedure.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for increase in rates by ) Docleet No. 080677-El
Florida Power & Light Company.

In re: 2000 comprehansive depracistion Doeket Na, 090130-El

study by Florida Power & Light Company.

o e Semst

STIPULATION ANP SETTLEMENT

WHEREAS, Florida Power & Light Company (“FPL" ar the “Company™), the Office of
the Attomey Geuorsl (“AG™), the Office of Public Counsel (“OPC™), the Florids Indusirial
Power Users Group (“FIPUG™), the Florida Retail Federstion (“FRF™), the South Florida
Hoszpital and Healthcare Association ("SFHTHA"), the Federal Executive Agencies (“FEA") and
the Associated Industries of Florida (“AIF") have signed this Stipulation and Settlement (the
“Agreement”™; unless the context clearly requires otherwise, the term “Party” or “Parties” means
a signatory to this Agreement); and

WHEREAS, on March 16, 2009, FPL petitioned the Florida Public Service Commission
(“FPSC” or “Commission™) for an increase in base rates of approximately $1.044 billion in 2010,
& subsequant year adjustment to base rates of approximately $247.4 million in 2011, spproval to
continue the Generation Base Rato Adjustment mechanizm to adjust base rates for the addltlon of
now generating plants such as the Weat County Energy Center Unit 3 (“Wast County Unit 3™)
that is projected to o into service in June 2011, and other related relief; and

WHEREAS, on March 16, 2009, FPL filed comprehensive deprecistion studies in
acoordance with FPSC Rule 25-6,0436(8)(a), Flarida Administrative Code; and
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WHEREAS, the Partics flled voluninous prepared tostimony and exhibie, sonducted
exiensive discovery, participated In nine servioe hearings and fifioen days of technical heurings
held by the Commission, and fully bricfed their positions to the Commission following the
conclusion of the hearings; end

WHEREAS, the Commission issued Order Mo, PSC.10-0153-FOF-El on March 17, 2010
in the above dockets (“the Final Onder™), in which the Commission spproved a base rate increase
effective March 1, 2010 of approximately $75.5 million; and

WHEREAS, on April 1, 2010, FPL and FIPUG fiisd motions for reconsideration of
certain aspocts of the Final Order; and

WHEREAS, all Parties have the right to appenl the Final Order, a8 revised by the
Commission's decision on reconsideration, to the Supreme Court of Florids; and

WHEREAS, the Parties recognize thal this is a period of subsantial ecomomic
uncertaioty and that this Agreement will provide rate cortainty to FPL's customers during the
term of the Agresment; and

WHEREAS, the Parties % this Agreement have undertaken to resolve the issues raised in
these procoedings 80 as to maintaln & degroe of stabllity as io FPL's base rates and charges;

NOW THRREFORB, in consideration of the foregoing and the covenants contained
herein, the Partics hercby atipulate and agree:

1. This Agreement will become effective upan approval and finsl order of the Commdssion

{the “Impiementation Date™) snd contioue through the last billing cycle in December

2012 (the period from ihe Implementation Date through the lest billing cyele in

Decornber 2012 may be refervod to harein us the “Term™).  Base tates set in the Final

Order shall remnsin unchanged duting the Temm except ns othérwise permitted in this
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Agreement,

2 Nothing in this Agrecment shall preclude FPL from requesting the Commission to
approve the recovery of costs that are recoverable through base rates under the nuclear
cost recovery statute, Section 366.93, Florida Statutes, and Commission Rule 25-6.0423,
PA.C. Parttics may participate in nuclear cost recovery procoedings and proccedings
related thereto und may oppose FPL's requests,

