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1 PROCEEDI NGS
2 (Transcript follows in sequence from

3 Volume 1.)

4 CHAl RMVAN GRAHAM  All right. M. Skop, |

5 bel i eve you have the mc.

6 MR. REHW NKEL: M. Chairnman, before M. Skop
7 goes, mght | take care of one adm nistrative

8 detail ?

9 CHAl RVAN GRAHAM  Yes.

10 MR. REHW NKEL: For the clarity of the record,
11 when | was crossing M. Onsgard about the order, |
12 don't think we identified the nunber of the order.
13 Wuld you mnd if | asked himtwo questions from
14 this order?

15 CHAI RMVAN GRAHAM  About whi ch order?

16 MR REHW NKEL: It was the order we passed out
17 that we did not give an exhibit nunber to. It's an
18 order denying the tariff. [It's Order 14-0036.

19 CHAI RMVAN GRAHAM  Okay. | got that.

20 MR, REHW NKEL: Ckay. And | just wanted, just
21 for clarity of the record, M. Onsgard to

22 acknow edge that that's the nunber of the order

23 that he answered the questions from

24 CHAl RVAN GRAHAM  Tel |l you what, let's take
25 care of that when we circle back around.
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MR. REHW NKEL: Very good.
CHAl RMAN GRAHAM  kay. Just rem nd we as
we're entering everything.
MR, REHW NKEL: Thank you.
CHAl RVAN GRAHAM M. Skop.
MR, SKOP: Thank you, M. Chairmn.
CROSS EXAM NATI ON
BY MR SKOP:

Q Good afternoon, M. Onsgard.

A Good afternoon.

Q | just want to spend a few m nutes talking
about the costs, the assunptions, and your testinony
related to the NSMR tariff. And I'mnot feeling well
today, | definitely have a very sore throat, so in the
interest of tinme for the Coormssion, I'll try and nmake
this as brief as possible.

During your direct and rebuttal testinony
today, you indicated that FPL has approxi mately
4.5 mllion custoners; is that correct?

A Appr oxi mately, vyes.

Q Ckay. And would you agree that traditionally
the cost to read neters has been included wthin base
rates?

A | woul d.

Q kay. And woul d you happen to know t he usef ul
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life of the anal ogue neters that were replaced by snart
met ers?

A | believe they were 40 years.

Q Ckay. Thank you.

And you indicated that you did not participate

In the preparation of the 2009 rate case, correct?

A That is correct.

Q Al right. Are you aware that in that rate
case, however, FPL Wtness Santos identified that
begi nning in 2013 the net O&M savings fromthe AM
program woul d exceed $30 nillion annually?

MR RUBIN. M. Chairman, | object to this
guestion into what | presune to be a |ine of
questioning. In this case, in the prehearing
stages, the Prehearing Oficer entered orders which
very clearly defined the scope of this hearing.
One of the itens that we are not here to litigate,
because of the Doctrine of Adm nistrative
Finality -- it's the law of this case and it's the
| aw that the Comm ssion follows -- we are not here
to re-litigate the prudence of the smart neter
depl oynent whi ch was decided by the Conm ssion
quite a long time ago. And the kind of questions
that -- particularly the question that we just

heard and the Iine of questions that | anticipate,
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all relate to essentially questioning the
Commi ssion's determ nation back in 2009 and ' 10 of
t he prudence of this project.

MR SKOP: M. Chair, may | be heard?

CHAI RVAN GRAHAM  Yes.

MR SKOP: Wth all due respect, | don't think

that's a correct characterization of the |line of
guestioning. | think the witness nade a coupl e of
I nconsi stent statenents, and |'mtrying to flesh
that out. | have no desire to get into the
prudence. | was on the Comnm ssion at the tine it
was approved so |I'maware of the prudence of that
deci si on.

But if I could have a little latitude, I
woul d respectfully request to ask a coupl e of
continuation questions and |I'Ill nove on.

CHAI RVAN GRAHAM  Sur e.

MR, SKOP: | don't think it wll be |ong.

CHAl RMAN GRAHAM  That's fi ne.

MR, SKOP: Al right. Thank you.

BY MR SKOP:

Q So goi ng back again, M. Onsgard, are you

aware that in the 2009 rate case that FPL Wtness Santos

testified that beginning in 2013 the net O&M savi ngs

fromthe AM program woul d exceed $30 mllion annually?
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1 A | am

2 Q And woul d you agree that FPL has not yet

3 achieved those savings?

4 A | woul d agree.

5 Q Ckay.

6 MR SKOP: And, again, this goes to ny point,
7 M. Chai rman, about sone statenents nade by the

8 witness, so | want to kind of flesh this out.

9 BY MR SKOP:

10 Q During your rebuttal testinony and in response
11 to a question asked by M. Jacobs, you indicated that

12 you were confident that the correct nunbers were used to
13 devel op the NSMR cost, correct?

14 A ' mconfident that our assunptions are wel

15 exam ned and researched and are appropriate for setting
16 a setpoint for this process, yes.

17 Q And in your opinion, do you know whether this
18 sane level of confidence or whether this was the sane

19 | evel of confidence that FPL Wtness Santos had in

20 projecting the cost savings that never materialized?

21 MR RUBIN. M. Chairman, | object. W're

22 going right back to the rate case now and the

23 testinony offered by Wtness Santos back in 2009

24 and this Conm ssion's decision based upon her

25 testinony in the entire case that was tried at that
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MR SKOP: M. Chair, it goes to the
credibility of the witness. FPL is arguing that in
one instance they woul d never comruni cate costs or
information to the custoners and that they have a
hi gh | evel of confidence, yet |I'mnerely pointing
out anot her instance where the exact opposite is
true and in furtherance allowng the Conm ssion to
wei gh the evidence before them

CHAl RVAN GRAHAM  Mary Anne.

M5. HELTON:. | npeachnment questions are
perm ssible, but I"mstruggling a little bit
because it seens like he's trying to inpeach the
W tness using testinony froma different w tness
ot her than M. Onsgard.

CHAI RMVAN GRAHAM  Onsgard.

M5. HELTON: [I'msorry, I'mnot sure how to
pronounce your name. The witness's prior
testinony. So could |I hear the question one nore
time, M. Chairmn?

MR, SKOP: Yes, M. Chairman. And for
Ms. Helton's clarification, what I'mtrying to do
is flesh out the inconsistent logic that | heard
fromthe witness in terns of the statenents nade.

But the question is -- and | can proffer these and
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proffer the response if the objection is

overruled -- but the first question would be during
your rebuttal testinmony and in response to a
guestion asked by M. Jacobs, you indicated that
you were confident that the correct nunbers were
used to devel op the NSMR cost, correct? And the
followup to that was do you know whet her this sane
| evel of confidence -- that this was the sane | evel
of confidence that FPL Wtness Santos had in
projecting cost savings that never materialized?

It gets down to the quality and the accuracy of the
i nformation that FPL provides the Conm ssion and
the assertions nmade before it.

M5. HELTON: It seens to ne he's asking for
this witness to get into the mnd of a fornmer FPL
Wi tness's testinmony, and I'mnot sure that that's
appropriate, M. Chairman.

CHAl RVAN GRAHAM | guess I'mtrying to
understand if he's trying to get into Santos' m nd
or trying to get into the m ndset of Florida Power
& Light as a whol e.

MR SKOP: |I'mtrying to understand the |eve
of confidence. Again, we've heard that there's a
hi gh | evel of confidence, but we've heard that

before. And so, again, I"'mtrying to understand
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the I evel of confidence in terns of what was
previ ously conmuni cated to the Conmm ssion versus
what the witness testified to.

And the second part, if I may -- and, again,
| can proffer this, if necessary -- the w tness
stated that it was not appropriate to comunicate
the cost to custoners until they could be
gquantified, but yet FPL had no qual ns about
conmuni cati ng projected savi ngs.

CHAl RMVAN GRAHAM W' || continue down this
path. Keep your finger on the button.

Go ahead.

MR, SKOP: Al right. Thank you,

M. Chairman.
BY MR SKOP:

Q Again, just in your opinion, M. Onsgard --
and if you don't know, you can say that you don't
know -- but do you know whether this was the sane |eve
of confidence that FPL Wtness Santos had in projecting
the cost savings that never naterialized?

A | know that the projection of cost savings is
a nmuch nore conplicated issue with a four-year
deploynent. | also know that there was sone delays in
getting the smart neters depl oyed and acti vat ed.

| addressed earlier in ny testinony how we
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were very intentional about the activation of the smart
nmeters. And there have been sone delays in the
recognition of the savings, but I'mnot here to testify
to the |l evel of those savings. | amhere to testify in
the confidence that | have in these NSMR costs.

Q Thank you.

MR, SKOP: And I'Il just proceed. 1'll nake
this brief. And if there's an objection, I'll just
nmove on

BY MR SKOP:
Q But during your rebuttal testinony and in

response to a question asked by M. Jacobs, you al so
I ndicated that it was not appropriate for FPL to
conmuni cate cost to custoners until they could be
quantified, correct?

A | also said that it wasn't appropriate to
comruni cate costs to custoners until they have been
approved by this Conmm ssion.

Q Ckay. Do you know or do you have an
expl anati on why FPL woul d comuni cate savi ngs on the
flip side of that to this Conm ssion?

A |'"'mnot here to testify about that.

Q Al right. Thank you.

If I could ask you to turn back briefly to

what's been marked for identification purposes as
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Exhi bit 19.

A | mght not have kept up on the nunbers. |If
you could help me with --

Q Yes. It's what's been identified as the FPL
postcard notice for smart neter installation that was, |
think, proffered by M. Jacobs.

A It's this?

Q Yes.

A Thank you.

Q Wth respect to the information on this
card -- and | trust that you' ve had an opportunity to
review it -- has FPL experienced del ays and probl ens
with smart neter depl oynent ?

A Pl ease ask the question one nore tine.

Q Yes. Has FPL experienced del ays and probl ens
with smart neter depl oynent ?

A We experienced sone delays in the activation.
We actually had an accel eration in our deploynent above
our plan, so | think that would suffice ny answer.

Q Thank you.

And Honeywel |l is nentioned as an approved
contractor on this docunent. Do you know if Honeywel |
Is still installing smart neters for Florida Power &

Li ght ?

A | do not believe they are still installing
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1 smart neters, no.

2 Q Ckay. And do you know how long it takes on
3 average to install a smart neter?

4 A | do not.

5 Q kay. Are you famliar with the Surge Guard
6 Program of fered through Florida Power & Light?

7 MR. RUBIN:. | object on grounds of relevance.
8 CHAl RVAN GRAHAM  1'I]l see where he's going.
9 BY MR SKOP:

10 Q Are you aware of the Surge Guard Program

11 offered by Florida Power & Light?

12 A | am aware of a program for surge protection.
13 Q kay. Are you aware of a simlar mailer that
14 gets sent to FPL custoners?

15 A | am not.

16 Q kay. Let ne see how | want to frane this.
17 Would you be surprised that in that program that FPL
18 installs sonething in the neter box at no cost to its
19 custoners that subscribe to that Surge Guard Progranf
20 A As | said, | don't know the details of this
21  program

22 Q kay. Very well. [I'll nove on.

23 If I could ask you to turn, please, to your
24 direct testinony at page 16, |ine 4.

25 A Yes, sir.
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1 Q And 1'Il give you a second and ne a second to
2 call that up. | tried to go paperless here.

3 Ckay. Beginning at line 4, you start

4 discussing the site visits that are in controversy in

5 this proceeding. Is it true that your testinony does

6 not specifically -- does not cite specific statutory

7 authority which would all ow FPL advanced cost recovery

8 for these speculative site visits that may never occur?
9 A | object to a couple of statenents there, both

10 the advanced and specul ative. These are not advanced

11 charges that are being charged to the custoner. The

12 enrollnment fee of $95 is a fraction of our up-front

13 costs and it does not represent the site visit, as sone

14 mght think it does, so | just want to be clear there.

15 And they are not specul ative, as we have al ready

16  discussed at |ength.

17 Q Al right.

18 MR, SKOP: Thank you, M. Chairman. | don't

19 bel i eve that was ny question of M. Onsgard.

20 BY MR SKOP:

21 Q Can you point specifically to a statutory

22 provi sion of Florida law that would allow the recovery,

23 advanced recovery of these costs of these assuned site

24 Visits?

25 A | f they were as you described, | could not.
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Q

M. Rehw nkel just nentioned, which was the Conm ssion's

order. | don't believe it's been marked with an exhi bit
nunber yet. And I'Il let himmark it when we take up
exhibits, if he chooses to do so, but just as a point of
ref erence.
Do you have that before you?
A | do, sir.
Q Can you turn, please to page 8, which shows

Att achment A?

A

Q

non-standard neter rider tariff.

A
pl ease?

Q

> O » O » O »

Q

description for that |ine, please?

Ckay. Can | get you to turn to what

And this is the prehearing order or --

No. This is the Conm ssion's order denying a

kay. |I'mthere. And page nunber again,

Page nunber 8.

" mthere.

And it's marked as Attachnent A

Yes.

Do you see |ine nunber 2?

| do.

And do you see the charge of $77.06?
Yes, sir.

Can you read the first sentence in that
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1 A | can. "It is assuned that there wll be at

2 | east one site visit other than the regul ar manual neter
3 readi ng per opt-out custoner."

4 Q Ckay. And would you agree that that is the

5 charge for that visit?

6 A | woul d.

7 Q Ckay. But that seemingly conflicts with your
8 prior statenent that you said that this charge is

9 recovered over five years in nmultiple ways. | guess I'm
10  confused there.

11 A Right. So all of the up-front and one-tine

12 fees are, if you wll, calculated and included in our

13 tariff charge. W then took of those fees an enroll nent
14 fee of $95, of which that is a third of our up-front and
15 one-tine fee, asked for that up front, and the rest is
16 spread over the 60 nonths. So this is just one of the
17 many conponents that are included within the charge that
18 are in fact collected over the five years of the

19  program

20 Q kay. But you would agree, would you not,

21 that the majority of the costs associated with the

22 enrollnment fee is a singular charge?

23 A | woul d not.

24 Q You woul d not ?

25 A | would not. As | just described -- and |
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appreciate that it is not straightforward, but sone of
the interrogatories had asked this question as well, so
"Il try to be very clear -- we | ook at the system
costs, the marketing conmuni cation costs, as well as our
other one-tine costs that are related to serving these
custoners. We | ooked at those costs and divided those
by the 12,000 custoners to cone up with what the
up-front and one-tine fees are related to serving this
group of expenses. That totaled to be $310.

O that $310, we requested that 105 be paid
as part of the enrollnment fee and then we agreed to
adjust that to $95. So the pool of dollars from which
this is collected includes the system changes, the
mar ket i ng and communi cation costs, as well as the other
one-tine costs reflected on page 3 of Exhibit B. So it
IS not a major portion, is not attributable to adjust
this one site visit.

Q Ckay. And forgive ne, again, on behalf of ny
client, though, I'mtrying to understand, again, the
el ements that conprise the $95 that the Florida Public
Servi ce Comm ssion has approved for this enrollnent fee.
And | think that you testified in response to ny
question that the site visit represents the charge in
line item2 of $77.067

A It does.
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Q Ckay. And, again, | would ask, can you cite
specific statutory authority which would allow FPL to
recover -- or which would allow FPL advanced cost
recovery of this $77.06 which may never happen?

MR RUBIN. M. Chairman, | object, it's been
asked and answered, | think this is the third tine.
CHAl RVAN GRAHAM | agr ee.
MR SKOP: (kay.
BY MR SKOP:

Q W will nove on. Going back to your direct
testinony, page 16, lines 4 through 13, you indicated
that that FPL has nmade 4,800 site visits to set
non-standard neters. Could sone of these site visits
be, in fact, attributed to problens that were associ ated
wWth smart neter installations?

A These 4,800 visits were specific to our
post poned popul ati on and their request to have
non-standard neters, so that is specifically and exactly
what these are for.

And just to be clear, this is also the group
of costs that the conpany has not requested ful
recovery for. A lot of these neter sets were done as
an accomodation to the postpone list. The only site
visits that we're asking recovery for are for custoners

who actually have enrolled in the program and have had
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1 asitevisit. That nunber is closer to 2,000 rather

2 than this 4,800 that you see in ny direct testinony.

3 Q And | just want to turn your attention to, |

4 think, a distinction that you nmade during your direct

5 and rebuttal testinony. You stated that the current

6 tariff that FPL seeks approval of is for non-standard

7 service, correct?

8 A That's correct.

9 Q Ckay. And historically custoners have had the
10 anal ogue neters before the AM programwas rol |l ed out

11  and that was standard service, but now it's non-standard
12 just sinply because FPL has started to roll out the --
13 or deploy AM; is that correct?

14 A It's not entirely correct. You reference that
15 everyone had anal ogue neters. Standard service had

16 shifted to digital neters well before the smart neter

17 program had been advanced. And, simlarly, we nade that
18 our standard neter. Wth the smart neter depl oynent,

19 yes, that absolutely becane the standard service. W

20 fully support the benefits that smart neters provide to
21 our custoners.

22 Q Okay. Thank you.

23 If I could get you to turn now to your

24 rebuttal testinony, page 4 line 5, please. And I'IIl try
25 and scroll up nyself so we can get --
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1 " mthere.

2 Q Al right. Bear with nme, |'m going paperl ess.
3 Ckay. On page 4, line 5 of your rebutta

4 testinony -- let ne nake sure I'mthere -- you stated on
5 line 5 that FPL has conpl eted activation of residenti al
6 and small business smart neters in all service areas but
7 FPL, going on, continuing on, FPL does have

8 approxi mately 175,000 commercial and industrial snmart

9 neters currently being depl oyed which were not part of
10 FPL's initial deploynment plan, correct?

11 A That was correct when | nade this testinony,
12 yes.

13 Q All right. Sois it -- | guess trying to read
14  between the lines -- and | apologize, ny throat is

15 really scratchy today -- trying to read between the

16 lines on this, not all business custoners currently have
17 smart neters installed, correct?

18 A So we are currently conpleting our C

19 depl oynent. We've got now | ess than 100, 000 Ci

20 custoners who still take standard service through the

21 prior digital nmeters, not the smart neters.

22 Q Ckay. And these 100,000 custoners that you

23 reference that are occurring today while other custoners
24 are being charged, they have to have their neters read
25 manual | y each nonth, correct?
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1 A They do.

2 Q Ckay. But these business custoners are not

3 currently being charged under the NSMR tariff, correct?
4 A That is correct.

5 Q So howis that not discrimnatory to ny

6 client, who is an FPL residential custonmer who chooses

7 to have a non-standard neter?

8 A As you' ve said, they choose to have a

9 non- standard neter. These comrercial custoners have no
10 choice at this point.

11 Q But in terns of the principle of collecting

12 costs and making sure those costs are equally

13 distributed and allocated to the cost drivers, if you

14 will, these businesses that don't have a smart neter are
15 still having their neters read manual ly and those

16 charges still, | guess, would be enbedded in base rates
17 for that to be occurring or FPL woul d be | osi ng noney;
18 Is that correct?

19 A It is, yes. These custoners are still being
20 serviced under the old processes of reading neters.

21  We're just about done. W're very happy wth the

22 progress we're naking. And as | nentioned, we've got --
23 about 100,000 will be done by the mddle of 2015 with
24  these renai ni ng custoners.

25 Q So you see no reason why inplenentation of
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this tariff should be delayed until all custoners are

t aki ng standard service?

A Absol utely not. The conpany has incurred

quite a bid of expense, as |I've described, to allowthis

post poned process, after the Comm ssion had held th
smart neter workshop, had the briefing, we filed th
tariff at the appropriate tine. It is not

discrimnatory at all.

Q Ckay. If | could get you to nowturn to
page 8 of your rebuttal testinony, lines 4 through
pl ease.

A "' mthere.

Q All right. Gve ne a nonent to catch up.

e

e

7,

I n your response to that question, you talk

about de mnims costs and, quote, "FPL does not vi
nore than 3 mllion in up-front costs and one-tine
as well as over $1 nmillion in annual costs as

de mnims," correct?

A W reject Ms. Martin's assertion that we
feel it's de mnims, yes.

Q So, again, in anticipating an objection,
$30 million in projected costs that never materiali
be considered de mnims when conpared to this?

MR RUBIN. He anticipated the objection

correctly. W're going back to that rate case

ew

costs

woul d

woul d

zed
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again and whatever Ms. Santos testified to in that
case under different circunstances in a different
cont ext .

CHAl RVAN GRAHAM | agr ee.

MR, SKOP: Al right.

BY MR SKOP:

Q If we can now nove to page 12 of your rebuttal
testinony, lines 14 through 20, please.

A Yes.

Q And in that passage, | believe you discuss the

Commi ssion rule, which is Rule 25-6.052, correct?

A That's correct.

Q Ckay. And that requires -- | think that you
state that due to the | arge nunber of different
non-standard neter types left in the field for NSMR
custoners, sanple sizes wll require renoval for testing
repl acenent over the next five years of those neters; is
that correct?

A That is correct.

Q Ckay. Wth respect to this as a cost driver
within the tariff and in noting the rule and noting that
there is a small pool of custoners that apparently want
to keep their existing neters and al so noting that you
stated that the useful life of these neters is

approxi mately 40 years, do you believe it's possible for
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the Comm ssion to waive this rule for custoners wanting
to enroll in the NSMR tariff, thereby reducing the cost?

A The Conm ssion has that power.

Q Ckay. And if | could now turn your attention
to what's been marked for identification purposes as, |
believe, Exhibit 20, and that's OPC s first set of
Interrogatories 8, 9 and, | believe 10 -- 8, 9 and 11,
sorry.

A | have it.

Q All right. And specifically Interrogatory 8,

page 1 of 1.
A Yes.
Q In response to this interrogatory, FPL does

not avoid any costs associated wth purchasi ng and
installing a smart neter when an exi sting custoner
declines a snmart neter. And | guess I'mtrying to get
sone better perspective on how that can be. And | think
that you el aborated on it, but I"'mstill unclear.
So if I have an existing anal ogue neter as a

| ongtinme residential custoner and FPL doesn't have to
replace that neter, are you testifying that there is no
cost savings to the general body of the FPL custoners as
a result of that?

A There have been no actual cost savings. W

have bought neters for all of our custonmers in
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anticipation that they would want to take standard
service, so there has been no actual cost savings to the
conpany. These neters are avail able and ready for
Installation if the custonmer so chose.

Q Ckay. So if | amto understand this
correctly, effectively, by virtue of the Comm ssion's
order in 2009, FPL went out and bought a smart neter for
every FPL custoner, correct?

A That essentially is correct. It certainly
didn't happen all at once, but we have bought the neters
equi val ent to our custoner base.

Q Ckay. And do you happen to know what the
total purchase -- the total value of that purchase m ght
have been?

A | don't.

Q Wul d you agree that FPL earns a return on
equity on that investnent?

A | woul d agree.

Q Ckay. But FPL has not delivered the
$30 nmillion of annual savings to its custoners as a
result of making that investnent?

MR, RUBIN. M. Chairman, | object again.

Every tine he uses that $30 million, I'Il need to

obj ect.

CHAI RMVAN GRAHAM Il think "Il let himanswer
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this question.

THE W TNESS: And could you please restate it?
BY MR SKOP:

Q Yes. | believe where we left off was you
I ndi cated that, yes, Florida Power & Light earns a
return on equity on the purchased inventory. And the
guestion | had or that | asked in response to that was
but it hasn't delivered the $30 million in annual cost
savings that it promsed to this Conm ssion?

A It has not yet.

Q Okay. Al right. Thank you.

Wth respect to the anal ogue neters, | think
you nentioned sone of those were ultimtely repl aced
w th noncommuni cating digital nmeters. |Is that the
standard neter that's used now for those custoners that
want to opt out and not have a smart neter, it would be
a noncommuni cating digital neter?

A No, it would not. As we've described, we nade
every effort to |l eave the existing neter in the socket
and we will continue to do that. |If the anal ogue neters
are no | onger manufactured, we have w thheld sone and we
wll continue to try to accommobdate custoners' request
for anal ogue neters.

That said, as it is stipulated in our tariff,

iIf arestoration crew or a truck does not have a

Premier Reporting

Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

195
digital meter, nonconmunicating -- sorry, an anal ogue

neter -- they mght get a digital nonconmuni cati ng

nmet er.

Q All right. So going back to ny prior
question, again, these mllions of anal ogue neters that
were perfectly fine, that they got ripped out, | guess
FPL has a stash of those and they're different types and
it still uses that, correct?

A | just answered that question, yes, sir.

Q Ckay.

MR SKOP: No further questions, M. Chairmn.
CHAI RMVAN GRAHAM  Ckay. Staff.
CROSS EXAM NATI ON
BY MS. BROMLESS:

Q Good afternoon, M. Onsgard.

A Good afternoon.

Q | would like to turn to page 3 of your Exhibit
Nunber 4, and that woul d be included in what M. Jacobs
has identified as Exhibit Nunber 23.

A Is this Exhibit B we're referring to?

Q This is an exhibit in your direct testinony,
RAOC 4, page 3 of 15.

A Thank you.

Q And | think that's in M. Jacobs' Exhibit

Number 23, included in that package.
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And I'minterested in making sure | understand
your testinony. In this exhibit, you' ve said that
you' ve divided the costs into two categories, up-front
system and conmuni cati on costs and what you' ve | abel ed
one-tine cost per neter; is that correct?

A That is correct. This summary shows,
actually, all three conponents, the headers of up-front
system conmuni cation costs, one-tine cost per neter and
nont hly costs per neter.

Q Ckay. Wth regard to the field neter visits,
they're included in the one-tine cost per neter,
correct?

A Yes, ma' am

Q kay. And if | can turn to page 11 of your
rebuttal testinony. And | want to nmake sure |
under stand what you're sayi ng here.

What types of visits did you include as being
specific to non-smart neter custoners in order to
devel op your one on average visit?

A Right. So the things that we included in that
are, as we've tal ked about, the installation of the
non-standard neter. This is an occasion where a
custoner requesting non-standard service has a snart
neter and we need to go out and set a non-standard

met er .
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W are also including the site visits
required to keep conpliance wth our approved neter
test plan for accuracy of these neters. That plan
requi res that we sanple subsets of each neter type that
we are now faced -- because we've |left these neters
that the custonmer had at their hone. Instead of nmaking
It a honpbgeneous popul ation, we are now faced with a
very diverse group of nmeter types, and this test plan
Is going to require that we go out and sanple within
each of those neter types.

W' ve al so included the known fact, although,
we have not tried to quantify -- those two alone w |
account for the one site per visit, but there are other
things that are going to cause us to need to visit the
non- st andard neter custoner, primarily that's in regard
to stormrestoration work. W have the ability to ping
a smart meter to tell whether or not it is activated.

When a restoration crew reenergi zes a
nei ghbor hood, these crews are now equi pped with the
capability of pinging all of the apprentices within
that area. And before they roll the trucks out of an
area, they will ensure that everyone is back in
servi ce.

Non-standard neters present a problemwth

that. W're going to have issues where we're going to
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need to make additional truck rolls, either to verify
specific locations or, unfortunately, custoners who
call after we've left, necessitating us to cone back.
So we know that there will be cause for us to visit

t hese custoners. W know these two prinmary areas are
going to account for at |east one site visit on average
per NSMR cust oner.

Q Ckay. And in your rebuttal testinony, | think
you al so nentioned current diversion as a reason?

A W did. And I'mnot sure that we're going to
have any significant truck rolls required for that.
Smart nmeters do provide us with a |ot nore infornmation
about tanpering and other occurrences.

But, you know, |I'm not advocating that that's
going to be a strong driver in this area, as |'ve
described. W really have enough with just the two
that | nentioned first.

Q Ckay. Thank you.

M5. BROMNLESS: We would lIike to ask sone
guestions about the neter sanpling and testing
charge. And the information we're handing out is a
subset of discovery responses already provided in
our exhibits that have already been introduced into
the record.

Commi ssioner, if you would like to identify
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it as a separate exhibit, we can do that or we can
just --
CHAI RMVAN GRAHAM  Not necessary.
M5. BROMNLESS: Thank you.

BY Ms5. BROWNLESS:

Q | want you to turn, please, to the first page.
And | just want to make sure |'ve got this straight.
The nmeter sanpling visit requirenents are based upon
Conmmi ssion Rule 24-6.056; is that correct?

A Yes.

Q And then Florida Power & Light has, on
June 17th of 2008, adopted an FP&L netering device test
procedures and test plan protocol; is that right?

A That's correct.

Q And that's on the second page. You provided
that in response to Interrogatory Nunber 67

A Yes, ma' am

Q kay. Now, when | |look at this table, | want
to make sure | understand what that requires. If | |ook
here where it says, "lot size," | assune that's the
nunber of a particular type of nmeter that you have; is
that right?

A That is correct.

Q Ckay. So if | have 66 of one type of neter to

110 of that type, then in order to conply with your
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protocol, | would test 46 of those neters; is that
right?

A That's correct.

Q Ckay. Now, if | look at the last page in that
exhi bit, we ask for backup of the neter testing, and you
provided that to us in this Interrogatory Nunber 24; is
that right?

A Yes, we did.

Q Ckay. And I'mgoing to | ook at the type code,
which | think is neter types, Nunber 30.

A Yes, nmm' am

Q Ckay. And | think that's the first one on
your sheet that's white as opposed to red.

And am | correct that you have 79 of those
types of neters?

A That is correct.

Q Ckay. And that you' ve projected you will need
to do 55 sanples of those?

Yes.

Q Ckay. If | turn back to the previous page, it
seens to ne that that ought to fall wthin the category
of the 66 to 110 and that that would only require 46
visits as opposed to 55; is that right?

A Based on what you've put in front of ne, yes.

Q Ckay. So in that particular instance, the
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nunber of visits that are projected on this sheet is
overstated; is that right?
A Agai n, based on what you've given nme, it is.
| would want to take the opportunity to |look into that.
Q (kay. But based upon the responses to our
di scovery, that appears to be the case?
A Yes.
Q And the greater the nunber of sanples that
need to be taken, the greater the nunber of visits, and

the greater the nunber of visits, the higher the cost?

A It is to substantiate the on average one site
visit. |I'mnot sure whether or not this would have
any -- make that change any. Again, | would need to

| ook into what you've pointed out to ne. R ght now
can't expl ai n why.
Q Thank you.
M5. BROMNLESS: W have no further questions.
Thank you very nuch.
CHAI RMVAN GRAHAM  kay. Comm ssi oners.
Comm ssi oner Brown.
COMWM SSI ONER BROWN:  Thank you, M. Chairnman.
| have just one question for you, M. Onsgard. |If
a custoner takes service under the non-standard
servi ce NSMR program and then opts to go to the

standard service, what charges, if any, would they
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I ncur?

THE WTNESS: No charges.

COW SSI ONER BROMWN:  Ckay. That's all.

CHAI RMAN GRAHAM  Conmi ssi oner Bri se.

COW SSI ONER BRI SE:  Thank you, M. Chairnan,
| have a few questions.

So if you have a custoner that noves into a
residential unit in January and pays a $95 fee and
then they nove out six nonths |ater and you have
anot her custoner that conmes in to that sane
residential unit and they, too, want a
non- st andard neter, does that new custoner have to

pay the $95?

THE WTNESS:. Yes, sir. In that tine period,
we woul d have replaced the neter. If it were a
tighter tine franme, I'mnot as sure. But with a

si x-nmonth gap, we definitely would have.

And, again, in fairness to all custoners, it
Is a standard charge for the enrol |l nment fee.

COW SSI ONER BRI SE:  Ckay. Just out of
curiosity, are the smart neters mai ntenance free?

THE WTNESS: Are the smart neters --

COWMWM SSI ONER BRI SE: Mai nt enance free?

THE WTNESS: No, sir, they're not. They are

a nmechani cal device and there will be mai nt enance
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related to any type nechani cal device, so |
couldn't say that a smart neter i s maintenance
free.

COW SSI ONER BRI SE:  Ckay. And how are those
mai nt enance fees covered?

THE WTNESS: So one of the itens that has
been di scussed in interrogatories has been the
smart nmeter conmunication failure, that the smart
meter has a NIC that does conmunicate. W have
had, as again with any nechani cal device we do,
have communi cation failures that we need to
research and fi x.

The nmeters read at a 99.85 percent, so we are
very happy wth the performance of these neters.
But, again, it would be -- it wouldn't be
reasonabl e to expect there not to be any failures,
so we do address those.

COMM SSI ONER BRI SE: Ckay. So you stil
didn't answer how those funds are coll ected.

THE WTNESS: So those woul d be covered
t hrough our general charges, our general rates.

COMM SSI ONER BRI SE: Ckay. How nmuch is being
all ocated to custoner service reps for the
additional two years, since we went froma

t hree-year payback to a five-year pay back, to
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1 cover sonme of the costs associated with this?

2 THE WTNESS: | think you're referring to the
3 care center costs?

4 COW SSI ONER BRI SE:  Absol utely.

5 THE WTNESS:. So the care center costs are

6 based on volunme of calls. W projected that we

7 woul d have a total nunber of calls of 10,000 calls
8 at $6 a call. So in the staff's recomendati on, we
9 got to the point where we were | ooking at FTEs

10 rat her than a cost per.

11 W agreed to the nodification. However, the
12 costs still are relative to the nunber of calls,
13 not really relative to the FTEs that it takes to
14 handl e the calls.

15 W' ve al ready experienced 15,000 calls of the
16 10, 000 that we had forecasted, and that's to date.
17 So we're already in an under-recovered position on
18 that line item as we will be reporting to you

19 from our progress reports.

20 COMW SSI ONER BRI SE:  Ckay. One or two

21 guestions. Actually, one question specifically.
22 On page 8, there is a 5.99, that seens to be a

23 reasonabl e price to pay for a neter readi ng, but
24 can you explain the multiplier?

25 THE WTNESS: |I'msorry, if you could
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reference ne to the correct page.

COW SSI ONER BRI SE: Sure, page 8.

THE WTNESS: Page 8 of Exhibit B?

COMM SSIONER BRISE: O Exhibit B, sorry.

THE W TNESS: Yes, sir

COMWM SSI ONER BRI SE: You have a nmul tiplier
there of two. |f you can explain that to ne,
pl ease.

THE WTNESS: Yes, sir. This is the routing
charge, so we anticipate that there would be two
tinmes that a non-standard neter would need a
routing change. ©One for the initiation of a nmanual
neter reading and then the retraction of that
manual neter reading into an autonated read once
it's back in the smart neter program

COMWM SSI ONER BRI SE:  Gkay. So goi ng back one
page, goi ng back to page 7, how many nai nt enance
visits did a previous generation of neters warrant
on an annual basis? So the |ast generation, how
many tinmes did they require service per year?

THE WTNESS: W aren't asking -- to be
responsive, we're not asking for any nai ntenance on
these neters. So | don't have the annual
mai nt enance on smart neters, to be directly

responsive. But | would say that we're not asking
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for any mai ntenance. These are site visits that
are required for the non-standard service only.

COMM SSI ONER BRI SE: CGkay. So maybe |'|
rephrase ny question. For the traditional anal ogue
ones and the new digital ones that are non-snart,
how many visits yearly were necessary for
mai nt enance on those?

THE WTNESS: | don't have that information.

COWMW SSI ONER BRI SE: Ckay. Because | think
that that hel ps establish for ne a baseline.

And in your rebuttal, there's a discussion
about a project nmanager and so forth on page 16.
So did FPL hire a project manager specifically for
this project?

THE WTNESS: | have been the project nanager
for this. The costs represented here are not just
for nyself, there has been, especially in the early
stages for the enrollnment and setting up this
program there's been a lot of work to get it
established. So all of that is incorporated into
this project nmanagenent cost, and we'll be
reporting again on that cunulation as we give our
progress reports.

COM SSI ONER BRI SE:  CGkay. That's all | have

for now. Thank you.
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CHAI RMAN GRAHAM  Conmi ssi oner Bal bi s.

COW SSI ONER BALBI'S: Thank you, M. Chairman.
And thank you for your testinony. | just have one
or two questions.

You indicated several tines in response to
Cross exam nati on questions on the smart neter
progress report, in fact, in your |ast page of
your direct testinony, you nention that the
conpany wi Il provide the Conm ssion with annual
information in that report identifying actual
participation rates, costs, et cetera.

What specifically will be provided in those
progress reports? Because | know the | ast one
that was just filed in March, you hadn't offered
the tariff yet so that information wasn't
avail able. So what specific information are you
going to provide in that report?

THE WTNESS: Yeah, we would continue to work
with the Comm ssion on what you would Ii ke to have.
Qur initial thoughts were that we would give
sonething very simlar to what's in Exhibit B, the
sunmary, where we showed what the costs are for the
primary line itens, as well as the other
conmponents, which would be the recovery, how nuch

have we collected in enrollnment fees and in nonthly
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fees, as well as the participation rates.

COMM SSI ONER BALBI'S:  Okay. And there's been
a lot of discussion and a | ot of testinony debating
the actual costs that will be incurred and
participation levels, et cetera. So it is your
intention and the conpany's intention to report on
that annual ly, correct?

THE W TNESS: Absol utely.

COMM SSI ONER BALBI'S:  Ckay. And then what
happens if the costs associated with the program
are |l ess than what was anticipated in establishing
the up-front and the nonthly fee?

THE WTNESS: We woul d need to | ook at the
costs as well as the participation rates and then,
you know, the total cost to the conpany as far as
how nmuch we have been able to charge for the
services. But it would certainly be up to the
Comm ssion. W would provide all of that
I nformati on.

COMWM SSI ONER BALBI'S:  Ckay. And you have the
accounting nmechanisns in place to accurately
account for all of the costs and revenues?

THE WTNESS: Yes, sir, we do.

COMM SSI ONER BALBI'S:  Ckay. Thank you.

That's all | have.
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1 CHAI RMVAN GRAHAM  Redi rect.
2 MR. REHW NKEL: M. Chairnman, can | just take
3 care of this order?
4 CHAI RVAN GRAHAM  Yes.
5 RECROSS EXAM NATI ON
6 BY MR REHW NKEL.:
7 Q M. Onsgard, you recall | asked you a couple
8 of questions about an order?
9 A Yes, sir.
10 Q And woul d you agree that that order was order
11 nunber PSC-14- 00367
12 A | would, sir.
13 MR, REHW NKEL: Thank you, M. Chairman.
14 CHAI RMAN GRAHAM  Thanks for rem nding ne.
15 MR, RUBIN:. Just very briefly, M. Chairnman.
16 REDI RECT EXAM NATI ON
17 BY MR RUBI N:
18 Q M. Onsgard, you were just asked a few
19 questions by staff about the neter test plan and the
20 neter testing. To the extent that the nunber of neter
21 tests would be potentially reduced as asserted in that
22 question, would that be -- should there be any change in
23 the tariff rates because of that?
24 A No, | don't believe there should be. O
25 course, as | said, we're going to provide support to
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either refute or acknow edge that there's an error on
that schedule. That is one line itemout of 60
different neter types. So, again, we need to find out,
you know, what the accurate nunbers need to be, provide
that. Wether it has an inpact on the fee, |I'mvery
doubtful that it would.

Q And is there any relationship between what
you' ve just described and the actual nunber of custoners
who have enrolled in the progranf

A ' msorry, say again, please.

Q Sure. |Is there any relationship between the
nunber of site visits for the neter reads and the nunber
of customers who have actually enrolled in the progranf

A Certainly. That is what we're out reading is
t he nunber who have enroll ed.

MR RUBIN. | don't have anything else. Thank
you, Sir.

CHAl RVAN GRAHAM  Okay. Exhibits.

MR RUBIN. FPL would nove Exhibits 2 through

6 into the record.

CHAl RVAN GRAHAM  Exhibits 2, 3, 4, 5, 6. |Is
that it for you?

MR RUBIN. Yes, it is. Thank you, sir.

(Exhibit Nos. 2, 3, 4, 5 and 6 received in

evi dence.)
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CHAI RMVAN GRAHAM  OPC, you had not hi ng?

MR, REHW NKEL: No.

CHAl RVAN GRAHAM M. Jacobs.

MR. JACOBS: Yes, M. Chairman. W would nove
Exhibits 19, 20, 21, 22 and on through 26 into the
record, please.

CHAl RVAN GRAHAM  No obj ecti on?

MR RUBIN. May | be heard on a few of those
docunent s?

CHAl RVAN GRAHAM  Sure.

MR RUBIN.  Nunber 19, which is the postcard,
no objection to the postcard itself, but there are
handwitten notes on that docunent that are not
part of the FPL mailing. | just wanted that caveat
on the record. No objection otherw se to that
exhi bit.

CHAI RVAN GRAHAM  Okay.

MR. RUBIN. No objections to Nunmber 20.

Nunber 21, which is the order fromthe California
Comm ssion, | object to that on the grounds of
rel evance and materiality to this docket.

CHAl RVAN GRAHAM | have to agree with you on
t hat one.

MR, JACOBS: May | be heard, M. Chairman?

CHAI RVAN GRAHAM  Sur e.
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MR, JACOBS: First, we think it's clear that
it's an official docunent of an agency. W believe
that it states on its face what it represents. But
rat her than bel abor the matter, we woul d request
that the Conmm ssion take official recognition of
it.

CHAl RVAN GRAHAM  Mary Anne.

M5. HELTON: |I'mreal confortable with you
taking official recognition of Florida orders.
Chapter 120 requires that if a party is going to
ask you as a tribunal to take official recognition
of a docunent, then they're supposed to do so
within a reasonable tinme, and | can't renenber if
the tinme is set out in the statute or not. But I
don't think M. Jacobs has filed any request for
sonething to be taken -- for us to take official
recognition of a docunent prior to the start of the
hearing so | don't know that those grounds are
appropri ate here.

CHAI RMAN GRAHAM  Sounds like it's denied.

MR, JACOBS: Very well.

CHAl RMAN GRAHAM  Ckay.

MR JACOBS: |If | nay be heard just one nore
nonent .

CHAI RVAN GRAHAM  Sur e.
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MR, JACOBS: What | would like to do is
reserve the opportunity to look at the statute and
file a witten response in response to the statute,
i f I may.

M5. HELTON: Ms. Crawford, who is younger than
me, has also rem nded ne that we also state in our
order on establishing procedure, the requirenents
wWith respect to official recognition, and it says
that "All parties and staff are to request official
recognition of docunents no later than two business
days prior to the first schedul ed hearing date."

So that requirenent is in our order. And the
statute regarding official recognition is
120. 569(2) (i).

CHAl RVAN GRAHAM  Did you hear a second

guesti on?
M5. HELTON: [|'msorry, M. Chairman.
MR, JACOBS: Nothing further. | understand,

M. Chairman. Thank you.

CHAl RVAN GRAHAM  Ckay.

MR. RUBIN:. The sane position on Exhibit
Number 22, which is the Maryl and Comm ssion order
that M. Jacobs asked about.

CHAl RVAN GRAHAM | agr ee.

MR JACOBS. If | may.
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1 CHAI RVAN GRAHAM  Sur e.

2 MR JACOBS. |I'mtrying to find the

3 evidentiary rule. It is in your discretion, but

4 the Rule of Evidence clearly says that you have the
5 ability to accept docunents which could add to

6 I nformthe decision nmaker as to the focus of the

7 deci si on.

8 We believe that the discussion, particularly
9 limted to the nature of discussion that we have
10 on that docket, is absolutely relevant to this

11 docket and woul d support and informthe Conm ssion
12 on the issues that are before it, so we believe

13 under the Rul es of Evidence you have the

14 di scretion to consider this docunent.

15 CHAl RMVAN GRAHAM  We're not going to consider
16 it.

17 MR, JACOBS: Very well.

18 MR. RUBIN: No objections on 24. And then on
19 25 and 26, M. Chairman, these are the two

20 documents that --

21 CHAI RMAN GRAHAM  You ski pped over 23.

22 MR RUBIN. I'msorry, |I did skip over 23.

23 MR JACOBS. |Is there an objection? That's
24 already in the record, M. Chairmn.

25 CHAl RMAN GRAHAM  He hasn't said anything yet.
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MR JACOBS: Ckay.

MR, RUBIN. Nunber 23, no objection, but
that's part of an exhibit that's already in the
record, those are just pages.

CHAI RMVAN GRAHAM  Okay. That's fi ne.

MR, RUBIN. But no objection.

CHAI RVAN GRAHAM | just know you went over

MR RUBIN. | did. Thank you, sir.

And 25 and 26 are the two docunents that
M. Jacobs asked the w tness about, actually, only
one of them he asked the w tness about, having to
do with MFRs froma prior case, a rate case. The
wi t ness i ndi cated he knew not hi ng about them and
wasn't involved in that, so they weren't really
used for anything, they're not rel evant or
material to any issue in the case.

CHAI RMVAN GRAHAM  That was 25 and 267

MR RUBIN Yes, sir.

CHAI RMVAN GRAHAM M. Jacobs.

MR, JACOBS: M. Chairman, we intend to bring
these exhibits up in cross exam nation again. W
woul d defer to raise the issues again under the
next w tness.

CHAl RMAN GRAHAM  Okay. So at this point,
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1 we're not going to put in 25 and 26. |'m not
2 saying they won't cone in eventually, but right now
3 they're not going in.
4 MR, JACOBS: Yes, sir.
5 CHAI RMVAN GRAHAM  So 19 and 20 and 24 are all
6 are going in, 23 is basically already there.
7 MR. RUBIN. Right.
8 (Exhibit Nos. 19, 20, 23 and 24 were received
9 I n evidence.)
10 CHAI RMVAN GRAHAM  Ckay. Staff had not hi ng,
11 correct?
12 M5. BROMNLESS: No, sir.
13 CHAl RMAN GRAHAM  All right. Wuld you like
14 t o excuse your wtness?
15 MR, RUBIN. We would |like to excuse our
16 wi tness. Thank you, sir.
17 CHAIl RVAN GRAHAM  All right. Thank you, sir,
18 for your tinme.
19 Fl orida Power & Light, your next w tness.
20 MR RUBIN. M. Mncada is going to present
21 M. Deason.
22 M5. MONCADA: Thank you, Conm ssioner. My we
23 proceed?
24 COW SSI ONER EDGAR:  Yes.
25 M5. MONCADA: Thank you.
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Ther eupon,
TERRY DEASON
was called as a wtness, having been previously duly
sworn, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY M5, MONCADA:

Q Good afternoon, M. Deason. Have you been
swor n?

A Yes.

Q Wul d you pl ease state your nanme and busi ness
address for the record, please?

A Yes. M nane is Terry Deason. M business
address is 301 South Bronough Street, Suite 200,
Tal | ahassee, Fl ori da.

Q By whom are you enpl oyed and in what capacity?

A |"ma special consultant wth the Radey Law
Firm

Q Did you prepare and cause to be filed in this
case 14 pages of prefiled direct testinony on May 21st,
20147

A Yes.

Q If | asked you the sane questions contained in
your prefiled direct testinony, would your answers be
t he sanme?

A Yes.
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Q Have you al so prepared and caused to be filed
15 pages of prefiled rebuttal testinony in this
proceedi ng on July 28th of 20147

A Yes.

Q If | asked you the sane questions contained in
your prefiled rebuttal testinony, would your answers be
t he sane?

A Yes.

M5. MONCADA: Conmi ssioner, | ask that the
prefiled direct testinony and the prefiled rebuttal
testinony of M. Deason be entered into the record
as though read.

COMM SSI ONER EDGAR:  Thank you. The prefiled
direct and rebuttal testinony of this witness wll
be entered into the record as though read.

M5. MONCADA: Thank you.

(Whereupon, prefiled testinony inserted.)
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Please state your name and business address.

My name is Terry Deason. My business address is 301 S. Bronough Street, Suite
200, Tallahassee, FL 32301.

By whom are you employed and what position do you hold?

[ am a Special Consultant for the Radey Law Firm, specializing in the fields of
energy, telecommunications, water and wastewater, and public utilities generally.
Please describe your educational background and professional experience.

I have thirty-seven years of experience in the field of public utility regulation
spanning a wide range of responsibilities and roles. I served a total of seven years
as a consumer advocate in the Florida Office of Public Counsel (OPC) on two
separate occasions. In that role, I testified as an expert witness in numerous rate
proceedings before the Florida Public Service Commission (Commission). My
tenure of service at OPC was interrupted by six years as Chief Advisor to Florida
Public Service Commissioner Gerald L. Gunter. I left OPC as its Chief Regulatory
Analyst when I was first appointed to the Commission in 1991. 1 served as
Commissioner on the Commission for sixteen years, serving as its Chairman on two
separate occasions. Since retiring from the Commission at the end of 2006, I have
been providing consulting services and expert testimony on behalf of various
clients. These clients have included public service commission advocacy staff and
regulated utility companies, before commissions in Arkansas, Florida, Montana,
New York and North Dakota. 1 have also testified before various legislative
committees on regulatory policy matters. I hold a Bachelor of Science Degree in

Accounting, summa cum laude, and a Master of Accounting, both from Florida
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State University.

For whom are you appearing as a witness?

I am appearing as a witness for Florida Power & Light Company (FPL or the
Company).

What is the purpose of your testimony?

The purpose of my testimony is to discuss the history and rationale used by the
Commission in setting cost-based rates and to provide my perspective on certain
policy issues concerning FPL’s optional non-standard meter rider. I also address
the propriety of applying the “cost-causer” principle to FPL’s Non-Standard Meter
Rider (NSMR) tarift.

Are you sponsoring any exhibits?

Yes. I am sponsoring Exhibit JTD-1, which is my curriculum vitae.

Please summarize your testimony.

