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1 PROCEEDI NGS

2 (Transcript follows in sequence from Vol une
3 22.)

4 CONTI NUED EXAM NATI ON

5 BY MR W SEMAN:

6 Q And U -- can | refer to themas U for

7 shorthand?

8 A Sure.

9 Q Ckay. Ul provided assistance to FPL in this
10 rate case, right?

11 A Yes. W utilized their software for a nunber
12 of different departnents in providing MFRs in this case.
13 Q And specifically, one thing it did -- not

14  everything -- but one thing it didis help in the --

15 hel ped in the devel opnent of the revenue forecast,

16  right?

17 A Yes, we do utilize U for the revenue

18 f or ecast.

19 Q And specifically, what you did is -- well, Ul
20 Is a software conpany, right?

21 A Yes, sir.

22 Q And so, you used the U -- U software

23 platformfor these forecasts, correct?

24 A Yes.
25 Q Ckay. And so, U helped prepare -- or its
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



2873

1 software was used to help prepare sonme of the MRs,

2 correct?

3 A Yes.

4 Q And would I be right that, in relation to your
5 testinony, the MFRs that you're aware of that Ul

6 contributed to would be A-2, A-3, E-5 E-8, E-13A

7 E-13C, E-13D, and parts of E-14?

8 A Yes, | believe that's correct.
9 Q Ckay. Now, can we switch and | ook at -- it
10 wll take ne a second. | need to get a different

11 volune. Can we refer to MFR Schedul e E-8, pl ease?

12 CHAI RMAN BROWN:  Al'l right. Just a second

13 while FPL gets a copy of it.

14 MR W SEMAN:  Sure.

15 (Brief pause.)

16 CHAI RVAN BROWN: Ready?

17 M5. CLARK: Yes, | want to thank M. Wsenman
18 for only referring to the MFRs that have one page.
19 (Laughter.)

20 MR. W SEMAN: But nonetheless -- contained in
21 a heavy vol une regardl ess.

22 BY MR W SEMAN:

23 Q Ms. Cohen, do you have that MFR E-8?

24 A Yes, | do.

25 Q Ckay. And this is one of the MFRs that --
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1 which U's software programcontributed, right?
2 A Yes.
3 Q Ckay. And this MFR i s based upon the 12CP and
4  25-percent allocation nethodology that FPL i s proposing
5 in this case; is that right?
6 A Yes, Sir.
7 Q Ckay. And you haven't presented an -- a form
8 of MFR E-8 using the 12CP and the 13th nethodol ogy; is
9 that correct?
10 A That's correct.
11 Q Ckay. But would you agree with nme that, if
12 you were to rerun Schedule MFR E-8 using the 12CP and
13 1/ 13t h nmet hodol ogy, the calculated return -- rate of
14 return and the parity index, along with actually nost of
15 the other data in this schedule, would be different,
16 correct?
17 A Yes, it would be different. And | do believe
18 we actually provided a discovery response that had the
19 alternate cost-of-service nethod for the total increase.
20 Q kay. And if you look to the far right
21 col um, Columm No. 12 -- so, that has a percentage
22 I ncrease w thout clause adjustnents and -- so, for
23 CI LC1D, just to use that as an exanple, that woul d be
24 36 percent, correct?
25 M5. CLARK: |I'msorry. | don't see that on
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1 t here.
2 MR, W SEMAN:  Col umm 12.
3 M5. CLARK: | see 27.5 without clauses?
4 MR, WSEMAN: Ch, | apologize. |'mlooking at
5 the 2018 one.
6 BY MR W SEMAN:
7 Q Ckay. 2017 for CILCLD, the percentage
8 I ncrease wi thout -- wthout adjustnents would be
9 27.5 percent, correct?
10 A That's correct. And --
11 Q If we just followthis --
12 M5. CLARK: I'msorry. You said w thout
13 adj ust nent s.
14 MR W SEMAN:  Yes.
15 M5. CLARK: Do you nean w thout adjustnent
16 causes?
17 MR W SEMAN. W thout adjustnent clauses.
18 CHAI RMVAN BROWN: Pl ease proceed.
19 BY MR W SEMAN:
20 Q And just -- just follow through -- | ast
21 question, really. If we just went down by a rate cl ass,
22 we woul d see equivalent information for each rate class
23 for 2017, right?
24 A Yes.
25 Q Ckay. Thank you --
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1 A The appropriate colum, though, for neasuring
2 gradualismis Colum 11.

3 Q Ckay.

4 A And |'d also note, though, that -- that the

5 I ncreases on here that are at the top of the gradualism

6 scale are the ones that are | owest

7 that's shown on TCC- 5.

in the parity chart

8 MR. W SEMAN: Thank you. | have no further
9 guesti ons.

10 CHAl RVAN BROMWN:  Thank you, M. W senan.

11 Retail Federation is not present. And |

12 beli eve they would --

13 M5. CHRI STENSEN: Yes, they had no cross

14 exam nati on questi ons.

15 CHAI RMAN BROWN:  Ckay.

16 FEA, M. Jernigan.

17 MR, JERNI GAN: Thank you, ma'am Just a
18 noment. Several of ny questions have been asked
19 already. | just want to make sure we get to the
20 right questions and not start --

21 CHAI RMAN BROWN:  Thank you.

22 MR, JERNI GAN. -- repeating things.

23 CHAI RMVAN BROWN:  Take your tine.

24 MR, JERNI GAN. Thank you, nma'am

25 (Brief pause.)
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Thank you, ma'am

EXAM NATI ON

BY MR JERN GAN:

Q Ms. Cohen, could you turn in your testinony to

Exhi bit TCC 6, please.

CHAI RMAN BROWN:  That's TCC- 67

MR JERNIGAN: We're | ooking at the bottom of
Page 16, top of Page 17. It's a -- there is a
paragraph there. The line |I'm | ooking at
specifically starts on Line 22 of Page 16.

CHAl RMAN BROWN: M. Jernigan, | am so sorry.
| cannot hear you. Could you repeat that for --

MR JERNIGAN. |I'msorry, ma'am |"'m | ooking
at TCC-6, the bottom of Page 16, Line 22 running on
into Page 17.

CHAI RMVAN BROWN:  Ckay.

MR, JERNI GAN: Roughly Line 8. It's the --
t he paragraph.

CHAI RMAN BROWN:  Bottom of Page 16 of 27, on
Li ne 22.

MR JERNI GAN:  Yes.

CHAI RMVAN BROWN:  Yes?

M5. CLARK: 16 -- where in her exhibit?

MR, JERNI GAN:  Yes, mm'am

CHAl RVAN BROWN:  Yes, we're on TCC-6, exhibit.
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1 M5. CLARK: 22? Page 22?
2 MR, JERNIGAN. Line 22 of 16 -- on Page 16 is
3 where it starts and then we go on to the next page.
4 M5. CLARK: Thank you.
5 CHAI RMVAN BROWN:  Ms. Cohen, are you there?
6 THE W TNESS: Yes, ma' am
7 BY MR JERN GAN:
8 Q Al right. And that -- that's the |ine that
9 starts with: Proposed demand and energy charges were
10 cal cul ated by applying the rate class of increased
11  percentage to current rates.
12 A Yes.
13 Q Just so -- so, everybody is on the sanme point.
14 Okay. Al right. In previous testinony FPL
15 has presented in their prior cases, would you agree that
16 that is not how those charges were cal cul ated?
17 A Yes. And | address that in ny rebuttal
18 testinony that we increased all charges within a rate
19 cl ass on a percentage-increase nethod. And we feel that
20 Is a fair way to -- to treat all custonmers within the
21 same rate class.
22 So, you have sone custoners within a rate
23 class that are lower |load factor than others. And if
24  you in- -- and they could have adapted their usage
25 to the way that --
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Q Ma'am if it's in your rebuttal testinony,

maybe we should wait until your rebuttal testinony to

di scuss that in nore detail.

M5. CLARK: Madam Chairman, | woul d ask that
she be allowed -- he asked the question. | would
ask that she be allowed to answer

CHAI RMAN BROWN:  |I'minclined to I et her
finish her statenent.

MR, JERNI GAN: kay. Thank you.

CHAI RMAN BROMWN:  You can nove to strike if
it's inappropriate or inproper, but | think this is
an acceptabl e answer.

Cont i nue.

THE WTNESS: GCkay. W increased wthin the
rate class the demanded energy charges by the sane
percentage. It ensures that you're treating | ow
and high-load factors that are -- custoners within
the sane rate cl ass equitably.

There are instances where -- or many instances
where custoners could have adapted their usage to
the way that you have currently structured your
rates. And so, if you increase things by the sane
percentage, you're not adversely inpacting
custoners di sproportionately.

MR, JERNI GAN. Okay. And we'll cone back to
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1 it in-- in your rebuttal. Thank you.

2 Actually, | think we'll save everything for
3 rebuttal. Thank you very nuch.

4 CHAI RMAN BROWN:  Thank you, Jer ni gan.

5 Al right. Mwving onto Sierra d ub.

6 Ms. Csank.

7 M5. CSANK: Thank you, Madam Chair.

8 EXAM NATI ON

9 BY M5. CSANK

10 Q Hel | o, Ms. Cohen.

11 A Hel | o.

12 Q W' ve been going for a while. Are you stil
13 doing well?

14 A (Noddi ng head affirmatively.)

15 Q kay. Geat.

16 So, it's your testinony that FPL's typi cal
17 residential bill has decreased since 2006, right?

18 A Yes.

19 Q And further, you say that the typica

20 residential bill is projected to be |lower in 2020 than
21 2006.

22 A Yes.

23 Q So, that neans that how typical the typica
24 residential bill is is fairly inportant to the

25 assertions that FPL is making.
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1 A Absolutely. It's an industry-w de accepted
2 usage of a thousand kil owatt hours.

3 Q Do you know whet her, in 2006, 1, 000-kil owatt
4  hours -- how -- how -- whether that was the nean,

5 medi an, or node for residential customers?

6 A For FPL?

7 Q For FPL.

8 A | don't know that in 2006, no.

9 Q And what about currently?

10 A Currently, nore than half of our custoners use
11 | ess than a thousand kil owatt hours.

12 Q And do you know how t hat conpares to other

13 utilities? Do you benchmark that?

14 A No. W don't -- | don't believe I benchmark
15 that. There are the utilities, though, that woul d have
16 different usage patterns, certainly.

17 Q Do you know why you don't benchmark that?

18 A ' mnot aware of any benchmarking data that's
19 available either in the state or nationally.

20 Q Wul dn't the anount of energy-efficiency

21 nmeasures that a particular custoner installs influence

22 the size of their bill?

23 A Yes.

24 Q And you have no data that tracks how typical a

25 1000- ki l owatt-hour bill is for a residential custoner
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1 over tinme?
2 A | didn't say that we didn't have data. | said
3 | don't know the answer for 2006.
4 Q And you don't benchmark that relative to other
5 utilities?
6 A ["'mnot -- no, I"'mnot aware that there is any
7 benchmar ki ng data avai l abl e.
8 M5. CSANK: Thank you. That's all ny
9 guesti ons.
10 CHAI RMAN BROWN: Thank you, Ms. Csank.
11 Wal mart is not here.
12 And AARP has al ready asked.
13 Lar sons.
14 MR SKOP: Yes. Thank you, Madam Chair. Just
15 a few questions.
16 EXAM NATI ON
17 BY MR SKOP:
18 Q Good afternoon, Ms. Cohen.
19 A Good afternoon.
20 Q Did | say that correctly?
21 A Yes.
22 Q Gkay. Thank you.
23 Al right. If I could ask you to turn to
24 Page 18, Lines 6 through 8 of your prefiled direct
25 testinony, please.
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1 A Yes.
2 Q And in that section, you tal k about raising
3 the custoner charge for the RSl rate class by $2,
4 correct?
5 A Yes.
6 Q Now, the custoner charge on a residential bill
7 Is a fixed nonthly amount that covers the cost of the
8 meter and other costs, correct?
9 A Correct.
10 Q And the cost of the neters includes over
11 $600 million in smart neters, which FPL replaced the old
12 anal ogue neters with, correct?
13 M5. CLARK: Madam Chairman, | think this is
14 beyond the scope of her testinobny. She is just the
15 rat e-desi gn person. And she has indicated that
16 nmeters are part of that custoner charge.
17 CHAI RMVAN BROWN: M. Skop?
18 MR, SKOP: Yes. She does nention AM in her
19 testinony. | can get the specific cite --
20 CHAl RVAN BROWN: | - -
21 MR, SKOP: -- in ternms of additional
22 depl oynent, but --
23 CHAI RMVAN BROWN:  Yes, because | do renenber
24 reading it in her direct. Could you address --
25 MR SKOP:  Yes.
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1 CHAl RVAN BROAN:  -- by the --

2 MR SKOP: | can. Gve ne one nonent, please.
3 We'll call up her testinony.

4 It would be on Page 21, Line 6, Madam Chair.

5 CHAl RVAN BROMN:  Yeah. Ckay. (bjection

6 overrul ed.

7 You may answer the question.

8 THE WTNESS: No, |'m not aware.

9 BY MR SKOP:
10 Q Okay. Are you aware that FPL -- let ne
11 rephrase that. |Is it fair to say that FPL earns a

12 return on equity for all assets placed in service?

13 M5. CLARK: Madam Chairman, | do believe this
14 IS outside the scope of her testinony.

15 CHAl RMAN BROWN:  |I'Il et her answer it, if
16 she knows the -- the question.

17 THE WTNESS: Yeah, it's outside of ny --

18 BY MR SKOP:

19 Q Do you know how many FPL custoners are in the
20 RS1 rate class? GCenerally.

21 A It's approximately 4.2 mllion.

22 Q Ckay. So, if -- if there are 4.2 mllion

23 custoners in the RS1 rate class and we increase the

24 cust omer charge by approximately $2 per nonth, that

25 would be a substantial anmount of nobney on an annua
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1 basis, correct?

2 A No, sir. It's not an additional revenue.

3 It's -- it's a shift fromthe energy charge to the

4 residential charge.

5 Q kay. So --

6 A So, it's ensuring wthin the custoner class
7 that custoners are paying their fair share of costs.

8 Q kay. So, if it's not in the -- as you state,
9 it's basically a shifting from-- fromone cost bucket
10 to another, if you wll.

11 A It's noving it fromthe energy charge to the
12 cust oner charge.

13 Q Ckay. Okay. Geat.

14 If I could ask you to turn to Line 20 -- |

15 mean, Page 24 of your testinony, please.

16 A "' mthere.
17 Q Ckay. And on Page 24, you discuss the
18 proposed -- what's been referred to as -- in your

19 testinony, as LSA, but it's simlar to a GBRA

20 adjustnent, right?

21 A Yes, sir.

22 Q kay. Al right. So, on Lines 9 through 15,
23 I f | understand that correctly -- and please feel free
24 to explain -- when that plant cones in service, FPL

25 proposed to recover the first-year revenue requirenent
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1 and then, sinultaneously, reduce the fuel factor to
2 reflect the fuel savings associated with that plan,

3 correct?

4 A Yes, that's correct.

5 MR, SKOP: Ckay. And give ne one nonent,
6 Madam Chair, and | think I will be done.

7 (Brief pause.)

8 BY MR SKOP:
9 Q And then one final question, on Page 28 of
10 your testinony, at Lines 10 through 13 -- I'Ill give you

11 a nonent to get there.

12 A " mthere.
13 Q kay. You state that, even if the ful
14 I ncrease is granted, that FPL's residential bills are

15 expected to remain anongst the lowest in the state.

16 That statenent assunes that natural gas prices would not
17 I ncrease significantly above current |levels, correct?

18 A The statenent is using a January 4th fuel

19 curve that we used in our exhibits.

20 Q But fuel curves, as this Comm ssion has seen
21 in the past, with m d-course corrections have not always
22 been accurate, correct?

23 A | don't know the answer to that. | can state,
24  though, that |I've seen a nore-recent fuel curve, even in

25 August. And the NYMEX prices for '19 and '20 are
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1 actually lower than what we've projected in nmy exhibits.

2 Q Okay. But all -- all things being equal,

3 when --

4 CHAI RVAN BROWN:  Asked and answer ed.

5 MR, SKOP: Al right. Thank you.

6 | think that's it, Madam Chair. No further
7 guestions. Thank you.

8 CHAI RMVAN BROWN:  Thank you, M. Skop.

9 Al right, staff.

10 M5. BROMLESS: Yes, ma'am

11 EXAM NATI ON

12 BY MS. BROMALESS:
13 Q Can you | ook at Line 6 on Page 7. Turn to

14 Page 7 and let's |l ook at Line 6.

15 CHAl RMVAN BROWN:  Ms. -- Ms. Brownl ess, what
16 page was that?

17 M5. BROWNLESS: Page 7, Line 6.

18 CHAI RMAN BROWN:  Thank you.

19 THE WTNESS: Yes, ma'am | amthere.

20 BY M5. BROWNLESS:

21 Q kay. And in Line 6, you refer to total rate
22 cl ass operating revenue; is that correct?

23 A Yes.

24 Q Does this include fuel revenue for each rate

25 cl ass?
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A

Q

rate cl ass?

A

woul d be possibly Wtness Forrest.

O » O » O » O

A

I nformation that's provided from our accounti ng

depart nent.

we have.

nor ni ng.

Yes.

How do you project the fuel revenue for each

That is actually a different witness. It

And that's provided to you, that information?
Yes, ma' am

And then you' ve --

W --

-- placed it --

W --

-- in your forecast?

That's correct. We would use the tota

M5. BROMNLESS: Thank you, ma'am That's al

CHAI RVAN BROMN:  Thank you.

Conmm ssi oners?

Conmi ssi oner Edgar.

COW SSI ONER EDGAR:  Thank you, Madam Chair.

| thought we were going to see you this

THE WTNESS: | was hopi ng.

(Laughter.)
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1 COW SSI ONER EDGAR: Have you testified before
2 t hi s Conm ssi on before?
3 THE WTNESS: No, ma'am | have not.
4 COW SSI ONER EDGAR: Wl |, wel cone.
5 THE W TNESS: Thank you.
6 COMM SSI ONER EDGAR: Wl l, it is well-known in
7 these parts that, in these forunms, M. Myle is
8 wel | -regarded for asking the tough questions. And
9 M. Myl e asked many of ny questions. So, ipso
10 facto, | guess that neans | ask tough questi ons.
11 But | amgoing to try to cone at it froma slightly
12 di fferent angl e because he did ask sone of ny
13 guestions and you' ve answered them
14 So, I'm |l ooking at section of your testinony,
15 Page 18 and 19, and then also from your
16 I ntroductory opening coments in your testinony
17 which, | believe, you also used in your sunmary.
18 So, on Page -- the bottomof 18 and 19, you
19 say that the reset of the credits currently in
20 pl ace for CILC and CDR custoners is to, again,
21 reset them back to pre-settlenent |evels.
22 Wuld it be fair to say that that reset is
23 part of the overall nove in this rate case to
24 greater parity between rate cl asses?
25 THE WTNESS: It certainly gets us closer to
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parity, but it -- it truly is -- again, it was one
itemof a nultifaceted settl enent agreenent.