3 Nothing in this Agreement shall preclude FPL from petitioning the Commission to scek
recovery of costs associatod with any storms without the application of any form of
emnings tesi or measure and frrespective of previous or current base rate sarnings or level
of theoretical depreciation reserve. Consistent with the rate design method sot forth in
Order No. PSC-06-0464.FOF-E], the Parties agres that recovery of storm costs from
custorners will begin, on an interim basis, sixty days following the filing of » cost
recovery pefition and teriff with the Commission and will be based on & 12-month
recovery pesiod if the storm oosts do not exceed $4.00/1,000 KWh oo monthly residential
customer bills. In the ovent the storm costs excoed that level, sny additional costs in
excess of $4.00/1,000 kWh shall be recovered in a subsequent year or years as
determined by the Commission. Al storm related costs shall be calcalated and disposed
of pursuant to Commission Rule 25-6,0143, F.A.C,, and will bo imited to costs Mﬂtmg
ﬁomumpiﬂlwystemnamedbytheﬁlﬁonﬂHwﬁmemoriuw,mme
estimale of incremental costs above the level of storm roserve prior (o the storm and 1o
the replenishment of the storm reserve to the level as of the Implementation Date. The




ORDER NO. PSC-11-0089-S-El

DOCKET NOS. 080677-EI, 090130-El
PAGE 14 Attachment 1

Parties to this Agreement are not precluded from participating in any such proceadings.
The Parties agree that the $4.00/1,000 kWh cap in this Paragraph 3 will apply in
nggrepate for a calenclar yoar; provided, however, thut FPL may petition the Commission
to allow FPL to increase the juitial 12 month recovery beyond $4.00/1,000 kWh in the
ovent FPL incurs in excess of $800 million of storm recovery costs that qualify for
recovery in a given calendar year, inclusive of the amoust nesded to replenish the storm
reserve to the level that existed as of the Implementation Date. All Parties reserve their
right to opposs such a petition. The Parties expressly sgree that any procedding to
mmﬁam&uﬂ%mymdaﬁmbcavebideforamw"w
inquiry conceming the expenses, investment, or financial results of operations of the
Cmmymﬁﬁdlﬁtnwbmykrmofmmamwmﬁdﬂmﬁm
or current base rate cunings or level of theoretical depreciation reserve,

&, Nothing shall preclude the Company from requesting the Commission to approve the
recovery of cosin (W) that are of a type which traditionally and historically would be, have
becn, or are presently recovered through cost rocovery clauses or surcharges, or (b) that
are incromental costs not currently recovered in base raies which the Legislature or
Commission dotermines are clause recoverable subsequent to the approval of this
Agreernent. It is (he intent of the Parties in this Paragraph 4 that FPL not be allowed to
recover through cost recovery clauses increases in the magnitude of costs of types or
categories (including tant not mited to, for exmmple, investnent in and maintenance of
transmission assets) that have been aod traditionally, historically, and ordinarily would be
recovered theough base rates. Jt is further tse imient of the Partics o recognize that sn
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authorized governmental catity may impose requirements on FPL involving new or
atypica! kinds of costs (including but nnt limited to, for example, roquirements rolated to
cybersecurity), and, concurrently with the imposition of such requiromenis, the
Legisiuture and/or Commission may authorize FPL to recover those related costs through
2 cost recovery clause. Nothing in this Agreement shall affect the shifts from clause w0
base rate recovery and from basc mte 1o clause recovery that were approved in the Final
Order,