The Commission has a long and consistent history of setting rates based upon a
regulated utility’s cost of providing service and setting rates to minimize subsidies
among customers. Inherent in the Commission’s policy is the concept that the cost-
causer should pay the costs that they impose for the services they demand and the
options they choose. The Commission’s policy is consistent with sound regulatory
principles and achieves purposes established by Chapter 366, Florida Statutes.
FPL’s optional non-standard meter rider adheres to this policy and establishes an
appropriate and fair manner to recover the costs from customers choosing to avail

themselves of this optional service.
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What is the statutory basis for the Commission’s policy concerning cost-based
rates?
Actually there are several different statutory provisions which apply. First is
Section 366.041(1), Florida Statutes, which authorizes the Commission to consider
a number of factors to fix just, reasonable, and compensatory rates. Prominent
among these is “the cost of providing such service and the value of such service to
the public.” This section continues by establishing a fundamental and important
caveat in the fixing of rates: “provided that no public utility shall be denied a
reasonable rate of return upon its rate base in any order entered pursuant to such
proceeding.” Second is Section 366.06(1), Florida Statutes, which sets out with
more specificity the manner in which the Commission is to set rates. This section
establishes that rates are to be set on the actual cost of property (less depreciation)
which is used and useful in providing service to the public. This clearly establishes
Florida as a cost-based jurisdiction. This section also gives direction in setting rates
for customer classes:

In fixing fair, just, and reasonable rates for each customer class, the

commission shall, to the extent practicable, consider the cost of

providing service to the class, as well as the rate history, value of

service, and experience of the public utility; the consumption and

load characteristics of the various classes of customers; and public

acceptance of rate structures.
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Are there other statutory provisions which give further direction in the setting
of cost-based rates?

Yes, there are at least three. First is Section 366.03, Florida Statutes, which sets
forth the general duties of a public utility. Among these duties is this requirement:
“No public utility shall make or give any undue or unreasonable preference or
advantage to any person or locality, or subject the same to any undue or
unreasonable prejudice or disadvantage in any respect.” This is commonly referred
to as a non-discrimination requirement. The requirement to set non-discriminatory
rates is further discussed in Section 366.81, Florida Statutes. This section is part of
the Florida Energy Efficiency and Conservation Act (FEECA). While recognizing
that there are various means and technologies that can be used to increase energy
efficiency and conservation, the Legislature requires that the rates designed to
recover FEECA costs be non-discriminatory: “Accordingly, in exercising its
jurisdiction, the commission shall not approve any rate or rate structure which
discriminates against any class of customers on account of the use of such facilities,
systems, or devices.” While this is part of FEECA, the principle established here is
equally applicable to FPL’s optional non-standard meter rider and is very
instructive. Also instructive to the correct manner of setting non-discriminatory
cost-based rates is Section 366.051, Florida Statutes. This section pertains to
cogeneration and small power production. In fixing rates for power purchased by
public utilities from cogenerators or small power producers, the Legislature
endorses the concept of incremental costs as the appropriate cost standard. This

incremental cost approach is fundamental to the full avoided cost concept required
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in the statute, which is defined as: “the incremental costs to the utility of the
electric energy or capacity, or both, which, but for the purchase from cogenerators
or small power producers, such utility would generate itself or purchase from
another source.” The principle established here is equally applicable to FPL’s
optional non-standard meter rider, such that the rider should cover the incremental
costs of providing this optional service to those customers wishing to avail
themselves of it.

Please summarize how all of the statutory provisions you have identified are
applicable and instructive to the Commission’s consideration of FPL’s optional
non-standard meter rider.

Florida is a cost-based jurisdiction and uses costs to set rates for both standard and
non-standard services. Costs are further used to determine whether rates are
compensatory, which is another statutory requirement. The standard to determine
whether rates are compensatory is a measure of earnings as a percent of rate base
(costs). When rates are not compensatory in the aggregate, overall rates will have
to be adjusted on a going forward basis. In addition to being compensatory, rates
must be non-discriminatory, with no individual customers or group or class of
customers receiving preferential treatment. A measure of non-discrimination is
whether rates cover the costs of customers’ service. When rates are non-
compensatory or do not cover a customer’s cost, there is discrimination against
other customers who ultimately must subsidize the below-cost rates. This cross-
subsidization is the natural result of some rates being below cost and the

requirement that overall rates be compensatory in the aggregate. Stated differently,
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if a cost causer is not paying the costs they cause they are being subsidized by other
customers who must make up the difference in their rates. And finally, the
appropriate means to determine whether a rate is covering costs is to use an
incremental cost approach. In the case of FPL’s optional non-standard meter rider,
if the rate covers the incremental costs of providing the optional service, the rates
can be judged to be compensatory without an undue burden being shifted to other
customers. If the rates do not cover incremental costs, the rates would not be
compensatory and the general body of customers would pay increased rates to make
up for the shortfall. The resulting inherent cross subsidy would be unfair and could
be unduly discriminatory.

Has the Commission adopted rules consistent with these statutory
requirements?

Yes, Rule 25-6.0437, F.A.C., dealing with cost of service load research; Rule 25-
6.064, F.A.C., dealing with contribution-in-aid-of-construction (CIAC) for new or
upgraded facilities; and Rule 25-6.078, F.A.C., dealing with the installation of
underground facilities, are three such rules.

Please explain how these rules are relevant.

To better enable it to meet its statutory directives to fix rates that are cost-based and
non-discriminatory, the Commission requires utilities to use cost of service studies
so that the Commission can evaluate rates charged to the various customer classes
to ensure those rates are equitable and reflective of the costs of serving each group
or class of customer. Rule 25-6.0437, F.A.C., acknowledges this and sets forth the

requirements for the research which supports these cost of service studies: “The

Docket No. 130223-El Page 7 Witness: J. Terry Deason



10

11

12

13

14

15

16

17

18

19

20

21

22

23

225

primary purpose of this rule is to require that load research that supports cost of
service studies used in ratemaking proceedings is of sufficient precision to
reasonably assure that tariffs are equitable and reflect the true costs of serving each

class of customer.”

These same statutory directives are reflected in the Commission’s rule requiring
CIAC in situations where customers seek service beyond what is considered
standard. Ultilities must calculate an amount of CIAC to charge those customers so
that the incremental costs of providing the requested services do not burden the
general body of customers. Rule 25-6.064, F.A.C., states: “The purpose of this rule
is to establish a uniform procedure by which investor-owned electric utilities
calculate amounts due as contributions-in-aid-of-construction (CIAC) from
customers who request new facilities or upgraded facilities in order to receive

2

electric service....” The rule further establishes that utilities cannot waive the
CIAC (without a reduction in its rate base) unless “the Commission determines that
there is a quantifiable benefit to the general body of ratepayers commensurate with
the waived CIAC.” This reinforces the requirement that costs imposed by some

customers should not be a burden to other customers when there are not offsetting

benefits.

Rule 25-6.078, F.A.C., is very similar to Rule 25-6.064, F.A.C., and specifically
addresses the cost differential between standard overhead service and optional

underground service. Once again, the purpose is to take an incremental cost
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approach such that the incremental costs imposed by those customers seeking
underground service are not inappropriately shifted to the general body of
customers.
Can you provide examples of cases in which the Commission adhered to its
rules and policies to set rates so that the cost causers are charged for the costs
that they cause?
Yes. There are two good examples, one involving a general rate proceeding and
one involving CIAC outside of a general rate proceeding. The general rate
proceeding case is Docket No. 080317-El, Petition for a rate increase by Tampa
Electric Company (TECO). In this case, TECO was seeking rates to cover the
additional costs of a same-day or Saturday reconnect as opposed to the standard
next-day reconnect. The Commission found that the costs of providing the optional
same-day reconnect and the optional Saturday reconnect were higher and that a
higher rate was appropriate to place the costs on the cost causer. Order No. PSC-
09-0283-FOF-EI states:

Based on the record evidence, we find that TECO incurs additional

costs to provide same day or Saturday reconnection; these costs

exceed the normal connection fee which provides for next day

service. The charges for special services provided for the benefit

of a single customer should reflect those additional costs.

% osk ok
To the extent possible, rates should be designed to collect the costs

from the cost causer. Thus, based on the record evidence, we find
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that the two new service reconnection options, Same Day
Reconnect and Saturday Reconnect, and their associated

connection charges, $65 and $300, respectively, are appropriate.

The CIAC case is Docket No. 040789-El, a complaint by Wood Partners against
FPL concerning CIAC charges for underground distribution facilities. The
Commission determined that the additional CIAC charges sought by FPL were
calculated consistent with its rules and consistent with its policy to place costs on
the cost causers. Order No. PSC-05-1033-PAA-EI states:
Sections 10.3.2.b) and 10.3.3.c) of FPL’s tariff specify how
differential costs shall be calculated. The rule and tariff provisions
discussed above reflect this Commission’s long-standing policy
that, where practical, persons who “cause” costs to be incurred

should bear the burden of those costs.

In conclusion, we find that FPL acted in compliance with its
approved tariff when it charged Wood Partners $53,419.30 as the
cost differential associated with construction of underground
electric facilities at Alta Pines. Accordingly, no refund is due to

Wood Partners.
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Has the Commission recently reaffirmed the principle that in these
situations it is appropriate for the cost causer to bear the costs of an
optional service?

Yes. In a decision issued on April 23, 2014 in Order No. PSC-14-0191-
FOF-EI, Docket No. 130290-EI, the Commission relied upon Order No.
PSC-05-1033-PAA-EI in a case involving CIAC and reaffirmed that
“...Rule 25-6.064, F.A.C., reflects our ‘long-standing policy that, where
practical, the person who ‘causes’ costs to be incurred should bear the
burden of those costs.” ”

What are the policy considerations relevant to cost-based rates in general and
FPL’s optional non-standard meter rider?

Cost-based rates serve many functions and should adhere to many regulatory
principles. As I earlier discussed, rates should be non-discriminatory among
individual customers or customer groups or classes. A good measure of this is
whether the rates cover the costs which either individual customers or customer
groups or classes cause. And particularly in regard to optional services, an
appropriate way to make this analysis is to approach it on an incremental cost basis.
Under this approach, if the rate for an optional service covers its incremental cost, it

can be judged to be compensatory and non-discriminatory. This is true for FPL’s

optional non-standard meter rider as well.

Appropriately set cost-based rates also serve the function of generating sufficient

revenues to cover all operating costs and provide a reasonable return on a regulated
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utility’s rate base. As I earlier discussed, this goes directly to the requirement that

rates be compensatory.

In addition to being compensatory and non-discriminatory, there is another
important policy consideration. I refer to it as the requirement to send appropriate
price signals to customers. What we in the regulatory community commonly refer
to as rates or tariffs are correctly perceived by consumers as prices. And just as
prices in the non-regulated world send signals to consumers to either decrease or
increase their consumptive demand, this purpose is also important for regulated
utilities and their customers. When rates are appropriately set based on costs,
customers receive the correct price signals to adjust their demand for services
accordingly. When rates (prices) are set below costs, the signal sent to customers
prompts an inappropriate increase in their consumption and results in an
inappropriate increase in the overall costs of providing service. Likewise, when
rates (prices) are set above costs, there is an inappropriate signal sent to customers
to curtail services demanded. This can cause a decrease in revenues and
contributions to fixed costs, such that overall rates may have to be increased. In the
long run, neither scenario benefits customers.

So it is important that customers receive the correct price signal when
considering whether to choose the option of a non-standard meter?

Yes, definitely. If no price signal or one below incremental cost is sent, customers
will have incorrect pricing information upon which to make their decision. This

could result in an inefficient subscription level of non-standard meters with the true
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costs being shifted to the general body of customers. The structure of the pricing
signal is also important.

Please explain what you mean by the structure of the pricing signal.

FPL’s optional non-standard meter rider has two basic components: an up-front fee
referred to as the Enrollment Fee; and a recurring fee referred to as the Monthly
Surcharge. As these names indicate, these two components are designed to recover
two different types of costs. The Enrollment Fee is designed to recover a
significant portion of the up-front costs which are more fixed in nature. The
Monthly Surcharge is designed to recover those costs which tend to recur on a
monthly basis and any remaining unrecovered upfront costs. It is important that the
Enrollment Fee be designed to recover a significant portion of the fixed costs with a
reasonable degree of certainty and that an appropriate price signal be sent. If too
much of the up-front costs were to be inappropriately included in the recurring
monthly fee, a distorted price signal would be sent with insufficient information for
customers to make an informed purchasing decision. This could also place the
ultimate recovery of all of the up-front costs in jeopardy. The end result would be
an enrollment level that inappropriately shifts cost responsibility from the cost
causer to the general body of customers. Likewise, if the up-front costs included in
the Enrollment Fee are too large, there could be an unintended impediment for
customers choosing the non-standard meter option.

What did the Commission decide in its Order No. PSC-14-0036-TRF-EI?

FPL initially requested a $105 Enrollment Fee and a $16 Monthly Surcharge. The

Commission modified some of the staffing levels and also extended the period of
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recovery from three years to five years for all up-front system and communication
costs to better align the recovery period to the rate base depreciation period. This
resulted in a reduction of the Enrollment Fee from $105 to $95 and the Monthly
Surcharge from $16 to $13. But more importantly, the Commission reaffirmed its
policy that the cost-causer should be required to pay for the incremental costs they
cause by availing themselves of the option to have a non-standard meter. This is
consistent with the Commission’s long-held policy to base rates on costs while
minimizing cross subsidies among customers.

Do these revised rates continue to send the appropriate price signals to
customers?

Yes. The revised rates are based upon incremental costs (as adjusted by the
Commission) and accordingly should send the appropriate price signals.

What is your recommendation to the Commission?

I recommend that the Commission reconfirm the decision it reached in its Order
No. PSC-14-0036-TRF-EI. In this order, the Commission stated: “We find that the
option to opt-out from the standard smart meter will require FPL to incur
incremental costs, which would appropriately be borne by the cost causer and not
the general body of ratepayers.” This finding is consistent with the applicable
statutes and rules which I earlier discussed. It is also consistent with previous
decisions of the Commission and is consistent with sound regulatory policy, which
I also previously discussed.

Does this conclude your testimony?

Yes, it does.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
FLORIDA POWER & LIGHT COMPANY
REBUTTAL TESTIMONY OF J. TERRY DEASON
DOCKET NO. 130223-El

July 28, 2014

Please state your name and business address.

My name is Terry Deason. My business address is 301 S. Bronough Street, Suite
200, Tallahassee, FL 32301.

Have you previously submitted direct testimony in this proceeding?

Yes.

Are you sponsoring any rebuttal exhibits?

No.

What is the purpose of your rebuttal testimony?

> © » O » O

The purpose of my rebuttal testimony is to respond to many of the positions and
recommendations contained in the testimony of Marilynne Martin. Witness
Martin does not agree with the basis of FPL’s determination of incremental costs
and mistakenly asserts that the Non-Standard Meter Rider (NSMR) is “not
consistent with historical tariff requirements by the Commission.” She ultimately
recommends that the Florida Public Service Commission (Commission) either: 1)
open FPL’s entire Advanced Metering Infrastructure (AMI) project for review
and adjust rates based on that review; or 2) wait until FPL’s next rate case to

implement the NSMR tariff. Witness Martin’s recommendations should be
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rejected as neither option is consistent with Commission practice or good
regulatory policy. Contrary to witness Martin’s assertion, FPL’s approach to
quantifying and implementing its NSMR tariff is consistent with the manner in
which the Commission has approved tariffs for non-standard services and is
necessary to place costs on the cost causer and prevent cross-subsidies among
customer groups.

How is your rebuttal testimony organized?

My rebuttal testimony is organized into three sections. Section | addresses the
proper role of rate cases and why witness Martin’s recommendation to wait until
FPL’s next rate case to implement its NSMR tariff is ill-advised and contrary to
established ratemaking principles.  Section Il addresses witness Martin’s
references to other non-standard services to incorrectly assert that they support
her conclusion that the NSMR tariff should not be approved. Section IIl is my

conclusion.

l. RATE CASE AND POLICY CONSIDERATIONS

What is the basis for witness Martin’s recommendation that the NSMR tariff
be delayed until FPL’s next rate case?

Witness Martin asserts that it is not possible to establish fair and reasonable rates
for non-standard meters outside the confines of a general rate case. She further
states: “It is difficult to arrive at fair and reasonable rates by looking at them in

isolation.”
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Is witness Martin correct in her assertion?

No, it is not a question of ease or difficulty. Rates for optional services, to be fair
and reasonable, must cover the incremental cost of providing the optional service.
This cost analysis can be done within a general rate case or as prescribed by
Commission rule, as is the case with underground facilities. It can also be done
on a case-specific basis, as is being done here for the NSMR tariff. Regardless of
the regulatory approach used, FPL’s resulting NSMR tariff rates will be fair and
reasonable, as long as they cover the incremental costs of providing this optional
service.

Did the Commission consider FPL’s deployment of smart meters in previous
rate cases?

Yes. In its 2009 rate case, FPL’s smart meter deployment was reviewed and
approved by the Commission. The Commission found FPL’s AMI project
prudent and specifically directed that the project not be delayed. In essence, the
Commission found that smart meters would become the standard meters by which
service would be provided to customers. And in FPL’s 2012 rate case, the costs
and savings associated with smart meters were identified as an issue.

What did the Commission decide on the costs and savings of smart meters in
the 2012 rate case?

The Commission did not vote on that specific issue. Rather, the Commission
approved a settlement for a lesser overall increase than the amount requested

based on a 2013 test year.
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Witness Martin asserts that the current base rates in effect include smart
meter project costs of $3.7 million, rather than net savings. Is she correct?

I do not believe it is correct to make such an emphatic statement. While FPL’s
request was based on $3.7 million of smart meter costs in the 2013 test year,
FPL’s overall requested increase was not approved by the Commission.
Nevertheless, the level of costs or savings associated with smart meters that may
or may not be reflected in current rates is irrelevant to the issue of the NSMR
tariff.

Please explain.

The justification of the NSMR tariff should be based only on the incremental
costs of providing the optional service. Under an incremental cost approach, it is
only the incremental costs of the optional service that are relevant and not the
costs reflected in existing base rates. To assert that the level of costs in current
base rates should be determinative or somehow germane to the level of an
optional service’s rate is inconsistent with the manner in which base rates are set.
How are base rates set?

Base rates are set using a test year in which the level of investment (rate base),
expenses, and revenues are scrutinized. The goal is to set base rates at a level that
will enable a regulated utility to recover all of its prudently incurred expenses and
provide the utility a reasonable opportunity to earn its authorized rate of return on
its rate base. This is done with the recognition that the test year is a “snapshot,”
but when appropriately adjusted, will be a sound basis to set rates that are

prospective in nature. A fundamental goal of this process is to set rates in a
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manner that combats regulatory lag and enables rates to be sufficient for the test
year and hopefully a number of years following the test year. Consistent with this
goal is the further recognition that individual components of rate base, expenses,
and revenues will fluctuate from those established in the test year. Thus, once
rates are set, the amount of individual expenses (or savings) associated with one
component of the regulated utility’s overall operations, such as smart meters, is
not as important as the overall result of operations. Only when the results of
overall operations cause a regulated utility’s achieved rate of return to be in
excess of or below its authorized range should there be the need to once again
have a rate case and scrutinize the individual cost components. However, witness
Martin would violate this basic approach to setting base rates and instead have the
Commission consider anticipated smart meter savings as an excuse to delay the
recovery of the incremental costs of the optional NSMR service.

What would be wrong with delaying consideration of the NSMR tariff until
the next FPL rate case?

There are at least six reasons why such a delay would be wrong. First, the timing
of FPL’s next rate case is uncertain. FPL is currently operating pursuant to a
settlement which precludes a rate case (absent extraordinary circumstances as
more fully described in the settlement) through the year 2016. Under normal
circumstances, new rates could not be implemented until 2017. This could cause

an unduly long and unnecessary delay in implementing the NSMR tariff.

Second, the delay in implementation would result in cross-subsidies between
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customers choosing non-standard meters and those with standard meters.
Regulation in Florida goes to great lengths to set rates that are fair, just, and
reasonable, and which do not foster cross-subsidies among customers. This is
apparent in both the nature of and the extent to which costs are recognized in
rates, as well as in the structure of the rates themselves. The Commission has
rules dealing with cost of service studies and many years of precedent to ensure
that rates are set equitably and on a non-discriminatory basis. The Commission
also has a policy of having cost causers pay their fair share of the costs they place
on the system, especially when they engage in actions or choose options that, if
not specifically recognized, would tend to cause rates for the general body of
customers to increase. All of this is done to minimize cross-subsidies to the
greatest extent possible. Any unnecessary delay in implementing the NSMR tariff

would achieve the opposite.

Third, a delay in implementing the NSMR tariff would contribute to regulatory
lag in contravention of Commission policy to minimize its impacts whenever
possible. By delaying the recognition of the incremental costs in rates, customers
choosing the new non-standard service would not be paying their fair share to
cover the incremental costs. This would put upward pressure on rates and
potentially impact the long-term stability of rates as established in the 2012 rate
stipulation, all of which would contribute to regulatory lag. Along with the
Commission, both the Florida Legislature and the Florida Supreme Court have

recognized regulatory lag as being counter to the goals of good regulatory policy.
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The Florida Legislature has given tools to the Commission to minimize regulatory
lag, and these tools have been sustained by the Florida Supreme Court. The
Commission has used these tools to minimize the harmful effects of regulatory
lag. It would be counterintuitive and counterproductive to Florida’s established
policy to minimize regulatory lag to unnecessarily delay implementation of the

NSMR tariff.

Fourth, there would be a delay in sending the correct pricing signals to customers.
Customers who are contemplating the option to choose a non-standard meter
should be fully informed and know the cost impacts of their decision. Any
unnecessary delay would not be conducive to making fully informed choices and

could result in prolonged inefficiencies on the system as a whole.

Fifth, witness Martin’s proposal to delay implementation until the next rate case is
based on a fundamental misconception that the cost of the non-standard meter
service is somehow contingent upon or otherwise inextricably linked to the setting
of rates in a rate case. In reality, the costs of the non-standard service are
independent of rates for standard services in a rate case. These costs can be
determined on an incremental basis, either as part of a rate case or as part of an
independent review. If done correctly, the cost of the non-standard service will be
the same regardless of whether it is determined as part of a rate case or
independent of a rate case. This is because the optional non-standard meter

service is an independent service with its own set of costs. This is also true of
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other optional services whose costs are routinely determined and tariffs are filed

outside of a rate case.

Sixth, witness Martin’s proposal to delay implementation of the NSMR tariff until
the next rate case is inconsistent with the settlement approved in the 2012 rate
case. This settlement provides for the long-term stability of FPL’s rates and
appropriately recognizes that a degree of flexibility is needed to address the need
for new or revised tariffs. Section 14 of the settlement specifically contemplates
the filing of tariffs for optional services outside the scope of a rate case:

Nothing in this agreement will preclude FPL from filing and the

Commission from approving 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 unless the application of

such new or revised tariff or rate schedule is optional to FPL’s

customers.
Why is it appropriate for new tariffs or tariff changes to be considered
outside of a rate case?
As | previously stated, the timing of rate cases can be uncertain. If efforts to
control regulatory lag are successful and increases in uncontrollable costs are
minimal, the amount of time between rate cases can be several years. During this
time, there will be the need to introduce new services or make changes to existing

services. Requiring rate cases to address these tariff changes would be both
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inefficient and disruptive to meeting customer needs in a timely manner. It would
also be difficult to meet changing regulatory requirements, changing technologies,
and changing economic conditions. Examples of tariffs filed outside of a rate
case to address such changes include: tariffs to implement net metering; tariffs to
update the costs of providing optional undergrounding services; and tariffs to
promote economic development, such as FPL’s Commercial/Industrial Service
Rider in Docket No. 130286-El. In fact, FPL’s NSMR tariff filing is the result of
an extensive regulatory review which indicated that a tariff should be filed and
considered outside the confines of a rate case.

Witness Martin repeatedly states that non-standard meter costs should be
“absorbed.” Is this appropriate?

No, it is not. Her use of the term “absorb” is a misnomer. In the context in which
she uses this term, she really means that the incremental costs should simply be
ignored for purposes of setting the rate for the non-standard meter service. For
example, witness Martin incorrectly asserts that “basic rates include cost recovery
for sampling and testing” of meters. However, as more fully explained in the
testimony of Robert Onsgard, the sampling and testing of non-standard meters are
incremental and would not be incurred if it were not for customers choosing the
non-standard meter option.  She also asserts that “FPL has sufficient
compensation in base rates” to absorb many of the incremental costs, such as
OSHA-related costs. But in making these claims, she once again ignores the
purpose and manner in which base rates are set. Her argument to “absorb” costs

IS subject to the same six misconceptions and inconsistencies that | identified
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earlier for her suggestion to wait until the next rate case to set rates for the non-
standard meter service. As such, her suggestion to “absorb” costs is without merit
and should be rejected.

Witness Martin states that where a non-standard service imposes “de
minimis” costs, those costs could be waived and shared by all ratepayers. Do
you agree?

No, for three reasons. First, as more fully described in the testimony of Robert
Onsgard, the incremental costs associated with the provisioning of non-standard
meters are, in fact, significant. Second, witness Martin inappropriately contends
that cost savings from standard meters should be used to somehow offset the non-
standard incremental costs. This is inconsistent with the way that rates are set in
rate cases, would contribute to regulatory lag, and would be inconsistent with the
Commission’s practice of setting rates for non-standard services on the specific
incremental costs of the non-standard service in question. And third, even witness
Martin readily acknowledges that by waiving the costs, they would “be shared by
all ratepayers.” This would result in cross-subsidies, which are inconsistent with

Commission policy to minimize cross-subsidization among customer groups.

1. OTHER NON-STANDARD SERVICES

What other non-standard services does witness Martin reference?

Witness Martin references three optional services which she incorrectly believes

support her contention that there should not be a charge for the non-standard
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meter option. They are: Spanish customer services; “TDDY,” by which she
apparently is referring to telephone devices for the deaf; and budget billing
services. She states that there is no additional charge for these optional services,
indicating that the Commission’s “cost principle appears to be discretionary, not
mandatory.”

Do you agree with her assertion?

No, her comparisons of Spanish customer service and budget billing to the NSMR
tariff are misplaced and her conclusion is wrong. Additionally, even Witness
Martin acknowledges that providing telephone service for the hard of hearing and
speech impaired without charge is appropriate. Doing so is a matter of public
policy in Florida pursuant to the Telecommunications Access System Act of
1991, as contained in Chapter 427, Florida Statutes.

Please explain how Spanish customer service is an inappropriate
comparison.

Contrary to witness Martin’s assertion, providing customer service in Spanish is
not a separate service and neither is it capable of being separately billed. In short,
it is a means to effectively and efficiently provide service to a large portion of
FPL’s customers. In essence, it is a case of good business practice to do so. As in
the case of smart meters being the best means of providing service to customers
and becoming the standard, providing customer service in both Spanish and
English is the best means of providing service to all of FPL’s customers. Dual-
language service is now the standard. As such, dual-language service is beneficial

to the general body of customers by improving the efficiency of operations and
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keeping rates lower than they otherwise would be for all customers. It is totally
inappropriate to suggest that providing dual-language customer service justifies
not charging for non-standard meters.
Please explain how budget billing is an inappropriate comparison.
Budget billing is an optional service that enables customers to pay a levelized
payment for service and allows them to better budget their expenses. It was
thoroughly reviewed and then approved by the Commission in 1981, as part of a
larger review of lifeline rates pursuant to the Regulatory Policies Act of 1978.
The Commission noted that the service was not a discount to those customers
choosing the budget billing option and that it provided benefits to all customers.
In its Order No. 10047, the Commission stated:

Such plans do not amount to or offer a discount, but merely

provide a different method of paying the same dollar amount for

a year’s service. Under budget billing, customers would be

better able to plan payment of bills during peak use months.

Further, an appropriate plan should facilitate payment by low- or

fixed-income customers. An additional benefit is realized

through a reduction in high bill complaints as has been

experienced by both Gulf and Florida Power Corporation.

In essence, the Commission found that budget billing provides benefits in excess
of any administrative costs of administering the program. This is unlike the case

of the non-standard meter option, which does not benefit the general body of
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customers and imposes significant costs that need to be paid by those customers
choosing that option.

Does witness Martin address any other non-standard service in her
testimony?

Yes, she addresses the provisioning of underground service pursuant to Rule 25-
6.115, F.A.C. She attempts to characterize it as not being comparable to the
provisioning of the non-standard meter option.

Is witness Martin correct in her characterization?

No. The provisioning of underground service is a perfect example of an optional
service imposing costs greater than the standard service and that charges to cover
the incremental costs should be collected specifically from those customers
choosing the non-standard service. Witness Martin does not directly dispute that
the undergrounding tariff accomplishes this result. What she does is raise a
number of spurious differences that elevates form over substance in a futile
attempt to show that the policies applied to undergrounding are not applicable to
non-standard meters.

Please explain.

First, witness Martin makes the distinction that the burial of lines is for a new
service while non-standard meters are an existing service. This is totally
irrelevant, but is nevertheless incorrect. Undergrounding can be either for new
service or the undergrounding of existing service. Likewise, it would also be
permissible for a new customer to request a non-standard meter. Second, witness

Martin states that “efforts to initiate improvements to the transmission lines are
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measured and quantifiable.” She apparently is asserting that the cost of the non-
standard meters is not measured and quantifiable. She continues by stating that
“the Commission engaged in a deliberation of the process and standards to apply
when converting overhead facilities to underground facilities”, again apparently
asserting that the Commission has not done so for non-standard meters. She
continues by stating that the undergrounding rule “goes so far as to offer the
customer/applicant for this service the opportunity to challenge an electric

utility’s cost estimates to complete the service.”

These distinctions/assertions are fiction. FPL, through the testimony of Robert
Onsgard, has provided the Commission with extensive cost information that is
both measured and quantifiable. In addition, this very proceeding is a deliberation
of the process and indeed offers customers the opportunity to challenge the
electric utility’s cost estimates. The only distinction is that the undergrounding
tariffs are filed subject to rule while the non-standard meter tariff was filed within
this specific docket. This is a distinction without a meaningful difference when it
comes to evaluating the applicability of the Commission’s policy on pricing
optional services. The overarching policy is applicable regardless of the

regulatory means of implementing the policy.
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I11.  CONCLUSION

What is your conclusion?

Witness Martin’s recommendation to either open an AMI project review to adjust
base rates or wait until FPL’s next rate case to implement the NSMR tariff should
be rejected. Both of these alternatives are inconsistent with the manner in which
base rates are set, are inconsistent with the need to approve optional tariffs outside
of a rate case, and fail to fully recognize differences between standard and non-
standard services. In addition, delaying action would have other adverse
consequences. Among these consequences are regulatory lag impacts, prolonged
cross-subsidies among customer groups, and inappropriate price signals to
customers. In regard to other optional services, the non-standard services
referenced by witness Martin do not support her contention that the Commission
does not have a uniform policy on collecting rates based on the incremental cost
of optional services. And they further do not support her contention that the
incremental costs of non-standard meters should be waived and/or absorbed. And
finally, witness Martin is incorrect in her assertion that the overarching policy of
recovering incremental costs for underground service can be distinguished from
the need to recover incremental costs for non-standard meters.

Does this conclude your testimony?

Yes, it does.
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1 BY M5. MONCADA:

2 Q M . Deason, are you sponsoring any exhibits to
3 your direct testinony?

4 A Yes.

5 Q And is that Exhibit JTD- 1, also shown as

6 Exhibit 7 on staff's exhibit list?

7 A Yes.

8 Q Are you sponsoring any exhibits to your

9 rebuttal testinony?

10 A No.

11 M5. MONCADA: Comm ssioner, | would note that
12 M. Deason's exhibit has been premarked for

13 identification on staff's conprehensive exhibit

14 list as Exhibit Nunber 7.

15 COW SSI ONER EDGAR:  Thank you.

16  BY MS. MONCADA:

17 Q M . Deason, have you prepared a summary of

18 your direct testinony?

19 A Yes.

20 Q Wul d you pl ease provide that sunmary to the
21 Commi ssion at this tine?

22 A Yes. (Good afternoon, Conm ssioners. The

23 Comm ssion has a long and consistent history of setting
24 rates based upon a regulated utility's cost of providing
25 service and setting rates to m nimze subsidies anong
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custoners. Inherent in the Comm ssion's policy is the

concept that the cost causer should pay the cost that

they i npose for the services they demand and the options

t hey choose.
The Comm ssion's policy is consistent with

sound regul atory principles and achi eves purposes in

Chapter 366, Florida Statutes. The Comm ssion's policy

Is also an integral part of nunmerous Conmm ssion rules
dealing with the recovery of costs on an increnental
basis to avoid cross-subsidi zati on anong cost causers
and the general body of custoners.

The Conmm ssion's policy has al so been

consistently applied when setting rates, both within

rate cases and within non-rate case proceedings. FPL's

optional non-standard neter rider adheres to this
policy and establishes an appropriate and fair nanner
to recover the costs from custoners choosing to avai
t hensel ves of this optional service.

FPL's optional non-standard neter rider also
sends the correct pricing signals to custoners,
custoners that are considering a non-standard neter.
Wt hout correct pricing signals, these custoners would
not have the necessary information on which to nake an
I nformed choice reflective of the costs they would be

| nposi ng on FPL's system as a whol e.
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Earlier in this docket, the Comm ssion
adhered to its policy when it issued its tariff order.
In this order, the Comm ssion stated we find that the
option to opt out fromthe standard smart neter w ||
require FPL to incur increnental costs which would
appropriately be borne by the cost causer and not the
general body of ratepayers. This finding is consistent
with the applicable statutes and rules which | discuss
in ny prefiled testinony. It is also consistent with
previ ous decisions of the Conm ssion and it's
consi stent with sound regulatory policy which | also
discuss in ny prefiled testinony.

Thus, | recommend that the Commi ssion
reconfirmthe decision it reached in its tariff order
previously issued in this docket. This concludes the
summary of ny direct testinony.

Q Thank you, M. Deason. Have you al so prepared
a summary of your rebuttal testinony?

A Yes.

Q Wul d you pl ease provide that sunmary to the
Commi ssion at this tine?

A Yes. In ny rebuttal testinony, | respond to
many of the positions and recommendati ons contained in
the testinony of Intervenor Wtness Martin. Wtness

Martin m stakenly asserts that FPL's non-standard neter
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rider is inconsistent wwth historical tariff

requi rements. She reconmmends that the increnental costs
of the non-standard neter sinply be ignored, absorbed or
del ayed. This recommendation is contrary to Comm ssi on
policy and would be unfair to the general body of

cust oners.

Wtness Martin also i nappropriately conpares
the non-standard neters to service offerings which do
not have a separate charge in a msguided attenpt to
excuse non-standard neter custonmers from paying their
fair share of the costs they inpose on the system

Contrary to Wtness Martin's assertion, FPL's
approach to quantifying and inplenenting its NSMR
tariff is entirely consistent wth the manner in which
t he Comm ssion has approved tariffs for non-standard
services. This approach is necessary to place costs on
t he cost causer and prevent cross-subsidies.

Wtness Martin's alternative recomendati on
to either, one, open up an AM project review to adjust
base rates or, two, wait until FPL's next rate case to
I npl ement the NSMR tariff should al so be rejected.

Both of these alternatives ignore the manner in which
base rates are set, are inconsistent with the need to
approve tariffs outside of a rate case and fail to

fully recogni ze differences between standard and
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1 non- st andard servi ces.

2 I n addition, delaying action would have ot her
3 adverse consequences. Anpbng these consequences are

4 regul atory | ag i npacts, prolonged cross-subsidi es anbng
5 custoner groups and i nappropriate price signals to

6 custoners.

7 In regard to other optional services, the

8 non-standard services referenced by Wtness Martin do

9 not support her contentions. |In a futile attenpt to
10 justify her recommendati ons, Wtness Martin

11 | nappropriately conpares non-standard nmeters wi th dual
12 | anguage service and budget billing. |In sharp contrast

13 to non-standard neters, both dual |anguage service and
14 budget billing are efficient standard busi ness

15 practices which cost effectively provide a high |evel
16 of service to the general body of custoners.

17 And, finally, Wtness Martin is incorrect in
18 her assertion that the Conm ssion's policy of

19 collecting incremental costs of underground service can
20 be di stinguished in any neani ngful way fromthe need to
21 collect the increnental cost of non-standard neters.

22 In reality, the Comm ssion's policy is equally

23 applicable in both situations.

24 In conclusion, Wtness Martin's

25 reconmendati on should be rejected and the Conm ssion
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should reaffirmits decision as contained in its tariff
order previously issued in this docket. This concl udes
the sunmary of ny rebuttal testinony.
Q Thank you, M. Deason.
M5. MONCADA: Comm ssioners, M. Deason is now
avai l abl e for cross exam nati on.
COW SSI ONER EDGAR:  Thank you.
M. Rehw nkel, do you have questions?
MR, REHW NKEL: Yes, Madam Chairman. Thank
you.
CROSS EXAM NATI ON

BY MR REHW NKEL:

Q Good norning -- I'msorry -- good afternoon,
M. Deason.

A Good afternoon.

Q W need to stop neeting |like this.

A This is the only tine | get to visit with you.

Q On your direct testinony, page 4, if you could
turn to that, and specifically lines 7 through 10.

A Yes.

Q Do you see that?

A Yes.

Q It's not your testinony in this docket that

FPL woul d be denied a reasonable rate of return upon its

rate base if the conpany does not collect from NSMR
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1 customers the $2 million in capital costs, are you -- is
2 It?

3 A No, that's a factual determnation. |'m

4 speaking to the policy and present this as a basis for

5 what | understand the Comm ssion's policy to be.

6 Q Ckay. And then on line 16, there you cite a

7 statutory provision and you quote a phrase that is

8 "Custoner Cass.” Do you see that?

9 A | do.

10 Q Did you provide a definition for what a

11 custoner class is?

12 A | don't believe that | did.

13 Q Ckay.

14 A This is a statutory provision here that |'m
15 referring to. The statute may define it, |I'mnot sure.
16 Q Ckay. Isn't it your understanding, from your
17 experience practicing before the Conm ssion and serving
18 on the Conm ssion, that the intent there is that these
19 are custoner classes like residential, general service,
20 commercial, industrial, those broad categories of

21  custoner classes?

22 A | would agree that's the way it's generally

23 been applied. But | think the Conm ssion has discretion
24 to determne what it considers to be a honbgeneous cl ass
25 so that rates are fair and there's not cross-subsidies.
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Q Ckay. But isn't it true that the classes that
are referenced here and the intent that the statute
applies, is that it's looking really at those relatively
I mmut abl e cl asses? Like you can't nove fromresidenti al
to business or business back to residential? These are
not di scretionary categorizations by and | arge, woul dn't
you agree with that?

A |"msorry, could you repeat your question?

Q Yeah. A residential custonmer couldn't decide
to be an industrial custoner at his residence and take
service as an industrial custoner for the nost part,
right?

A That's true. [It's not the custoner's option
as to which service category they take service.

Q Ri ght .

A They either qualify or they do not qualify.

Q Right. And that's generally the statutory
intent by the use of the word "class" though, woul dn't
you agree?

A | would agree that's howit's traditionally
been inplenmented. But |'mpresenting this statutory
provision to stand for the policy that rates should
cover costs and that costs are a consideration in
determ ning rates and determ ning whether it's a

Ccross-subsi dy anong custoners.
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Q Now, woul d you al so agree that you have not
poi nted the Conm ssion to a case where the Conmm ssion
has determ ned that simlarly-situated subscribers to a
particul ar discretionary m scel |l aneous service tariff
constitutes a class for the purposes of the provision of
this statute, have you?

A No, | don't believe | have referred to an
order of that nature.

Q Can you?

A Vll, | haven't attenpted to find that. |
didn't think that it was rel evant.

Q Ckay.

A There are situations of rules that speak to
the fact that there are different types of custoners and
they can be treated differently.

Q Ckay. But do they refer to themas a class?

A Well, it depends on the definition, once
again, of what the class is, which | didn't define, and
per haps the statute does or does not.

Q Ckay. And on page 5 of your testinony, |ines
13 through 18, you cite -- well, actually, 13 through
16 -- you cite a provision of the FEECA Act; is that
right?

A Yes.

Q Ckay. Now, it's not your testinony that this
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provi sion actually applies as a matter of law to the
rest of Chapter 366, is it?

A " mnot speaking to it as a matter of |aw
|'"mspeaking to it as a matter of policy and principle.
And to the extent that in setting rates and inproving
goal s, that there should not be cross-subsidization.
And it is naturally a part of 366, | think, as a matter
of principle. It also applies to natters of general
rate setting.

Q Ckay. Just so | understand, when you use the
word "apply," are you saying that it governs this case?
A No, | think the Conm ssion should use its
discretion to look at that in making its policy

determnation in this case.

Q Okay. Let's turn to page 6 and lines 13
through 16. And you say they are "The standard to
determ ne whether rates are conpensatory is a neasure of
earnings as a percent of rate base, parenthesis, cost,
cl osed parenthesis. Wen rates are not conpensatory in
aggregate, overall rates will have to be adjusted on a
goi ng forward basis."

Did | read that right?
A Yes.
Q Ckay. So is it your testinony that the

measure for whether cost recovery is conpensatory is
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nmeasured on overall conpany -- regul ated conpany basis?

A No, that's not ny contention. It can be done
on an overall basis. But in evaluating specific tariff
requi renments, it can also be |ooked at in determ nants
as to whether the rates being requested cover costs.

Q Ckay. Are you saying that -- is it your
testinmony that if costs -- if there's any kind of cost
that the conpany presents, let's say in this case
I ncrenmental costs, that there are not a specific
identified tariff that recovers those identifiable costs
and then FPL is not being conpensated for the services
It provides?

A It is not being adequately conpensated for
that optional service to that limted extent, yes.

Q Okay. But the reference here is whether rates
are conpensatory, and | just don't -- I'mtrying to
under stand what you nean by the aggregate overall rates
in the context of this proceeding.

A "Il be happy to define that for you. It's
all rates, both optional, non-optional base rates, any
kind of rates that are charged to recoverer costs.
| deal | y each individual specific rate should cover its
specific costs and then an overall neasure of that can
be done on an aggregate basis in terns of an earnings

revi ew.
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1 Q Ckay. So would you agree with nme -- well, you
2 would agree with ne -- and | think you testified, in
3 fact, in Docket Nunber 120015 -- that there is, as a
4 result of that case and the final order, that is now
5 final by the Suprenme Court, that FPL is under a base
6 rate freeze fromthe inception of that order of 2013
7 t hrough the end of 2016?

8 A Yes.
9 Q Ckay. Now, would you also agree that -- well,

10 let ne strike that and ask you to refer to line 19

11 through 21 of this sane page 6. You state "Wen rates

12 are non-conpensatory or do not cover a customer's cost,

13 there is discrimnation against other custoners who

14 ultimately nust subsidize the bel owcost rates.”

15 Do you see that?

16 A | do.

17 Q Can that statenent be true during a period

18 when base rates are frozen?

19 A As matter of policy and principle, yes.

20 Q As a matter of actuality?

21 A | have not done that determ nation to

22 determ ne what the inpact it would be on earnings. |

23 don't think it's relevant to this case.

24 Q Vell, I'"mspecifically asking about the | ast

25 clause there where it says, "Qher custonmers who
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ultimately nust subsidize the bel owcost rates.™

| f custonmers who are not NSMR subscri bers,
| .e., standard neter custoners, rates do not change
during the base rate period whether the conpany recovers
costs from NSMR subscri bers or not, how can the standard
met er custoners be subsidizing then?

A They' re bei ng subsi di zed because the custoners
choosi ng the optional service are not paying their fair
share of the costs, and so by definition it would be a
subsi di zat i on.

Q Ckay. Now, the custonmers who are not choosing
the standard neter, they're also paying for standard

nmeters, right?

A The custoners -- I'msorry, |'mconfused on
opt-in, opt-out. |If you can repeat the question,
pl ease.

Q Yes. The 6,700 -- you heard M. Onsgard --
the 6, 700 non-standard subscribers, they are al so paying
the sanme cost that everyone else is paying for the
availability of standard neters; you would agree with
that, right?

A Yes.

Q Ckay. So during the period of base rate
freeze, if you can assune that the standard neter

custoners' rates do not change at all, would you agree
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1 wth nme that they are not paying the costs during that
2 period of the provision of service for the non-standard
3 met er subscri bers?
4 A | would agree that their rates are probably
5 not going to increase. And that nay be a function of
6 the settlenent. But it's also ny position,
7 Comm ssioners, as a matter of policy, what is the
8 correct policy in pricing a non-standard opti onal
9 service, that that policy is applicable regardl ess of
10 the factual situation as to whether a utility finds
11 itself in a stipulated settlenent or not within a
12 stipulated settlenent. Their principles are the sane.
13 Q Ckay. Well, just so we're clear, in actuality
14 during that base rate freeze period, you would agree
15 with nme that the standard neter subscribers are not
16 subsi di zi ng the non-standard nmeter subscribers if there
17 IS no cost recovery fromthe 6,700, correct?
18 A | don't necessarily agree with that. | think
19 as a matter of policy, as a principle, it's unfair to
20 ask one group of custoners to pay a cost and anot her
21 group of custonmers be excused from payi ng the cost that
22 they caused on the system
23 Q | didn't ask about a matter of policy. |I'm
24  talking about as a matter of actual fact. Are they
25 subsi di zi ng those custoners if their rates do not
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change?

A The way |'ve defined subsidy, yes.

Q Ckay. So it's theoretical subsidization?

A No, it's based upon policy and what the
Comm ssi on has done in the past and the principles of
good rat emaki ng.

Q Ckay. So woul d you argue that the custoners,
t he general body of custoners, if the -- and you would
agree the costs are in the 3 to $4 mllion range?

A | believe that | heard M. Onsgard state that
the costs generally are in that order of magnitude.

Q 3 mllion of one-tine in capital and 1 mllion
or so of on-going O&W?

A | woul d accept that.

Q kay. 1 mllion of annual on-going O&W?

A Yes.

Q Ckay. So would you also agree with ne that
the recovery or non-recovery of those costs could have
no effect on FPL's ability to earn wwthin its authorized
rate of return range?

A | would agree. And | would argue that's not
the standard to determ ne whether there's a subsidy or
whet her there's fairness between custoner groups.

Q But you would al so agree with ne that the

general body of custoners, to the extent the
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non-standard costs are not being recovered, they would
not be deprived of the opportunity to have | ower rates
during the base rate freeze period sinply because of the
non-recovery of the NSVMR costs?

A | think that's -- yes, | think that's probably
a function of the settlenent agreenent and the
paraneters that are contained in that. But I'll also
point out that there's a specific provision within the
settlenent that allows FPL to make a tariff filing for
an optional service, so it is contenplated within the
scope of the settlenent.

Q Well, that provision, you woul d agree, doesn't
mandate that FPL recover costs in this manner, it just
allows themto; you would agree with that?

A It is permssible. It's not mandatory. Just
like the NSMR tariff is permssible to custoners in an
optional provision.

Q Now, you would agree with ne -- | can show it
to you -- but you would agree with ne that FPL's | ast
surveill ance report shows them earning 11.29 percent
return on equity, wouldn't you?

A | have not seen that surveillance report, but
| don't have any basis to question that that is the
result.

Q Ckay. And you would also agree with ne that
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the rate of return range that the settl enment prescribed

was between 9.5 on the bottomend and 11.5 on the top

end?

A Based upon ny recollection, |I believe that is
correct.

Q Ckay. Wuuld you also agree with nme, w thout

me having to pass an exhibit with M. Dewhurst's
testinony that 100 basis points on equity roughly
yi el ded was equivalent to $160 million in revenue
requirenment s?

A | seemto also recall that nmetric as well.

Q Ckay. So by sinple extrapol ation, you would
agree with ne that 179 basis points, i.e., the
di fference between 9.5 and 11.29, woul d be about
$286 mllion in revenue requirenments?

A "' mnot disputing that math. But as a matter
of policy, Commi ssioners, if the logic is that the
conpany i s not under earning and that you al ways excuse
custonmers who choose an optional service from paying
their fair share, it is unfair to the other custoners.
And if you continue that practice tine after tinme after
time after tine, you're going to be driving the
conpany's earnings down. And it's not the purpose of
regul ation to set rates which are going to ultinmately

deny the conpany the opportunity to earn a fair return
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unl ess they file another rate case.

Q Now, you do have sone experience and
recol l ection and nenories of what used to be called
extended area of service in the telecomindustry, don't
you?

A M. Rehw nkel, you're going way back, but | do
recal |l that.

Q Ckay. An extended area of service
essentially, by certain processes, mgrated toll calling
to sonme formof local calling, maybe a pay by call or a
call allowance, for routes in an area that were close to
a |larger setting; would you agree with that?

A That happened on nany occasi ons, Yyes.

Q Ckay. And initially what happened is these
services were -- the costs of these services were
attributed to the cost causer, i.e., the outlying area
of customers who wanted to have toll calling into the

| arger area, right?

A | don't recall that, M. Rehwi nkel. |If you
can point nme to an order, I'll be glad to take a | ook at
that. |'mnot sure when you tal k about cost, what
you -- I'mat aloss. | can't follow your question.

Q You recall the concept of basic local rates

where a custoner would pay a flat rate and get unlimted

| ocal calling?
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A Yes, i ndeed.

Q Right. And if they wanted to call, say, from
Tal | ahassee to Panama City, they would pay a tol
char ge?

A Yes.

Q A usage base charge. And if they lived in,
say, Hosford, that was a toll charge. And it was
eventual ly converted to an EAS charge of maybe 25 cents
acall with a three call free all owance?

A Yes.

Q Ckay. And ultimately over tine, those costs
were actually nelded into the base rate as calling areas
expanded; you would agree with that?

A Yes.

Q Ckay. So these increnental costs that were
driven by toll users, they ultinmately becane, at sone
point, folded into the basic rate in the phone area,
right?

