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1 PROCEEDI NGS
2 (Transcript follows in sequence from Vol une
3 4.)
4 CHAI RMAN FAY: All right. Good norning,
5 everyone. It |looks |like we have everyone set and
6 ready to go.
7 | am going to check with our staff real quick
8 and make sure we don't need to take up anything
9 prelimnary, but otherwi se, we will be back on
10 wi t ness Fuentes, with OPC continuing their |ine of
11 guesti oni ng.
12 So, M. Jones, anything we need to take up
13 before that, or we can go ahead and start with
14 W t ness Fuent es?
15 MR, JONES: W would like to enter an
16 appearance for Adria Harper for staff.
17 CHAI RMAN FAY: Okay. Geat. Show that
18 entered. Thank you.
19 Anyt hi ng el se?
20 MR JONES: No, sir.
21 CHAI RMAN FAY: Okay. Geat. Thank you,
22 M. Jones.
23 Al right, Comm ssioners, with that, we wll
24 nove back to M. Rehwi nkel for cross of wtness
25 Fuent es.
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1 MR, REHW NKEL: Thank you, M. Chairman.
2 Just as a prelimnary matter, | have
3 redi stributed Exhibit 188, which was the inproperly
4 copi ed exhibit that now has all the pages --
5 CHAI RVAN FAY: (kay.
6 MR REHW NKEL: -- init.
7 CHAl RVAN FAY: G ve ne one second, M.
8 Rehwi nkel , et me nmake sure we switch those out.
9 kay. So this, to your point, was the one
10 yesterday that only had the one-sided, and you have
11 provi ded us with 188 as doubl e-sided --
12 MR. REHW NKEL: Correct.
13 CHAI RMAN FAY: -- or at |east single-sided,
14 but has all the pages you want in there?
15 MR. REHW NKEL: That's correct.
16 CHAI RMAN FAY:  kay.
17 MR. REHW NKEL: And | have al so distributed
18 anot her exhibit for Ms. Fuentes that we will get
19 into shortly.
20 CHAI RMAN FAY: (Okay. And that's the 2017
21 testi nony?
22 MR. REHW NKEL: Yes.
23 CHAI RMAN FAY: Okay. Geat. Al right. Wth
24 that, then, we have 188. And then your other
25 exhibits, M. Rehw nkel, you are recogni zed when
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1 you are ready.

2 MR, REHW NKEL: Thank you, M. Chairman. Let
3 nme nmake sure ny m crophone is positioned here.

4 EXAM NATI ON (conti nued)

5 BY MR REHW NKEL:

6 Q Ckay. Good nor ni ng.

7 A Good nor ni ng.

8 Q | think we stopped yesterday, | was asking

9 wyou -- | think | had asked you about the | abor positions
10 that were -- that the | abor cost included in the revenue

11 requirenent that is being currently recovered. Do you
12 recall that?

13 A Yes.

14 Q And | think I had asked you if those positions

15 had been filled, and you said you did not know, is that

16 right?
17 A That's correct.
18 Q Ckay. Isn't it true that even though the

19 rates currently in effect assuned | abor cost for

20 operating the plant, that FCG has not recorded any | abor
21 costs for operating the LNG facility?

22 A | don't knowif we have filled any positions,

23 then we would have actually recorded costs incurred, so

24 | don't know the answer to that.
25 Q Okay. But you can't sit here today and tel
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1 the Conm ssion that there are | abor costs that are being
2 recorded on the books related to the LNG plant, is that
3 right?
4 A Right. | don't know.
5 Q Ckay. And going back to your LF-8, page seven
6 of eight. Does this page of your exhibit show that, if
7 fully conpleted, the adjustnent of 3,828,493 that would
8 have been nade to rates by the end of 2019, or in the --
9 or the in-service date, whichever is later?

10 A | am sorry, can you say that again?

11 Q Does this page show t he revenue requirenment

12 that would be collected once the plant -- the additional
13 revenue requirenent that would have been coll ected once
14 the plant went into service?

15 A Yes, it does. |It's the 3,828,493, which

16 represents the difference between the 6.4 mllion on

17 this page and the 2.5 mllion on the next page.

18 Q kay. And as you told ne yesterday, that

19 includes a $1.010 million of depreciation on an annual
20 basis, right?

21 A In the full revenue requirenent of the 6.4

22 mllion.