5. (a)  FPL projects that West County Unit 3 will enter commercial sesvice during the
summer of 2011, when this Agreement is in offect. The Partics agree that, begirming
with the first billing cycle on or after the date oo which West County Unit 3 enters
commercial service, FPL shall be authorized to recover during the remainder of the
calendar year that portion of the projested non-fuel revenue requirements associsted with
FPL's Weat County Unit 3 which equals the projected fuel savings associsted with the
aperation of West County Unit 3 through the balence of the calendar year vis FPL's
capacity cost recovery cleuse, Thereafler duxing the Term, FPL shall be authosized to
collect annually through its capacity cost recovery clause that portion of the aunual
revenue requirements associated with West County Unit 3 that equates to ths projected
annual fuel savings associated with the sddition of West County Unit 3, pravided that if
the projected fuel cost savings are grestor thun the uanual revenue requiremeonts of West
County Unit 3, then FPL's recovery pursuant 1o this section shall be limitad to the stmus!
revenue requiremerts of West County Unit 3.
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{b) The revenue requivements associated with Wost County Unit 3 quantified
pursuant to this paragraph shall be allocatad to customer classes utilizing the same cost of
sorvice and rate deaign methodology that was spproved in the Final Order. The projected
non-fuel annual revenue requirement associsted with West County Unit 3 will reflect the
costs upon which the cumulative present value revenue requirements were predicated,
and pursuant to which a need determination was granted by the Commission in Ordes No,
PSC-08-0591-FOF-El, s adjusted by the application of a 10% return on equity in lieu of
the return on equity that was used in the determination of reed procoeding. FPL, will
calouiste and submit for Commission confirmation the amount of the revenue
Tequirement at the time it submits its capacity clause pmjection filing for the year that the
plant is to go into service. If the actual cepital costs of West County Unit 3 are tower
than projected in the noed determination prooceding, the lower figure shall constitute the
full revenue requircinents. If actual capital costs for West County Unit 3 are higher than
the costs projecied in the need determination prooeeding, FPL, at its option, mey initiate a
limited proceeding to recover such additional costs in futwe ratemsking proceedings
subsequent to the termination of this Agreement, FPL’s request to recover such additional
costs shall be governed by the standards of Comminssion Rule 25-22.082(15), F.A.C. Any
Party to this Agreament shall be permitted to infoevenc in such Hmited proceeding 1o
challenge FPL's request to recover such costs, However, while FPL shall caloulaie the
total rovenue requirements for West County 3 in this mansier, the amount of the revenue
roquirements associsted with West County Unit 3 that FPL may collect through ita
capacity cosl recovery clause from customers during the Term shall be limitad by the
projected fuel savings described in this paragraph.
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(c)  FPL shall implement for the remainder of the calendar year in which West County
Unit 3 achieves commercial servico a revised fuel cost recovery factor that reflocts the
projocted fucl savings associsted with the addition of West Coumty Unit 3 to its
genemting fleet.  FPL shall quantify the projected fusl savings associated with the
addition of West County Unit 3 through the use of the same computerized simulations of
its system and current assumptions and data regarding unit performance, system load, and
fuel costs that it employs te praject its fuel costs in the fuel cost recovery proceeding fo
compare the total fuel costs that FPL would incur without ths addition of West County
Unit 3 10 the total fuel cosats it will incur with the addition of West County Unit 3.
Simultaneously with the implementation of the revised fucl cost recovery factor that
incorporates the fuel savings associated with the addition of Weat Couaty Unit 3, FPL
ghall be authorized to begin collecting the portion of the revenue requirements associated
with West County Unit 3 that is equivalent to the fuel savings projected for West County
Unit 3 through the capacity cost recovery clause, The revised fuel cost recovery factor
and the revised capacity cost recovery factar shall be calculated and their iraplementation
timed so a3 t0 accomplish the imtent of the Partics, which is that revenues coliected to
recover the costs of owning and operating West County Unit 3 shall be completely offiet
by projected fuel savings associated with the unit during the Term. FPL shall submit the
revised fue] cost recovery factor and supporting calculations to the Commission and to
the Partics at the time it submits the quantification of West County Unit 3’a revenue
requirements. Other Parties shall have the right to contest FPL's projection of fuel cost

