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1 PROCEEDI NGS

2 CHAl RVAN GRAHAM  Ckay. Staff, what do we

3 have here?

4 MR SM TH.  Good norni ng, Conm ssi oners.

5 Daniel Smth with Conm ssion staff.

6 ItemNo. 5 is staff's recomendati on on Docket

7 Nos. 20170235-El and 20170236-EU. On Novenber 3rd,

8 2017, FPL filed petitions associated with these two

9 dockets related to its purchase-and-sal e agreenent
10 with the Gty of Vero Beach.

11 I n Docket No. 20170235-El, FPL states in its
12 petition that in order to inplenment the purchase-
13 and-sal e agreenent with the Gty of Vero Beach, FPL
14 I's requesting that the Comm ssion, one, grant FPL
15 approval to charge its approved rates and charges
16 to the City of Vero Beach custoners; two, approve
17 the establishnment and base-rate recovery of a

18 positive acquisition adjustnent of approxi mtely

19 $116.2 nillion; and three, approve recovery of

20 costs associated with the short-term purchase power
21 agreenent with Orlando Uilities Comm ssion.

22 I n Docket No. 20170236-EU, FPL is requesting
23 termnation of the existing territorial agreenent
24 with the Gty of Vero Beach, pending the closing of
25 t he purchase-and-sale agreenent. 1In the effort of
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efficiency and clarity, staff is addressing both
docket s under one consolidated recomrendati on.

Staff is recomendi ng you take the foll ow ng
action on four issues before you today: In
I ssue 1, staff recommends that the Conm ssion
approve FPL's request to charge the Gty of Vero
Beach custoners FPL's rates, as they woul d becone
FPL ratepayers upon the closing of the purchase-
and- sal e agreenent;

In Issue 2, staff recommends the Conm ssion
approve FPL's requests to termnate the territorial
agreenent between FPL and the City of Vero Beach,
pendi ng the cl ose of the purchase-and-sale
agr eenment ;

In Issue 3, staff recommends the Conm ssion
approve a positive acquisition adjustnent of $21.3
mllion, to be recorded on the books of FPL, and to
anortize this anmount over the requested 30-year
peri od;

In Issue 4, staff recommends that, consistent
wth staff's recommendation in Issue 3, recovery of
paynents to the Orlando Utilities Conmm ssion should
be limted to actual annual savings and shoul d be
recovered through the appropriate cl auses.

Representatives fromFPL, the Ofice of Public
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Counsel, Gty of Vero Beach, and other parties are
present to address the Conm ssion. And staff is
avai l abl e for any questions you may have.

Thank you.

CHAI RMAN GRAHAM  Thank you, staff.

All right. | know everybody wants to tal k and
everybody wants to argue. And let's just -- let's
treat this as kind of your opening statenents.
You'll have plenty of opportunity to get down into
the details later, but let's just kind of hit the
nmount ai n peaks as we go through.

And after the parties speak, I'Il allow for
anybody fromthe public that wants to speak --
they' Il cone to the podium and have three m nutes
to speak. And then we'll cone back to normality.

Fl ori da Power & Light.

MR LI TCHFI ELD: Thank you, M. Chairnman,

Conmm ssioners. Wade Litchfield and Bryan Anderson

for Florida Power & Light. [It's nice to be here.

| haven't actually appeared before you, | think,
since the 2016 rate case. | don't get up here very
of t en.

This is areally inportant issue, we think,
for the conpany, for the other folks who are here

representing their own interests, and even the
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state of Florida today.

You know, | sat through the earlier part of
the agenda, and it was interesting to hear one of
the earlier itens discussing a territorial dispute
bet ween sone conpeting gas utilities. And there
was a suggestion nmade once or tw ce that perhaps
there m ght be reached a commerci al sol ution.

Well, Comm ssioners, we're here today with a
comrercial solution that represents the culm nation
of probably ten years or nore of -- of -- of issues
in search of resolution; a lot of effort, goodw I,
pati ence, and commtnment on the part of the
multiple parties, nmany of whom|'m sure w ||
address you here today.

So, when the staff recommendation initially
cane out, | know that there was a little bit of
di sappoi nt rent that perhaps the ship was goi ng down
once and for all, to the chagrin of a great nmany,
particularly commercial custoners and residenti al
custoners in the state of Florida.

But | think -- and I1'"mgoing to wal k you
t hrough, very briefly, the issues. | actually
think there's a path for approval here. There is a
ot with which we absolutely are in | ockstep with

staff on. A couple of m sconceptions or
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m sapplications that we think, with clarification,
do provide a path for approval here today,
Conmm ssi oners.

So, | would like, to -- | would like to start
with Issue 1, briefly. Staff, as you heard,
recommends that FPL rates are the rates that should
be charged to the City of Vero Beach custoners.

It -- that is very significant. W conpletely
agree. And it is the right result. The problemis
that, in order for that to occur, the cost recovery
and the accounting treatnents that go wth it also
have to be approved.

| ssue 2, also very, very significant. Staff
concludes that it is in the public interest for
Florida Power & Light to assune the obligation to
serve the current Gty of Vero Beach custoners.
Agai n, we absolutely concur with that
recommendation. It's the right standard, the
public-interest standard.

And in fact, if you flip to the staff
reconmendati on on Page 10, you will see, in the
begi nning of their analysis, they actually I|ist
four Florida Suprene Court decisions, each of which
provi des sone articul ated version of the public-

i nt erest standard: Results in no harmor detri nent
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to the public interest; public interest is the
ultimate nmeasuring stick; utility rate-making is
viewed as a matter of fairness; and the Comm ssion
shoul d base its decision on the effect the
termnation of a territorial agreenment wll have on
all affected custoners.

We think that the proposal that we have before
you, Conmm ssioners, absolutely checks all of those
boxes. And in fact, in reviewwng FPL's and Vero
Beach's subm ssions in this docket, staff
concludes -- they do so, | quote, "... that
termnation of the territorial agreenent results in
no harmor detrinent to the public interest.” W
are in conplete alignnment with staff on that issue.

We, frankly, think that is the overarching or
primary issue for the Comm ssion to determ ne here
today. And if you agree with that and if you agree
with staff's conclusion that it's in the public
interest and that public interest is the ultimte
nmeasuring stick, then we think Issues 3 and 4
should flow fromthere and should, |ikew se, be
approved because they are sinply the nechanics by
which this transaction that is in the public
interest is actually effectuated and the benefits

flow.
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| ssue 3, specifically focusing on the
acquisition adjustnent -- again, we agree with
staff, once again, that there are extraordi nary
circunstances here. And you'll see their
conclusion there at the bottom of Page 16. They
conclude that the circunstances are sufficient to
support a finding of public interest that FPL
assune the obligation to serve Vero custoners.

But where we diverge fromstaff is wth regard
to their conclusion that the circunstances, though
extraordi nary, are sonehow not extraordi nary enough
to support -- or only support -- excuse ne -- are
only extraordinary enough to support a fraction of
what is necessary to support the entire
transacti on.

So, we believe staff is correct in finding
extraordi nary circunstances, but, we think,
incorrect in arbitrarily limting the effect of
that finding. |[If extraordinary circunstances are
present, and particularly where there's a
determnation that it's in the public interest, we
think that the necessary acquisition adjustnent and
ot her rate-making treatnent, |ikew se, should be
approved.

Staff talks a little bit about the Sebring
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1 case. And that's where I'd like to offer a little
2 bit of a -- a clarification there. W think that
3 they -- they do not properly reply -- rely upon
4 that case. Sebring is really not very factually-
5 simlar to ours.
6 Mor eover, the Comm ssion, itself -- and staff
7 notes this in their recomendati on, on Page 15 --
8 they -- the Conm ssion was very clear, 25 years ago
9 in reaching this decision, that the decision was to
10 have, | quote, " no precedential value and is
11 limted to the unique set of facts in this case.”
12 VWll, what are the unique set of facts in that
13 case? It's the biggest single factual difference
14 between their case and our case. |In that case,
15 Fl ori da Power Corp, right -- predecessor of what is
16 now Duke Florida -- only requested a portion of the
17 acqui sition adjustnent because that's only what
18 their rates would support. In other words, had
19 they requested nore, it would have put upward
20 pressure on the rates of their existing custoners.
21 And Duke properly said -- or FPC, at the tine,
22 properly said, that's not a result that -- that,
23 you know, we can really count and that the
24 Comm ssion woul d support. W're only proposing a
25 limted nunber for -- for acquisition-adjustnent
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treatnent. And -- and the Comm ssion agreed. W
agree with that principle.

That is not our situation. Vero Beach is such
a small set of custoners, relative to FPL as a
whol e, that we are literally -- we are able to
wite the check. W are able to pay the purchase
price that allows themto -- to turn their assets
over to us -- and also resolve all of the purchase
power agreenents that any utility that is doing
busi ness woul d have in place naturally -- but
anyway, to buy those down, not unlike the power
purchase agreenents that we bought down w th Cedar
Bay, St. Johns, and ICL that this Conm ssion
approved, because it ultimately was in the
custoners' best interest.

So, we were able to provide the check that
does all of this and not just not do harmto FPL's
customers, but to actually bring about $105 nmillion
in CPVRR benefits to FPL custoners. So, absolutely
conpletely different in terns of situation.

We agree that the unique circunstances there
lent to the right result. These are uni que
circunstances. And each one of these cases, we
t hi nk, should be viewed by this Comm ssion on its

own nerits and without reference to a standard
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that -- that was applied or produced in a
conpletely different and in-anal - -- anal ogous
situation.

So, Issue 4, | would say, the second of two
nmechanisns -- it's the cost recovery of the -- of
t he PPA arrangenent that FPL negotiated with OQUC in
order to obtain QUC s rel ease of the purchase power
obligations that Vero was subject to. Again,
wi thout that, there is no deal and everything falls
apart very quickly.

So, Comm ssioners, in conclusion, we really do
see this as a classic wn-w n outcone; one that
will resolve a lot of |ong-standi ng concerns,
I ssues, frustrations; significant benefit to FPL
exi sting custoners as well as new custoners; and a
voice to a | arge nunber of custoners who, to date,
have absol utely been di senfranchised in terns of
having any ability to participate in rate-setting
at all.

So, if this is not a clear-cut case of public
I nterest, Conm ssioners, we're not sure when we
m ght see one, and that, too, we would be
concerned, would send a very direct and sobering
nessage t hroughout the state of Florida to the

future ability of constituents and custoners and
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even of other nunicipals who, of their own
volition, look to work out a mutually-benefici al
transfer of service providers.

If -- if those types of comercial solutions
are to occur, this body, this Comm ssion has to be
able to find a way, wthin its existing
jurisdiction and policy, to do that.

It cannot be that the only tine that -- that
those situations occur is when you have a Sebring
or another financially-distressed utility in the
nature of a bailout situation, where the only form
of rescue that is going to be extended to those
custoners is a surcharge. Thank you very nuch.

So, we think that there has to be avail able
relief for this Conm ssion for this market-driven
transaction that resolves these issues. Not only,
again, does it not do -- it not only does no harm
it actually brings significant benefits to our
exi sting custoners.

And we, accordingly, would request that the
petitions and relief sought in this docket be
gr ant ed.

CHAI RMAN GRAHAM  Thank you, sir.

Ver o Beach?

MR, WALLS: Good norning, Conm ssioners. M ke
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Walls with Carlton Fields, on behalf of the Gty of
Ver o Beach.

Comm ssi oners, | personally have been invol ved
in this deal between the Cty of Vero Beach and FPL
for over a year. The Cty of FPL and ot hers have
been involved far |onger than that. And ny
I nvol venent has shown nme what a nonunental task it
was to put this deal together.

It is a good deal; one that the Cty, FPL, the
County, Indian R ver Shores, FMPA and its nenbers,
favor to resolve what staff rightly calls
extraordi nary circunstances. The Cty hopes that
you wi || agree and approve FPL's petition in full.

' mavai |l abl e for any questions you nay have.
Thank you.

CHAl RVAN GRAHAM  Thank you.

oPC?

M5. MORSE: Good norning, again. Stephanie
Morse for OPC.

OPC does not, in principle, oppose the
acquisition of the City of Vero Beach's electric
utility by FPL. W recogni ze that the custoners
out side of Vero Beach have been wi t hout
representation as to setting of their rates.

The accounting treatnent proposed by FPL for
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sone aspects of the transition raises issues which
requi re objective exam nation in order to protect
the interest of both FPL's current custoners and to
make sure the transaction is consistent with
Florida | aw and Conm ssi on precedent.