COW SSI ONER EDGAR:  Whuld it be fair to say
that the reset of these credits is one step towards
m ni m zi ng subsi des between rate cl asses?

THE WTNESS: Yes, these cust- -- these
credits are paid for by all custoners.

COMM SSI ONER EDGAR: And -- and | believe in
your answers to M. Moyle, you described that those
I ncentives, as you just stated, were part of an
overal |l settlenent plan approved by this Conm ssion
in 2012, but they were also, then, included in the
goal s and the conservation plan adopted by this
Comm ssion for FPL in 2014.

THE W TNESS:  Yes.

COMW SSI ONER EDGAR:  Ckay. Are you aware of
any prior DSM goal -setting or conservation plan
approved by this Conm ssion in other years, prior
to 2014, that simlar credits were included for

t hose custoner classes?

THE WTNESS: |'mnot sure | totally foll ow
your question. To ny know edge that -- we've never
changed the credit, | don't believe, fromthe tine

they were set. But Wtness Koch would be a good

witness to ask that on rebuttal.
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1 W' ve never proposed to change these in a
2 base-rate case. And they cane about as part of a
3 mul tifaceted settl enent agreenent. And in fact,
4 our | oad-control custoners have enjoyed the benefit
5 of alnmost $80 million of credits over the four-year
6 terms of the settlenent that are paid for by al
7 custonmers. And we've not called on those custoners
8 once, actually, since 2010 for |oad control.
9 Wtness Koch would actually be a great person
10 totalk alittle bit nore about the DSM pi ece of
11 it.
12 COW SSI ONER EDGAR: Ckay. Well, let ne ask
13 it this way -- and | will certainly do that.
14 For -- separate fromrate-case decisions in prior
15 DSM or goal - -- excuse ne -- in prior DSM and
16 conservation-pl an approval s by this Conm ssi on,
17 were those credits ever included prior to the 2014
18 conservation-pl an docket ?
19 THE WTNESS: Yes. [It's ny understanding they
20 have been eval uated appropriately in those dockets.
21 In the 2014 DSM pl an, they were approved as part of
22 the overall settlenent agreenent. So, they were
23 not eval uat ed.
24 COMW SSI ONER EDGAR: Ckay. | think we're
25 tal ki ng past each other --
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1 THE W TNESS: Ckay.
2 COMW SSI ONER EDGAR: -- but 1'Il cone back to
3 that. That's okay.
4 So, when you say they were not eval uated, do
5 you know if they were reviewed by staff and/or
6 I ntervenors as to cost-effectiveness?
7 THE W TNESS:. Yes, we did provide data --
8 di scovery or data requests to that effect.
9 COMM SSI ONER EDGAR:  Did they neet the RM
10 test?
11 THE W TNESS:. Yes, they were cost-effective.
12 COW SSI ONER EDGAR: Do you -- do you know how
13 often the Comm ssion generally has conservation-
14 pl an and DSM goal -setti ng dockets.
15 THE WTNESS: My understanding is it's
16 generally every five years, but I'mnot the DSM
17 expert.
18 COW SSI ONER EDGAR:  Sure. So -- and | agree,
19 it's generally every -- every five years. Thank
20 you. So, with that, then, barring the -- it
21 could -- it could be any tine, but it wuld be a
22 reasonabl e expectation that 2019 woul d be the
23 next -- next proceedi ng.
24 THE W TNESS:  Yes.
25 COMM SSI ONER EDGAR: Ckay. Al right. Thank
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1 you.
2 CHAI RVAN BROWN:  Commi ssi oner Brisé?
3 COW SSI ONER BRI SE:  Thank you, Madam Chair.
4 | just have a coupl e of questions.
5 |s there any adverse inpact in shifting the $2
6 charge fromthe vari able energy charge to the fixed
7 cust oner charge, as you're proposing?
8 THE WTNESS: There is no inpact to the
9 custoner class as a whole. It -- it will increase
10 a bill slightly for a thousand-kil owatt-hour
11 custoner. It's about a 20-cent increase.
12 COW SSI ONER BRI SE:  Ckay. M. Wseman asked
13 you a question in terns of making rates and whet her
14 rates are cost-based. And it sounded to ne that
15 you didn't fully get that question.
16 So, I"'mtrying to understand how FPL goes
17 t hrough the process of -- of naking rates or
18 devel oping rates if they are not necessarily
19 conpl etely cost-based.
20 THE W TNESS: Wwell --
21 COWM SSI ONER BRI SE:  Because that's what | got
22 fromyour answer.
23 THE WTNESS: Wat we do is take the revenues
24 that we obtain fromthe cost-of-service group. And
25 we allocate those to the rate classes, based on the
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1 cost to serve them
2 We, then, |ook at their parity cal cul ations.
3 Sone rate classes may get bigger increases than
4 others. And then, we ensure that no one is over
5 one-and-a-half times the system average increase,
6 whi ch is the gradualism guideline.
7 Once that's conplete, we go rate class by rate
8 class, and we set the rates within the rate cl ass
9 to recover that anount of revenue requirenent. So,
10 t hose revenue requirenents are absol utely cost-
11 based.
12 COW SSI ONER BRI SE:  kay. And that is done
13 I ndependent of whatever is happening in the
14 mar ket pl ace anywhere el se.
15 THE WTNESS: Yes and no. The gradualism
16 cal cul ati on does take into account our forecast.
17 So, to the extent we have a fuel forecast, it's
18 part of the total operating revenues for our class,
19 which is one of the reasons the gradualism
20 cal cul ation was instituted is because the custoner
21 pays a total bill. So, it's inportant that you
22 focus on the total inpact to the custoner.
23 COW SSI ONER BRI SE:  Okay. So, then, if -- if
24 one would be conparing this to an entity that works
25 within the regul ar marketplace, conpetitive
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mar ket pl ace, that there aren't market signals
injected into the price based upon external
condi tions?

THE W TNESS:. Can you repeat your question?

COW SSI ONER BRI SE:  (kay. So, just to give
you an exanpl e, a shoe conpany makes shoes. It
costs them $3 to make themin China. By the tine
you bring themhere, it's $10 total cost, but you
sell them for 280 bucks.

THE W TNESS: Ckay.

COW SSI ONER BRI SE:  The fact that the market
can bear soneone paying 280 bucks for the shoes has
an injection into that price, right.

THE W TNESS: Ri ght.

COW SSI ONER BRI SE:  So, FPL doesn't consider
those type of factors when devel oping the price.

THE WTNESS: But | wll say | believe the
gradualismcal cul ation is what hel ps you ensure
that you're not overcharging, per se, a group of
custoners. They are limted to the increase that
you give them You cannot just increase thema
hundred percent to parity.

And you'll see in ny exhibit, we actually
don't get to a hundred percent parity for a nunber

of rate classes, even over three years. W're
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1 limted by the increase we can give them
2 COW SSI ONER BRI SE:  Ckay. Thank you.
3 CHAI RMAN BROWN:  Thank you, Conm ssi oner
4 Brisé.
5 Redi rect.
6 M5. CLARK: | just have a few.
7 REDI RECT EXAM NATI ON
8 BY M5. CLARK:
9 Q And | think I'lIl start with the question
10 that -- just for clarification on the question that
11 Commi ssi oner Brisé asked regarding the analogy to
12 sel I i ng shoes.
13 FPL, when they set their rates, it's based on
14 the cost to serve those custoners, not any outside --
15 not what the market will bear, essentially.
16 A Absol ut el y.
17 Q And in terns of devel oping the cost, is that
18 the responsibility of Ms. Deaton?
19 A Yes.
20 M5. CLARK: Comm ssioner Edgar, you may have
21 asked this, but I'"'mgoing to go there again.
22 BY M5. CLARK:
23 Q Vell, et nme ask it maybe a different way --
24 differently. W were talking a little bit about
25 gradualism
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1 A Yes.

2 Q What type of proceeding is the concept of

3 gradualismapplied here at the Conm ssion?

4 A What type of proceedi ng?

5 Q Yes, as distinguished between a cl ause

6 proceedi ng, a base-rate proceedi ng, a nucl ear clause
7 proceedi ng.

8 A Gradualismis applied in a base-rate

9 proceedi ng.

10 Q And do you recall M. Myle's exanple on

11 gradual i sm where he spoke about a base-rate decrease?
12 A Yes.

13 Q Assum ng that there is a decision to allow a
14 rate increase, under the gradualismoprinciple, is it,
15 then, appropriate to give any rate class a rate

16 decr ease?

17 A Can you repeat your question?
18 Q Yes. Assumng the Commi ssion allows a rate
19 I ncrease, under the gradualismconcept, is it

20 appropriate to give any class a rate increase?

21 MR LAVIA: Object. That's a |eading question

22 and a hypot heti cal .

23 CHAl RVAN BROMWN:. St aff?

24 M5. CLARK: | would point out |eading

25 guestions are allowed on redirect, so --
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1 MR, MOYLE: | don't think so.

2 M5. BROMNLESS: But also, it's not a |eading
3 question if it can be answered yes or no.

4 MR, MOYLE: No, it's a who, what, where, when.
5 It's not --

6 CHAI RMVAN BROMWN:  Al'l right.

7 MR, MOYLE: -- isn't it true.

8 CHAl RVAN BROAWN:  Hold -- M. -- M. Myle.

9 MR, MOYLE: | join the objection.

10 CHAI RMVAN BROWN:  Ckay.

11 MR. MOYLE: A leading question is the one that
12 suggests the answer in the question.

13 CHAl RVAN BROMN:  You're going to --

14 MR. MOYLE: And she said isn't it true that
15 bl ah, bl ah, blah, blah. So, it's not --

16 CHAI RVAN BROWN:  Al'l right.

17 MR. MOYLE: Yes or nois not. [It's who what,
18 wher e, why.

19 CHAI RMAN BROAN: | under st and.

20 MR WSEMAN:. And | would join in the

21 obj ecti on.

22 CHAI RMAN BROAN: | under st and.

23 MR, SKOP: As would the Larsons.

24 CHAI RMVAN BROWN:  Everyone el se?

25 Ms. dark, would you want to rephrase it
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1 maybe?

2 M5. CLARK: | would only say Ms. Brownl ess

3 said it wasn't a | eadi ng question.

4 No, I -- |I"mhappy to do that.

5 BY M5. CLARK:

6 Q Assum ng there is a rate increase, under

7 gradualismpolicies, can there be a rate decrease?

8 A Yes.

9 Q | think the question Conmm ssioner Edgar may
10 have asked was relating to the reset of CILC credits.

11 I f you know, do you know how much nore ot her custoners
12 pay during the termof the settlenent agreenent in ClLC
13 credits? Was the total amount that the other custoners
14 paid nore than what they would have pai d absent the

15 settlenent?

16 MR, MOYLE: | -- first of all, I think it's
17 beyond -- beyond the scope of -- of the cross. And
18 secondly, | thought he answered it and said it was
19 80 mllion that everyone contributed to.

20 M5. CLARK: I'mfine with M. Myle's answer.
21 (Laughter.)

22 MR, MOYLE: You should check the record on

23 t hat .

24 CHAI RVAN BROW: | wil .

25 111
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1 BY M5. CLARK:
2 Q | think it was South Florida Hospital asked
3 you questions regarding MFR E-13A -- |I'msorry -- E-8.
4 Does this MFR show rate increase -- rate-increase
5 per cent ages between the current rates and FPL's proposed
6 rates?
7 A Do they show rate- -- can you repeat that
8 part ?
9 Q Does this show the rate-increase percentages
10 between current rates and FPL's proposed rates?
11 A No.
12 Q Let ne ask you this: You start with the --
13 you do have -- in Columm 4, you do have present class
14  operating revenue, correct?
15 A Yes.
16 Q And then over on nine, you have conpany --
17 just a mnute.
18 CHAI RMVAN BROWN:  Take your tine.
19 (Discussion off the record.)
20 M5. CLARK: Madam Chai rman, we'll w thdraw
21 t hat questi on.
22 CHAI RMVAN BROWN:  Ckay.
23 BY M5. CLARK:
24 Q You were asked questions about the cost-
25 effectiveness from Comm ssi oner Edgar on the DSM Are
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1 you famliar wth the two-phase process in determning
2 the appropriate | evel of DSMincentives?
3 A Yes, | am
4 Q And woul d Wtness Koch be a better witness --
5 A Yes.
6 Q -- to address that issue?
7 And | al so think Comm ssioner Edgar asked you
8 one of ny redirect questions. Do you know how many
9 times since 2006 the CILC and CDR custoners have been
10 I nterrupted?
11 A Si nce 2006, no; but since 2010, none.
12 Q Si nce 20107?
13 A None.
14 M5. CLARK: | think one | ast one, Madam
15 Chai r man.
16 BY M5. CLARK:
17 Q When you make your gradualism determ nation,
18 do you use the sane fuel and other clause changes on
19 both sides of the equation?
20 A Yes.
21 M5. CLARK: Thank you.
22 Madam Chai r man, thank you.
23 CHAI RVAN BROWN:  You' re wel cone.
24 Al right. Let's get to exhibits. For this
25 W tness, we just have the prefiled, which are
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1 listed as Exhibits 137 through 142.

2 Wul d you |ike --

3 M5. CLARK: | would nove themin the record.
4 CHAI RVAN BROMAN.  Any obj ections? Seei ng none,
5 we'll nove 137 through 142 into the record.

6 (Wher eupon, Exhibit Nos. 137 through 142 were

7 admtted into the record.)

8 CHAl RVAN BROMWN:  And woul d you like this
9 W t ness excused.
10 M5. CLARK: | woul d.
11 CHAI RMAN BROWN:  Have a great afternoon.
12 THE WTNESS: Thank you. You, too.
13 CHAI RMAN BROWN:  Enj oy your Fri day.
14 THE W TNESS:. Thank you.
15 CHAI RMVAN BROWN:  Al'l right.
16 M5. CLARK: M. Myle wants to nmake sure she's
17 com ng back.
18 Yes, she'll be here on rebuttal.
19 CHAI RMAN BROWN: Ckay. G eat.
20 Last witness on direct is Ms. Renae Deaton.
21 Wul d you pl ease call your w tness.
22 M5. CLARK: FPL will call Renae Deat on.
23 CHAI RMAN BROWN:  Thank you.
24 M5. CLARK: | need a mnute to change ny
25 not ebooks.
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1 CHAIl RVAN BROMN: Ch, absolutely. Let's
2 t ake about --
3 MR, BUTLER: Madam Chair?
4 CHAl RVAN BROMN:  Yes?
5 MR, BUTLER: [I'msorry. Wile she is doing
6 that, | had been provided a list by M. Wsenman of
7 the order for intervenor witnesses. | would |ike
8 to provide it at this tinme. And if there are any
9 changes or corrections to it -- but it's -- it
10 woul d be helpful to be sure we're all on the sane
11 page for --
12 CHAIl RVAN BROMN:  Yes. W do not have a copy
13 of it up here, | know.
14 M5. CLARK: Madam Chair --
15 MR BUTLER: | was just going toread it into
16 the record, but I can -- if you would like, | can
17 provide a witten copy, and we can do it after
18 Ms. Deaton's testinony.
19 CHAI RMAN BROWN: | would love a witten copy.
20 MR BUTLER. Ckay. W'Ill do that.
21 CHAI RMAN BROWN:  Thank you.
22 MR WSEMAN. And | was -- just as | told
23 M. Butler, it's accurate, to the best of ny
24 recollection. | have not provided it to the other
25 i ntervenors, though and -- so, they may want to
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check that to make sure they are all in agreenent.

CHAI RMVAN BROWN:  Why don't you work all that
out and provide us with a witten copy.

MR, BUTLER: I'll -- I"ll circulate a witten
copy of it to --

CHAI RVAN BROWN: St aff.

MR, BUTLER: -- the intervenors and see if
they agree with it, and we'll present it after
Ms. Deaton's testinony.

CHAl RVAN BROMWN: Ckay. G eat.

MR, BUTLER:  Thanks.

CHAIl RVAN BROMN:  Any other prelimnary matters
before we take up this w tness?

| know Ms. Clark is getting her books
organi zed. So, | don't want to --

M5. CLARK: | think I'm organi zed now.

CHAI RMAN BROWN:  You' re organi zed? Ckay.

M5. CLARK: | don't believe Ms. Deaton has
been sworn.

CHAl RVAN BROMWN:  Ms. Deaton, before you get
sworn in, are you prepared? Are you -- are you
ready to go?

THE W TNESS:  Yep.

CHAl RVAN BROMWN: Ckay. Pl ease raise your

ri ght hand.
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1 THE WTNESS: Can | do ny left hand.

2 CHAI RMAN BROWN:  Yes, absol utely.

3 Wher eupon,

4 RENAE DEATON

5 was called as a wtness, having been first duly sworn to
6 speak the truth, the whole truth, and nothing but the

7 truth, was exanm ned and testified as foll ows:

8 CHAl RVAN BROMWN:  Wbul d you pl ease be seat ed.
9 And wel cone. Good afternoon.

10 THE WTNESS: Good afternoon

11 DI RECT EXAM NATI ON

12 BY M5. CLARK:

13 Q Wul d you pl ease provide your nane and

14  busi ness address for the record.

15 A Yes, ny nane is Renae Deaton. M business

16 address is 700 Uni verse Boul evard, Juno Beach, Florida.
17 Q By whom are you enpl oyed and in what capacity?
18 A " menployed by FPL. | amthe senior nanager
19 of cost-of-service and | oad research.

20 Q And have you prepared and caused to be filed

21 29 pages of direct testinmony in this proceedi ng?

22 A | haven't counted the pages. Sorry.
23 (Exam ni ng docunent.) Yes, ma'am
24 Q And you did not file an errata; is that

25 correct?
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1 A That's correct.