23 Q Ckay. And that anmount of depreciation has not
24  pbeen recorded on the books of the conpany during 2018,
25 2019, and year-to-date, is that correct?
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1 A That's correct.
2 Q And | think, as you indicated previously,

3 that's because the plant is not on the books as plant

4 in-service, is that right?
5 A That's correct.
6 Q Okay. Would you agree with ne that rates

7 emanating fromthe 2018 settl enent order went into

8 effect June 1, 20187

9 A Yes.

10 Q So wouldn't it be correct that begi nning June
11 of 2018, custoner rates included depreciation of the LNG
12 facility and a return on the $29 mllion of 13 -- or the
13 13-nonth average of $29 mllion approved for recovery?
14 A Yes. But stated it differently, the rates in
15 effect at this point intinme include 2.5 mllion of

16 revenue requirenments for the estimated cost of the LNG
17 facility at the point in time of FCG s |ast rate case.
18 Q Okay. And | ooki ng at page eight of eight of
19 LF-8, would you agree that in 2019, custoner rates were

20 based on the conpany receiving a return of and on $29

21 mllion of LNG plant facilities?
22 A Yes. That's what it shows.
23 Q And in 2020, were custoner rates reflecting a

24  return of and on the -- that $29 nmllion of LNG pl ant

25 facilities?
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1 A Yes. That's correct.
2 Q And in 2021, rates also reflected a return of
3 and on the $29 mllion?
4 A That's correct.
5 Q Ckay. |In 2022, do current rates reflect the
6 conpany earning a return of and on the $29 million for
7 the LNG plant facilities?
8 A Yes.
9 Q And is it true that the current filing
10 includes a request for a return of and on the total
11  projected cost of plant and recovery of the land in a
12 total anmpunt of $68 mllion?
13 A That's ny under st andi ng.
14 Q Ckay. |If the conpany has been recovering a
15 return of and on $29 million for the past -- for the
16 part of 2018 and the years '19, '20, '21 and '22, and
17  now the conpany is asking for the projected $68 mllion
18 to be included in rates, howis it that custonmers are
19 not providing double recovery of sone of the costs of
20 the plant?
21 A So first | would like to point out that the
22 anmpunt nuch revenue requirenents included in current
23 rates was pursuant to a settlenment agreenent to which
24 OPC was a party to, and so therefore, we have been
25 collecting that amount in rates pursuant to that.
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1 The anmounts we are proposing in this
2 proceeding is the $68 mllion. And we are only really
3 asking for the increnental anount that is the 3.8
4 mllion -- sorry, above the -- sorry. W have the total
5 $68 mllion included in revenue requirenents, and we are
6 asking for the full cost of the recovery. The estimte
7 is different at this point intime. The estimate at the
8 point intine the |ast case was based on information at
9 that point intinme, and it's now been revised, and so we
10 are asking for recovery of the full asset.
11 Q kay. On eight of eight of LF-8, you would
12 agree that the annual revenue requirenent for the LNG
13 facility included in base rates is 2,530,174, right?
14 A Yes, that's what it shows.
15 Q So 4/20/ 18, custoners would have paid
16  approximately $1, 475,935, or seven-twelfths of that $2.5
17 mllion for that year, right?
18 A That's correct.
19 Q And then for 2019, '20, '21, and -- 2019, '20
20 and '21, and assum ng through the end of this year, four
21 times 2.530174 is 10,120, 696, subject to check?
22 A Yes, it is. However, | would |ike to point
23 out that even though this anount was included for
24 recovery in our current base rates, FCG has continued to
25 underearn, and, therefore, we are not covering the full
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1 costs of our revenue requirenments today.

2 Q So adding the '18 anpunt, and then the four

3 years through the end of this year, custoners will have
4 paid 11,596,631 for an LNG facility that is still not

5 used and useful ?

6 A Subj ect to check on your nunbers, yes.

7 However, once again, | would like to point out that FCG
8 has continued to underearn during this tine period in

9 which these rates have been in effect.

10 Q Okay. Would you agree that there is nothing
11 in the settlenment agreenent order that prohibits the

12 Comm ssion prospectively fromensuring that custoners
13 only pay once for the LNG facility?

14 A | am sorry, can you say that again?

15 Q Wul d you agree that there is nothing in the
16 settlenent agreenment order that prohibits the Conmm ssion
17 fromensuring, on a prospective basis, that custoners

18 only pay once for the LNG facility?

19 A | would agree with that.
20 Q kay. Let's look at -- go back to 189, which
21 is the settlenent agreenent, if we can. And | think we

22 were on page 16 of the order.