This is the |l argest positive acquisition
adj ust nent ever proposed for rate recovery. And it
shoul d be scrutinized accordingly, especially given
that it could inpact future |arger potential
acquisitions by utilities in Florida.

We believe a renedy is in reach in this case.
In order to go forward, OPCis now -- we would |ike
to provide for your consideration, in devel oping
your PAA order, the observations of our expert,
Lane Kollen, who is here wwth nme now, based on the
data avail able and FPL's responses to OPC s
di scovery and staff's data request.

So, I'lIl defer the bulk of OPC s comrents to
M. Kol l en.

MR, KOLLEN: Morning, Comm ssioners. M/ nane
Is Lane Kollen -- start that over, again. M nane
Is Lane Kollen. 1'ma vice president and principal
of J. Kennedy and Associates, Inc., an economnc
consulting firmthat specializes in utilities

strategic planning and rate-naking i ssues. 1|'ve
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testified before you on a nunber of occasions,
including all of the FP&L rate cases over the | ast
20 years.

| was retained by OPCto review FPL's plan to
acquire the Vero Beach nunicipal electric system
for $185 mllion, and its request to record a
regul atory asset for $116 nillion, which is the
acqui sition premumin excess of the $69 nmillion
depreci ated cost of the Vero Beach system

The conpany proposes to recover the entirety
of the $185-nillion purchase price, including the
$116-million acquisition premiumand a return on
the premum primarily fromexisting FPL custoners.

The conpany al so proposes to defer and recover
additional anpunts that it will pay to buy out and
reformcertain purchase power contracts presently
used by Vero Beach to serve its custoners. FPL
proposes to recover those costs primarily from
exi sting FPL custoners.

I n support of its request, the conpany clains
that the acquisition will save existing FPL
custoners $105 mllion on a net present val ue
basis. The conpany bases its claimon an econonic
analysis that it perforned. The analysis relies on

forecast revenues, expenses, and capitalized plan
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I nvestnment, projected for 30 years, starting in
| ate 2018.

The conpany's analysis starts with a base-case
financial forecast that does not include Vero Beach
and then superinposes the Vero Beach acquisition on
to this base case in order to determ ne whether
there are net savings or net costs.

| carefully reviewed the FPL econom c
anal ysis. There are nunerous significant flaws in
it. These flaws overstate the savings clainmed by
FPL and make its anal ysis unreliable.

The staff also identified and descri bed
several of these flaws inits filed
recommendations. | will briefly describe the flaws
it identified. First, the FPL analysis is nore
than one year old and includes assunptions that are
no | onger value- -- valid.

It has not been updated for changes that have
occurred since then, including the effects of the
federal Tax Cuts and Jobs Act and ot her changes
that FPL, now, has incorporated into its official
mul ti-year budgets and | ong-term forecasts.

Second, in general, the FPL analysis
overstates the revenues which it characterizes as

savings fromthe Vero Beach custoners and from
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exi sting FPL custonmers. 1In general, it also
understates or delays the capital expenditures and
operating expenses that it wll incur when it

acqui res Vero Beach.

More specifically, FPL incorrectly assunes
that base rates per kilowatt hour are not adjusted
to incorporate the Vero Beach | oad. This
overstates the base revenues received fromthe Vero
Beach | oad and the savings that FPL cl ai ns.

FPL al so incorrectly assunes that capacity,
conservation, and environnmental clause rates per
kil owatt hour are not adjusted to incorporate the
Vero Beach load. This, too, overstates these
cl ause revenues received fromthe Vero Beach | oad,
whi ch FPL characterizes as savi ngs.

FPL incorrectly assunmes that there will be no
addi ti onal capacity, conservation, or environnental
cost incurred to serve the Vero Beach |oad. And
this understates the costs of the Vero Beach
acqui sition.

Fourth, FPL incorrectly assunes that base
rates will increase in 2001 -- or 2021; however,
FPL has a proposal pending before the Comm ssion to
del ay any base-rate increase until 2023, due to the

facts of the Tax Cuts and Jobs Act.
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Fourth, FPL incorrectly assunes that base
rates are never reduced to re- -- to reflect the
effects of the Tax Cuts and Jobs Act.

Fifth, FPL incorrectly assunes that it can
serve the Vero Beach | oad from 2018 t hrough 2032, a
slightly-nore-than-14-year period at no capacity
cost and with no loss in revenues from sal es of
capacity to third parties.

FPL presently sells its excess peaking
capacity into the market. |[If it uses the excess
capacity to serve Vero Beach, instead of selling it
to other purchasers, then it |oses the revenue from
t hose sales. These |ost revenues shoul d be
included in the analysis as a cost; not sinply
i gnored, which is what FPL did.

W estimate that the effect of this error in
the conpany's analysis is to increase the net
present val ue savings by $55 mllion; could be even
nore if FPL actually builds capacity to serve Vero
Beach rather than just buying it or not selling its
excess capacity on the narket.

Si xth, FPL assunes that it will not harden the
Vero Beach distribution systemuntil 2023, which
del ays the capital expenditures and the operating

expenses and reduces the cost of the Vero Beach
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acquisition, all else equal.

Seventh, FPL assunes that it will not incur
increnental O & M expense for the Vero Beach | oad
after 2018 for custoner-service planning, demand-
si de managenent, marketing and comuni cations, or
i nformati on technol ogy. Qbviously, this
understates the cost to serve the Vero Beach | oad.

Ei ght h, FPL used a wei ghted average cost of
capital as a discount rate that it applies to the
net savings or cost over the 30-year period, rather
than the grossed uprate of return used to calcul ate
the revenue requirenent. These two rates shoul d be
identical. W estimate that the effect of this
error in the conpany's analysis overstates the
savings by $41 mllion.

Ni nth, FPL uses accunul ated deferred i ncone
taxes, or ADIT, at zero cost in its calculation of
t he wei ghted average cost of capital; however, al
of this ADIT belongs to the existing FP&L
custoners. It can't be used, really, to finance
the Vero Beach acquisition. Instead, there should
be a higher cost to finance the Vero Beach
acquisition that doesn't include AD T.

In short, the FPL anal ysis does not

denonstrate benefits for the existing FPL
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custonmers. In fact, if the analysis is corrected
it appears that the acquisition wll harm existing
FPL customers.

Finally, if the Conmssion is inclined to
approve an acquisition adjustnment, whether the
anmount sought by FPL or the anount in the staff
recommendation, then there are alternatives other
t han i nposi ng the cost on existing FPL custoners.

One alternative -- although, | have been told
by OPC that it is not a recomrendation that is on
its behalf -- is to assign all or a portion of the
acquisition premum if any, directly to the Vero
Beach customers and recover it fromthose custoners
over a five-to-ten-year transition period. After
that, the Vero Beach custoners would pay the sane
rates as the existing FPL custoners.

Thank you, Conm ssioners. That conpletes ny
coment s.

CHAI RMVAN GRAHAM  Thank you.

Staff, do you want to respond to those
comments now or after we hear fromthe public?

MR SMTH  After, Conm ssioner. Thank you.

CHAl RMVAN GRAHAM  Okay. Al right. So, |
will call people fromthe public up one at a tine.

You'll see that there is a |ight box, just like
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1 this, at the podium | put this up there just so,
2 i f you' re not |ooking down at the podium you can
3 see it here.
4 You'll be given three mnutes to speak. The
5 light will turn yellow when you've got two m nutes
6 left. The light wll start flashing when you' ve
7 got 30 seconds left. Wen the light turns solid
8 red, that neans you should be done. Don't get your
9 feelings hurt if I cut you off because we have
10 several people that want to speak.
11 If you can, just hit the nountain peaks. Tel
12 us sonething that we haven't seen, sonething we
13 haven't heard. Tell us sonething different. No
14 sense being repetitive and saying the sane thing
15 over and over again. As | said earlier, we have a
16 |l ong, full day here today.
17 And our first person is Senator Mayfield.
18 Wl cone.
19 SENATOR MAYFI ELD: Are you ready?
20 CHAl RVAN GRAHAM  Yeah.
21 SENATOR MAYFI ELD: Ckay. Well, good norning.
22 And thank you for allowing us to get up and speak
23 today. And Chai rman Graham and Conm ssioner O ark
24 and Conm ssi oner Brown and Conm ssi oner Pol mann and
25 Conmmi ssioner Fay, | really appreciate you taking
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the tine to really study this issue. And | know
you guys have studied this issue.

But you know, this is not the first tinme |'ve
been before the Conm ssion dealing with the Cty of
Vero Beach issue. W have been fighting this for
12 years. 12 years we have been fighting to get
representation for the people of the City of Vero
Beach rat epayers.

The -- this is a unique situation and it
should stand on its owmn. And it should not be
conpared to past acquisitions, nor should it be
conpared to future acquisitions.

When you're dealing with nunicipalities, it is
not like dealing with an |1 QU purchasi ng anot her
IOU. These are nunicipalities that are not
regul ated by the Public Service Conm ssion. These
are nmunicipalities who have ratepayers that live in
the uni ncorporated area that is not represented by
Public Counsel. And that is what this fight has
been about, is trying to nake that happen.

You know, and | am di sappointed in the staff's
recommendat i on because | don't think they | ooked at
the total picture in this issue. | also want you
to think for a nmonent how many people it took to

get us to this point right now W are talking
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about Florida Power & Light. W're talking about
the Gty of Vero Beach, the Florida Minicipal Power
Agency, the Olando Utility Conm ssion, and 20

ot her individual nmunicipalities that all signed off
on this agreenent because it is sonething that they
felt was inportant to nmake -- to nake happen.

This will provide utility rates to all ny
constituents, to all the constituents at a fair
rate, and it will also provide representation to
all the constituents and all the ratepayers in
I ndian River County.

Agai n, 60 percent of the residents that are
ratepayers for the Gty of Vero Beach Uilities
live in the unincorporated area and they have no
representation. And as | remnd the Ofice of
Public Counsel, this hearing is intended for you to
represent all of the ratepayers, all of the
r at epayers.

You are statutorily -- you cannot go represent
themin a hearing when it cones to the rates to the
Cty of Vero Beach, but in a hearing like this
where a decision has to be nade in the best
interest of all ratepayers, it is your
responsibility -- and statutorily, it is your

responsibility -- to take that into account
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whenever you're naking that decision.

So, with that, thank you. [I'IIl rep- --

"I -- 1"l stop. And | |look forward to any
guestions that you guys may have.

CHAl RVAN GRAHAM  Thank you, Senat or.

Representative Gall -- | apologize if |
but chered your | ast nane.

REPRESENTATI VE GRALL: Thank you,

M. Chairman. And it's "G-all."

And with your indulgence, | would |like to ask
for slightly nore than three mnutes. | spoke with
staff the other day, and they said that | nay have
alittle nore tine --

CHAI RMAN GRAHAM  Three m nutes, ma' am

REPRESENTATI VE GRALL: Ckay. Wwell, |
appreciate the opportunity to be here. And | won't
reiterate what Senator Mayfield did about how
inportant it is to -- that so nmany peopl e cane
together to nmake this happen.

It's been suggested current FPL custoners
coul d experience a negative inpact due to the
acquisition presented in the petition. | represent
constituents who are Gty of Vero Beach custoners
and FPL custoners.

And obviously, fairness of the acquisition is
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essential; fairness to the existing custoners of
FPL and fairness in treatnent of the City of Vero
Beach custoners with regard to their value to

exi sting custoners in this acquisition.

Common sense suggests FPL's infrastructure
wi || not experience significant expense with the
addition of less than 1 percent of its existing
custoners, especially when you consider the
proximty of this acquisition to existing custoners
and the | oad capacity for the | ocation.

Projected increnental revenues fromthe Gty
of Vero Beach custoners will be wholly experienced
by FPL, neaning 100 percent of the custoner's
monthly bill will be paid to FPL.

The testinony states these revenues will be
nore than the increnental fixed costs to serve
those custoners, which makes sense when you
consider FPL will not have to change its business
nodel or operating systens to bring approxi mately
35, 000 customers onli ne.

Fai rness woul d al so suggest that the FPC
Sebring order be given the weight the Conmm ssion
enunerated in the order; no precedential val ue.
understand it can be helpful to seek simlar fact

patterns, but they were clear.
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In -- if the totality of the facts were
considered in this matter, it is nmy opinion the
Comm ssion would find extraordi nary circunstances
warranting a positive acquisition adjustnent.
Limting the all owance for an extraordinary-
ci rcunstance designation to the ongoing litigation
and territorial disputes in the area does not take
i nto account many ot her rel evant factors.
Providing a narrow reason for approving this
positive acquisition adjustnent |eads to a narrow
cal cul ati on of sane.