2 Q If | asked you the questions contained in your
3 direct testinony, would your answers be the sanme?

4 A They woul d.

5 M5. CLARK: Madam Chair, | would ask that

6 Ms. Deaton's prepared direct testinony be inserted
7 into the record as though read.

8 CHAl RMAN BROWN:  We' Il insert Ms. Deaton's

9 prepared prefiled direct testinony into the record
10 as though read.

11 (Prefiled direct testinony inserted into the
12 record as though read.)
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L. INTRODUCTION
Please state your name and bu.siness address.
My name is Renae B. Deaton. My business address is Florida Power & Light
Company, 700 Universe Boulevard, Juno Beach, Florida 33408.
By whom are you employed, and what is your position?
I am employed by Florida Power & Light Company (“FPL” or the
“Company”) as the Senior Manager of Cost of Service and Load Research in
the Rates & Tariffs Department.
Please describe your duties and responsibilities in that position.
With regard to retail rates, I am responsible for managing FPL’s load research
and cost of service activities. In this capacity, my responsibilities include the
preparation and filing with the Florida Public Service Commission (“FPSC”
or the “Commission”) of load research sampling plans and study results, the
development of annual energy and demand line loss factors by rate class, and
the preparation of jurisdictional separation and retail cost of service studies.
Please describe your educational background and professional
experience.
I hold a Bachelor of Science in Business Administration and a Master of
Business Administration from Charleston Southern University. Since joining
FPL in 1998, I have held various positions in the rates and regulatory areas.
Prior to my current position, I held the position of Senior Manager of Rate

Design, responsible for the retail tariff and rate development. Prior to joining
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FPL, I was employed at South Carolina Public Service Authority (d/b/a Santee

Cooper) for fourteen years, where I held a variety of positions in the
Corporate Forecasting, Rates, and Marketing Department and in generation

plant operations.

I am a member of the Edison Electric Institute (“EEI”") Rates and Regulatory
Affairs Committee, and I have completed the EEI Advanced Rate Design
Course. I have been a guest speaker at Public Utility Research Center/World
Bank International Training Programs on Utility Regulation and Strategy.
Have you previously testified before this Commission?
Yes. 1 have testified or filed testimony before this Commission in several
dockets. I testified as the rate design witness in FPL’s last two rate cases in
Docket Nos. 080677-EI and 120015-EI. I testified in FPL’s Energy
Conservation Cost Recovery Clause (“ECCR”) Docket No. 140002-EG and
the related Docket No. 140226-EI regarding the rate-making issues associated
with the ECCR clause opt-out request. I provided testimony in FPL’s Fuel and
Purchased Power Cost Recovery Clause Docket No. 110001-EL. 1 also
provided testimony and represented FPL before the Federal Energy
Regulatory Commission (“FERC”) in rate and cost of service matters.
Are you sponsoring any exhibits in this case?
Yes. Iam sponsoring the following exhibits:

e RBD-1 — MFRs and Schedules Sponsored or Co-Sponsored by Renae

B. Deaton
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e RBD-2 - Load Research Rate Classes and Related Rate Schedules
¢ RBD-3 —Rate Class Extrapolation Methodologies

e RBD-4 — Rates of Return and Parity at Present Rates

e RBD-5 — Target Revenue Requirements at Proposed Rates

e RBD-6 — Comparison of FPL Cost of Service Methodologies

Q. Are you sponsoring or co-sponsoring any Minimum Filing Requirements

(“MFRs”) and schedules filed in this case?

A. Yes. Exhibit RBD-1 contains a listing of the MFRs and schedules that I am

sponsoring or co-sponsoring.
What is the purpose of your testimony?
The purpose of my testimony is to address four principal areas:

1. What load research is, how it is used in the jurisdictional separation and
cost of service studies, and how the projected load forecast by rate class
and energy loss factors were developed;

2. The process used in the development of FPL’s jurisdictional separation
study and resulting jurisdictional separation factors;

3. FPL’s process of preparing a retail cost of service study and the proposed
change in methodologies used to allocate production and transmission
plant to retail rate classes; and

4. The results of the retail cost of service study for the 2017 Test Year and
2018 Subsequent Year.

Q. Please summarize your testimony.
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My testimony supports the results of FPL’s cost of service study for the

projected 2017 Test Year and 2018 Subsequent Year. The cost of service
study fairly presents each rate class’s cost responsibility, rate of return
(“ROR”), and parity position (i.e., rate class ROR relative to system average

ROR). The methodologies used to allocate rate base, revenues, and expenses

- were accurately applied and are consistent with those previously approved by

this Commission. FPL’s load research sampling plan and studies, which
provide the basis for cost allocation, were approved by the Commission and
meet the FPSC’s precision requirements. The separation study was conducted
to allocate rate base, revenues and expenses between retail and wholesale
customers. The retail cost of service study allocates the retail jurisdictional
rate base, revenues and expenses to the individual rate classes based on the
appropriate costs drivers previously approved by this Commission. Finally as
discussed later in my testimony, FPL proposes to use a 12 CP and 25%
allocation method for production plant and a 12 CP method for transmission
plant, except for transmission pull-offs, in order to better align costs and

benefits among the customer classes.

The results of the rate class cost of service study show that at present rates,
certain rate classes, such as GS(T)-1 and GSCU, are more than 10% above
parity, while some of the larger commercial/industrial rate classes, particularly
GSLD(T)-1 and GSLD(T)-2, are well below parity. Exhibit RBD-4 lists the

ROR and related parity index for each rate class along with the revenue
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requirement and percent differential needed to achieve full parity at present
rates, before any revenue increase is applied. MFR E-1 provides the details

supporting these results.

Finally, the cost of service study provides the target revenue requirements by
rate class and the underlying unit costs for each billing determinant, e.g.,
demand, energy, and customer bills. This information is presented on MFR
E-6b, and provides the basis for designing rates that would improve the parity
among rate classes and better align FPL’s rates and charges with the costs to
serve each rate class. Exhibit RBD-5 shows for each rate class the target
revenue requirements at proposed rates on an equalized basis, that is, at the

retail ROR or at parity.
II. LOAD RESEARCH AND ENERGY LOSSES

Why is load research a necessary input into the jurisdictional separation
and cost of service studies?

Load research provides information on usage characteristics, which provides
the basis for allocating costs between retail and wholesale jurisdictions énd for
allocating costs among retail rate classes.

What information is provided by load research?

Load research provides, for each rate class, information on the contribution to

the system peak (Coincident Peak or “CP”), as well as the class peak (Group
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Non-Coincident Peak or “GNCP”), and the customers’ Non-Coincident Peak
(“NCP”). The contribution to the system peak represents the rate class
demand at the time of the system peak. By contrast, the GNCP represents a
rate class’s maximum demand as a class. The customers’ NCP demand is the
sum of the individual customer peak demands for all the customers within the
rate class, regardless of when they occur. In addition, load research provides
load shapes, hourly data, and load factors for each rate class. Load research
data reflecting all of the above attributes is developed on a monthly basis for
each wholesale and retail rate class. The monthly data is analyzed and
reported on an annual basis as well.

Has the Commission reviewed and approved the Company’s load
research?

Yes. Rule 25-6.0437, Florida Administrative Code (“F.A.C.”), Cost of
Service Load Research, requires that investor-owned utilities serving more
than 50,000 retail customers submit a load research sampling plan to the
Commission for review and approval every three years. FPL’s most recent
sampling plan was submitted and approved in May 2014. In addition, the rule
requires that utilities submit a complete load research study every three years.
FPL’s most recent load research study was filed with the Commission in June
2015.

Please describe the information provided and summarize the results
achieved in the load research study filed with the Commission in June

2015.
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This study provided the estimated CP and GNCP demands for the 12 month

period ending December 31, 2014, for all rate classes subject to reporting
under Rule 25-6.0437, F.A.C. Also included in the report for the sampled rate
classes are the 90% confidence intervals around the monthly peak demands
and their percent relative accuracy. FPL met the target level of statistical
accuracy required by the rule for the estimate of averages of the 12 monthly
CP, as well as for the summer and winter peaks of the sampled rate classes.
Please explain what is meant by “rate classes.”

In general terms, rate classes are groups of individual rate schedules with like
billing attributes (e.g., customer type and load size) and rate design inter-
relationships that are treated for rate design purposes on a combined basis. As
a result, one or more rate schedules may be combined into a single rate class.
For example, residential non-time-of-use, Rate Schedule RS-1, and residential
time-of-use rider, Rate Schedule RTR-1, are combined together into the
RS(T)-1 rate class. The practice of combining time-of-use rate schedules with
their non-time-of-use counterparts is consistent with the practice followed by
FPL in the cost of service studies that were filed in the last five rate cases
(Docket Nos. 830465-E1, 001148-EI, 050045-EI, 080677-EI and 120015-EI).
Have you prepared an exhibit that lists the rate classes used for load
research purposes?

Yes. Exhibit RBD-2 lists and describes the rate classes used for load research
study purposes.

How is load research information developed by rate class?
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The first step is to collect and analyze load data by rate class. For certain rate

classes, load data is captured by the recording metering devices that are used
for billing purposes (100% metered). Unmetered rate classes, such as street
lights, are modeled based on their equipment usage characteristics. Statistical
samples developed in compliance with Rule 25-6.0437, F.A.C., are used for
all rate classes that are not modeled or 100% metered. Exhibit RBD-3 lists

the rate classes that are 100% metered, modeled, or sampled.

FPL then uses one of two extrapolation methodologies identified in Exhibit
RBD-3 to estimate the load research data for each rate class: the Ratio
Extrapolation and the Mean Per Unit Extrapolation. The Ratio Extrapolation
methodology is used to expand the historical load research data for sampled
rate classes and for 100% metered rate classes with a large number of
customers. This methodology estimates the total rate class demand by
applying the ratio of demand to billed energy for each interval recorded
multiplied by the billed energy for the rate class. The Mean Per Unit
Extrapolation methodology is used for rate classes with a small number of
customers. The Mean Per Unit Extrapolation methodology estimates the total
rate class demand by applying the average demand for each interval recorded
multiplied by the number of customers in the rate class. Both extrapolation
methodologies are used for 100% metered rate classes as necessary to account
for missing interval data resulting from meter, data translation, or

communication issues.
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Presently, rate classes SL-1, OL-1, and SL-2 are billed as unmetered rates.
The usage characteristics for the lighting rate classes, SL-1 and OL-1, are
modeled based on the estimated number of burn hours or estimated hours of
operation. This modeling estimates that light fixtures are on approximately
48% of all hours in a year. The Traffic Signal Service rate class, SL-2, is

modeled based on a 100% load factor.

The load research sampling and extrapolation methodologies described above
are standard practices that are widely used in the industry. FPL has applied
these methodologies on a consistent basis in its load research filings with the
Commission.

Please discuss the historical load research information used in this filing.
The monthly load research data for the most recently completed three year
annual load research studies was used to project the peak loads by rate class.
Load research data for the historical years 2012, 2013, and 2014 is provided in
MFR E-11, Attachments 2, 3, and 4, respectively. The historical load research
information provided the basis for the projected 2017 Test Year and 2018
Subsequent Year load data shown in MFR E-11, Attachment 1. The
methodology for applying historical data to project rate class load is the same
as that used in previous FPSC rate cases and cost recovery clause filings. In
addition, as stated previously, FPL’s load research study for the year 2014 was

filed with the Commission in June 2015.
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Did the study results filed with the Commission in June 2015 cover the
same rate classes as those being presented in this rate case?

Yes. The load research study filed in June 2015 covers the same rate classes
as those used in this rate case and both are consistent with the load research
sampling plan approved by the FPSC Staff in May 2014. Exhibit RBD-2 lists
and describes the rate classes used for load research study purposes. Exhibit
RBD-2 also shows the rate schedules that comprise each rate class.

Please describe how the projected 2017 Test Year and 2018 Subsequent
Year load research data were developed.

The historical load research data was used in conjunction with the sales
forecast by rate class to develop the CP, GNCP, and NCP demand estimates
for the projected 2017 Test Year and 2018 Subsequent Year. Monthly ratios
of each rate class’s CP, GNCP, and NCP to actual kilowatt hours (“kWh”)
sales were developed for each of the three years of historical load research

data.

Projected 2017 Test Year and 2018 Subsequent Year monthly CP, GNCP, and
NCP ratios for each rate class were then developed based on the average of
their respective historical ratios. The projected CP, GNCP, and NCP ratios
were then applied to the sales forecast by rate class to derive the projected CP,
GNCP, and NCP demands for each class. The sales forecast, by rate class,

was developed by FPL witness Cohen.
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Has this method of developing projected load research information just
described been used previously?

Yes. The forecasted load research data in FPL’s MFR filings in FPSC Docket
Nos. 001148-EI, 050045-EI, 080677-EI and 120015-EI utilized this same
methodology.

Is the projected load research data by rate class consistent with the
system load forecast?

Yes. The projected load research data is consistent with the forecast of system
monthly peak demands for the 2017 Test Year and 2018 Subsequent Year
presented in MFR E-18 and with the forecast of system sales for the Test Year
and Subsequent Year presented in MFR F-8.

Which MFRs provide additional information on load research?

MFR E-9 and MFR E-17 provide additional information on load research.
How._is the load research data used in the development of the separation
factors and cost of service study?

The load research data is used to develop the load-related allocation factors
shown in MFR E-10. These load-related allocation factors, namely CP,
GNCP, and NCP, are then adjusted to account for energy losses.

What are energy losses?

Simply stated, energy losses represent the amount of energy produced that is
neither sold nor used by the Company. There are two types of energy losses:
technical and non-technical. Technical losses are inherent to the transmission

and distribution of electricity and occur on generation step-up transformers,
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transmission lines, distribution station step-down transformers, distribution

lines, distribution transformers, and secondary service to customers. Non-
technical losses include electricity theft and other unaccounted-for use of
energy. .

Why is it appropriate to adjust the load-related allocation factors for
energy losses?

As discussed above, the load-related allocation factors are developed based
upon the sales forecasts by rate class, which are then multiplied by the ratios
established through load research to project CP, GNCP, and NCP. However,
the forecasted sales for each rate class are measured at the customer’s meter,
which is net of energy losses that occur in delivering electricity to customers
in that class. The peak load that is imposed upon the system by each rate class

is actually more than the amount of energy delivered at the meter.

If all rate classes had the same level of energy losses, there would be no need
to adjust for the losses because the relative relationship among the rate classes
would remain the same, regardless of whether the losses were netted out.
However, energy losses are different for rate classes served at transmission,
primary distribution, and secondﬁry distribution voltage levels. Therefore, it
would not be appropriate to assume that the energy losses are the same for the
different rate classes. Electric lines operating at higher voltage levels
experience less energy loss per amount of energy delivered than lower voltage

lines; thus, transmission customers incur lower losses as a percent of energy
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delivered than customers served at lower voltage levels. Primary distribution
voltage losses are higher than transmission voltage losses because they
include transmission losses, as well as distribution station step-down
transformers and distribution line losses. Secondary distribution voltage
customers incur the highest losses per unit delivered because, in addition to
losses from transmission and primary distribution voltages, their losses also
include losses due to transformers and secondary services. Therefore, FPL
develops and applies separate loss adjustments to each rate class so that these
differences in energy losses among the rate classes are recognized.

How are the adjustments for energy losses determined?

FPL witness Morley forecasts energy losses on a total FPL system basis. The
forecasted system-wide energy losses are then converted into loss adjustment
factors by voltage level and by rate class. MFRs E-19a, E-19b, and E-19c
provide the details and results of this process. When these energy loss factors
by rate class are applied to the corresponding rate class load-related data, the
resulting values are termed 12 CP, GNCP, and NCP “adjustcd for losses.”
Load data by rate class reflecting adjustments for energy losses is summarized

in MFR E-9.

H1. JURISDICTIONAL SEPARATION STUDY

What is a jurisdictional separation study?

15
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A jurisdictional separation study allocates the Company’s total rate base and
net operating income (“NOI”) between different rate-regulated jurisdictions.
FPL’s utility business operates under two rate-regulated jurisdictions: retail,
regulated by the FPSC; and wholesale, regulated by the FERC. FPL must
maintain its accounting books and records in accordance with the Uniform
System of Accounts as prescribed by the FERC and the FPSC. Compliance
with the Uniform System of Accounts requires electric utilities to record costs
incurred and investments made at original cost. Because most investments
made and costs incurred by a regulated utility serve all of its utility customers,
retail and wholesale, it is necessary to prepare a jurisdictional separation study
to allocate costs between the two jurisdictions. The jurisdictional separation
study develops allocations or jurisdictional separation factors for allocating
rate base and NOI items recorded on the Company’s accounting books and
records to the jurisdictions.

What are the steps in the jurisdictional separation study?

Costs are first functionalized, then classified, and finally allocated between the
retail and wholesale jurisdictions. The term “functionalization” refers to the
assignment of costs into one or more of the major functions of an electric
utility (e.g., production, transmission and distribution). The term
“classification” refers to the categorization by cost driver, that is, the
determination of whether a cost is driven by demand, energy, or number of
customers. Finally, each component is “allocated” between jurisdictions

using jurisdictional separation factors. The method of allocating a cost should
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be consistent with its functionalization and classification. For example, a cost
classified as demand-related should not be allocated on the basis of kWh of
energy consumed, nor should a cost classified as energy-related be allocated
based on peak demand.

What are jurisdictional separation factors?

Jurisdictional separation factors are the result of the process just described and
are used to allocate rate base and NOI items between retail and wholesale
jurisdictions. These factors are expressed as figures between zero and one,
with the former indicating no retail responsibility and the latter indicating
100% retail responsibility. The jurisdictional separation factors are primarily
based on demand or energy sales for the retail and wholesale jurisdictions.
However, other factors that best represent each jurisdiction’s cost
responsibility are also used. MFR E-10, Attachment 1, outlines the specific
methodology used to develop the separation factors by each component of
cost.

Are there different types of wholesale sales?

Yes. In general, wholesale sales consist of electricity sold to other electric
utilities or power marketers for resale. They include power sales to other
utilities, which are firm, long-term sales, as well as opportunity sales which
are non-firm and of shorter duration. Transmission service between utilities
also falls under the wholesale jurisdiction regulated by the FERC.