23 A | amthere.

24 Q Wul d you agree with me that the portion of

25  paragraph Roman nuneral 11l A starting with, the
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1 parties further agree, all the way through the rest of
2 that paragraph, is witten such that the parties

3 intended that FCG only recover the cost of the LNG

4 facility one tine?

5 A | would agree with that. | would like to

6 point out, though, that this is a black box settl enent
7 agreenent at a point in tinme, based on the facts and

8 circunstances at that point in tine. The unit has not
9 Dbeen placed into service yet. W revised our estinated
10 cost of the facility and, therefore, we are requesting

11 for recovery of it in this proceeding.

12 Q Ckay.

13 MR. REHW NKEL: M. Chairman, | have passed
14 out an exhibit entitled FCG 2017 Testi nony,

15 parent hesi s, Becker and Wassell, and | would Iike
16 for that to be given a nunber for identification,
17 pl ease.

18 CHAI RMAN FAY: (Okay. One second, M.

19 Rehwi nkel . Let nme make sure -- okay, that wll be
20 190.

21 MR, REHW NKEL: Ckay.

22 (Wher eupon, Exhibit No. 190 was marked for

23 identification.)
24  BY MR REHW NKEL:

25 Q I n your testinony, on page 13 of footnote one,
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1 if you could turn to that, please.

2 A In ny direct or rebuttal ?

3 Q | am sorry, your rebuttal.

4 A You said rebuttal page 13?

5 Q Yes.

6 A Li nes whi ch?

7 Q Wll, it's the -- it's the footnote one.
8 A Ckay.

9 Q Do you see that footnote?

10 A | do.

11 Q Wul d you agree with nme that you have asked

12 the Commi ssion in this footnote included in your

13 testinony to take a | ook at evidence fromthe 2017 FCG
14 rate case in the formof three pieces of FCG conpany

15 testinony?

16 A Yes. And it's referencing a fewlines in ny
17 testinony up above related to the AGR acquisition

18 adjustnent. That testinony was presented in FCG s | ast
19 rate case supporting the continuation of it in rates.

20 Q kay. So in your -- the exhibit that | passed
21 out, it -- the first docunent is the October 23rd

22 testinony of Gregory Becker.

23 Do you see that?

24 A Yes.

25 Q And then the second piece of testinony is by
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1 an individual named Wassell. And M. Becker's testinony
2 goes through 35 pages, so after a couple of exhibits,
3 you wll see M. Wassell's -- | say it's M. Stephen
4 \Wassell. Do you see that?
5 A Yes.
6 Q kay. So, didn't FCGtell the Comm ssion and
7 the custoners that they had an i medi ate need for the
8 LNG plant on this date, 20 -- August -- QOctober 23rd,
9 20172
10 A | amsorry. | have a question. You
11 referenced ny testinony related to the acquisition
12 adj ustnent?
13 Q Yes.
14 A That's not the sane testinony that you just
15 gave ne.
16 Q That's correct.
17 A kay. So, sorry, what's your question?
18 Q | am asking you about what the Conm ssion was
19 told at the tinme, through testinony, |eading up to the
20 settlenment agreenent?
21 A kay. | don't know. And the testinony that
22 you just presented to me for M. Becker and M. Wassell,
23 | haven't seen this before.
24 Q Ckay. But you asked the Conm ssion to take
25 note of testinony so they could interpret the
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1 acquisition adjustnment piece of the settl enent
2 agreenent. And | am asking you to take a |look at -- |
3 amasking the Comm ssion to take a | ook at the testinony
4 the Comm ssion was given by the sane entity to interpret
5 this provision on page 16 of the settlenent order. So |
6 would ask you to turn to page 15 of M. Becker's
7  testinony.
8 MR, WRI GHT: Chairman Fay, | apol ogi ze. W
9 are getting pretty far afield of Ms. Fuentes'
10 testinony. The need and the in-service date were
11 subjects of M. Howard's direct and rebuttal
12 testinony. M. Fuentes does not offer any
13 testinony around those issues.
14 CHAl RMAN FAY: Yeah, M. Rehwi nkel. The --
15 Wi t ness Fuentes spoke to the cost and the tim ng of
16 those costs. | think your question is nore the
17 idea that the utility needed it to be in-service at
18 a certain tinme, is that where you are going?
19 MR. REHW NKEL: No. M. Chairman, we haven't
20 gotten to the acquisition adjustnent testinony, but
21 the conmpany is asking you to take note of
22 extraneous information to interpret a provision of
23 the agreenent as it applies to the revenue
24 requi renment that you are being asked to approve in
25 this case on an acquisition adjustnment issue.
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