The goi ng-concern val ue has al so been
addressed in the FPC Sebring order. In what was
assuned to be an appropriate estimate of acquired
el ectric custoner in 1992 cannot be -- nerely be
superinposed on the current transaction. And this
fl awed net hodol ogy shoul d rai se questions about the
credibility of the calcul ati ons.

In this case, an independent, third-party
valuation in the petition has been presented. It
represents the consideration paid for the Gty of
Vero Beach Uility after an arns-length, nulti-
party negotiation. This should be viewed as nore
significant than the nunber used in a different

transaction 25 years ago. | amconcerned that, if
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1 that nunber is used, it wll surely set a precedent
2 of the Conmm ssi on.
3 Finally, Florida Statute 350.0611 states, "It
4 shall be the duty of Public Counsel to provide
5 | egal representation for the people of this state
6 in these proceedings.” And | believe they have not
7 represented the Gty of Vero Beach custoners in the
8 testinony that was presented here today.
9 Thank you very nmuch for your consideration.
10 CHAI RMVAN GRAHAM  Thank you, Representative.
11 We have a question for you.
12 COMM SSI ONER BROMWN:  It's not really a
13 guestion. | was rem ss when Senator Mayfield
14 wal ked away, but really thank you and Senat or
15 Mayfield for taking the tine to conme up to
16 Tal | ahassee to address this very inportant issue.
17 And | do understand that the acquisition
18 adjustnent is a critical conponent of the overall
19 deal. So, thank you both for taking the tine and
20 witing letters and -- and we're -- we're listening
21 to you. Thank you.
22 REPRESENTATI VE GRALL: Thank you very nuch.
23 CHAI RMVAN GRAHAM  Bob Auwaerter?
24 MR. AUWAERTER: Good norning, M. Chairmn
25 and, good norning, nenbers of the Comm ssion. |I'm
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a town councilmn on the County of Indian River
Shores Council. | also serve as the town's
representative on the Gty of Vero Beach Uilities
Commission. |I'mthe Chairman. | have 40 years of
experience in analyzing both nunicipal and

el ectric -- municipal, electric, and corporate

I nvestor-owned utilities.

"1l just get to the right to the heart of the

matter, Issue No. 3. And | understand the -- the
gentleman -- the consultant raised the issue that,
in particular, the -- that the Florida Power &

Light is going to have to build increnental
el ectrical generation capacity to serve the Gty of
Ver o Beach custoners.

|, respectfully, very strongly disagree with
that. Alls | would point to is what has happened
very recently in that there was a contract that was
execut ed between Fl orida Minicipal Power Agency and
QUC and the City of Vero -- Gty of Bartow where
the Gty of Bartow did a RP to get increnental
whol esal e power generati on.

As a result of that contract, because there
was so nmuch surplus el ectrical -power-generation
capacity in this state, the Gty of Bartow, whose

rates ranked No. 23 out of 33 nunicipal electric
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utilities in the state and had rates substantially
hard -- higher than Florida Power & Light -- as of
| ast nonth, they have the | owest rates. The | owest
rates in the state are -- whether it's an investor-
owned utility or a nmunicipal electric utility --
because they were able to buy power so cheap.

So, the contention that there's a lot of this

excess power to sell, that Florida Power & Light
can sell it at very attractive rates -- | would ask
you to take -- take a |l ook at that.

Al so, consider the fact that, in terns of the
surplus power, it's comng on the state -- al
these solar power farns that are com ng. And
the -- the con- -- contractual rates, |'ve heard,
are less than $35 a negawatt hour, substantially
| ower than you can do in a gas or nuclear plant.

| think that gets to the point, once again,
that the Florida Power & Light will be able to

easily service these custoners at a very-cheap

rate.

So, | thank you for your tine.

CHAI RMVAN GRAHAM  Thank you, sir.

| want to get all the elected officials up
first before | go to the general public. |Is there

any other current elected officials that are here
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to speak?

Sir, if | could just get your nanme and address
for the record, please.

MAYOR HOALE: Yes, sir. Harry How e, mayor of
Vero Beach. (Good norni ng.

CHAI RMAN GRAHAM  Thank you, Mayor.

MAYOR HOALE: Thank you for having nme. |'l|
try not to be repetitive.

| want to say | appreciate the hard work and
t he thorough process that you and your staff used
to carry out your responsibilities, and | want to
t hank you for the valuable service you provide to
our state.

| al so appreciate this opportunity to share ny
perspective on the sale of Vero Beach Electric
systemto FPL and to voice sonme of ny concerns
regarding the staff analysis on the sale. |I'm
confident that the points the PSC staff raised in
the report were well-intended, but | believe the
report is ultimately punitive. And | disagree with
the nessage it sends to y'all

It's not the details of the sale on Issues 1
and 2 that I'mcalling into question, but rather
subsequent staff recomendation in Issues 3 and 4

that I haven't -- would have a negative inpact on
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this sale.

" mvery concerned that this sale will be in
jeopardy if Vero Beach Electric custoners, alone,
have to bear the burden of the cost FPL plans to
spread across the entire custoner base, hopefully
i ncl uding Vero Beach. Any surcharge to our
custoners only is a non-starter and it's
unaccept abl e.

Still, as a result of years -- nearly a
decade -- of collaboration and negotiation with
mul ti pl e stakehol ders, including Florida Minici pal
Power Agency and 20 of its nmenber cities that wll
al so feel positive effects fromthe sale, there
have been obstacles and setbacks al ong the way, but
Vero Beach, along with our patient partner, FPL,
have persevered in working together to arrive at a
sal e package that truly benefits everyone invol ved.

The principal benefit is |lower electric rates
for Vero Beach Gty custoners. Electric custoners
who woul d save $23 nmillion a year, with the typical
cust omer projected to save between 10 and $25 each
nmonth. That nakes a real difference in the |ives
of our many citizens.

Conmer ci al custoners as well as schools and

hospitals, can al so expect |ower power bills, which
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means nore dollars directed toward educati ng our
children and caring people for with nedical issues.

Additionally, FPL's reliable service and
stormrecovery capabilities provide the benefit of
peace of mnd to protect our |ocal econony, which
woul d be crippled in the aftermath of a strong
storm

Fol ks, these are the reasons I, nyself, a
ratepayer, ran for office; to represent ny
nei ghbors who had had -- had enough. The
carefully-negotiated el enents of this deal are |ike
dom noes; taken apart, they destabilize the deal.
And | fear that if these issues are not resolved,
the tinme and hard work that's been invested in
i mproving the quality of life of Vero Beach may be
for nought.

Previ ous deals for decades -- from decades
ago, such as Sebring, can't possibly be relevant in
today's mar ket pl ace and shoul d not serve as a
precedent for the Vero Beach Electric sale.

| hunmbly ask that you consider and eval uate
the sale as it was originally presented to you by
Vero Beach and FPL. Again, |I'mgrateful for your
time and consideration. And | urge you to not |et

the trees distract you fromthe net-benefici al
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forest.

After decades of not being protected by a
regul atory body |i ke the PSC, Vero custoners are
| ooking optimstically forward to the benefits you
provide utility custoners across the state of
Florida. It's a good deal that wll deliver
tangi bl e benefits to all parties involved. And I
respectfully ask that you have -- | -- have your
uncondi ti onal approval.

Thank you.

CHAl RVAN GRAHAM M. Mayor, | want to
apol ogize. | actually had you as being here, but I
t hought you were going to be at the table. |
apol ogi ze for m ssing your nane.

MAYOR HOALE: Quite all right.

CHAI RVAN GRAHAM Al right.

MAYOR HOALE: That's quite all right. |
appreciate you letting ne speak.

CHAI RMVAN GRAHAM  Thank you.

Al right. Fromthe public, Brian Barefoot.

COW SSI ONER O BRYAN: One nore el ected
of ficial.

CHAl RMAN GRAHAM  Onh, sorry. Cone on up, Sir.

COMM SSI ONER O BRYAN: That's quite all right.

Thank you.
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1 Chai rman Graham and the Conm ssioners, thank

2 you for your time. M nane is Peter OBryan. |'m

3 currently Chairman of the Board of County

4 Conmm ssioners with Indian R ver County.

5 First, the Board would |i ke to show our

6 appreciation to staff for the reconmendati ons on

7 Issues 1 and 2. W fully support that; however, we

8 respectfully disagree with their decisions and

9 recommendations on Itens 3 and 4.

10 To put this in human terns -- because | think
11 | ater on, you're going to hear testinony that it's
12 a positive nunber, it's a negative nunber. But |et
13 nme put this in human terns, what it neans to the
14 fol ks of Vero Beach.

15 Staff is recormending $94.9 nillion in

16 contractual costs to be added as a rider to the

17 custoners of City of Vero Beach, in addition, the
18 16.6 mllion of the cost recovery fromthe PPA

19 agreenent. It's a total of $111.5 mllion.

20 Staff report says there there's a $27-nonthly
21 savings fromthe current rate to the FPL rate. |If
22 t hose custoners take zero rate reduction, it wll
23 take 9.8 years to pay off that 115 -- $111 mllion.
24 Now, staff says they should be able to get a
25 rate decrease. So, let's say they take half, they
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take 13.50. At 13.50, it wll take 19.7 years to
pay off those costs. 10 to 20 years -- that's not
arider; that's a prison term And | think you
have to realize howthis is going to affect the
fol ks in Vero Beach.

The late, great Yogi Berra once said: It
| ooks |ike déja vu all over again. W were here
three years ago to try to find relief for our --
our residents and get themrepresentation. W were
unsuccessful .

A | ot of people have worked very hard to get
to this point. The planets have aligned and this
Is a one-shot chance to make this happen. So, |
urge you, please, to approve the sale as presented,
as negoti ated, as approved by FMPA, the Cty, FPL,
all parties invol ved.

And | represent 60,000 current FPL custoners.
And | would not be here advocating for this sale if
| had any concern that woul d negatively --
negatively inpact those current custoners. So, |
ask you, please, approve the sale as structured.
And thank you very nuch for your tine and
attenti on.

CHAI RMAN GRAHAM  Thank you, sir.

Yes, sir.
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COMM SSI ONER ZORC: Hi .  Good norning. Tim
Zorc, County Comm ssioner representing District 3.
Thank you, M. Chairman and nenbers of the Public
Servi ce Conm ssi on.

Si nce 2012, | have attended every board
neeting of the FMPA -- since 2012 -- as well as
conferences -- any opportunity where | can be
proactive in a roomwth support of their nmenbers
of how could we nake a deal with Vero Beach
El ectric go through.

District 3 also covers 50 percent of the Cty
of Vero Beach and about 50 percent of the outside
custoners. So, | have concerns for both sides.
And | would not be here if I felt I would be
harm ng the existing 50-percent custoners of -- of
Fl ori da Power & Light.

This is not the first time that Vero Beach has
been -- Vero Beach Electric has been offered for
sale. Here is an article from 1974: Vero Beach
Accepts Florida Power & Light's Ofer. | was 14.
| still have hair, but not -- not as nuch.

Since 1974, 63 percent of the custoners are
now not in the city limts of Vero Beach. Wuldn't
It be best for all custoners to be -- have a voice

and be protected by the rates that are under the
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scrutiny of the Florida Public Service Comm ssion.

Over the past 12 nonths, the 20 sister cities
of the nenbers of Florida Power & -- excuse ne --
of FMPA have all voted in favor of allow ng the
Vero Beach sale to go forward. Wen do you ever
get 100 percent of anything you would |ike?

100 percent is clearly a stunning, successful vote.
And they see the benefit and why is it good for our
rat epayers in our area.

When we talk in ternms of the -- the pain that
t he custoners have been paying -- going over the
| ast three decades, they've paid an excess of
hi gher rates of over a half of a billion dollars.
That's with a "B." It's $20 nmillion a year;
$54, 000 a day; $2,400 an hour in higher rates these
custoners have had to endure for the last -- |ast
nunber of decades.

Today, | ask you, the nmenbers of the Florida
Public Service Comm ssion, to vote in favor of the
sale as currently structured. W were here before.
You, in essence, told us that -- sone of you were
not present at the tinme -- go back, figure out a
way to conme up with a win-win situation for
everyone. Everyone took that to heart. W worked

diligently, all the cities, the counties, Florida
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1 Power & Light.