A M. Rehw nkel, this is where |I've got to
depart with you because you're using the term"cost."

Commi ssi oners, back in tel ephone regul ation
days when they were base rate regulated, it was known
t hat basic service, basic residential service was
priced underneath its costs as a matter of public

policy. And toll calls were actually priced way above
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costs. And that's part of the problemthat happens in
regul ati on when you have subsi di es between different
groups and why it's not a good policy in the long run,
particularly when conpetition is introduced.

So when you use the term"cost," that the
custoners who were previously paying high toll calls,
which were actually priced above cost, sonmehow were not
paying their fair share of cost when all they were
wanting to get was basic |ocal service, that was
al ready below cost. W're being very | oose with the
terns "cost" and whether there's a subsidy one way or
t he ot her.

The argunent could be made that the subsidy
was actually between those custoners who did not have
the | ocal service and were paying the high tol
char ges.

Q | appreciate the tutorial. But ny point was,
Is that ultimately costs that were for discretionary
servi ces becane, over tinme, nelded into the fixed costs
that all general body of ratepayers paid; would you
agree with that?

A | woul d agree that that was the result, yes.

Q Ckay. You are aware, are you not, that FPL
originally proposed to recover the up-front and one-tine

capital costs over a three-year period?

Premier Reporting Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014
267

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A Yes.

Q Ckay. And if they did that, that period woul d
al so coincide with the base rate freeze period, right,

If you started it this year, 2014, 2015 and 20167

A Yes.

Q Ckay. | just have one final question, and
this is just clarification so | understand what you nean
here. And | don't think you nean it this way.

But if | can get you to turn to page 14 of
your rebuttal. On line 10 you're referring to testinony
of Ms. Martin that you cite in the section above that.
Do you see that?

A Yes.

Q And you say, "These distinctions/assertions
are fiction." You're stating right there you di sagree
with her factual presentation but you' re not saying that
she' s being di shonest or making it up? That's not what

you nean by "fiction," right?

A You're correct, that's not what | neant by
that term

Q Ckay.

A Perhaps it was a poor choice of terns.

Q Thank you very nuch.
MR. REHW NKEL: Those are all the questions |

have, M. Chair nman.
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1 CHAI RMVAN GRAHAM  Thank you, M. Rehw nkel.
2 M. Jacobs.
3 MR, JACOBS: M. Chairman, | will have a bit
4 of testinony, if you want -- what's your pleasure
5 about doing a break? W can get started or we can
6 come back | ater
7 CHAI RMAN GRAHAM  Go ahead.
8 MR, JACOBS: Very well.
9 CROSS EXAM NATI ON
10 BY MR JACOBS:
11 Q Good afternoon.
12 A Good afternoon.
13 Q There ought to be a Barbara Strei sand song
14 pl ayi ng about now, shouldn't there? 1It's been a |ong
15 tine since we saw one anot her.
16 A It has been a while.
17 Q Vell, | would like to start by bel aboring sone
18 of your background and experience, though, |I'mwell
19 famliar with it. You have appeared in rate case
20 proceedi ngs, have you not?
21 A Yes.
22 Q And, in fact, you've appeared as a witness in
23 the nost recent rate proceeding for Florida Power &
24 Li ght, have you not?
25 A Yes.

Premier Reporting Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014

269

1 Q So based on that, you have famliarity with

2 the materials and support that go into those

3 proceedi ngs, correct?

4 A General famliarity, yes.

5 Q You have to review the policies and the

6 met hodol ogy of Florida Power & Light in calculating

7 rates and charges for the smart neter program is that

8 correct?

9 A No. |'maware that that was an issue that was
10 contained in the prehearing order during that rate case,
11  yes.

12 Q Ckay. And then as a general matter, you have
13 regul atory ratenaki ng expertise and you're very famliar
14 wth the whol e concept of devel oping rates for regul ated
15 utilities; is that correct?

16 A Yes.

17 Q And you've testified that there are specific
18 gui des and standards in devel oping those rates that are
19 a statutorily basis, correct?

20 A There are statutory direction to ratenaking,
21 yes.

22 Q And that statute requires that they be fair

23 and reasonable; is that correct?

24 A Yes.

25 Q And in this particular proceeding, in addition
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to your testinony, have you reviewed the testinony of
M. Onsgard?

A Yes.

Q And, of course, you testified regarding your
review of Ms. Martin's testinony, correct?

A Yes.

Q Now, in your direct testinony on page 7, you
reference sone proceedi ngs, sone anal ogous proceedi ngs
wher e non-standard servi ces have been adopted by the
Commi ssion; is that correct? | believe it's line 13.

A | do in ny testinony reference other
non- st andard servi ces.

Q And you specifically reference these
proceedi ngs and you cite admnistrative rules that go
along with them That denotes that those services in
the tariff that go along with themw Il adopt it in a

rule making; is that correct?

A Yes.
Q kay. So in these instances, a relatively
formal -- very formal process was engaged in order to

revi ew and assess what woul d be the inherent costs that
go into devel opi ng these non-standard services; you
woul d agree?

A Yes, it was a formal process, just like this

Is a formal process that we're engaged in presently.
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Q Right. And normally that entails cost studies
and a whol e el aborate | evel of support, does it not?

A VWll, I"'mnot sure that there were specific
cost studies provided in these rules. There were
paraneters set out as to how cost studies and
I ncremental costs would be determ ned on a case-by-case
basi s.

Q Ckay.

A In this case, we do have a specific cost study
for the tariff that is being proposed in this docket.

Q Now, in this docket, there was no such process
foll owed, was there? There has not been a formal rule
maki ng nor has there been any fornmal anal ogi es done
subject to rule --

A There has been no formal rule making, nor
should there be. And this case is not at a point to
where there should be any formal rule nmaking.

Q So is there sone standard governi ng when you
woul d do a rule maki ng as opposed to when you were doi ng
a non-standard service?

A It's generally accepted that when the
Comm ssi on, through specific cases, has devel oped a
policy that at sonme point it is expedient to take that
to arule nmaking. But this is the first such tariff

that's been filed in Florida, so | think on its face,
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It's probably not appropriate for it to have been done
i n a rul e-maki ng proceedi ng.

Q So in your assessnent and view, the dividing
| ine woul d have been after these services had undergone
sone period of experience in sone prior tariffs and
revision of tariffs and then you would go to rul e making
on thenf

A Let ne be clear. |It's not the purpose of ny
testinony by referring to rules as to whether this
Conmmi ssi on should engage in any type of rule making for
this. But | would agree that at this point, there's no
need for any type of rule naking. This fact-specific

docket to look at this is sufficient.

Q Ckay. And when you say "fact specific,” could
you explain a bit nore what that neans?

A The facts based upon FPL's costs that are
bei ng proposed as part of its tariff.

Q So because, in your view, those costs are

fairly well defined and very clear, then a | ess rigorous
assessnent of that is what's appropriate?

A No, | didn't use the term"less rigorous,"
that's your term | don't think there's anything about
this proceeding that has been | ess rigorous.

Q My point being there's a set of scenarios, |

think, a set of criteria that you just described where
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it would be appropriate to go to rule making and t hen
there's a set of criteria where you' ve testified rule
making is not necessarily called for.
And ny question is in this docket, your view
Is that this is a scenario where rule nmaking is not
called for?
A Well, you've just summarized what | said
previ ously.
Q Ckay. \Well, good.
Let's talk a little bit about one of those
dockets that you | ooked at, and specifically the
Rul e 25-6.078 dealing with the installation of
underground facilities. In that particular proceeding,
there was a very extensive reginen of details |laid out.
And specifically et nme ask you this. That
rule provides that a custoner can tailor the rate that's
applied to themby comng in and actually contri buting
some work to do that, can't they? So if they were to
cone in and contribute a part of a lateral, that rule
would allow their rate to be affected by that, would it
not ?
A If you could refer nme to the rule, 1'll take a
| ook at that. | can't confirmor deny that based upon
-- I'mfamliar with the basis of the rule and the

general policies behind it, but that's detail that I

Premier Reporting Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014

274
1 can't confirmor reject.

2 Q Ckay. Very well. So your answer would be the
3 sane if | were to ask you about any credits that were

4 offered to custoners under that rule as well?

5 A |"mgenerally famliar with the concept of

6 credits within that rule.

7 Q Are you famliar with how those credits work
8 under that underground rul e?

9 A | amaware that there are credits that are

10 part of the calculation. | can't provide any detail as
11  to how that calculation is perforned.

12 Q Pl ease, let's go to page 9 of your testinony,
13 beginning at line 7. Here you tal k about the idea of

14 how cost causers are allocated -- or the charge for the
15 costs that they cause, and you specifically cite a rate
16 proceeding with TECO, right?

17 A Yes.

18 Q So in that proceedi ng, TECO requested

19 additional rates to cover a sane day kind of a delivery
20 service; is that correct?

21 A Yes.

22 Q And the decision was to offer an alternative
23 service than the sane day, correct?

24 A Yes.

25 Q In that case, there was a general rate review
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that woul d have -- where they all owed those current
costs to be approved, was there not?

A Yes, it was done in the context of a rate
proceedi ng, yes.

Q So all of those costs were scrutinized in the
context of that proceeding, the costs of the next day
and alternative service; is that correct?

A Yes, it was part of a rate proceedi ng. But
what needs to be enphasized is that these particul ar
costs for this optional service were done on an
I ncrenental cost basis, the sane basis that's being done
in this tariff proceeding.

Q ["I'l cone back to that in just a second.

So sticking with the TECO, at the end of that
proceedi ng, because of the review in that rate process,
both the sane day and the alternative services had
under gone a cost-based anal ysis of those service
options; you woul d agree?

A They were subjected to an increnental cost
analysis. It just so happened it was within the context
of a rate case, just like this tariff filing is being
analyzed in terns of an increnental cost study and the
results of that.

Q Now, let's talk about that. So this tariff

filing, according to your testinony, is being eval uated
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in the context of a rate proceeding; that is correct?

A The TECO case was a rate case.

Q No, no, no, we noved on that. W're talking
about this particular tariff filing.

A Ch.

MR, JACOBS: |I'll mark an exhibit, Madam

Chair.

THE WTNESS:. |s there a question pending,
because if there is, I'"'mlost?
BY MR JACOBS:

Q |'"'msorry, | may not have been clear. MW
question was in this particular tariff filing, there
Is -- there had been sone evaluation of the issues in
this tariff filing in the context of a rate proceeding;
Is that not true?

A Ch, that's absolutely untrue.

Q Ckay.

COW SSI ONER EDGAR: Ms. Helter, are we on 277
MS. HELTON: By ny count, yes, nma'am
COMW SSI ONER EDGAR: Ckay. Then we will mark
this as Nunber 27, Interrogatory Nunber 42,
Response to Martin.
(Exhibit No. 27 was marked for
i dentification.)

MR JACOBS: Madam this is already in the
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record, | believe, as a part of Exhibit 16.
COW SSI ONER EDGAR:  Ckay.

BY MR JACOBS:

Q Have you had a nonent to review it
M . Deason?
A Yes.
Q Can you describe for us what this docunent is

or what the information in the docunent is, rather?

A It's in response to an interrogatory that was
propounded by Wtness or Intervenor Martin,
Interrogatory Nunmber 42, and it dealt with a filing
wi t hin Docket 120015, which was a rate proceedi ng.

Q Now, | want to direct you first to the chart
that's indicated here. And the conpany's response is
that these were proposed in its last rate proceeding.
There is a service charge for a reconnect of nonpaynent,
correct, and that's a current charge of 17.66, and the
cost - based charge for that is 46.13, do you see that?

A | do see that, yes.

Q And then there's an initia
connection/ di sconnect, and the cost for that is 14.88
and the cost-based charge is 18.21; is that correct?

A That's what's shown here, yes.

Q And field collection, we'll ook at that one.

Field collections current charge is 5.11 and the
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cost-based charge for that is 25.80; is that correct?
A Yes.
Q Now, in the narrative supporting this bel ow

that chart, have you had a chance to review that?

A Yes.
Q Isn't this a statenent or position by the
conpany recognizing this cost -- the disparity between

t he charges that were being proposed and the actual
costs of these services?

A There is a disparity, and there's an
explanation as to why the conpany felt that the current
charges apparently were appropri ate consi dering that
there were anticipated automati on associated with these
services, except for field collections.

Q Correct. In fact, I'Il just read it. The
statenment is that "FPL believes that maintaining the
current charges in |ight of higher automation beyond
2013 was an appropriate thing to do as it recogni zed
that the actual costs would decrease with automation

while the newrates were in effect and also m nim ze

rate volatility." Do you see that?
A | do, yes.
Q Ckay. Earlier you said, | believe in your

summary, that the Conm ssion ought to exercise clear and

appropriate discretion to ensure that, nunber one,
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1 cross-subsidies don't exist, and nunber two, that
2 there's fairness across rate classes; is that correct?
3 A Yes.
4 Q So let's |ook at one of these charges, the
5 reconnect for nonpaynent. There's a different -- that
6 difference between the 17.66 and the 46.13 -- |'ve done
7 the calculations, so it's about 28 bucks, thereabouts --
8 that difference doesn't go away into thin air, does it?
9 A Vll, it depends upon your definition of going
10 away in thin air. According to this response, due to
11 automation, that cost differential was expected to
12 decline. | don't knowif it was going to conpletely
13 di sappear. | don't know if that level of detail is in
14  this response.
15 Q How woul d that -- how would ultimately the
16 actual cost -- strike that. | won't say where it was.
17 But for purposes of this filing, the
18 difference between these two nunbers is actually dealt
19 wth, isn't it, in the proceeding where this was fil ed;
20 isn't that correct?
21 A This was the 120015. This is the case that
22  was settl ed.
23 Q Correct.
24 A | assune that the charges that resulted -- the
25 tariffs that resulted fromthat settlenent, | assune
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addressed these particular charges, but | can't say for
sure if it did or did not.

Q kay. Allow ne to digress. And | apol ogi ze
I n advance, because | knowit's well w thin your
expertise. So before all of this happened, there was --
before the filing of the rate case, there was a test
year determ ned, was there not?

A Yes, a project test year, as | recall.

Q And in that test year, tariffs were devel oped
and to be proposed for the revenue filing; is that
correct?

A Yes.

Q And with regard to smart neters, now at this
poi nt when this was filed, Florida Power & Light was in
the process of deploying smart neters, as we heard
earlier fromM. Onsgard. So they still needed to
install a significant nunber of smart neters when this
was filed, correct?

A If that's what M. Onsgard said. | have no
basis to disagree with his testinony.

Q And | think you responded earlier -- |I'm
sorry, not you -- there was also in testinony earlier
that there were sone business custoners that were stil
needing to be installed. So at the time of this filing,

there are custonmers who are sitting and taking service
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of the smart neters and there are a whol e nunber of
custoners who are in transition, they're going to be,
but they're not yet, and then there are custoners out
t here who have chosen not to take this service; do you
agree?

A | agree that the depl oynent of smart neters
was transitioning and then it was not conpl ete.

Q Ckay. Now, does this current charge -- was
that nodified or tailored to any of those classes, this
sane charge, was it charged to each one of those
cl asses?

A Wi ch classes? To which are you referring?

Q The custoners who were on snmart neters, the
custoners who were in the process of transitioning or
had not gotten the smart neter but were going to and the
custoners who had clearly identified that they did not
want the smart neters?

M5. MONCADA: M. Chairman, or is it Madam

Chair at this point -- has the gavel been passed --

he's straying -- M. Jacobs, respectfully, he's

strayi ng beyond the scope of M. Deason's testinony
and aski ng hi mspecific questions about what FPL
filed inits last rate case, which is beyond what
he's here to testify about.

CHAl RVAN GRAHAM M. Jacobs.
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MR JACOBS: This |ine of questioning goes
specifically to the testinmony by M. Deason as to
all ocation of costs to custonmers, to the extent
that we're tal king about these filings, it's only
representative. This is all going to the idea of
how costs are allocated to custoner classes and
whet her or not there are subsidies, whether or not.

CHAl RVAN GRAHAM  Mary Anne.

M5. HELTON: Can you point nme to where in
M. Deason's testinony you're referring to that
it'"s directly related to?

MR JACOBS. Absolutely. One place was just
t he subject of cross exam nation with
M. Rehwi nkel. | believe that was Page 14,

t hereabouts, line 10, or was it 12? 1'msorry,
that was rebuttal

M5. HELTON: |I'msorry, you're tal king about

the rebuttal, because | was | ooking at the direct?

MR, JACOBS: |I'mconfirmng that, if you'l
give ne just a nonent. It is rebuttal and it's on
page 7.

M5. HELTON: |I'msorry, can you say that one
nore time, | didn't catch it.

MR JACOBS: This is rebuttal testinony, we're

on page 7, and we're beginning at line 8, there was
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di scussion. And then there's al so di scussion about
recovery anongst classes that |'m |l ooking for now.

That is one elenent that's begi nning on
line 17 of that sanme page, "The costs of the
non- st andard service are independent of rates for
standard services in a rate case. These costs can
be determ ned on an increnental basis." That
whol e I'ine of discussion there.

The other is in -- if you'll give ne a
mnute, 'l findit, it is in his direct.

M5. HELTON: M. Deason is tal king about costs
With respect to a rate case on these pages that
M. Jacobs pointed to. Maybe if there's -- he can
hel p us hone in and get to the point, that m ght
help a little bit, M. Chairman.

M5. MONCADA: And | would agree to that. |If
the questions were nore closely tied to what
M. Deason had testified about, I will waive ny
obj ecti on.

MR JACOBS:. Thank you.

CHAI RVAN GRAHAM Pr oceed.

22 BY MR JACOBS:

23 Q M. Deason, let nme go back to what has been
24 identified as Exhibit 27. Now, what | want to go nowto
25 Is the first sentence of the response. This says, "Part
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of the requirenents in Docunent 120015, services charges
reflected in 2013 projected cost and transaction for a
bl ended of manual and automated collections and
connect/ di sconnect activities."

The charges that are reflected in this chart
are anticipated to cover activities covering both smart
neters and noncomruni cati ng or what we now know as
non- standard neters; is that correct?

A |'"'mnot sure | can say that is correct or
Incorrect. It is ny understanding that there was no
distinctions nmade in this rate case between non-standard
meter custonmers and standard neter custoners because it
was not an issue, it was not a matter that was included
Wthin the test year. So |I'mreally at a | oss to answer
your question one way or the other.

Q kay. Let's now shift down to the next to the
| ast sentence of this narrative. It says, "Field
col l ection service charge costs are not -- field
col l ection service charge costs are not affected by
automati on. However, since FPL was not proposing to
I ncrease the other service charges, to mnimze rate
volatility, the conpany decided to keep this charge at
Its current rate.”

Now, let's look at the field collections

charge. The actual charge is 5.11 and the cost is
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25.80. |Is that a cost subsidy?

A Yes, | would say that it is.

Q And according to this narrative, the conpany,
in its discretion, chose to retain a cost equity -- |
nmean, cost subsidy; is that correct?

A Yes, for other considerations. And they
presented that to the Comm ssion to utilize its
discretion to make a determ nation as to whet her that
I nherent cross-subsidy was still reasonable.

Q Now, your earlier discussion wth
M. Rehw nkel regarding the tel ephone exanple, you
I ndi cated that while you do not believe, as a matter of
principle, this situation should exist, whether there's
public policy to support it in your instance, the public
policy behind tel ecommunications, then it mght be
f easi bl e.

Is there such a public policy that you're
aware of that supports this particul ar decision?

A Here again, are you referring to field
coll ections specifically?

Q Yes. Field collections, yes.

A All I can tell you is by what was stated in
the interrogatories. And there was a concern about
| npl enenti ng one service charge when ot hers were not

bei ng proposed to be changed and concerns about price
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volatility. Al of these are general pricing concepts

that fall within the discretion of the Comm ssion. And
apparently, FPL was presenting it to the Comm ssion in

t hose terns.

Q Now, this all is in the mantra of proposing
cost - based services; would you agree?

A Yes, this was done within a rate case and it
IS the purpose of a rate case to set cost-based rates.

Q Now, but you would agree with nme that this
charge -- in fact, none of these charges here are cost
based; would you agree?

A | woul d agree that based upon the conparison
of the current charge and the cost study, that there's a
di sparity which would indicate that the current charges
were no | onger cost based.

Q And the rationale for retaining the scenario
of a |l ess than cost-based costing structure i s not
sonething that's borne in public policy; would you
agree? It's the conpany's decision?

A No, | think it's based on policy. | nean, the
conpany presented a reason. W have to also recall that
this is a test year with a projected test year and there
was a concern about, while this disparity existed at the
present time, that that disparity was going to be

dimnished. So as a matter of what was presented to be
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the best policy was presented to the Conm ssion to keep
the current rates unchanged, even though they apparently
did not cover the costs based upon a 2013 cost study.

Q Now, in your analysis for the case, did you
identify a tinme or a circunstance when the conpany woul d
resolve that disparity?

A Dd I do that?

Q Ri ght .

A No, I did not do that.

Q So on a going forward basis, there is no clear
demar cati on poi nt when the conpany, after havi ng nade
this decision, would cone back now and report or

actually act to nodify or revise this circunstance, is

t here?
A Here again, that would be a matter that if
that's information the Comm ssion wanted, | think they

woul d have included that in their order approving the
stipulation. | don't knowif that's part of that
resol ution or not.

Q Ckay. Now, in this proceeding, our mssion is
to identify the increnental costs related to charging.
And you correctly testified the increnental costs that
are associated wwth offering this non-standard neter
servi ce.

s it your testinony, given that we now have
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1 this, what I'Il call a lingering cost resolution -- and
2 we'll just ook at these charges here -- is it your
3 testinony that for these four charges, it would be
4 possi ble to develop increnmental costs conpetently in
5 order to set charges for the non-standard neter?

6 A Can you repeat your question? | didn't follow
7 I t.

8 Q For the services that are listed here, is it

9 vyour testinony that it would be possible to establish

10 and legitimze increnental costs for these services in

11 order to support the non-standard neter service?

12 A No, | don't see any rel ation between these and

13 non- st andard neter.

14 Q Ckay. Let's walk through that. So for a

15 non-standard neter, there is, in fact, a reconnection

16 charge in the non-standard neter; is that correct?

17 A There is a reconnect charge for all custoners.

18 Q There's a field collection charge, isn't

19 t here?

20 A Yes, there's a field collection charge.

21 Q And now we see that not just -- well, let ne

22 poi nt you to what has been identified as Exhibit, |

23 believe, 26. Let ne nmake sure.

24 Do you have that?

25 M5. MONCADA: M. Chairman, he does not. That
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exhibit was presented while M. Onsgard was on the
stand. If | nmay have an opportunity to present it
to M. Deason.

CHAl RVAN GRAHAM  You may. | would give
Nunber 25 as wel |.

MR JACOBS. Yes, please.

BY MR JACOBS:

Q Have you had a chance to review those,
M . Deason?
A | have reviewed the title pages.
Q | would ask you to |look at the first page, |

bel i eve Schedul e E13B fromtest year 12/31/13.

A kay. | have the schedule in front of ne.

Q Ckay. And if you would, then, look at line 9
and under columm 3. You see that field collections has
a present charge of 5.11, and that's consistent with
what we've seen here in this Exhibit 27. And if you
| ook at line 11, you see reconnect for nonpaynent, and
I f you ook on colum 3, you see the 17.66 that's al so
refl ected here, | believe.

A | see that.

Q Now, the second page of Exhibit 26 is test
year ending 12/31/11, Schedul e E13B. Do you see that?

A Yes, | do.

Q And if you look at line 9, again, in the field
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1 collection, sane chart, you see 5.11 there again, right?
2 A Yes.

3 Q And then if you look at line 11, reconnection

4  for nonpaynent under columm 3, we see the 17. 66,

5 correct?

6 A | do.

7 Q So not just for the 2013 proposal but also for
8 the earlier proposal, the conpany has chosen to all ow

9 t hese charges to proceed other than cost based; you

10 woul d agree?

11 A | see that the proposed charge is higher than

12 the present charge. And | would assune that that's

13 based upon cost considerati ons.

14 Q |"msorry, could you restate that, please?

15 A Vell, which test year are you | ooking at

16  agai n?

17 Q Actually, |'"m summari zing them bot h.

18 A Ckay.

19 Q My question was in both of these test years,
20 these charges were identical. And so in both of these

21 test years, the conpany chose to proceed wth charges

22 that were not cost based; is that correct? Certainly if
23 you look at the response in Exhibit 27?

24 A Well, | suppose I'mat a loss. |'mlooking at

25 schedul es for two different test years. For the test
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year ending 12/31/11, there is a proposed charge that is
different fromthe then existing present charge. And
then for the test year 12/31/13, | see where the present
charge and the proposed charge is the same anount.

Q So that we're on the sane pages, on the first
page -- and | apologize that it's not nunbered -- this
Is a test year for 12/31/13 in the top right, and we
| ooked at line 9 for field collections, and the present
charge is 5.11, and on line 11, the present charge is
17. 66.

And the preanble of ny question was that if
you | ook at the second page, which is the test year of
statenment for year 12/31/11 and you look at line 9, it's
the sane charges as we saw on the prior -- on the first
test year. And if you look at line 11, again, you see
the same charge as was included in the test year for
12/ 31/ 13.

A | agree that the nunbers are the sane within
the sane columm 3 present charge on both of these
schedul es.

Q Now, these charges are recovered from
custoners in a mscellaneous service charge and rates;
Is that correct?

A | think that's the general category, yes.

Q Now, if we go back to the narrative in
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Exhibit 27, there is an expectation that the ultimte
cost wll be affected by automation?

A That's what's stated there, yes.

Q Right. So as we cone now to determ ne what
the increnental costs are, wouldn't it be necessary to
devel op sone kind of a baseline to know where we are
wWth regard to the overall cost of service?

A Pl ease repeat your question.

Q As we now cone to this exercise in this docket
where we're | ooking to devel op the non-standard neter,
woul dn't we need to have sone kind of a baseline to
determ ne how to cal cul ate increnental cost?

A Yes. And that baseline is these costs are
cal cul ated, as M. Onsgard stated, is these are the
I ncremental costs, being those costs that woul d not
exi st but for custoners choosing the option. So that is
t he baseline, that's the standard.

Q Ckay. So in this instance, you would figure
out what the difference between the cost for the
non-standard neter is and you would | ook at the cost
that's stated here, the 46.13; is that correct? And you
woul d make some distinction between that cost that's
described for the -- we haven't gotten there yet, but we
will -- but the cost that's devel oped for the

non-standard neter, and you woul d determ ne the
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di fference between what's stated here in Exhibit 27 as
t he cost-based charge under the rate case; is that
correct?

A No.

Q Wiy not ?

A Because in these situations, you had an
exi sting optional service that already had a current
charge and so this was an analysis of the differential.
| mean, it was a conparison, not an analysis, but it's a
conpari son of what the costs were and what the current
charges were.

In the situation here, we have a brand new
service, there's no existing current charge for the
service. And the analysis done by M. M. Onsgard is
i ncremental. So everything in his cost study is
i ncremental and there's no cost enbedded in base rates
that need to be conpared agai nst what his increnental
costs show

Q Did you hear the testinony -- were you here
for M. Onsgard's testinony?

A Yes. | was in and out sone, but | was here
for nost of it.

Q kay. And we'll docunent it in a nonment, but
you did see and you did hear that we tal ked specifically

about a reconnection and field collections and the
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derivation of what the conpany is proposing as a nmargin
of cost has conponents in it that are anal ogous to a
reconnect and anal ogous to a field collection.
So what |'m hearing your testinony to be is

that this statenment of cost in this general rate
provi sion has no relation to the cost that M. Onsgard
Identified in his proposal. |s that your testinony?

A Well, the only relation | see is that they
both are independent cost studi es based upon an

I ncrenental analysis. To that extent, they're simlar.

But beyond that, | don't really see a connecti on.
Q Now, let's conclude with this and then we'l]l
nove on. The difference between the 17.66 -- we're

| ooki ng at Exhibit 27 now. The difference between the
17.66 and the 46.13, okay, as | indicated earlier, that
doesn't just disappear, there is a provision nade for
that difference, is there not, in the rate proceedi ng?

A | want to earnestly answer your question. |
think we nmay be tal king past each other. | don't
under stand your question. M understanding of what's
presented in response to Interrogatory 42, which | think
you identified as Exhibit 27 --

Q Correct.

A -- this is a conparison between what an

existing charge is, conparing it to what a 2013 cost
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study indicates the cost to be.
Ckay.

A And that's the purpose of these nunbers in
t hese two col ums.

Q So ny question nowis very clear, the 2013
cost - based charges for these services, isn't that a part
of the revenue requirenent that was presented by the
conpany for approval ?

A Wll, it depends on what they requested in
their billing determ nants, applied to their billing
determnants. |If they were seeking no change in the
rate, they would have used the current charges and woul d
have multiplied that by the nunber of projected
I nci dences in which these charges woul d have been
| evied, and then that would give an anount of revenue
whi ch then woul d be added to the conpany's overall
revenue streans to conpare that to what the -- well, to
achi eve the revenue requirenent in their MRs.

Q Ckay. Now, if you would, let's go back to
Exhibit 26, if you woul d.

A Okay. | have Exhibit 26.

Q Now, what you just described, isn't that
exactly what's spelled out here in line 9, colum 5
and --

M5. MONCADA: \What page of the exhibit?
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MR, JACOBS: I|I'msorry, I'"mon Exhibit 26.
M5. MONCADA: \What page of that exhibit?
MR JACOBS. It's the first page, which is the
test year for 12/13 -- 12/31/13, I'msorry.
THE WTNESS: M Exhibit 26 page 1 is a cover
sheet for mninmumfiling requirenents.
BY MR JACOBS:
Q You shoul d have two pages. |'ve got them
backwards. This should be 25. |I'msorry to confuse
you. Exhibit 25 1 had as that one, but what | now

realized is --

A | have Exhibit 25 which we were di scussing
earlier.
Q Ckay. So strike that. M reference nowis to
Exhi bit 25.
So if you'll look at the first page of that

and, again, look at line 9 and you go over to colum 5,
isn't that the calculation that you just described a
nmoment ago?

A Yes, it's the revenues at present charges,
whi ch woul d be colum 3 nmultiplied by the nunber of
transacti ons.

Q So in the test year, the conpany nade a
projection for 490 -- I'msorry, in terns of field

collection, 213, close to 214 in transactions. And in
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t he case of non-collections, 490, about 490
transactions. Do you see that under colum 2 there for
both Iines?

A | do see that, yes.

Q And then | ook to acquire those charges and
rates; is that correct, for this m scell aneous charge?

A Yes, these are the proposed charges and, yes,
they multiplied it by the nunber of transactions to get
an anount of proposed revenue.

Q All right. Now, go back to ny question. So
as to the difference between the 17.66 and the 46. 16 and
the difference between the 5.11 and the 25.80, that
difference, that shortfall, isn't there a provision for
the conpany to recover that in its rates?

A Wthin the context of the rate case or in the
context of this docunent?

Q In the context of the rate case.

A Yes. The fact that -- yes, | would agree with
t hat .

Q All right. So that difference just doesn't go
away. So we just |ooked at a page where they recovered
revenues based on that m scel | aneous charge but then
they al so recovered the difference between this in base
rates?

A Yes, to the extent -- to nmake the conpany

Premier Reporting Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014
298

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

whol e froma revenue requirenents basis, if there's a
shortfall in one area, it has to be made up in another
ar ea.

Q So perfect, that goes to ny next question.

Now, if we understand the narrative, there is
a bit of volatility that's going on in the mdst of this
process. The conpany is noving to automation. It fully
expects the cost for these services to be affected by
that and, therefore, the recoveries under the rate
tariffs and provisions should reflect that, do you
agree, in order to be cost based?

In other words, shouldn't it be the case that
I f the conpany knows and expects that the costs are
going to be favorably affected because it's noving to
automation but its present rate filings reflect costs
that are influx, sonehow, soneway, there should be
sonething to reflect that positive effect, shouldn't
t here?

A And your question assunes sonething that |
can't verify or reject. It would depend upon the facts
of the projections that the conpany nade at the tine
that they filed their case and what costs they were
proj ecting and whet her those projections did or did not
I ncl ude any inpacts fromautomation. That's sinply a

fact | don't know at this point.
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1 Q But woul d you agree, then, that this narrative
2 certainly anticipates that there would be such a
3 positive affect, the narrative in Exhibit 27?
4 A Yes.
5 Q Ckay. |Is your position then that nowin the
6 non- st andard proceedi ng, that we want to devel op
7 cost - based charges for the non-standard tariff, that we
8 can do that effectively and not ever even consider this
9 hi story? |s that your position?
10 A Yes.
11 Q Ckay. And how is that?
12 A It's based on appropriate ratemaki ng standards
13 and statutory provisions and precedents and policies of
14  this Comm ssion, which | explained in ny testinony.
15 Q Now, isn't a very inportant el enent of those
16 rat emaki ng standards the cost history of a service?
17 A Yes, cost histories is useful informtion.
18 But when cones to basing rates, it's the current cost or
19 at least the projected cost, if it's within the context
20 of a projected test year.
21 Q And, in fact, we heard testinony from
22 M. Onsgard that there was a very significant |evel of
23 averagi ng and cost anal ysis done when the proposal was
24  done for the NSMR, is that correct?
25 A Yes, | understand that there is averaging in
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t hat process.

Q Ckay. So your testinony is that we can
acconplish fair and reasonabl e estimtes of increnental
costs and do it in isolation of this non-standard
proceedi ng and never ever consider the issues fromthe
rate case?

M5. MONCADA: That was just asked,

M. Chairman.

MR, JACOBS: Ckay. I'Ill nove on, if it was.
BY MR JACOBS:

Q In your view, if rates are devel oped, whet her
it be nore the non-standard tariff or in a general rate
proceedi ng, and those rates enconpass cost subsidies, as
we've identified here, doesn't that do harmto the
principles of regulatory fairness?

A Yes, unless there are other overriding policy
consi derations, which are at the discretion of the
Conmm ssi on to consider and wei gh.

Q But we saw here that this Comm ssion has not
exercised any discretion, this pretty nuch happened at
the conpany's discretion, you would agree, by what the
narrative says here in this proposal, correct?

A |'"'msorry, you're going to have to repeat your
gquesti on.

Q Accepting your response that in the instance
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where there's adequate public policy and adequate ot her
considerations that rates that enbrace cost subsidies

m ght be accepted, ny question was we don't see that
kind of a public policy that's been expressed here, what
we see i s discretion exercised by the conmpany; is that
correct?

A The conpany nmade a proposal. How that was
consi dered by the Comm ssion in the context of the
settlenment is unclear.

Q Ckay. O her than the public policy, is there
any other rationale that would support or legitimze
rates that woul d enbrace a cost subsidy |ike this?

A As a general rule, cross-subsidies should be
avoi ded and rates should be based strictly on cost. But
having said that -- and it's contained in ny
testinony -- the Conmm ssion does have discretion to
consider other things. And that's on page 4 of ny
di rect testinony.

Q Ckay. Now, let's kind of boil this down just
alittle bit. Let's talk specifically about the
reconnect charge.

CHAI RMVAN GRAHAM M. Jacobs.
MR, JACOBS: Yes, sir.
CHAl RVAN GRAHAM  How much | onger do you have?

MR JACOBS: A fair anopunt.
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1 CHAl RMAN GRAHAM  Let's take a five-mnute

2 br eak.

3 MR, JACOBS: Thank you, sir.

4 CHAI RMVAN GRAHAM  So ny court reporter can

5 rest her little fingers. Actually, nmake that a

6 ten-m nute break.

7 (Wher eupon, a recess was taken.)

8 BY MR JACOBS:
9 Q M. Deason, |I'mgoing to see if | can nove us

10 along a little bit.

11 MR JACOBS: | would like to mark an exhibit,
12 M. Chai r man.

13 CHAl RVAN GRAHAM  We' Il call this Nunber 28
14 for sinplicity.

15 (Exhibit No. 28 was marked for

16 i dentification.)

17 BY MR JACOBS:

18 Q "Il give you a nonent to review this,

19 M. Deason.

20 A Excuse ne, I'mtrying to get ny nunbers

21 correct.

22 Q Go right ahead.

23 A So 28 is Response to Data Request Nunber 26,
24 correct?

25 Q That's correct.
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A Al right.

Q And |'msorry that | hel ped with that
confusion, because it was nmy m sconmuni cation on
Number 25. I'Ill get that right.

Ready?

A Yes.

Q Do you have any famliarity wwth this
docunment ?

A No.

Q Ckay. If you would, the second page of it is
an actual question and response that was given about the
conpany. This is to this data request. That doesn't
given as nuch information as | thought.

Let's go through this. The title of the
docunent |I'Il let speak for itself, but I'll read it
into the record. It says, "Devel opnent of Service
Charge Di sconnect for Nonpaynment and Reconnect
Manual | y. "

So based on the description, this, then, is
t he support and cal cul ation for di sconnect for
nonpaynent charge under the proposal for the NSVMR, woul d
you agree?

M5. MONCADA: M. Chairman, M. Deason just

testified he has no famliarity wwth this docunent.
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BY MR JACOBS:
Q Can we proceed under that assunption, then?

A ' msorry, can you repeat what the assunption

Q That this is a representation of the
cal culation for the disconnect for nonpaynent charge
that's been proposed under the non-standard neter
service rider?

A | can't accept that assunption. |t doesn't
appear to ne on its face that that's what this is.

Q (kay. Let's goto -- there it is. Let's go
to exhibit -- what has been marked as Exhi bit 4, which
Is the Exhibit RAO 3 attached to the testinony of
M. Onsgard. And | recogni ze you may not have that so
"Il give counsel a nonent to grab that for you.

M5. MONCADA: Can you repeat what nunber it

MR, JACOBS: It's Exhibit 4 in the record and
it's RAO 3.
BY MR JACOBS:
Q "Il give you a nonent to review that,
M . Deason.
Have you had a chance to review it?
A | know what this is. Cbviously it's a

mul ti - page docunent, and |'ve not tried to review every
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page.
Q Ckay. We're going to go specifically to

page 12 of 15.
A | don't have that nany pages, 12 of 15.

CHAl RVAN GRAHAM  There's only seven of seven.

MR JACOBS. |I'msorry. M apologies. |
didn't go to the sane page. This is RAG4. W
apol ogi es, counsel. And you can just hand him 12
of 15, that's all we need.

THE WTNESS: Gkay. | have this. [|'mnot
going to try to famliarize nyself with every bit
of it.

BY MR JACOBS:

Q No, we're only going to | ook at one section of

A Ckay.

Q We're | ooking at page 12 of 15 on Exhibit B.
And even nore precisely than that, we're going to | ook
at line 15. I'msorry, strike that. Mke that |ine 14.
Do you see that?

A | do.

Q And could you read into the record the
description on line 14?

A Line 14, "Full cost for manual reconnect for

nonpaynent charge."
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Q Ckay. And just for context, the docunent
we're looking at is the cost analysis that was filed by
M. Onsgard to support the NSVMR, is that correct?

A Yes, that's ny understandi ng.

Q Ckay. So in his cost analysis, he has
I ncluded a charge for full cost for manual reconnect and
nonpaynent charge and the anmount of that charge is
59.27. Do you see that?

A | do.

Q Ckay. Now, | would like to go back to what we
identified as Exhibit 28. And the title for this
docunent is Devel opnent of the Service Charge for
D sconnect for Nonpaynent and Reconnect; is that
correct?

A It is, yes.

Q Ckay. And the total cost is 59.27, the sane
cost that we see on line 14, is it not?

A The nunbers are the sane.

Q Ckay. So this is the detailed cal culation for
the total of 59.27 that was included in the proposal for
the NSMR  And | want to state further specific on this.
My point here is, it goes back to our discussion about
I ncrenmental costs and our discussion about equity
anongst cl asses of custoners.

So if we look at this charge for the
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di sconnect and we look at line 2 -- strike that -- 100k
at line 3, okay, that description of that activity is to
execute field disconnect for nonpaynent. Do you see

t hat ?

A Yes.

Q And you were here for the testinony of
M. Onsgard earlier where he said that as the depl oynent
of smart neters took hold, that it was no | onger
necessary to go out and do physical visits in order to
do di sconnects for smart neters; is that correct?

A | seemto recall that, yes.

Q Ckay. And then if we look at line 5, that
activity is described as field neters manual ly
reconnect. And | believe also in that sane testinony by
M. Onsgard is that this activity for smart neters
custoners woul d not be necessary; is that correct?

A That's ny under st andi ng.

Q Ckay. So we woul d expect, then, that on a
going forward basis, that as custonmers transition -- and
we tal ked about there was a body of custoners who were
transitioning -- as they transition, that where they
m ght have been -- they m ght have been charged these
services, these costs are going to evolve, and that
actually was anticipated in the narrative that we read

earlier that for smart neter custoners, line 3 and

Premier Reporting Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014
308

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

line 5, were probably going to go away; would you agree?

A That's a question better asked to M. Onsgard.
But, you know, based upon ny |imted understandi ng,
that's one of the advantages of smart neters and one of
the efficiencies of them and one of the reasons why
custoners choosing to opt out fromthe standard neter
are inposing additional costs.

Q Ckay. Now, if you look -- let nme see which
one of these it's on. Let ne find it real quickly. |
know where it is.

So if we could refer back now to what's been
mar ked as Exhibit 25. Are we clear on that?

A | have Exhibit 25. And just to be clear, this
Is the schedules fromtest years.

Q Correct. And we're |ooking specifically at
the test year for 12/31/13.

A Gkay. | have that.

Q And if you look at line 11 and specifically
over to colum 2. And if you recall, we're tal king
about an activity where there's this transitioning going
on. Are you aware or can you testify as to whether or
not this 490,000 transactions for the reconnect that
were on base rates includes any nunber, any part or
nunber of the custoners who would pay this charge under

t he NSMR?
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A | cannot. But it is ny understanding that
within the 490,083, there was no anticipation of there
even being a distinction between standard neter
custoners and non-standard neter custoners because it
was not contenplated at the tinme of this rate case
filing.

Q Just one second.

So, M. Deason, |let ne nmake sure | understand
your response. The 490,083 nmade no distinction as to
whet her or not those custoners were smart neter or
non- st andar d?

A That's ny understanding. And it's not because
| have a know edge of how this particul ar schedul e was
put together. M answer is based upon ny general
under st andi ng.

And | think this was confirmed by M. Onsgard
that at the time of the last rate case, the smart neter
depl oynent was still in a transitional phase and there
had not even been a decision as to whether there would
be an offering of a non-standard optional service. In
fact, at the tinme, M. Onsgard stated that there were
really not that great of a nunber of custoners who had
even expressed an interest in a non-standard neter.

Q | think you correctly sumari zed.

So custoners who will be transitioning, let ne

Premier Reporting Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014

310

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

be real clear, so those custoners who would now then
sign up for the NSMR woul d probably have been payi ng
this m scel |l aneous service charge that is cal cul ated
here in Exhibit 25; is that correct?

A | f one of those custoners had incurred a
service involving a reconnect or a field collection,
wel |, then, they woul d have been charged a tariff rate,
that's correct.

Q Ckay. And then we also tal ked about the idea
that the difference between this charge and the 46.13
that was identified in the rate case was al so a part of
the rate collections fromcustoners in general, correct?
Do you recall that?

A No. | believe that | said | cannot confirm
t hat one way or the other.

Q Ckay. So the very prospect exists is that a
custoner would was transitioning to the NSVMR woul d have
paid this m scel |l aneous service charge if they would
have actually had to have a reconnect or a di sconnect
on, but they would have also paid -- even regardl ess of
that, they would have paid in their general rates that
di fference between the 17.66 and the 46.13? And then
now i f they actually sign up for the NSMR, they're not
going to be paying sone additional charges related to

the NSMR, are they?
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A No, | cannot agree to that.

Q Ckay. Let's go now, then, to what we just
| ooked at, which is RAO 4, page 12 of 15. That's the
cost for field visits and coll ecti ons under
M. Onsgard's testinony, Exhibit RAO 4.

A Yes.

Q Soif we look at -- if we ook at this
analysis, this is the cost for field visits for
col l ections and di sconnects that are being proposed, and
we see that 59.27 charged there, correct, and bel ow t hat
we see the current approved service charge of 17.667
W' ve seen that before, correct?

A Yes.

Q Ckay. And, now, in line 16, it says
I ncrenmental cost. Does that neet your definition of
what increnental cost is, the difference between the two
of those nunbers?

A | would assune so, that it nmeets the
definition of increnmental which M. Onsgard gave
earlier, which | agree with, and that is costs that are
incurred -- that would be not incurred but for the fact
that a custonmer has chosen a non-standard neter.

Q So we're looking at this 17.66 standard charge
versus this 59.27, and the difference of that is what

got calculated as the increnental cost here?

Premier Reporting Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014

312

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A That's what appears to be the case, yes.

Q But then didn't we just say that those
custoners woul d probably have paid sonething in their
rates, that difference between the 17.66 and the 41 in

their normal rates?

A No, | indicated | could not confirmthat --
Q Ckay.

A -- one way or the other.

Q Let's assune that that is the case, that that

custonmer woul d have paid in their regular rates towards
that difference between -- in their base rates -- the
di fference between the 17.66 and the 46.13 that was
calculated in base rates, and now they're paying an

I ncremental cost between that charge and what the new
cost woul d be under the NSMR?

Wuldn't it be a nore |logical choice to go

| ook at that 46.13 and subtract that fromthe 59.27 and
| et that be your increnental charge?
A | really do not follow your question.

M5. MONCADA: Additional, M. Chairman, he's
going into the devel opnent of the rates and the
charges, and that was all the subject of
M. Onsgard's testinony. M. Jacobs had the
opportunity for a couple of hours this norning to

ask himthese questions.
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CHAl RVAN GRAHAM  You t ook the words right out
of nmy nouth. These are questions you should have
asked the fornmer w tness.

MR JACOBS: If | may, M. Chairman.

CHAl RVAN GRAHAM  Sure.

MR JACOBS: The question that |'m absolutely
asking M. Deason is to what extent is there a
cross-subsidy and that cross-subsidy flows for
custoners who are subscribing to the NSMR and based
on their paynent -- |'mnot debating the anount of
the rate, even though we're discussing that. W're
tal ki ng concept of where that subsidy is and how it
got paid.

CHAl RVAN GRAHAM  What | heard him say was
that he didn't know, he was famliar with it and
you shoul d have asked the ot her guy.

MR, JACOBS: Very well.

CHAIl RVAN GRAHAM  So we need to nobve on.

MR JACOBS: Yes, sir.

BY MR JACOBS:

Q So, M. Deason, in the event that a custoner
who subscribed to the NSMR and he is a good payi ng
custoner so he doesn't incur any of these charges --
let's don't tal k about what those charges are -- and he

pays his regular bill and he then pays the fees under
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1 the tariff, is it your -- isn't the case that we've seen
2 Is that he is basically paying nultiple tinmes towards
3 this particular service?

4 A No, | can't agree with that.

5 Q If he pays to cover the difference between the
6 charge, the m scell aneous charge, and the full cost in

7 his base rates and then he pays an additional charge

8 when he signs up for NSVR, you don't agree that he's

9 paying multiple tinmes for that same service? And,

10 actually, if he pays his bill, he's not even causing

11 t hat cost?

12 A The prem se of your question is that sonehow

13 that there is sone subsidy already built into the base

14 rates. And |'ve al ready answered your question earlier

15 that | cannot confirmthat, | can't accept that as an

16 assunpti on.

17 Q Ckay.

18 MR, JACOBS: One nonent, M. Chair.

19 Can | mark an exhibit, please?

20 CHAI RMAN GRAHAM  Sure. We will label this

21 Exhi bit Nunmber 29.

22 (Exhibit No. 29 was marked for

23 i dentification.)

24 BY MR JACOBS:

25 Q Take a nonent to reviewit.
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Have you had a chance to review that M.
Deason?

A | have. | have not reviewed the entire
mul ti - page docunent, but | have an understandi ng
generally of what it is.

Q | want to direct you to page 5 of the docunent
you have. Now, we had a di scussi on about how feasible
and legitimate it would be to determ ne increnental
costs for purposes of the NSMR. And we tal ked about the
| dea of issues of subsidies that mght exist. |In your
earlier testinmony wwth M. Rehw nkel, you had a
di scussi on about the inpact of the investnent in smart
met ers.

And what | would |ike to point you to on
page 5 is a discussion about how the conpany woul d
assess on a going forward basis, right? Because what |
understand you to be saying is that there was no
connecti on between the devel opnent of this non-standard
offering and the conpany's earnings and that it is
absol utely appropriate to determi ne increnental costs
based on what was determ ned to be the cost of service;
Is that correct?

A Well, you had a lot of information before you
asked the question "is that correct?" |'mnot sure |

can agree with everything that you said previous to
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1 that. So if you could break it up into pieces, | mght
2 be able to answer it.

3 Q Vell, the essence of ny question is that it is
4 your position that in order to establish the NSMR, it is
5 alegitimte process to determ ne increnental cost based
6 on the cost of service that was produced out of the | ast
7 rate proceeding; is that correct?

8 A No, that's incorrect.

9 Q Ckay. Hel p ne understand what your position

10 I'S.

11 A My position is that the rate for the NSMR

12 tariff should be based upon the increnental cost of

13 provi ding that optional service. |t has no bearing to

14 what may or may not have been included in the last rate

15 case.

16 Q Ckay. And your positionis that it is

17 possible to conme up with a baseline with no reference

18 or -- or by totally ignoring what happened in that rate

19 case; is that correct?