savings sssociated with West County Unit 3.
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{d)  FPL's right to yecover the pottion of the non-fuel reverue requirements for West
Coumty Unit 3 that is offset by projected fuel savings pursuant to this Paragraph § ghall
survive tenmination of this Agrecment end ghall continue until such time #s new base
rates are authorized for FPL that are based on a test year that redlocts the then applicable
non-fuel revenue requirements for West County Unit 3. The Pasties understand and agree
that this Parsgraph 5 shall not be construed as suthorizing FPL 1o defer the recognition of
any costs associated with owning and operating West County Unit 3, or defer the
collection of emy portion of the calculated annual revenue requirements associated with
West County Unit 3 thal exceeds the projected fuel savings associated with the unit, to
fiture periods. During this Agreement FPL shall book the full investment and ali costs of
owning and operating the unit, including depreciation expense, of West County Unit 3
during the calendar year to which such investment and costs relele. Fusthes, when
quantifying the investment in West County Unit 3 to be included in rate base during
futurs base rate procesdings, FPL shall recognize fully the sccumulated deprecistion
associsted with West County Unit 3 that it records during the Tesm. It is the intent of the
Partics that the provisions regarding West County Unlt 3 arc integral to and interrelated
with the other provisions of this Agreement. Accordingly, nothing in this Pacagraph §
shall be construed to limit the ability of FPL and the other Parties to ingvoke their
respective rights to xeek changes in base rates pursuant to Perugraph 6 of this Agreement
in the ovent the inclusion of the costs and revenucs associsted with West County Unit 3
in sccordance with this Parsgraph § in the calculation of FPL's sarnod return on equity
cause FPL’s semed return on equity to trigger a threshold of Paregraph 6 befow,
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5.  Notwithstanding Paragraph 1 sbove, if FPL's esrned return on common equity falls
below 9% during the Term on an FPL manthly earnings surveiflance report stated oa &
FESC sctunl, sdfusted basis, FPL may petition the FPSC to amend its base rates, cifer a9
& general rate proceeding under Sections 366.06 and 366.07, Florida Statutes, and/oras a
limited proceeding under Seotion 366076, Florida Statutes. {Throughout this
Agreement, “FPSC actual, adjusted basis” and “sctual adjusted earved rotumn™ shall mean
results reflecting all sdjustments 1o FPL's books required by the Commission by rule or
onder, but excluding pro forma, weather-related adjustments.}) I FPL files a pefition to
initiate & geneeal rate procesding pursuant to this provision, FEL may request an interim
8te increase pursuant 1o ths provisions of Section 366.071, Florida Statutes. The other
Parties 10 (his Agresment shall be entitled to paticipate in any proceeding inftiated by
FPL to increese base mtes pursuant to this puragraph, and may oppose FPL's request.
Notwithstanding Paragraph 1 ahove, if FPL’s sumed retum on common equity oxceeds
113 during the Term on an FPL monthly esrnings surveillanse report stated on sa FPEC
actual, adjusted basis, any other Party shall be entitled to petition the Comnriasion for a
review of FPL’s base rates. In any case initisted by FPL or any other Party pursuant to
this paragraph, all parties will have full ﬁwmwm. Notwithsianding
Paragrsph | abave, this Agreement shall werminste upan the effective date of any finel
order issued in my such procoeding pursant 1o this Paragraph 6 that chianges FPL’s base
rates prior 1o December 31, 2012, This Paragruph 6 (a) shall not be construed 1o bar or
limit FPL to any recovery of costs otherwise contemplated by this Agresment; (b) shall
not epply 10 any reguest to change FPL's base rates that would bacoms effective after this
Agreemient terminstes; and (¢} shall not limit sny Paty™s rights in procecdings
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concerming changes to base rates thal would bocome cffective subsequent to the
termination of this Agreement 1o argue thet ¥PL's authorized ROE rangs should be
different than 9% to 11%.