896

1 On this LNG issue, we are being told that
2 there is a settlenent agreenent, and there is an --
3 there are terns in it, on page 16, that you should
4 rely on. And | amgoing to ask the Conm ssi on,
5 because we've heard testinony that there was a deal
6 made, and the basis of the deal and understanding,
7 the witness has said, well, | don't understand what
8 was in peoples mnds. So | want to ask -- | want
9 to take a limted opportunity for the Conm ssion to
10 see what was in the comm ssion's, the custoners',
11 the US Mlitary's mnd when they entered into
12 this settlenent agreenent.
13 Four years | apsed since this facility was
14 agreed to the -- where the custoners agreed to pay,
15 and there is evidence here about what you were told
16 about when that facility would go into service, and
17 how nuch it would cost, and how it was needed.
18 CHAI RMAN FAY: Yeah. So | am-- | amgoing to
19 allow the line of questioning, M. Rehw nkel. | do
20 want to add that, as Ms. Fuentes pointed out, your
21 correlation to this was her footnote, essentially,
22 to sone testinony related to the docket itself,
23 where we've now veered fromthat into just the
24 docket holistically, and what could be included.
25 So | presune Ms. Fuentes mght not be able to
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1 opi ne on what this testinony fromthese w tnesses
2 have neant or included. But holistically, as this
3 relates to revenue requirenent, | see it being
4 within the scope, so go ahead and ask your
5 guestions and we will see if Ms. Fuentes can
6 respond.
7 MR. REHW NKEL: Thank you, M. Chairman.
8 BY MR REHW NKEL:
9 Q So woul d you agree with ne, Ms. Fuentes, on
10 page 15, the question is asked: Does FCG currently hold
11 sufficient capacity to neet the needs of all its sales
12 and essential use custoners? And do you see where it
13 says, no?
14 A Yes.
15 Q Do you see on line 12 where it says: Wat is
16 the identified need for added gas capacity -- cap-- | am
17 sorry. What is the identified need for added gas supply
18 capability for FCG? And the answer is: FCG needs
19 approxi mately 43,000 dekat herns per day of aggregate gas
20 supply capability to neet the forecasted needs of
21 transportation custoners on its distribution system
22  today.
23 Do you see that?
24 Yes.
25 Q And on page 16, it says: There is -- well,
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1 amsorry. At the bottom of page 15, |ine 24, the

2 question: Wy does FCG need this added gas supply

3 capability?

4 The answer is: Wthout a firmsupply -- on

5 page 16, line one -- without a firmsupply of natura

6 gas to serve all the load in FCG s service territory, we
7 may not be in a position to maintain gas supply service

8 on the col dest of days.

9 Do you see that?
10 A Yes.
11 Q And if | could get you to turn to M.

12 Wassell's testinony, first going back to page 11. On
13 |line nine, there is a question that says: Wy does FCG
14 seek cost recovery for an LNG facility at this tinme?

15 Answer: Wthout the facility, FCG cannot neet
16 all the potential demand as explained in the testinony
17 of witness Becker. The facility is needed now. As

18 w tness Becker explains in his testinony, this facility

19 cannot be delayed. And to do so, jeopardizes our need

200 -- or ability to neet demand.

21 Do you see that?

22 A Yes.

23 Q Wul dn't you agree that this testinony given

24 to the Conmm ssion woul d have been persuasive to the

25 parties in entering into an agreenent to pay for a
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1 facility that was intended to go in service in 2019?

2 MR WRIGHT: (Objection. Calls for

3 specul ati on.

4 CHAI RMAN FAY: M. Rehw nkel, that does cal

5 for sonme significant speculation as to that

6 agreenent. Do you have another way you can ask the
7 question?

8 MR. REHW NKEL: Yes.

9 BY MR REHW NKEL:

10 Q Let's go to page eight of M. Wssell's

11 testinony. Do you see on line nine -- 12, there is a
12 question: Wen would the plant be conpl eted?

13 And the answer is: Engineering design work
14 has started, and would continue through May 2018.

15  Equi pnent procurenent would start in January 2018 and
16  continue through Cctober 2018. Construction would start
17  in May 2018 and be conpleted in January 2019.