What is the significance of the different types of wholesale transactions in

developing separation factors?
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It is important to understand the significance of a wholesale sale that is a
“separated sale” and a wholesale sale that is a “non-separated sale,” because
different regulatory treatments apply to the costs and revenues associated with
each type of sale. The FPSC has historically made a distinction between
separated versus non-separated wholesale power sgles. As outlined in Docket
No. 970001-EI, Order No. PSC-97-0262-FOF-EI (the “Separated Sales
Order”), wholesale sales that are non-firm or less than one year in duration are
treated as non-separated sales, and all other sales are treated as separated
sales. Non-separated sales are not .assigned cost responsibility through the
separation process because a utility does not commit long-term capacity to
such wholesale customers. Therefore, the revenues and costs associated with
non-separated sales are shared by both retail and long-term firm wholesale
customers.

How are separated sales treated in the jurisdictional separation study?
The FPSC has historically required that, absent a request to deviate from the
Separated Sales Order, costs associated with separated sales be allocated on a
system average basis and btreated as wholesale for jurisdictional separation
purposes. In essence, the wholesale sale is separated to remove the production
plant and operating expenses (including fuel expenses) associated with the
sale from the retail jurisdiction’s cost responsibility. FPL’s separated
wholesale sales for the 2017 Test Year and the 2018 Subsequent Year include
Seminole Electric Cooperative, Lee County Electric Cooperative, Florida

Keys Electric Cooperative, City of Homestead, City of New Smyrna Beach,

18



10

11

12

13

14

15

16

17

18

19

20

21

22

23

City of Winter Park, and City of Quincy power sales contracts. The

jurisdictional separation factors for separated wholesale sales are calculated
using the wholesale customers’ load forecasts.

How are wholesale transmission service contracts treated in the
jurisdictional separation study?

Consistent with the FPSC order in Docket No. 080677-EI, FPL has separated
the costs and revenues associated with wholesale transmission service
contracts that are firm and longer than one year. These wholesale contracts
are separated to remove the transmission plant and operating expenses
associated with the transmission service contracts from the retail jurisdiction’s
cost responsibility. Revenue from short-term, non-firm wholesale
transmission service contracts are credited to both retail and wholesale
jurisdictions, thereby reducing the costs to serve both jurisdictions. In other
words, these contracts are not assigned cost responsibility through a
separation process; therefore, the retail and wholesale firm transmission
customers support all of the transmission investments and costs. In exchange
for supporting the investment, both the retail and wholesale firm transmission
customers receive all of the revenues.

Please explain how the results of the jurisdictional separation study are
incorporated into the cost of service study.

The jurisdictional separation factors are applied on a line item basis to the
Company’s total utility rate base and NOI to compute jurisdictional or retail

rate base and NOI. The jurisdictional results and associated factors are shown
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on MFR B-6 and MFR C-4. The jurisdictional separation factors are among
the inputs used to calculate the jurisdictional or retail-adjusted rate base and
NOI reported in MFRs B-1 and C-1, respectively, sponsored by FPL witness
Ousdahl. The jurisdictional or retail-adjusted rate base and NOI are allocated
to retail rate classes in the cost of service study.

How does the allocation of rate base and expenses to the wholesale
jurisdiction in this case compare to the allocation in the last case?

A higher percentage of production plant and expenses is allocated to the
wholesale jurisdiction in this case due to the increase in long-term power
sales. This higher allocation, in turn, decreases the retail share of revenue
requirements. In the last case, the retail separation factor for production

demand costs was approximately 98%, and in this case it is 95%.

IV. RETAIL COST OF SERVICE STUDY

Please provide an overview of a retail cost of service study.

A retail cost of service study is the continuation of the jurisdictional
separation study but at the retail rate class level. The cost of service study
starts with the jurisdictional-adjusted rate base and NOI. To determine FPL’s
costs to serve each retail rate class, the various components of the
jurisdictional-adjusted rate base and NOI are functionalized, classified, and

allocated to the retail rate classes.
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Please explain the treatment of production plant in FPL’s cost of service

study.

FPL is proposing to utilize a 12 CP and 25% methodology for production
plant, rather than the 12 CP and 1/ 13™ method used in prior rate cases, to
better reflect cost causation. The 12 CP and 25% methodology classifies 75%
of costs on the basis of CP demand and 25% of costs on the basis of energy.
That portion classified to demand is allocated to the individual rate classes
based on their 12 CP contributions, adjusted for losses, while the portion
classified to energy is allocated based on their kWh sales, adjusted for losses.
Under the 12 CP and 25% methodology, all generating units are treated
consistently based on their function (i.e., production), their classification (75%
demand and 25% energy), and their allocation (contribution to the system
peak and kWh of energy).

Why is FPL proposing a 12 CP and 25% methodology for allocation of
production plant?

The proposed methodology provides a more appropriate classification and
allocation of production plant considering how power plants are planned and
operated at FPL in response to customer energy and demand needs. FPL has
installed a significant amount of base and intermediate load generation that
costs more to construct but is less costly to operate over time than peaking
generation. Investment in these generating units that improve system heat
rates and lower fuel costs drives the need to use a greater energy allocation

(e.g., 25%) for production plant. As discussed by FPL witness Kennedy, these
P
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investments have resulted in approximately $8 billion of fuel savings for

customers since 2001.

The Commission has previously recognized the need to reflect in the cost of
service study increasing levels of generation installed to reduce fuel costs and
has approved varying levels of production plant to be classified and allocated
based on energy. In Docket No. 820097-EU, the Commission required that
70% of the FPL St. Lucie Unit 2 plant, equivalent to the estimated fuel
savings, be classified and allocated based on energy. In Docket No. 850050-
EU, the Commission required the use of the Equivalent Peaker Cost method
that allocated all costs in excess of the cost of a peaking plant based on
energy, which resulted in approximately 75% of Tampa Electric Company’s
vproduction plant being allocated based on energy. Subsequently, the
Commission approved the use of 12 CP and 25% for all of Tampa Electric’s
production plant in Docket No. 080317-EIL

Would the adoption of the 12 CP and 25% methodology have
implications for other cost recovery mechanisms?

Yes. Production plant recovered in the cost recovery clauses should also be
allocated on the basis of 12 CP and 25%.

How does FPL’s cost of service methodology treat transmission costs?
With the exception of transmission pull-offs that are required to connect
transmission voltage customers to the grid, transmission costs have been

allocated on the basis of 12 CP. All transmission costs classified to demand

22



10

11

12

13

14

15

16

17

18

19

20

21

22

Q.

2927

are allocated to the individual rate classes based on their 12 CP contributions,
adjusted for losses. Costs associated with transmission pull-offs are classified
as customer-related and allocated to transmission voltage customers. This
approach reflects the treatment of transmission plant approved for Duke
Energy Florida, Tampa Electric Company, and Gulf Power in Docket Nos.
000824-EI, 080317-EI, and 010949-EI, respectively.

Has FPL also filed a cost of service study reflecting 12 CP and 1/13th
methodology?

Yes. As required by MFR E-1, FPL has filed a cost of service study utilizing
a 12 CP and 1/13™ methodology for production and transmission plant. This
methodology classifies 12/ 13™, or approximately 92%, of costs on the basis of
CP demand and 1/13", or approximately 8%, of costs on the basis of energy.
The portion classified to demand is allocated to the individual rate classes
based on their 12 CP contributions, adjusted for losses, while the portion
classified to energy is allocated based on their kWh sales, adjusted for losses.
Under the 12 CP and 1/13™ methodology, all generating units and all
transmission plant, with the exception of transmission pull-offs, are treated
consistently based on their function (i.e., production), their classification
(12/13" demand and 1/ 13™ energy), and their allocation (contribution to the
system peak and kWh of energy).

Have you prepared an exhibit that compares the results of the two

methodologies?

23



10

11

12

13

14

15

16

17

18

19

20

21

22

23

A.

2928

Yes. Exhibit RBD-6 provides a summary comparison of the class cost of
service results of the two methodologies and calculates the difference in class
revenue requirements for the rate classes.

How does FPL’s cost of service methodology treat distribution plant?
Unlike production and transmission plant, which serve all of FPL’s retail rate
classes, distribution plant is often specific to particular rate classes. Metering
costs, for example, are not relevant to unmetered lighting classes, such as SL-
1 and OL-1. Likewise, the cost of distribution is not incurred in providing
service to transmission level customers. Thus, the distribution function is
actually a mix of a number of distinct sub-functions, each with its own
allocation methodology. Substations and primary voltage lines are allocated
on the basis of the GNCP of customers served from the distribution system.
Secondary voltage lines are allocated on the basis of the GNCP of customers
served at secondary voltage levels. Transformers are allocated on the basis of

the NCP of customers served at secondary voltage levels.

The cost of metering equipment is classified as customer-related and is
allocated to rate classes based on the fully loaded cost of the meters in service
for each rate class. | Service drops and primary voltage pull-offs are also
classified as customer-related. Primary voltage customers are allocated the
cost of primary pull-offs, and secondary voltage customers are allocated the

cost of service drops.
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Lastly, costs specifically dedicated to lighting customers, including fixtures,

poles, and conductors, are directly assigned to those rate classes. FPL’s
methodology for treating distribution plant just described is consistent with
that approved in Docket Nos. 830465-EI, 080677-EI and 120015-EL

Is additional detail available outlining the methodology used in the
retail cost of service study?

Yes. MFR E-10 provides details of the methodologies used in the cost of
service study to allocate the various components of rate base and NOI.

Which MFRs outline the functionalization, classification, and allocation
of costs in the cost of service study?

MFRs E-4a and E-4b show the functionalization and classification of rate base
and expenses by FERC account. MFRs E-3a and E-3b show the allocation of

rate base and expenses by FERC account to the individual rate classes.

V. RETAIL COST OF SERVICE RESULTS

What results are produced in the cost of service study?

The cost of service study produces specific data for each rate class including
rate base, NOI, ROR, target revenue requirements, and unit costs for demand,
energy, and customer charges. Target revenue requirements and unit costs
serve as the initial basis in the rate design process.

How do the target revenue requirements compare among demand, energy

and customer classifications?
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Most costs recovered in base rates are fixed costs that do not vary with energy
use; therefore, the majority of revenue requirements are classified as either
demand or customer-related. As shown on MFR Eé6b, Attachment 1, $1,277
million out of $6,595 million, or 19%, are classified as energy-related. More
than 80% of costs recovered through base rates are fixed costs classified as
demand or customer-related, including directly aésigned fixed lighting costs.
How is the ROR by rate class determined?

ROR is calculated by dividing NOI by rate base. The retail jurisdictional
ROR represents the jurisdictional adjusted NOI divided by the jurisdictional
adjusted rate base. The ROR for each rate class is calculated once the various
components of jurisdictional adjusted rate base and jurisdictional adjusted
NOI are allocated to all rate classes. ROR on a total retail and on an
individual rate class level are reported in MFR E-1.

How are comparisons in ROR by rate class made?

A measure of how a rate class’s ROR compares to the total retail ROR can be
computed by dividing the class ROR by the retail ROR. The resulting figure
is referred to as the parity index. A rate class with a parity index of 100%
would be earning the same ROR as the retail average, and deemed to be
precisely at parity. A rate class with a parity index of less than 100%, or
below parity, would be earning an ROR that is less than the retail average
ROR, while the opposite would be true for a rate class with an index above

100%.
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What does FPL’s cost of service study show regarding the retail average
ROR and the parity indices by rate class?

At present rates, FPL’s cost of service shows a projected retail jurisdictional
ROR of 4.97% for the 2017 Test Year and 4.65% for the 2018 Subsequent
Year, which is the same earned ROR as that reported on Line No. 12 of MFR
A-1. The study shows that at present rates, certain rate classes, such as
GS(T)-1, are above parity, while other rate classes, such as GSLD(T)-1, and
GSLD(T)-2, are below parity. Exhibit RBD-4 lists the ROR and relative
parity index for each rate class along with the revenue requirement differential
to achieve full parity at present rates for the 2017 Test Year. MFR E-1
provides the details supporting these results.

Please explain the other results produced in the cost of service study.

As previously mentioned, a cost of service study also calculates revenue
requirements or target revenues by rate class. Revenue requirements consist
of a return on rate base plus income taxes and expenses. Thus, revenue
requirements represent the level of revenues required to earn a particular
ROR. Consistent with FPSC filing requirements, three sets of projected
revenue requirements by rate class have been developed. One set of revenue
requirements, shown in MFR E-6a, is based on each rate class’s projected
individual ROR. The second set of revenue requirements, also presented in
MFR E-6a, is based on FPL’s projected retail ROR applied uniformly to each
class. The third set of revenue requirements, shown in MFR E-6b, is based on

FPL’s requested retail ROR applied uniformly to each rate class. MFR E-6b
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provides the target revenue requirements by rate class and underlying unit
costs for each billing determinant (i.e., demand, energy, and customer) used
by FPL witness Cohen in the rate development process. Exhibit RBD-5
shows target revenue requirements for each rate class at proposed rates on an
equalized basis, that is, at the retail ROR or at parity. As can be seen on this
exhibit, the total revenue requirements deficiency shown in Column 4 equals
the amount shown on MFR A-1, line 16. The target revenue requirements

shown in Column 3 are reported on MFR E-1.

The unit costs shown in MFRs E-6a and E-6b are derived by dividing the
demand, energy, customer, and lighting-related revenue requirements by the
appropriate billing unit. Thus, the cost of service study provides the basis to
determine the demand, energy, and customer unit costs for each rate class. As
stated earlier, the rate classes’ target revenue requirements and underlying unit
costs at the requested retail ROR serve as the initial basis in the rate design

process, which FPL witness Cohen addresses.

The cost of service study in MFR E-1 also provides the impact of the
proposed revenue increase on the ROR and parity index for each rate class.
The proposed revenue increase by rate class used in this MFR is provided on
MER E-5, sponsored by FPL witness Cohen.

Should the Commission approve FPL’s cost of service study?
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Yes, the Commission should approve the jurisdictional separation study and
the cost of service study methodology presented in my testimony. The
methodologies used to allocate rate base, other operating revenues, and
expenses between the retail and wholesale jurisdictions and among the retail
rate classes were accurately applied and are consistent with those previously
approved by this Commission. The use of 12 CP and 25% for production
plant and 12 CP for transmission plant, adjusted for pull-offs, cost of service
methodologies should be approved because they better align costs and benefits
to the customer classes.

Does this conclude your direct testimony?

Yes.
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1 BY M5, CLARK
2 Q Ms. Deaton, do you have exhibits to your

3 testinony that were identified by you as RBD-1 t hrough

4 RBD- 67
5 A Yes.
6 Q Were these prepared under your direction,

7 supervi sion, and control ?

8 A Yes.

9 MR. WSEVMAN: Madam Chair, | would note that
10 these are pre-identified as Exhibits 143 through
11 148.

12 CHAI RVAN BROAN:  So not ed.
13 Staff?

14 M5. BROMLESS: Yes, ma'am
15 EXAM NATI ON

16 BY MS. BROMLESS:

17 Q Good afternoon, Ms. Deaton. Have you had an
18 opportunity to Il ook at what's been marked as

19  Exhibit 579?

20 A | have.

21 Q Okay. And have you reviewed the Exhibits that
22 are listed next to your nane?

23 A | have.

24 Q kay. And did you prepare these exhibits or

25 were they prepared under your supervision and control ?

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 A Yes.
2 Q And are these exhibits true and correct, to
3 the best of your know edge and belief?
4 A Yes.
5 Q If you were asked the sane interrogatory
6 responses today, would your answers be the sane?
7 A Yes.
8 Q Are any portions of your listed exhibits
9 confidential?
10 A Yes.
11 Q And with regard to Exhibit 479 [sic], did you
12 review t he work papers, your work papers that were
13 submtted in response to that exhibit?
14 A Yes.
15 M5. BROMNLESS: Thank you.
16 CHAI RVAN BROWN:  FPL.
17 CONTI NUED EXAM NATI ON
18 BY M5. CLARK:
19 Q Ms. Deaton, would you summarize -- provide a
20 sunmmary of your testinony.
21 A Yes, ma' am
22 Good afternoon, Madam Chairman and
23 Comm ssioners. Thank you for the opportunity to speak
24  to you today. As | said, I'mRenae Deaton. |'mthe
25 cost-service and | oad-research seni or manager.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 | amgoing to talk to you about four major
2 topics in ny testinony; the first being | oad research.
3 The second topic is a jurisdictional-separation study.
4 The third topic is the nechanics of the cost-of-service
5 study. And the fourth topic is the proposed change in
6 the percentage of production plant that is classified
7 and allocated on an energy basis.
8 Load research provides the basis for -- to
9 determne each rate class' contribution to system peaks,
10 which is used to allocate demand-rel ated costs. FPL's
11 | oad-research results neet the Conm ssion's requirenents
12 for precision and accuracy and can be relied upon for
13 allocating costs to the retail rate cl asses.
14 The separation study is the first step in the
15 cost-of-service study. The jurisdictional-separation
16 study separates costs between the whol esal e and the
17 retail jurisdictions.
18 Jurisdictional -separation factors are
19 calculated for each line itemof rate base, expenses,
20 and revenues. And the separation factors are primarily
21 calcul ated based on the rate -- the whol esal e and the
22 retail classes' contribution to the system peak denands
23 and energy sal es.
24 There are three basic steps in the cost-of-
25 service study. The first step is the functionalization
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 of cost by type; that is, whether it's production-
2 rel ated, transm ssion-related or custoner-rel ated.
3 And then the second is the classification of
4 costs between denand, energy, and custoner based on the
5 cost driver. And the third is the allocation of cost to
6 the rate classes based on their contribution to the
7 total systemon the cost driver.
8 Consistent with precedent set in previous
9 Conmmi ssi on orders and staff recomendations, FPL is
10 proposing to increase the percentage of production
11 plant, classified and all ocated on an energy basis, from
12 1/13th or about 8 percent, to 25 percent in order to
13 better align the allocation of generation capital costs
14 wth the associated fuel savings.
15 The all ocation of the renaining 75 percent of
16 production cost is not changing. It is still based on
17 the custoner's contribution to the nonthly coinci dent
18 peak demands or the 12CP. This allocation nethod is
19 referred to the 12CP and 25-percent nethod.
20 Thi s change in production plant allocation is
21 driven by increasing investnent in base and internedi ate
22 | oad generation with higher capital costs, but | ower
23 fuel costs and total costs than peaking generation. The
24 result is significant fuel savings and |lower bills
25 overall.
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1 The Conmm ssion has recogni zed the need to --
2 for a higher energy allocation in prior rate cases in
3 order to better align cost and fuel savings benefits and
4 previ ously approved the 12CP and 25-percent nethod for
5 Tanpa El ectric Conpany.
6 The Conmm ssi on shoul d approve the
7 jurisdictional -separation and cost-of-service studies
8 and nethods filed in ny testinony. The results are
9 accurately determned and fairly present each cl ass'
10 cost responsibility.
11 This concludes the summary of ny direct
12 testinony. 1'll be happy to answer any questions you
13 may have. Thank you.
14 M5. CLARK: Madam Chai rman, we tender the
15 W tness for cross exam nation.
16 CHAI RMAN BROWN:  Thank you. And wel cone and
17 good afternoon, Ms. Deaton.
18 THE WTNESS: Good afternoon.
19 CHAI RVAN BROWN: M. Rehw nkel .
20 MR, REHW NKEL: Madam Chai rman, we have no
21 questions at this tinme for this wtness.
22 CHAI RMVAN BROWN:  Ckay.
23 MR. REHW NKEL: Thank you.
24 CHAI RVAN BROAN:  FIPUG | know you have
25 questions, M. Myle.
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1 MR, MOYLE: A few.