2 W wish to thank all those that have hel ped

3 bring us to -- here today. And | thank you in

4 consi deration of support of approving the deal

5 as -- as it is currently structured. Thank you.

6 CHAI RMAN GRAHAM  Thank you, sir.

7 And by the way, hair is overrated.

8 (Laughter.)

9 CHAI RMAN GRAHAM  Any ot her el ected officials?
10 Ckay. Former Mayor Barefoot. Wl cone.

11 MAYOR BAREFOOT: (Good norning, at |east for

12 anot her 15 minutes. Good norning, M. Chairnman and
13 Conmm ssioners. |'mBrian Barefoot. And the |ast
14 time | was before you, it was al nost three years

15 ago. | was the mayor of Indian River Shores, a

16 position that | held until | resigned six weeks

17 ago. And | resigned, after five years, because |
18 believed ny primary work was done when all parties
19 agreed to this transaction.

20 When here previously, | told you about the

21 unique el- -- electric-utility problens that had

22 pl agued our community for years. | told you about
23 our residents having to pay sone hi gher elec- --

24 sonme of the highest electric utility rates in the
25 state, while having no vote on how the -- the
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utility set its rates. | told you about an

unregul at ed nonopoly that ny constituents had to

put up wth.
As M. Kelly would renenber -- he's in the
back of the room-- | told you about our residents

pl eading with the Ofice of Public Counsel for
protection, but being told that the Public Counsel
didn't have the authority to help. The Public
Counsel now has the ability to help by supporting
this transaction.

| comm ssioned -- Conm ssioners, | told you
all those things, and then | asked you for all your
help. You did listen quite politely. You
i ndi cated you were enpathetic to our problens, but
then you said you weren't in a position to help at
the tine.

Conmmi ssi oner Brown, you were the chairperson
at this tinme, and you encouraged us to go back and
wor k on a conprehensive solution that woul d be
beneficial to all stakeholders. W carefully
consi dered what you sai d.

We suspended our lawsuit. We rolled up our
sl eeves. We worked with our neighbors in the Gty
of Vero Beach, the county. W worked with FPL. W

wor ked with our |egislators, many of whom are here
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today, and you've heard from W' ve worked with
the QUC, with the FMPA, and wi th general

manager/ CEQ, Jacob Wllianms. |In fact, M. WIIlians
traversed this state, neeting with his nenbers,
expl aining the benefits to themand their
constituents.

Everyone i nvol ved shoul d be commended. Sone
said this could never get done, but they were
wong. By working together, |I'mproud to say we
cane up with a carefully-structured sol ution that
provi des |long-term benefits to everyone.

Let ne give you a real-world exanple of just
one of those benefits. [|I'mvice chairman of the
foundation board of a not-for-profit hospital that
serves the Indian county -- Indian River County
regi on.

I f you approve FPL's petition, that hospital
woul d save nore than $700, 000 per year in
el ectricity costs. Just inmgi ne what additiona
heal t hcare services can be provi ded the needi est of
those anong us if this not-for-profit hospital had
an additi onal $700, 000.

Tal k about the public interest. To ne -- and
['"'msure you will agree --

CHAl RVAN GRAHAM  Mayor Barefoot --
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1 MAYOR BAREFOOT: -- that's a trenendous
2 benefit.
3 CHAl RMAN GRAHAM  -- your time is up. Thank
4 you, Sir.
5 Bruce Muy.
6 MR, MAY: Good norning, M. Chairman, nenbers
7 of the Commssion. |'mBruce May with the law firm
8 of Holland & Knight. | represent the Town of
9 I ndi an River Shores, but |I'm wearing anot her hat
10 t oday.
11 | formerly represented the Sebring Uilities
12 Comm ssion in an earlier proceeding discussed in
13 the staff recommendati on. Wen you' ve been around
14 for a while, things have a way of com ng around
15 full circle.
16 So, that's where | find nyself today. |'m
17 here today to -- to hopefully briefly explain why
18 the Sebring case should not restrain you from
19 approving this transaction, this very good
20 transacti on.
21 The Florida Public Service Comm ssion approved
22 the Florida Power Corporation acquisition of
23 Sebring on Decenber 6th, 1992. Now, why do |
24 remenber that date? Because ny youngest daughter
25 was born at 4:30 a.m at the Tall ahassee Menori al
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Hospital. | welconed her into the world, held her
for about an hour, took a shower, put a tie on, and
cane to this Conmm ssion roomfor the Sebring

heari ng.

So, suffice to say, ny wife was not very
pl eased about Sebring then, and she has not
forgotten. And now I'moften rem nded about that.
It's one of those sore spots in our marriage.

(Laughter.)

MR, MAY: So, |I'mvery famliar with the
Sebring case. It's also a case that's conpletely
different fromFPL's acquisition of Vero. On a
nunber of different levels -- I'"mgoing to give you
three basic distinctions: First, Florida Power
Corporation, itself, projected that the acquisition
of Sebring would only benefit Sebring custoners.

It would provide no benefit to the other custoners
of Fl orida Power Corporation.

In fact, the evidence in that proceeding -- at
the very front end of the process, Florida Power
Corporation projected that its other custoners
woul d be harned; second, Florida Power
Corporation -- that its other custoners would be
significantly harnmed unl ess Sebring custoners paid

a surcharge. Here, it's just the opposite. Expert
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testinony shows that FPL's ot her custoners would
recei ve substantial benefits.

And finally, both Florida Power Corporation
and Sebring agreed at the very front end of the
process. Mchael Walls' partner, Nat Doliner, was
representing Florida Power Corporation at the tine.
| was representing Sebring. So, we |ived and
breat hed that case.

At the very front end of the process, the
parties agreed that the Sebring custoners should
pay a surcharge. That is not the case here. A
surcharge was never part of the negotiations and it
was -- never needed to be part of the negotiation
because this deal provides 105 benefit -- mllion
dollars in benefits to FPL's other custoners.

And | -- wth all due respect, | beg to differ
with the Ofice of Public Counsel's expert. | --
["mcontinuing to scratch ny head how the O fice of
Publ i ¢ Counsel can oppose a transaction like this
that's taken decades, decades to solve. So many
stars had to align.

So, Comm ssioners --

CHAl RMVAN GRAHAM M. May --

MR, MAY: -- I'mjust going to wap it up.

CHAl RVAN GRAHAM  Your tinme is up, but I
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1 bel i eve Conm ssi oner Brown has got a question for

2 you.

3 MR MAY: kay.

4 COMWM SSI ONER BROMWN:  Can you wrap it up?

5 MR MAY: | -- | -- | can.

6 (Laughter.)

7 MR MAY: As M. Litchfield pointed out, the

8 Sebring decision, itself, stated, quote, "It has no

9 precedential value." But the Sebring decision also
10 says, on that sane page, Page 11 of the order -- it
11 says, quote, "Unique problens require unique

12 solutions.” And that's precisely the point here.
13 You have an opportunity today to approve a uni que
14 sol ution and resolve, once and for all, this unique
15 problemthat's plagued this state for decades.

16 My client and | respectfully ask that you do
17 just that.

18 Thank you.

19 CHAl RVAN GRAHAM  Thank you, sir.

20 Jon Moyle. Not used to seeing you there.

21 MR, MOYLE: No. No. I|I'mnot used to being

22 her e.

23 It's a -- anyway, but per your request, | --
24 ' m speaki ng on behalf of the Florida Industrial

25 Power Users Goup. And this is a big issue. It's
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a PAA, so we have been nonitoring this issue. And
| thought | would just make a few conmments, really,
about the policy issue with respect to the

acqui sition adjustnent.

And your staff has done an analysis of that.
They' ve tal ked about the policy in Sebring. And
you all, in a whole bunch of other areas, have
policies to say, you don't do things that hurt the
general body of ratepayers, that are a di sadvant age
to the general body ratepayers.

And it seens that there are sone people saying
this is not hel ping the general body of ratepayers.
The OPC expert says the nunber is off by 41
mllion. Now, there's not been any evidence to
date. No one has been sworn. So, you know, it's
argunent at this point.

But -- but |I think that, with respect to this
busi ness nodel -- it's a not a secret. JEA is also
| ooki ng at possibly selling their assets. The way
this business nodel is set up, according to ny
notes is the net book value is 69 mllion and FPL
Is paying 185. So, that's a prem um of 116.

And what's being asked is not that ratepayers
and sharehol ders split that 116. |It's being asked

that all that 116 mllion is going to be provided
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by the general body of ratepayers, FIPUG nenbers,
ot her general ratepayers. That's going to be part

of what nekes this deal get done. And then it's

li ke, well, what's the benefit to those ratepayers.
And | -- I'mnot sure that there is a benefit.
I know that -- that there's an analysis that FPL

has put together that says it's going to save
noney, but in your own staff analysis, they
guestion the assunptions. And they say, you know,
if you just switch those around, based on the

timng of them it's a $22-million |oss.

So, | think, to today say, oh, yes, we're
going to -- we're going to say that the general
body of ratepayers are going to -- are going to put
in 116 -- it sets a bad precedent, in ny opinion,

with respect to going forward. Wat's the JEA
prem um goi ng to be?

And then you've got to renenber what happens
with this. This is a regulatory asset. So -- so,
there's not nuch risk associated with a regul atory
asset. It's an accounting nechanism And the
staff analysis says that this is going to cost
rat epayers another $92 nmillion because FPL w ||
earn on the regulatory asset. So, it's another

92 mllion, net-present-valued around 50. That's a
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1 | ot to ask the general body of ratepayers to

2 st omach.

3 | respect a lot of the people on -- on this

4 issue. | knowit's been a tough issue, but your

5 policy is not to saddl e the general body of

6 rat epayers with these kind of costs, absent

7 extraordi nary circunstance.

8 And this has gone on a long tinme, but you

9 know, absent any w tnesses being sworn --

10 litigation, you have a lot of litigation. A |lot of
11 cases involve a lot of litigation, but I -- | think
12 it's a cautionary tale with respect to what

13 potentially may be com ng down the road wth JEA
14 You just had Gulf Power be acquired.

15 | don't know if that --

16 CHAl RVAN GRAHAM M. Moyl e.

17 MR. MOYLE: That is a serious issue that you
18 have today. And | think staff is on to sonething
19 Wi th respect to recommendi ng that the ratepayers
20 don't eat all of this noney.

21 CHAI RMAN GRAHAM  Thank you, sir.

22 MR, MOYLE: Happy to answer any questions if
23 you -- if you need ne to.

24 CHAl RVAN GRAHAM  |s there anybody el se that
25 w shes to speak before we -- yes, sir. Nane and
Premier Reporting (850)894-0828 Reported by: Andrea Komaridis

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



48

1 address for the record and you have three m nutes.
2 MR, HERAN. Good norning, ny nane is denn
3 Heran. | live at 1095 Anethyst Drive in Vero
4 Beach.
5 | am an outside customer of Vero Beach. One
6 of the prinme benefits of this deal is to provide
7 representation fromthe Ofice of Public Counse
8 and the PSC to outside custoners, |ike nyself, who
9 have been deni ed those protections for decades.
10 And here, the Ofice of Public Counsel is fighting
11 agai nst ne.
12 Allow ne to begin by saying this surcharge, as
13 proposed by staff, will kill this carefully-
14 structured deal. And that would be a tragedy for
15 Vero Beach and the state of Florida as a whole.
16 Allow nme to explain. Vero Beach's rates are
17 currently 28 percent higher than FP&L. That neans
18 we pay nore than $20 nmillion a year nore in higher
19 rates each and every year, nerely to transfer
20 $6 million in so-called profit to the general fund.
21 But 60 percent of that anmount has been paid by
22 out si de custoners through unregul ated rates. In
23 fact, the Cty has been economcally incentivized
24 to raise utility rates and transfer that noney
25 toits -- instead of raising taxes on its own
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constituents. That -- and they've been doing it on
the backs of custoners. That is the nodern-day
exanpl e of taxation w thout representation.

This isn't just a problemin Vero Beach. It
happens all over the state of Florida. There are
approximately one mllion Floridians who are
out si de custoners of governnent-run utilities who
have no protection fromunregul ated rates.

33 municipalities in the state of Florida have
rates that are, on average, 20-percent higher than
those of FP&L. That neans the nunicipal electric
custoners lose half a billion dollars each and
every year, nerely to transfer $270 mllion to
their general funds.