18  Comm ssioning would be conplete in January 2019.

19 Question on line 18: Wat is the estinmated
20 cost?

21 Answer: The plant woul d cost approxi mately

22  $58 mllion.

23 Do you see that?

24 A Yes.

25 Q Is there really any need to specul at e about
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1 what was in the mnds of the custoners when they signed

2 the agreenent?

3 MR WRIGHT: Chairman, | wll renew ny
4 obj ecti on.
5 MR REHWNKEL: | wll wthdraw the question.

6 BY MR REHW NKEL:
7 Q Wul d you agree, would you not, that FCG told
8 custo -- the Comm ssion and custoners on October 23rd,

9 2017, they would be unable to neet demand if it wasn't

10 -- if the LNG wasn't built, right?

11 MR, WRIGHT: Chairman, | am-- again,

12 apol ogi ze. W are continuing to ask questions

13 about the need for the facility. That is not M.
14 Fuentes' scope of her testinony. M. Howard

15 testified yesterday. He was here. He could have
16 testified about the need and the in-service date
17 for the facility. That's not Ms. Fuentes.

18 CHAI RVAN FAY: Yeah. Go ahead, M. Rehw nkel.
19 MR. REHW NKEL: | think M. Howard testified
20 he wasn't around and couldn't testify about that.
21 CHAl RMAN FAY: Yeah. And | do think, to the
22 extent your questionings are being responded to

23 Ms. Fuentes that her know edge is limted as to

24 that. | do think as to the nunber, the 58 and 68,
25 and the discussion as to that seens relevant. As
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1 to the actual decision-making process that occurred
2 at this tine, | amnot sure how that correlates to
3 the revenue requirenent.

4 MR. REHW NKEL: That's fair. | appreciate

S t hat .

6 CHAI RVAN FAY: Ckay.

7 MR. REHW NKEL: Thank you.

8 BY MR REHW NKEL:

9 Q Ms. Fuentes, wouldn't you agree that the

10 parties to the settlenment agreenent coul dn't have

11 reasonably contenplated that, at |east four years |ater,
12 the custonmers would have paid $11 nmillion for a phantom
13 LNGfacility?

14 A | amsorry, | don't quite understand your

15 questi on.

16 Q Is it reasonable for custoners to pay $11

17 mllion for a facility that is not providing any benefit
18 to thent

19 A The anmount that the custoners are paying right
20 now are pursuant to the 2018 settl enment agreenment agreed
21 to by all parties, which was part of the total anount of
22 the base rate increase at that point in tinme. The

23 forecast used at that point in tinme was used to -- as

24  the basis for the anobunt of the general base rate

25 increase. W are now requesting recovery of the costs
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1 as of today. And once again, we are continuing to
2 underearn even with the $2.5 mllion that are included
3 in current rates.
4 Q Isn't there a return on the investnment -- | am
5 sorry. W've tal ked about the return of and return on.
6 Wuldn't you agree that the return on the investnent is
7 calculated by applying a WACC, or wei ghted average cost
8 of capital, to the investnent bal ance?
9 A CGenerally, yes, that's correct.
10 Q And woul dn't you al so agree that the WACC
11  includes an el enent of sharehol der profit?
12 A It includes an authorized RCE as part of the
13 cal cul ati on.
14 Q Ckay. And you would agree that is profit for
15 the sharehol ders?
16 A Yes.
17 Q What incentive to the sharehol ders have to
18 finish the project if they have no penalty for -- | am
19 sorry, let me -- let me withdraw that question and ask:
20 What incentive do the shareholders have to finish this
21  project expeditiously if they are earning a return on
22 It?
23 A Vll, first | would Iike to point out that
24  custoners do not pay RCE. They pay rates on their
25 bills. So the rates that custoners pay right now are
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1 not sufficient to cover the full cost of our current

2 revenue requirenents. That's exactly why we are in here
3 for a base rate revenue increase.

4 Q If the Conmm ssion were to decide that

5 custoners are entitled to receive a credit for their

6 advanced paynent on plant not used and useful, wouldn't
7 it be fair to do so by establishing a regulatory credit
8 for liability that can be anortized over a period of

9 time in the future?

10 A | amsorry, what's your reference to a credit?
11 Q Well, if the custoners have essentially

12 prepaid for the facility, can't the Comm ssion order you
13 to create a regulatory liability and anortize it forward
14 to offset the cost of plant?