2 EXAM NATI ON

3 BY MR MOYLE:

4 Q Ms. Deat on, good afternoon.

5 Good afternoon, M. Myle.

6 Q Good -- good to see you.

7 Let's tal k about the last point that you

8 brought up with the Comm ssion about your proposed

9 change in allocation fromwhat -- what's called the 12CP
10 and 1/13th to the 12CP and 25 percent. Ckay?

11 A Ckay.

12 Q FPL has been using the 12CP and 1/13th

13 approach since the 1980s, correct?

14 A That's correct. W' ve been using it since

15  1983.

16 Q And you said -- the note | took was -- is that
17 you're recommendi ng the change in part because of the
18 changes related to base and internedi ate | oad

19 i nvestnent. Did | get that right?

20 A | don't think that's quite right. | said

21 we're -- we're continuing to increase our investnent in
22 base and internedi ate | oad generation that is nore

23 capital intensive, but cheaper total costs than peaking
24 gener ati on.

25 Q Ckay. Wuld that, what you just descri bed,
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1 I nclude things like the Riviera conbined cycle unit?

2 A Yes, it woul d.

3 Q And the Cape Canaveral conbined cycle unit?

4 A Al l of our conbined cycle units.

5 Q The Fort Lauderdale -- you call that Port

6 Evergl ades; is that right? The conbined cyle unit at

7 Port Everglades -- that would be included in that

8 description --

9 A | said it includes all of our conbined cycle
10 units.

11 Q Ckay. At the tine you filed your last rate
12 case in 2000 -- the 2012 rate case, you had -- you knew
13 that Cape Canaveral was noving forward with repowering,
14 correct?

15 A Retiring?

16 Q Moving -- I'msorry -- repowering, the Cape
17 Canaveral -- the Cape Canaveral repowering project.

18 A | don't think they had a repowering.

19 Q What -- the Cape Canaveral project -- what do
20 you call it?

21 A We built a brand-new plant where an old plant
22 used to be. It's a nodernization, | believe.

23 Q kay. Cape Canaveral nodernization. That was
24 novi ng forward and had been approved before you filed
25 the 2012 rate case, correct?
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1 A Yes.

2 Q Sanme question with respect to Riviera.

3 A | believe so. |I'mnot --

4 Q Sanme question --

5 A -- famliar with all of the need-determ nation
6 dates.

7 Q Ckay. Sane question wth respect to Fort

8 Lauder dal e.

9 A Fort Lauderdal e?

10 Q Port Evergl ades.

11 A I"'m-- like | said, |I don't know the exact
12 dates of all the need determ nations, but |I knew that
13 those plants were going in service.

14 Q And you didn't propose a change in your | ast
15 rate case to this 12CP and 50 -- 25-percent approach,
16 did you?

17 A No, we did not. W |ooked at -- we have

18 | ooked back in every rate case since, | think, before
19 2000. And it wasn't until this rate case that we

20 determned that it
21  extensive anount of fuel
22 Kennedy t hat
23 tinme was right to have al

24  of the capital

25 Q

-- the tinme was ripe.

Is benefiting all

costs associated with those fuel

G ven the

savi ngs di scussed by Wtness

custoners, we felt the
custoners pay a | arger share

savi ngs.

You said -- you suggested in your sumary t hat

Premier Reporting
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1 TECO -- there was a Comm ssion order that approved a

2 different approach for -- for TECO right?

3 A That's correct.

4 Q Ckay. But -- but as we sit here today, TECO

5 uses a 12CP and 1/13th, correct?

6 A It's ny understandi ng that TECO agreed to a

7 12CP and 1/13th in their last settlenent --

8 Q Ckay. So, that would be --

9 A -- that they filed for a 12CP and 50 percent.
10 Q Ckay. So, the answer would be yes, that Tanpa
11 El ectric uses a 12CP and 1/13th, correct, as we sit here
12 today?

13 A Yes, that -- that's part of their settlenent.
14 Q So, why -- why does that nmake a difference if
15 It was part of a settlenent, in your m nd?

16 A Because they filed and supported a 12CP and

17 50- percent cost allocation.

18 Q Ckay. But ultimately, the Comm ssion | ooks at
19 what's in a settlenent and deci des whether they're

20 confortable with it or not, correct?

21 A No. | think that the Comm ssion determ nes

22  whether the overall settlenent is best for -- for all

23 custoners. | don't think they go line itemby |ine

24 Item depending on the settlenent.

25 In fact, the Conm ssion addresses -- and |
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1 tal k about that in ny rebuttal testinony about the

2 Comm ssion specifically saying that approving a 12CP and
3 1/13th for Duke and prior settlenents does not bind them
4 for TECO when they approve the 12CP and 25 percent for

5 TECO

6 Q You were involved in the part of the 2012

7 settlement, were you not?

8 A Yes, | was.
9 Q kay. And didn't the Comm ssion -- ny
10 recollectionis -- is that the Comm ssion had before it

11 a settlenent and then had a hearing. And during the
12 heari ng, they were unconfortable with a coupl e of
13 aspects and suggested that changes be nade. |Is that

14 consistent with your recollection?

15 A That was a long tine ago.

16 Q So -- so, you don't recall one way or the

17 ot her?

18 A | don't recall the specifics of the hearing,
19 no.

20 Q An issue relating to how nuch the revenue the
21 residential class would share -- you don't renenber

22 t hat ?

23 M5. CLARK: Asked and answer ed.

24 MR, MOYLE: Just trying to hone in and refresh
25 her nenory.
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1 M5. CLARK: She said she doesn't renenber.
2 CHAI RMVAN BROWN: M. Myl e, can you nove
3 al ong?
4 BY MR MOYLE:
5 Q What are transm ssion pull-offs?
6 A Transm ssion pull-offs are the transm ssion
7 facilities required to connect transm ssion-|evel
8 custoners who take service at the transm ssion level to
9 the transm ssion system
10 Q Ckay. And -- and are they -- they're
11 typically located, | guess, close -- obviously close to
12 transmission lines; is that right?
13 A Dependi ng on where the custoner is. | don't
14 know how |l ong the lines are, the pull-offs.
15 Q Ckay. Do you have a sense with respect to
16 | ocation of industrial custoners, vis-a-vis transm ssion
17 lines -- generally speaking, do they |locate closer to
18 transmssion lines so you don't have to install a whole
19 bunch of poles and things to -- to serve thenf
20 A No, I'"'mnot aware of that. W have very --
21 many industrial custonmers of various sizes in all of our
22 rate schedul es and all of our rate classes. There's
23 I ndustrial custoners that take service under the GS rate
24 schedul e.
25 So, to characterize it as being all industrial
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1 custoners take service close to the transm ssion
2 system-- | have no know edge of that.
3 Q Do you have any knowl edge, one way or the
4 ot her, whether many of them do?
5 A No, | do not.
6 Q Just don't have any know edge one way or the
7 other.
8 A No, | do not. M. Mranda would have been the
9 person to ask that question.
10 Q What are demand |line-|loss factors?
11 A Can you repeat that? And | didn't catch the
12 first part.
13 Q |"msorry. Denmand |line-loss factors.
14 A Those are |l oss factors that are applied to the
15 billing -- the CP demands and to adjust up to the
16 generation | evel.
17 Q Does that relate to transm ssion to energy
18 | osses that occur when you're noving electricity on
19 transm ssion |lines?
20 A We have energy | osses and denand-|oss factors.
21 You asked for demand-|oss factors, we cal cul ate demand-
22 | oss factors at the various -- at the transm ssion | evel
23 and at the primary distribution level, and at the
24 secondary distribution |evel.
25 Q Ckay. And if | understand your testinony -- |
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1 don't want to m ss an opportunity -- but the MDS, the
2 m ni mum di stri bution system-- you are addressing that
3 I n your rebuttal; is that right?

4 A Yes.

5 Q Ckay. Well, we'll have sonething to chat

6 about next week.

7 A | can't wait.

8 (Laughter.)

9 Q Thank you. | did want to ask -- it's getting
10 |late. Did | ask you the question about how many pages

11 were in the Exhibit 5797

12 A No.

13 Q Ckay. Let ne ask you that. You were asked by
14 staff to identify exhibits that you sponsored. And you

15 did. And | just amcurious as to whether the tota

16 nunber of the exhibits -- not to hold you to it, but --

17 was wthin the range of one to ten, ten to a hundred, or

18 over hundred?

19 A Total number of exhibits?
20 Q That you -- when staff asked you those
21 questions about -- about work papers and did you

22 authenticate these --
23 A Are you asking ne how many files were in our
24 responses?

25 Q " mjust asking how many pages are represented
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1 by what you just testified to that, yes, you sponsored
2 t hose.
3 A At least nore than this because this is the
4 part that | could print out of interrogatories
5 (indicating). The production of docunments -- | reviewed
6 them They are volum nous files that could not be
7 printed, | don't think, because we provided 87 -- 8,760
8 hours of |oad data for every custoner that we sanple in
9 our | oad-research sanpling plan.
10 And we have vol um nous anounts of back-up
11 files for all of our cost of service that | have no clue
12  what -- if we printed themout, what the nunber of pages
13 woul d be.
14 Q And | don't know that this neans nuch to ne,
15 but it nmeans sonething to sone people. Can you equate
16 how many of those files were in terns of, |ike,
17  gigabytes or -- gigabytes, the size of the data?
18 A Well, they fit on a CD. Wuld you like ne to
19 | ook at the CD --
20 Q No. No. No. | just am--
21 A -- and tell you what --
22 Q -- trying to --
23 Pl ease. Pl ease.
24 BY MR MOYLE:
25 Q No. Just for the record, the book that you
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1 said when you said "this," it's a book that's

2 approximately four -- four inches thick; is that right?
3 A Yeah, | -- | don't have a -- well, yeah, | do
4 have a ruler -- where is ny -- (indicating).

5 Q "' minpressed. You brought a ruler.

6 CHAI RMAN BROWN:  Let the record reflect that
7 there is a denonstration by Ms. Deaton with a

8 rul er.

9 (Laughter.)

10 THE WTNESS: About -- a little over 3 inches.
11 It's a three-inch binder, | guess.

12 CHAI RMAN BROWN:  Fair enough, M. Myl e?

13 MR, MOYLE: Yes. Fair enough. Thank you.

14 That -- that's all | have.

15 CHAI RMAN BROWN:  Thank you.

16 Al right. Hospitals, M. Wseman.

17 MR. W SEMAN:  Thank you, Madam Chair

18 EXAM NATI ON

19 BY MR W SEVAN

20 Q Good afternoon, Ms. Deaton. Nice to see you.
21 A Good afternoon.
22 Q Ms. Deaton, first of all, you' re a co-sponsor

23 of MFR E-1, correct?

24 A That's correct.
25 Q Could -- could you refer to that schedul e,
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1 pl ease?
2 A Wi ch attachnent ?
3 Q VWll, I"'mglad you said that. First, let ne
4 ask you a couple of prelimnary questions, and then
5 we'll get to the attachnents.
6 First of all, you've included in E-1 -- there
7 Is a -- there are data for the 2017 test year, and then
8 separate data for the 2018 test year, correct?
9 A That's correct.
10 Q kay. And al so, you have one data set that
11 relates to -- or that utilizes the 12CP and 25- percent
12 nmet hodol ogy and a -- a parallel data set that utilizes
13 the 12CP and a 13th net hodology; is that right?
14 A That's correct.
15 Q Ckay. What | would like to do -- first of
16 all, let's focus on the data sets for the 2017 test year
17 and -- well -- oh, one -- I"'msorry. One other
18 prelimnary question. You did not submt an E-1,
19 Schedul e E-1 for the Okeechobee Iimted scope
20 adj ustnent, correct?
21 A That's correct.
22 Q Ckay. So, with respect to MFR E-1, would you
23 agree that each -- you have data sets that the include
24 forecasts of the parity index and the rate of return for
25 each rate class, right?
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1 A Yes.
2 Q And just for -- so the record is clear, can
3 you describe what it neans when you have a parity index
4 rating of either -- above 1.0 or bel ow 1.07?
5 A Certainly. The parity index neasures the rate
6 classes -- rate of return as conpared to the system
7 average rate of return.
8 If the rate class is -- is earning nore than
9 the system average, that parity woul d be above one,
10 which nmeans that they are -- you know, they are earning
11  above where they should be. And if they are bel ow one,
12 then they -- the classes are bel ow where they shoul d be,
13 as di scussed by Wtness Cohen.
14 Q Ckay. And woul d you agree that your
15 calculated rate of return is going to differ, dependent
16 upon whet her you use the 12CP and 25-percent net hodol ogy
17  or the 12CP and 1/13th net hodol ogy?
18 A The total systemrate of return would not
19 change.
20 Q |"'msorry. Let nme make -- be nore clear.
21 Whuld you agree that the rate of return for each rate
22 class would differ, dependent upon whether you're doing
23 the calculations using the 12CP and 1/ 13th net hodol ogy
24 or the 12CP and 25-percent nethodol ogy?
25 A That's correct. Any tinme you change your
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1 allocation nethodol ogi es, whether it's the production
2 allocation or the transm ssion or the distribution,
3 you're going to affect how nuch rate base is all ocated
4 to each custoner class and, also, how nuch expenses is
5 allocated to each custoner class.
6 Therefore, the anmount of net operating incone
7 | eft over fromrevenue wll change. So, therefore, your
8 rate of return will change and your parity wll change.
9 Q kay. Geat.
10 Let's refer to Attachnent -- again, | want to
11 focus on the 2000 test -- 2017 test year. And | want to
12 refer to Attachnent No. 1 of 3 in MFR E-1. Ckay? And
13 it -- for ease, if you would, pull out the applicable
14 schedul es; one for the 12CP and 25-percent nethodol ogy,
15 and then the parallel one for the 12CP and the 13th
16 nmet hodol ogy.
17 A Attachnment 17?
18 Q Attachnent 1 --
19 A Yes.
20 Q -- of 3, correct.
21 A Yes. Ckay.
22 Q Al right. If we turnto -- I"'m-- I"min the
23 12 -- the one for the 12CP and 25-percent net hodol ogy.
24  And if you could, go to Page 2 of 4 in that attachnent,
25 pl ease. Do you have that?
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1 A Yes.
2 Q Ckay. So, let's look at the CILCLID rate cl ass

3 in Colum 3. Do you have that?

4 A Yes, this is at present rates.
5 Q "' msorry?
6 A This is the schedule for the parity |evel at

7  present rates.

8 Q Yes, correct -- yeah, thank you for that

9 clarification.

10 Wul d you agree that, using the 12CP and

11 25- percent net hodol ogy, you cal culate for the CILC1D

12 rate class a rate of return in the 2017 test year at

13 present rates of 3.68 percent?

14 A That's correct.

15 Q Ckay. And the parity index that you calcul ate
16 for the CILClID rate class in the 2017 test year at

17 present rates would be 0.739, correct?

18 A That's correct.

19 Q Ckay. Now, let's go to the 12CP -- the

20 Attachnent 1 of 3 for the 2017 test year at present

21 rates under the 12CP and 1/13th net hodol ogy. All right?
22 A Sanme page?

23 Q Sane page, Page 2 of 4. For the CILCLD rate
24  class, using the 12CP and 1/13th net hodol ogy at present

25 rates for 2017 test year, you determne a rate of return
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2 A That's what it says.

3 Q kay. And that the index, the parity index in
4 that instance is at .78 -- 0.783, correct?

5 A That's correct.

6 Q Ckay. So, in each instance, the rate of

7 return and the parity index for the CILCID rate class is

8 sonewhat higher using the 12CP and the 13th net hodol ogy,

9 as conpared to the 12CP and 25-percent nethodol ogy;
10 that right?

11 A That's right. As | said before, when you

12 change all ocati on net hodol ogi es, sone classes are going

13 to be allocated nore cost and sone classes are going to

14  Dbe allocated less. So, sone classes, the parity and
15 rate of return go down; sone cl asses, they go up.
16 Q Ckay. And would you agree that, froma
17 directional standpoint, the GSLDT1l, GSLDT2, and

18 GSLD3- -- LDT -- GSLDT3 rate schedules are simlarly
19 situated to the CILCLD rate schedul e, neaning that,

20 each of those rate classes, their rate of return and

21 their parity index are higher under the 12CP and 1/13th

22 nmet hodol ogy than they are under the 12CP and 25-percent

23 nmet hodol ogy?
24 A Yes. The larger rate classes, the nore

25 energy-intensive rate classes that have enjoyed the
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1 benefits of the fuel savings are seeing greater costs

2 being allocated to themto cover their fair share of the
3 costs of the generating plants that produced those

4 savi ngs.

5 Q Al right. Now, can you turn to Page 4 of 4
6 I n each of those schedul es that we've been talking

7 about ?

8 A Ckay.

9 Q All right. Do you see -- it's Colum 4 for
10 the residential rate class. Do you see that?

11 A Yes, | do.

12 Q Ckay. And | ooking at the cal cul ation using
13 the 12CP and 25-percent nethodol ogy for the 2017 test
14  year at present rates, the residential class shows a

15 rate of return of 5.3 percent and a parity index of

16 1. 065, correct?