If this deal is denied today, you wll set a
terrible precedent. CQutside custonmers wll be
deni ed future protections, and nunici pal custoners
t hroughout the state of Florida will be denied the
opportunity to choose. They wll be forever held
prisoner to | ess-efficient governnent-run
utilities.

| have personally fought for this deal for
over ten years. And Vero Beach has been fighting
to sell to FPL since the 1970s. |In fact, the

presi dent of the taxpayer's association in Indian
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Ri ver County -- his dad fought, in 1976, to sel
and was thwarted by a governnent bureaucracy. Hi's
son continues that battle today. Two generations
have fought for this in Vero Beach, and Vero has
fought and paid | ong enough.

Pl ease approve this deal as structured, for |
do not wish to conderm ny children to fight this in
a third generation. Thank you.

CHAI RMAN GRAHAM  Thank you, sir.

Anybody el se that wi shes to speak?

MR LITCHFIELD: M. Chairman, at a point, we
have M. Bores here, who is available to address a
couple of the points that have been raised with
respect to the estinmate or respond to questions. |
don't know when you have in mnd that that m ght
occur on the agenda, but | just wanted to ensure
that --

CHAI RMAN GRAHAM  There's plenty of tinme for
t hat .

Staff, we're back to you guys, if you wish to
comrent on anything from Fl ori da Power & Light,
Vero Beach, OPC, or any of the people fromthe
publi c.

M5. CONDERY: Comm ssioners, | would first

just like to address the precedenti al -val ue i ssue,
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briefly, to put things in context. | believe what
the Sebring case was tal ki ng about, stating that
that case was not going to be precedential, is that
the Commi ssion was not signaling a change in their
regul atory policy as to acquisition adjustnents.

And if you would, | would just like to read
t he concl usion of that order because we've had bits
and pieces of it taken out. And | think hearing it
in context will give it a good picture --

CHAI RMAN GRAHAM  Ckay.

M5. CONDERY: -- if that's okay. Al right.

"We believe that it is in the public interest
to grant the relief the petitioners have requested
here. On the record before us, it is clear that
FPC s acquisition of Sebring Electric Systemis the
nost - reasonabl e resolution to Sebring' s financi al
probl ens" -- you renenber bankruptcy.

"From our regul atory perspective, the case has
been a difficult one. As a general rule, we do not
preapprove the prudence of rate-base acquisitions
outside of a rate case, nor do we usually permt
acquisition adjustnents, particularly outside of a
rate case.

"As a general rule, we do not permt utilities

to identify a pool of debt costs and apply those
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1 costs to a particular set of custoners.
2 nevert hel ess, uni que problens require unique
3 sol utions and, under this particular set of
4 extraordi nary circunstances, we believe our
5 decision is in the best interest of all concerned.
6 "To those who woul d vi ew our decision here as
7 precedent, we uncategorically state that this
8 deci sion has no precedential value. It is limted
9 to the unique facts of the case" -- "in this case.
10 It does not signal a change in our regulatory
11 policies in any way."
12 And | just thought that would all ow sone
13 clarity regarding staff's recomendation, the
14 intent of which is to be consistent with our
15 regul atory policies.
16 MR, MAUREY: Good afternoon.
17 CHAI RMVAN GRAHAM  Good aft er noon.
18 MR, MAUREY: Wthout the trees, there is no
19 forest. And Dr. Seuss was right, soneone has to
20 speak for the trees. And where you -- this
21 recommendati on i s about a principle.
22 The status quo is that any prem um paid over
23 net book value in acquisition of a utility by
24 another utility should not inpact the determ nation
25 of rate base.
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A positive acquisition adjustnent is an
exception. It's not a standard. |It's not to be
expected. Only in unique cases involving
extraordi nary circunstances should a regul ator even
entertain the suggestion of a positive acquisition
adj ust nent .

And -- and there's a reason positive
acquisition adjustnents are so rare for electric
utilities. A positive acquisition adjustnent
represents a departure from sound regul atory
policy. They're -- they are not the standard.
They are not the norm

Positive acquisition adjustnments have been
nodest in anount and infrequent in occurrence when
t hey have been granted. Positive acquisition
adj ustnments do not represent a contribution of
capital to public interest.

And our chief concern with the -- with the
proposal before you is that a cunul ative-present-
val ue-revenue-requi renent anal ysis was sonmehow
bei ng suggested as a substitute for the
Comm ssion's informed adjust- -- informed judgnent
on whether to grant a positive acquisition
adj ust nent or in what anount.

It's a two-prong process. The first prong is
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should -- are extraordinary circunstances
denonstrated. Should the Commi ssion -- then and
only then, should the Comm ssion entertain what
anmount m ght be reasonably determned to directly
benefit the custoners that are being asked to pay
t he acqui sition adjustnent.

And that's the perspective that we're com ng
from W're -- and we're happy to answer any
speci fic questions. Thank you.

CHAI RMAN GRAHAM  Thank you, staff.

We're going to take a quick five-m nute break.
We're going to cone back to M. Litchfield so he
can reply to what you've heard up here, and then
we'll bring it back to the Comm ssion.

(Brief recess.)

CHAI RMVAN GRAHAM  Ckay. There's three of us
here. So, M. Litchfield, you're on.

MR, LI TCHFI ELD: Thank you, M. Chairnman and
Conmm ssi oners.

So, one comment fromne, and then I'mgoing to
get M. Bores here beside ne. And it is this, with
respect to the acquisition adjustnent: So, we --
we fully understand and appreciate the regul atory
policy that goes with the careful scrutiny of

acqui sition adjustnents.
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| would say that, in the context of Uility A
acquiring Uility B, where Uility B is already
regul ated, has a rate base, it is clearly, right,
going to be an issue as to whether the regul ator
allows Uility B s rate base to be increased by the
acquisition adjustnment. That's sort of the classic
case in which these acquisition adjustnents are
scrutinized and the extraordi nary-circunstances
di scussion is appropriate.

Here, we're not acquiring another utility
that's going to renmai n outstandi ng, operational,
subject to jurisdiction with its own rates, and
asking for an acquisition adjustnent to be enbedded
inthat utility's rate base for purpose of setting
rates.

We're asking to acquire the systemt hat
currently serves the Vero Beach custoners and w ap
it or integrate it into the |larger FPL system
Vero Beach, as | said is a very, very snall system
relative to FPL's. And it is because of this that
t he econom cs just work.

And we are not |like a Sebring. W're not |ike
an FPC, at that tinme, where we're projecting that
the -- that the opposite would occur. Here, we're

projecting benefits by a w de nargin.
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And to that point, M. Bores is the individual
who prepared the estimate. He's done a |ot of the
estimates that have served as the basis for other
transactions that have recently been approved by
t hi s Conm ssi on.

And he'll talk to you about the rigor of that
anal ysis, the conventional way in which we approach
it and probably take an issue or two with a couple
of things that M. Kollen nmay have sai d.

Thank you.

MR, BORES: Good afternoon, Chairman --

M. Chairman and Conm ssioners. Scott Bores with
Fl ori da Power & Light.

First off, I -- |1 want to reiterate a point
that M. Litchfield just made. This analysis was
prepared with the sane rigor as all anal yses we
present before this Comm ssion, which includes
usi ng our -- our conpany-approved assunptions with
the five-year planning horizon as well as kind of
what we view as realistic assunptions that we have
to make for the longer term given that these are
30-year anal yses.

As with all anal yses presented before this
Conmm ssion, we start off with devel oping what is

the i ncrenental cost and i nvestnent needed to serve
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the Gty of Vero Beach. So, in our analysis, we
i ncl uded such things as hardeni ng costs,
reliability investnents on the distribution side in
order to be able to bring sone of the technol ogy
that hel p us detect outages, as well as custoner-
service costs to bring themonto our snart-neter
oper ati ons.

| did include distribution O & M and custoner -
service O& M | think it's inportant to clarify
what are sone of the synergies we're going to get
as a result of this transaction that provide the
benefit to custoners.

| can sit here and say there's going to be no
addi ti onal back-office accounts. Wrking in
finance there's no additional cost for us to take
on 35,000 custonmers. M. Litchfield in legal --
there's no additional |egal costs or |awers com ng
onto our payroll to be able to support this
transaction. And that's true for all the
back-of fi ce functions across Florida Power & Light.

One area where you are going to see trenendous
savings deals with our ten-year site plan. And I
thi nk sonme of the confusion people had was no
i ncrenental generation until 2033.

These custoners are going to be paying FPL
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rates, which nmeans they will be paying for both
keechobee and Dani a Beach. They'l|l be
contributing revenues that our custonmers would have
ot herwi se paid by thensel ves to support plants that
you have approved, by this Conmm ssion, for need, as
wel|l as cost-effective solar that we plan to add
during the ten-year site plan.

Vero Beach is going to be contributing revenue
at our rates to help pay for these costs, which |
think is an inportant point in this analysis and
hel ps provide a lot of the CPVRR benefit in this
transacti on.

In addition, one point M. Kollen raised is
with tax reform Tax reformactually increases the
benefit to custoners; as we provided through
di scovery, increases the benefit to $127 mllion.

There al so seens to be sone concern with
our -- our revenue projections. W do have a base-
rate increase, we assune, in both '21 and '22 when
we thought the agreenent was going to expire back
in Cctober, when we prepared this anal ysis.

I f you renove those base-rate increases, as
well as the 1-percent assuned base-rate increase we
have each year heading out into the future, and

account for tax reform there is still a benefit to
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custoners as a result of this transaction.

So, hopefully that gives you sone | evel of
confort that, even with our aggressive revenue
projections that we have in the nodel, which we
view as realistic, that there is a net benefit
projected to our existing custoners as a result of
this transaction.

Thank you.

CHAI RMVAN GRAHAM  So, what | heard you say --
that M. Litchfield is working for free today.

MR LI TCHFI ELD: That's al nost al ways true,
M. Chairman.

(Laughter.)

CHAl RMAN GRAHAM  He said there was no added
cost to this.

Okay. Comm ssioners, who wants to go first?
O I'll entertain a notion.

Commi ssi oner C ark.

COMM SSI ONER CLARK: I'Il ask a quick question
related to cost of service.

In sone of the previous hearings, we've

di scussed -- there's been suggested that you may
have over- -- you nmay have over-projected your
capacity -- you nmay have over-projected your

capacity needs for the future.
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Wul d addi ng these additional custoners help
to account for that additional capacity, the 25-,
30- percent reserves that you guys have? Are you
going to be able to sell out of that nargin?

MR BORES: Yes. So, by adding sonme of the
solar -- | think, in prior hearings, | have heard
that we are above our 20-precent reserve margin.
So, what you'll have here is these additional
custoners are going to help pay for that capacity,
right, that would have been otherw se paid by FPL
cust omers.

So, based on our current ten-year site plan,
we are not projecting any increnental generation
until 2033 to serve them So, they will just be
using the capacity that we're currently projecting,

but help pay a portion of that.

COMWM SSI ONER CLARK:  If you were -- if you
began to run into -- run up agai nst your capacity,
your margins -- begin to eat out of your margins

too nmuch, what woul d be your plan to accommbdate or
add additional margins there?

MR, BORES: So, in that short term we do hit
that situation in 2027, where we assune we have an
incremental PPA in order to be able to neet kind of

the Vero |l oad. And we have included that cost
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wi thin our analysis to kind of burden that as an
I ncrenental Vero cost.

COMM SSI ONER CLARK:  The PPA that you're
di scussing wwth -- that you have in place with
QUC -- what will you do with the energy that is
produced off of that PPA in the short ternf

MR BORES: | am probably not the best person
to answer that. | can have M. Forrest, right

behi nd nme, answer that, if you'd I|ike.

COMM SSI ONER CLARK:  I'Il pick up one nore
guestion. Could you tell nme the -- | don't know if
you' ve analyzed it or not -- the system/load factor

for FPL versus the systemload factor for Vero?

MR BORES: | personally have not anal yzed
that, so | could not answer that question. | know
they're going to bring about 150 negawatts of
addi tional |oad to our sumrer peak.

COMW SSI ONER CLARK: 150 to summer ?

MR, BORES: Yes.

COMW SSI ONER CLARK:  What -- what will they
hit to wnter?

MR. BORES: | don't know that nunber off the
top of ny --

COMM SSI ONER CLARK:  Are they a summer- -- |

assune they're --
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MR, BORES: They're a sumrer-peaking --

COMM SSI ONER CLARK:  They' re sunmer - peaki ng.

MR BORES: Yes.

COMM SSI ONER CLARK:  Your system aggregate is
W nter-peaking; is that correct?

MR BORES: No, we are also a summer-peaki ng
as well.