7. in the Final Onder, the Commission determined a net theoretical depreciation reserve
surplus in the total amount of $894 million ("Total Deprecistion Burplus”). The
Conunission directed FPL to amortize the Total Depreciuation Surplus over foor yeurs,
The Partes hareby agree that in any given yoar of this Agscement, FPL shall bave
discretion to very the amount of amortization of Total Depreciation Surphus taken in that
youar, provided that () for any muvelllance reports submitted by FPL during which its
retumn on equity (measured on an FPSC sctual, adjusted basis) would otherwise fall
below 99, FPL must amortize at least the emount of the availsble Total Depruciation
Surplus necessary to maintain in cach such 12-month period a return on equity of 9%; (b)
FPL inay not wnortize Total Depreciation Surplus in an amount that results in FPL
achieving & yeturn on equity of gregier then 11% (measured on an FPSC sctual, adjusted
basis) in any such 12-month period as messured by surveillance reports submitted by
FPL during the Term; and (c) FPL, shall smortize no more than $267 million of its Tod
Deprecistion Swplus per calendar year during the Term (but if less tun this meximum
yearly smortization Is taken in any calonder yesr during the Torm, then the remaining
avalleble amortization mmount will carry forward to inoresse the maximmun yeerly
amartizetion that may be used in any subsequeni calendar year throughout the Term).
Notwithstanding the foregoing, in 5o evenl shall FPL smortize more than $776 million of
its Total Depreciation Surplug chring the perod January 1, 2010, through December 31,

ie
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2012, unless a greater amount of amortization is necessary to avold a surveillsnce report
showing an FPSC actual adjusted returs on equity of less than 956, FPL shall oot sutiafy
the requiremont of Paxagraph 6 that its sctusl adjusted corned retumn on equity must fall
below 93¢ on & monthly survclliance report before it may initiste s petition to increase
base rates during the Term unless FPL first uses any of tbe Total Depreciation Surplus
that remains available for the purpose of increasing its earned return on equity to at Jeast
9%4 for the period in question.

8. No Party to this Agreement will request, support, or seek to impose a change in the
application of any provision hereof. Except as provided in Paragraph 6, a Party to this
Agreement will neither seak nar support sny reduction in FPL's base retes, including
limited, interim or any other rate decressss, that would take effect prior 10 the first billing
eycle for January 2013, except for any such reduction requested by FPL or as otherwise
provided for in this Agreement. FPL shall oot soek interim, limited, or general base mate
mﬁddnﬁm&?mmuwmﬁrh?wpréofﬁsw FPLis
not preciuded from seeking inteim, Hmited or general bass rate relief that would be
effective during or sfler the firet billing cycle in January 2013, Such interim relief may bo
based on time periods before January 1, 2013, consistent with Section 366,071, Florida
Statutes, and calculatod witheust regard to the provisions of this Agresment.

9. Cost of service and rate design methodologies will be as sat forth In the Final Order,
Nothing in this Agreenient will preclude the Company from filing and the Commission
from epproving any new or revised tariff provisions or rate schedules roquested by FPL,
provided that such wriff roquest does not increase any existing base mie component of &

1
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teriff oy rate schedule during the Term unless the spplication of such new or revised tariff
or rate schedule is optional to the Company's customers.

10. The provisions of thiz Agreement arv contingent on spproval of this Agreement in its
entirety by the Commission. The Parties further sgree that thoy will support this
Ammmmmmwwmym.wlkﬁmm&mmhwnﬂh
with the terms of thiz Agreement in any adwministrative or judicial proceeding relating to,
reviewing, or challenging the sstablishment, approval, edoption, or implementation of
this Agreement or the subject matier hereof. No party will assert in any proceeding before
the Commission that this Agreement or any of the terms in the Agreement shall have any
precedentiai value, Appeoval of this Agreement in its entirety will resalve all matters in
Docket Nos, 080677-El and 090130-El pursusnt to and in accordance with Section
120.57(4), Florida Statuies. Upon approval of this Agrecment in its entirety by the
Commission, FPL wend FIPUG will withdrew their respective Motions for
Reconsiderstion of the Finel Order. These Dockets will be closed effective on the date
the Commission Order approving this Agreement is final and no Paty shall seck
appellaie review of any arder issued in these Dockets.

11.  This Agreement is dated as of August 20, 2010. It may be exccutsd in counicrpart
originals, and & facsimile of an original signature shall be deemed an ariginal.

In Wimess Whereof, the Parties evidence their acceptance and agreement with the
provisions of this Agreement by their signature.

12
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