17 A Yes. Wuld you like nme to read the parity

18 I ndexes for all the rate classes? | nean, the MFRs are

19 filed and --

20 Q No, | would just like to go over a couple of
21 these --

22 A Ckay.

23 Q -- if that would be all right with you.

24 So, the answer was -- could you verify those

25 were the nunbers?
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1 A That is what the schedul e says, yes.
2 Q Al right. And if you go to the parall el
3 schedul e using the 12CP and 1/ 13th net hodol ogy, would
4 you agree that, for the residential rate class at
5 present rates for the 2017 test year, the rate of return
6 Is 5.23 percent and the parity index is 1.051, correct?
7 A Yes. There is still over-parity under the
8 1/ 13t h net hod.
9 Q Ckay. So, but you would agree that, in this
10 I nstance, as opposed to the rate classes we've tal ked
11  about previously, the residential rate class is shown as
12 producing a lower rate of return and a |lower parity
13 I ndex nunber using the 12CP and 1/13th net hodol ogy as
14 conpared to the 12CP and 25-percent net hodol ogy,
15 correct?
16 A M. Wseman, | think |'ve answered this
17  nunerous tines; sone rate classes go up; sone rate
18 classes go down.
19 Q | -- 1'"d like a question -- can | get an
20 answer to the question | asked, Ms. Deaton?
21 CHAI RMAN BROWN:  Yes. Pl ease --
22 THE WTNESS:. Yes. And would you like to know
23 whi ch ot her cl asses have changed?
24 BY MR W SEMAN:
25 Q No, | think we can nove al ong. But the answer
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1 on ny question was yes, correct?

2 A Yes.

3 Q Al right. Now, would you agree that when you
4 perform class cost-of-service-allocation cal cul ati ons

5 using different nethodol ogi es, that the revenues that

6 are used are identical in each case?

7 A No.
8 Q Vell, let's take a look at -- let's go back to
9 Page 2 of -- let's go to Page -- give ne a second,

10 pl ease.

11 CHAI RMVAN BROWN:  Sure.

12 Q Al right. Look at Page 1 of 4 in Attachnent
13 No. 1 using the 12CP and 25-percent nethodol ogy. Do you

14 have that page?

15 A Yes.

16 Q kay. And if we look at the CILCID rate

17 class -- just let's use that as an exanple -- and let's
18 | ook at Line 15, sales of electricity.

19 A Yes, the sales-of-electricity revenue is not

20 changing. That's not what you asked. You said total

21 revenue. And other operating revenues will be allocated
22 differently for the different nethodol ogies.

23 Q Al right. Wll, let me ask -- thank you for
24 the clarification. Let nme ask it nore clearly, then.

25 First of all, the figure that's in Row 15 -- that's a
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1 dol lar figure, correct?

2 A That's thousands of dollars.

3 Q Fair enough. But it's dollars we're talking

4 about, right, as opposed to sone other unit of neasure?
5 A That's correct.

6 Q Ckay. And so, for the CILC1ID rate class, the
7 sales of electricity in this schedule for 2017, at

8 present rates, using the 12CP and 25-percent nethodol ogy

9 is $87, 801, 000, correct?

10 A Yes. |It's the sane for both nethodol ogi es
11 because, like | said, the sales -- revenue from sal es
12 doesn't change. |It's just the allocation of other

13 operating revenue.

14 Q Ckay. And the sales-of-electricity figures
15 wll be the sanme for every rate class across the board
16 under both of the -- under either of the nethodol ogies

17 we've been tal king about, right?

18 A Yes.

19 Q Ckay. So, would you agree that when you're
20 conparing results under different class cost-of-service-
21 al | ocati on net hodol ogi es, you're using a fixed revenue
22 amount in terns of sales of electricity, but you're

23 evaluating the results differently, neaning that your

24 allocating a different anobunt to cover costs and a

25 different anbunt to cover return?
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1 A | -- not sure -- no, because the allocation is
2 rate base and expenses. So, | amallocating rate base
3 differently. |I'mallocating the production plant rate

4 base based on 12CP and 25-percent energy. So,

5 25 percent of the production-plant rate base will be
6 classified and all ocated on an energy basis and the --
7 and each class' contribution to energy determ nes how

8 much of that rate base gets allocated to that cost.

9 And for the production expenses -- that really
10 doesn't change. |It's just rate base. So, when you

11 calculate the return, you -- you cal cul ate how nuch of
12 the net operating inconme is available to -- to, you

13  know, neet expenses and a return,

14 And when you cal cul ate your return, it's based
15 on the anount of rate base that's allocated. Wen |

16 allocate nore rate base to that class to cover a greater
17 portion of consideration of greater energy use, then

18 they will have a higher rate base. Their net operating
19 I ncone wll be the sane, essentially. And so,

20 therefore, their rate of return goes down and their

21 parity goes down. And when the -- and it's all -- you

22 know, other classes have |l ess rate base allocated to

23 t hem
24 So, this is just a calculation. It does
25 not -- you know, there is not anything sinister in
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1 this -- in this allocation. [It's just a cal cul ation.
2 Q Ms. Deaton, | absolutely was not intending to
3 suggest there was anything sinister about it. And I
4 think your explanation actually was consistent w th what
5 | asked you.
6 So, let -- so, let ne ask it soit's nore --
7 maybe | wasn't clear enough. W agree that we're
8 tal king about a set --
9 M5. CLARK: Madam Chairman, |'mgoing to
10 object. | think this is the third tine this
11 questi on has been answered in various ways.
12 MR. W SEMAN: The question hasn't been
13 answer ed yet.
14 M5. CLARK: She continues to answer the
15 guestion that the parities would change --
16 CHAI RMAN BROWN:  Hol d on a second.
17 M5. CLARK: -- based on the allocation --
18 CHAl RVAN BROMWN:. Staff --
19 M5. CLARK: -- nethodol ogy.
20 CHAI RMAN BROWN:  Thank you.
21 MR, W SEMAN: But that --
22 CHAI RMAN BROWN:  CGot it. Please, no further
23 clarification.
24 Staff?
25 M5. BROMLESS: | believe she's answered that
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1 the parity between the classes change dependi ng

2 upon the cost of service.

3 MR. W SEMAN: And Madam Chair, that wasn't the
4 question | asked. | don't want -- |'m not asking

5 about the parity.

6 CHAl RVAN BROMN:  Repeat the question.

7 MR. W SEMAN.  Yes.

8 BY MR W SEMAN:
9 Q My question was that you have -- we agree,

10 we're tal king about the sanme anount of dollars using

11 each -- each net hodol ogy, correct, for the --

12 A Not - -

13 Q -- for the --

14 A Not quite.

15 Q For the -- for the sales of electricity to the

16 applicable rate cl ass.

17 A Well, the calculation uses total sales -- |

18 mean, total revenue, not -- total operating revenue.

19 So, that can change slightly, but the revenue from sal es
20 doesn't change, but we do calculate the -- and net

21 operating inconme based on total revenues. So, it's

22 total revenues.

23 MR WSEMAN. Madam Chair, I'msorry. | have

24 to ask the question because |I'mgetting different

25 answers to the sane question that's been asked.
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1 THE WTNESS: No. No -- all right. 1'm
2 sorry.
3 BY MR W SEMAN:
4 Q The sale -- you agree that the sal es of
5 electricity reflected on Line 15 for each rate class are
6 I dentical whether we're tal ki ng about sal es -- whet her
7 "' mtal king about use of the 12CP and 1/ 13t h net hodol ogy
8 or the 12CP and 25-percent net hodol ogy, correct?
9 A That's correct.
10 Q Ckay.
11 A That revenue is added to other operating
12 revenues to calculate NO.
13 Q kay. | want to focus on the sal es-of-
14 electricity figure in Line 15. Ckay?
15 A Ckay.
16 Q Al right. And taking -- focusing on those
17 dol lars that don't change, as between the two
18 nmet hodol ogi es, you woul d agree that, dependent upon
19 whi ch net hodol ogy you are using, you're going to
20 allocate a different amount of those costs to a return
21 and a different anobunt -- to the recovery of costs; is
22 that correct?
23 M5. CLARK: Do you --
24 A No. No.
25 M5. CLARK: -- costs or revenues?
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10

11

CHAI RMVAN BROWN: M. Wsenman?

M5. CLARK: | think you've confused it in your
guesti on.
MR WSEMAN. | didn't confuse it. I'm

tal ki ng about costs and return. That's how --
that's what ratemaking is about is costs and
return. What on a class cost-of-service basis --
CHAI RMVAN BROWN:  Ckay.
MR, W SEMAN: \What are the costs and what's
the return.

CHAl RVAN BROMN:  Ckay. Proceed.

12 BY MR W SEVAN

13

14 set -
15 way.
16 t hat'
17

Q And ny question to you is: If you have a
- if you have a set -- let ne try it a different
Again, referring to the sales of electricity,
s a set anount in Line 15. It's not changi ng.

When you run -- when you use the different

18 nmet hodol ogi es, you agree that you're going to cone up

19 W th
20
21

22

a different return based upon whi ch net hodol ogy --

A Yes.
Q -- you use, correct?
A And that -- yes, that's because rate base is

23 changi ng.

24 Q Okay. But that -- doesn't that nean that what
25 I s happeni ng under the two different nethodologies is
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1 that you're determning a different anount goes to rate
2 base --
3 A Yes.
4 Q -- correct?
5 A If you will ook on Line 12 on that sanme page,
6 you can see the different rate-base anbunts that are
7 allocated under the two nethodol ogi es.
8 Q So, you're attributing a different anmount to
9 rate base under the two net hodol ogi es, correct?
10 A Yes.
11 Q Ckay. And that ends up resulting in a
12 different calculation of rate of return, correct?
13 A The calculation is the cal cul ation.
14 Q The result -- it ends up in a different
15 result.
16 A The result is different because rate base is
17 different --
18 Q Al right.
19 A -- and NO is different.
20 Q Al right. Let's nove on to a different
21  subject or slightly different --
22 CHAI RMAN BROMN: Pl ease.
23 Q The E-1 schedul es reflect forecasts for the
24 2017 and 2018 test years, right?
25 A The E-1 what?
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1 Q The EI schedul e -- MR Schedul es E-1, whet her
2 we're talking -- if -- those are forecasts of 2017 and

3 2018 results, correct?

4 A Those are forecasts of 2017 and 2018 rate base

5 and expenses and incone taxes, other things that are on

6 t here.

7 Q Dfferent forecasts, correct?

8 A They are forecasts.

9 Q Ckay. Wuld you agree on -- that, on a

10 hi storical basis, the rate of return for each custoner
11 class is a quantifiable nunber?

12 A Yes.

13 Q And woul d you agree that, on a historica

14 basis, to quantify the rate of return for each custoner
15 class, specifically each -- the rate of return each

16 custoner class returned to FPL, you determ ne the

17 revenues that FPL received fromthat rate class -- rate
18 class relative to the costs of presiding -- providing
19 service to that rate cl ass.

20 A Rel ative to the rate base and expenses,

21 allocated to that class, yes.

22 Q Now, isn't it true that FPL has not conducted
23 a study to determne the actual costs that FPL incurred
24 to provide service to custoners in each of its rates

25 classes in cal endar year 20157
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1 A FPL has not conpleted that cost-of-service
2 study for 2015. As | explained in discovery, that we
3 post poned doing the actual cost of service that we do
4 every year because we're in a rate case. And those
5 peopl e working on the rate case are the ones who do that
6 actual cost-service study.
7 MR. WSEMAN: So, the -- Ms. Deaton -- Madam
8 Chair, if I could please get a direction from you.
9 [''m happy for Ms. Deaton to explain her answers,
10 but if she can answer with a yes or a no first
11 prior to giving an explanation --
12 CHAI RMVAN BROWN:  Absol ut el y.
13 And Ms. Deaton, you've testified before and
14 you know that is our policy.
15 THE W TNESS:  Yes.
16 CHAI RVAN BROMWN:  So, if at all possible,
17 pl ease provide a yes, no, | don't know, and a
18 succinct clarification to that answer.
19 THE WTNESS: Yes. And | thought is a said
20 yes at the beginning of my answer. If -- 1'Il get
21 closer to the mc.
22 BY MR W SEMAN:
23 Q So, the answer is yes, you have not -- FPL
24 has not conducted the study |'ve inquired about,
25 correct?
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1 A Yes, as | explained in response to discovery
2 and in deposition, that we haven't finished that yet.
3 Q Ckay. And isn't it true that FPL hasn't --
4 has not conducted a study to determ ne the rate of
5 return that each rate class actually provided to FPL in
6 cal endar year 2015?
7 A The sane response.
8 Q s that a yes? An answer?
9 A Yes.
10 Q An affirmative answer?
11 A That's what ny prior response was, Yyes.
12 Q Ckay. Wuld you agree that, in at |east the
13 | ast five years, if not |longer, FPL hasn't conducted any
14 study to attenpt to determne the costs that FPL incurs
15 to provide services to each of its rate classes under a
16 nmet hodol ogy ot her than the 12CP and 1/ 13t h net hodol ogy
17 or the 12CP and 25-percent nethodol ogy?
18 A That's correct. W didn't conduct any other
19 allocation studies inthis -- prior to this rate case
20 |ike we had in prior rate cases. So, it's been nore
21 than five years since we've done that.
22 Q All right. Can you refer to Page 21 of your
23 testinony, Lines 16 to 23, please.
24 CHAI RVAN BROWN:  Are you there?
25 THE W TNESS:  Yes.
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1 BY MR W SEMAN:

2 Q Al right. Wuld you agree that, in that

3 di scussi on, you have an expl anation of various reasons

4 that you suggest that FPL's proposing the change to a

5 12CP and 25-percent nethodology in this case?

6 A Yes.

7 Q Al right. What | want to do is | want to go
8 over the reasons individually and just identify them

9 and then we'll talk about themin a little nore detail
10 Al right?

11 A Ckay.

12 Q So, first, you say that the nmethodology is

13 essentially consistent with how power plants are planned
14 and operated, correct?

15 A (Exam ni ng docunent.) In response -- sorry --
16 how power plants are planned and operated in response to
17 custoner energy and demand needs.

18 Q Ckay. And then the next explanation is that
19 you say, FPL has installed a significant anount of base
20 and i nternedi ate-1oad generation that costs nore to

21 construct, but costs less to operate, correct?

22 A That is correct.
23 Q And then the third reason you give -- and |
24 think this is the last one -- is that you say that the

25 new units have | ower heat rates and have produced fuel
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1 savi ngs that FPL Wtness Kennedy discusses; is that

2 right?

3 A That's correct.

4 Q All right. Now, let's talk about your first
5 reason, tal king about power plant -- power plant

6 pl anni ng and operations. You would agree that you're
7 not enployed in FPL's resource planni ng departnent,

8 correct?

9 A That's correct. Contrary to popul ar belief,
10 I|"'mnot in the resource planning.
11 Q Now, as part of your job responsibilities, you

12 don't play a role, then, in the conpany's determ nation
13 of when to add generation capacity to its system right?
14 A That's correct.

15 Q And as part of your job responsibilities, you
16 don't include playing a role in the conpany's

17 determ nation of what kind of generation should be added
18 to the system right?

19 A That's correct.

20 Q So, in ternms of speaking know edgeabl y about
21 the reasons that FPL has added generation capacity to

22 Its system you would agree that there are FPL enpl oyees
23 who are nore know edgeabl e about that subject than you
24 are, correct?

25 A Yes.
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1 MR, W SEMAN. Ckay. We previously -- if |
2 coul d have the wtness | ook at Exhibit 631, which
3 was previously admtted into evidence. And | have
4 an extra copy.
5 CHAI RMVAN BROWN:  That woul d be great, yeah.
6 Counsel, is it okay if -- if M. Wsenman
7 provi des her a copy or would you |like to do that?
8 And just so that | can |let you know,
9 Ms. Deaton, what it is, it is the direct testinony
10 of Steve Simin the FPL need determ nation,
11 Okeechobee.
12 THE W TNESS: Ckay.
13 CHAI RMAN BROWN:  And it was directed to
14 Wtness Mirley by the Hospitals.
15 You have a copy in front of you?
16 THE WTNESS: | do. Thank you.
17 CHAl RVAN BROMN: Pl ease proceed, M. W senan.
18 BY MR W SEMAN:
19 Q Ckay. Ms. Deaton, could you refer to Page 2
20 of this petition. And to be clear, what you have in
21  front of you is the petition that FPL filed in the need
22 determnation for the Okeechobee C ean Energy Center,
23 Unit One; is that correct?
24 A Yes.
25 Q Ckay. And so, if you could turn, please, to
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[

Page 2 of the petition. As you see, there is a Ronan

2 Numeral 1 and then Paragraph 1.

3 A |'"'msorry. Page 2 of the attachnent or --

4 Q O the petition, itself.

5 A Oh. kay.

6 Q And you see on that page Paragraph Arabic 17
7 A Yes.

8 Q Ckay. Do you see in Lines -- oh, it's

9 roughly, | guess, four to five. The petition says that

10 a cumul ative increase in customer accounts from 2014 to

11 2024 is expected to reach about 675,000. Do you see

12 t hat ?
13 A Yes.
14 Q Ckay. And then in the next sentence, it says:

15 FPL is projecting an annual increase of 1.6 percent in
16 the sumer peak demand between 2015 and 2024, correct?
17 A Yes.

18 Q And then, if you go to the |l ast sentence in
19 t hat sane paragraph, it says: By 2019, the sunmer peak
20 I's projected to reach 25,045 negawatts, a cunul ative

21 I ncrease of 2,110 negawatts relative to the actual 2014

22 summer peak, correct?

23 A Correct.

24 Q All right. Now, let's talk -- turn to the

25 attachnment -- | think it starts after Page 17 --
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1 actually, excuse ne. |I'msorry. Before we get there,
2 I f you could, refer to Page 3 of the petition, and

3 specifically to Paragraph 3. Do you see that?

4 A Yes.

5 Q And then it says in there, the first sentence:
6 FPL's request for an affirmative determ nation of need
7 for OCEC Unit One is the cul mnation of extensive

8 I nvestigation and anal yses designed to identify the

9 best, nost cost-effective alternative avail able to neet
10 FPL's forecasted resource need for new generating

11 capacity beginning in 2019, correct?

12 A Yes, we chose the | east-cost option to neet

13 the summer peak --

14 CHAl RMAN BROWN: M. -- M. Wseman, | know

15 what -- | know you're trying to |ay sone foundation
16 guestions, but I want to know how that's

17 appropriate to this witness' prefiled testinony.

18 MR. W SEMAN. Absolutely. And she testifies
19 that the reason they are proposing the change in

20 net hodol ogy is -- one of the reasons -- the first
21 reason she gives is because that's how FPL pl ans

22 and operates the systemand --

23 THE WTNESS:. That's not what ny testinony

24 says.

25 MR. W SEMAN: The testinony --
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CHAl RVAN BROAWN: M. Wsenman, can you direct
me to the --

MR, WSEMAN:  Yes, | will --

CHAI RMAN BROWN:  Thank you.