15 A | don't get your characterization that they've
16 prepaid for an asset.

17 Q Ckay. Al right. | think we'll stop there on
18 the LNG facility, and I want to go to the acquisition

19  adj ustnment now.

20 So in your rebuttal testinony, on page 13,

21 lines 11 through 20, is this where you note that the OPC
22 did not oppose the acquisition adjustnment in the Docket
23 20170179- AJ?

24 A That's correct. | offer -- also reference ny

25 Exhibit LF-9, which is sone exhibits from OPC w t ness
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1 WIIlis' testinony in the 2017 rate case that clearly
2 shows the acquisition adjustnent is listed on there on
3 rate base, and OPC reconmmended no adjustnents to what
4 the conpany proposed in its 2017 test year.
5 Q Ckay. Is it your testinony there that the
6 OPCs failure to nake an adjustnent to operating incone
7 for the anortization expense, or oppose the acquisition
8 adjustnent, precludes the OPC from naeking a
9 recomendation in this case?
10 A No, it doesn't. But it was very clear at that
11 point this time that OPC did not have any opposition to
12 including it in rates.
13 Q Is it your testinony -- you are the sole
14 wtness on the acquisition adjustnent issue, right?
15 A That's correct.
16 Q Okay. Your direct testinony did not address
17 this issue, didit?
18 A No.
19 Q kay. On page 10 of your rebuttal, on |ines
20 two through five, is it your testinony that FPL was the
21 entity that purchased FCG from Sout hern?
22 A | am sorry, which page?
23 Q Page 10.
24 A Page 10 is not on acquisition adjustnent.
25 CHAI RMAN FAY: Direct or rebuttal ?
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1 BY MR REHW NKEL:
2 Q This is rebuttal. Are you on rebuttal ?
3 A | am | ook | ooking at page 10.
4 Q Al right. Let nme --
5 A It's rate case expense.
6 Q | apol ogize. Let ne -- let ne skip that
7 question and --
8 CHAI RVAN FAY: M. Rehwinkel, it looks like it
9 starts on page 12 for the acquisition adjustnent.
10 That m ght be what you are referring to.
11 MR, REHW NKEL: Thank you, M. Chairman. Let
12 ne see.
13 CHAI RMAN FAY: If you need a mnute, that's
14 fine, M. Rehw nkel. Go ahead.
15 MR. REHW NKEL: Hopefully not to be in M.
16 Canpbel | ' s rebuttal.
17 Thank you, M. Chairman.
18 BY MR REHW NKEL:
19 Q And, yes, | neant to ask you about page 12,
20 lines two through five.
21 The -- you are not saying here that FPL was
22 the entity that acquired the FCG from Sout hern, are you?
23 A No, | am not.
24 Q Ckay.
25 A FPL di d not purchase FCG
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1 Q In 2018, you woul d agree that NextEra, through
2 a subsidiary called 700 Universe, LLC, purchased FCG

3 from Sout hern Conpany, right?

4 A That's correct.

5 Q And wasn't FCG purchase at the sane tine as a
6 part of this sanme overall transaction as the Gulf Power
7 acquisition?

8 A It was part of an overall transaction. |

9 think the acquisitions took place at different points in

10 tinme, though.

11 Q kay. | amgoing to ask you, if you could --
12 MR REHW NKEL: | have an exhibit, M.

13 Chairman, that is a -- it's a fairly thick exhibit.
14 It says NextEra Energy 3Q 2018, Form 10-Q

15 CHAI RMAN FAY: Okay. And | believe we are on
16 191.

17 MR, REHW NKEL: Ckay.

18 (Wher eupon, Exhibit No. 191 was marked for

19 identification.)

20 BY MR REHW NKEL:

21 Q Ms. Fuentes, do you have a copy of Exhibit
22 1917

23 A | do.

24 Q Do you have any general famliarity with

25 filings made by your conpany with the SEC, or Securities
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1 and Exchange Comm ssion?
2 A General , yes.
3 Q Isn't it true that you are occasionally called
4 upon to provide information, or review information for
5 filing?
6 A Yes, very little typically, though.
7 Q Wul d you agree that if -- and the pages | am
8 going to reference are located in the | ower right-hand
9 corner, on page one of 83, do you see that page?
10 A Yes.
11 Q Wul d you agree that this is a Form 10-Q for
12 the period ended Septenber 30, 2018?
13 A Yes.
14 Q kay. And it is filed by NextEra Energy and
15 Florida Power & Light Conpany, right?
16 A That's correct.
17 Q Can you turn to page 43 of 83, please?
18 A | amthere.
19 Q And do you see footnote -- or note, | should
20 say, seven, acquisitions?
21 A Yes.
22 Q Ckay. Wuld you agree with ne that there is
23 an i ndication here, four |lines down, that NextEra, it
24 says NEE, NNE-E, which is NextEra Energy, right?
25 A Yes.
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1 Q Intends to finance the total cash purchase

2 price of $5.1 billion through the issuance of debt?