COMM SSI ONER CLARK:  You're al so sumrer -
peaking as well. ay. Gay. Thank you.

MR, BORES: You're wel cone.

CHAI RVAN GRAHAM  Anybody el se?

Conmmi ssi oner Brown.

COW SSI ONER BROMN:  Thank you.

So -- and this is a question for staff. And
it's clear to ne there are fundanental threshold
guestions that need to be net first. And based on
t he di scussions today, the information in the
docket, the initial threshold of extraordinary
ci rcunst ances have been net, correct?

MR SMTH. Yes, that's correct, in our -- in
our recommendati ons, Conm ssi oner.

COMM SSI ONER BROMWN: | think, if ever there
was a case, in recent history, this is the pinnacle
of extraordinary circunstances, but | just want to

make sure staff is saying that.
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And then the next threshold question that we
need to get to is whether the transaction --
termnating the territorial agreenent is in the
public interest, correct?

MR SM TH: Correct.

COMM SSI ONER BROMN:  And you're saying that it
Is in the public interest?

MR SMTH Yes. That's staff recommendati on,
yes.

COMWM SSI ONER BROMWN:  So, then, really, in
listening to M. Maurey's question -- or response
earlier, it appears to ne as if the issue really is
just how the anal ysis was conducted, the CPVRR and
t he assunptions that were used.

Are there any other alternative nethod- --
net hodol ogi es to anal yze this transaction?

MR. MAUREY: Yes, there are alternatives to
estimati ng what that -- that going-concern val ue
m ght be. Qur -- as | nentioned earlier, our chief
concern was replacing the Comm ssion's inforned
judgnent with the CPVRR analysis. W -- we've
passed that point.

Now, if you talk about what is a reasonabl e
anmount of a goi ng-concern val ue or what would

becone the acquisition adjustnent, yes, there are
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al ternatives.

COW SSI ONER BROMWN:  Ckay. Let's walk -- wal k
us through sonme of those.

MR SMTH  Sure. | can do that for you
Conmm ssi oner .

First I would Iike to kind of address why
staff used the Sebring case at all, with sonme of
t he concerns raised.

COW SSI ONER BROMWN:  You don't have to.

MR SMTH I'mjust going to get into -- into
the valuation of -- of how we kind of derived --
derived that. Staff doesn't -- staff believes

that, in the Sebring case, the way that going-
concern, which is really what staff is relying on
that -- that case for -- is just how we derive a
goi ng-concern val ue in an accusation adj ustnent.
And that's really all we're using that -- that case
for is how we derived that going concern.

In the Sebring case, the going concern was

derived by an FPC wi tness, Warren. It was derived
by taking transm ssion -- sorry -- distribution
costs for the -- the Sebring system and

extrapol ating them out per custoners and then
runni ng present-val ue cal cul ati ons.

The ultimate result is seen over the tine of
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bui |l di ng out a custoner base. In the Sebring's
case, it was 13,000; in Vero Beach, it wll be
approxi mately 35, 000.

Over the tinme of building up that custoner
base, what is the present value of having those
custonmers on day one versus having to build them
out over a present-value calculation of a certain
time period. Staff was able to approximately
cal cul ate sone of those calculations for you in --
in different tine periods.

COMWM SSI ONER BROMWN:  So, | | ooked at -- there
were three cases that were referenced on Page 14 of
the recomendation in the footnote. | pulled them
| looked at it and it | ooked -- and now, they're
not on point exactly, and staff did not rely on it,
but you relied on Sebring, which I do not think i
the applicable case to -- to rely on here.

It did use nodified straight-1ine nethodol ogy
in awarding the full apprec- -- requested anount
because there were extraordinary circunstances in
t hese cases.

MR. FLETCHER In the -- if | may, Bart
Fletcher. In the gas cases, they did use kind of
| i ke a nmethodol ogy of real-tine savings, if you

will, to project -- projected savings. That
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nmet hodol ogy in the gas -- in the gas case is -- is
different than the nethodol ogy here in the voi ded
cost that M. Smth just nmentioned, and the fact of
havi ng an established custoner base day one.

As far as the alternatives that you nentioned
earlier, of course, staff, for the reasons set
forth in its recommendation, believe in the nunber
that we had of 608 in order to determ ne the
21.3 mllion as avoi ded cost; however, there are
ot her scenari os.

That was based on an ei ght-year, two-phase
scenari o, but sticking with the voided costs to
cone up with the going concern, you could | ook at,
just like Wtness Warren did in the case -- he
| ooked at several different nodels.

COW SSI ONER BROWN: R ght .

MR. FLETCHER  He | ooked at a five-year, a
ten-year. And just to answer your question
regardi ng what -- what that -- what that woul d | ook
l'i ke --

COW SSI ONER BROWN:  Yes.

MR FLETCHER -- is, a five-year straight
l'ine using the same principles of the avoi ded
costs, you have --

COMWM SSI ONER BROMN:  Because that's your
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1 bi ggest concern.
2 MR. FLETCHER  Yes, to -- for the repl acenent
3 costs or avoided costs, if you wll.
4 For a five-year straight line, it's
5 37 mllion; for a seven-year straight line, that
6 woul d be 59.9 mllion; and for a ten-year straight
7 line, that would be 74.6 mllion.
8 And those are sone of the options that we can
9 consi der because of the size of the system Ten
10 years is kind of like -- in staff's judgnent, is
11 kind of like -- or opinion, | should say, is --
12 that's kind of like the -- the threshold, as far as
13 the ten-year, as far as the nmaxi num nunber because
14 you' ve got to consider the anount of tine it would
15 take to replace the system
16 Any -- any anmount up -- much above the ten-
17 year --
18 COMM SSI ONER BROMN:  Which we did, though, in
19 the case -- in the gas cases. W did 15 and we did
20 30.
21 MR, FLETCHER: Yeah, those were based on real -
22 time and projected savings at a different type of
23 net hodol ogy, rather than avoi ded costs that we're
24 dealing here with the going concern.
25 COMM SSI ONER BROMN:  I'I1 hold off. Thank
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you.
CHAI RMAN GRAHAM  Conmi ssi oner Pol mann.
COW SSI ONER PCLMANN:  Thank you,

M. Chairman.
Comments fromstaff was -- M. Maurey and then

Smith and Fletcher -- Bart, you can stay there. 1In

follow ng on from Conm ssi oner Brown's comments,

| -- looking specifically at Issue 3, |I'm
under standi ng that what -- what is being discussed
here is really -- it -- kind of a two-part

guestion, even though the issue is stated quite

narromly -- and that is, the identification or

the -- I'Il call it a finding, a determ nation that
we have an extraordinary circunstance -- first and
forenost, to -- to cone to that conclusion; and

that, therefore, we have the opportunity and that
it is appropriate to consider the positive
acquisition adjustnent, so that, | think everyone
may be able to conclude that we've kind of passed
that, what -- what you identified as a threshol d.
So, then, the -- what you've just been discussing
I's how do you determ ne an appropriate dollar
anount, really.

What | heard fromM. -- M. Maurey -- and

I -- 1 would like to reflect on that for just a
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mnute -- is that, our guidance, then, is -- is to
make that determ nation based on our standard
regul atory frameworKk.

W have to have a regul atory standard by which
to assign that so that we're within the four
corners of -- of how we normally conduct our
proceedi ngs and -- and to naintain our -- our
practice of using -- reflecting on a contribution
of capital to the public service. |Is -- is that
a -- an appropriate way to | ook at that?

So, you -- you've | ooked at avoided cost. And
then the question is: Wat is the appropriate
mechani sm by whi ch we nake a financial calcul ation.

MR SMTH. Yes, sir, we believe --

COMM SSI ONER POLMANN:  Is that a fair
statenent, inny -- I'"'mjust trying to
understand - -

MR. FLETCHER: You are correct, yes.

COMWM SSI ONER POLMANN:  -- the various
scenari os that you' ve | ooked at.

Is that really a financial analysis of how we
| ook at the capital investnent that would be
necessary in order to -- in order to understand the
dol l ar value of the distribution systemfor this

cust oner base?
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MR SMTH: The calculation that -- that staff
has offered in its recommendati on and then the one
we just offered is based off of what the going-
concern val ue woul d be of an established custoner
base versus buil ding that out.

So, therefore, that would -- would cone into
avoided cost. It -- if there's inherent val ue of
havi ng that 35,000 custoners, what's the avoi ded
cost of having themcurrently versus having to
build that custoner base out. And that's what
staff is considering, the value, the dollar anount
of that.

And again, the tine period of building out
t hat base would be kind of what would be the -- at
I ssue, how |l ong that should take. But that is the
avoi ded cost, the value of having it in hand versus
having to replace it or -- or build it out over a
certain period of tine.

COMM SSI ONER POLMANN:  So, to -- Conm ssi oner
Brown, I -- | think what you were asking is -- and
where we have sone latitude is to nmake that
judgnent. G ven that the system al ready exists,
we're -- we're | ooking now at kind of a
hypot heti cal .

If it didn't exist today and it had to be
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built, what -- how would we ook at it, as if it
were to be built and -- and the present value --
maybe |1'' musing the wong words, but |'mjust
trying to understand, other than the staff having
presented a particular value, mght -- what m ght
be anot her value, for exanple, if | understand your
guesti on.

COMW SSI ONER BROMWN: M. Chai r man?

Yes, that was -- Conm ssioner Pol mann, because
| believe there are a | ot of other ways to eval uate
this, and I wanted to explore that path a little
bit nore with staff. And | do think we have w de
| atitude. So, thank you for that point.

CHAI RVAN GRAHAM | think M. Litchfield may
be able to answer your question, Conm ssioner
Pol mann.

MR. LI TCHFI ELD: Thank you, M. Chairman.

"Il take a shot at it.

We | ook at this, and we hope that you would
look at it really no differently than any ot her
i nvestnment that we're naking. |In fact, we recently
had approved by this Conm ssion investnents in the
buyout of certain purchase power agreenents that
allowed us to retire sone coal units.

Those projects, those transactions, those
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anal yses, were all predicated on, essentially, the
sane approach that we have taken here today with
respect to Vero Beach.

So, we view this as a investnent of
$185 million. It's just recovered in different
ways. And, to nme, the ultimate question is does
that investnent produce benefits.

Now, the public-interest standard that staff
gquoted is does it do any harm And they said, at
| east, change or assum -- or reassignnment of the
obligation to serve does not harm So, if that's
the standard, we have far exceeded it in terns of
does the actual investnent do any harm W say no.

W say, to the contrary, it adds north of a
hundred mllion CPVRR benefits. |If you add on the
tax reformto it, it goes up to 127 mllion, by our
calculations. And so -- so, that's the way we're
| ooking at it.

And so, when we see that staff has tried to do
an anal ysis extrapolating fromthe Sebring case,
again, 25 years old, on a different set of facts
and circunstances than we're | ooking at here today,
we -- we are scratching our heads a little bit, not
the | east of which is because we -- we had a fair-

mar ket val ue established through an i ndependent
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expert that was submtted in -- in testinony that
wasn't even nentioned in the staff recommendati on.

And again, this individual, David Herr is his
name, would be here for today, but for the fact
that he's attending his daughter's high school
graduation -- so, that's definitely passed. Bruce
may have m ssed that signal 25 years ago.

(Laughter.)

MR, LI TCHFI ELD: But -- but he -- he's the
sane gentl eman who perforned the fair-narket-val ue
anal yses that supported each of those three
transactions | alluded to earlier, the Cedar Bay,

the ICL, and the St. Johns Ri ver Power Park

proj ect.
So, that's -- Conm ssioner Polnmann, that's
sort of the way we're looking at this, and we -- we

think, ultimately, is the way public-interest test
ought to be neasured: Are -- are we at |east doing
no harmto our general body of custoners.

You heard a nunber of representatives here who
have responsibility to carry interests of both the
new custonmers and existing custoners. W're in
alignnent with them

We woul d not be proposing -- we would be

where -- where FPC was in the Sebring case if the
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math was different, saying we are not going to put
costs on our custonmers. W're the |ast person who
woul d be telling tell you to place costs on our
custonmers in this context. So, that's the way
we're looking at it.

CHAI RMAN GRAHAM  Thank you, sir.

Comm ssi oner Pol mann, you have the floor. Are
you done?

COW SSI ONER PCLVANN: 1" Il -- 1"Il defer.
Thank you.

CHAl RVAN GRAHAM  Ckay. Conmm ssioner O ark?