MR WSEMAN. | will do that.

If you go to Ms. Deaton's testinony at
Page 21 --

CHAl RVAN BROMN:  Yes.

MR WSEMAN. -- Line 16, the proposed
net hodol ogy provi des a nore appropriate
classification and allocation of production plant
consi dering how power plants are planned and
operated at FPL in response to custoner energy and
demand needs.

CHAI RMVAN BROAWN:  Ckay.

MR W SEMAN. And so, she's talking about how
the power plants are planned and operated. And
this docunent is directly relevant to how FPL pl ans
its system

CHAI RMVAN BROWN: Wl |, that's true, but what
Is the question you' re asking her?

MR WSEMAN: | just wanted to see if the -- |
think | asked her to verify a sentence in the
petition.

CHAl RVAN BROMWN:  Ckay. Move al ong, pl ease.
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1 MR, W SEMAN: Okay. Al right.
2 BY MR W SEMAN:
3 Q Wll, 1"l shortcut this. First of all, there
4 Is an attachnment to this which is the prepared testinony
5 of Dr. Steven Sim correct?
6 A | don't know.
7 Q Take a | ook at page -- after Page 17 of the
8 petition. | think you'll see it.
9 A (Exam ni ng docunent.) It says direct
10 testinony of Dr. Steven R Sim
11 Q kay. And Dr. Steven R Simreports to
12 Dr. Morley, correct?
13 A That's correct.
14 Q And did you review this petition before you
15 filed your testinony in this case?
16 A No.
17 Q Al right.
18 CHAI RVAN BROAWN: M. Wsenman, | just want to
19 get a gauge of the anmount of questions that you
20 have | eft, based on the tine.
21 MR WSEMAN. | --
22 CHAI RVAN BROMWN: | know this is an inportant
23 I ssue to you.
24 MR WSEMAN. This is -- | have quite a bit
25 left. We're not going to -- if you want to take a
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1 break at this point, |I nean, that woul d be okay.

2 It's -- it's not a terrible breaking point. |

3 could -- actually, if you could give --

4 CHAl RVAN BROMWN: How many m nutes do you need?
5 MR W SEMAN. You know what, if you could

6 actually give ne a sentence -- I'msorry -- a

7 mnute or two -- or a sentence or two -- let ne

8 testify.

9 (Laughter.)

10 If we could go for maybe -- | think it wll

11 take five mnutes -- | could wap up this area.

12 CHAI RMAN BROWN:  And that -- five nore

13 m nutes. Okay.

14 MR W SEMAN. Yeah, wap up this area. And

15 then I will have nore after that, but we could wap
16 up this one -- one part.

17 CHAI RMVAN BROWN:  Ckay.

18 MR, WSEVMAN.  All right.

19 BY MR W SEMAN:

20 Q The second reason -- we can dispense with the
21 Ckeechobee applicati on.

22 The second reason that you gave in your

23 testinony about the proposal, the reasons for the

24 proposal to change the all ocation nmethodology is you say

25 that FPL has installed a significant anount of base and
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1 I ntermedi at e-1 oad generation that costs nore to

2 construct, but costs |less to operate.

3 FPL hasn't conducted a study to eval uate which
4 rate cl asses have caused it to add generating capacity
5 toits system has it?

6 A Al'l rates classes have caused us to add

7 generating capacity because we have to neet the system

8 peak denand.

9 Q That's not the question | asked. The question
10 | asked is: Isn't it true that FPL has not caused the
11 study to evaluate the extent to which rate class -- each
12 I ndi vidual rate class has caused it to add generating

13 capacity to its system

14 A vell --

15 Q Isn't that true?

16 A No, | disagree because our cost-of-service
17 study shows that -- and MFR E-10 shows each rate cl ass'

18 contribution to the system peaks.

19 CHAl RMAN BROWN: M. Wsenman, would you |ike

20 staff to help you out?

21 MR. W SEMAN:  Yes, actually, if -- M. Deaton,

22 do you have your deposition there?

23 THE W TNESS: Yes.

24 MR, W SEMAN:  Ckay.

25 This is not an exhibit.
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1 CHAl RVAN BROMN: Ckay. Ms. Deaton, you've got
2 a copy of your deposition?

3 THE W TNESS: Yes, | do.

4 CHAl RVAN BROMWN: Ckay. FPL, you have a copy?
5 MR, BUTLER: (Noddi ng head affirmatively.)

6 CHAI RMVAN BROMWN:  Al'l right.

7 THE WTNESS: Do you have the corrections?

8 MR WSEMAN: | don't have the corrections. |
9 don't know if there was a correction. Actually --
10 well, let's read the question. W can get into a
11 debate with any corrections to this, but naybe we
12 can avoid that.

13 CHAl RVAN BROMN:  Yes.

14 BY MR W SEMAN:

15 Q Ms. Deaton, do you recall that | asked you a
16 question: D d FPL conduct a study to evaluate which
17 rates classes have caused it to add generating capacity
18 toits systen? Did | ask you that question? Do you
19 recal | ?

20 A | -- sorry. | don't recall.

21 Q kay. Wiy don't you | ook at Page 20 of the
22 deposition. Tell nme when you're ready.

23 A Ckay.

24 Q And | -- on Line 12, | asked you a question:

25 Did FPL conduct the study to evaluate which rate cl asses
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1 have caused it to add generating capacity to its system
2 Can you read out |oud your answer on Page 157
3 A Yes, the -- | said -- no. Further down, | did
4 say that our cost-of-service study is our cost study.
5 So, | think -- I think | was a little confused about
6 your question, since the system causes us to add
7 generation and not individual rate classes by
8 thenselves, so --
9 Q The answer you gave ne on Line 15 of the
10 deposition was just "no." No explanation, correct?
11 A That's correct. | didn't offer an explanation
12 at that tine. | offered it later.
13 Q All right. The third reason you give, that we
14  tal ked about, was |ower -- the new units have produced
15 | ower heat rates and produced fuel savings, right?
16 A Yes.
17 Q Ckay. And just -- those are cal cul ations that
18 were not done by you, correct?
19 A No. | was relying on Wtness Kennedy.
20 MR WSEMAN. All right. Thank you.
21 | do have -- if we want to take a break at
22 this tinme, this would be a good place to break.
23 COW SSI ONER EDGAR: Ms. Deaton, do you need a
24 drink -- a drink -- | need water. Do you need a
25 break?
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1 THE W TNESS: |' m okay.
2 COW SSI ONER EDGAR:  You' re good?
3 Conmmi ssi oners?
4 COMW SSI ONER GRAHAM W' re good.
5 COW SSI ONER EDGAR:  We' re good.
6 MR WSEMAN. Oh, I'msorry. | thought --
7 COMM SSI ONER EDGAR: No. That's okay.
8 MR, W SEMAN: -- Madam Chair wanted a break.
9 COMW SSI ONER EDGAR:  That's okay. That's all
10 right. W're going to -- we're going to roll.
11 MR W SEMAN. Ckay.
12 BY MR W SEMVAN
13 Q Ms. Deaton, if you could get MFR E-17, pl ease.
14 Now -- do you have it, E-17?
15 A Yes.
16 Q Now, that's an MFR that you sponsored,
17 correct?
18 A Yes.
19 Q And it has | oad-factor data for each rate
20 class, right?
21 A That's correct.
22 Q And you woul d agree that the | oad-factor data
23 are based on the historical 2014 year, correct?
24 A All of this data on this -- yes, all of the
25 data on this MFR is 2014 historical data.
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1 Q So, this is -- these are actuals as opposed to

2 a projection or estinmate, correct?

3 A " msorry. Yes.
4 Q kay. Let's refer to Page 1 in the MFR, which
5 Is for the CILC1 -- excuse ne -- 1D rate class. Wuld

6 you agree that the categories of information that are
7 contai ned on this page are the sane categories of

8 I nformation that are contained in the additional pages
9 of the schedule that are applicable to other rate

10 schedul es?

11 A Yes.

12 Q All right. Now, on the left side of the page,
13 you see it says "annual coincident peak." Do you see
14 t hat ?

15 A Under Col umm 17?

16 Q Under -- it's actually -- it's on Line 17.

17 A Yes.

18 Q Wul d you agree that the annual coincident

19 peak is the rate class' highest peak at the tinme of the
20 system peak?

21 A It -- yes, for -- it's the highest peak this
22 class had during the year that occurred at the tine of

23 the system peak.

24 Q Ckay. And then the next |ine down, 12-nonth
25 coi nci dent peak average -- you would agree that that is
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1 the average of the 12 nonthly coincident peaks for this
2 rate class that are reflected in Lines 2 through 13,

3 correct?

4 A Yes, for Colum 3.

5 Q Yes. And then, under that, it says "cl ass

6 peak." And that's the highest peak for the class for

7 the year, regardl ess of when the system peaks as a

8 whol e, right?

9 A That's correct.
10 Q And then the | ast one, customer naxinmm
11 demand -- that's the sum of the individual custoner's

12 demands and, therefore, the class' maxi mum denand,
13 ri ght?
14 A It's not -- I"msorry. It's the sum of each

15 custonmer in the class' nmaxi num demand.

16 Q Yes. Ckay.

17 Now, let's go over to the right side. And so,
18 annual kilowatt hours -- do you see that on Line 17?

19 A Yes.

20 Q So, for the CILCD1 rate class, that would

21 reflect that its actual kilowatt-hour usage was
22 2,754,000 -- I"'msorry -- 2,000, 754, 000 kil owatt hours

23  approximately, right?

24 A Yes.
25 Q And we can see its 12CP | oad factor was
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1 91.58 percent, right?

2 A Yes.

3 Q And the GNCP | oad factor was 81.15 percent,

4 correct?

5 A Yes.

6 Q And last -- the NCP | oad factor was

7 67.79 percent, right?

8 A Yes.

9 Q Ckay. Wuld you agree that those are high-

10 | oad factors?

11 A General ly, when I think of high-load factors,
12 | think of the NCP |load factor. And it's -- it's on

13 the -- | wouldn't call it high. It's -- | would cal

14 seven -- sonet hing above 70 percent a high |oad factor
15 on the NCP | oad factor.

16 Q And so, you don't think the 67.79 percent | oad
17 factor is a high |oad factor?

18 A No, like | said, a 70 percent to 80 percent is
19 a pretty high load factor.

20 Q Ckay. Well, let's conpare this to sone of the
21  other rate schedul es, then.

22 A Well, it's going to be higher than sone

23 others. It's just not -- it's not what | woul d consi der
24 hi gh, no.

25 Q kay. Well, let's goto -- let -- you know,
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1 we'll cut this short because I think we can do that.

2 Let's go to Page -- whatever the |oad factors are in

3 this rate schedule, they -- they are accurate. You

4 would agree that they set forth the --

5 A Yes.

6 Q -- accurate load factors, right?

7 A Yes.

8 Q Ckay. Let's go to page -- let ne nake sure

9 this is right -- go to Page 13, please. These have the
10 | oad factors for the residential class, correct?

11 A That's correct.

12 Q And focusing on the | oad factor that you said
13 you | ooked at, the NCP | oad factor, that's

14 19. 92 percent, correct?

15 A That's correct.

16 Q You woul d agree that's a lot | ower than the
17 NCP | oad factor for the CILCLD rate class, right?

18 A Yes, it is.

19 Q Ckay. Would you agree that, whether a

20 custoner class takes service at a 20-percent | oad

21 factor, a 40-percent |oad factor, 60-percent,

22 80-percent, that rates should be designed so that the
23 rate class pays for the costs of the capacity that FP&L
24 installs to provide service to that rate class?

25 A Yes, and FPL provides service to neet the
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1 custoner's energy needs as well as their peak demand
2 needs.
3 Q Ckay. And woul d you agree that the
4 devel opnent of rates should be transparent, neaning that
5 both the Commi ssion and ratepayers should have all the
6 data, the fornulas, the nethodol ogi es avail able to them
7 to be able to confirmthat FPL's proposed rates have
8 been properly determ ned?
9 A Well, first of all, I"'mnot --
10 Q Could I --
11 A -- the rate w tness.
12 MR WSEMAN. If | could have a yes or no,
13 pl ease.
14 CHAI RMVAN BROWN:  Absol ut el y.
15 Ms. Deaton --
16 THE WTNESS: | -- well, I"'mnot the rate
17 Wi t ness.
18 CHAl RMAN BROWN: | don't know, then --
19 THE WTNESS: Well, | -- can you repeat the
20 question?
21 BY MR W SEMAN:
22 Q Yes. Wbuld you agree that the devel opnent of
23 rates shoul d be transparent, neaning that both the
24 Comm ssi on and ratepayers should have all data,
25 formulas, and net hodol ogies avail to them-- avail able
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1 to themto be able to confirmthat FPL's proposed rates

2 have been properly determ ned?

3 A Yes. And we have provided that.

4 Q Ckay. You're famliar with an entity naned

5 Utilities International, Inc., right?

6 A Yes.

7 Q And for shorthand, can we refer to that as U ?
8 A Yes.

9 Q And Ul provides a software platformthat's

10 used by FPL, correct?

11 A Yes.

12 Q And woul d you agree that MFRs E-1 t hrough E-4,
13 E-6, E-9 through E-11, E-16, E-17, and E-19 were

14  formul ated based, at least in part, on the use of

15 U's -- U's software progranf?
16 A That's correct.
17 Q Ckay. Now, U software programwas al so used

18 in the preparation of other MFRs in this case. |If you

19 know, is that correct?

20 A Yes.
21 Q Ckay. You would agree that intervenors in
22 this rate case asked to provide -- be provided U's

23 software program right?

24 A No.
25 Q You're not aware of that?
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1 A No.
2 Q Do you still have your deposition in front of
3 you?
4 A Yes.
5 Q All right. Wll, let ne ask the question
6 anot her way. Wuld you agree that U's software program
7 has not been provided to intervenors in this case?
8 A The --
9 Q Yes or no, and then you can expl ai n.
10 A Il --
11 Q You have - -
12 A -- don't knowif -- | know that the cost-of-
13 servi ce nodel was not provided. That's what |I'm
14 responsible for. | don't knowif other parts of the
15 conpany that use U provided that or not.
16 | do know what we responded to in FIPUG s
17  first request for PODs, No. 9, that asked for a live
18 working copy of FPL's class cost-of-service study for
19 2017 and 2018. And we said that FPL's |ive working copy
20 of the cost-of-service study is contained in a
21 proprietary software platformlicensed by Uilities
22 International, Inc. The |icense does not authorize FPL
23 to provide a copy of the software platformto non-
24 | i censees.
25 FPL has provided a cost-of-service roadmap
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1 which shows the inputs and cal cul ati ons of the various
2 all ocation factors and the rate base and NO by rate
3 class and billing determ nate.
4 Q So, you didn't provide a live copy of the
5 software program right?
6 A Yes.
7 Q Ckay. And you don't know whet her FPL's
8 attorneys or nanagenent, at any |evel, ever asked U for
9 authorization to provide it to intervenors, do you?
10 A | -- 1 did not receive a discovery request to
11 that --
12 Q That wasn't mnmy question. Do you know whet her
13 FPL's attorneys or FPL nanagenent, any person at FPL
14 asked for authorization fromU to produce its software,
15 a live version of its software programto intervenors?
16 A | don't know.
17 MR. W SEMAN:  Thank you.
18 That's all | have. Thank you.
19 CHAl RVAN BROMWN:  Thank you, M. W senan.
20 MR. W SEMAN: Thank you, Ms. Deaton.
21 CHAI RMAN BROWN:  Retail Federati on.
22 MR. LAVIA: No questions. Thank you.
23 CHAI RMVAN BROWN:  Thank you.
24 FEA?
25 MR JERNIGAN: It's great going after these
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1 two. | don't --
2 CHAI RMVAN BROWN:  Isn't it?
3 MR. JERNI GAN: Yeah, nobst of ny questions have
4 been asked. [I'Il defer to rebuttal. Maybe that
5 wi |l be short, too.
6 CHAI RMAN BROWN:  Thank you.
7 Sierra C ub.
8 M5. CSANK: No questions, Madam Chair.
9 CHAI RMAN BROWN:  Thank you.
10 Lar sons.
11 MR, SKOP: No questions, Madam Chair.
12 Staff -- no staff.
13 M5. HELTON: Madam Chairman, it's ny
14 under standi ng that we don't have questi ons.
15 CHAI RMVAN BROAWN:  Ckay.
16 M5. HELTON: But Ms. Suzanne -- M. Brownl ess
17 woul d know for sure.
18 CHAI RMAN BROWN:  Sorry for making you run.
19 (Laughter.)
20 M5. BROMNLESS: No, ma'am Thank you very
21 much. No questi ons.
22 CHAI RMAN BROWN: It doesn't | ook Iike ny
23 fell ow Comm ssi oners have any questions either.
24 So, redirect.
25 M5. CLARK: | just have a few redirect.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



2988

1 REDI RECT EXAM NATI ON
2 BY M5. CLARK:
3 Q Maybe a sinple one. First, you were asked a
4 question by M. Myle regarding the information that was
5 In the staff's request. And you nentioned there was a
6 | ot of data in there. And | understand that was data
7 provided in response to discovery requests, correct?
8 A That's right.
9 Q You nentioned |oad data. What is | oad data
10 and how big is load data in terns of papers?
11 A Ilt's a -- well, | don't think you woul d want
12 to print it out. It's volumnous. |It's -- for our
13 | oad-research sanples and -- for exanple, for
14 residential custonmers, we have about 800 sanples that we
15 do load research that we collect hourly data on. And we
16 provi ded 8,760 hours of data for each of those 800
17 custoners for residential rate class.
18 And the sane for the general -service rate
19 cl ass, the general service demand, |arge demand one,
20 two, and three, CILCs. W -- and for the |larger
21 classes, the interval data is -- is not hourly. It's
22 every 15 mnutes. So, we've provided four tines as much
23 data for each custoner that's sanpled in those cl asses.
24 And for the CILCLIT class and the GSLDT3
25 cl asses, those are a hundred percent netered. So, all
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



2989

1 of the custoner classes, 15-m nute data was provided.
2 Q Let ne ask you a follow up question regarding
3 the answer you gave on Page 20 of your deposition.
4 MR MOYLE: Was this sonething that took place
5 during the cross, Page 20, that had a reference --
6 CHAl RVAN BROMN:  Yes. \Were were you? You
7 got to step out, didn't you?
8 MR, MOYLE: | thought we had a break com ng.
9 (Laughter.)
10 BY M5. CLARK:
11 Q Ms. Deaton, after you said no, M. Wsenan,
12 who was questioning you at the tine, appeared to clarify
13 his question. Wuld you read your answer on Lines 21
14 and 22?
15 A Yes: No, our cost-of-service study under 12CP
16 and 25 percent is the cost study.
17 Q Does t he NARUC nmanual address the
18 appropri ateness of allocating some of the production
19 pl ant based on energy?
20 A It does.
21 Q And it does indicate that it is appropriate
22 to --
23 MR, WSEMAN:. (Objection. | didn't ask
24 anyt hi ng about the NARUC manual .
25 M5. CLARK: But you asked about the allocation
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1 of the production plan.