20 A Vll, I'"munclear what you nean by the term

21 "baseline.” | would apply -- if you want to use that

22 term | would accept that there's a baseline of zero in

23 the sense that non-standard neter rates and costs were

24 not part of the last rate case, so there's no basis

25 there to create a baseline other than zero.
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And that was the basis, as | understand
M. Onsgard's testinony, is that he did an increnental
cost study based upon costs that would not be incurred
but for custoners choosing the option. So it's al
costs increnental to a baseline of zero. It was not
part of the rate case.

Q That contradicts your very definition of
I ncrenental cost, doesn't it?

A | guess the difficulty I'"mhaving is you're
using the term"baseline," I'"'mjust not -- that termis
not normally used in the context of an increnental cost
st udy.

Q Ckay. |'mat page 6 of your testinony.

M5. MONCADA: |Is that direct or rebuttal ?
MR JACOBS. This is direct. Actually, it
begins at the bottom of page 5.
BY MR JACOBS:

Q And this is in the context of a discussion
about statutory provisions directing the setting of
cost - based rates.

A Yes.

Q And at the bottom of page 5, the |ast
sentence, you begin a discussion, "This increnental cost
approach is fundanental to the full avoi ded cost

concept. The increnental costs to the utility of the
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el ectric energy or capacity, or both, which, but for the
purchase from cogenerators or small power producers,
such utility would generate itself or purchase from
anot her source."”

Is that your definition of what zero is?

A | don't see the term"zero" here, and |I' m not
trying to define what zero or what a baseline is.

Q Ckay.

A This statutory reference was given as a basis
for an interpretation of what increnental costs are, and
they were defined in statute as to be consistent wth
the but-for test, and that is the test that M. Onsgard
has utilized.

Q But in your zero analysis, the but for is that
there will be nothing done and then you're doing
sonet hi ng new and therefore whatever is newis an
I ncrenmental cost; is that the essence of a zero, your
zero test?

A Here again, this would have been a question
better asked for M. Onsgard, who actually did the
I ncremental cost study. But as | understand his
testinony, there were no costs or rate considerations in
the last rate case in that the increnental costs he
determ ned for purposes of this tariff abided by the

but-for test, and the results of the |last rate case are
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irrelevant in determning his calculation of increnental
cost .

Q So if we nove on down just a little bit
further beginning on page 11 or |line 11 of page 6, you
I ndicate that "Florida is a cost-based jurisdiction and
uses costs to set rates for both standard and
non- st andard services. Costs are further used to
determ ne whether rates are conpensatory.”

So your testinmobny now is that that
determ nation of conpensatory rates is absolutely
separate and apart fromwhat is an increnental cost, is
t hat --

A It is nmy testinony that whatever the rates
were determned in the | ast case and whatever the
conpany may be earning nowis irrelevant to determ ning
what the increnental costs are for this optional
servi ce.

But | do, in ny testinony, state that rates
shoul d al so be conpensatory, that is another statutory
standard when it cones to setting rates. And | further
I ndicate that to determ ne whether a rate is
conpensatory, you need to look at its cost and
determne if the rate is covering the cost. And if it
I's, it can be assuned to be conpensatory.

Q kay. So one final line of questioning. W
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| ooked at what has been identified, | believe, as
Exhi bit 28.

A Response to Interrogatory -- I'msorry -- to
Dat a Request Nunber 267

Q That's correct.

A Ckay.

Q So on a going forward basis for custoners who
no longer require field visits for connects or
di sconnects or reconnects, would this be a cost-based
service for thenf

A Well, it's an optional service. And if they
don't need this, they wouldn't be charged because there
woul d be no incidents where there is a field di sconnect
for nonpaynent.

Q This is not an optional service, is it? The
59. 27 here is not an optional service, Is it?

A Well, here again --

M5. MONCADA: M. Chairman -- |'msorry,

M. Deason, | don't nmean to interrupt you -- but,

again, going back to this exhibit, M. Deason has

testified that he is not famliar wwth it, he

hadn't seen it previously and really couldn't tel

what it was. And now he's being asked agai n about

the sane exhibit.

VMR, JACOBS: M. Chai r man.
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CHAI RMAN GRAHAM  Yes, sir.

MR, JACOBS: | think we cured that. W
pointed M. Deason to M. Onsgard's exhibit and his
testinony, and he indicated he was famliar with
that. And | thought we had cured this idea that he
has no famliarity with this topic.

Now, as to the individual charges, we've
agreed we' re not asking himabout individual
charges. It's all concept now, about whether or
not if -- and | think he also testified he had
heard M. Onsgard's testinony that with the onset
of automation, that there are no -- and he
testified he had heard that -- there's no need for
di sconnects or reconnects. So ny question sinply
I's now for those custoners, is this a cost-based
rate?

CHAI RVAN GRAHAM M. Deason.

THE WTNESS: Gkay. Define who those
custoners are in your question.

BY MR JACOBS:

Q |"msorry, those custoners who transitioned
and now who were in the -- when the original rates were
established, they were part of that community, that
490, 000 that we | ooked at, that had not transitioned

yet .
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So, now, during the course, they're going to
transition to beconme smart neter custoners. So at that
point intine, is this a conpensatory rate for then? |Is
this a cost-based rate for then?

A Well, there's no relevancy to your question.
That rate would not be applied to them because they
woul d not have a field disconnect or other type
activities which are part of the cost of this service.

Q And | agree, that's exactly ny point. So if
they were to be responsible for --

A I"'mglad we finally agree on sonet hing.

Q Yes. So any of those 490,000 custoners, if
any of thempaid this rate, you agree that it would not
be a cost-based rate for thenf

A Okay. Let's clarify your question. |If they
paid the 17. 667

Q Right. No. No. No. I'msorry, you're
right, if they paid the 17.66 as a m scel | aneous char ge,
let's | ook at what the cost would be if you |look at this
chart.

It would be for those custoners who
transitioned and becane smart neter custoners, line 1 is
3.25, line 2 is 2.20 and line 4 is 1.67. Do we agree
that those are the charges that they are actually

| nposi ng? Do you agree? Because we agree that line 3
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and line 5 are no | onger applicable to them
CHAl RVAN GRAHAM M. Jacobs, | have to go
back to the objection. As he said before, this is
still a chart in a docunent he's not famliar wth.
Unl ess you can explain to ne why these questions
weren't asked of the other witness, | nean, it
seens |ike you're junping all over the place. And
he's told you many tinmes. |'ve given you a | ot of
| ati tude here, but you need to get to a specific
guestion and then nove on.
MR JACOBS: kay.
CHAl RVAN GRAHAM  Because you're beating a
dead hor se.
MR, JACOBS: Very well.
BY MR JACOBS:
Q So, M. Deason, if a custoner is only inposing
a cost of, in this case, about seven bucks, but they're
payi ng 17 bucks, is there a cost subsidy in that
transacti on?
A | have no basis to answer your question with
the assunptions that are in it.
Q Based on the hypothetical question that |
asked you.
A You're going to have to restate your

hypot heti cal then.
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Q The hypothetical is if a custonmer is only
| nposi ng a cost of about 7 bucks but they're paying 17
bucks in charges, is that charge cost based?

A Based upon your sinple assunption that if a
custoner is paying nore than the cost of an optional
service, they are contributing nore than their fair
share to the conpani es because it nore than covers
costs. But that would be true for any custoner at any
time in any direction.

Q Ckay. And then we |earned earlier that, in
fact, what could happen is, is that the conpany, while
rai sing the banner of the 59.27 as a cost could
actually -- if it manages the autonmation transition
effectively -- could actually be reducing its actual
cost incurred, we learned earlier that that could be
happeni ng? Could it?

A Yes, | think that was the basis for the answer
to that interrogatory and why the conpany chose not to
propose a higher rate than what a 2013 cost study
I ndi cated could be justified.

Q In nmy hypothetical, if that were to occur,

t hat woul d exacerbate, then, that idea of that custoner
payi ng nore than actually their costs required; is that
correct? Because their costs were actually being

reduced because of automation?
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1 A It depends on what happened in the rate case
2 and what was decided and what those rates were.

3 Q Again, we finally agree, it does depend?

4 A No, to answer your question, it depends. It
5 does not depend what happened in the rate case to

6 determ ne whether, on an increnental cost basis, what
7 would be the appropriate rate to charge custoners

8 availing thensel ves of that optional service.

9 MR, JACOBS: Just one nonent, M. Chairman,

10 think I can wap up.

11 CHAI RVMAN GRAHAM  Ckay.

12 BY MR JACOBS:

13 Q Now, the Comm ssion policy on -- and | think

14 you testified to this earlier -- on allow ng

15 discretionary services. That's discretionary, correct?

16 A It's discretionary for the Conmm ssion to all ow

17 a discretionary service, is that your question?

18 Q | guess it is. |1'mgoing back to ny point

19 earlier. You said that there was sone point where the

20  Comm ssion could invoke rule making or it could approve

21 a service without rule nmaking. And so ny question is

22 there is a wde latitude of discretion for the

23 Commi ssion to entertain and approve non-standard

24  services; is that correct?

25 A The Conm ssion has discretion and they have
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various tools to utilize to determne rates, both within
a rate case and outside of a rate case.

Q And | think we concluded that based on the
chart that | showed you, there had been sone history of
cost subsidies that had occurred in services that my
have been affiliated wwth a non-standard neter offering;
Is that correct?

A No, | can't accept that.

Q | think when we | ooked at the chart for the
di sconnects and the field visits, | think you agreed
that there had been cost subsidies in those charges,
correct?

A No. | indicated that if there is a disparity
between the rate for a service and the cost for that
service, that on its face there appears to be a
Cross-subsi dy.

Q Ckay.

A But the Conm ssion al so has other discretion
when it cones to approving those. But based on ny
definition of a cross-subsidy, there still would be a
Cross-subsi dy.

Q Ckay.

A But for other reasons, it may be -- the
Comm ssion nay determne that's a reasonable way to

charge custoners for a service.
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1 Q And we saw that the decision and the

2 circunstances in which that was allowed was rot really

3 based on a Conmm ssion decision or discretion, it was

4 based on the filing of the conpany; is that correct?

5 M5. MONCADA: M. Chairman, this question has
6 been asked and answer ed.

7 MR JACOBS: GCkay. W'Ill nove on.

8 BY MR JACOBS:

9 Q So is it appropriate nowto finally approve

10 this tariff offering in full view of a history that

11 shows services that are deeply effected by

12 cross-subsidi es?

13 A No, | can't accept the prem se of your

14 question. | don't see where there's a recurring problem
15 or there is inherent cross-subsidies and i ndependence on
16 cross-subsidies in setting rates in Florida. In fact,
17 it's just the opposite.

18 The Conm ssion has a policy of trying to

19 m ni m ze and avoi d cross-subsi di es wherever possi bl e,

20 and that's the reason they have a policy on placing

21 costs on cost causers, which is the essence of the

22 proposal currently before them

23 Q So under your scenario, wouldn't it have been
24 appropriate to | eave out those 490,000 folks on the rate
25 case?
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A | don't know what you nean by | eave them out.
| don't see that they have any rel evancy to determ ni ng
I ncrenmental costs for purposes of this tariff.

Q Because at that point in tinme, there was --
they clearly were becomng -- they were not becom ng,

t hey were non-standard custoners because they were still
on neters, were they not? They were on non-standard
neters, were they not?

A Here again, let nme repeat, there was no
di stinction between any of the custoners in the | ast
rate case as being standard or --

Q Exactly ny --

A -- non- st andard.

Q |"'msorry I cut you off.

Exactly ny point. So if at the time of the
| ast rate case you want to maintain the mantra of cost
causers and cost-based rates and you have this class of
custonmers and their costs are fluctuating well,
according to the conpany, their costs are volatile, and
you know -- well, arguably, they say they didn't know --
but we now know that there was going to be a
non- st andard cl assification of service for them
woul dn't it have been reasonable to at |east view them
in some kind of different |ight than just as regular,

general custoners and allocate costs to them under the
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al cost structure?

M5. MONCADA: M. Chairman, if | understand
M. Jacobs' question, it centers around a deci sion
made in Docket 120015 and the base rates that FPL
proposed and the Conm ssion approved in that
docket. That's not what we're here about today.

MR JACOBS: If | may, M. Chairman.

CHAI RVAN GRAHAM  Sur e.

MR JACOBS. In M. Deason's testinony, it
says, "If a cost causer is not paying the costs
t hey caused, they are being subsidized by other
custoners who nust neke up the difference in their
rates.”

So on that note --

THE W TNESS. You need to be |ooking at the

Chairman. You're responding to an objection.

MR JACOBS: |'msorry.
THE WTNESS: |'msorry, | don't nean to
direct you. | apol ogi ze.

MR, JACOBS: Thank you. Thank you for the
assi st ance.

My apol ogies, M. Chairman. This question
goes directly to his statenent, and that is that
where there were costs for 490,000 custoners who

were not paying the costs of their service,
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they' re bei ng subsidized by sonebody. And I'm

just asking does he agree with his statenent in

his testinony.

CHAI RVAN GRAHAM M. Deason.

THE WTNESS: | believe |I've answered that
question before. And | can't give you a definitive
answer because that proposal that was nmade by FPL
at the tine and why they thought it was the fair
thing to do, it was part of a rate case that was
settled. And I'mnot sure that the settl enent
spoke with that nmuch specificity as to what the
rational e was and whether there was or not assuned
to be sonme cross-subsidy in that activity. So |
can't answer your question.

BY MR JACOBS:

Q If we were to follow your -- and | think very
appropri ate perspective that you want to avoid those
cost subsidies -- wasn't that a wonderful nonment in tine
to carve out that volatility, that uncertainty, and file
this tariff filing then instead of having a di scussion
in a rate proceeding and incur the wath of the
regul atory process by continuing a possible subsidy?
Wul dn't that have been a wonderful nonent in tine?

A Here again, relying upon the testinony of

M. Onsgard, that was not possible, it was not avail able

Premier Reporting Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014

331
1 given the tine period of the deploynent of the smart

2 met er s.

3 Q They were nore than a mllion neters al ong,

4 weren't they?

5 CHAl RVAN GRAHAM M. Jacobs, you need to nove

6 on.

7 MR, JACOBS: Thank you, sir.

8 BY MR JACOBS:

9 Q Finally, we earlier tal ked about the instance
10 of non-standard services that had been done through rule
11 maki ng. There are a nunber of services that --

12 non-standard servi ces where charges have been authori zed
13 that have not gone through rule nmaking, are there not?
14 A | think that would be true, yes.

15 Q And | think you nentioned a couple of them

16 Budget buil di ng, Spanish services. Wat would be the

17 di stinction between -- in your mnd, that would nake it
18 a legitimate practice to approve the old services versus
19 the ones that were done through rul e making?

20 A Well, let's be clear. [|'mnot the one that

21  defined those services as non-standard services. It was
22 Wtness Martin who had defined that, so | addressed that
23 in ny rebuttal testinony. But those services are not a
24 cl assic exanple of a non-standard service that nerits a

25 separate tariff and a separate charge.
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Q And what is it about those services that
di sti ngui sh thenf

A Well, let's ook at the first one then.
Wtness Martin classified providing services to
custoners in Spanish is a non-standard service. |
| ooked at that, and it's ny belief, based upon ny
experience in |ooking at previous decisions and ny
under st andi ng of the evolution of services in the state
of Florida, that that is not a separate service. It
actually has devel oped into a standard service which |
referred to as dual | anguage servi ce.

And it is the nost efficient and best way to
provide a high |evel of service to all custoners in
that it would -- it is not consistent with previous
practices to take a service like that to try to put a
tariff on that, and it certainly wouldn't be practi cal
to do so in any event.

Q So going back to your definition of
I ncremental cost, how does that apply to that anal ysis?
A It does not apply because the decision has
been nade that it is an accepted standard business
practice that actually is the nost efficient way to
provi de service. So in that definition, and in ny
belief, the increnmental cost to providing dual |anguage

service is actually negative because it is the best way
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to provide service to all custoners, the nost efficient
way to provide service.

Q So there's no consideration of how the
conpany -- what costs were incurred by the conpany in
t hat instance?

A |"msorry, | didn't follow that question.

Q What | understood your statenment to be just
now is that in the instance of Spanish services, there's
no rel evance or bearing as to what costs were incurred
by the conpany to deliver those services in determning
whet her or not it should be a non-standard tariff?

A First of all, it's not a service to be
individually billed. But even if it were, it would not
be a situation where it would nerit a separate charge,
because it is now the standard service. It is the nost
efficient way. And the highest quality of service that
can be provided to custoners is to give an option to
custoners when they are engaged with representatives of
the conmpany to either transact in Spanish or in English.

Q What about budget billing?

A From a policy standpoint, | see no difference
bet ween budget billing and dual | anguage service.

Q And so, again, you would not show a
distinction in the costs that were incurred by the

conpany over and above its traditional billing services
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to devel op budget billing?

A Yes, that's correct. Budget billing was
determned to be the correct way to offer billing, a
billing option to custoners who choose to avai

thenselves of it, that there were natural efficiencies
of doing that and that there were benefits. And so that
was a determ nation and a policy determ nation by the
Commi ssion. And all of the conpanies in Florida offer
that as an option. It is not a service which |ends
itself to an increnental cost analysis and a separate
billing for that optional service.

Q Now, let's talk a little bit about this
filing. For neters that were presently, already
Install ed as standard neters, and basically nmany of them
never were changed out, how do you distinguish that from
budget billing and/or, for that matter, Spanish
services?

A | don't know that | do distinguish them \What
existed at the tinme is not part of the increnental cost
study. The increnental cost study is but for. And
these are costs that wll be incurred to provide this
optional service, and that was the basis of
M. Onsgard's testinony.

MR, JACOBS: Just one nonent, M. Chairman.

Thank you.
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1 CHAI RVAN GRAHAM  Sur e.

2 BY MR JACOBS:

3 Q One final question. You tal ked about the idea
4 of a regulatory lag and you indicated that it's a good

5 thing to address regulatory |lag, you know, to benefit

6 consuners.

7 That cuts both ways, doesn't it? In other

8 words, while you may want to engage in proceedings in

9 order to cut short the tine period when a conpany incurs
10 costs that are not recovered, isn't it also the sane

11 thing that you would want to mnimze the tine that

12 custoners are exposed to costs that they don't cause?

13 A Regul atory lag, | use it in the term of

14 | ooki ng at aggregate earnings and whether there is going
15 to be an unnecessary delay such that a conpany's

16 earnings would fall below a certain threshold |evel.

17 |"'mnot sure that | used that termin regard to whet her
18 there are rate disparities between custoner groups.

19 But | do -- | would acknow edge that if there
20 Is arate disparity, that if it is of such a magnitude
21 that it needs to be addressed, it could be done outside
22 of a rate proceeding, it wouldn't necessarily -- if

23 it's a question of one rate class not paying its fair

24 share, one is overpaying, one is underpaying, |'mnot

25 sure if that was renedi ed, whether it would have any
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| npact on the conpany's earnings. It could be revenue
neutral and just a reallocation of charges from one
customer group to another. So |I'mnot sure that your
analogy fits in the classic definition of regul atory

| ag.

Q The whol e concept is one of equity; you would
agree? And the equity for the conmpany, rightfully so,
shoul d be equal to the equity shown to its custoners;
you woul d agree?

A Well, | agree that there's equity between the
custoners and the conpany and its investors. That's one
of the fundanental principles of regulation is that
bal ance is struck. And if rates can be set to the
extent that earnings are maintained wthin a given
threshold limt and bottom that that serves the
I nterest of both custoners and investors.

Q So | don't want to retrack ny ground. Let ne
just ask this one final question. As a matter of
regul atory fairness and as a nmatter of equity, if a
conpany is aware that its custoners are paying costs for
charges they don't cause, isn't it incunbent upon that
conpany to seek a renedy on that as quickly as possi bl e?

A | would think it would depend upon the facts
of each individual circunstance. But if there is a

situation that is -- that it's necessary to address, |
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1 think it's within the discretion of the conpany to nmake
2 such a filing. |If it's going to be done outside of the
3 context of a rate case, it nay have to be done on a
4 revenue neutral basis. |It's also within the discretion
5 of the Commission, if it's determned that there was a
6 disparity between rate classes, to show cause why there
7  should not be a change.

8 Q Right. And you indicated that it m ght not
9 i nvolve -- but isn't it true alnost by definition that

10  when you woul d engage in that process, you would do a

11 cost -- sone kind of cost analysis or cost review, cost

12 of service review?

13 A Yes, that woul d be necessary to determne if

14 there is a disparity in the rates.

15 Q Al right. Thank you, M. Deason.

16 A Thank you.

17 CHAl RVAN GRAHAM M. Skop.

18 MR, SKOP: Thank you, M. Chairman. |'IlIl try

19 to make this quick given the |ate hour.

20 CROSS EXAM NATI ON

21 BY MR SKOP:

22 Q Good afternoon, M. Deason.

23 A Good afternoon.

24 Q If I could get you -- | just want to ask a few

25 questions about your direct and rebuttal testinony. |If
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| could get you to turn to page 4, line 16 through 21 of
your direct testinony, please.

A Yes.

Q Ckay. In that passage, you tal k about fixing
fair, just and reasonable rates for the custoner
classes. And | won't go into great detail, but
M. Onsgard previously testified that in relation to the
depl oynent of smart neters and AM technol ogy, that
there's approxi mately 100, 000 busi ness custoners that
still don't have smart neters, that still require having
their meters read nonthly and that are not paying the
NSMR charges that ny client is forced to pay.

So to the extent that we're tal ki ng about
fair, just and reasonable rates, how does FPL or how do
you di stingui sh between allow ng those free riders and
whether, in fact, this tariff should be postponed until
everyone i s on board so that we don't have these
I nequities that you refer to?

A Well, | agree with the answer that M. Onsgard
gave to that question in that that is not an optiona
service for those custoners at this point. There is
still a transition going on with the depl oynent of that
t echnol ogy for those custoners.

Q So FPL nmakes the rules of who is non-standard

and st andard?
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A No, | wouldn't characterize it as FPL nekes
the rules. FPL does have a responsibility to depl oy new
technol ogy in the nost reasonable and efficient manner.
And apparently it was their judgnent that the way they
did that with their depl oynent was the best way.

And, as has been indicated before, that's
really not a matter that's before the Conm ssion at
this tinme as to whether the decision to deploy the
smart neters or even the fashion in which that
depl oynent took place is an issue in front of the
Commi ssion at this tine.

Q | understand. |'m not questioning the
prudency of the decision that the Conm ssion nade. |
was on the Comm ssion when that decision was nmade. What
| am questioni ng, though, is your testinony
substantially speaks to the equities, the need to have
fair, just, conpensatory rates.

But | think you would agree, would you not,
that this |arge group of custoners, which is roughly
three or four times or even higher the nunber of
residential custoners that don't want a smart neter, has
significant cost drivers associated with reading those
neters every nonth; is that not correct?

M5. MONCADA: Again, M. Chairman, M. Deason

here is not a cost of service wtness. He's here
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to tal k about policy. And | believe M. Skop's

guestion goes to the cost of serving certain

cust oners.
CHAl RVAN GRAHAM  |I'm sorry, one nore tine.
M5. MONCADA: Sure. | believe M. Skop's

question was directed at the cost of serving
certain custonmers, and M. Deason is not here to
testify on that subject.

MR SKOP: M. Chairman, with all due respect,
Is does not go to the cost of serving the
custoners. It goes to the regulatory --
wel | - est abl i shed regul atory ratenaking principle of
not having free riders, not having
cross-subsi di zati on and making sure that fair rates
are conpensatory and fair, just and reasonabl e.
And here you have an entire class of custoners
that's getting the free ride, yet M. Deason's
testi nony excl usively focused on why we shoul dn't
have di scrimnatory and cross-subsidies. But
that's exactly what's going on for this large group
of custoners.

CHAI RMAN GRAHAM  Can | hear the question?

MR, SKOP: Yes. Onh, the question?

CHAI RVAN GRAHAM  Yes.

MR, SKOP: The question was is it fair for
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1 this large group of custoners, business custoners,
2 to have a free ride here in light of the testinony
3 given by the witness that the rates need to be
4 conpensatory and, frankly, there should be no
5 Cr oss- subsi di es.

6 M5. MONCADA: Rephrased in that manner, |I'm
7 okay.

8 CHAI RMVAN GRAHAM | was just going to say |
9 think it's okay for himto answer the question in

10 hi s opi ni on.

11 THE WTNESS: First of all, | can't accept the

12 term nology of "free riders.” That gives the

13 I npression that custoners have exerci sed sone

14 choice and that they are taking benefit or

15 unjustified benefit.

16 What we have here is a deploynent and a

17 schedul e for deploynent. And the custoners that

18 still have a neter that is required to be read, it

19 wasn't their choice to choose that. It was stil

20 the standard service that's being provided to

21 t hem

22 If it were possible to have an instantaneous

23 depl oynent of smart neters for all custoners,

24 per haps there would be a situation where that

25 argunment could be nmade, but that's not factually
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the case. And it wouldn't be fair to those

custoners to have them pay a hi gher charge when

they' re not exercising an option which places

hi gher costs on the conpany.

MR, SKOP: And, M. Chair, | won't bel abor the
point, but | think that goes to the point | nade in
nmy openi ng statenment about redundancy of cost
collection in base rates and now wanting to charge
custoners in this tariff. Certainly these neters
are being read, and FPL is not doing it for free,
so there woul d be sone inherent overlap in base
rates, but ['ll nove on.

BY MR SKOP:

Q Wth respect to that sane passage of
testinmony, |I'll direct you to page 4, line 16 through
21. You tal k about being unfair to custoners; nanely,
the cross-subsidizations. And | would ask in that
| i ght, again, since your testinony talked about what
policy this Comm ssion should follow and why, is it
equally inherently unfair for FPL to be allowed to
profit when they failed to deliver the savings that
would inure to the benefit of ny client, who is now
being asked to pay nore to keep her existing neter?

M5. MONCADA: M. Chairman, | object. This

Is, again, a referendumon prior rate case
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1 deci sions made by this Comm ssion. The Prehearing
2 O ficer entered orders directly speaking to the
3 fact that that was not an issue in this case.
4 CHAl RVAN GRAHAM M. Skop.
5 MR SKOP: M. Chair, again, I'mnot going to
6 the past rate case. |I'mnot looking to re-litigate
7 that. [I'mnot |ooking at adm nistrative finality.
8 I"'mlooking at FPL nmade a conmtnent to this
9 Comm ssion, to nmy client, that would inure to them
10 to the general body of ratepayers and, frankly,
11 that hasn't been delivered. So we're talking about
12 the cost of putting a tariff on custoners that want
13 to keep what they had in the context of things.
14 Al'l things being equal, there would be no
15 addi ti onal cost.
16 But I'Il just nove on because it's late in
17 the hour. | nean, we're going to have the sane
18 objection on this. But it's evident to ne that
19 FPL doesn't want to tal k about past comm tnents.
20 M5. MONCADA: M. Chairman, |I'msorry, | have
21 to interrupt here. This is, you know, going on the
22 second or third tinme that he wishes to editorialize
23 I nstead of asking a question and taking evidence
24 fromthe w tness.
25 MR SKOP: | wll ask a question,
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1 M. Chairman.
2 BY MR SKOP:
3 Q M. Deason, if | could now get you to turn to
4 your rebuttal testinony, page 3, lines 13 through 14.
5 A Yes.
6 Q Begi nning on line 13, continuing on |ine 14,
7 you state, "The Conm ssion found FPL's AM project
8 prudent and specifically directed that the project not
9 be del ayed." Can you el aborate on what was it that
10 inspired the Florida Public Service Comm ssion to |et
11 FPL go spend billions of dollars on AM roll out?
12 A Vell, I"'mnot aware of the specifics of this
13 particular issue. | can speak in terns of policy. And
14 that 1s the Comm ssion does not require conpanies to
15 depl oy capital for benefit of custoners unless it is
16 determ ned that that deploynent will in fact benefit
17  custoners. And | would think that that woul d have been
18 the general policy statement wth the Conm ssion is that
19 the investnent in the smart neters provi ded custoner
20 benefits and it was the prudent thing to do.
21 M5. MONCADA: And | know this is belated, but
22 M. Skop's question included the word "billions" in
23 there, and | don't think that there's been any
24 evi dence that the conpany spent billions on the
25 depl oynent .
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MR SKOP: I'll rephrase, hundreds of
mllions.

CHAl RMAN GRAHAM  The answer is the sane.

4 BY MR SKOP:

Q Thank you.

Do you have any reason to doubt, in light of

7 the statenent you nmade there, that direction the

8  Comm

ssion was predicated upon the savings projected by

9 FPL associated with that i nvestnent?
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M5. MONCADA: Again, M. Chairman, this is al
goi ng back to a referendum on the decisions already
made by this Comm ssion. And | can point you to
direct | anguage in an order issued by the
Prehearing O ficer that describes the scope of this
proceedi ng, which is what the costs are and who
shoul d bear the costs, whether it should be the
cost causers.

CHAl RVAN GRAHAM  Mary Anne.

M5. HELTON. M recollection is that
Comm ssi oner Edgar, | think as Prehearing Oficer,
did say that this would not be a revisit of the
Conmmi ssion's decision to approve the rollout of the
-- | call themsmart neters, I'msorry, | can't use
the acronym because | can't renenber what the

acronymis -- of the smart neters. This is about
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the tariff that has been filed by Florida Power &
Light to have custoners pay for the option of not
having a smart reader register electricity usage at
their residence.

CHAl RVAN GRAHAM M. Skop.

MR, SKOP: Thank you, M. Chair. Again, | was
just merely making inquiry of the witness's own
rebuttal testinony that specifically cited the
Comm ssion's direction and directed that the
project not be delayed. And I was just nerely
asking the witness why the Conm ssion would do
that. | think that's fair ganme. | nean, | know
the reason, but, again, | would |like to hear it
fromthe w tness.

Again, | think we'll nove on in the interest
of tinme since we don't want to tal k about
comm tnents that have been nade in the past. But
with that, M. Chairmn --

M5. MONCADA: | had the mc off, | apol ogi ze.

| would like to nove to strike M. Skop's
| ast statenent.

CHAI RMAN GRAHAM | can strike that.

MR, SKOP: Thank you, M. Deason.

M. Chair, wiwth that, no further questions.

CHAl RVAN GRAHAM  Ckay. Staff.
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M5. BROMNLESS: No questions.

CHAl RVAN GRAHAM  No questions of M. Deason.

Conmmi ssi oners.

(Negati ve response.)

CHAI RMAN GRAHAM  No questions of M. Deason.

Redi rect.

M5. MONCADA: No redirect, Comm ssioner.

CHAI RMVAN GRAHAM  kay. Exhibits.

M5. MONCADA: FPL would like to nove one
exhibit, and | believe it is Nunber 7, yes, Exhibit
Nunmber 7 on staff's conprehensive exhibit |ist.

(Exhibit No. 7 was received in evidence.)

CHAl RVAN GRAHAM  (Okay. OPC doesn't have any
exhibits, correct?

MR, REHW NKEL: No.

CHAI RMVAN GRAHAM M. Jacobs.

MR, JACOBS: M. Chairman, we would nove
Exhi bits 27 and 29.

Any objections to 27 or 297

M5. MONCADA: Not to Nunmber 27, but | do
object to Exhibit Nunber 29. It was presented to
M. Deason and there was not a single question
asked about it.

CHAI RMAN GRAHAM  That is correct.

MR JACOBS: That's correct. Wthdraw.

Premier Reporting

Reported by: Michelle Subia



Florida Public Service Commission 9/30/2014

348
1 CHAI RVAN GRAHAM  So j ust 277

2 MR JACOBS: Yes.

3 CHAl RMVAN GRAHAM  We will enter Exhibit 27

4 into the record.

5 (Exhibit No. 27 was received in evidence.)

6 CHAl RVAN GRAHAM  Woul d you like to excuse

7 your W tness?

8 M5. MONCADA: Yes, M. Chairman. Thank you.
9 CHAl RVAN GRAHAM  Now | guess the question |
10 have is we have one wtness left.

11 M5. BROMLESS: Excuse ne, Comm ssioner,

12 before we | eave the exhibits, what about Exhi bit
13 Nunber 287?

14 CHAl RVAN GRAHAM  It's just 27.

15 MR JACOBS: Exhibit 28 | thought was already
16 in the record.

17 M5. BROMLESS: It is already in the record,
18 but | didn't know --

19 CHAl RMVAN GRAHAM W just | abeled it for --
20 M5. BROWNLESS: Cross exam nation purposes

21 only?

22 CHAI RVAN GRAHAM  Yes.

23 MR, JACOBS: Right. | should have said that.
24 CHAl RVAN GRAHAM  The question is we have one
25 witness left. Do we want to stay and do the one
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W tness or cone back and do the one w tness?
M5. BROMNLESS: | would like to stay, please.
MR. SKOP: It's at the discretion of the
Chai r man.
CHAI RVAN GRAHAM  Ckay.
MR JACOBS: | would lIike to abide by your
wi shes, M. Chairman.

CHAl RMAN GRAHAM  All right. Let's take a

qui ck break, three-m nute break, and we will finish

up after that.
(Whereupon, a recess was taken.)
CHAl RVAN GRAHAM M. Jacobs, your wi tness.
Go ahead.
MR JACOBS: Thank you, M. Chairman. We'l|
call Ms. Marilynne Martin.
Ther eupon,
MARI LYNNE MARTI N
was called as a wtness, having been previously duly
sworn, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY MR JACOBS:
Q Good afternoon, Ms. Martin.
Help me out here. It is on?
Q Yes.

CHAI RVAN GRAHAM  It's on.
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BY MR JACOBS:

Q Wul d you state your nane for the record,
pl ease, and address?

A Marilynne Martin, 420 Cerromar Court, Veni ce,
Fl ori da.

Q Ms. Martin, you appear here today as a W tness
in this proceeding; is that correct?

A Correct.

Q And have you had the chance to file prefiled
testinony in this case?

A Yes, | did.

Q And in addition to that prefiled testinony, do
you have exhibits that have been filed in this
proceedi ng?

A Yes.

Q Ckay.

MR JACOBS: M. Chairman, | believe those

exhi bits have been marked as Exhibits 8, 9 and 10.

CHAl RVAN GRAHAM  That's correct.
MR JACOBS: M. Chairnman, we woul d request
that the prefiled testinmony of Ms. Marilynne be

i ncluded in the record as though read.

CHAIl RVAN GCRAHAM  We will enter Ms. Martin's
prefiled direct testinony into the record as though

read.
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1 MR JACOBS: Thank you.

2 (Whereupon, prefiled testinony inserted.)
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BEFORE THE PUBLIC SERVICE COMMISSION
MARTIN, ET AL PETITIONERS
DIRECT TESTIMONY OF MARILYNNE MARTIN
DOCKET NO. 130223-El

JUNE 24, 2014

TABLE OF CONTENTS
I. INTRODUCTION
II. BACKGROUND
III. COST PRINCIPLES BEING APPLIED
IV. COST ANALYSIS — UPFRONT COSTS
V. COST ANALYSIS - O&M ONGOING COSTS

VI. CONCLUSIONS

I. INTRODUCTION

Q. Please state your name and address below.

A. My name is Marilynne Martin. My address is 420 Cerromar Ct., Unit 162, Venice, FL

34293.

Q. Please describe your professional background.

352
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A. Tam an accountant and I have over twenty-five years experience in the field of
accounting and financial management for large corporations in the consumer products
manufacturing, telecommunications, directory publishing and banking industries. Most of
my experience has been in financial planning and analysis, financial systems design and
implementation, SEC accounting and cost allocations. I started my career in banking and
then became an auditor for Cooper’s & Lybrand. I became a Certified Public Accountant
in New York State in 1983. While at Coopers & Lybrand I was assigned to the New York
Telephone Company and the AT&T divestiture audit. I then spent a total of 11 years at
NYNEX Corporation working in various corporate accounting and divisional controller
roles. While in one role at Telesector Resources Group, a share service entity, [ had
responsibilities for cost allocations ensuring costs were properly allocated so that cross-
subsidies among the regulated and unregulated groups did not occur. I then went on to
Cablevision for a year as a financial planning specialist working on their new voice
product Optimum Voice that at the time was in development and field-testing. After that [
spent over eight years with Estee Lauder Companies Inc. first leading their financial
planning and corporate allocation functions. I was then appointed to Vice President
Corporate Controller and after that I led a special projects team, the most notable project
being the initial implementation of the Sarbanes Oxley internal control review. I have
been semi-retired since 2006. I hold a Bachelor of Science Degree in Accounting from

Hofstra University. ( see Exhibit MM-1)

Q. Please describe your status in the proceeding.
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A.Tam an intervenor in this docket and I have been on the Florida Power & Light

“postpone” list for smart meter installations since 7/31/12.

Q. What is the purpose of your testimony?
A. The purpose of my testimony is to discuss the cost principles, methodology, and cost
allocations being used by the Commission and FP&L to determine the cost basis of the

Non-Standard Meter Rider (“NSMR”) tariff filed by FP&L.

Q. Are you sponsoring any exhibits?

A. Yes. I am sponsoring exhibits MM-1 through MM-3

Q. Please summarize your testimony.

A. My testimony challenges the methodology and underlying inputs for the calculation of
purported incremental costs for the NSMR. This calculation, as proposed in this docket,
it is not a detailed, thoughtful analysis, and is not consistent with historical tariff
requirements by the Commission. The NSMR terms proposed by FP&L in this matter
represent a punitive policy towards consumers, and serves only to artificially repress the

demand for an alternative to measuring electric service by smart meters.

Q: Did you personally experience FP&L’s customer engagement and field
operations related to the deployment of the AMI program?
A. Yes. FP&L sent out postcards in my service area in July 2012 stating they would be

coming to replace the meter. I called the number provided on the postcard on July 31,
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2012 to alert them I did not want a smart meter installed. The representative told me I
would receive a call back from another department in 2 days. I received a call from
FP&L representative Toni Tookes a few days later. After a discussion with Ms. Tookes,
where I explained I lived in a condo and had an electric panel with 10 meters right behind
my bedroom wall and it was unacceptable to establish their communication relay network
in that location, she finally told me she would put me on a delay list. I then placed a

notice not to install smart meters on the electrical panel.

In August I happened to be home when the contractor came to install smart meters. He
was installing smart meters on the adjacent building in my condo association when |
approached him and told him not to install the meters on my building. After that
encounter [ spoke with a Ms. Cynthia Guido at FP&L executive offices. She told me |
could not stop the installation of the other meters and that customers had to put
themselves on the delay list. In my 10 unit building only two of us live here full-time, the
rest are either investors or snow birds. [ had to go through the process of contacting the
other residents who were up north at the time and have them call to get on the delay list.
The other residents were unaware of the smart meter installation, as “current resident”

mail does not usually get forwarded.

An important point is that the postpone list option was not made known to the public and
was very difficult to get on. You needed to be firm with the customer service

representatives that you did not want the meter. Also many months prior to the issuance
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of the Smart Meter Briefing Report on February 11, 2013, customers were being told

there would be a charge to retain their meter.

Q. What review did you undertake for your testimony?

A. T attended the Smart Meter Workshop on September 20, 2012 and reviewed the
material submitted in that workshop. I also reviewed the materials submitted in this
Docket as well as the testimony on smart meters by Ms. Santos in the 2008 and 2012 rate
case filings. In addition, I reviewed related dockets such as Docket 130160, which FP&L
filed in 2013 pertaining to smart meter communication issues. In addition, I reviewed the

opt-out fee filings of other states.

II. BACKGROUND
Q. Are there any general observations you have regarding the deployment method
used for the smart meter project?
A. Yes. First, it is important to understand the method of deployment used by FP&L for
the AMI Project. Large multi-year projects can be implemented in one of two ways;
either a phased implementation or all at once, what is called “big bang”. FP&L chose a
phased implementation, which means instead of installing all the smart meters and
activating the new standard service all at once (commonly referred to as a big bang
approach), they did the installation and activation on a service area by service area

schedule. Each service area became activated with the new operations on different dates.
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The type of implementation becomes relevant when evaluating the reasonableness of the
costs submitted by FP&L, as well as in determining who is the true “cost causer” that

should bear the responsibility of the costs being incurred.

Second, it is important to understand that costs will vary significantly as to the timing of
when this optional service is elected. FP&L is still in implementation “project” mode.
Although substantially completed, they still have approximately 200,000 customers
outside of the Miami-Dade area where smart meters have not yet been deployed. This is
expected to occur in 2015. After they complete this implementation they will close their
project and enter a “ready state” mode where all their service areas will be activated with
the new smart meters. At that point a customer residence will either be equipped for

service with the old meters or the new smart meters.

There are significant costs differences between taking this service in the project mode
versus taking this service in the ready state mode, specifically project capital avoidance

savings that I will discuss later. The tariff approved did not address these differences.

Q. Are there any general observations you have regarding the method of
determining incremental costs used in this tariff?

A. Yes. First. The determination of incremental costs is highly skewed to advantage
FP&L at the expense of the NSMR customers. It appears they have only identified the
additional costs that will be incurred, while leaving out the analysis of the costs that will

be avoided or reduced by the NSMR customers in the future, and failed to calculate costs
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which are likely to be readily absorbed through existing rate recovery. In order to arrive
at the true incremental costs you need to look at both sides of the equation to arrive at the

net incremental costs.

In addition, the timing of requesting this charge, in isolation of the review outside a
general rate case where this would typically be performed, does not produce fair and
reasonable rates for the NSMR customers. The incremental costs that FP&L seeks to
recover in this tariff are for services generally included in basic rates. Basic rates do not

currently reflect the economics of the new standard smart meter service.

Q. Please describe how these timing issues create concern?

A. As mentioned above, the incremental costs under review are for services covered
under base rates, which are typically reviewed in detail in general rate cases. It is difficult
to arrive at fair and reasonable rates by looking at them in isolation. For example, FP&L
has claimed they need additional customer service personnel for this service. Before extra
personnel should be approved, I maintain that a more objective analysis of these costs is
required. This analysis is a decision tree of sorts, in which you need to evaluate a range

of elements.

First, one must evaluate whether the existing work flows and functional units can absorb
workload associated with the NSMR under existing budget allocations, and second, will
the transition to the AMI program remove or diminish other activities that will not be

performed in that unit and thus offset the volume of work added in relation to the NSMR
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activities. In the case of the purported incremental costs FP&L cites for the Call Center,
the company should address and demonstrate the relative impacts on work flows and
functional units as customers without smart meters reduce the volume of calls relating to
the energy dashboard, or reduce demand or enrollments in other services offered for the
smart meter customers. The true impacts when analyzed fully as I believe an objective
incremental cost calculation would do, may demonstrate that net incremental cost do not
really exist. Another example is the repair and maintenance costs of smart meters.
Setting aside for the moment the issue of comparative costs of maintenance and repair of
smart meters versus analog meters, it is accepted that analog meters used by opt out
customers do not contain communication modules. Any repairs or service issues for
communication problems, such as those reported by FP&L in Docket 130160 will not be
incurred for these customers and thus, there will be reduced workloads in the repair and

maintenance areas.

Second, if there are not offsetting reductions in work for the NSMR customers but the
work can still be absorbed with the existing staffing levels, there would be a need for a
cost allocation. You would determine the appropriate cost to charge these customers and
make a corresponding adjustment to reduce the costs in basic rates. Since the NSMR
customers participate in both pools, they would share in the reductions of base rates as
well as be charged for the NSMR service. By handling it outside of the rate case this
analysis and cost allocation process gets bypassed creating inequities for the NSMR

customers.



10

11

12

13

14

15

16

17

18

19

20

21

22

360

Q. Are there other concerns regarding timing of this charge that create inequities?
A. Yes. The biggest concern is in regards to project savings. These savings have not been
reflected in base rates and were not accounted for in the recent rate case settlement.
Without an objective analysis of the savings generated by the transition to the AMI
program, then efforts to project incremental costs in the manner suggested by FP&L, i.e.
by stating that the project is completed and it is time to recover these costs through
compensatory tariff rates, is null and void unless FP&L is willing to adjust base rates to
reflect the project savings. In the tariff as filed, FP&L wants their cake and then to eat it
too, so to speak. This project was originally approved in the 2008 rate case based on
annual O&M savings of $36 million dollars. However, current rates are based on a 2013
test year, which does not fully reflect the new cost of service for the AMI program, now a
new standard service, as the project was not anticipated being completed until September
2013. Current rates reflect a project mode, not “ready state” and include net project COSts
of $3.7 million, rather than net savings. The costs included in 2013 basic rates are a
hybrid of both the smart meter and the analog meters; reflecting costs to read 453,000

analog meters through 2013.'

It seems more practical to avoid developing any compensatory rates related to the NSMR
until the FP&L cost of service accurately reflects its true costs under the AMI program.
The more proper approach would be to capitalize the AMI program operations until such

an analysis is complete. As Witness Onsgard confirms, all costs included in the NSMR

1 See FP&L Response to Office of Public Counsel Ninth set of interrogatories no. 173, Docket
#120015
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revenue requirement are incremental to the costs recovered through base rates. > Now
that the operational savings anticipated from the meters — estimated at $40 million — are
not projected to appear before 2015, that seems to be the most appropriate time to begin

consideration of any rate issues related to a NSMR.

It is improper and nonsensical to look at this analysis, and the impact of the NSMR on
operations in a vacuum, as suggested in this docket. One must ask to what extent are
FP&L’s base rates calculated on expenses that FP&L is not now incurring. That is, if the
anticipated savings from the smart meters are understated in the test year for base rates,
and now FP&L is in fact realizing significantly higher savings than projected in the test
year, how should this situation be addressed? Even, more significantly, should the
company engage in a “true up” of actual economic impacts before imposing a surcharge
based on opt out customers, in the face of the negligible impact of opt out customers on

FP&L’s overall costs.

Q. Why should the Commission be concerned over long-term policy implications if
it approves this tariff?

A. The policy implications are very important because of the nature of these NSMR fees,
in relation to the totality of circumstances surrounding the AMI program which bear huge
impacts and represent a message the Commission sends as to regulatory management
practices. Specifically, FP&L has indicated that they developed the postpone list as early

as August 2010, and decided to maintain a postpone list until the end of the entire project

Z Direct Testimony of Robert A. Onsgard, page 19.
3 Docket No.120015-EI, Rebuttal Testimony of Marlene E. Santos, page 6.
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before making a decision on how to handle the customers refusing a smart meter. This
management of the postpone list might make sense in a big bang implementation but not

in a phased implementation as was done in the FP&L deployment of the AMI program.

The body of customers not interested in utilizing a smart meter was evident early on in
the implementation process. FP&L had enough information at the time of its 2012 filing
in January 2012 and should have requested this tariff at this time. At the end of December
2011, there were more than 1,300 customers on the postpone list and at the time of the
settlement of this rate case in November 2012, they had over 20,000 customers.
Additionally, statements by FP&L at the Commission staff workshop on September 20,
2012, clearly demonstrated this knowledge and awareness. Based on the responses to the
OPC’s production of documents requests, FP&L started evaluating the costs to offer an
opt-out provision in 2011. In addition, dating back to 2011, a general response in the
electric industry to the issue of customers opting out of smart meters was to offer an opt-
out option. I have included a report entitled ‘“National Action Plan — Communication
Plan Umbrella — Action Guide — Part 17, dated July, 2011, included as Exhibit MM-3,
which was published by an industry group in which FP&L has membership, to document

this industry-wide position.

Thus, FP&L should have managed and optimized their operations in relation to these opt
out customers throughout the implementation process. This is especially so given the
substantial operational changes which FP&L asserts were required simultaneously to

implement the smart meters. To approve the methodology proposed by FP&L is to
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tacitly approve a management practice that waits until the end of the project to recognize
that the transition caused operational inefficiencies and up-front costs that fuel the
specter of subsidization. Proper project management calls for a quick resolution. It is
inappropriate to wait until the end of the project in a phased implementation to consider
overall functional impacts. To approve this management practice is to approve a policy
which serves to distort and repress the actual public interest favoring an alternative to

participating in the AMI program.

Q. Does the Smart Meter Briefing Report provide adequate support for applying
these cost principles used in the NSMR tariff?

A. No. Both the Commission and FP&L are pointing to the Smart Meter Briefing Report
as their source and justification. However, the Commission has an obligation to review
the circumstances that require the use of these cost principles at a level consistent with
the analysis related to burial of overhead power lines in Rule 25-6.115, Florida

Administrative Code.

Q. Should this filing be viewed as a revised tariff or optional services?

A. It is debatable. By nature of the plan of implementation selected by FP&L, a phased
approach, and their use of a postpone list for approximately four years, it is a stretch to
call this a “new” optional service. Customers have been receiving this service for a long

time and arguably the services are paid for through basic rates. Since this service was in

12
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place at the time of the settlement without an existing tariff, one can reasonably question

how it is considered a “revised” tariff or “new optional service.”

III. COST PRINCIPLES BEING APPLIED

Q. Can you describe the cost principles being applied for this tariff?

A. Yes. FP&L’s tariff filing, and the Commission’s Orders related thereto determine the
rates for the NSMR tariff based on two cost premises. First, that a non-standard service
should be cost-based so that the general ratepayer is not subsidizing any costs for those
ratepayers choosing the service (“cost causer’’). And second, that incremental costs
associated with the non-standard service should be used to determine the tariff amount.
These two principles were referred to as “long-standing” practices used by the

Commission to fix just, reasonable, and compensatory rates.

Q. What general observations did you make regarding the cost principles applied in

this filing to support the non-standard tariff service amounts?

A. The NSMR tariff imposes a monthly surcharge on customers who opt out of the FP&L
Smart Meter program. It relates to existing customers retaining existing services, with
existing service delivery equipment. Contrary to the testimony of FP&L Witness

Onsgard, I am of the view that customers who opt out of the FP&L AMI program impose

13
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little if any incremental operational costs to FP&L’s cost of service. The FPSC must
therefore undertake a careful, and reasoned analysis of any costs allocated to these
customers by FP&L, and the associated charges, to ensure that there is no discrimination
as to the rates the opt out customers pay versus the general body of ratepayers. The cost
justification offered by FP&L in this tariff case discriminates against the “opt out”
customers by attributing highly speculative “incremental” costs to those customers who
choose to opt out of FP&L’s smart meter program, and by determining that these
uncertain costs justify additional, recurring surcharges to these customers that no other

customers pay, again to retain services that have not changed in any respect.