COMWM SSI ONER CLARK:  Thank you, M. Chairnman.

| think this really comes down to us sitting
down and evaluating a very-specific set of facts
and circunstances. And this is nore on an
i ndi vidual basis, to nme, than | ooking back at
previ ous cases.

W -- there haven't been a | ot of these.
think this is the -- the first one since 1992 that
has occurred. | think a |ot of things have
changed, not only in the regulatory environnment,
but in the utility environnent, over the |ast 20
years as wel |l .

And | think that it's up to us to determ ne

whet her extraordi nary circunstances actually exi st
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1 and whether or not that warrants a -- a positive

2 acqui sition adjustnent.

3 You know, everybody this norning, in -- in the

4 territorial discussion, was quoting the Gulf Coast

5 vs. Johnson case. And | was | ooking at

6 specifically sonething in there earlier. And --

7 and one of the things | read said the public

8 interest is the ultimte nmeasuring stick to guide

9 this Conm ssion's deci sions.

10 And fell ow Comm ssioners, | think that's what
11 this cones down to. This is a fairness issue.

12 This is a public-interest issue. This is sonething
13 that, fromny days, nmany years ago in the utility
14 busi ness, we were all very well aware of this

15 battle that's been going on for the last 12 or 15
16 years.

17 The last thing that | want us to do is for us
18 to be a regulatory roadblock to a transaction that
19 coul d benefit 35,000 custoners. Not only does it
20 benefit 35,000 custoners, but, to ne, | think it's
21 been effectively denonstrated that there is no

22 negative inpact to the existing rate base. And |
23 think that is the overarching issue that is driving
24 my decision in this process.

25 And M. Chairman, | am prepared to nake
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noti ons whenever you're ready to call for them

CHAl RVAN GRAHAM | am prepared to hear it.
You want to do it issue by issue?

COMW SSI ONER CLARK:  Doesn't matter to ne. W
can do themall or we can do --

CHAIl RVAN CRAHAM  Let's start with |Issue 1.

COW SSI ONER CLARK:  -- Issue -- Issue --

CHAl RVAN GRAHAM | don't think anybody has
any debates of --

COW SSI ONER CLARK:  Al'l right.

CHAI RMVAN GRAHAM  -- [Issues 1 or 2.

COMW SSI ONER CLARK:  Right. Mve --
M. Chairman, | nove staff on Issues No. 1 and
No. 1.

COW SSI ONER BROWN:  Second.

CHAIl RVAN GCRAHAM  It's been noved and second,
staff recommendati ons on Issue 1 and 2.

Any further discussion? Seeing none, all in
favor, say aye.

(Chorus of ayes.)

CHAI RMVAN GRAHAM  Any opposed?

By your action, you have approved the staff
recommendati ons on |Issue No. 1 and 2.

Ckay. M. dark, you have the floor.

COMW SSI ONER CLARK: M. Chairman, as it cones
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to Issue No. 3 -- give ne two seconds.
M. Chairman, | nove we authorize a positive
acqui sition adjustnment of $116 mllion.

COW SSI ONER BROWN:  Second, but M. Chairman,
if I may, just for clarification, it's
116.2 mllion.

COMM SSI ONER CLARK:  116. 2, thank you.

COMWM SSI ONER BROMWN:  Thank you. Second.

CHAIl RVAN GCRAHAM  It's been noved and seconded
to authorize an acquisition adjustnent of
$1.2 mllion.

COW SSI ONER BROMN: 116. 2.

CHAl RVAN GRAHAM  One -- I'msorry. 116. --

(Laughter.)

MR LITCHFIELD: | was going to object to
t hat .

CHAl RVAN GRAHAM  $116.2 million. |Is there
any further discussion on that?

COW SSI ONER POLMANN: M. Chai rman?

CHAl RVAN GCRAHAM  Yes, sir.

COW SSI ONER POLMANN: I f it -- if the Board
woul d consider, can we bifurcate the issues, the --
the consideration within this issue of the
extraordi nary circunstance separate fromthe dollar

anount of the acquisition adjustnment? | -- | think
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there may be val ue of considering the threshold
I SSue as a separate item

CHAl RVAN GRAHAM  Woul d you like to w thdraw
your notion, briefly?

COMM SSI ONER CLARK:  Yeah, | have no
obj ecti on.

CHAl RVAN GRAHAM  Ckay. Comm ssi oner Pol mann,
woul d you |ike to nake a notion about the
extraordi nary --

COMWM SSI ONER POLMANN:  Wth regard to |Issue 3,
inltem5, | wuld mke a notionto -- for the --
for the Board to find that there are extraordi nary
ci rcunst ances.

And in fact, if we look at the issue --
statenent, should the Conm ssion authorize FPL to
recogni ze a positive acquisition adjustnment on its
books associated with the purchase of COVB El ectric
utility system the first word in the
recommendation is "yes," period. That would be ny
not i on.

CHAl RVAN GRAHAM Do you need to repeat it?
Because | don't know if you have a second yet.

COMM SSI ONER FAY: Mbdtion on extraordinary
ci rcunstances exist -- is that the notion?

COMW SSI ONER POLMANN:  The actual wordi ng:
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Shoul d the Comm ssion authorize FPL a positive
acqui sition adjustnent --

CHAl RVAN GRAHAM  So, your notion --

COMM SSI ONER POLMANN:  The reconmendation is
yes. M notion is that we shoul d authorize
positive acquisition adjustnent in |ight of
extraordi nary circunstances.

COMM SSI ONER FAY: |'l1 second that notion.

CHAl RMVAN GRAHAM  It's been noved and
seconded.

Any further discussion on that notion?

COMM SSI ONER CLARK:  So, M. Chairman, what
does that do in reference to adding an additi onal
Issue to -- to this -- this case? Can we cone
back, now -- is it appropriate to cone back now and
add an Issue 4, and decide what that adjustnent is
wi t hout - -

COW SSI ONER PCLMVANN: Wl | - -

CHAI RMAN GRAHAM  No, | believe what he's
doing is just bifurcating the -- the issue.

COMM SSI ONER POLMANN:  |'m just saying that --

CHAl RVAN GRAHAM  So, first, you need to --
al nost |ike sonetinmes you need to decide if you
want to have oral argunents.

COW SSI ONER CLARK:  Yeah, | --
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CHAl RVAN GRAHAM  And then --

COMM SSI ONER CLARK: | have no di sagreenent.
I|"mjust wanting to nmake sure it does not prohibit
us from com ng back --

CHAl RMVAN GRAHAM  No -- well, we're -- we'l
cone back into the dollar anount, assum ng -- but
he's -- he wants to nmake sure he's draw ng that
threshol d |ine.

COMW SSI ONER CLARK:  Yes, sir.

CHAl RVAN GRAHAM  You' ve got to get over that
threshol d --

COMM SSI ONER POLMANN: | want to do a Part A
and Part B.

COW SSI ONER CLARK:  And ny notes, | had that
as the original notion anyway. So, |I'mgood with
it. So, we're good.

CHAI RMVAN GRAHAM  Okay. Any ot her di scussion
on is this an extraordi nary circunstance?

| actually have a conmment. | guess this is
where, not all the tinme, we all agree up here. And
this is where, | guess, we agree to disagree. |
don't think this is an extraordinary circunstance.

Staff, of our -- the Munis that we have in the
state, how many of the Minis actually serve people

outside of the city limt?
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1 MR, FLETCHER: | don't know t he exact nunber,
2 but | do know there are several nunic- --
3 muni ci palities that serve outside their city
4 limts.
5 CHAl RVAN GRAHAM  Woul d you say nost of thenf
6 MR, FLETCHER: | don't know t he exact nunber.
7 M5. DRAPER: Conm ssioners, this is Elisabeth
8 Draper. | briefly touched base with the FMPA this
9 norning. And they infornmed ne, based on the study
10 t hey had done a few years ago, that the Gty of
11 Vero Beach serves the nobst custoners outside the
12 city limts, but a few years ago, several other
13 Munis were close to serving approxi mately
14 50 percent of their custoners outside of their city
15 limts. And those were Jacksonville Beaches --
16 CHAI RMVAN GRAHAM  You don't need to --
17 M5. DRAPER. -- Kissi- --
18 CHAI RMAN GRAHAM  You don't need to nane them
19 M5. DRAPER: (Ckay. There were, |ike, four
20 ot her ones that were close to the Cty of Vero
21 Beach.
22 CHAI RMAN GRAHAM  So, about half of them serve
23 peopl e outside the city limts.
24 M5. DRAPER: Not -- not half. About four
25 nmore -- four in addition to the Gty of Vero Beach.
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So, that's five out of -- | don't know what the
total nunber is, to be honest -- 45 nunicipalities,
| heard in the background.

MR FUTRELL: M. Chairman, Mark Futrell

Qur experience and general know edge is that
many nuni cipalities serve outside of their -- their
boundaries, the nunicipal boundaries. W don't
have an exact nunber and presune we have sone --
sonme i nformation based upon a few

We don't have a precise nunber, but our
general understanding of growh patterns, over the
hi story of the devel opnent of Florida, particularly
over the last 25, 30 years, is there are many --
many nmuni ci palities who are serving outside their
boundari es.

CHAl RVAN GRAHAM  All right. So, many
muni ci palities serve outside their boundaries. And
that's just looking at the electric side of things.
That's not -- that's not even tal king about the
wat er and wastewat er side of things.

And so, No. 1, that fact is not unique. And

there's -- there's nore than just this one that
serves -- 50 percent or nore of their clients are
outside of the city. So, once again, | don't think

that that is a unique circunstance.
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So, going to the extraordi nary circunstance,
| -- 1 don't agree with, but that's fine. | nean,
there's five of us up here. And it's okay that we
don't all agree, but that all being said, if
there's no further discussion, all in favor of
Comm ssi oner Pol mann's notion, say aye.

(Chorus of ayes.)

CHAI RMVAN GRAHAM  Any opposed?

Aye.

By your action, the ayes have it.

Commi ssi oner C ark.

COMM SSI ONER CLARK: M. Chairman, | nove that
t he Conm ssion approve a positive acquisition
adj ustment of $116.2 mllion.

COMM SSI ONER BROMN:  Second.

CHAI RMAN GRAHAM  It's been noved and second,
the positive acquisition adjustnent of
$116.2 mllion. Any further discussion?

Ckay. 1'll discuss. No. 1, because | don't
think that there there's an extraordinary
circunstance -- and | can go on -- | have a list of
about 15 reasons why | don't think it is, but I
just touched on one or two of them

| -- 1 don't see -- just because the utility

chose to spend three tines the book value -- |
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don't knowif it's -- if it's the duty of us to
make t hem whol e on that issue.

| do understand -- once again, we do have
other utilities that serve outside of the limts.
I think we're opening up a -- we're opening up a
can of wornms on this one because what's to stop the
next guy to cone in -- there nay be five peopl e out
there, there may be a thousand, there may be 30, 000
people. What's to stop themfromcom ng in saying,
where's ny representation?

| think this is nore of a political fix than a
PSC fix. And they've tried nmany, many, nmany tines

to do it over in the Legislature. For sonme reason,

they haven't been able to do it, but | still think
that this fix is not -- necessarily should be done
her e.

So, that being said, | can't go any further

t han what the staff recomendation was, but once
again, | defer to ny coll eagues.

Conmmi ssi oner Pol mann.

COW SSI ONER PCLMANN:  Thank you,
M. Chairman.

| understand this is an issue that's been
going on for a very long period of tine, as we've

heard today. And | -- | do sincerely appreciate
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the difficulty of bringing this matter to where it
Is today and the invol venent of the el ected
officials and the many parties.

|"ve -- |'ve raised sone issues here of --
here today that | thought were inportant with
regard to the basis upon which a dollar val ue m ght
be assigned. | know there's many different
opinions on that. And the savings and so forth
that -- that nmay be cal cul ated can be done in so
many di fferent ways.

From ny perspective, | think it is critically
i nportant to be able to make an assignnment within
the four corners of a -- how we treat regulatory
assets and so forth.

And | -- I'msitting here today -- this
Conmm ssioner, | -- I'"'mnot able to support an
amount for which | -- | don't find an appropriate
original cost basis. So, on that basis, | -- |I'm
not able to support the full anount that -- that's
bei ng request ed.

CHAl RVAN GRAHAM  Commi ssi oner Fay.