2 MR WSEMAN: | didn't ask anything -- |'m
3 sorry.

4 CHAIl RVAN BROAN:  Ms. O ark?

5 M5. CLARK: Yes, the 12CP and 25-percent

6 nmet hodol ogy is the nethod for allocating production
7 plant. The 25 percent refers to allocating it on
8 the basis of energy. That is the basis for ny

9 guestion on the NARUC manual .

10 CHAI RMAN BROWN:  Al'l right. Objection

11 overrul ed.

12 | would --

13 BY M5. CLARK:

14 Q Do you know if the rationale that you have put
15 forth for the use of the 12CP and 25 percent was

16 consistent or is consistent with the rationale used by
17  this Comm ssion in prior orders approving that

18 allocation nethodol ogy?

19 A Yes, it was in the TECO order.

20 Q | guess ny final question is: M. Wsenman

21 asked you nunerous questions regarding the MFRs. And he
22 poi nted out a good deal of data. Does any of that data
23 change your m nd about FPL's proposal regarding the 12CP
24  and 25 percent?

25 A No.
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1 M5. CLARK: That's all | have. Thank you.

2 CHAI RMAN BROWN:  All right. Exhibits. W

3 have just the prefiled exhibits, which are

4 identified as 143 through 148.

5 M5. CLARK: And FPL would nove theminto the

6 record.

7 CHAl RVAN BROMN:  Are there any objections?

8 Seei ng none, we're going to go ahead and nove those
9 into the record.

10 (Wher eupon, Exhibit Nos. 143 through 148 were

11 admtted into the record.)

12 CHAI RMVAN BROWN:  And now is the tine for

13 Ms. Deaton to be excused. Wuld you like that?

14 M5. CLARK: Yes. And |I'msure she would, too.
15 CHAI RMAN BROWN: | know. Ms. Deaton, you're
16 excused.

17 THE W TNESS: Thank you.

18 CHAI RMAN BROWN:  Thank you.

19 And M. Butler?

20 MR, BUTLER  Yes.

21 CHAI RMAN BROWN:  Housekeepi ng matters.

22 MR, BUTLER: Yes. WMadam Chair, thank you.

23 MR, REHW NKEL: Madam Chai rman, before

24 M. Butler nmakes his housekeepi ng neasures -- they
25 may be inpacted by a notion that the Public
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Counsel's office would like to nmake at this tine
upon the conclusion of the conpany's direct case.

MR, BUTLER: [|I'msorry? Are -- is he asking
nme whet her we've conpl eted our direct case? Yes,
we have.

CHAI RMAN BROWN:  What is your -- I'm-- |I'm
sorry. Can you repeat that?

MR, BUTLER: | didn't hear for sure what
M. Rehw nkel said. If he's asking whether we've
concl uded the presentation of our direct case, the
answer i s yes.

CHAl RVAN BROMWN:  The answer is yes?

MR. BUTLER  Yes.

MR. REHW NKEL: Yes, and --

CHAI RMVAN BROMWN:  Al'l right.

MR, REHW NKEL: | -- the Public Counsel would
like to nmake a noti on.

CHAI RVAN BROMWN: | know -- | was aski ng,
t hough, quickly if there are any housekeepi ng
items. And | thought M. Butler was going to offer
housekeeping itens; is that correct?

MR. REHW NKEL: The reason | -- | apol ogi ze,
Madam Chai rman. The reason | suggested this is may
affect --

CHAl RVAN BROAN: Ch, okay. Go --
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1 MR. REHW NKEL: -- the housekeeping natters.
2 CHAl RVAN BROMWN: Ckay. Go ahead,
3 M . Rehw nkel .
4 MR, REHW NKEL: Thank you, Madam Chai r man.
5 As FPL has, as you've just heard on the
6 record, concluded its direct case, which, apart
7 fromthe energency insertion of M. Mranda, was --
8 and we understand. And |'m not conpl ai ni ng about
9 that -- was assiduously guarded. The conpany asked
10 to have discrete direct case, intervenor case,
11 rebuttal case.
12 The OPC has a notion to nmake. And we ask that
13 the Commi ssion dismss or issue, in the
14 alternative, a directed final decision with respect
15 to what we perceive to be the anmended request by
16 the conpany to create and authorize an
17 anortization-reserve nmechani sm
18 On August 12th, 2016, after the concl usion of
19 the deposition of M. Allis, FPL's depreciation
20 W t ness, FPL anended its position on Issue 48 to
21 add the phrase, "... unless another disposition has
22 the ability to defer or avoid future base-rate
23 pr oceedi ngs. "
24 The di scovery cutoff was on August 16th, and
25 no further opportunity to conduct discovery on
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FPL's nodification of its proposal was reasonably
available. And that is at the transcript of the
pre-heari ng conference at Page 54.

On August 22nd, the first day of the hearing,
at the opening of the hearing, FPL's general
counsel stated in his opening on Page 69 of the
official transcript, Lines 15 through 22: If the
Commission is to find acceptabl e any aspect of
M. Pous' depreciation study, it should not be for
the purpose of finding an arbitrary neans to | ower
FPL's revenue requi renents, but rather, for the
only purpose of deferring or avoiding a second
base-rate case over the sane four-year period,
simlar to how the revenue -- the reserve surplus
was used in the past case.

On August 23rd, FPL Wtness Ferguson testified
I n support of the depreciation study that,
dependi ng on the plant balance to which it applied,
the theoretical reserve inbalance to which FPL's
proposed depreciation rates woul d be applied,
ranged from between negative 99 mllion, a
deficiency, to a positive 80.4 mllion, surplus.
He nmade no changes to his testinony other than the
adjustnments in the second noti ce.

On August 24, FPL's depreciation expert Alis
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1 testified that his testinony did not change as
2 filed, except as provided in the second notice that
3 iIs KO19 to Ms. Qusdahl's rebuttal testinony.
4 M. Allis testified that the | ess-than-
5 1-percent difference for seven-tenths of 1 percent
6 as he portrayed it in his testinony was a, quote,
7 m nor difference. And that is at the record of the
8 1863 and 1864. He further testified that no
9 adj ustnent is needed beyond the renmaining-life
10 technique. That is at 1863.
11 On August 24, M. Bob Barrett, FPL's vice
12 presi dent of finance, testified at Page 1480, 1486
13 t hrough 1487, and suggested that this Conm ssion
14 shoul d or could continue the anortization
15 mechani sm quote, to otherwise -- to nake a
16 commtnent to -- for FPL to nmake a commtnent to
17 stay out four years.
18 O herwise, M. Barrett did not testify that
19 the -- that there would be any change to the
20 depreciation surplus as a result of the 2016
21 depreciation study. And that's at 1455.
22 In sum Conm ssioners, there is no evidence in
23 FPL's direct case that supports the creation of a
24 reserve surplus based on the 2016 depreciation
25 st udy.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



2996

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

So, we are asking that, to the extent that FPL
has effectively or constructively anended its
petition to ask this Comm ssion to create a
depreci ati on-reserve surplus-anortization nechani sm
using the depreciation paraneters supported in the
depreciation study that is contained in its direct
case -- there is no evidence to support it.

As a matter of law, FPL has failed to neet its
burden to put evidence on in its direct case to
support this new claimfor relief.

Accordingly, the Public Counsel noves this
Comm ssion to dismss FPL's anended request or,
alternatively, to direct a verdict or decision that
FPL has failed to neet its burden to present
conpetent, substantial evidence supporting a
reserve anount anortization nmechanismas a part of
its four-year stay-out proposal.

We ask you, Conmm ssioners, to order that FPL
has not net its burden to create this nechanism
based on its 2012 depreciation study. Any surplus
that the Comm ssion mght find that results from
the 2009, 2010, and 2012 orders has no effect upon
the 2016 study, as testified by M. Barrett at
Page 1476.

FPL has presented no conpetent, substantia
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1 evi dence that can support a finding of its
2 depreci ation surplus anortization reserve nechani sm
3 request .
4 So, that is our request, Madam Chai r nman.
5 CHAI RMVAN BROWN:  Ckay.
6 MR. REHW NKEL: W are |ooking for sone
7 gui dance fromthe Conm ssion on this.
8 CHAI RMAN BROWN:  Ckay. Well, first, let's
9 tal k about process.
10 MR, REHW NKEL: Yes.
11 CHAI RMAN BROWN:  So, are you intending to file
12 a witten notion with the Conm ssion at this
13 juncture? | assunme that's what you were reading
14 I n.
15 MR, REHW NKEL: [|'mreading fromny notes,
16 Madam Chai rman, but | can provide a witten
17 proposal to the Comm ssion. W are -- the reason
18 ["'mbringing this up right nowis this is a fairly
19 | at e- breaking issue with -- with the Public
20 Counsel. W are trying to decide about the rest of
21 our case. And we are also -- M. Butler has been,
22 under st andabl y, aski ng about the order of
23 W tnesses. And so, this may affect that.
24 But we are prepared and will be able to file a
25 notion wth the Conm ssion.
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CHAI RMAN BROWN:  Thank you.

Fl ori da Power & Light.

MR MOYLE: Just for -- for the -- for the

record, we would -- we would join in this.

Ve

heard it right now And it's an ore tenus notion.

But for the purposes of clarity, we would

not i on.

join the

And to the extent there is an issue that's not

clearly identified, it's also on the grounds of due

process that it's inappropriate to make a

deci si on

if the issue is not clearly before the Comm ssi on.

CHAI RVAN BROMWN:  Ckay.
MR. WSEMAN: And FPL's --

(Laughter.)

FPL does support the notion, |'m sure.

SFHHA supports the notion.

CHAI RVAN BROMWN:  And | will just go down the
i ntervenors, | guess, before we turn to FPL
FEA.

MR, JERNI GAN: The Federal Executive
agrees and joins in this notion.

CHAl RMVAN BROMWN:  Si erra.

Agency

M5. CSANK: Sierra Club joins the notion.

CHAI RMVAN BROWN: Lar sons.

MR, SKOP: Thank you, Madam Chair. The
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1 Larsons join and agree with the notion.
2 CHAI RMAN BROWN:  Thank you.
3 MR LAVIA: Retail Federation joins the
4 notion, too. Thank you.
5 CHAI RMVAN BROWN:  Ckay.
6 Fl ori da Power & Light.
7 MR BUTLER. W don't join the notion, just to
8 be cl ear.
9 (Laughter.)
10 We are hearing this for the first tine.
11 CHAl RVAN BROMN:  As are we.
12 MR, BUTLER: Yes. | think it would be
13 appropriate if the Comm ssion chooses to entertain
14 the notion that it be nmade in witing and we be
15 gi ven an opportunity to respond to it.
16 Unl ess |I'm m ssing sonething here, although
17 M. Rehw nkel wanted to be sure that it was brought
18 up before we address w tnesses for next week, |
19 don't think it's going to affect that. | nean, ny
20 gosh, the great majority of their case,
21 I ntervenors' case, and the great majority of our
22 rebuttal case has nothing to do wth the issue of
23 the disposition of any reserve on surplus fromthe
24 depreci ation-study results.
25 So, | think that we should be and that it
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1 woul d be no interference with the, you know -- the
2 expeditious -- proceeding with the -- wth this
3 docket to give us the opportunity to see a
4 witten -- you know, a witten notion from Public
5 Counsel and to be able to respond to it in witing,
6 next week. And | think it's sonmething that the
7 Comm ssion certainly could consider based on the
8 notions and nmake a decision on it.
9 | wll observe, just off the top of ny head
10 here, that Public Counsel's Wtness Pous has a very
11 different view of depreciation. 1In his very
12 different view of depreciation, he concludes that
13 there is a substantial reserve surplus. He has an
14 i dea of how it ought to be handl ed, that surplus.
15 And | think they've put that issue, you know,
16 squarely into play. And you know, what M. Barrett
17 had comented on the other day was sinply an
18 alternative for what one mght do with the surplus,
19 if there is one.
20 We continue to, you know, stand behind our
21 study, which indicates a very nodest reserve
22 I nbal ance, but if the Comm ssion went the direction
23 of finding a big one, that's what M. Pous'
24 testi nony was about.
25 So, it seens like it's sonething that woul d be
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



3001

1 sort of productively addressed next week in
2 heari ng, but sort of -- first and forenost, | would
3 say that we really ought to be given an opportunity
4 to respond in witing to this notion.
5 CHAI RMAN BROWN:  Thank you.
6 Mary Anne, ny inclination and reaction is,
7 obviously, this is sone -- a new devel opnent that
8 has just occurred. Personally, | would like to be
9 gi ven an opportunity to review the notion and
10 have -- and of course, allow the petitioning party
11 an opportunity to respond, Florida Power & Light to
12 respond, and then take that up as a prelimnary
13 matter before we get into the intervenors.
14 That's just kind of the way I -- but | don't
15 know i f you have a different suggestion.
16 M5. HELTON: | definitely agree that | think
17 that it's -- given the conplexity of the case,
18 we've -- | -- we've been in this hearing roomI|'m
19 not sure how many hours this week hearing
20 testinony. There has been | don't know how many
21 pages of discovery -- | nean, of prefiled testinony
22 filed, how many production of docunents and
23 I nterrogatories that have been answer ed.
24 There is a lot of information in this case to
25 digest. And | think there is a lot to digest with
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what M. Rehw nkel said this evening.

CHAI RVAN BROMN:  Uh- huh.

M5. HELTON: And | know that staff is not
prepared to be able to give you a recomendati on.
So, it seens to nme that it would be reasonabl e that
that, if M. Rehw nkel wants the opportunity to
file a witten notion and for Florida Power & Light
to answer in witing -- as far as the timng of
everyt hing goes, can we have five mnutes so that |
can confer with --

CHAI RMAN BROWN:  Absol ut el y.

M5. HELTON: -- with ny boss and with
Ms. Brownless and with M. Maurey and -- | don't
know who el se is down here -- so we can kind of see

i f we have a suggested gane plan for you?

CHAI RMVAN BROWN:  Absol ut el y.

MR. REHW NKEL: Before you do that, Madam
Chairman, | need to drop another shoe.

CHAl RVAN BROMN:  No. You're droppi ng bonbs at
5:30 on Fri day.

(Laughter.)

MR. REHW NKEL: | apol ogize for that. | was
t hi nki ng maybe that we would be doing this at 2:00
t oday, but --

COW SSI ONER GRAHAM  Me, t oo.
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1 CHAI RMAN BROWN:  All of us up here, probably.
2 MR. REHW NKEL: | need to informthe
3 Conmm ssion that, because of what has transpired --
4 and | think you heard from counsel for FPL -- we
5 are -- need to announce that, based on how things
6 have transpired, as | laid out in the facts, we
7 will not be putting M. Pous on the stand. He wll
8 not testify for us.
9 So, we are withdrawing our filing of that
10 testinony. And | need to put everyone on notice of
11 t hat because that may inpact how people view this
12 and think about this as we go forward.
13 CHAl RVAN BROMN: Before we adjourn, | want to
14 give FPL an opportunity to comment or respond on
15 t hat new devel opnent.
16 MR, BUTLER: Well, it is a big shoe dropping.
17 CHAl RVAN BROMN: | nean, recess.
18 MR BUTLER. But | -- | wll say this just --
19 again, this is just off the top of ny head because
20 ["mjust hearing it. | think we ought to have an
21 opportunity to consider it and respond with a
22 little bit nore reflection.
23 But | don't think it works that way that you
24 sort of put evidence out there, see whether that
25 evi dence takes you in a direction you would like it
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1 to take you, and then pull it back if you are not
2 happy with where things are going.
3 You know, M. Pous has been -- has had his
4 testinony in the record for sonme considerable tine
5 now. He has a very different view of depreciation,
6 as | nmentioned earlier, than our wwtness M. Allis
7 does. W have rebuttal testinony to M. Pous.
8 And I'"mjust -- I'mfrankly just surprised
9 that Public Counsel would take this approach of
10 having -- presunmably, with serious intent --
11 believe that they had a fundanental |y different
12 vi ew of depreciation and, now, hal fway through the
13 heari ng, decide that, all of a sudden, no, not
14 their issue.
15 CHAl RVAN BROMWN. Ckay. W're going to take a
16 ten-mnute recess. But before we do that, | want
17 to turn to ny coll eagues and see if they have any
18 guestions or comments of the parties or of staff at
19 this tine.
20 Conmmi ssi oner G aham
21 COW SSI ONER GRAHAM | just want to -- before
22 we take that ten mnutes -- to hear fromany of the
23 I ntervenors who want to chinme in wthin 30 seconds.
24 CHAI RVAN BROWN: FEA
25 MR JERNIGAN: Yes, ma'am just -- just a
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m nor response to what | just heard from Florida
Power & Light. M. Pous' testinony is not in the
record at this point. He's not been sworn in. He
has not -- he may have been in a deposition --
pardon nme -- on that, but he has not taken the
stand. We have not read his testinony into the
record. It is not there at this point. And ny
understanding is OPCis not going to be offering it
into the record.

So, just -- just pointing that out. | don't
know how that inpacts ny case at this point. |'m
going to need to think about it, but that's what |
under st and.

CHAI RMAN BROWN:  Thanks, M. Jerni gan.

Any ot her intervenors?

M. Myl e.

MR, MOYLE: | think it's a simlar point. |

nmean, people control the case that they have. And

the witnesses -- if M. Pollock -- | decide, well,
you know what, |'mnot going to put that on,
think I have the right to not call him-- |'m not

going to do that, but | think I would have the
right.
CHAI RMAN BROWN:  Any ot her intervenors before

we recess?
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MR. SKOP: Madam Chair, I'm Nathan Skop on

behalf of the Larsons. Again, we agree with the

point made by FEA, to the extent that the testimony

has not been entered into the record as though
read.

CHAIRMAN BROWN: ‘Okay. Commissioners, any
further questions or comments?

All right. We will reconvene in ten minutes.
So, 5:35.

(Transcript continues in sequence in Volume
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