Q. On what basis do you reach this conclusion?
A. FP&L witnesses cite a number of areas where additional operations are necessary to
accommodate customers taking service using analog meters. As discussed more fully

below, the evidence used to support these additional efforts is not rational or reasonable.

Notwithstanding that these are historical procedures adhered to by the Commission, their
application in this proceeding is highly questionable. As to the cost subsidization
concept, the evidence produced by FP&L to support the existence of a cost impact by opt
out customers lacks credibility. FP&L fails to demonstrate that the company deserves to
charge opt out customers for keeping their existing meters, particularly given the nature
of existing operations related to analog meters, and the totality of circumstances

surrounding the implementation of smart meters.

14
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As to the second principle, i.e. the allocation of this “incremental cost” to opt out
customers, FP&L fails to appropriately perform a complete cost and benefits analysis for
the NSMR, and the underlying impacts on FP&L operations. Any attempt to charge opt
out customers must be scrutinized to ensure that it is rational. As described more fully

below, FP&L has not met that burden in this docket.

However, should the Commission find that FP&L can identify true incremental costs
based on the withdrawal of opt out customers from the smart meter program, I maintain
that, in contrast to the overall scope of the smart meter program, and the uncertainty in
the overall economic benefits, any incremental costs attributed to opt out customers are
negligible to the overall program. It is absolutely reasonable that where a non-standard
service imposes deminimus costs, a special surcharge might be waived and those costs

can be shared by all ratepayers.

Q. Is there any history of FP&L foregoing charges for non-standard offerings?

A. Yes there is. A review of FP&L’s current service offerings finds that FP&L offers
many non-standard services without charge. For example, there are no fees for: 1)
accessing the Spanish Customer Services or receiving FP&L information in Spanish; 2)
TDDY; or 3) budget billing services. Each of these represents a non-standard service that
benefits only a segment of its customers but the costs are borne by the entire ratepayer
population. Certainly there were incremental costs associated with establishing such
services when originally initiated and there are on-going maintenance costs associated

with offering these services, but it appears those costs are borne by all ratepayers. In the
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case of TDDY services you can justify the lack of fees, as it is required to accommodate
the disabled under the American With Disabilities Act. The Commission has not justified
why the other services such as Spanish customer service or budget billing can be offered
without charge and the costs of service absorbed by all ratepayers, but NSMR customers

must be charged. So the cost principle appears to be discretionary, not mandatory.

It is important to mention some of the reasons for customer refusal of a smart meter, as
they are not frivolous. An examination of the consumer correspondence file in this docket
will reveal that many customers have a sensitivity to the communication equipment used
in the smart meter and some have medical implants and their doctors have advised them
to avoid equipment with radio transmitters. Similar to a customer who may not have a
strong command of the English language and has special needs, these customers have

valid special needs that warrant an alternative service offering.

The Commission has a responsibility to make sure rates are not discriminatory and that
they are fair, just and reasonable. In reviewing the use of this long-standing principle,

this case contains fundamental inconsistencies in applying this principle.

Q. The use of the cost principle has been compared to that used for burial of
underground wires, is that appropriate?

A. No. FP&L suggests that the NSMR tariff can be compared to the current practice of
charging for the burial of overhead wires at a customer request. This is not an appropriate

comparison; it is like comparing apples to oranges.
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In the case of a customer request for burial of overhead wires, it is clearly a new service,
and the company’s efforts to initiate improvements to the transmission lines are measured
and quantifiable. This request clearly falls outside of normal, customer support and

service delivery guidelines for on-going operations.

In the case of the NSMR tariff, the retention of analog meters is not a new service for
FP&L; indeed, the procedures necessary to support analog meters have been in place in
the company for most of its existence. The major change is the deployment of 4 million
meters that impose drastically different operational support requirements on the
company. In this context, FP&L’s initial practice over four (4) years seems more rational
to allow customers living in the same exact residence as when the meters were deployed,

to opt out for no charge.

Following the logic of FP&L in comparing the smart meter opt out paradigm to the
paradigm of the burial of power lines, leads to some troubling questions regarding the
proposed adoption of the NSMR. In the case of the burial of power lines, the
Commission engaged in a deliberation of the process and standards to apply when
converting overhead facilities to underground facilities, and adopted an extensive rule as
a result; Rule 25-6.115, Florida Administrative Code. This rule establishes the
requirements for a tariff to impose charges, and goes so far as to offer the
customer/applicant for this service the opportunity to challenge an electric utility’s cost

estimates to complete the service.
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The smart meter deliberations have taken place at a high level, and have not covered the
level of detail on actual implementation specifications as covered in Rule 25-6.115 for
burial of power lines. Most notably, Rule 25-6.115 addresses details and establishes

standards for the calculation of the incremental costs to the utility.

By contrast, in the name of developing a cost-based tariff, and without a granular
analysis, FP&L seems to make general assumptions for opt out customers, which in the

glare of common sense, seem highly speculative.

IV. COST ANALYSIS — UPFRONT COSTS

Q. What are the upfront costs FP&L has included in the tariff?

A. FP&L is asserting that they have upfront capital costs of $2.1 million primarily for
system changes and $368,000 in O&M expenses relating to customer brochures, research
and mailings. FP&L is claiming they have handled these customers for the past four years
outside their systems and need to make system changes to properly identify customers as
NSMR and adjust associated workflows for meter readings and repairs. These changes
account for approximately $865,000 of the system costs. The remaining $1,223,000

relates to system changes necessary to bill these customers for the NSMR service.
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Q. Was the methodology utilized by FP&L to calculate the estimated number of
NSMR customers appropriate?

A. No. The decision by FP&L to allocate the incremental costs across 12,000 customers
when there is evidence that at least 24,000, if not 36,000 customers have substantial
reservations about the program by signing up for the initial postpone list is not justified.
The evidence presented by FP&L to support its choice of the 12,000 relies heavily on
purported experience of other utilities around the country. However, the analysis of
FP&L unnecessarily skewed this data to reach a lower estimated number of enrollees.
For example, FP&L should have also excluded Sumter & Lakeland FL from their
schedule, as these are small operators and not representative of FP&L. As stated, the
inclusion of these estimates significantly skewed the estimates of take rates downward.
Without a more discreet review of the inputs and assumptions in the estimates of NSMR
customers, the analysis is insufficient to support the conclusions of FP&L. The 24,000 —
36,000 customers who sought relief from the smart meters prior to any suggestion of an
opt out charge, are the best evidence of the potential audience for the number of
customers who would opt out of the program if the Commission were to adopt a

reasonable and rational opt out policy.

FP&L witness Onsgard indicated in his testimony that one of the benefits to the use of the
postpone list was to quantify the number of customers who expressed concerns about
smart meters. It defies logic, not to use that number to calculate the NSMR population.
By using a lower population estimate you artificial increase the costs per customer and

essentially out price the fixed and lower income populations from affording such option.
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The methodology creates a self-fulfilling prophecy, resulting in a lower population able

to pay the service fee and is discriminatory against the lower income customers.

Q. Should the costs identified by FP&L for upfront customer enrollment in the
NSMR be allowed?

A. No. The Customer Care one-time Enrollment fee relates to the customer care
activities to enroll the estimated 12,000 customers in the initial program and should be

disallowed because they are excessive and FP&L should be considered the “Cost Causer’

and bear the costs.

Most of the prospective enrollees were self-motivated, as indicated by the early enrollees
on the postponement list. Based on my experience and that of other intervenors, which
is corroborated by the consumer correspondence in this docket, FP&L did not properly
inform customers in the initial deployment. Thus, most of the customer relations’ effort
was necessary to resolve confusion resulting from the initial lack of customer
engagement. Had FP&L conducted a true phased process, with customer input, there
would have been no real project justification to create and maintain a postpone list for 4
years. These costs would not have been incurred if FP&L made a decision quicker in the

process and handled this properly when entering a service area to deploy.

Since these customers were self-motivated and educated on smart meters in order to get

on the non-disclosed postpone list, the necessity of developing expensive communication

20
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materials that underwent expensive research, which did not benefit these NSMR

customers cannot be justified as necessary expenses.

Q. Should the costs identified as upfront systems costs in the NSMR tariff be
allowed?

A. No. As I mentioned earlier, in this situation you have different costs as to when this
service is being taken. As an example, during the project phase customers are rejecting

the new meter, in the ready state phase they will be requesting a meter change out.

If you evaluate the initial project phase you find that there is significant project capital
avoidance, as the need to install smart meters for this pool of customers did not occur.
Fundamental fairness dictates that if opt out customers must pay incremental program
costs, they should also receive the incremental benefits, specifically the benefits of the
avoided capital cost of not installing the smart meter for these customers as well as the
avoided cost of disposal for the “obsolete” meters. If you refer to Exhibit MM-2, you will
find there was adequate avoided capital within the project costs allocated to opt-out
customers to cover the unforeseen incremental costs FP&L is seeking for additional cost
recovery. Each FP&L customer contributed $145 for a new smart meter. The number of
customers refusing the smart meter is between 24,000 and 36,000. Considering both
system & communication costs, the per customer share of the upfront costs would equate
to between $93 - $140. There were ample project funds that could be reallocated to these
additional unforeseen project costs. Since FP&L has stated that the customers will retain

their existing meters, there are also the avoided write-off costs of approximately $22 per
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customer to cover any incremental costs. The request for the upfront capital costs for opt
out customers should not have been allowed and creates a windfall for FP&L at the

expense of these customers.

FP&L stated in response to staff data requests and OPC interrogatory #8 that the smart
meters not installed for opt out customers did not represent avoided capital because the
meters would have been purchased anyway. This assertion is not reasonable and should
not be accepted. This is a multi-year project and there was adequate time to adjust the
purchase orders. Also, most large companies negotiate the option to make returns to
vendors. Finally, there may be some evidence that the additional smart meters benefited
the general ratepayer. In Docket No. 130160 FP&L applied for the ability to conduct
predictive testing. In this docket they outlined that they were having operational issues
with some smart meters not communicating properly or overheating. FP&L noted 9,286
smart meters already needed to be replaced and at any given time approximately 6,000
are not communicating properly. The additional smart meters on hand certainly benefited

general ratepayers.

V. COST ANALYSIS - O&M ONGOING COSTS

Q. What are the O&M on-going costs that FP&L has identified and included in the

NSMR tariff?
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A. FP&L has included a one-time fee for 1) customer enrollment, 2) establishment of
meter reading routes, 3) an initial service visit and 4) meter sampling and testing. They
have also included a monthly fee for 1) meter reading & OSHA costs, 2) billing & project
support, 3) field visits for collections and disconnect/reconnects, 3) physical investigation
of outages due to unnecessary truck rolls to verify power when no power issue caused by

FP&L exists and 5) a full-time project manager to oversee the program.

Q. Assuming, for purposes of illustration, that it was necessary to address
incremental costs from the opt out customers, did FP&L appropriately apply the

incremental cost principle to the monthly operational charges?

A. No. When determining incremental costs, you need to evaluate both sides of the ledger
to get to a net incremental cost. That was not done. The analysis performed overlooks
ongoing variable costs and whether there were offsetting reductions in workload for the

departments under inspection.

In order to arrive at fair and just incremental costs you need to consider the variable costs
that exists in the new standard service and make adjustments in the calculation of the

incremental costs. The analysis for this was not performed.

The objective is to determine what the incremental cost is that you need to charge these
customers. This requires a comparison of the cost of the new standard service verses the

cost of the non-standard service. Each will have separate and distinct workflows. Each
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operation will have fixed costs, which are costs that do not change based on volume, and

variable costs, which are costs that may be volume sensitive.

Q. Are there any potential variable or reduced costs that should be taken into
account?

A. Ibelieve so. I have not performed a formal detailed analysis but I will mention some
items that are typically volume sensitive and should have been considered. Smart meters
involve communication and information technology costs that do not exist in the NSMR
meter service. The new standard service is collecting a lot of interval usage data, which is
why the industry refers to it as “Big Data”. This data will not be collected for NSMR
customers, therefore there will be significantly less data that needs to be stored, managed
and processed. A NSMR customer will have 12 meter readings per year. The smart meter
customer will have readings every 15 minutes, which equates to 96 data points collected
per day or 35,040 data points per year. Other examples of volume sensitive costs in

information technology are software license and maintenance fees.

In the customer service area there will also be less calls for assistance for questions with
the Energy Dashboards, as well as less trouble tickets for communication problems for
smart meters, such as we see described in Docket No 130160. There may also be
depreciation impacts and savings from longer useful lives of the non-communicating

meters that need to be factored in to arrive at net incremental costs.

Q. Is the one-time customer enrollment fee appropriate?
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A. No. This cost relates to the customer care activities to enroll the estimated 12,000
customers in the initial program and should be disallowed because FP&L should be
considered the “Cost Causer” and bear the costs out of the project cost pool. As
mentioned previously, there was no real project justification to have a postpone list for 4
years. These costs would not have been incurred if FP&L made a decision quicker in the
process and handled this properly when entering a service area to deploy. For the
customers who enroll after this initial enrollment, these calls will most likely come into
play in the request for initiation of service call a customer makes and can be easily
absorbed and offset. The customer service representative may need to enter the customer
request for a non-standard meter but may also get to skip the activation process for a
smart meter or other smart meter services that do not apply to non-standard meter

customers. There is no evidence to suggest additional staffing is required.

The staff adjustment to this portion of the fee warrants a special observation. Staff
indicated in its recommendation that their opinion of the workload requirements was that
after initial enrollment there was a reduction in volume to warrant a decrease in staffing
from 4 representatives to two, and this should happen in year two. While the rational for a
reduction in costs is sound, this specific adjustment lacks objective reasoning because
there are no projected volume estimates to support it. The Staff cost calculation is based
on getting the 12,000 initial customers enrolled for a period of two years. A more

rational estimate is that the enrollment period is 3-4 months, not two years.

Q. Is the one-time fee for establishment of meter routes appropriate?
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A. No. For the initial enrollees this activity took place upon activation some years ago
and should be absorbed through project costs. As for customers enrolled after the initial
enrollment period, it has not yet been determined whether there are offsetting reductions
to justify the incremental costs. A customer requesting initial service and requesting a
NSMR does require a change in routing but will also not require an activation of their
meter and testing to ensure it was activated and communicating properly. No analysis
was performed on workflows that determine if there is a true incremental cost to FP&L to
handle this task. The observation made above relating to Staff’s adjustment to a two-
year period for a one time fee applies in this analysis as well to further reduce that

adjustment to 3-4 months.

Q. Is the one-time fee for the initial service visit appropriate?

A. The explanation provided for this charge is that a field visit will be required for one of
four reasons — 1) removal & replacement for meter testing, sampling, repair, 2)
installation for relocations, 3) reconnections for collections, and 4) restoration/theft

monitoring. This assertion is speculative and not cost based and should be disallowed.

For the initial enrollment customer an initial field visit is not required and it will not be

incurred. The customers have elected to keep their existing meters thus negating the need
for a meter swap out. For customers enrolling after the initial enrollment, when on-going
operations is in a ready state mode, there may be justification for a charge due to a meter

swap out that would be incurred on initiation of service. A separate fee schedule should
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be established, if deemed warranted, for each field visit that occurs and charged to the

“cost causer” when that activity takes place.

In addition, the Commission is allowing a speculative fee that may or not be incurred, to
be collected up-front, which may occur in the future, without making adjustments for the
time value of money. This is clearly biased towards FP&L. It appears that this amount
was categorized as an upfront fee even though it does not occur upfront of the
implementation of an opt out process. It again serves essentially to discourage customers
from enrollment. This observation is supported by the hearing transcripts in which all
parties indicated the intent was to make sure a customer only paid once regardless of
whether they had multiple service visits or no visits. This has an especially chilling effect
for low-income and fixed income customers who are not interested in the smart meter
because it provides no choice of meter yet it makes their choice to avoid the smart meter

cost prohibitive.

Q. Is the one-time fee for meter sampling and testing appropriate?

A. FP&L is claiming a need to sample and replace each existing meter in the NSMR
program once over the next three years. They are applying sample sizes that are illogical.
FP&L has provided no evidence that all of these meters require testing within the next
three years. In addition, basic rates include cost recovery for sampling and testing and

FP&L has not provided a comparison cost analysis to justify the incremental costs.

Q. Are the monthly cost for meter reading and OSHA appropriate?
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A. Not at this time. Since base rates currently include a hybrid of both smart meters and
non-communicating meters, it appears FP&L has sufficient compensation in base rates
recovery for these costs. In addition, there are offsets to consider, as the non-standard
meters will not have communication repair issues that the smart meters are currently
experiencing. This issue should be deferred and handled during the next general rate
increase or at a minimum the share of savings for these customers not included in current
rates should be credited to compensate. Alternatively, the Commission should explore the
self-read or estimated billing options to significantly lower the costs for these customers.
An examination of the consumer correspondence in this docket indicates a strong
preference for a self-read program in lieu of FP&L having to do monthly readings. This
option would create more reasonable rates and allow lower income customers to have a

choice of meters.

Q. Are the billing and project support costs appropriate?

A. FP&L is requesting 1.2 FTE for the first year and .6 FTE thereafter to support initial
enrollment and initiate meter change & re-routing orders, bill charges, support service
order processes and miscellaneous ongoing support. The initial set up should be charged
to the project costs for the initial enrollees as FP&L is the cost causer as noted earlier. For
customers electing service after the initial enrollment period it is questionable that there
won’t be any offsets. Again, if a customer is initiating service, there will be work orders
to activate the smart meter that will not occur as well as other services available to smart
meter customers that NSMR customers will not be enrolling in that may offset any

incremental costs.
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Q. Are the field visits for collection costs appropriate to include?

A. These charges represent the additional costs in collections for field visits and
disconnects. FP&L has applied the system-wide rate to this small sub-section of
customers without analysis, which may not be appropriate. Collections are a highly
subsidized function in general and it would be unfair to further penalize the good paying
customers in this pool with additional costs. It is not cost-based to charge each customer
for these costs. The Commission should consider requiring deposits based on credit
worthiness or alternatively the loss of eligibility to have a non-standard meter in order to

avoid any potential costs.

Q. Are the charges for physical investigations of outages appropriate to include?

A. No. This fee appears to be covering instances where an outage needs to be
investigated and when investigated it turns out not to be FP&L’s trouble but the
customers, for example tripped circuit breakers. This portion of the charge should be
disallowed as speculative and not cost based. FP&L should initiate a charge similar to
what the telephone industry does. Customers should be told that if the trouble is not with
FP&L’s facilities that they will be charged for the service visit. This will result in the cost

causer paying and not socialize the cost to all the customers in this pool.

Q. Are the costs for a full-time high-level project manager appropriate?
A. No. FP&L is claiming that they need a full-time project manager to tend to this

program including oversight of processes across multiple business units, system
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integration, cost accounting, reporting, and regulatory requirements. They have not
substantiated this requirement. This program does not have ongoing needs to require a
full time manager and most likely can be absorbed through an existing position. This cost

request is excessive and should be denied.

Q. Are there other special considerations?

A. Yes. The charges proposed unjustly penalize those with multiple meters in the same
location and are not cost-based. The costs for initial field visits and meter reading are
inflated as they assume separate truck rolls that will not occur. A different tariff structure

should be considered which reflects the actual costs of multiple meters more properly.

VI. CONCLUSIONS

Q. What should the Commission do to arrive at fair, just and reasonable rates for
NSMR customers?

A. In order for fair, just and reasonable rates to be calculated the Commission should
either 1) open up the entire AMI project for review now that it has been completed and
adjust basic rates to reflect the new standard service as well as determine the incremental
costs for non-standard service or 2) wait until next rate case when costs of the new
standard meter service are better known and the incremental costs can be better

determined.
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Q. Will not charging NSM customers at this time result in discrimination against
other customers?

A. No. The other customers are not going to see a change in their rates at this time. It will
only be a problem if the issue is not addressed and properly evaluated at the next general

rate tariff,

Q. Should the Commission consider an alternative to FP&L manual monthly meter
readings?

A. Yes. There is also a basic business and ratemaking principle to be cost efficient and
mitigate costs. The question of whether it was possible to use estimated readings or self
reads for the NSMR customers was never addressed in this proceeding or previously.
The docket consumer correspondence file includes many customers who expressed a
preference for this solution. The current rules allow for estimated billing, not to exceed
six months. The Commission needs to further explore why this option cannot be utilized
at least on a temporary basis. This would significantly lower the costs of providing this

service and provide an affordable rate structure for the NSMR customers.

Q. Does this conclude your testimony?

A. Yes.
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BY MR JACOBS:

Q Ms. Martin, have you prepared a sumrmary of
your testinony?

A Yes, | have.

Q Wul d you proceed.

A Good afternoon, Conm ssioners. FP&L's new
tariff is asking for additional revenues to conpensate
for increnmental costs incurred for a new optional
non-standard neter program which technically has been
of fered since August of 2010. FP&L's request shoul d be
denied and at | east deferred to a separate proceedi ng,
where their tariffs for all ratepayers that are inpacted
by this change and cost of service due to smart neters
are revised to reflect it. Oherwi se, the Conm ssion's
duties to set fair and reasonable rates for al
ratepayers wll not be acconplished.

First, a proper rate review has not been
performed. Increnental cost analysis requires cost of
service studies for both standard and non-standard
processes and, if perfornmed, would have identified
I tens such as avoi ded project costs, offset in ongoing
vari abl e costs, evaluation of existing operations to
absorb activities and, in addition, provisions for
mul ti ple nedia issues, as well as cost mtigation

alternatives such as customer self-reads woul d have
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been expl or ed.

Second, determ ne inproper increnmental costs
I's problematic and conplex in this case. The NSMR
services are recurring basic services, not independent
of base -- not services independent of base rates.
Adjusting rates for these services in a vacuumfor only
a segnent of the rate paying popul ation when all are
affected is inproper. Such rates were recently set and
agreed to hold stable for four years. These rates were
based on a 2013 test year which do not fully reflect
this new cost of service and is associated in
40 mllion in savings but, in fact, reflect heavy
project inplenentation costs as well as cross-subsidies
for some of these services under review FPL's
retention of such savings for three years provides
anpl e conpensation for any increnental costs associ ated
w th NSVR custoners.

Third, a review of the FP&L services finds
I nconsi stencies with cost policies being asserted as
FP&L routinely offers other optional non-standard
services for no charge for which they incurred
I ncrenmental costs. There is no charge to enroll in
budget billing, and providing options when your
equi pnent makes custoners sick is no different than

options for custoners having difficulty in managi ng
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their nmonthly bills. FP&L cites exanples of where
non-standard service fees do exist, but they cane
t hrough extensive cost study reviews and formal rule
maki ng processes, unlike this tariff.

Fourth, FP&L did a phased inplenentation,
whi ch nmeans the standard neter service existed in
Septenber of 2010. |If FP&L's tariff file and
assertions are indeed correct, then FP& had a duty to
make a decision at that tine because all of the
operational costs and cross-subsidies started at that
point. Delaying until the end of deploynent did not
benefit general ratepayers or their operations. FP&L
consciously did not include these tariffs in their rate
case filing, nor did they disclose these issues, and
now t hey want to say they are significant. FP&L nust
bear sone responsibility for these costs because a
del ayed deci si on nmaki ng i npacted them

And, finally, the design of this tariff with
signi ficant unaffordable up-front fee left no choice of
meter for the low and fixed incone custonmers. They
were sinply priced out of choice.

Q Thank you, Ms. Martin.
MR, JACOBS: M. Chairnman, | tender the
W tness for cross.

CHAl RVAN GRAHAM  Ckay. M. Rehw nkel,
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assune you are a friendly cross?

MR. REHW NKEL: Yes. M. Chairman, | don't
have any questions. But if I mght say, in ny 29
years of practicing or working with this
Comm ssion, | have never seen a lay w tness nore
pr of essi onal and expert as Marilynne Martin. |
just wanted to commend her. Thank you.

CHAI RMVAN GRAHAM  Thank you.

M. Skop.

MR, SKOP: No questions, M. Chair.

CHAl RVAN GRAHAM  Fl ori da Power & Light.

MR, RUBIN. FPL has no questions for
Ms. Martin.

CHAl RVAN GRAHAM St aff.

M5. BROWNLESS: No questions.

CHAI RMVAN GRAHAM  Conmi ssi oners.

(Negati ve response.)

CHAl RVAN GRAHAM | guess there's no redirect.

MR. JACOBS: No.

CHAl RVAN GRAHAM  Exhi bi ts.

MR, JACOBS: M. Chairman, we woul d nove
exhibits -- | believe was it seven, eight and nine.

CHAI RMAN GRAHAM  Ei ght, nine and ten.

MR, JACOBS: Eight, nine and ten, |'msorry.

CHAl RVAN GRAHAM  Ckay. We'll enter
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Exhibits 8, 9 and 10 into the record.

(Exhibit Nos. 8 9 and 10 were received in
evi dence

CHAl RVAN GRAHAM  Woul d you like to excuse
your W tness?

MR JACOBS: Yes.

Ms. Martin, you' re excused.

CHAI RMAN GRAHAM  (kay. Post-hearing matters.

Transcripts will be avail able October 8th.

Is that correct, staff?

M5. BROMNLESS: Yes, sir.

CHAI RMVAN GRAHAM  And briefs are due
Cctober 27th. And if there's nothing else to cone
before us -- seeing none -- we are now adj our ned.
Thank you very nmuch for your tinme and patience
today and travel safe.

(Wher eupon, proceedi ngs were concl uded at

5:45 p.m)
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 01                    P R O C E E D I N G S

 02            (Transcript follows in sequence from

 03  Volume 1.)

 04            CHAIRMAN GRAHAM:  All right.  Mr. Skop, I

 05       believe you have the mic.

 06            MR. REHWINKEL:  Mr. Chairman, before Mr. Skop

 07       goes, might I take care of one administrative

 08       detail?

 09            CHAIRMAN GRAHAM:  Yes.

 10            MR. REHWINKEL:  For the clarity of the record,

 11       when I was crossing Mr. Onsgard about the order, I

 12       don't think we identified the number of the order.

 13       Would you mind if I asked him two questions from

 14       this order?

 15            CHAIRMAN GRAHAM:  About which order?

 16            MR. REHWINKEL:  It was the order we passed out

 17       that we did not give an exhibit number to.  It's an

 18       order denying the tariff.  It's Order 14-0036.

 19            CHAIRMAN GRAHAM:  Okay.  I got that.

 20            MR. REHWINKEL:  Okay.  And I just wanted, just

 21       for clarity of the record, Mr. Onsgard to

 22       acknowledge that that's the number of the order

 23       that he answered the questions from.

 24            CHAIRMAN GRAHAM:  Tell you what, let's take

 25       care of that when we circle back around.

�0200

 01            MR. REHWINKEL:  Very good.

 02            CHAIRMAN GRAHAM:  Okay.  Just remind we as

 03       we're entering everything.

 04            MR. REHWINKEL:  Thank you.

 05            CHAIRMAN GRAHAM:  Mr. Skop.

 06            MR. SKOP:  Thank you, Mr. Chairman.

 07                     CROSS EXAMINATION

 08  BY MR. SKOP:

 09       Q    Good afternoon, Mr. Onsgard.

 10       A    Good afternoon.

 11       Q    I just want to spend a few minutes talking

 12  about the costs, the assumptions, and your testimony

 13  related to the NSMR tariff.  And I'm not feeling well

 14  today, I definitely have a very sore throat, so in the

 15  interest of time for the Commission, I'll try and make

 16  this as brief as possible.

 17            During your direct and rebuttal testimony

 18  today, you indicated that FPL has approximately

 19  4.5 million customers; is that correct?

 20       A    Approximately, yes.

 21       Q    Okay.  And would you agree that traditionally

 22  the cost to read meters has been included within base

 23  rates?

 24       A    I would.

 25       Q    Okay.  And would you happen to know the useful

�0201

 01  life of the analogue meters that were replaced by smart

 02  meters?

 03       A    I believe they were 40 years.

 04       Q    Okay.  Thank you.

 05            And you indicated that you did not participate

 06  in the preparation of the 2009 rate case, correct?

 07       A    That is correct.

 08       Q    All right.  Are you aware that in that rate

 09  case, however, FPL Witness Santos identified that

 10  beginning in 2013 the net O&M savings from the AMI

 11  program would exceed $30 million annually?

 12            MR. RUBIN:  Mr. Chairman, I object to this

 13       question into what I presume to be a line of

 14       questioning.  In this case, in the prehearing

 15       stages, the Prehearing Officer entered orders which

 16       very clearly defined the scope of this hearing.

 17       One of the items that we are not here to litigate,

 18       because of the Doctrine of Administrative

 19       Finality -- it's the law of this case and it's the

 20       law that the Commission follows -- we are not here

 21       to re-litigate the prudence of the smart meter

 22       deployment which was decided by the Commission

 23       quite a long time ago.  And the kind of questions

 24       that -- particularly the question that we just

 25       heard and the line of questions that I anticipate,

�0202

 01       all relate to essentially questioning the

 02       Commission's determination back in 2009 and '10 of

 03       the prudence of this project.

 04            MR. SKOP:  Mr. Chair, may I be heard?

 05            CHAIRMAN GRAHAM:  Yes.

 06            MR. SKOP:  With all due respect, I don't think

 07       that's a correct characterization of the line of

 08       questioning.  I think the witness made a couple of

 09       inconsistent statements, and I'm trying to flesh

 10       that out.  I have no desire to get into the

 11       prudence.  I was on the Commission at the time it

 12       was approved so I'm aware of the prudence of that

 13       decision.

 14            But if I could have a little latitude, I

 15       would respectfully request to ask a couple of

 16       continuation questions and I'll move on.

 17            CHAIRMAN GRAHAM:  Sure.

 18            MR. SKOP:  I don't think it will be long.

 19            CHAIRMAN GRAHAM:  That's fine.

 20            MR. SKOP:  All right.  Thank you.

 21  BY MR. SKOP:

 22       Q    So going back again, Mr. Onsgard, are you

 23  aware that in the 2009 rate case that FPL Witness Santos

 24  testified that beginning in 2013 the net O&M savings

 25  from the AMI program would exceed $30 million annually?

�0203

 01       A    I am.

 02       Q    And would you agree that FPL has not yet

 03  achieved those savings?

 04       A    I would agree.

 05       Q    Okay.

 06            MR. SKOP:  And, again, this goes to my point,

 07       Mr. Chairman, about some statements made by the

 08       witness, so I want to kind of flesh this out.

 09  BY MR. SKOP:

 10       Q    During your rebuttal testimony and in response

 11  to a question asked by Mr. Jacobs, you indicated that

 12  you were confident that the correct numbers were used to

 13  develop the NSMR cost, correct?

 14       A    I'm confident that our assumptions are well

 15  examined and researched and are appropriate for setting

 16  a setpoint for this process, yes.

 17       Q    And in your opinion, do you know whether this

 18  same level of confidence or whether this was the same

 19  level of confidence that FPL Witness Santos had in

 20  projecting the cost savings that never materialized?

 21            MR. RUBIN:  Mr. Chairman, I object.  We're

 22       going right back to the rate case now and the

 23       testimony offered by Witness Santos back in 2009

 24       and this Commission's decision based upon her

 25       testimony in the entire case that was tried at that

�0204

 01       time.

 02            MR. SKOP:  Mr. Chair, it goes to the

 03       credibility of the witness.  FPL is arguing that in

 04       one instance they would never communicate costs or

 05       information to the customers and that they have a

 06       high level of confidence, yet I'm merely pointing

 07       out another instance where the exact opposite is

 08       true and in furtherance allowing the Commission to

 09       weigh the evidence before them.

 10            CHAIRMAN GRAHAM:  Mary Anne.

 11            MS. HELTON:  Impeachment questions are

 12       permissible, but I'm struggling a little bit

 13       because it seems like he's trying to impeach the

 14       witness using testimony from a different witness

 15       other than Mr. Onsgard.

 16            CHAIRMAN GRAHAM:  Onsgard.

 17            MS. HELTON:  I'm sorry, I'm not sure how to

 18       pronounce your name.  The witness's prior

 19       testimony.  So could I hear the question one more

 20       time, Mr. Chairman?

 21            MR. SKOP:  Yes, Mr. Chairman.  And for

 22       Ms. Helton's clarification, what I'm trying to do

 23       is flesh out the inconsistent logic that I heard

 24       from the witness in terms of the statements made.

 25       But the question is -- and I can proffer these and
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 01       proffer the response if the objection is

 02       overruled -- but the first question would be during

 03       your rebuttal testimony and in response to a

 04       question asked by Mr. Jacobs, you indicated that

 05       you were confident that the correct numbers were

 06       used to develop the NSMR cost, correct?  And the

 07       follow-up to that was do you know whether this same

 08       level of confidence -- that this was the same level

 09       of confidence that FPL Witness Santos had in

 10       projecting cost savings that never materialized?

 11       It gets down to the quality and the accuracy of the

 12       information that FPL provides the Commission and

 13       the assertions made before it.

 14            MS. HELTON:  It seems to me he's asking for

 15       this witness to get into the mind of a former FPL

 16       witness's testimony, and I'm not sure that that's

 17       appropriate, Mr. Chairman.

 18            CHAIRMAN GRAHAM:  I guess I'm trying to

 19       understand if he's trying to get into Santos' mind

 20       or trying to get into the mindset of Florida Power

 21       & Light as a whole.

 22            MR. SKOP:  I'm trying to understand the level

 23       of confidence.  Again, we've heard that there's a

 24       high level of confidence, but we've heard that

 25       before.  And so, again, I'm trying to understand
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 01       the level of confidence in terms of what was

 02       previously communicated to the Commission versus

 03       what the witness testified to.

 04            And the second part, if I may -- and, again,

 05       I can proffer this, if necessary -- the witness

 06       stated that it was not appropriate to communicate

 07       the cost to customers until they could be

 08       quantified, but yet FPL had no qualms about

 09       communicating projected savings.

 10            CHAIRMAN GRAHAM:  We'll continue down this

 11       path.  Keep your finger on the button.

 12            Go ahead.

 13            MR. SKOP:  All right.  Thank you,

 14       Mr. Chairman.

 15  BY MR. SKOP:

 16       Q    Again, just in your opinion, Mr. Onsgard --

 17  and if you don't know, you can say that you don't

 18  know -- but do you know whether this was the same level

 19  of confidence that FPL Witness Santos had in projecting

 20  the cost savings that never materialized?

 21       A    I know that the projection of cost savings is

 22  a much more complicated issue with a four-year

 23  deployment.  I also know that there was some delays in

 24  getting the smart meters deployed and activated.

 25            I addressed earlier in my testimony how we
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 01  were very intentional about the activation of the smart

 02  meters.  And there have been some delays in the

 03  recognition of the savings, but I'm not here to testify

 04  to the level of those savings.  I am here to testify in

 05  the confidence that I have in these NSMR costs.

 06       Q    Thank you.

 07            MR. SKOP:  And I'll just proceed.  I'll make

 08       this brief.  And if there's an objection, I'll just

 09       move on.

 10  BY MR. SKOP:

 11       Q    But during your rebuttal testimony and in

 12  response to a question asked by Mr. Jacobs, you also

 13  indicated that it was not appropriate for FPL to

 14  communicate cost to customers until they could be

 15  quantified, correct?

 16       A    I also said that it wasn't appropriate to

 17  communicate costs to customers until they have been

 18  approved by this Commission.

 19       Q    Okay.  Do you know or do you have an

 20  explanation why FPL would communicate savings on the

 21  flip side of that to this Commission?

 22       A    I'm not here to testify about that.

 23       Q    All right.  Thank you.

 24            If I could ask you to turn back briefly to

 25  what's been marked for identification purposes as
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 01  Exhibit 19.

 02       A    I might not have kept up on the numbers.  If

 03  you could help me with --

 04       Q    Yes.  It's what's been identified as the FPL

 05  postcard notice for smart meter installation that was, I

 06  think, proffered by Mr. Jacobs.

 07       A    It's this?

 08       Q    Yes.

 09       A    Thank you.

 10       Q    With respect to the information on this

 11  card -- and I trust that you've had an opportunity to

 12  review it -- has FPL experienced delays and problems

 13  with smart meter deployment?

 14       A    Please ask the question one more time.

 15       Q    Yes.  Has FPL experienced delays and problems

 16  with smart meter deployment?

 17       A    We experienced some delays in the activation.

 18  We actually had an acceleration in our deployment above

 19  our plan, so I think that would suffice my answer.

 20       Q    Thank you.

 21            And Honeywell is mentioned as an approved

 22  contractor on this document.  Do you know if Honeywell

 23  is still installing smart meters for Florida Power &

 24  Light?

 25       A    I do not believe they are still installing

�0209

 01  smart meters, no.

 02       Q    Okay.  And do you know how long it takes on

 03  average to install a smart meter?

 04       A    I do not.

 05       Q    Okay.  Are you familiar with the Surge Guard

 06  Program offered through Florida Power & Light?

 07            MR. RUBIN:  I object on grounds of relevance.

 08            CHAIRMAN GRAHAM:  I'll see where he's going.

 09  BY MR. SKOP:

 10       Q    Are you aware of the Surge Guard Program

 11  offered by Florida Power & Light?

 12       A    I am aware of a program for surge protection.

 13       Q    Okay.  Are you aware of a similar mailer that

 14  gets sent to FPL customers?

 15       A    I am not.

 16       Q    Okay.  Let me see how I want to frame this.

 17  Would you be surprised that in that program, that FPL

 18  installs something in the meter box at no cost to its

 19  customers that subscribe to that Surge Guard Program?

 20       A    As I said, I don't know the details of this

 21  program.

 22       Q    Okay.  Very well.  I'll move on.

 23            If I could ask you to turn, please, to your

 24  direct testimony at page 16, line 4.

 25       A    Yes, sir.
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 01       Q    And I'll give you a second and me a second to

 02  call that up.  I tried to go paperless here.

 03            Okay.  Beginning at line 4, you start

 04  discussing the site visits that are in controversy in

 05  this proceeding.  Is it true that your testimony does

 06  not specifically -- does not cite specific statutory

 07  authority which would allow FPL advanced cost recovery

 08  for these speculative site visits that may never occur?

 09       A    I object to a couple of statements there, both

 10  the advanced and speculative.  These are not advanced

 11  charges that are being charged to the customer.  The

 12  enrollment fee of $95 is a fraction of our up-front

 13  costs and it does not represent the site visit, as some

 14  might think it does, so I just want to be clear there.

 15  And they are not speculative, as we have already

 16  discussed at length.

 17       Q    All right.

 18            MR. SKOP:  Thank you, Mr. Chairman.  I don't

 19       believe that was my question of Mr. Onsgard.

 20  BY MR. SKOP:

 21       Q    Can you point specifically to a statutory

 22  provision of Florida law that would allow the recovery,

 23  advanced recovery of these costs of these assumed site

 24  visits?

 25       A    If they were as you described, I could not.
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 01       Q    Okay.  Can I get you to turn to what

 02  Mr. Rehwinkel just mentioned, which was the Commission's

 03  order.  I don't believe it's been marked with an exhibit

 04  number yet.  And I'll let him mark it when we take up

 05  exhibits, if he chooses to do so, but just as a point of

 06  reference.

 07            Do you have that before you?

 08       A    I do, sir.

 09       Q    Can you turn, please to page 8, which shows

 10  Attachment A?

 11       A    And this is the prehearing order or --

 12       Q    No.  This is the Commission's order denying a

 13  non-standard meter rider tariff.

 14       A    Okay.  I'm there.  And page number again,

 15  please?

 16       Q    Page number 8.

 17       A    I'm there.

 18       Q    And it's marked as Attachment A.

 19       A    Yes.

 20       Q    Do you see line number 2?

 21       A    I do.

 22       Q    And do you see the charge of $77.06?

 23       A    Yes, sir.

 24       Q    Can you read the first sentence in that

 25  description for that line, please?
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 01       A    I can.  "It is assumed that there will be at

 02  least one site visit other than the regular manual meter

 03  reading per opt-out customer."

 04       Q    Okay.  And would you agree that that is the

 05  charge for that visit?

 06       A    I would.

 07       Q    Okay.  But that seemingly conflicts with your

 08  prior statement that you said that this charge is

 09  recovered over five years in multiple ways.  I guess I'm

 10  confused there.

 11       A    Right.  So all of the up-front and one-time

 12  fees are, if you will, calculated and included in our

 13  tariff charge.  We then took of those fees an enrollment

 14  fee of $95, of which that is a third of our up-front and

 15  one-time fee, asked for that up front, and the rest is

 16  spread over the 60 months.  So this is just one of the

 17  many components that are included within the charge that

 18  are in fact collected over the five years of the

 19  program.

 20       Q    Okay.  But you would agree, would you not,

 21  that the majority of the costs associated with the

 22  enrollment fee is a singular charge?

 23       A    I would not.

 24       Q    You would not?

 25       A    I would not.  As I just described -- and I
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 01  appreciate that it is not straightforward, but some of

 02  the interrogatories had asked this question as well, so

 03  I'll try to be very clear -- we look at the system

 04  costs, the marketing communication costs, as well as our

 05  other one-time costs that are related to serving these

 06  customers.  We looked at those costs and divided those

 07  by the 12,000 customers to come up with what the

 08  up-front and one-time fees are related to serving this

 09  group of expenses.  That totaled to be $310.

 10            Of that $310, we requested that 105 be paid

 11  as part of the enrollment fee and then we agreed to

 12  adjust that to $95.  So the pool of dollars from which

 13  this is collected includes the system changes, the

 14  marketing and communication costs, as well as the other

 15  one-time costs reflected on page 3 of Exhibit B.  So it

 16  is not a major portion, is not attributable to adjust

 17  this one site visit.

 18       Q    Okay.  And forgive me, again, on behalf of my

 19  client, though, I'm trying to understand, again, the

 20  elements that comprise the $95 that the Florida Public

 21  Service Commission has approved for this enrollment fee.

 22  And I think that you testified in response to my

 23  question that the site visit represents the charge in

 24  line item 2 of $77.06?

 25       A    It does.

�0214

 01       Q    Okay.  And, again, I would ask, can you cite

 02  specific statutory authority which would allow FPL to

 03  recover -- or which would allow FPL advanced cost

 04  recovery of this $77.06 which may never happen?

 05            MR. RUBIN:  Mr. Chairman, I object, it's been

 06       asked and answered, I think this is the third time.

 07            CHAIRMAN GRAHAM:  I agree.

 08            MR. SKOP:  Okay.

 09  BY MR. SKOP:

 10       Q    We will move on.  Going back to your direct

 11  testimony, page 16, lines 4 through 13, you indicated

 12  that that FPL has made 4,800 site visits to set

 13  non-standard meters.  Could some of these site visits

 14  be, in fact, attributed to problems that were associated

 15  with smart meter installations?

 16       A    These 4,800 visits were specific to our

 17  postponed population and their request to have

 18  non-standard meters, so that is specifically and exactly

 19  what these are for.

 20            And just to be clear, this is also the group

 21  of costs that the company has not requested full

 22  recovery for.  A lot of these meter sets were done as

 23  an accommodation to the postpone list.  The only site

 24  visits that we're asking recovery for are for customers

 25  who actually have enrolled in the program and have had
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 01  a site visit.  That number is closer to 2,000 rather

 02  than this 4,800 that you see in my direct testimony.

 03       Q    And I just want to turn your attention to, I

 04  think, a distinction that you made during your direct

 05  and rebuttal testimony.  You stated that the current

 06  tariff that FPL seeks approval of is for non-standard

 07  service, correct?

 08       A    That's correct.

 09       Q    Okay.  And historically customers have had the

 10  analogue meters before the AMI program was rolled out

 11  and that was standard service, but now it's non-standard

 12  just simply because FPL has started to roll out the --

 13  or deploy AMI; is that correct?

 14       A    It's not entirely correct.  You reference that

 15  everyone had analogue meters.  Standard service had

 16  shifted to digital meters well before the smart meter

 17  program had been advanced.  And, similarly, we made that

 18  our standard meter.  With the smart meter deployment,

 19  yes, that absolutely became the standard service.  We

 20  fully support the benefits that smart meters provide to

 21  our customers.

 22       Q    Okay.  Thank you.

 23            If I could get you to turn now to your

 24  rebuttal testimony, page 4 line 5, please.  And I'll try

 25  and scroll up myself so we can get --
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 01       A    I'm there.

 02       Q    All right.  Bear with me, I'm going paperless.

 03            Okay.  On page 4, line 5 of your rebuttal

 04  testimony -- let me make sure I'm there -- you stated on

 05  line 5 that FPL has completed activation of residential

 06  and small business smart meters in all service areas but

 07  FPL, going on, continuing on, FPL does have

 08  approximately 175,000 commercial and industrial smart

 09  meters currently being deployed which were not part of

 10  FPL's initial deployment plan, correct?

 11       A    That was correct when I made this testimony,

 12  yes.

 13       Q    All right.  So is it -- I guess trying to read

 14  between the lines -- and I apologize, my throat is

 15  really scratchy today -- trying to read between the

 16  lines on this, not all business customers currently have

 17  smart meters installed, correct?

 18       A    So we are currently completing our CI

 19  deployment.  We've got now less than 100,000 CI

 20  customers who still take standard service through the

 21  prior digital meters, not the smart meters.

 22       Q    Okay.  And these 100,000 customers that you

 23  reference that are occurring today while other customers

 24  are being charged, they have to have their meters read

 25  manually each month, correct?
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 01       A    They do.

 02       Q    Okay.  But these business customers are not

 03  currently being charged under the NSMR tariff, correct?

 04       A    That is correct.

 05       Q    So how is that not discriminatory to my

 06  client, who is an FPL residential customer who chooses

 07  to have a non-standard meter?

 08       A    As you've said, they choose to have a

 09  non-standard meter.  These commercial customers have no

 10  choice at this point.

 11       Q    But in terms of the principle of collecting

 12  costs and making sure those costs are equally

 13  distributed and allocated to the cost drivers, if you

 14  will, these businesses that don't have a smart meter are

 15  still having their meters read manually and those

 16  charges still, I guess, would be embedded in base rates

 17  for that to be occurring or FPL would be losing money;

 18  is that correct?

 19       A    It is, yes.  These customers are still being

 20  serviced under the old processes of reading meters.

 21  We're just about done.  We're very happy with the

 22  progress we're making.  And as I mentioned, we've got --

 23  about 100,000 will be done by the middle of 2015 with

 24  these remaining customers.

 25       Q    So you see no reason why implementation of
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 01  this tariff should be delayed until all customers are

 02  taking standard service?

 03       A    Absolutely not.  The company has incurred

 04  quite a bid of expense, as I've described, to allow this

 05  postponed process, after the Commission had held the

 06  smart meter workshop, had the briefing, we filed the

 07  tariff at the appropriate time.  It is not

 08  discriminatory at all.

 09       Q    Okay.  If I could get you to now turn to

 10  page 8 of your rebuttal testimony, lines 4 through 7,

 11  please.

 12       A    I'm there.

 13       Q    All right.  Give me a moment to catch up.

 14            In your response to that question, you talk

 15  about de minimis costs and, quote, "FPL does not view

 16  more than 3 million in up-front costs and one-time costs

 17  as well as over $1 million in annual costs as

 18  de minimis," correct?

 19       A    We reject Ms. Martin's assertion that we would

 20  feel it's de minimis, yes.

 21       Q    So, again, in anticipating an objection, would

 22  $30 million in projected costs that never materialized

 23  be considered de minimis when compared to this?

 24            MR. RUBIN:  He anticipated the objection

 25       correctly.  We're going back to that rate case
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 01       again and whatever Ms. Santos testified to in that

 02       case under different circumstances in a different

 03       context.

 04            CHAIRMAN GRAHAM:  I agree.

 05            MR. SKOP:  All right.

 06  BY MR. SKOP:

 07       Q    If we can now move to page 12 of your rebuttal

 08  testimony, lines 14 through 20, please.

 09       A    Yes.

 10       Q    And in that passage, I believe you discuss the

 11  Commission rule, which is Rule 25-6.052, correct?

 12       A    That's correct.

 13       Q    Okay.  And that requires -- I think that you

 14  state that due to the large number of different

 15  non-standard meter types left in the field for NSMR

 16  customers, sample sizes will require removal for testing

 17  replacement over the next five years of those meters; is

 18  that correct?

 19       A    That is correct.

 20       Q    Okay.  With respect to this as a cost driver

 21  within the tariff and in noting the rule and noting that

 22  there is a small pool of customers that apparently want

 23  to keep their existing meters and also noting that you

 24  stated that the useful life of these meters is

 25  approximately 40 years, do you believe it's possible for
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 01  the Commission to waive this rule for customers wanting

 02  to enroll in the NSMR tariff, thereby reducing the cost?

 03       A    The Commission has that power.

 04       Q    Okay.  And if I could now turn your attention

 05  to what's been marked for identification purposes as, I

 06  believe, Exhibit 20, and that's OPC's first set of

 07  Interrogatories 8, 9 and, I believe 10 -- 8, 9 and 11,

 08  sorry.

 09       A    I have it.

 10       Q    All right.  And specifically Interrogatory 8,

 11  page 1 of 1.

 12       A    Yes.

 13       Q    In response to this interrogatory, FPL does

 14  not avoid any costs associated with purchasing and

 15  installing a smart meter when an existing customer

 16  declines a smart meter.  And I guess I'm trying to get

 17  some better perspective on how that can be.  And I think

 18  that you elaborated on it, but I'm still unclear.