COMM SSI ONER FAY:  Thank you, M. Chair man.
Does -- it sounds |ike, although we may di sagree on
the outcone, | do -- | do -- | do want to touch on

one point that the Chairman nentioned.
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When | see -- when | initially saw this issue
and thought, you know, there's a decade spent
trying to resolve sonething like this, and all the
people that were involved in it, and to see
sonebody who -- who | highly respect, Senator
Mayfield -- to spend her time up here to articul ate
what her constituency thinks is inportant and to
ensure that it gets done, | -- | think these are --
these are all case-by-case scenari os.

| think there's assunptions that a deci sion
made by the Conm ssion creates sone precedent,
and -- and a lot of tinmes, even in the stipulations
or the things that are in front of us, we'll see
| anguage that it says it specifically does not do
t hat .

| think both the threshold determ nation and
the adjustnent determ nation need to be on a case-
by-case basis. And | think that those are key
conponents of the analysis. And | -- | would agree
with the Chair that as -- no matter what cones
forward, that those have to be done thoughtfully
and thoroughly.

| wll also state that, when | |ooked at the
petitions that were filed on this issue, both with

the Conmmi ssion and the Grcuit Court for the past
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decade, | thought of how rmuch tine people spent in
this room determ ning what -- what nakes sense.

And based on the discussions we've heard
earlier, when resolutions are brought forward, | --
| take those very seriously. | think they
should -- should create strong wei ght and
consi deration for what the determ nation is.

And so, with that, M. Chairman, | think we
just have left to vote and...

CHAl RVAN GRAHAM | have no other |ights on.
So, if there's no further discussion, all in favor
of the Cark notion, say aye.

(Chorus of ayes.)

CHAI RMAN GRAHAM  Those opposed?

Aye.

COW SSI ONER PCLVANN:  Aye.

CHAl RVAN GRAHAM By your action, the dark
noti on passes.

Comm ssioner O ark, you still have the fl oor
for Issue No. 4.

COW SSI ONER CLARK:  Thank you. M. Chairman,
| nove that the cost recovery on the purchase power
agreenent be approved as presented.

COW SSI ONER BROWN:  Second.

CHAI RVAN GRAHAM It's been noved and second,
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staff recomrendation on Item4. Any further
di scussi on? Seei ng none, all in favor, say aye.

(Chorus of ayes.)

CHAI RMVAN GRAHAM  Any opposed?

By your action, you have approved staff
reconmendati on on Issue No. 4.

Staff.

COW SSI ONER CLARK:  Mpve staff on No. 5.

CHAI RVAN GRAHAM  Conmi ssi oner C ark.

COMM SSI ONER CLARK:  Regarding | ssue No. 5,
nove staff.

COW SSI ONER BROMWN:  Second.

CHAl RVAN GRAHAM  You're going to nove staff
reconmendati on on Issue No. 5.

Staff, is there anything el se that you need
for us to add to this before we close out |ssue
No. 57?

MR. FUTRELL: Pardon nme, M. Chairnman.

Just to clarify, Comm ssioner Clark, on your
nmotion, was it to -- to nove staff's recomendati on
or --

COW SSI ONER CLARK:  No - -

MR FUTRELL: -- as presented in the fi- -- in
the petition?

COW SSI ONER CLARK:  To all ow the cost
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recovery of the PPA as it was presented.

CHAl RVAN GRAHAM M cr ophone.

MR, FUTRELL: Very good.

COW SSI ONER CLARK:  I'msorry. It was to
all ow the cost recovery of the PPA for --

MR, FUTRELL: Very good.

COW SSI ONER CLARK:  Was it 20.5? Was that
the right -- okay.

MR, FUTRELL: Thank you very nuch.

COW SSI ONER CLARK:  That's what | --

MR FUTRELL: W just wanted to clarify.
Thank you.

CHAI RVAN GRAHAM  Okay.

MR. REHW NKEL: M. Chai r man.

CHAl RVAN GRAHAM  Yes, sir.

MR. REHW NKEL: Charl es Rehw nkel, Deputy
Public Counsel. May | make just a brief remark
before we cl ose out today?

CHAl RVAN GRAHAM  Sure.

MR. REHW NKEL: | wanted to state, for the
record, on behalf of M. Kelly and the O fice of
Publ i ¢ Counsel, our position in this proceeding
today. W have been very clear in our opening
remar ks, we did not oppose a transaction.

M. Kollen was very clear in his closing remarks
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that we were not proposing a surcharge.

This is a very enotional issue. Rightfully,
we have not been involved in it over the past 10 to
12 years, but the Public Counsel takes his job
seriously. W've been around for over 40 years.
And it is our obligation to speak up on behal f of
those trees M. Maurey referred to.

W hired M. Kollen, who is a nationally-

renowned expert. He's testified before this

Comm ssion. |'ve been with himand |I've been
against him | admre and respect what he has to
say.

We had an obligation to performdue diligence
on behalf of all the custoners. W engaged
M. Kollen. W said, take a look at this. W --
we didn't give himany direction. W said, give us
your -- your results.

He -- we did two rounds of very-intense
di scovery with the conpany. They were very
cooperative. W just finished his anal ysis al nost
at -- at the sane tine as we got the staff
reconmendat i on.

We feel that this Comm ssion woul d not have
appreciated it if we'd have just sat back, let you

put the order out as at PAA and then, sone 21 to 40
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days later, we file a -- an -- a protest and then
bri ng out our concerns and objections. That
woul dn't have been the right thing to do.

The right thing to do, which is what we did,
whi ch was to have our expert put his observations
and coments, his expert comments, on the record
for you to consider. And that's what we did.

Havi ng done that, we've discharged our duty.
W will not ask for a hearing when the order cones
out. We're satisfied that the Comm ssion, the
staff, and the parties have taken into
consi derati on what we recommended or what we
observed, and we're satisfied with the results
t oday.

But | think it's inportant to state for the
record we never opposed this transaction. And we

wi || abide by the Conm ssion's decision. Thank

you.
CHAl RVAN GRAHAM  Thank you. | have to tel

you that I -- for nost of what you said, | agree

with you. | -- 1 do not -- | do support the

transaction. | don't support the acquisition

adj ust nent .

| -- | synpathize for what now Senat or

Mayfi el d has been going through for as | ong as she
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has and -- and everybody in that area. | just

don't agree with the solution that we canme up wth.

And that's pretty nuch what ny stance was. And it

wasn't ny job here to try to stop or kill this.

just did not agree on how we got there.
Conmm ssi oner Pol mann.

COW SSI ONER PCLMANN:  Thank you,

M. Chairman. | echo your comments. | absolutely
support the transaction. | want to nmake that
absolutely clear. | -- | have no issues wth the

City custoners becom ng FPL custoners, as |
I ndi cat ed.

| have sonme concerns about how the doll ar
anount, under Issue 3, was determned. And | think
my coments on the record reflected that, but | do
support all the efforts that -- that went into
bringing this itemforward. And | appreciate al
of the efforts of all the parties. So, thank you.

CHAl RVAN GRAHAM  Ckay. So, we've got a
notion on the floor to approve staff rec on -- on
Issue No. 5. Do we need to add anything to that
notion to close out Item No. 57

MR LITCHFIELD:. M. Chair, before you cl ose
that itemout, | just, for the sake of --

CHAl RVAN GRAHAM  Are you sure you want to add
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anyt hi ng?

(Laughter.)

MR LI TCHFI ELD: No, | want to go -- | -- |
want to go back to four, if | could, only because
there were sone different things that m ght have
been heard. M understanding is that Conm ss- --
t hat Conm ssioner C ark proposed to approve cost
recovery as reflected in the -- in the FPL
petition. It just -- is that --

CHAl RMVAN GRAHAM | -- | --

MR LI TCHFI ELD: That's what was approved.

CHAI RMAN GRAHAM | thought it was reflecting
the staff recomendati on.

COWM SSI ONER BROAN:  No.

MR, LI TCHFI ELD. Okay. Then that -- | am
right in drawing the --

CHAl RVAN GRAHAM Wl I, then | need to change
my notion to "nay" on that one.

COMW SSI ONER BROMWN: | was wondering that.

CHAl RMAN GRAHAM | -- you need -- if you
woul d, nmake that record, please.

COW SSI ONER POLMANN: | m sunderstood that as
well. I'mterribly sorry.

CHAl RVAN GRAHAM  Are you changing -- are you

changi ng your --
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COW SSI ONER CLARK:  The nunber of 20.5 -- was
that correct?

COW SSI ONER BROMWN:  No - -

COW SSI ONER CLARK:  |Is that the --

COW SSI ONER BROMN: It --

COW SSI ONER POLMANN:  Hi s notion --

CHAl RMAN GRAHAM Let's -- let's -- let's go
back to the notion. Please nake the notion again.
Let's just be sinple about that.

COMM SSI ONER CLARK:  20.4? I'mtrying to find
nmy sheet.

CHAl RVAN GRAHAM  You can say, as presented in
Fl ori da Power & Light's petition -- original
petition.

COW SSI ONER CLARK: M. Chairman, | nove that
we allow the cost recovery of the purchase power
agreenent, as requested by FPL.

COW SSI ONER BROWN:  Second.

CHAIl RVAN GCRAHAM  It's been noved and second.

Any further discussion? Al in favor, say
aye.

(Chorus us ayes.)

CHAI RMVAN GRAHAM  Any opposed?

Aye.

COW SSI ONER PCLVANN:  Aye.

Premier Reporting

114 W. 5th Avenue, Tallahassee, FL 32303

(850)894-0828 Reported by: Andrea Komaridis

premier-reporting.com



95

1 CHAI RMAN GRAHAM By your action, the notion
2 passes.
3 Now, we're still on the notion for Issue --
4 M. Litchfield, did that answer your question?
5 MR. LI TCHFI ELD: Thank you.
6 CHAI RMAN GRAHAM  Okay. We're still on the
7 notion for Issue No. 5 that's been noved and
8 seconded.
9 Any further discussion on |Issue No. 5?7 Seeing
10 none, all in favor, say aye.
11 (Chorus of ayes.)
12 CHAl RVAN GRAHAM  Any opposed?
13 By your action, we are done with this.
14 Seeing that it's close enough to 1:00 --
15 SENATOR MAYFI ELD: May | nmake one --
16 CHAI RMAN GRAHAM  Senat or Mayfield, conme on
17 dowmn. | -- | think everybody will give you that
18 time.
19 COMWM SSI ONER BROWN:  She's so happy.
20 SENATOR MAYFI ELD:  You know, the only thing --
21 CHAI RMVAN GRAHAM | think your m crophone is
22 off. I'mnot sure. Can sonebody help her with
23 t hat ?
24 (Discussion off the record.)
25 SENATOR MAYFI ELD: Ckay. 1'Il do it up here.
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I want to thank you guys. And | know that this has
been a hard process. W have tried to structure
this for the last 12 years in a nmanner that we can
bring fair rates to our constituents and
representation to our constituents.

And to answer your question, there was --
there is about 32 nunicipalities. And there's only
about four that have the nunber of people outside
the corporate area that are not represented. And
this will do it.

And to M. Kelly -- | know his heart has
al ways been with nme, to get the representation that
we needed. And -- and | want to say thank you for
all the ways that we have tried to structure this
and have not been able to get it through -- and we
finally have been able to get it through.

This is -- this is just not ne. W've had a
| ot of people work hard on this. Dr. Faherty, back
honme, has worked hard on this with ne. d enn
Heran, who's up here, has worked hard on this. W
have switched city councils, flipping back and
forth until we finally got a city council that
agreed with the city residents on what to do. You
know, Representative Gall that cane on board --

she helped with getting the other municipalities to
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understand why this was inportant to us.

So, you know, | want to thank everyone -- and
FPL for sticking wwth us. W' ve had contracts back
and forth for the last four years and finally got
enough people -- and everyone -- everyone invol ved.

And that's what's so uni que about this
situation. W are unique in the standpoint that
60 percent of our residents live outside the
corporate area, but we're also very unique in this
deci sion and this process is because of the nunber
of people that had to cone together and approve
this process.

And | don't know that you will ever see
another situation like this, but | truly, truly,
fromthe bottomof ny heart -- and | know Stan is
up there because he started this his last two years
in office -- is -- is thanking you for sticking
with us and allow ng this to take pl ace.

And so, that's -- | just really want to thank
you, fromthe bottomof ny heart.

CHAI RMAN GRAHAM  Thank you, Senator. And
t hank you for your -- your efforts over all this
tinme.

Ckay. We're -- just want to |l et everybody

know, we have a hearing that's supposed to start
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right after this. Seeing that it's just about the
time that | said we're going to start lunch, we'l
start that hearing at 2:00.

So, we are currently adjourned.

(Wher eupon, proceedi ngs concluded at 12:55
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