 19            So if I have an existing analogue meter as a

 20  longtime residential customer and FPL doesn't have to

 21  replace that meter, are you testifying that there is no

 22  cost savings to the general body of the FPL customers as

 23  a result of that?

 24       A    There have been no actual cost savings.  We

 25  have bought meters for all of our customers in
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 01  anticipation that they would want to take standard

 02  service, so there has been no actual cost savings to the

 03  company.  These meters are available and ready for

 04  installation if the customer so chose.

 05       Q    Okay.  So if I am to understand this

 06  correctly, effectively, by virtue of the Commission's

 07  order in 2009, FPL went out and bought a smart meter for

 08  every FPL customer, correct?

 09       A    That essentially is correct.  It certainly

 10  didn't happen all at once, but we have bought the meters

 11  equivalent to our customer base.

 12       Q    Okay.  And do you happen to know what the

 13  total purchase -- the total value of that purchase might

 14  have been?

 15       A    I don't.

 16       Q    Would you agree that FPL earns a return on

 17  equity on that investment?

 18       A    I would agree.

 19       Q    Okay.  But FPL has not delivered the

 20  $30 million of annual savings to its customers as a

 21  result of making that investment?

 22            MR. RUBIN:  Mr. Chairman, I object again.

 23       Every time he uses that $30 million, I'll need to

 24       object.

 25            CHAIRMAN GRAHAM:  I think I'll let him answer
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 01       this question.

 02            THE WITNESS:  And could you please restate it?

 03  BY MR. SKOP:

 04       Q    Yes.  I believe where we left off was you

 05  indicated that, yes, Florida Power & Light earns a

 06  return on equity on the purchased inventory.  And the

 07  question I had or that I asked in response to that was

 08  but it hasn't delivered the $30 million in annual cost

 09  savings that it promised to this Commission?

 10       A    It has not yet.

 11       Q    Okay.  All right.  Thank you.

 12            With respect to the analogue meters, I think

 13  you mentioned some of those were ultimately replaced

 14  with noncommunicating digital meters.  Is that the

 15  standard meter that's used now for those customers that

 16  want to opt out and not have a smart meter, it would be

 17  a noncommunicating digital meter?

 18       A    No, it would not.  As we've described, we made

 19  every effort to leave the existing meter in the socket

 20  and we will continue to do that.  If the analogue meters

 21  are no longer manufactured, we have withheld some and we

 22  will continue to try to accommodate customers' request

 23  for analogue meters.

 24            That said, as it is stipulated in our tariff,

 25  if a restoration crew or a truck does not have a
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 01  digital meter, noncommunicating -- sorry, an analogue

 02  meter -- they might get a digital noncommunicating

 03  meter.

 04       Q    All right.  So going back to my prior

 05  question, again, these millions of analogue meters that

 06  were perfectly fine, that they got ripped out, I guess

 07  FPL has a stash of those and they're different types and

 08  it still uses that, correct?

 09       A    I just answered that question, yes, sir.

 10       Q    Okay.

 11            MR. SKOP:  No further questions, Mr. Chairman.

 12            CHAIRMAN GRAHAM:  Okay.  Staff.

 13                     CROSS EXAMINATION

 14  BY MS. BROWNLESS:

 15       Q    Good afternoon, Mr. Onsgard.

 16       A    Good afternoon.

 17       Q    I would like to turn to page 3 of your Exhibit

 18  Number 4, and that would be included in what Mr. Jacobs

 19  has identified as Exhibit Number 23.

 20       A    Is this Exhibit B we're referring to?

 21       Q    This is an exhibit in your direct testimony,

 22  RAO-4, page 3 of 15.

 23       A    Thank you.

 24       Q    And I think that's in Mr. Jacobs' Exhibit

 25  Number 23, included in that package.
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 01            And I'm interested in making sure I understand

 02  your testimony.  In this exhibit, you've said that

 03  you've divided the costs into two categories, up-front

 04  system and communication costs and what you've labeled

 05  one-time cost per meter; is that correct?

 06       A    That is correct.  This summary shows,

 07  actually, all three components, the headers of up-front

 08  system communication costs, one-time cost per meter and

 09  monthly costs per meter.

 10       Q    Okay.  With regard to the field meter visits,

 11  they're included in the one-time cost per meter,

 12  correct?

 13       A    Yes, ma'am.

 14       Q    Okay.  And if I can turn to page 11 of your

 15  rebuttal testimony.  And I want to make sure I

 16  understand what you're saying here.

 17            What types of visits did you include as being

 18  specific to non-smart meter customers in order to

 19  develop your one on average visit?

 20       A    Right.  So the things that we included in that

 21  are, as we've talked about, the installation of the

 22  non-standard meter.  This is an occasion where a

 23  customer requesting non-standard service has a smart

 24  meter and we need to go out and set a non-standard

 25  meter.
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 01            We are also including the site visits

 02  required to keep compliance with our approved meter

 03  test plan for accuracy of these meters.  That plan

 04  requires that we sample subsets of each meter type that

 05  we are now faced -- because we've left these meters

 06  that the customer had at their home.  Instead of making

 07  it a homogeneous population, we are now faced with a

 08  very diverse group of meter types, and this test plan

 09  is going to require that we go out and sample within

 10  each of those meter types.

 11            We've also included the known fact, although,

 12  we have not tried to quantify -- those two alone will

 13  account for the one site per visit, but there are other

 14  things that are going to cause us to need to visit the

 15  non-standard meter customer, primarily that's in regard

 16  to storm restoration work.  We have the ability to ping

 17  a smart meter to tell whether or not it is activated.

 18            When a restoration crew reenergizes a

 19  neighborhood, these crews are now equipped with the

 20  capability of pinging all of the apprentices within

 21  that area.  And before they roll the trucks out of an

 22  area, they will ensure that everyone is back in

 23  service.

 24            Non-standard meters present a problem with

 25  that.  We're going to have issues where we're going to
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 01  need to make additional truck rolls, either to verify

 02  specific locations or, unfortunately, customers who

 03  call after we've left, necessitating us to come back.

 04  So we know that there will be cause for us to visit

 05  these customers.  We know these two primary areas are

 06  going to account for at least one site visit on average

 07  per NSMR customer.

 08       Q    Okay.  And in your rebuttal testimony, I think

 09  you also mentioned current diversion as a reason?

 10       A    We did.  And I'm not sure that we're going to

 11  have any significant truck rolls required for that.

 12  Smart meters do provide us with a lot more information

 13  about tampering and other occurrences.

 14            But, you know, I'm not advocating that that's

 15  going to be a strong driver in this area, as I've

 16  described.  We really have enough with just the two

 17  that I mentioned first.

 18       Q    Okay.  Thank you.

 19            MS. BROWNLESS:  We would like to ask some

 20       questions about the meter sampling and testing

 21       charge.  And the information we're handing out is a

 22       subset of discovery responses already provided in

 23       our exhibits that have already been introduced into

 24       the record.

 25            Commissioner, if you would like to identify
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 01       it as a separate exhibit, we can do that or we can

 02       just --

 03            CHAIRMAN GRAHAM:  Not necessary.

 04            MS. BROWNLESS:  Thank you.

 05  BY MS. BROWNLESS:

 06       Q    I want you to turn, please, to the first page.

 07  And I just want to make sure I've got this straight.

 08  The meter sampling visit requirements are based upon

 09  Commission Rule 24-6.056; is that correct?

 10       A    Yes.

 11       Q    And then Florida Power & Light has, on

 12  June 17th of 2008, adopted an FP&L metering device test

 13  procedures and test plan protocol; is that right?

 14       A    That's correct.

 15       Q    And that's on the second page.  You provided

 16  that in response to Interrogatory Number 6?

 17       A    Yes, ma'am.

 18       Q    Okay.  Now, when I look at this table, I want

 19  to make sure I understand what that requires.  If I look

 20  here where it says, "lot size," I assume that's the

 21  number of a particular type of meter that you have; is

 22  that right?

 23       A    That is correct.

 24       Q    Okay.  So if I have 66 of one type of meter to

 25  110 of that type, then in order to comply with your

�0228

 01  protocol, I would test 46 of those meters; is that

 02  right?

 03       A    That's correct.

 04       Q    Okay.  Now, if I look at the last page in that

 05  exhibit, we ask for backup of the meter testing, and you

 06  provided that to us in this Interrogatory Number 24; is

 07  that right?

 08       A    Yes, we did.

 09       Q    Okay.  And I'm going to look at the type code,

 10  which I think is meter types, Number 30.

 11       A    Yes, ma'am.

 12       Q    Okay.  And I think that's the first one on

 13  your sheet that's white as opposed to red.

 14            And am I correct that you have 79 of those

 15  types of meters?

 16       A    That is correct.

 17       Q    Okay.  And that you've projected you will need

 18  to do 55 samples of those?

 19       A    Yes.

 20       Q    Okay.  If I turn back to the previous page, it

 21  seems to me that that ought to fall within the category

 22  of the 66 to 110 and that that would only require 46

 23  visits as opposed to 55; is that right?

 24       A    Based on what you've put in front of me, yes.

 25       Q    Okay.  So in that particular instance, the
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 01  number of visits that are projected on this sheet is

 02  overstated; is that right?

 03       A    Again, based on what you've given me, it is.

 04  I would want to take the opportunity to look into that.

 05       Q    Okay.  But based upon the responses to our

 06  discovery, that appears to be the case?

 07       A    Yes.

 08       Q    And the greater the number of samples that

 09  need to be taken, the greater the number of visits, and

 10  the greater the number of visits, the higher the cost?

 11       A    It is to substantiate the on average one site

 12  visit.  I'm not sure whether or not this would have

 13  any -- make that change any.  Again, I would need to

 14  look into what you've pointed out to me.  Right now I

 15  can't explain why.

 16       Q    Thank you.

 17            MS. BROWNLESS:  We have no further questions.

 18       Thank you very much.

 19            CHAIRMAN GRAHAM:  Okay.  Commissioners.

 20       Commissioner Brown.

 21            COMMISSIONER BROWN:  Thank you, Mr. Chairman.

 22       I have just one question for you, Mr. Onsgard.  If

 23       a customer takes service under the non-standard

 24       service NSMR program and then opts to go to the

 25       standard service, what charges, if any, would they
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 01       incur?

 02            THE WITNESS:  No charges.

 03            COMMISSIONER BROWN:  Okay.  That's all.

 04            CHAIRMAN GRAHAM:  Commissioner Brise.

 05            COMMISSIONER BRISE:  Thank you, Mr. Chairman,

 06       I have a few questions.

 07            So if you have a customer that moves into a

 08       residential unit in January and pays a $95 fee and

 09       then they move out six months later and you have

 10       another customer that comes in to that same

 11       residential unit and they, too, want a

 12       non-standard meter, does that new customer have to

 13       pay the $95?

 14            THE WITNESS:  Yes, sir.  In that time period,

 15       we would have replaced the meter.  If it were a

 16       tighter time frame, I'm not as sure.  But with a

 17       six-month gap, we definitely would have.

 18            And, again, in fairness to all customers, it

 19       is a standard charge for the enrollment fee.

 20            COMMISSIONER BRISE:  Okay.  Just out of

 21       curiosity, are the smart meters maintenance free?

 22            THE WITNESS:  Are the smart meters --

 23            COMMISSIONER BRISE:  Maintenance free?

 24            THE WITNESS:  No, sir, they're not.  They are

 25       a mechanical device and there will be maintenance
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 01       related to any type mechanical device, so I

 02       couldn't say that a smart meter is maintenance

 03       free.

 04            COMMISSIONER BRISE:  Okay.  And how are those

 05       maintenance fees covered?

 06            THE WITNESS:  So one of the items that has

 07       been discussed in interrogatories has been the

 08       smart meter communication failure, that the smart

 09       meter has a NIC that does communicate.  We have

 10       had, as again with any mechanical device we do,

 11       have communication failures that we need to

 12       research and fix.

 13            The meters read at a 99.85 percent, so we are

 14       very happy with the performance of these meters.

 15       But, again, it would be -- it wouldn't be

 16       reasonable to expect there not to be any failures,

 17       so we do address those.

 18            COMMISSIONER BRISE:  Okay.  So you still

 19       didn't answer how those funds are collected.

 20            THE WITNESS:  So those would be covered

 21       through our general charges, our general rates.

 22            COMMISSIONER BRISE:  Okay.  How much is being

 23       allocated to customer service reps for the

 24       additional two years, since we went from a

 25       three-year payback to a five-year pay back, to
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 01       cover some of the costs associated with this?

 02            THE WITNESS:  I think you're referring to the

 03       care center costs?

 04            COMMISSIONER BRISE:  Absolutely.

 05            THE WITNESS:  So the care center costs are

 06       based on volume of calls.  We projected that we

 07       would have a total number of calls of 10,000 calls

 08       at $6 a call.  So in the staff's recommendation, we

 09       got to the point where we were looking at FTEs

 10       rather than a cost per.

 11            We agreed to the modification.  However, the

 12       costs still are relative to the number of calls,

 13       not really relative to the FTEs that it takes to

 14       handle the calls.

 15            We've already experienced 15,000 calls of the

 16       10,000 that we had forecasted, and that's to date.

 17       So we're already in an under-recovered position on

 18       that line item, as we will be reporting to you

 19       from our progress reports.

 20            COMMISSIONER BRISE:  Okay.  One or two

 21       questions.  Actually, one question specifically.

 22       On page 8, there is a 5.99, that seems to be a

 23       reasonable price to pay for a meter reading, but

 24       can you explain the multiplier?

 25            THE WITNESS:  I'm sorry, if you could
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 01       reference me to the correct page.

 02            COMMISSIONER BRISE:  Sure, page 8.

 03            THE WITNESS:  Page 8 of Exhibit B?

 04            COMMISSIONER BRISE:  Of Exhibit B, sorry.

 05            THE WITNESS:  Yes, sir.

 06            COMMISSIONER BRISE:  You have a multiplier

 07       there of two.  If you can explain that to me,

 08       please.

 09            THE WITNESS:  Yes, sir.  This is the routing

 10       charge, so we anticipate that there would be two

 11       times that a non-standard meter would need a

 12       routing change.  One for the initiation of a manual

 13       meter reading and then the retraction of that

 14       manual meter reading into an automated read once

 15       it's back in the smart meter program.

 16            COMMISSIONER BRISE:  Okay.  So going back one

 17       page, going back to page 7, how many maintenance

 18       visits did a previous generation of meters warrant

 19       on an annual basis?  So the last generation, how

 20       many times did they require service per year?

 21            THE WITNESS:  We aren't asking -- to be

 22       responsive, we're not asking for any maintenance on

 23       these meters.  So I don't have the annual

 24       maintenance on smart meters, to be directly

 25       responsive.  But I would say that we're not asking
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 01       for any maintenance.  These are site visits that

 02       are required for the non-standard service only.

 03            COMMISSIONER BRISE:  Okay.  So maybe I'll

 04       rephrase my question.  For the traditional analogue

 05       ones and the new digital ones that are non-smart,

 06       how many visits yearly were necessary for

 07       maintenance on those?

 08            THE WITNESS:  I don't have that information.

 09            COMMISSIONER BRISE:  Okay.  Because I think

 10       that that helps establish for me a baseline.

 11            And in your rebuttal, there's a discussion

 12       about a project manager and so forth on page 16.

 13       So did FPL hire a project manager specifically for

 14       this project?

 15            THE WITNESS:  I have been the project manager

 16       for this.  The costs represented here are not just

 17       for myself, there has been, especially in the early

 18       stages for the enrollment and setting up this

 19       program, there's been a lot of work to get it

 20       established.  So all of that is incorporated into

 21       this project management cost, and we'll be

 22       reporting again on that cumulation as we give our

 23       progress reports.

 24            COMMISSIONER BRISE:  Okay.  That's all I have

 25       for now.  Thank you.
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 01            CHAIRMAN GRAHAM:  Commissioner Balbis.

 02            COMMISSIONER BALBIS:  Thank you, Mr. Chairman.

 03       And thank you for your testimony.  I just have one

 04       or two questions.

 05            You indicated several times in response to

 06       cross examination questions on the smart meter

 07       progress report, in fact, in your last page of

 08       your direct testimony, you mention that the

 09       company will provide the Commission with annual

 10       information in that report identifying actual

 11       participation rates, costs, et cetera.

 12            What specifically will be provided in those

 13       progress reports?  Because I know the last one

 14       that was just filed in March, you hadn't offered

 15       the tariff yet so that information wasn't

 16       available.  So what specific information are you

 17       going to provide in that report?

 18            THE WITNESS:  Yeah, we would continue to work

 19       with the Commission on what you would like to have.

 20       Our initial thoughts were that we would give

 21       something very similar to what's in Exhibit B, the

 22       summary, where we showed what the costs are for the

 23       primary line items, as well as the other

 24       components, which would be the recovery, how much

 25       have we collected in enrollment fees and in monthly
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 01       fees, as well as the participation rates.

 02            COMMISSIONER BALBIS:  Okay.  And there's been

 03       a lot of discussion and a lot of testimony debating

 04       the actual costs that will be incurred and

 05       participation levels, et cetera.  So it is your

 06       intention and the company's intention to report on

 07       that annually, correct?

 08            THE WITNESS:  Absolutely.

 09            COMMISSIONER BALBIS:  Okay.  And then what

 10       happens if the costs associated with the program

 11       are less than what was anticipated in establishing

 12       the up-front and the monthly fee?

 13            THE WITNESS:  We would need to look at the

 14       costs as well as the participation rates and then,

 15       you know, the total cost to the company as far as

 16       how much we have been able to charge for the

 17       services.  But it would certainly be up to the

 18       Commission.  We would provide all of that

 19       information.

 20            COMMISSIONER BALBIS:  Okay.  And you have the

 21       accounting mechanisms in place to accurately

 22       account for all of the costs and revenues?

 23            THE WITNESS:  Yes, sir, we do.

 24            COMMISSIONER BALBIS:  Okay.  Thank you.

 25       That's all I have.
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 01            CHAIRMAN GRAHAM:  Redirect.

 02            MR. REHWINKEL:  Mr. Chairman, can I just take

 03       care of this order?

 04            CHAIRMAN GRAHAM:  Yes.

 05                    RECROSS EXAMINATION

 06  BY MR. REHWINKEL:

 07       Q    Mr. Onsgard, you recall I asked you a couple

 08  of questions about an order?

 09       A    Yes, sir.

 10       Q    And would you agree that that order was order

 11  number PSC-14-0036?

 12       A    I would, sir.

 13            MR. REHWINKEL:  Thank you, Mr. Chairman.

 14            CHAIRMAN GRAHAM:  Thanks for reminding me.

 15            MR. RUBIN:  Just very briefly, Mr. Chairman.

 16                   REDIRECT EXAMINATION

 17  BY MR. RUBIN:

 18       Q    Mr. Onsgard, you were just asked a few

 19  questions by staff about the meter test plan and the

 20  meter testing.  To the extent that the number of meter

 21  tests would be potentially reduced as asserted in that

 22  question, would that be -- should there be any change in

 23  the tariff rates because of that?

 24       A    No, I don't believe there should be.  Of

 25  course, as I said, we're going to provide support to
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 01  either refute or acknowledge that there's an error on

 02  that schedule.  That is one line item out of 60

 03  different meter types.  So, again, we need to find out,

 04  you know, what the accurate numbers need to be, provide

 05  that.  Whether it has an impact on the fee, I'm very

 06  doubtful that it would.

 07       Q    And is there any relationship between what

 08  you've just described and the actual number of customers

 09  who have enrolled in the program?

 10       A    I'm sorry, say again, please.

 11       Q    Sure.  Is there any relationship between the

 12  number of site visits for the meter reads and the number

 13  of customers who have actually enrolled in the program?

 14       A    Certainly.  That is what we're out reading is

 15  the number who have enrolled.

 16            MR. RUBIN:  I don't have anything else.  Thank

 17       you, sir.

 18            CHAIRMAN GRAHAM:  Okay.  Exhibits.

 19            MR. RUBIN:  FPL would move Exhibits 2 through

 20       6 into the record.

 21            CHAIRMAN GRAHAM:  Exhibits 2, 3, 4, 5, 6.  Is

 22       that it for you?

 23            MR. RUBIN:  Yes, it is.  Thank you, sir.

 24            (Exhibit Nos. 2, 3, 4, 5 and 6 received in

 25       evidence.)
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 01            CHAIRMAN GRAHAM:  OPC, you had nothing?

 02            MR. REHWINKEL:  No.

 03            CHAIRMAN GRAHAM:  Mr. Jacobs.

 04            MR. JACOBS:  Yes, Mr. Chairman.  We would move

 05       Exhibits 19, 20, 21, 22 and on through 26 into the

 06       record, please.

 07            CHAIRMAN GRAHAM:  No objection?

 08            MR. RUBIN:  May I be heard on a few of those

 09       documents?

 10            CHAIRMAN GRAHAM:  Sure.

 11            MR. RUBIN:  Number 19, which is the postcard,

 12       no objection to the postcard itself, but there are

 13       handwritten notes on that document that are not

 14       part of the FPL mailing.  I just wanted that caveat

 15       on the record.  No objection otherwise to that

 16       exhibit.

 17            CHAIRMAN GRAHAM:  Okay.

 18            MR. RUBIN:  No objections to Number 20.

 19       Number 21, which is the order from the California

 20       Commission, I object to that on the grounds of

 21       relevance and materiality to this docket.

 22            CHAIRMAN GRAHAM:  I have to agree with you on

 23       that one.

 24            MR. JACOBS:  May I be heard, Mr. Chairman?

 25            CHAIRMAN GRAHAM:  Sure.
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 01            MR. JACOBS:  First, we think it's clear that

 02       it's an official document of an agency.  We believe

 03       that it states on its face what it represents.  But

 04       rather than belabor the matter, we would request

 05       that the Commission take official recognition of

 06       it.

 07            CHAIRMAN GRAHAM:  Mary Anne.

 08            MS. HELTON:  I'm real comfortable with you

 09       taking official recognition of Florida orders.

 10       Chapter 120 requires that if a party is going to

 11       ask you as a tribunal to take official recognition

 12       of a document, then they're supposed to do so

 13       within a reasonable time, and I can't remember if

 14       the time is set out in the statute or not.  But I

 15       don't think Mr. Jacobs has filed any request for

 16       something to be taken -- for us to take official

 17       recognition of a document prior to the start of the

 18       hearing so I don't know that those grounds are

 19       appropriate here.

 20            CHAIRMAN GRAHAM:  Sounds like it's denied.

 21            MR. JACOBS:  Very well.

 22            CHAIRMAN GRAHAM:  Okay.

 23            MR. JACOBS:  If I may be heard just one more

 24       moment.

 25            CHAIRMAN GRAHAM:  Sure.
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 01            MR. JACOBS:  What I would like to do is

 02       reserve the opportunity to look at the statute and

 03       file a written response in response to the statute,

 04       if I may.

 05            MS. HELTON:  Ms. Crawford, who is younger than

 06       me, has also reminded me that we also state in our

 07       order on establishing procedure, the requirements

 08       with respect to official recognition, and it says

 09       that "All parties and staff are to request official

 10       recognition of documents no later than two business

 11       days prior to the first scheduled hearing date."

 12       So that requirement is in our order.  And the

 13       statute regarding official recognition is

 14       120.569(2)(i).

 15            CHAIRMAN GRAHAM:  Did you hear a second

 16       question?

 17            MS. HELTON:  I'm sorry, Mr. Chairman.

 18            MR. JACOBS:  Nothing further.  I understand,

 19       Mr. Chairman.  Thank you.

 20            CHAIRMAN GRAHAM:  Okay.

 21            MR. RUBIN:  The same position on Exhibit

 22       Number 22, which is the Maryland Commission order

 23       that Mr. Jacobs asked about.

 24            CHAIRMAN GRAHAM:  I agree.

 25            MR. JACOBS:  If I may.
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 01            CHAIRMAN GRAHAM:  Sure.

 02            MR. JACOBS:  I'm trying to find the

 03       evidentiary rule.  It is in your discretion, but

 04       the Rule of Evidence clearly says that you have the

 05       ability to accept documents which could add to

 06       inform the decision maker as to the focus of the

 07       decision.

 08            We believe that the discussion, particularly

 09       limited to the nature of discussion that we have

 10       on that docket, is absolutely relevant to this

 11       docket and would support and inform the Commission

 12       on the issues that are before it, so we believe

 13       under the Rules of Evidence you have the

 14       discretion to consider this document.

 15            CHAIRMAN GRAHAM:  We're not going to consider

 16       it.

 17            MR. JACOBS:  Very well.

 18            MR. RUBIN:  No objections on 24.  And then on

 19       25 and 26, Mr. Chairman, these are the two

 20       documents that --

 21            CHAIRMAN GRAHAM:  You skipped over 23.

 22            MR. RUBIN:  I'm sorry, I did skip over 23.

 23            MR. JACOBS:  Is there an objection?  That's

 24       already in the record, Mr. Chairman.

 25            CHAIRMAN GRAHAM:  He hasn't said anything yet.
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 01            MR. JACOBS:  Okay.

 02            MR. RUBIN:  Number 23, no objection, but

 03       that's part of an exhibit that's already in the

 04       record, those are just pages.

 05            CHAIRMAN GRAHAM:  Okay.  That's fine.

 06            MR. RUBIN:  But no objection.

 07            CHAIRMAN GRAHAM:  I just know you went over

 08       it.

 09            MR. RUBIN:  I did.  Thank you, sir.

 10            And 25 and 26 are the two documents that

 11       Mr. Jacobs asked the witness about, actually, only

 12       one of them he asked the witness about, having to

 13       do with MFRs from a prior case, a rate case.  The

 14       witness indicated he knew nothing about them and

 15       wasn't involved in that, so they weren't really

 16       used for anything, they're not relevant or

 17       material to any issue in the case.

 18            CHAIRMAN GRAHAM:  That was 25 and 26?

 19            MR. RUBIN:  Yes, sir.

 20            CHAIRMAN GRAHAM:  Mr. Jacobs.

 21            MR. JACOBS:  Mr. Chairman, we intend to bring

 22       these exhibits up in cross examination again.  We

 23       would defer to raise the issues again under the

 24       next witness.

 25            CHAIRMAN GRAHAM:  Okay.  So at this point,
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 01       we're not going to put in 25 and 26.  I'm not

 02       saying they won't come in eventually, but right now

 03       they're not going in.

 04            MR. JACOBS:  Yes, sir.

 05            CHAIRMAN GRAHAM:  So 19 and 20 and 24 are all

 06       are going in, 23 is basically already there.

 07            MR. RUBIN:  Right.

 08            (Exhibit Nos. 19, 20, 23 and 24 were received

 09       in evidence.)

 10            CHAIRMAN GRAHAM:  Okay.  Staff had nothing,

 11       correct?

 12            MS. BROWNLESS:  No, sir.

 13            CHAIRMAN GRAHAM:  All right.  Would you like

 14       to excuse your witness?

 15            MR. RUBIN:  We would like to excuse our

 16       witness.  Thank you, sir.

 17            CHAIRMAN GRAHAM:  All right.  Thank you, sir,

 18       for your time.

 19            Florida Power & Light, your next witness.

 20            MR. RUBIN:  Ms. Moncada is going to present

 21       Mr. Deason.

 22            MS. MONCADA:  Thank you, Commissioner.  May we

 23       proceed?

 24            COMMISSIONER EDGAR:  Yes.

 25            MS. MONCADA:  Thank you.
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 01  Thereupon,

 02                       TERRY DEASON

 03  was called as a witness, having been previously duly

 04  sworn, was examined and testified as follows:

 05                    DIRECT EXAMINATION

 06  BY MS. MONCADA:

 07       Q    Good afternoon, Mr. Deason.  Have you been

 08  sworn?

 09       A    Yes.

 10       Q    Would you please state your name and business

 11  address for the record, please?

 12       A    Yes.  My name is Terry Deason.  My business

 13  address is 301 South Bronough Street, Suite 200,

 14  Tallahassee, Florida.

 15       Q    By whom are you employed and in what capacity?

 16       A    I'm a special consultant with the Radey Law

 17  Firm.

 18       Q    Did you prepare and cause to be filed in this

 19  case 14 pages of prefiled direct testimony on May 21st,

 20  2014?

 21       A    Yes.

 22       Q    If I asked you the same questions contained in

 23  your prefiled direct testimony, would your answers be

 24  the same?

 25       A    Yes.
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 01       Q    Have you also prepared and caused to be filed

 02  15 pages of prefiled rebuttal testimony in this

 03  proceeding on July 28th of 2014?

 04       A    Yes.

 05       Q    If I asked you the same questions contained in

 06  your prefiled rebuttal testimony, would your answers be

 07  the same?

 08       A    Yes.

 09            MS. MONCADA:  Commissioner, I ask that the

 10       prefiled direct testimony and the prefiled rebuttal

 11       testimony of Mr. Deason be entered into the record

 12       as though read.

 13            COMMISSIONER EDGAR:  Thank you.  The prefiled

 14       direct and rebuttal testimony of this witness will

 15       be entered into the record as though read.

 16            MS. MONCADA:  Thank you.

 17           (Whereupon, prefiled testimony inserted.)

 18  

 19  

 20  

 21  

 22  

 23  

 24  

 25  

�0247

 01  BY MS. MONCADA:

 02       Q    Mr. Deason, are you sponsoring any exhibits to

 03  your direct testimony?

 04       A    Yes.

 05       Q    And is that Exhibit JTD-1, also shown as

 06  Exhibit 7 on staff's exhibit list?

 07       A    Yes.

 08       Q    Are you sponsoring any exhibits to your

 09  rebuttal testimony?

 10       A    No.

 11            MS. MONCADA:  Commissioner, I would note that

 12       Mr. Deason's exhibit has been premarked for

 13       identification on staff's comprehensive exhibit

 14       list as Exhibit Number 7.

 15            COMMISSIONER EDGAR:  Thank you.

 16  BY MS. MONCADA:

 17       Q    Mr. Deason, have you prepared a summary of

 18  your direct testimony?

 19       A    Yes.

 20       Q    Would you please provide that summary to the

 21  Commission at this time?

 22       A    Yes.  Good afternoon, Commissioners.  The

 23  Commission has a long and consistent history of setting

 24  rates based upon a regulated utility's cost of providing

 25  service and setting rates to minimize subsidies among
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 01  customers.  Inherent in the Commission's policy is the

 02  concept that the cost causer should pay the cost that

 03  they impose for the services they demand and the options

 04  they choose.

 05            The Commission's policy is consistent with

 06  sound regulatory principles and achieves purposes in

 07  Chapter 366, Florida Statutes.  The Commission's policy

 08  is also an integral part of numerous Commission rules

 09  dealing with the recovery of costs on an incremental

 10  basis to avoid cross-subsidization among cost causers

 11  and the general body of customers.

 12            The Commission's policy has also been

 13  consistently applied when setting rates, both within

 14  rate cases and within non-rate case proceedings.  FPL's

 15  optional non-standard meter rider adheres to this

 16  policy and establishes an appropriate and fair manner

 17  to recover the costs from customers choosing to avail

 18  themselves of this optional service.

 19            FPL's optional non-standard meter rider also

 20  sends the correct pricing signals to customers,

 21  customers that are considering a non-standard meter.

 22  Without correct pricing signals, these customers would

 23  not have the necessary information on which to make an

 24  informed choice reflective of the costs they would be

 25  imposing on FPL's system as a whole.
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 01            Earlier in this docket, the Commission

 02  adhered to its policy when it issued its tariff order.

 03  In this order, the Commission stated we find that the

 04  option to opt out from the standard smart meter will

 05  require FPL to incur incremental costs which would

 06  appropriately be borne by the cost causer and not the

 07  general body of ratepayers.  This finding is consistent

 08  with the applicable statutes and rules which I discuss

 09  in my prefiled testimony.  It is also consistent with

 10  previous decisions of the Commission and it's

 11  consistent with sound regulatory policy which I also

 12  discuss in my prefiled testimony.

 13            Thus, I recommend that the Commission

 14  reconfirm the decision it reached in its tariff order

 15  previously issued in this docket.  This concludes the

 16  summary of my direct testimony.

 17       Q    Thank you, Mr. Deason.  Have you also prepared

 18  a summary of your rebuttal testimony?

 19       A    Yes.

 20       Q    Would you please provide that summary to the

 21  Commission at this time?

 22       A    Yes.  In my rebuttal testimony, I respond to

 23  many of the positions and recommendations contained in

 24  the testimony of Intervenor Witness Martin.  Witness

 25  Martin mistakenly asserts that FPL's non-standard meter
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 01  rider is inconsistent with historical tariff

 02  requirements.  She recommends that the incremental costs

 03  of the non-standard meter simply be ignored, absorbed or

 04  delayed.  This recommendation is contrary to Commission

 05  policy and would be unfair to the general body of

 06  customers.

 07            Witness Martin also inappropriately compares

 08  the non-standard meters to service offerings which do

 09  not have a separate charge in a misguided attempt to

 10  excuse non-standard meter customers from paying their

 11  fair share of the costs they impose on the system.

 12            Contrary to Witness Martin's assertion, FPL's

 13  approach to quantifying and implementing its NSMR

 14  tariff is entirely consistent with the manner in which

 15  the Commission has approved tariffs for non-standard

 16  services.  This approach is necessary to place costs on

 17  the cost causer and prevent cross-subsidies.

 18            Witness Martin's alternative recommendation

 19  to either, one, open up an AMI project review to adjust

 20  base rates or, two, wait until FPL's next rate case to

 21  implement the NSMR tariff should also be rejected.

 22  Both of these alternatives ignore the manner in which

 23  base rates are set, are inconsistent with the need to

 24  approve tariffs outside of a rate case and fail to

 25  fully recognize differences between standard and
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 01  non-standard services.

 02            In addition, delaying action would have other

 03  adverse consequences.  Among these consequences are

 04  regulatory lag impacts, prolonged cross-subsidies among

 05  customer groups and inappropriate price signals to

 06  customers.

 07            In regard to other optional services, the

 08  non-standard services referenced by Witness Martin do

 09  not support her contentions.  In a futile attempt to

 10  justify her recommendations, Witness Martin

 11  inappropriately compares non-standard meters with dual

 12  language service and budget billing.  In sharp contrast

 13  to non-standard meters, both dual language service and

 14  budget billing are efficient standard business

 15  practices which cost effectively provide a high level

 16  of service to the general body of customers.

 17            And, finally, Witness Martin is incorrect in

 18  her assertion that the Commission's policy of

 19  collecting incremental costs of underground service can

 20  be distinguished in any meaningful way from the need to

 21  collect the incremental cost of non-standard meters.

 22  In reality, the Commission's policy is equally

 23  applicable in both situations.

 24            In conclusion, Witness Martin's

 25  recommendation should be rejected and the Commission
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 01  should reaffirm its decision as contained in its tariff

 02  order previously issued in this docket.  This concludes

 03  the summary of my rebuttal testimony.

 04       Q    Thank you, Mr. Deason.

 05            MS. MONCADA:  Commissioners, Mr. Deason is now

 06       available for cross examination.

 07            COMMISSIONER EDGAR:  Thank you.

 08            Mr. Rehwinkel, do you have questions?

 09            MR. REHWINKEL:  Yes, Madam Chairman.  Thank

 10       you.

 11                     CROSS EXAMINATION

 12  BY MR. REHWINKEL:

 13       Q    Good morning -- I'm sorry -- good afternoon,

 14  Mr. Deason.

 15       A    Good afternoon.

 16       Q    We need to stop meeting like this.

 17       A    This is the only time I get to visit with you.

 18       Q    On your direct testimony, page 4, if you could

 19  turn to that, and specifically lines 7 through 10.

 20       A    Yes.

 21       Q    Do you see that?

 22       A    Yes.

 23       Q    It's not your testimony in this docket that

 24  FPL would be denied a reasonable rate of return upon its

 25  rate base if the company does not collect from NSMR
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 01  customers the $2 million in capital costs, are you -- is

 02  it?

 03       A    No, that's a factual determination.  I'm

 04  speaking to the policy and present this as a basis for

 05  what I understand the Commission's policy to be.

 06       Q    Okay.  And then on line 16, there you cite a

 07  statutory provision and you quote a phrase that is

 08  "Customer Class."  Do you see that?

 09       A    I do.

 10       Q    Did you provide a definition for what a

 11  customer class is?

 12       A    I don't believe that I did.

 13       Q    Okay.

 14       A    This is a statutory provision here that I'm

 15  referring to.  The statute may define it, I'm not sure.

 16       Q    Okay.  Isn't it your understanding, from your

 17  experience practicing before the Commission and serving

 18  on the Commission, that the intent there is that these

 19  are customer classes like residential, general service,

 20  commercial, industrial, those broad categories of

 21  customer classes?

 22       A    I would agree that's the way it's generally

 23  been applied.  But I think the Commission has discretion

 24  to determine what it considers to be a homogeneous class

 25  so that rates are fair and there's not cross-subsidies.
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 01       Q    Okay.  But isn't it true that the classes that

 02  are referenced here and the intent that the statute

 03  applies, is that it's looking really at those relatively

 04  immutable classes?  Like you can't move from residential

 05  to business or business back to residential?  These are

 06  not discretionary categorizations by and large, wouldn't

 07  you agree with that?

 08       A    I'm sorry, could you repeat your question?

 09       Q    Yeah.  A residential customer couldn't decide

 10  to be an industrial customer at his residence and take

 11  service as an industrial customer for the most part,

 12  right?

 13       A    That's true.  It's not the customer's option

 14  as to which service category they take service.

 15       Q    Right.

 16       A    They either qualify or they do not qualify.

 17       Q    Right.  And that's generally the statutory

 18  intent by the use of the word "class" though, wouldn't

 19  you agree?

 20       A    I would agree that's how it's traditionally

 21  been implemented.  But I'm presenting this statutory

 22  provision to stand for the policy that rates should

 23  cover costs and that costs are a consideration in

 24  determining rates and determining whether it's a

 25  cross-subsidy among customers.
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 01       Q    Now, would you also agree that you have not

 02  pointed the Commission to a case where the Commission

 03  has determined that similarly-situated subscribers to a

 04  particular discretionary miscellaneous service tariff

 05  constitutes a class for the purposes of the provision of

 06  this statute, have you?

 07       A    No, I don't believe I have referred to an

 08  order of that nature.

 09       Q    Can you?

 10       A    Well, I haven't attempted to find that.  I

 11  didn't think that it was relevant.

 12       Q    Okay.

 13       A    There are situations of rules that speak to

 14  the fact that there are different types of customers and

 15  they can be treated differently.

 16       Q    Okay.  But do they refer to them as a class?

 17       A    Well, it depends on the definition, once

 18  again, of what the class is, which I didn't define, and

 19  perhaps the statute does or does not.

 20       Q    Okay.  And on page 5 of your testimony, lines

 21  13 through 18, you cite -- well, actually, 13 through

 22  16 -- you cite a provision of the FEECA Act; is that

 23  right?

 24       A    Yes.

 25       Q    Okay.  Now, it's not your testimony that this
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 01  provision actually applies as a matter of law to the

 02  rest of Chapter 366, is it?

 03       A    I'm not speaking to it as a matter of law.

 04  I'm speaking to it as a matter of policy and principle.

 05  And to the extent that in setting rates and improving

 06  goals, that there should not be cross-subsidization.

 07  And it is naturally a part of 366, I think, as a matter

 08  of principle.  It also applies to matters of general

 09  rate setting.

 10       Q    Okay.  Just so I understand, when you use the

 11  word "apply," are you saying that it governs this case?

 12       A    No, I think the Commission should use its

 13  discretion to look at that in making its policy

 14  determination in this case.

 15       Q    Okay.  Let's turn to page 6 and lines 13

 16  through 16.  And you say they are "The standard to

 17  determine whether rates are compensatory is a measure of

 18  earnings as a percent of rate base, parenthesis, cost,

 19  closed parenthesis.  When rates are not compensatory in

 20  aggregate, overall rates will have to be adjusted on a

 21  going forward basis."

 22            Did I read that right?

 23       A    Yes.

 24       Q    Okay.  So is it your testimony that the

 25  measure for whether cost recovery is compensatory is
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 01  measured on overall company -- regulated company basis?

 02       A    No, that's not my contention.  It can be done

 03  on an overall basis.  But in evaluating specific tariff

 04  requirements, it can also be looked at in determinants

 05  as to whether the rates being requested cover costs.

 06       Q    Okay.  Are you saying that -- is it your

 07  testimony that if costs -- if there's any kind of cost

 08  that the company presents, let's say in this case

 09  incremental costs, that there are not a specific

 10  identified tariff that recovers those identifiable costs

 11  and then FPL is not being compensated for the services

 12  it provides?

 13       A    It is not being adequately compensated for

 14  that optional service to that limited extent, yes.

 15       Q    Okay.  But the reference here is whether rates

 16  are compensatory, and I just don't -- I'm trying to

 17  understand what you mean by the aggregate overall rates

 18  in the context of this proceeding.

 19       A    I'll be happy to define that for you.  It's

 20  all rates, both optional, non-optional base rates, any

 21  kind of rates that are charged to recoverer costs.

 22  Ideally each individual specific rate should cover its

 23  specific costs and then an overall measure of that can

 24  be done on an aggregate basis in terms of an earnings

 25  review.
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 01       Q    Okay.  So would you agree with me -- well, you

 02  would agree with me -- and I think you testified, in

 03  fact, in Docket Number 120015 -- that there is, as a

 04  result of that case and the final order, that is now

 05  final by the Supreme Court, that FPL is under a base

 06  rate freeze from the inception of that order of 2013

 07  through the end of 2016?

 08       A    Yes.

 09       Q    Okay.  Now, would you also agree that -- well,

 10  let me strike that and ask you to refer to line 19

 11  through 21 of this same page 6.  You state "When rates

 12  are non-compensatory or do not cover a customer's cost,

 13  there is discrimination against other customers who

 14  ultimately must subsidize the below-cost rates."

 15            Do you see that?

 16       A    I do.

 17       Q    Can that statement be true during a period

 18  when base rates are frozen?

 19       A    As matter of policy and principle, yes.

 20       Q    As a matter of actuality?

 21       A    I have not done that determination to

 22  determine what the impact it would be on earnings.  I

 23  don't think it's relevant to this case.

 24       Q    Well, I'm specifically asking about the last

 25  clause there where it says, "Other customers who
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 01  ultimately must subsidize the below-cost rates."

 02            If customers who are not NSMR subscribers,

 03  i.e., standard meter customers, rates do not change

 04  during the base rate period whether the company recovers

 05  costs from NSMR subscribers or not, how can the standard

 06  meter customers be subsidizing them?

 07       A    They're being subsidized because the customers

 08  choosing the optional service are not paying their fair

 09  share of the costs, and so by definition it would be a

 10  subsidization.

 11       Q    Okay.  Now, the customers who are not choosing

 12  the standard meter, they're also paying for standard

 13  meters, right?

 14       A    The customers -- I'm sorry, I'm confused on

 15  opt-in, opt-out.  If you can repeat the question,

 16  please.

 17       Q    Yes.  The 6,700 -- you heard Mr. Onsgard --

 18  the 6,700 non-standard subscribers, they are also paying

 19  the same cost that everyone else is paying for the

 20  availability of standard meters; you would agree with

 21  that, right?

 22       A    Yes.

 23       Q    Okay.  So during the period of base rate

 24  freeze, if you can assume that the standard meter

 25  customers' rates do not change at all, would you agree
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 01  with me that they are not paying the costs during that

 02  period of the provision of service for the non-standard

 03  meter subscribers?

 04       A    I would agree that their rates are probably

 05  not going to increase.  And that may be a function of

 06  the settlement.  But it's also my position,

 07  Commissioners, as a matter of policy, what is the

 08  correct policy in pricing a non-standard optional

 09  service, that that policy is applicable regardless of

 10  the factual situation as to whether a utility finds

 11  itself in a stipulated settlement or not within a

 12  stipulated settlement.  Their principles are the same.

 13       Q    Okay.  Well, just so we're clear, in actuality

 14  during that base rate freeze period, you would agree

 15  with me that the standard meter subscribers are not

 16  subsidizing the non-standard meter subscribers if there

 17  is no cost recovery from the 6,700, correct?

 18       A    I don't necessarily agree with that.  I think

 19  as a matter of policy, as a principle, it's unfair to

 20  ask one group of customers to pay a cost and another

 21  group of customers be excused from paying the cost that

 22  they caused on the system.

 23       Q    I didn't ask about a matter of policy.  I'm

 24  talking about as a matter of actual fact.  Are they

 25  subsidizing those customers if their rates do not
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 01  change?

 02       A    The way I've defined subsidy, yes.

 03       Q    Okay.  So it's theoretical subsidization?

 04       A    No, it's based upon policy and what the

 05  Commission has done in the past and the principles of

 06  good ratemaking.

 07       Q    Okay.  So would you argue that the customers,

 08  the general body of customers, if the -- and you would

 09  agree the costs are in the 3 to $4 million range?

 10       A    I believe that I heard Mr. Onsgard state that

 11  the costs generally are in that order of magnitude.

 12       Q    3 million of one-time in capital and 1 million

 13  or so of on-going O&M?

 14       A    I would accept that.

 15       Q    Okay.  1 million of annual on-going O&M?

 16       A    Yes.

 17       Q    Okay.  So would you also agree with me that

 18  the recovery or non-recovery of those costs could have

 19  no effect on FPL's ability to earn within its authorized

 20  rate of return range?

 21       A    I would agree.  And I would argue that's not

 22  the standard to determine whether there's a subsidy or

 23  whether there's fairness between customer groups.

 24       Q    But you would also agree with me that the

 25  general body of customers, to the extent the
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 01  non-standard costs are not being recovered, they would

 02  not be deprived of the opportunity to have lower rates

 03  during the base rate freeze period simply because of the

 04  non-recovery of the NSMR costs?

 05       A    I think that's -- yes, I think that's probably

 06  a function of the settlement agreement and the

 07  parameters that are contained in that.  But I'll also

 08  point out that there's a specific provision within the

 09  settlement that allows FPL to make a tariff filing for

 10  an optional service, so it is contemplated within the

 11  scope of the settlement.

 12       Q    Well, that provision, you would agree, doesn't

 13  mandate that FPL recover costs in this manner, it just

 14  allows them to; you would agree with that?

 15       A    It is permissible.  It's not mandatory.  Just

 16  like the NSMR tariff is permissible to customers in an

 17  optional provision.

 18       Q    Now, you would agree with me -- I can show it

 19  to you -- but you would agree with me that FPL's last

 20  surveillance report shows them earning 11.29 percent

 21  return on equity, wouldn't you?

 22       A    I have not seen that surveillance report, but

 23  I don't have any basis to question that that is the

 24  result.

 25       Q    Okay.  And you would also agree with me that
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 01  the rate of return range that the settlement prescribed

 02  was between 9.5 on the bottom end and 11.5 on the top

 03  end?

 04       A    Based upon my recollection, I believe that is

 05  correct.

 06       Q    Okay.  Would you also agree with me, without

 07  me having to pass an exhibit with Mr. Dewhurst's

 08  testimony that 100 basis points on equity roughly

 09  yielded was equivalent to $160 million in revenue

 10  requirements?

 11       A    I seem to also recall that metric as well.

 12       Q    Okay.  So by simple extrapolation, you would

 13  agree with me that 179 basis points, i.e., the

 14  difference between 9.5 and 11.29, would be about

 15  $286 million in revenue requirements?

 16       A    I'm not disputing that math.  But as a matter

 17  of policy, Commissioners, if the logic is that the

 18  company is not under earning and that you always excuse

 19  customers who choose an optional service from paying

 20  their fair share, it is unfair to the other customers.

 21  And if you continue that practice time after time after

 22  time after time, you're going to be driving the

 23  company's earnings down.  And it's not the purpose of

 24  regulation to set rates which are going to ultimately

 25  deny the company the opportunity to earn a fair return
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 01  unless they file another rate case.

 02       Q    Now, you do have some experience and

 03  recollection and memories of what used to be called

 04  extended area of service in the telecom industry, don't

 05  you?

 06       A    Mr. Rehwinkel, you're going way back, but I do

 07  recall that.

 08       Q    Okay.  An extended area of service

 09  essentially, by certain processes, migrated toll calling

 10  to some form of local calling, maybe a pay by call or a

 11  call allowance, for routes in an area that were close to

 12  a larger setting; would you agree with that?

 13       A    That happened on many occasions, yes.

 14       Q    Okay.  And initially what happened is these

 15  services were -- the costs of these services were

 16  attributed to the cost causer, i.e., the outlying area

 17  of customers who wanted to have toll calling into the

 18  larger area, right?

 19       A    I don't recall that, Mr. Rehwinkel.  If you

 20  can point me to an order, I'll be glad to take a look at

 21  that.  I'm not sure when you talk about cost, what

 22  you -- I'm at a loss.  I can't follow your question.

 23       Q    You recall the concept of basic local rates

 24  where a customer would pay a flat rate and get unlimited

 25  local calling?
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 01       A    Yes, indeed.

 02       Q    Right.  And if they wanted to call, say, from

 03  Tallahassee to Panama City, they would pay a toll

 04  charge?

 05       A    Yes.

 06       Q    A usage base charge.  And if they lived in,

 07  say, Hosford, that was a toll charge.  And it was

 08  eventually converted to an EAS charge of maybe 25 cents

 09  a call with a three call free allowance?

 10       A    Yes.

 11       Q    Okay.  And ultimately over time, those costs

 12  were actually melded into the base rate as calling areas

 13  expanded; you would agree with that?

 14       A    Yes.

 15       Q    Okay.  So these incremental costs that were

 16  driven by toll users, they ultimately became, at some

 17  point, folded into the basic rate in the phone area,

 18  right?

 19       A    Mr. Rehwinkel, this is where I've got to

 20  depart with you because you're using the term "cost."

 21            Commissioners, back in telephone regulation

 22  days when they were base rate regulated, it was known

 23  that basic service, basic residential service was

 24  priced underneath its costs as a matter of public

 25  policy.  And toll calls were actually priced way above

�0266

 01  costs.  And that's part of the problem that happens in

 02  regulation when you have subsidies between different

 03  groups and why it's not a good policy in the long run,

 04  particularly when competition is introduced.

 05            So when you use the term "cost," that the

 06  customers who were previously paying high toll calls,

 07  which were actually priced above cost, somehow were not

 08  paying their fair share of cost when all they were

 09  wanting to get was basic local service, that was

 10  already below cost.  We're being very loose with the

 11  terms "cost" and whether there's a subsidy one way or

 12  the other.

 13            The argument could be made that the subsidy

 14  was actually between those customers who did not have

 15  the local service and were paying the high toll

 16  charges.

 17       Q    I appreciate the tutorial.  But my point was,

 18  is that ultimately costs that were for discretionary

 19  services became, over time, melded into the fixed costs

 20  that all general body of ratepayers paid; would you

 21  agree with that?

 22       A    I would agree that that was the result, yes.

 23       Q    Okay.  You are aware, are you not, that FPL

 24  originally proposed to recover the up-front and one-time

 25  capital costs over a three-year period?
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 01       A    Yes.

 02       Q    Okay.  And if they did that, that period would

 03  also coincide with the base rate freeze period, right,

 04  if you started it this year, 2014, 2015 and 2016?

 05       A    Yes.

 06       Q    Okay.  I just have one final question, and

 07  this is just clarification so I understand what you mean

 08  here.  And I don't think you mean it this way.

 09            But if I can get you to turn to page 14 of

 10  your rebuttal.  On line 10 you're referring to testimony

 11  of Ms. Martin that you cite in the section above that.

 12  Do you see that?

 13       A    Yes.

 14       Q    And you say, "These distinctions/assertions

 15  are fiction."  You're stating right there you disagree

 16  with her factual presentation but you're not saying that

 17  she's being dishonest or making it up?  That's not what

 18  you mean by "fiction," right?

 19       A    You're correct, that's not what I meant by

 20  that term.

 21       Q    Okay.

 22       A    Perhaps it was a poor choice of terms.

 23       Q    Thank you very much.

 24            MR. REHWINKEL:  Those are all the questions I

 25       have, Mr. Chairman.
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 01            CHAIRMAN GRAHAM:  Thank you, Mr. Rehwinkel.

 02            Mr. Jacobs.

 03            MR. JACOBS:  Mr. Chairman, I will have a bit

 04       of testimony, if you want -- what's your pleasure

 05       about doing a break?  We can get started or we can

 06       come back later.

 07            CHAIRMAN GRAHAM:  Go ahead.

 08            MR. JACOBS:  Very well.

 09                     CROSS EXAMINATION

 10  BY MR. JACOBS:

 11       Q    Good afternoon.

 12       A    Good afternoon.

 13       Q    There ought to be a Barbara Streisand song

 14  playing about now, shouldn't there?  It's been a long

 15  time since we saw one another.

 16       A    It has been a while.

 17       Q    Well, I would like to start by belaboring some

 18  of your background and experience, though, I'm well

 19  familiar with it.  You have appeared in rate case

 20  proceedings, have you not?

 21       A    Yes.

 22       Q    And, in fact, you've appeared as a witness in

 23  the most recent rate proceeding for Florida Power &

 24  Light, have you not?

 25       A    Yes.
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 01       Q    So based on that, you have familiarity with

 02  the materials and support that go into those

 03  proceedings, correct?

 04       A    General familiarity, yes.

 05       Q    You have to review the policies and the

 06  methodology of Florida Power & Light in calculating

 07  rates and charges for the smart meter program; is that

 08  correct?

 09       A    No.  I'm aware that that was an issue that was

 10  contained in the prehearing order during that rate case,

 11  yes.

 12       Q    Okay.  And then as a general matter, you have

 13  regulatory ratemaking expertise and you're very familiar

 14  with the whole concept of developing rates for regulated

 15  utilities; is that correct?

 16       A    Yes.

 17       Q    And you've testified that there are specific

 18  guides and standards in developing those rates that are

 19  a statutorily basis, correct?

 20       A    There are statutory direction to ratemaking,

 21  yes.

 22       Q    And that statute requires that they be fair

 23  and reasonable; is that correct?

 24       A    Yes.

 25       Q    And in this particular proceeding, in addition
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 01  to your testimony, have you reviewed the testimony of

 02  Mr. Onsgard?

 03       A    Yes.

 04       Q    And, of course, you testified regarding your

 05  review of Ms. Martin's testimony, correct?

 06       A    Yes.

 07       Q    Now, in your direct testimony on page 7, you

 08  reference some proceedings, some analogous proceedings

 09  where non-standard services have been adopted by the

 10  Commission; is that correct?  I believe it's line 13.

 11       A    I do in my testimony reference other

 12  non-standard services.

 13       Q    And you specifically reference these

 14  proceedings and you cite administrative rules that go

 15  along with them.  That denotes that those services in

 16  the tariff that go along with them will adopt it in a

 17  rule making; is that correct?

 18       A    Yes.

 19       Q    Okay.  So in these instances, a relatively

 20  formal -- very formal process was engaged in order to

 21  review and assess what would be the inherent costs that

 22  go into developing these non-standard services; you

 23  would agree?

 24       A    Yes, it was a formal process, just like this

 25  is a formal process that we're engaged in presently.
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 01       Q    Right.  And normally that entails cost studies

 02  and a whole elaborate level of support, does it not?

 03       A    Well, I'm not sure that there were specific

 04  cost studies provided in these rules.  There were

 05  parameters set out as to how cost studies and

 06  incremental costs would be determined on a case-by-case

 07  basis.

 08       Q    Okay.

 09       A    In this case, we do have a specific cost study

 10  for the tariff that is being proposed in this docket.

 11       Q    Now, in this docket, there was no such process

 12  followed, was there?  There has not been a formal rule

 13  making nor has there been any formal analogies done

 14  subject to rule --

 15       A    There has been no formal rule making, nor

 16  should there be.  And this case is not at a point to

 17  where there should be any formal rule making.

 18       Q    So is there some standard governing when you

 19  would do a rule making as opposed to when you were doing

 20  a non-standard service?

 21       A    It's generally accepted that when the

 22  Commission, through specific cases, has developed a

 23  policy that at some point it is expedient to take that

 24  to a rule making.  But this is the first such tariff

 25  that's been filed in Florida, so I think on its face,
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 01  it's probably not appropriate for it to have been done

 02  in a rule-making proceeding.

 03       Q    So in your assessment and view, the dividing

 04  line would have been after these services had undergone

 05  some period of experience in some prior tariffs and

 06  revision of tariffs and then you would go to rule making

 07  on them?

 08       A    Let me be clear.  It's not the purpose of my

 09  testimony by referring to rules as to whether this

 10  Commission should engage in any type of rule making for

 11  this.  But I would agree that at this point, there's no

 12  need for any type of rule making.  This fact-specific

 13  docket to look at this is sufficient.

 14       Q    Okay.  And when you say "fact specific," could

 15  you explain a bit more what that means?

 16       A    The facts based upon FPL's costs that are

 17  being proposed as part of its tariff.

 18       Q    So because, in your view, those costs are

 19  fairly well defined and very clear, then a less rigorous

 20  assessment of that is what's appropriate?

 21       A    No, I didn't use the term "less rigorous,"

 22  that's your term.  I don't think there's anything about

 23  this proceeding that has been less rigorous.

 24       Q    My point being there's a set of scenarios, I

 25  think, a set of criteria that you just described where
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 01  it would be appropriate to go to rule making and then

 02  there's a set of criteria where you've testified rule

 03  making is not necessarily called for.

 04            And my question is in this docket, your view

 05  is that this is a scenario where rule making is not

 06  called for?

 07       A    Well, you've just summarized what I said

 08  previously.

 09       Q    Okay.  Well, good.

 10            Let's talk a little bit about one of those

 11  dockets that you looked at, and specifically the

 12  Rule 25-6.078 dealing with the installation of

 13  underground facilities.  In that particular proceeding,

 14  there was a very extensive regimen of details laid out.

 15            And specifically let me ask you this.  That

 16  rule provides that a customer can tailor the rate that's

 17  applied to them by coming in and actually contributing

 18  some work to do that, can't they?  So if they were to

 19  come in and contribute a part of a lateral, that rule

 20  would allow their rate to be affected by that, would it

 21  not?

 22       A    If you could refer me to the rule, I'll take a

 23  look at that.  I can't confirm or deny that based upon

 24  -- I'm familiar with the basis of the rule and the

 25  general policies behind it, but that's detail that I
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 01  can't confirm or reject.

 02       Q    Okay.  Very well.  So your answer would be the

 03  same if I were to ask you about any credits that were

 04  offered to customers under that rule as well?

 05       A    I'm generally familiar with the concept of

 06  credits within that rule.

 07       Q    Are you familiar with how those credits work

 08  under that underground rule?

 09       A    I am aware that there are credits that are

 10  part of the calculation.  I can't provide any detail as

 11  to how that calculation is performed.

 12       Q    Please, let's go to page 9 of your testimony,

 13  beginning at line 7.  Here you talk about the idea of

 14  how cost causers are allocated -- or the charge for the

 15  costs that they cause, and you specifically cite a rate

 16  proceeding with TECO, right?

 17       A    Yes.

 18       Q    So in that proceeding, TECO requested

 19  additional rates to cover a same day kind of a delivery

 20  service; is that correct?

 21       A    Yes.

 22       Q    And the decision was to offer an alternative

 23  service than the same day, correct?

 24       A    Yes.

 25       Q    In that case, there was a general rate review
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 01  that would have -- where they allowed those current

 02  costs to be approved, was there not?

 03       A    Yes, it was done in the context of a rate

 04  proceeding, yes.

 05       Q    So all of those costs were scrutinized in the

 06  context of that proceeding, the costs of the next day

 07  and alternative service; is that correct?

 08       A    Yes, it was part of a rate proceeding.  But

 09  what needs to be emphasized is that these particular

 10  costs for this optional service were done on an

 11  incremental cost basis, the same basis that's being done

 12  in this tariff proceeding.

 13       Q    I'll come back to that in just a second.

 14            So sticking with the TECO, at the end of that

 15  proceeding, because of the review in that rate process,

 16  both the same day and the alternative services had

 17  undergone a cost-based analysis of those service

 18  options; you would agree?

 19       A    They were subjected to an incremental cost

 20  analysis.  It just so happened it was within the context

 21  of a rate case, just like this tariff filing is being

 22  analyzed in terms of an incremental cost study and the

 23  results of that.

 24       Q    Now, let's talk about that.  So this tariff

 25  filing, according to your testimony, is being evaluated
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 01  in the context of a rate proceeding; that is correct?

 02       A    The TECO case was a rate case.

 03       Q    No, no, no, we moved on that.  We're talking

 04  about this particular tariff filing.

 05       A    Oh.

 06            MR. JACOBS:  I'll mark an exhibit, Madam

 07       Chair.

 08            THE WITNESS:  Is there a question pending,

 09       because if there is, I'm lost?

 10  BY MR. JACOBS:

 11       Q    I'm sorry, I may not have been clear.  My

 12  question was in this particular tariff filing, there

 13  is -- there had been some evaluation of the issues in

 14  this tariff filing in the context of a rate proceeding;

 15  is that not true?

 16       A    Oh, that's absolutely untrue.

 17       Q    Okay.

 18            COMMISSIONER EDGAR:  Ms. Helter, are we on 27?

 19            MS. HELTON:  By my count, yes, ma'am.

 20            COMMISSIONER EDGAR:  Okay.  Then we will mark

 21       this as Number 27, Interrogatory Number 42,

 22       Response to Martin.

 23            (Exhibit No. 27 was marked for

 24       identification.)

 25            MR. JACOBS:  Madam, this is already in the
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 01       record, I believe, as a part of Exhibit 16.

 02            COMMISSIONER EDGAR:  Okay.

 03  BY MR. JACOBS:

 04       Q    Have you had a moment to review it,

 05  Mr. Deason?

 06       A    Yes.

 07       Q    Can you describe for us what this document is

 08  or what the information in the document is, rather?

 09       A    It's in response to an interrogatory that was

 10  propounded by Witness or Intervenor Martin,

 11  Interrogatory Number 42, and it dealt with a filing

 12  within Docket 120015, which was a rate proceeding.

 13       Q    Now, I want to direct you first to the chart

 14  that's indicated here.  And the company's response is

 15  that these were proposed in its last rate proceeding.

 16  There is a service charge for a reconnect of nonpayment,

 17  correct, and that's a current charge of 17.66, and the

 18  cost-based charge for that is 46.13, do you see that?

 19       A    I do see that, yes.

 20       Q    And then there's an initial

 21  connection/disconnect, and the cost for that is 14.88

 22  and the cost-based charge is 18.21; is that correct?

 23       A    That's what's shown here, yes.

 24       Q    And field collection, we'll look at that one.

 25  Field collections current charge is 5.11 and the
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 01  cost-based charge for that is 25.80; is that correct?

 02       A    Yes.

 03       Q    Now, in the narrative supporting this below

 04  that chart, have you had a chance to review that?

 05       A    Yes.

 06       Q    Isn't this a statement or position by the

 07  company recognizing this cost -- the disparity between

 08  the charges that were being proposed and the actual

 09  costs of these services?

 10       A    There is a disparity, and there's an

 11  explanation as to why the company felt that the current

 12  charges apparently were appropriate considering that

 13  there were anticipated automation associated with these

 14  services, except for field collections.

 15       Q    Correct.  In fact, I'll just read it.  The

 16  statement is that "FPL believes that maintaining the

 17  current charges in light of higher automation beyond

 18  2013 was an appropriate thing to do as it recognized

 19  that the actual costs would decrease with automation

 20  while the new rates were in effect and also minimize

 21  rate volatility."  Do you see that?

 22       A    I do, yes.

 23       Q    Okay.  Earlier you said, I believe in your

 24  summary, that the Commission ought to exercise clear and

 25  appropriate discretion to ensure that, number one,

�0279

 01  cross-subsidies don't exist, and number two, that

 02  there's fairness across rate classes; is that correct?

 03       A    Yes.

 04       Q    So let's look at one of these charges, the

 05  reconnect for nonpayment.  There's a different -- that

 06  difference between the 17.66 and the 46.13 -- I've done

 07  the calculations, so it's about 28 bucks, thereabouts --

 08  that difference doesn't go away into thin air, does it?

 09       A    Well, it depends upon your definition of going

 10  away in thin air.  According to this response, due to

 11  automation, that cost differential was expected to

 12  decline.  I don't know if it was going to completely

 13  disappear.  I don't know if that level of detail is in

 14  this response.

 15       Q    How would that -- how would ultimately the

 16  actual cost -- strike that.  I won't say where it was.

 17            But for purposes of this filing, the

 18  difference between these two numbers is actually dealt

 19  with, isn't it, in the proceeding where this was filed;

 20  isn't that correct?

 21       A    This was the 120015.  This is the case that

 22  was settled.

 23       Q    Correct.

 24       A    I assume that the charges that resulted -- the

 25  tariffs that resulted from that settlement, I assume
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 01  addressed these particular charges, but I can't say for

 02  sure if it did or did not.

 03       Q    Okay.  Allow me to digress.  And I apologize

 04  in advance, because I know it's well within your

 05  expertise.  So before all of this happened, there was --

 06  before the filing of the rate case, there was a test

 07  year determined, was there not?

 08       A    Yes, a project test year, as I recall.

 09       Q    And in that test year, tariffs were developed

 10  and to be proposed for the revenue filing; is that

 11  correct?

 12       A    Yes.

 13       Q    And with regard to smart meters, now at this

 14  point when this was filed, Florida Power & Light was in

 15  the process of deploying smart meters, as we heard

 16  earlier from Mr. Onsgard.  So they still needed to

 17  install a significant number of smart meters when this

 18  was filed, correct?

 19       A    If that's what Mr. Onsgard said.  I have no

 20  basis to disagree with his testimony.

 21       Q    And I think you responded earlier -- I'm

 22  sorry, not you -- there was also in testimony earlier

 23  that there were some business customers that were still

 24  needing to be installed.  So at the time of this filing,

 25  there are customers who are sitting and taking service
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 01  of the smart meters and there are a whole number of

 02  customers who are in transition, they're going to be,

 03  but they're not yet, and then there are customers out

 04  there who have chosen not to take this service; do you

 05  agree?

 06       A    I agree that the deployment of smart meters

 07  was transitioning and then it was not complete.

 08       Q    Okay.  Now, does this current charge -- was

 09  that modified or tailored to any of those classes, this

 10  same charge, was it charged to each one of those

 11  classes?

 12       A    Which classes?  To which are you referring?

 13       Q    The customers who were on smart meters, the

 14  customers who were in the process of transitioning or

 15  had not gotten the smart meter but were going to and the

 16  customers who had clearly identified that they did not

 17  want the smart meters?

 18            MS. MONCADA:  Mr. Chairman, or is it Madam

 19       Chair at this point -- has the gavel been passed --

 20       he's straying -- Mr. Jacobs, respectfully, he's

 21       straying beyond the scope of Mr. Deason's testimony

 22       and asking him specific questions about what FPL

 23       filed in its last rate case, which is beyond what

 24       he's here to testify about.

 25            CHAIRMAN GRAHAM:  Mr. Jacobs.
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 01            MR. JACOBS:  This line of questioning goes

 02       specifically to the testimony by Mr. Deason as to

 03       allocation of costs to customers, to the extent

 04       that we're talking about these filings, it's only

 05       representative.  This is all going to the idea of

 06       how costs are allocated to customer classes and

 07       whether or not there are subsidies, whether or not.

 08            CHAIRMAN GRAHAM:  Mary Anne.

 09            MS. HELTON:  Can you point me to where in

 10       Mr. Deason's testimony you're referring to that

 11       it's directly related to?

 12            MR. JACOBS:  Absolutely.  One place was just

 13       the subject of cross examination with

 14       Mr. Rehwinkel.  I believe that was Page 14,

 15       thereabouts, line 10, or was it 12?  I'm sorry,

 16       that was rebuttal.

 17            MS. HELTON:  I'm sorry, you're talking about

 18       the rebuttal, because I was looking at the direct?

 19            MR. JACOBS:  I'm confirming that, if you'll

 20       give me just a moment.  It is rebuttal and it's on

 21       page 7.

 22            MS. HELTON:  I'm sorry, can you say that one

 23       more time, I didn't catch it.

 24            MR. JACOBS:  This is rebuttal testimony, we're

 25       on page 7, and we're beginning at line 8, there was
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 01       discussion.  And then there's also discussion about

 02       recovery amongst classes that I'm looking for now.

 03            That is one element that's beginning on

 04       line 17 of that same page, "The costs of the

 05       non-standard service are independent of rates for

 06       standard services in a rate case.  These costs can

 07       be determined on an incremental basis."  That

 08       whole line of discussion there.

 09            The other is in -- if you'll give me a

 10       minute, I'll find it, it is in his direct.

 11            MS. HELTON:  Mr. Deason is talking about costs

 12       with respect to a rate case on these pages that

 13       Mr. Jacobs pointed to.  Maybe if there's -- he can

 14       help us hone in and get to the point, that might

 15       help a little bit, Mr. Chairman.

 16            MS. MONCADA:  And I would agree to that.  If

 17       the questions were more closely tied to what

 18       Mr. Deason had testified about, I will waive my

 19       objection.

 20            MR. JACOBS:  Thank you.

 21            CHAIRMAN GRAHAM:  Proceed.

 22  BY MR. JACOBS:

 23       Q    Mr. Deason, let me go back to what has been

 24  identified as Exhibit 27.  Now, what I want to go now to

 25  is the first sentence of the response.  This says, "Part
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 01  of the requirements in Document 120015, services charges

 02  reflected in 2013 projected cost and transaction for a

 03  blended of manual and automated collections and

 04  connect/disconnect activities."

 05            The charges that are reflected in this chart

 06  are anticipated to cover activities covering both smart

 07  meters and noncommunicating or what we now know as

 08  non-standard meters; is that correct?

 09       A    I'm not sure I can say that is correct or

 10  incorrect.  It is my understanding that there was no

 11  distinctions made in this rate case between non-standard

 12  meter customers and standard meter customers because it

 13  was not an issue, it was not a matter that was included

 14  within the test year.  So I'm really at a loss to answer

 15  your question one way or the other.

 16       Q    Okay.  Let's now shift down to the next to the

 17  last sentence of this narrative.  It says, "Field

 18  collection service charge costs are not -- field

 19  collection service charge costs are not affected by

 20  automation.  However, since FPL was not proposing to

 21  increase the other service charges, to minimize rate

 22  volatility, the company decided to keep this charge at

 23  its current rate."

 24            Now, let's look at the field collections

 25  charge.  The actual charge is 5.11 and the cost is
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 01  25.80.  Is that a cost subsidy?

 02       A    Yes, I would say that it is.

 03       Q    And according to this narrative, the company,

 04  in its discretion, chose to retain a cost equity -- I

 05  mean, cost subsidy; is that correct?

 06       A    Yes, for other considerations.  And they

 07  presented that to the Commission to utilize its

 08  discretion to make a determination as to whether that

 09  inherent cross-subsidy was still reasonable.

 10       Q    Now, your earlier discussion with

 11  Mr. Rehwinkel regarding the telephone example, you

 12  indicated that while you do not believe, as a matter of

 13  principle, this situation should exist, whether there's

 14  public policy to support it in your instance, the public

 15  policy behind telecommunications, then it might be

 16  feasible.

 17            Is there such a public policy that you're

 18  aware of that supports this particular decision?

 19       A    Here again, are you referring to field

 20  collections specifically?

 21       Q    Yes.  Field collections, yes.

 22       A    All I can tell you is by what was stated in

 23  the interrogatories.  And there was a concern about

 24  implementing one service charge when others were not

 25  being proposed to be changed and concerns about price
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 01  volatility.  All of these are general pricing concepts

 02  that fall within the discretion of the Commission.  And

 03  apparently, FPL was presenting it to the Commission in

 04  those terms.

 05       Q    Now, this all is in the mantra of proposing

 06  cost-based services; would you agree?

 07       A    Yes, this was done within a rate case and it

 08  is the purpose of a rate case to set cost-based rates.

 09       Q    Now, but you would agree with me that this

 10  charge -- in fact, none of these charges here are cost

 11  based; would you agree?

 12       A    I would agree that based upon the comparison

 13  of the current charge and the cost study, that there's a

 14  disparity which would indicate that the current charges

 15  were no longer cost based.

 16       Q    And the rationale for retaining the scenario

 17  of a less than cost-based costing structure is not

 18  something that's borne in public policy; would you

 19  agree?  It's the company's decision?

 20       A    No, I think it's based on policy.  I mean, the

 21  company presented a reason.  We have to also recall that

 22  this is a test year with a projected test year and there

 23  was a concern about, while this disparity existed at the

 24  present time, that that disparity was going to be

 25  diminished.  So as a matter of what was presented to be
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 01  the best policy was presented to the Commission to keep

 02  the current rates unchanged, even though they apparently

 03  did not cover the costs based upon a 2013 cost study.

 04       Q    Now, in your analysis for the case, did you

 05  identify a time or a circumstance when the company would

 06  resolve that disparity?

 07       A    Did I do that?

 08       Q    Right.

 09       A    No, I did not do that.

 10       Q    So on a going forward basis, there is no clear

 11  demarcation point when the company, after having made

 12  this decision, would come back now and report or

 13  actually act to modify or revise this circumstance, is

 14  there?

 15       A    Here again, that would be a matter that if

 16  that's information the Commission wanted, I think they

 17  would have included that in their order approving the

 18  stipulation.  I don't know if that's part of that

 19  resolution or not.

 20       Q    Okay.  Now, in this proceeding, our mission is

 21  to identify the incremental costs related to charging.

 22  And you correctly testified the incremental costs that

 23  are associated with offering this non-standard meter

 24  service.

 25            Is it your testimony, given that we now have
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 01  this, what I'll call a lingering cost resolution -- and

 02  we'll just look at these charges here -- is it your

 03  testimony that for these four charges, it would be

 04  possible to develop incremental costs competently in

 05  order to set charges for the non-standard meter?

 06       A    Can you repeat your question?  I didn't follow

 07  it.

 08       Q    For the services that are listed here, is it

 09  your testimony that it would be possible to establish

 10  and legitimize incremental costs for these services in

 11  order to support the non-standard meter service?

 12       A    No, I don't see any relation between these and

 13  non-standard meter.

 14       Q    Okay.  Let's walk through that.  So for a

 15  non-standard meter, there is, in fact, a reconnection

 16  charge in the non-standard meter; is that correct?

 17       A    There is a reconnect charge for all customers.

 18       Q    There's a field collection charge, isn't

 19  there?

 20       A    Yes, there's a field collection charge.

 21       Q    And now we see that not just -- well, let me

 22  point you to what has been identified as Exhibit, I

 23  believe, 26.  Let me make sure.

 24            Do you have that?

 25            MS. MONCADA:  Mr. Chairman, he does not.  That
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 01       exhibit was presented while Mr. Onsgard was on the

 02       stand.  If I may have an opportunity to present it

 03       to Mr. Deason.

 04            CHAIRMAN GRAHAM:  You may.  I would give

 05       Number 25 as well.

 06            MR. JACOBS:  Yes, please.

 07  BY MR. JACOBS:

 08       Q    Have you had a chance to review those,

 09  Mr. Deason?

 10       A    I have reviewed the title pages.

 11       Q    I would ask you to look at the first page, I

 12  believe Schedule E13B from test year 12/31/13.

 13       A    Okay.  I have the schedule in front of me.

 14       Q    Okay.  And if you would, then, look at line 9

 15  and under column 3.  You see that field collections has

 16  a present charge of 5.11, and that's consistent with

 17  what we've seen here in this Exhibit 27.  And if you

 18  look at line 11, you see reconnect for nonpayment, and

 19  if you look on column 3, you see the 17.66 that's also

 20  reflected here, I believe.

 21       A    I see that.

 22       Q    Now, the second page of Exhibit 26 is test

 23  year ending 12/31/11, Schedule E13B.  Do you see that?

 24       A    Yes, I do.

 25       Q    And if you look at line 9, again, in the field
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 01  collection, same chart, you see 5.11 there again, right?

 02       A    Yes.

 03       Q    And then if you look at line 11, reconnection

 04  for nonpayment under column 3, we see the 17.66,

 05  correct?

 06       A    I do.

 07       Q    So not just for the 2013 proposal but also for

 08  the earlier proposal, the company has chosen to allow

 09  these charges to proceed other than cost based; you

 10  would agree?

 11       A    I see that the proposed charge is higher than

 12  the present charge.  And I would assume that that's

 13  based upon cost considerations.

 14       Q    I'm sorry, could you restate that, please?

 15       A    Well, which test year are you looking at

 16  again?

 17       Q    Actually, I'm summarizing them both.

 18       A    Okay.

 19       Q    My question was in both of these test years,

 20  these charges were identical.  And so in both of these

 21  test years, the company chose to proceed with charges

 22  that were not cost based; is that correct?  Certainly if

 23  you look at the response in Exhibit 27?

 24       A    Well, I suppose I'm at a loss.  I'm looking at

 25  schedules for two different test years.  For the test
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 01  year ending 12/31/11, there is a proposed charge that is

 02  different from the then existing present charge.  And

 03  then for the test year 12/31/13, I see where the present

 04  charge and the proposed charge is the same amount.

 05       Q    So that we're on the same pages, on the first

 06  page -- and I apologize that it's not numbered -- this

 07  is a test year for 12/31/13 in the top right, and we

 08  looked at line 9 for field collections, and the present

 09  charge is 5.11, and on line 11, the present charge is

 10  17.66.

 11            And the preamble of my question was that if

 12  you look at the second page, which is the test year of

 13  statement for year 12/31/11 and you look at line 9, it's

 14  the same charges as we saw on the prior -- on the first

 15  test year.  And if you look at line 11, again, you see

 16  the same charge as was included in the test year for

 17  12/31/13.

 18       A    I agree that the numbers are the same within

 19  the same column 3 present charge on both of these

 20  schedules.

 21       Q    Now, these charges are recovered from

 22  customers in a miscellaneous service charge and rates;

 23  is that correct?

 24       A    I think that's the general category, yes.

 25       Q    Now, if we go back to the narrative in
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 01  Exhibit 27, there is an expectation that the ultimate

 02  cost will be affected by automation?

 03       A    That's what's stated there, yes.

 04       Q    Right.  So as we come now to determine what

 05  the incremental costs are, wouldn't it be necessary to

 06  develop some kind of a baseline to know where we are

 07  with regard to the overall cost of service?

 08       A    Please repeat your question.

 09       Q    As we now come to this exercise in this docket

 10  where we're looking to develop the non-standard meter,

 11  wouldn't we need to have some kind of a baseline to

 12  determine how to calculate incremental cost?

 13       A    Yes.  And that baseline is these costs are

 14  calculated, as Mr. Onsgard stated, is these are the

 15  incremental costs, being those costs that would not

 16  exist but for customers choosing the option.  So that is

 17  the baseline, that's the standard.

 18       Q    Okay.  So in this instance, you would figure

 19  out what the difference between the cost for the

 20  non-standard meter is and you would look at the cost

 21  that's stated here, the 46.13; is that correct?  And you

 22  would make some distinction between that cost that's

 23  described for the -- we haven't gotten there yet, but we

 24  will -- but the cost that's developed for the

 25  non-standard meter, and you would determine the
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 01  difference between what's stated here in Exhibit 27 as

 02  the cost-based charge under the rate case; is that

 03  correct?

 04       A    No.

 05       Q    Why not?

 06       A    Because in these situations, you had an

 07  existing optional service that already had a current

 08  charge and so this was an analysis of the differential.

 09  I mean, it was a comparison, not an analysis, but it's a

 10  comparison of what the costs were and what the current

 11  charges were.

 12            In the situation here, we have a brand new

 13  service, there's no existing current charge for the

 14  service.  And the analysis done by Mr. Mr. Onsgard is

 15  incremental.  So everything in his cost study is

 16  incremental and there's no cost embedded in base rates

 17  that need to be compared against what his incremental

 18  costs show.

 19       Q    Did you hear the testimony -- were you here

 20  for Mr. Onsgard's testimony?

 21       A    Yes.  I was in and out some, but I was here

 22  for most of it.

 23       Q    Okay.  And we'll document it in a moment, but

 24  you did see and you did hear that we talked specifically

 25  about a reconnection and field collections and the
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 01  derivation of what the company is proposing as a margin

 02  of cost has components in it that are analogous to a

 03  reconnect and analogous to a field collection.

 04            So what I'm hearing your testimony to be is

 05  that this statement of cost in this general rate

 06  provision has no relation to the cost that Mr. Onsgard

 07  identified in his proposal.  Is that your testimony?

 08       A    Well, the only relation I see is that they

 09  both are independent cost studies based upon an

 10  incremental analysis.  To that extent, they're similar.

 11  But beyond that, I don't really see a connection.

 12       Q    Now, let's conclude with this and then we'll

 13  move on.  The difference between the 17.66 -- we're

 14  looking at Exhibit 27 now.  The difference between the

 15  17.66 and the 46.13, okay, as I indicated earlier, that

 16  doesn't just disappear, there is a provision made for

 17  that difference, is there not, in the rate proceeding?

 18       A    I want to earnestly answer your question.  I

 19  think we may be talking past each other.  I don't

 20  understand your question.  My understanding of what's

 21  presented in response to Interrogatory 42, which I think

 22  you identified as Exhibit 27 --

 23       Q    Correct.

 24       A    -- this is a comparison between what an

 25  existing charge is, comparing it to what a 2013 cost
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 01  study indicates the cost to be.

 02       Q    Okay.

 03       A    And that's the purpose of these numbers in

 04  these two columns.

 05       Q    So my question now is very clear, the 2013

 06  cost-based charges for these services, isn't that a part

 07  of the revenue requirement that was presented by the

 08  company for approval?

 09       A    Well, it depends on what they requested in

 10  their billing determinants, applied to their billing

 11  determinants.  If they were seeking no change in the

 12  rate, they would have used the current charges and would

 13  have multiplied that by the number of projected

 14  incidences in which these charges would have been

 15  levied, and then that would give an amount of revenue

 16  which then would be added to the company's overall

 17  revenue streams to compare that to what the -- well, to

 18  achieve the revenue requirement in their MFRs.

 19       Q    Okay.  Now, if you would, let's go back to

 20  Exhibit 26, if you would.

 21       A    Okay.  I have Exhibit 26.

 22       Q    Now, what you just described, isn't that

 23  exactly what's spelled out here in line 9, column 5

 24  and --

 25            MS. MONCADA:  What page of the exhibit?
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 01            MR. JACOBS:  I'm sorry, I'm on Exhibit 26.

 02            MS. MONCADA:  What page of that exhibit?

 03            MR. JACOBS:  It's the first page, which is the

 04       test year for 12/13 -- 12/31/13, I'm sorry.

 05            THE WITNESS:  My Exhibit 26 page 1 is a cover

 06       sheet for minimum filing requirements.

 07  BY MR. JACOBS:

 08       Q    You should have two pages.  I've got them

 09  backwards.  This should be 25.  I'm sorry to confuse

 10  you.  Exhibit 25 I had as that one, but what I now

 11  realized is --

 12       A    I have Exhibit 25 which we were discussing

 13  earlier.

 14       Q    Okay.  So strike that.  My reference now is to

 15  Exhibit 25.

 16            So if you'll look at the first page of that

 17  and, again, look at line 9 and you go over to column 5,

 18  isn't that the calculation that you just described a

 19  moment ago?

 20       A    Yes, it's the revenues at present charges,

 21  which would be column 3 multiplied by the number of

 22  transactions.

 23       Q    So in the test year, the company made a

 24  projection for 490 -- I'm sorry, in terms of field

 25  collection, 213, close to 214 in transactions.  And in
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 01  the case of non-collections, 490, about 490

 02  transactions.  Do you see that under column 2 there for

 03  both lines?

 04       A    I do see that, yes.

 05       Q    And then look to acquire those charges and

 06  rates; is that correct, for this miscellaneous charge?

 07       A    Yes, these are the proposed charges and, yes,

 08  they multiplied it by the number of transactions to get

 09  an amount of proposed revenue.

 10       Q    All right.  Now, go back to my question.  So

 11  as to the difference between the 17.66 and the 46.16 and

 12  the difference between the 5.11 and the 25.80, that

 13  difference, that shortfall, isn't there a provision for

 14  the company to recover that in its rates?

 15       A    Within the context of the rate case or in the

 16  context of this document?

 17       Q    In the context of the rate case.

 18       A    Yes.  The fact that -- yes, I would agree with

 19  that.

 20       Q    All right.  So that difference just doesn't go

 21  away.  So we just looked at a page where they recovered

 22  revenues based on that miscellaneous charge but then

 23  they also recovered the difference between this in base

 24  rates?

 25       A    Yes, to the extent -- to make the company
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 01  whole from a revenue requirements basis, if there's a

 02  shortfall in one area, it has to be made up in another

 03  area.

 04       Q    So perfect, that goes to my next question.

 05            Now, if we understand the narrative, there is

 06  a bit of volatility that's going on in the midst of this

 07  process.  The company is moving to automation.  It fully

 08  expects the cost for these services to be affected by

 09  that and, therefore, the recoveries under the rate

 10  tariffs and provisions should reflect that, do you

 11  agree, in order to be cost based?

 12            In other words, shouldn't it be the case that

 13  if the company knows and expects that the costs are

 14  going to be favorably affected because it's moving to

 15  automation but its present rate filings reflect costs

 16  that are influx, somehow, someway, there should be

 17  something to reflect that positive effect, shouldn't

 18  there?

 19       A    And your question assumes something that I

 20  can't verify or reject.  It would depend upon the facts

 21  of the projections that the company made at the time

 22  that they filed their case and what costs they were

 23  projecting and whether those projections did or did not

 24  include any impacts from automation.  That's simply a

 25  fact I don't know at this point.
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 01       Q    But would you agree, then, that this narrative

 02  certainly anticipates that there would be such a

 03  positive affect, the narrative in Exhibit 27?

 04       A    Yes.

 05       Q    Okay.  Is your position then that now in the

 06  non-standard proceeding, that we want to develop

 07  cost-based charges for the non-standard tariff, that we

 08  can do that effectively and not ever even consider this

 09  history?  Is that your position?

 10       A    Yes.

 11       Q    Okay.  And how is that?

 12       A    It's based on appropriate ratemaking standards

 13  and statutory provisions and precedents and policies of

 14  this Commission, which I explained in my testimony.

 15       Q    Now, isn't a very important element of those

 16  ratemaking standards the cost history of a service?

 17       A    Yes, cost histories is useful information.

 18  But when comes to basing rates, it's the current cost or

 19  at least the projected cost, if it's within the context

 20  of a projected test year.

 21       Q    And, in fact, we heard testimony from

 22  Mr. Onsgard that there was a very significant level of

 23  averaging and cost analysis done when the proposal was

 24  done for the NSMR; is that correct?

 25       A    Yes, I understand that there is averaging in
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 01  that process.

 02       Q    Okay.  So your testimony is that we can

 03  accomplish fair and reasonable estimates of incremental

 04  costs and do it in isolation of this non-standard

 05  proceeding and never ever consider the issues from the

 06  rate case?

 07            MS. MONCADA:  That was just asked,

 08       Mr. Chairman.

 09            MR. JACOBS:  Okay.  I'll move on, if it was.

 10  BY MR. JACOBS:

 11       Q    In your view, if rates are developed, whether

 12  it be more the non-standard tariff or in a general rate

 13  proceeding, and those rates encompass cost subsidies, as

 14  we've identified here, doesn't that do harm to the

 15  principles of regulatory fairness?

 16       A    Yes, unless there are other overriding policy

 17  considerations, which are at the discretion of the

 18  Commission to consider and weigh.

 19       Q    But we saw here that this Commission has not

 20  exercised any discretion, this pretty much happened at

 21  the company's discretion, you would agree, by what the

 22  narrative says here in this proposal, correct?

 23       A    I'm sorry, you're going to have to repeat your

 24  question.

 25       Q    Accepting your response that in the instance
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 01  where there's adequate public policy and adequate other

 02  considerations that rates that embrace cost subsidies

 03  might be accepted, my question was we don't see that

 04  kind of a public policy that's been expressed here, what

 05  we see is discretion exercised by the company; is that

 06  correct?

 07       A    The company made a proposal.  How that was

 08  considered by the Commission in the context of the

 09  settlement is unclear.

 10       Q    Okay.  Other than the public policy, is there

 11  any other rationale that would support or legitimize

 12  rates that would embrace a cost subsidy like this?

 13       A    As a general rule, cross-subsidies should be

 14  avoided and rates should be based strictly on cost.  But

 15  having said that -- and it's contained in my

 16  testimony -- the Commission does have discretion to

 17  consider other things.  And that's on page 4 of my

 18  direct testimony.

 19       Q    Okay.  Now, let's kind of boil this down just

 20  a little bit.  Let's talk specifically about the

 21  reconnect charge.

 22            CHAIRMAN GRAHAM:  Mr. Jacobs.

 23            MR. JACOBS:  Yes, sir.

 24            CHAIRMAN GRAHAM:  How much longer do you have?

 25            MR. JACOBS:  A fair amount.
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 01            CHAIRMAN GRAHAM:  Let's take a five-minute

 02       break.

 03            MR. JACOBS:  Thank you, sir.

 04            CHAIRMAN GRAHAM:  So my court reporter can

 05       rest her little fingers.  Actually, make that a

 06       ten-minute break.

 07            (Whereupon, a recess was taken.)

 08  BY MR. JACOBS:

 09       Q    Mr. Deason, I'm going to see if I can move us

 10  along a little bit.

 11            MR. JACOBS:  I would like to mark an exhibit,

 12       Mr. Chairman.

 13            CHAIRMAN GRAHAM:  We'll call this Number 28

 14       for simplicity.

 15            (Exhibit No. 28 was marked for

 16       identification.)

 17  BY MR. JACOBS:

 18       Q    I'll give you a moment to review this,

 19  Mr. Deason.

 20       A    Excuse me, I'm trying to get my numbers

 21  correct.

 22       Q    Go right ahead.

 23       A    So 28 is Response to Data Request Number 26,

 24  correct?

 25       Q    That's correct.
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 01       A    All right.

 02       Q    And I'm sorry that I helped with that

 03  confusion, because it was my miscommunication on

 04  Number 25.  I'll get that right.

 05            Ready?

 06       A    Yes.

 07       Q    Do you have any familiarity with this

 08  document?

 09       A    No.

 10       Q    Okay.  If you would, the second page of it is

 11  an actual question and response that was given about the

 12  company.  This is to this data request.  That doesn't

 13  given as much information as I thought.

 14            Let's go through this.  The title of the

 15  document I'll let speak for itself, but I'll read it

 16  into the record.  It says, "Development of Service

 17  Charge Disconnect for Nonpayment and Reconnect

 18  Manually."

 19            So based on the description, this, then, is

 20  the support and calculation for disconnect for

 21  nonpayment charge under the proposal for the NSMR; would

 22  you agree?

 23            MS. MONCADA:  Mr. Chairman, Mr. Deason just

 24       testified he has no familiarity with this document.

 25  
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 01  BY MR. JACOBS:

 02       Q    Can we proceed under that assumption, then?

 03       A    I'm sorry, can you repeat what the assumption

 04  is?

 05       Q    That this is a representation of the

 06  calculation for the disconnect for nonpayment charge

 07  that's been proposed under the non-standard meter

 08  service rider?

 09       A    I can't accept that assumption.  It doesn't

 10  appear to me on its face that that's what this is.

 11       Q    Okay.  Let's go to -- there it is.  Let's go

 12  to exhibit -- what has been marked as Exhibit 4, which

 13  is the Exhibit RAO-3 attached to the testimony of

 14  Mr. Onsgard.  And I recognize you may not have that so

 15  I'll give counsel a moment to grab that for you.

 16            MS. MONCADA:  Can you repeat what number it

 17       is?

 18            MR. JACOBS:  It's Exhibit 4 in the record and

 19       it's RAO-3.

 20  BY MR. JACOBS:

 21       Q    I'll give you a moment to review that,

 22  Mr. Deason.

 23            Have you had a chance to review it?

 24       A    I know what this is.  Obviously it's a

 25  multi-page document, and I've not tried to review every
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 01  page.

 02       Q    Okay.  We're going to go specifically to

 03  page 12 of 15.

 04       A    I don't have that many pages, 12 of 15.

 05            CHAIRMAN GRAHAM:  There's only seven of seven.

 06            MR. JACOBS:  I'm sorry.  My apologies.  I

 07       didn't go to the same page.  This is RAO-4.  My

 08       apologies, counsel.  And you can just hand him 12

 09       of 15, that's all we need.

 10            THE WITNESS:  Okay.  I have this.  I'm not

 11       going to try to familiarize myself with every bit

 12       of it.

 13  BY MR. JACOBS:

 14       Q    No, we're only going to look at one section of

 15  it.

 16       A    Okay.

 17       Q    We're looking at page 12 of 15 on Exhibit B.

 18  And even more precisely than that, we're going to look

 19  at line 15.  I'm sorry, strike that.  Make that line 14.

 20  Do you see that?

 21       A    I do.

 22       Q    And could you read into the record the

 23  description on line 14?

 24       A    Line 14, "Full cost for manual reconnect for

 25  nonpayment charge."

�0306

 01       Q    Okay.  And just for context, the document

 02  we're looking at is the cost analysis that was filed by

 03  Mr. Onsgard to support the NSMR; is that correct?

 04       A    Yes, that's my understanding.

 05       Q    Okay.  So in his cost analysis, he has

 06  included a charge for full cost for manual reconnect and

 07  nonpayment charge and the amount of that charge is

 08  59.27.  Do you see that?

 09       A    I do.

 10       Q    Okay.  Now, I would like to go back to what we

 11  identified as Exhibit 28.  And the title for this

 12  document is Development of the Service Charge for

 13  Disconnect for Nonpayment and Reconnect; is that

 14  correct?

 15       A    It is, yes.

 16       Q    Okay.  And the total cost is 59.27, the same

 17  cost that we see on line 14, is it not?

 18       A    The numbers are the same.

 19       Q    Okay.  So this is the detailed calculation for

 20  the total of 59.27 that was included in the proposal for

 21  the NSMR.  And I want to state further specific on this.

 22  My point here is, it goes back to our discussion about

 23  incremental costs and our discussion about equity

 24  amongst classes of customers.

 25            So if we look at this charge for the
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 01  disconnect and we look at line 2 -- strike that -- look

 02  at line 3, okay, that description of that activity is to

 03  execute field disconnect for nonpayment.  Do you see

 04  that?

 05       A    Yes.

 06       Q    And you were here for the testimony of

 07  Mr. Onsgard earlier where he said that as the deployment

 08  of smart meters took hold, that it was no longer

 09  necessary to go out and do physical visits in order to

 10  do disconnects for smart meters; is that correct?

 11       A    I seem to recall that, yes.

 12       Q    Okay.  And then if we look at line 5, that

 13  activity is described as field meters manually

 14  reconnect.  And I believe also in that same testimony by

 15  Mr. Onsgard is that this activity for smart meters

 16  customers would not be necessary; is that correct?

 17       A    That's my understanding.

 18       Q    Okay.  So we would expect, then, that on a

 19  going forward basis, that as customers transition -- and

 20  we talked about there was a body of customers who were

 21  transitioning -- as they transition, that where they

 22  might have been -- they might have been charged these

 23  services, these costs are going to evolve, and that

 24  actually was anticipated in the narrative that we read

 25  earlier that for smart meter customers, line 3 and
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 01  line 5, were probably going to go away; would you agree?

 02       A    That's a question better asked to Mr. Onsgard.

 03  But, you know, based upon my limited understanding,

 04  that's one of the advantages of smart meters and one of

 05  the efficiencies of them and one of the reasons why

 06  customers choosing to opt out from the standard meter

 07  are imposing additional costs.

 08       Q    Okay.  Now, if you look -- let me see which

 09  one of these it's on.  Let me find it real quickly.  I

 10  know where it is.

 11            So if we could refer back now to what's been

 12  marked as Exhibit 25.  Are we clear on that?

 13       A    I have Exhibit 25.  And just to be clear, this

 14  is the schedules from test years.

 15       Q    Correct.  And we're looking specifically at

 16  the test year for 12/31/13.

 17       A    Okay.  I have that.

 18       Q    And if you look at line 11 and specifically

 19  over to column 2.  And if you recall, we're talking

 20  about an activity where there's this transitioning going

 21  on.  Are you aware or can you testify as to whether or

 22  not this 490,000 transactions for the reconnect that

 23  were on base rates includes any number, any part or

 24  number of the customers who would pay this charge under

 25  the NSMR?
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 01       A    I cannot.  But it is my understanding that

 02  within the 490,083, there was no anticipation of there

 03  even being a distinction between standard meter

 04  customers and non-standard meter customers because it

 05  was not contemplated at the time of this rate case

 06  filing.

 07       Q    Just one second.

 08            So, Mr. Deason, let me make sure I understand

 09  your response.  The 490,083 made no distinction as to

 10  whether or not those customers were smart meter or

 11  non-standard?

 12       A    That's my understanding.  And it's not because

 13  I have a knowledge of how this particular schedule was

 14  put together.  My answer is based upon my general

 15  understanding.

 16            And I think this was confirmed by Mr. Onsgard

 17  that at the time of the last rate case, the smart meter

 18  deployment was still in a transitional phase and there

 19  had not even been a decision as to whether there would

 20  be an offering of a non-standard optional service.  In

 21  fact, at the time, Mr. Onsgard stated that there were

 22  really not that great of a number of customers who had

 23  even expressed an interest in a non-standard meter.

 24       Q    I think you correctly summarized.

 25            So customers who will be transitioning, let me
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 01  be real clear, so those customers who would now then

 02  sign up for the NSMR would probably have been paying

 03  this miscellaneous service charge that is calculated

 04  here in Exhibit 25; is that correct?

 05       A    If one of those customers had incurred a

 06  service involving a reconnect or a field collection,

 07  well, then, they would have been charged a tariff rate,

 08  that's correct.

 09       Q    Okay.  And then we also talked about the idea

 10  that the difference between this charge and the 46.13

 11  that was identified in the rate case was also a part of

 12  the rate collections from customers in general, correct?

 13  Do you recall that?

 14       A    No.  I believe that I said I cannot confirm

 15  that one way or the other.

 16       Q    Okay.  So the very prospect exists is that a

 17  customer would was transitioning to the NSMR would have

 18  paid this miscellaneous service charge if they would

 19  have actually had to have a reconnect or a disconnect

 20  on, but they would have also paid -- even regardless of

 21  that, they would have paid in their general rates that

 22  difference between the 17.66 and the 46.13?  And then

 23  now if they actually sign up for the NSMR, they're not

 24  going to be paying some additional charges related to

 25  the NSMR, are they?
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 01       A    No, I cannot agree to that.

 02       Q    Okay.  Let's go now, then, to what we just

 03  looked at, which is RAO-4, page 12 of 15.  That's the

 04  cost for field visits and collections under

 05  Mr. Onsgard's testimony, Exhibit RAO-4.

 06       A    Yes.

 07       Q    So if we look at -- if we look at this

 08  analysis, this is the cost for field visits for

 09  collections and disconnects that are being proposed, and

 10  we see that 59.27 charged there, correct, and below that

 11  we see the current approved service charge of 17.66?

 12  We've seen that before, correct?

 13       A    Yes.

 14       Q    Okay.  And, now, in line 16, it says

 15  incremental cost.  Does that meet your definition of

 16  what incremental cost is, the difference between the two

 17  of those numbers?

 18       A    I would assume so, that it meets the

 19  definition of incremental which Mr. Onsgard gave

 20  earlier, which I agree with, and that is costs that are

 21  incurred -- that would be not incurred but for the fact

 22  that a customer has chosen a non-standard meter.

 23       Q    So we're looking at this 17.66 standard charge

 24  versus this 59.27, and the difference of that is what

 25  got calculated as the incremental cost here?
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 01       A    That's what appears to be the case, yes.

 02       Q    But then didn't we just say that those

 03  customers would probably have paid something in their

 04  rates, that difference between the 17.66 and the 41 in

 05  their normal rates?

 06       A    No, I indicated I could not confirm that --

 07       Q    Okay.

 08       A    -- one way or the other.

 09       Q    Let's assume that that is the case, that that

 10  customer would have paid in their regular rates towards

 11  that difference between -- in their base rates -- the

 12  difference between the 17.66 and the 46.13 that was

 13  calculated in base rates, and now they're paying an

 14  incremental cost between that charge and what the new

 15  cost would be under the NSMR?

 16            Wouldn't it be a more logical choice to go

 17  look at that 46.13 and subtract that from the 59.27 and

 18  let that be your incremental charge?

 19       A    I really do not follow your question.

 20            MS. MONCADA:  Additional, Mr. Chairman, he's

 21       going into the development of the rates and the

 22       charges, and that was all the subject of

 23       Mr. Onsgard's testimony.  Mr. Jacobs had the

 24       opportunity for a couple of hours this morning to

 25       ask him these questions.
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 01            CHAIRMAN GRAHAM:  You took the words right out

 02       of my mouth.  These are questions you should have

 03       asked the former witness.

 04            MR. JACOBS:  If I may, Mr. Chairman.

 05            CHAIRMAN GRAHAM:  Sure.

 06            MR. JACOBS:  The question that I'm absolutely

 07       asking Mr. Deason is to what extent is there a

 08       cross-subsidy and that cross-subsidy flows for

 09       customers who are subscribing to the NSMR and based

 10       on their payment -- I'm not debating the amount of

 11       the rate, even though we're discussing that.  We're

 12       talking concept of where that subsidy is and how it

 13       got paid.

 14            CHAIRMAN GRAHAM:  What I heard him say was

 15       that he didn't know, he was familiar with it and

 16       you should have asked the other guy.

 17            MR. JACOBS:  Very well.

 18            CHAIRMAN GRAHAM:  So we need to move on.

 19            MR. JACOBS:  Yes, sir.

 20  BY MR. JACOBS:

 21       Q    So, Mr. Deason, in the event that a customer

 22  who subscribed to the NSMR and he is a good paying

 23  customer so he doesn't incur any of these charges --

 24  let's don't talk about what those charges are -- and he

 25  pays his regular bill and he then pays the fees under
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 01  the tariff, is it your -- isn't the case that we've seen

 02  is that he is basically paying multiple times towards

 03  this particular service?

 04       A    No, I can't agree with that.

 05       Q    If he pays to cover the difference between the

 06  charge, the miscellaneous charge, and the full cost in

 07  his base rates and then he pays an additional charge

 08  when he signs up for NSMR, you don't agree that he's

 09  paying multiple times for that same service?  And,

 10  actually, if he pays his bill, he's not even causing

 11  that cost?

 12       A    The premise of your question is that somehow

 13  that there is some subsidy already built into the base

 14  rates.  And I've already answered your question earlier

 15  that I cannot confirm that, I can't accept that as an

 16  assumption.

 17       Q    Okay.

 18            MR. JACOBS:  One moment, Mr. Chair.

 19            Can I mark an exhibit, please?

 20            CHAIRMAN GRAHAM:  Sure.  We will label this

 21       Exhibit Number 29.

 22            (Exhibit No. 29 was marked for

 23       identification.)

 24  BY MR. JACOBS:

 25       Q    Take a moment to review it.
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 01            Have you had a chance to review that Mr.

 02  Deason?

 03       A    I have.  I have not reviewed the entire

 04  multi-page document, but I have an understanding

 05  generally of what it is.

 06       Q    I want to direct you to page 5 of the document

 07  you have.  Now, we had a discussion about how feasible

 08  and legitimate it would be to determine incremental

 09  costs for purposes of the NSMR.  And we talked about the

 10  idea of issues of subsidies that might exist.  In your

 11  earlier testimony with Mr. Rehwinkel, you had a

 12  discussion about the impact of the investment in smart

 13  meters.

 14            And what I would like to point you to on

 15  page 5 is a discussion about how the company would

 16  assess on a going forward basis, right?  Because what I

 17  understand you to be saying is that there was no

 18  connection between the development of this non-standard

 19  offering and the company's earnings and that it is

 20  absolutely appropriate to determine incremental costs

 21  based on what was determined to be the cost of service;

 22  is that correct?

 23       A    Well, you had a lot of information before you

 24  asked the question "is that correct?"  I'm not sure I

 25  can agree with everything that you said previous to
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 01  that.  So if you could break it up into pieces, I might

 02  be able to answer it.

 03       Q    Well, the essence of my question is that it is

 04  your position that in order to establish the NSMR, it is

 05  a legitimate process to determine incremental cost based

 06  on the cost of service that was produced out of the last

 07  rate proceeding; is that correct?

 08       A    No, that's incorrect.

 09       Q    Okay.  Help me understand what your position

 10  is.

 11       A    My position is that the rate for the NSMR

 12  tariff should be based upon the incremental cost of

 13  providing that optional service.  It has no bearing to

 14  what may or may not have been included in the last rate

 15  case.

 16       Q    Okay.  And your position is that it is

 17  possible to come up with a baseline with no reference

 18  or -- or by totally ignoring what happened in that rate

 19  case; is that correct?

 20       A    Well, I'm unclear what you mean by the term

 21  "baseline."  I would apply -- if you want to use that

 22  term, I would accept that there's a baseline of zero in

 23  the sense that non-standard meter rates and costs were

 24  not part of the last rate case, so there's no basis

 25  there to create a baseline other than zero.
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 01            And that was the basis, as I understand

 02  Mr. Onsgard's testimony, is that he did an incremental

 03  cost study based upon costs that would not be incurred

 04  but for customers choosing the option.  So it's all

 05  costs incremental to a baseline of zero.  It was not

 06  part of the rate case.

 07       Q    That contradicts your very definition of

 08  incremental cost, doesn't it?

 09       A    I guess the difficulty I'm having is you're

 10  using the term "baseline," I'm just not -- that term is

 11  not normally used in the context of an incremental cost

 12  study.

 13       Q    Okay.  I'm at page 6 of your testimony.

 14            MS. MONCADA:  Is that direct or rebuttal?

 15            MR. JACOBS:  This is direct.  Actually, it

 16       begins at the bottom of page 5.

 17  BY MR. JACOBS:

 18       Q    And this is in the context of a discussion

 19  about statutory provisions directing the setting of

 20  cost-based rates.

 21       A    Yes.

 22       Q    And at the bottom of page 5, the last

 23  sentence, you begin a discussion, "This incremental cost

 24  approach is fundamental to the full avoided cost

 25  concept.  The incremental costs to the utility of the
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 01  electric energy or capacity, or both, which, but for the

 02  purchase from cogenerators or small power producers,

 03  such utility would generate itself or purchase from

 04  another source."

 05            Is that your definition of what zero is?

 06       A    I don't see the term "zero" here, and I'm not

 07  trying to define what zero or what a baseline is.

 08       Q    Okay.

 09       A    This statutory reference was given as a basis

 10  for an interpretation of what incremental costs are, and

 11  they were defined in statute as to be consistent with

 12  the but-for test, and that is the test that Mr. Onsgard

 13  has utilized.

 14       Q    But in your zero analysis, the but for is that

 15  there will be nothing done and then you're doing

 16  something new and therefore whatever is new is an

 17  incremental cost; is that the essence of a zero, your

 18  zero test?

 19       A    Here again, this would have been a question

 20  better asked for Mr. Onsgard, who actually did the

 21  incremental cost study.  But as I understand his

 22  testimony, there were no costs or rate considerations in

 23  the last rate case in that the incremental costs he

 24  determined for purposes of this tariff abided by the

 25  but-for test, and the results of the last rate case are
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 01  irrelevant in determining his calculation of incremental

 02  cost.

 03       Q    So if we move on down just a little bit

 04  further beginning on page 11 or line 11 of page 6, you

 05  indicate that "Florida is a cost-based jurisdiction and

 06  uses costs to set rates for both standard and

 07  non-standard services.  Costs are further used to

 08  determine whether rates are compensatory."

 09            So your testimony now is that that

 10  determination of compensatory rates is absolutely

 11  separate and apart from what is an incremental cost, is

 12  that --

 13       A    It is my testimony that whatever the rates

 14  were determined in the last case and whatever the

 15  company may be earning now is irrelevant to determining

 16  what the incremental costs are for this optional

 17  service.

 18            But I do, in my testimony, state that rates

 19  should also be compensatory, that is another statutory

 20  standard when it comes to setting rates.  And I further

 21  indicate that to determine whether a rate is

 22  compensatory, you need to look at its cost and

 23  determine if the rate is covering the cost.  And if it

 24  is, it can be assumed to be compensatory.

 25       Q    Okay.  So one final line of questioning.  We
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 01  looked at what has been identified, I believe, as

 02  Exhibit 28.

 03       A    Response to Interrogatory -- I'm sorry -- to

 04  Data Request Number 26?

 05       Q    That's correct.

 06       A    Okay.

 07       Q    So on a going forward basis for customers who

 08  no longer require field visits for connects or

 09  disconnects or reconnects, would this be a cost-based

 10  service for them?

 11       A    Well, it's an optional service.  And if they

 12  don't need this, they wouldn't be charged because there

 13  would be no incidents where there is a field disconnect

 14  for nonpayment.

 15       Q    This is not an optional service, is it?  The

 16  59.27 here is not an optional service, is it?

 17       A    Well, here again --

 18            MS. MONCADA:  Mr. Chairman -- I'm sorry,

 19       Mr. Deason, I don't mean to interrupt you -- but,

 20       again, going back to this exhibit, Mr. Deason has

 21       testified that he is not familiar with it, he

 22       hadn't seen it previously and really couldn't tell

 23       what it was.  And now he's being asked again about

 24       the same exhibit.

 25            MR. JACOBS:  Mr. Chairman.
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 01            CHAIRMAN GRAHAM:  Yes, sir.

 02            MR. JACOBS:  I think we cured that.  We

 03       pointed Mr. Deason to Mr. Onsgard's exhibit and his

 04       testimony, and he indicated he was familiar with

 05       that.  And I thought we had cured this idea that he

 06       has no familiarity with this topic.

 07            Now, as to the individual charges, we've

 08       agreed we're not asking him about individual

 09       charges.  It's all concept now, about whether or

 10       not if -- and I think he also testified he had

 11       heard Mr. Onsgard's testimony that with the onset

 12       of automation, that there are no -- and he

 13       testified he had heard that -- there's no need for

 14       disconnects or reconnects.  So my question simply

 15       is now for those customers, is this a cost-based

 16       rate?

 17            CHAIRMAN GRAHAM:  Mr. Deason.

 18            THE WITNESS:  Okay.  Define who those

 19       customers are in your question.

 20  BY MR. JACOBS:

 21       Q    I'm sorry, those customers who transitioned

 22  and now who were in the -- when the original rates were

 23  established, they were part of that community, that

 24  490,000 that we looked at, that had not transitioned

 25  yet.
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 01            So, now, during the course, they're going to

 02  transition to become smart meter customers.  So at that

 03  point in time, is this a compensatory rate for them?  Is

 04  this a cost-based rate for them?

 05       A    Well, there's no relevancy to your question.

 06  That rate would not be applied to them because they

 07  would not have a field disconnect or other type

 08  activities which are part of the cost of this service.

 09       Q    And I agree, that's exactly my point.  So if

 10  they were to be responsible for --

 11       A    I'm glad we finally agree on something.

 12       Q    Yes.  So any of those 490,000 customers, if

 13  any of them paid this rate, you agree that it would not

 14  be a cost-based rate for them?

 15       A    Okay.  Let's clarify your question.  If they

 16  paid the 17.66?

 17       Q    Right.  No.  No.  No.  I'm sorry, you're

 18  right, if they paid the 17.66 as a miscellaneous charge,

 19  let's look at what the cost would be if you look at this

 20  chart.

 21            It would be for those customers who

 22  transitioned and became smart meter customers, line 1 is

 23  3.25, line 2 is 2.20 and line 4 is 1.67.  Do we agree

 24  that those are the charges that they are actually

 25  imposing?  Do you agree?  Because we agree that line 3
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 01  and line 5 are no longer applicable to them.

 02            CHAIRMAN GRAHAM:  Mr. Jacobs, I have to go

 03       back to the objection.  As he said before, this is

 04       still a chart in a document he's not familiar with.

 05       Unless you can explain to me why these questions

 06       weren't asked of the other witness, I mean, it

 07       seems like you're jumping all over the place.  And

 08       he's told you many times.  I've given you a lot of

 09       latitude here, but you need to get to a specific

 10       question and then move on.

 11            MR. JACOBS:  Okay.

 12            CHAIRMAN GRAHAM:  Because you're beating a

 13       dead horse.

 14            MR. JACOBS:  Very well.

 15  BY MR. JACOBS:

 16       Q    So, Mr. Deason, if a customer is only imposing

 17  a cost of, in this case, about seven bucks, but they're

 18  paying 17 bucks, is there a cost subsidy in that

 19  transaction?

 20       A    I have no basis to answer your question with

 21  the assumptions that are in it.

 22       Q    Based on the hypothetical question that I

 23  asked you.

 24       A    You're going to have to restate your

 25  hypothetical then.
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 01       Q    The hypothetical is if a customer is only

 02  imposing a cost of about 7 bucks but they're paying 17

 03  bucks in charges, is that charge cost based?

 04       A    Based upon your simple assumption that if a

 05  customer is paying more than the cost of an optional

 06  service, they are contributing more than their fair

 07  share to the companies because it more than covers

 08  costs.  But that would be true for any customer at any

 09  time in any direction.

 10       Q    Okay.  And then we learned earlier that, in

 11  fact, what could happen is, is that the company, while

 12  raising the banner of the 59.27 as a cost could

 13  actually -- if it manages the automation transition

 14  effectively -- could actually be reducing its actual

 15  cost incurred, we learned earlier that that could be

 16  happening?  Could it?

 17       A    Yes, I think that was the basis for the answer

 18  to that interrogatory and why the company chose not to

 19  propose a higher rate than what a 2013 cost study

 20  indicated could be justified.

 21       Q    In my hypothetical, if that were to occur,

 22  that would exacerbate, then, that idea of that customer

 23  paying more than actually their costs required; is that

 24  correct?  Because their costs were actually being

 25  reduced because of automation?
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 01       A    It depends on what happened in the rate case

 02  and what was decided and what those rates were.

 03       Q    Again, we finally agree, it does depend?

 04       A    No, to answer your question, it depends.  It

 05  does not depend what happened in the rate case to

 06  determine whether, on an incremental cost basis, what

 07  would be the appropriate rate to charge customers

 08  availing themselves of that optional service.

 09            MR. JACOBS:  Just one moment, Mr. Chairman, I

 10       think I can wrap up.

 11            CHAIRMAN GRAHAM:  Okay.

 12  BY MR. JACOBS:

 13       Q    Now, the Commission policy on -- and I think

 14  you testified to this earlier -- on allowing

 15  discretionary services.  That's discretionary, correct?

 16       A    It's discretionary for the Commission to allow

 17  a discretionary service, is that your question?

 18       Q    I guess it is.  I'm going back to my point

 19  earlier.  You said that there was some point where the

 20  Commission could invoke rule making or it could approve

 21  a service without rule making.  And so my question is

 22  there is a wide latitude of discretion for the

 23  Commission to entertain and approve non-standard

 24  services; is that correct?

 25       A    The Commission has discretion and they have
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 01  various tools to utilize to determine rates, both within

 02  a rate case and outside of a rate case.

 03       Q    And I think we concluded that based on the

 04  chart that I showed you, there had been some history of

 05  cost subsidies that had occurred in services that may

 06  have been affiliated with a non-standard meter offering;

 07  is that correct?

 08       A    No, I can't accept that.

 09       Q    I think when we looked at the chart for the

 10  disconnects and the field visits, I think you agreed

 11  that there had been cost subsidies in those charges,

 12  correct?

 13       A    No.  I indicated that if there is a disparity

 14  between the rate for a service and the cost for that

 15  service, that on its face there appears to be a

 16  cross-subsidy.

 17       Q    Okay.

 18       A    But the Commission also has other discretion

 19  when it comes to approving those.  But based on my

 20  definition of a cross-subsidy, there still would be a

 21  cross-subsidy.

 22       Q    Okay.

 23       A    But for other reasons, it may be -- the

 24  Commission may determine that's a reasonable way to

 25  charge customers for a service.
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 01       Q    And we saw that the decision and the

 02  circumstances in which that was allowed was rot really

 03  based on a Commission decision or discretion, it was

 04  based on the filing of the company; is that correct?

 05            MS. MONCADA:  Mr. Chairman, this question has

 06       been asked and answered.

 07            MR. JACOBS:  Okay.  We'll move on.

 08  BY MR. JACOBS:

 09       Q    So is it appropriate now to finally approve

 10  this tariff offering in full view of a history that

 11  shows services that are deeply effected by

 12  cross-subsidies?

 13       A    No, I can't accept the premise of your

 14  question.  I don't see where there's a recurring problem

 15  or there is inherent cross-subsidies and independence on

 16  cross-subsidies in setting rates in Florida.  In fact,

 17  it's just the opposite.

 18            The Commission has a policy of trying to

 19  minimize and avoid cross-subsidies wherever possible,

 20  and that's the reason they have a policy on placing

 21  costs on cost causers, which is the essence of the

 22  proposal currently before them.

 23       Q    So under your scenario, wouldn't it have been

 24  appropriate to leave out those 490,000 folks on the rate

 25  case?

�0328

 01       A    I don't know what you mean by leave them out.

 02  I don't see that they have any relevancy to determining

 03  incremental costs for purposes of this tariff.

 04       Q    Because at that point in time, there was --

 05  they clearly were becoming -- they were not becoming,

 06  they were non-standard customers because they were still

 07  on meters, were they not?  They were on non-standard

 08  meters, were they not?

 09       A    Here again, let me repeat, there was no

 10  distinction between any of the customers in the last

 11  rate case as being standard or --

 12       Q    Exactly my --

 13       A    -- non-standard.

 14       Q    I'm sorry I cut you off.

 15            Exactly my point.  So if at the time of the

 16  last rate case you want to maintain the mantra of cost

 17  causers and cost-based rates and you have this class of

 18  customers and their costs are fluctuating well,

 19  according to the company, their costs are volatile, and

 20  you know -- well, arguably, they say they didn't know --

 21  but we now know that there was going to be a

 22  non-standard classification of service for them,

 23  wouldn't it have been reasonable to at least view them

 24  in some kind of different light than just as regular,

 25  general customers and allocate costs to them under the
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 01  general cost structure?

 02            MS. MONCADA:  Mr. Chairman, if I understand

 03       Mr. Jacobs' question, it centers around a decision

 04       made in Docket 120015 and the base rates that FPL

 05       proposed and the Commission approved in that

 06       docket.  That's not what we're here about today.

 07            MR. JACOBS:  If I may, Mr. Chairman.

 08            CHAIRMAN GRAHAM:  Sure.

 09            MR. JACOBS:  In Mr. Deason's testimony, it

 10       says, "If a cost causer is not paying the costs

 11       they caused, they are being subsidized by other

 12       customers who must make up the difference in their

 13       rates."

 14            So on that note --

 15            THE WITNESS:  You need to be looking at the

 16       Chairman.  You're responding to an objection.

 17            MR. JACOBS:  I'm sorry.

 18            THE WITNESS:  I'm sorry, I don't mean to

 19       direct you.  I apologize.

 20            MR. JACOBS:  Thank you.  Thank you for the

 21       assistance.

 22            My apologies, Mr. Chairman.  This question

 23       goes directly to his statement, and that is that

 24       where there were costs for 490,000 customers who

 25       were not paying the costs of their service,
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 01       they're being subsidized by somebody.  And I'm

 02       just asking does he agree with his statement in

 03       his testimony.

 04            CHAIRMAN GRAHAM:  Mr. Deason.

 05            THE WITNESS:  I believe I've answered that

 06       question before.  And I can't give you a definitive

 07       answer because that proposal that was made by FPL

 08       at the time and why they thought it was the fair

 09       thing to do, it was part of a rate case that was

 10       settled.  And I'm not sure that the settlement

 11       spoke with that much specificity as to what the

 12       rationale was and whether there was or not assumed

 13       to be some cross-subsidy in that activity.  So I

 14       can't answer your question.

 15  BY MR. JACOBS:

 16       Q    If we were to follow your -- and I think very

 17  appropriate perspective that you want to avoid those

 18  cost subsidies -- wasn't that a wonderful moment in time

 19  to carve out that volatility, that uncertainty, and file

 20  this tariff filing then instead of having a discussion

 21  in a rate proceeding and incur the wrath of the

 22  regulatory process by continuing a possible subsidy?

 23  Wouldn't that have been a wonderful moment in time?

 24       A    Here again, relying upon the testimony of

 25  Mr. Onsgard, that was not possible, it was not available
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 01  given the time period of the deployment of the smart

 02  meters.

 03       Q    They were more than a million meters along,

 04  weren't they?

 05            CHAIRMAN GRAHAM:  Mr. Jacobs, you need to move

 06       on.

 07            MR. JACOBS:  Thank you, sir.

 08  BY MR. JACOBS:

 09       Q    Finally, we earlier talked about the instance

 10  of non-standard services that had been done through rule

 11  making.  There are a number of services that --

 12  non-standard services where charges have been authorized

 13  that have not gone through rule making, are there not?

 14       A    I think that would be true, yes.

 15       Q    And I think you mentioned a couple of them:

 16  Budget building, Spanish services.  What would be the

 17  distinction between -- in your mind, that would make it

 18  a legitimate practice to approve the old services versus

 19  the ones that were done through rule making?

 20       A    Well, let's be clear.  I'm not the one that

 21  defined those services as non-standard services.  It was

 22  Witness Martin who had defined that, so I addressed that

 23  in my rebuttal testimony.  But those services are not a

 24  classic example of a non-standard service that merits a

 25  separate tariff and a separate charge.
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 01       Q    And what is it about those services that

 02  distinguish them?

 03       A    Well, let's look at the first one then.

 04  Witness Martin classified providing services to

 05  customers in Spanish is a non-standard service.  I

 06  looked at that, and it's my belief, based upon my

 07  experience in looking at previous decisions and my

 08  understanding of the evolution of services in the state

 09  of Florida, that that is not a separate service.  It

 10  actually has developed into a standard service which I

 11  referred to as dual language service.

 12            And it is the most efficient and best way to

 13  provide a high level of service to all customers in

 14  that it would -- it is not consistent with previous

 15  practices to take a service like that to try to put a

 16  tariff on that, and it certainly wouldn't be practical

 17  to do so in any event.

 18       Q    So going back to your definition of

 19  incremental cost, how does that apply to that analysis?

 20       A    It does not apply because the decision has

 21  been made that it is an accepted standard business

 22  practice that actually is the most efficient way to

 23  provide service.  So in that definition, and in my

 24  belief, the incremental cost to providing dual language

 25  service is actually negative because it is the best way
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 01  to provide service to all customers, the most efficient

 02  way to provide service.

 03       Q    So there's no consideration of how the

 04  company -- what costs were incurred by the company in

 05  that instance?

 06       A    I'm sorry, I didn't follow that question.

 07       Q    What I understood your statement to be just

 08  now is that in the instance of Spanish services, there's

 09  no relevance or bearing as to what costs were incurred

 10  by the company to deliver those services in determining

 11  whether or not it should be a non-standard tariff?

 12       A    First of all, it's not a service to be

 13  individually billed.  But even if it were, it would not

 14  be a situation where it would merit a separate charge,

 15  because it is now the standard service.  It is the most

 16  efficient way.  And the highest quality of service that

 17  can be provided to customers is to give an option to

 18  customers when they are engaged with representatives of

 19  the company to either transact in Spanish or in English.

 20       Q    What about budget billing?

 21       A    From a policy standpoint, I see no difference

 22  between budget billing and dual language service.

 23       Q    And so, again, you would not show a

 24  distinction in the costs that were incurred by the

 25  company over and above its traditional billing services
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 01  to develop budget billing?

 02       A    Yes, that's correct.  Budget billing was

 03  determined to be the correct way to offer billing, a

 04  billing option to customers who choose to avail

 05  themselves of it, that there were natural efficiencies

 06  of doing that and that there were benefits.  And so that

 07  was a determination and a policy determination by the

 08  Commission.  And all of the companies in Florida offer

 09  that as an option.  It is not a service which lends

 10  itself to an incremental cost analysis and a separate

 11  billing for that optional service.

 12       Q    Now, let's talk a little bit about this

 13  filing.  For meters that were presently, already

 14  installed as standard meters, and basically many of them

 15  never were changed out, how do you distinguish that from

 16  budget billing and/or, for that matter, Spanish

 17  services?

 18       A    I don't know that I do distinguish them.  What

 19  existed at the time is not part of the incremental cost

 20  study.  The incremental cost study is but for.  And

 21  these are costs that will be incurred to provide this

 22  optional service, and that was the basis of

 23  Mr. Onsgard's testimony.

 24            MR. JACOBS:  Just one moment, Mr. Chairman.

 25       Thank you.
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 01            CHAIRMAN GRAHAM:  Sure.

 02  BY MR. JACOBS:

 03       Q    One final question.  You talked about the idea

 04  of a regulatory lag and you indicated that it's a good

 05  thing to address regulatory lag, you know, to benefit

 06  consumers.

 07            That cuts both ways, doesn't it?  In other

 08  words, while you may want to engage in proceedings in

 09  order to cut short the time period when a company incurs

 10  costs that are not recovered, isn't it also the same

 11  thing that you would want to minimize the time that

 12  customers are exposed to costs that they don't cause?

 13       A    Regulatory lag, I use it in the term of

 14  looking at aggregate earnings and whether there is going

 15  to be an unnecessary delay such that a company's

 16  earnings would fall below a certain threshold level.

 17  I'm not sure that I used that term in regard to whether

 18  there are rate disparities between customer groups.

 19            But I do -- I would acknowledge that if there

 20  is a rate disparity, that if it is of such a magnitude

 21  that it needs to be addressed, it could be done outside

 22  of a rate proceeding, it wouldn't necessarily -- if

 23  it's a question of one rate class not paying its fair

 24  share, one is overpaying, one is underpaying, I'm not

 25  sure if that was remedied, whether it would have any
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 01  impact on the company's earnings.  It could be revenue

 02  neutral and just a reallocation of charges from one

 03  customer group to another.  So I'm not sure that your

 04  analogy fits in the classic definition of regulatory

 05  lag.

 06       Q    The whole concept is one of equity; you would

 07  agree?  And the equity for the company, rightfully so,

 08  should be equal to the equity shown to its customers;

 09  you would agree?

 10       A    Well, I agree that there's equity between the

 11  customers and the company and its investors.  That's one

 12  of the fundamental principles of regulation is that

 13  balance is struck.  And if rates can be set to the

 14  extent that earnings are maintained within a given

 15  threshold limit and bottom, that that serves the

 16  interest of both customers and investors.

 17       Q    So I don't want to retrack my ground.  Let me

 18  just ask this one final question.  As a matter of

 19  regulatory fairness and as a matter of equity, if a

 20  company is aware that its customers are paying costs for

 21  charges they don't cause, isn't it incumbent upon that

 22  company to seek a remedy on that as quickly as possible?

 23       A    I would think it would depend upon the facts

 24  of each individual circumstance.  But if there is a

 25  situation that is -- that it's necessary to address, I
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 01  think it's within the discretion of the company to make

 02  such a filing.  If it's going to be done outside of the

 03  context of a rate case, it may have to be done on a

 04  revenue neutral basis.  It's also within the discretion

 05  of the Commission, if it's determined that there was a

 06  disparity between rate classes, to show cause why there

 07  should not be a change.

 08       Q    Right.  And you indicated that it might not

 09  involve -- but isn't it true almost by definition that

 10  when you would engage in that process, you would do a

 11  cost -- some kind of cost analysis or cost review, cost

 12  of service review?

 13       A    Yes, that would be necessary to determine if

 14  there is a disparity in the rates.

 15       Q    All right.  Thank you, Mr. Deason.

 16       A    Thank you.

 17            CHAIRMAN GRAHAM:  Mr. Skop.

 18            MR. SKOP:  Thank you, Mr. Chairman.  I'll try

 19       to make this quick given the late hour.

 20                     CROSS EXAMINATION

 21  BY MR. SKOP:

 22       Q    Good afternoon, Mr. Deason.

 23       A    Good afternoon.

 24       Q    If I could get you -- I just want to ask a few

 25  questions about your direct and rebuttal testimony.  If
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 01  I could get you to turn to page 4, line 16 through 21 of

 02  your direct testimony, please.

 03       A    Yes.

 04       Q    Okay.  In that passage, you talk about fixing

 05  fair, just and reasonable rates for the customer

 06  classes.  And I won't go into great detail, but

 07  Mr. Onsgard previously testified that in relation to the

 08  deployment of smart meters and AMI technology, that

 09  there's approximately 100,000 business customers that

 10  still don't have smart meters, that still require having

 11  their meters read monthly and that are not paying the

 12  NSMR charges that my client is forced to pay.

 13            So to the extent that we're talking about

 14  fair, just and reasonable rates, how does FPL or how do

 15  you distinguish between allowing those free riders and

 16  whether, in fact, this tariff should be postponed until

 17  everyone is on board so that we don't have these

 18  inequities that you refer to?

 19       A    Well, I agree with the answer that Mr. Onsgard

 20  gave to that question in that that is not an optional

 21  service for those customers at this point.  There is

 22  still a transition going on with the deployment of that

 23  technology for those customers.

 24       Q    So FPL makes the rules of who is non-standard

 25  and standard?
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 01       A    No, I wouldn't characterize it as FPL makes

 02  the rules.  FPL does have a responsibility to deploy new

 03  technology in the most reasonable and efficient manner.

 04  And apparently it was their judgment that the way they

 05  did that with their deployment was the best way.

 06            And, as has been indicated before, that's

 07  really not a matter that's before the Commission at

 08  this time as to whether the decision to deploy the

 09  smart meters or even the fashion in which that

 10  deployment took place is an issue in front of the

 11  Commission at this time.

 12       Q    I understand.  I'm not questioning the

 13  prudency of the decision that the Commission made.  I

 14  was on the Commission when that decision was made.  What

 15  I am questioning, though, is your testimony

 16  substantially speaks to the equities, the need to have

 17  fair, just, compensatory rates.

 18            But I think you would agree, would you not,

 19  that this large group of customers, which is roughly

 20  three or four times or even higher the number of

 21  residential customers that don't want a smart meter, has

 22  significant cost drivers associated with reading those

 23  meters every month; is that not correct?

 24            MS. MONCADA:  Again, Mr. Chairman, Mr. Deason

 25       here is not a cost of service witness.  He's here
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 01       to talk about policy.  And I believe Mr. Skop's

 02       question goes to the cost of serving certain

 03       customers.

 04            CHAIRMAN GRAHAM:  I'm sorry, one more time.

 05            MS. MONCADA:  Sure.  I believe Mr. Skop's

 06       question was directed at the cost of serving

 07       certain customers, and Mr. Deason is not here to

 08       testify on that subject.

 09            MR. SKOP:  Mr. Chairman, with all due respect,

 10       is does not go to the cost of serving the

 11       customers.  It goes to the regulatory --

 12       well-established regulatory ratemaking principle of

 13       not having free riders, not having

 14       cross-subsidization and making sure that fair rates

 15       are compensatory and fair, just and reasonable.

 16       And here you have an entire class of customers

 17       that's getting the free ride, yet Mr. Deason's

 18       testimony exclusively focused on why we shouldn't

 19       have discriminatory and cross-subsidies.  But

 20       that's exactly what's going on for this large group

 21       of customers.

 22            CHAIRMAN GRAHAM:  Can I hear the question?

 23            MR. SKOP:  Yes.  Oh, the question?

 24            CHAIRMAN GRAHAM:  Yes.

 25            MR. SKOP:  The question was is it fair for
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 01       this large group of customers, business customers,

 02       to have a free ride here in light of the testimony

 03       given by the witness that the rates need to be

 04       compensatory and, frankly, there should be no

 05       cross-subsidies.

 06            MS. MONCADA:  Rephrased in that manner, I'm

 07       okay.

 08            CHAIRMAN GRAHAM:  I was just going to say I

 09       think it's okay for him to answer the question in

 10       his opinion.

 11            THE WITNESS:  First of all, I can't accept the

 12       terminology of "free riders."  That gives the

 13       impression that customers have exercised some

 14       choice and that they are taking benefit or

 15       unjustified benefit.

 16            What we have here is a deployment and a

 17       schedule for deployment.  And the customers that

 18       still have a meter that is required to be read, it

 19       wasn't their choice to choose that.  It was still

 20       the standard service that's being provided to

 21       them.

 22            If it were possible to have an instantaneous

 23       deployment of smart meters for all customers,

 24       perhaps there would be a situation where that

 25       argument could be made, but that's not factually
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 01       the case.  And it wouldn't be fair to those

 02       customers to have them pay a higher charge when

 03       they're not exercising an option which places

 04       higher costs on the company.

 05            MR. SKOP:  And, Mr. Chair, I won't belabor the

 06       point, but I think that goes to the point I made in

 07       my opening statement about redundancy of cost

 08       collection in base rates and now wanting to charge

 09       customers in this tariff.  Certainly these meters

 10       are being read, and FPL is not doing it for free,

 11       so there would be some inherent overlap in base

 12       rates, but I'll move on.

 13  BY MR. SKOP:

 14       Q    With respect to that same passage of

 15  testimony, I'll direct you to page 4, line 16 through

 16  21.  You talk about being unfair to customers; namely,

 17  the cross-subsidizations.  And I would ask in that

 18  light, again, since your testimony talked about what

 19  policy this Commission should follow and why, is it

 20  equally inherently unfair for FPL to be allowed to

 21  profit when they failed to deliver the savings that

 22  would inure to the benefit of my client, who is now

 23  being asked to pay more to keep her existing meter?

 24            MS. MONCADA:  Mr. Chairman, I object.  This

 25       is, again, a referendum on prior rate case
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 01       decisions made by this Commission.  The Prehearing

 02       Officer entered orders directly speaking to the

 03       fact that that was not an issue in this case.

 04            CHAIRMAN GRAHAM:  Mr. Skop.

 05            MR. SKOP:  Mr. Chair, again, I'm not going to

 06       the past rate case.  I'm not looking to re-litigate

 07       that.  I'm not looking at administrative finality.

 08       I'm looking at FPL made a commitment to this

 09       Commission, to my client, that would inure to them,

 10       to the general body of ratepayers and, frankly,

 11       that hasn't been delivered.  So we're talking about

 12       the cost of putting a tariff on customers that want

 13       to keep what they had in the context of things.

 14       All things being equal, there would be no

 15       additional cost.

 16            But I'll just move on because it's late in

 17       the hour.  I mean, we're going to have the same

 18       objection on this.  But it's evident to me that

 19       FPL doesn't want to talk about past commitments.

 20            MS. MONCADA:  Mr. Chairman, I'm sorry, I have

 21       to interrupt here.  This is, you know, going on the

 22       second or third time that he wishes to editorialize

 23       instead of asking a question and taking evidence

 24       from the witness.

 25            MR. SKOP:  I will ask a question,
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 01       Mr. Chairman.

 02  BY MR. SKOP:

 03       Q    Mr. Deason, if I could now get you to turn to

 04  your rebuttal testimony, page 3, lines 13 through 14.

 05       A    Yes.

 06       Q    Beginning on line 13, continuing on line 14,

 07  you state, "The Commission found FPL's AMI project

 08  prudent and specifically directed that the project not

 09  be delayed."  Can you elaborate on what was it that

 10  inspired the Florida Public Service Commission to let

 11  FPL go spend billions of dollars on AMI rollout?

 12       A    Well, I'm not aware of the specifics of this

 13  particular issue.  I can speak in terms of policy.  And

 14  that is the Commission does not require companies to

 15  deploy capital for benefit of customers unless it is

 16  determined that that deployment will in fact benefit

 17  customers.  And I would think that that would have been

 18  the general policy statement with the Commission is that

 19  the investment in the smart meters provided customer

 20  benefits and it was the prudent thing to do.

 21            MS. MONCADA:  And I know this is belated, but

 22       Mr. Skop's question included the word "billions" in

 23       there, and I don't think that there's been any

 24       evidence that the company spent billions on the

 25       deployment.
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 01            MR. SKOP:  I'll rephrase, hundreds of

 02       millions.

 03            CHAIRMAN GRAHAM:  The answer is the same.

 04  BY MR. SKOP:

 05       Q    Thank you.

 06            Do you have any reason to doubt, in light of

 07  the statement you made there, that direction the

 08  Commission was predicated upon the savings projected by

 09  FPL associated with that investment?

 10            MS. MONCADA:  Again, Mr. Chairman, this is all

 11       going back to a referendum on the decisions already

 12       made by this Commission.  And I can point you to

 13       direct language in an order issued by the

 14       Prehearing Officer that describes the scope of this

 15       proceeding, which is what the costs are and who

 16       should bear the costs, whether it should be the

 17       cost causers.

 18            CHAIRMAN GRAHAM:  Mary Anne.

 19            MS. HELTON:  My recollection is that

 20       Commissioner Edgar, I think as Prehearing Officer,

 21       did say that this would not be a revisit of the

 22       Commission's decision to approve the rollout of the

 23       -- I call them smart meters, I'm sorry, I can't use

 24       the acronym because I can't remember what the

 25       acronym is -- of the smart meters.  This is about
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 01       the tariff that has been filed by Florida Power &

 02       Light to have customers pay for the option of not

 03       having a smart reader register electricity usage at

 04       their residence.

 05            CHAIRMAN GRAHAM:  Mr. Skop.

 06            MR. SKOP:  Thank you, Mr. Chair.  Again, I was

 07       just merely making inquiry of the witness's own

 08       rebuttal testimony that specifically cited the

 09       Commission's direction and directed that the

 10       project not be delayed.  And I was just merely

 11       asking the witness why the Commission would do

 12       that.  I think that's fair game.  I mean, I know

 13       the reason, but, again, I would like to hear it

 14       from the witness.

 15            Again, I think we'll move on in the interest

 16       of time since we don't want to talk about

 17       commitments that have been made in the past.  But

 18       with that, Mr. Chairman --

 19            MS. MONCADA:  I had the mic off, I apologize.

 20            I would like to move to strike Mr. Skop's

 21       last statement.

 22            CHAIRMAN GRAHAM:  I can strike that.

 23            MR. SKOP:  Thank you, Mr. Deason.

 24            Mr. Chair, with that, no further questions.

 25            CHAIRMAN GRAHAM:  Okay.  Staff.
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 01            MS. BROWNLESS:  No questions.

 02            CHAIRMAN GRAHAM:  No questions of Mr. Deason.

 03            Commissioners.

 04            (Negative response.)

 05            CHAIRMAN GRAHAM:  No questions of Mr. Deason.

 06            Redirect.

 07            MS. MONCADA:  No redirect, Commissioner.

 08            CHAIRMAN GRAHAM:  Okay.  Exhibits.

 09            MS. MONCADA:  FPL would like to move one

 10       exhibit, and I believe it is Number 7, yes, Exhibit

 11       Number 7 on staff's comprehensive exhibit list.

 12            (Exhibit No. 7 was received in evidence.)

 13            CHAIRMAN GRAHAM:  Okay.  OPC doesn't have any

 14       exhibits, correct?

 15            MR. REHWINKEL:  No.

 16            CHAIRMAN GRAHAM:  Mr. Jacobs.

 17            MR. JACOBS:  Mr. Chairman, we would move

 18       Exhibits 27 and 29.

 19            Any objections to 27 or 29?

 20            MS. MONCADA:  Not to Number 27, but I do

 21       object to Exhibit Number 29.  It was presented to

 22       Mr. Deason and there was not a single question

 23       asked about it.

 24            CHAIRMAN GRAHAM:  That is correct.

 25            MR. JACOBS:  That's correct.  Withdraw.
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 01            CHAIRMAN GRAHAM:  So just 27?

 02            MR. JACOBS:  Yes.

 03            CHAIRMAN GRAHAM:  We will enter Exhibit 27

 04       into the record.

 05            (Exhibit No. 27 was received in evidence.)

 06            CHAIRMAN GRAHAM:  Would you like to excuse

 07       your witness?

 08            MS. MONCADA:  Yes, Mr. Chairman.  Thank you.

 09            CHAIRMAN GRAHAM:  Now I guess the question I

 10       have is we have one witness left.

 11            MS. BROWNLESS:  Excuse me, Commissioner,

 12       before we leave the exhibits, what about Exhibit

 13       Number 28?

 14            CHAIRMAN GRAHAM:  It's just 27.

 15            MR. JACOBS:  Exhibit 28 I thought was already

 16       in the record.

 17            MS. BROWNLESS:  It is already in the record,

 18       but I didn't know --

 19            CHAIRMAN GRAHAM:  We just labeled it for --

 20            MS. BROWNLESS:  Cross examination purposes

 21       only?

 22            CHAIRMAN GRAHAM:  Yes.

 23            MR. JACOBS:  Right.  I should have said that.

 24            CHAIRMAN GRAHAM:  The question is we have one

 25       witness left.  Do we want to stay and do the one
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 01       witness or come back and do the one witness?

 02            MS. BROWNLESS:  I would like to stay, please.

 03            MR. SKOP:  It's at the discretion of the

 04       Chairman.

 05            CHAIRMAN GRAHAM:  Okay.

 06            MR. JACOBS:  I would like to abide by your

 07       wishes, Mr. Chairman.

 08            CHAIRMAN GRAHAM:  All right.  Let's take a

 09       quick break, three-minute break, and we will finish

 10       up after that.

 11            (Whereupon, a recess was taken.)

 12            CHAIRMAN GRAHAM:  Mr. Jacobs, your witness.

 13       Go ahead.

 14            MR. JACOBS:  Thank you, Mr. Chairman.  We'll

 15       call Ms. Marilynne Martin.

 16  Thereupon,

 17                     MARILYNNE MARTIN

 18  was called as a witness, having been previously duly

 19  sworn, was examined and testified as follows:

 20                    DIRECT EXAMINATION

 21  BY MR. JACOBS:

 22       Q    Good afternoon, Ms. Martin.

 23       A    Help me out here.  It is on?

 24       Q    Yes.

 25            CHAIRMAN GRAHAM:  It's on.
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 01  BY MR. JACOBS:

 02       Q    Would you state your name for the record,

 03  please, and address?

 04       A    Marilynne Martin, 420 Cerromar Court, Venice,

 05  Florida.

 06       Q    Ms. Martin, you appear here today as a witness

 07  in this proceeding; is that correct?

 08       A    Correct.

 09       Q    And have you had the chance to file prefiled

 10  testimony in this case?

 11       A    Yes, I did.

 12       Q    And in addition to that prefiled testimony, do

 13  you have exhibits that have been filed in this

 14  proceeding?

 15       A    Yes.

 16       Q    Okay.

 17            MR. JACOBS:  Mr. Chairman, I believe those

 18       exhibits have been marked as Exhibits 8, 9 and 10.

 19            CHAIRMAN GRAHAM:  That's correct.

 20            MR. JACOBS:  Mr. Chairman, we would request

 21       that the prefiled testimony of Ms. Marilynne be

 22       included in the record as though read.

 23            CHAIRMAN GRAHAM:  We will enter Ms. Martin's

 24       prefiled direct testimony into the record as though

 25       read.
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 01            MR. JACOBS:  Thank you.

 02            (Whereupon, prefiled testimony inserted.)
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 01  BY MR. JACOBS:

 02       Q    Ms. Martin, have you prepared a summary of

 03  your testimony?

 04       A    Yes, I have.

 05       Q    Would you proceed.

 06       A    Good afternoon, Commissioners.  FP&L's new

 07  tariff is asking for additional revenues to compensate

 08  for incremental costs incurred for a new optional

 09  non-standard meter program which technically has been

 10  offered since August of 2010.  FP&L's request should be

 11  denied and at least deferred to a separate proceeding,

 12  where their tariffs for all ratepayers that are impacted

 13  by this change and cost of service due to smart meters

 14  are revised to reflect it.  Otherwise, the Commission's

 15  duties to set fair and reasonable rates for all

 16  ratepayers will not be accomplished.

 17            First, a proper rate review has not been

 18  performed.  Incremental cost analysis requires cost of

 19  service studies for both standard and non-standard

 20  processes and, if performed, would have identified

 21  items such as avoided project costs, offset in ongoing

 22  variable costs, evaluation of existing operations to

 23  absorb activities and, in addition, provisions for

 24  multiple media issues, as well as cost mitigation

 25  alternatives such as customer self-reads would have
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 01  been explored.

 02            Second, determine improper incremental costs

 03  is problematic and complex in this case.  The NSMR

 04  services are recurring basic services, not independent

 05  of base -- not services independent of base rates.

 06  Adjusting rates for these services in a vacuum for only

 07  a segment of the rate paying population when all are

 08  affected is improper.  Such rates were recently set and

 09  agreed to hold stable for four years.  These rates were

 10  based on a 2013 test year which do not fully reflect

 11  this new cost of service and is associated in

 12  40 million in savings but, in fact, reflect heavy

 13  project implementation costs as well as cross-subsidies

 14  for some of these services under review.  FPL's

 15  retention of such savings for three years provides

 16  ample compensation for any incremental costs associated

 17  with NSMR customers.

 18            Third, a review of the FP&L services finds

 19  inconsistencies with cost policies being asserted as

 20  FP&L routinely offers other optional non-standard

 21  services for no charge for which they incurred

 22  incremental costs.  There is no charge to enroll in

 23  budget billing, and providing options when your

 24  equipment makes customers sick is no different than

 25  options for customers having difficulty in managing
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 01  their monthly bills.  FP&L cites examples of where

 02  non-standard service fees do exist, but they came

 03  through extensive cost study reviews and formal rule

 04  making processes, unlike this tariff.

 05            Fourth, FP&L did a phased implementation,

 06  which means the standard meter service existed in

 07  September of 2010.  If FP&L's tariff file and

 08  assertions are indeed correct, then FP&L had a duty to

 09  make a decision at that time because all of the

 10  operational costs and cross-subsidies started at that

 11  point.  Delaying until the end of deployment did not

 12  benefit general ratepayers or their operations.  FP&L

 13  consciously did not include these tariffs in their rate

 14  case filing, nor did they disclose these issues, and

 15  now they want to say they are significant.  FP&L must

 16  bear some responsibility for these costs because a

 17  delayed decision making impacted them.

 18            And, finally, the design of this tariff with

 19  significant unaffordable up-front fee left no choice of

 20  meter for the low and fixed income customers.  They

 21  were simply priced out of choice.

 22       Q    Thank you, Ms. Martin.

 23            MR. JACOBS:  Mr. Chairman, I tender the

 24       witness for cross.

 25            CHAIRMAN GRAHAM:  Okay.  Mr. Rehwinkel, I
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 01       assume you are a friendly cross?

 02            MR. REHWINKEL:  Yes.  Mr. Chairman, I don't

 03       have any questions.  But if I might say, in my 29

 04       years of practicing or working with this

 05       Commission, I have never seen a lay witness more

 06       professional and expert as Marilynne Martin.  I

 07       just wanted to commend her.  Thank you.

 08            CHAIRMAN GRAHAM:  Thank you.

 09            Mr. Skop.

 10            MR. SKOP:  No questions, Mr. Chair.

 11            CHAIRMAN GRAHAM:  Florida Power & Light.

 12            MR. RUBIN:  FPL has no questions for

 13       Ms. Martin.

 14            CHAIRMAN GRAHAM:  Staff.

 15            MS. BROWNLESS:  No questions.

 16            CHAIRMAN GRAHAM:  Commissioners.

 17            (Negative response.)

 18            CHAIRMAN GRAHAM:  I guess there's no redirect.

 19            MR. JACOBS:  No.

 20            CHAIRMAN GRAHAM:  Exhibits.

 21            MR. JACOBS:  Mr. Chairman, we would move

 22       exhibits -- I believe was it seven, eight and nine.

 23            CHAIRMAN GRAHAM:  Eight, nine and ten.

 24            MR. JACOBS:  Eight, nine and ten, I'm sorry.

 25            CHAIRMAN GRAHAM:  Okay.  We'll enter
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 01       Exhibits 8, 9 and 10 into the record.

 02            (Exhibit Nos. 8, 9 and 10 were received in

 03       evidence

 04            CHAIRMAN GRAHAM:  Would you like to excuse

 05       your witness?

 06            MR. JACOBS:  Yes.

 07            Ms. Martin, you're excused.

 08            CHAIRMAN GRAHAM:  Okay.  Post-hearing matters.

 09       Transcripts will be available October 8th.

 10            Is that correct, staff?

 11            MS. BROWNLESS:  Yes, sir.

 12            CHAIRMAN GRAHAM:  And briefs are due

 13       October 27th.  And if there's nothing else to come

 14       before us -- seeing none -- we are now adjourned.

 15       Thank you very much for your time and patience

 16       today and travel safe.

 17            (Whereupon, proceedings were concluded at

 18       5:45 p.m.)
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