3 A Yes, that's what it says.

4 Q Ckay. And do you see, about three |ines bel ow

5 that, it indicates that FCG was acquired for $530

6 mllion in cash, subject to certain adjustnents?
7 A Yes.
8 Q Okay. And then it says: Upon closing, NEE

9 transferred FCGto FPL, right?

10 A That's correct.

11 Q kay. And is it your understanding that the
12 transaction was, in general terns, acconplished al ong
13 these |ines?

14 A That's what it says. However, | am not

15 famliar wth the transaction. | didn't participate in
16 the acquisition.

17 Q Ckay. | amgoing to ask you about the issue
18 that is Issue 15. And would you agree with nme on sone
19 no, I'mnonenclature that when | tal k about the AG

20 acquisition adjustnent, | amtalking about the

21 acquisition adjustnent that's in dispute and it's the
22 $21, 656, 835 acqui sition adjustnent?

23 A Yes, | am good wth that.

24 Q Ckay. | amgoing to try to refer to that.

25 And that is the acquisition adjustnment when that
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1 occurred when -- well, tell me what your understandi ng
2 of the transaction that gave rise to that acquisition
3 adjustnent?
4 A So in 2004, AGR Resources acquired NU -- NU
5 Corporation, which includes FCG And in 2007, the
6 Conm ssion issued an order approving an acquisition
7 adjustnment for the anount M. Rehw nkel quoted, and
8 include it in rates.
9 Q Ckay. So when we say AG. acquisition
10 adjustnent, we will be tal king about that?
11 A That's correct.
12 Q Ckay. And | amgoing to use a term NEE, or
13 acquisition prem um
14 Wul d you agree that NextEra Energy, through
15 700 Universe, paid a premumfor FCG when they acquired
16 it?
17 A That's ny understanding. But once again, |
18 didn't participate, so | amnot 100 percent sure.
19 Q kay. And isn't is it also true, and | think
20 it's in your testinony el sewhere, is that that
21 acquisition premiumwas not transferred to FPL and the
22  books of FCG?
23 A That's correct. FCG was brought onto the
24  books and records at the cost at the tine of the
25 acquisition, therefore, no additional prem um was
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1 recorded on FCG s books and records, nor is there

2 anything included in this proceeding associated with it.
3 Q Al right. |1 amgoing to ask the question,

4 have a feeling |I know your answer, but do you know t he

5 basis for the NEE acquisition premunf |n other words,
6 what was the anount that would be deducted fromthe $530

7 mllionto yield a prem unf

8 A | don't know.
9 Q Okay. Would you agree that the acquisition
10  adjustnment would be -- would have been included in

11  whatever cost was deducted fromthe purchase price to

12 give an acquisition prem um by NextEra?

13 A | amsorry, can you say that again, please?
14 Q Yes.
15 So you woul d agree generally that any

16 acquisition premumthat is recorded on the books of

17  Next Era, somewhere not on FPL's books, that that woul d
18 Dbe based on the purchase price of roughly 530 mllion
19 mnus a basis, a fair value?

20 A | generally agree with that. Typically, ny
21 understanding is, is that there is a purchase price for
22 an entity. There is a net book val ue on the books and
23 records. The difference is typically an acquisition

24  adj ustnent absent any goodw || .

25 Q Ckay. So the net book val ue you just
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1 referenced there, to the extent it was included in a

2 calculation that NextEra Energy perforned to determ ne

3 the acquisition premum that net book val ue woul d have
4 included the AG acquisition adjustnent, is that your

5 under st andi ng?

6 A Yes, because the AGLR acqui sition adjustnent

7 that we are talking about in this proceeding, once it

8 mde its way to the books and records as an acquisition
9 adjustnent it becones part of the cost of plant. So

10 when we acquired the plant, that was included in there.
11 Q kay. Isn't it true that -- well, let ne

12 strike that.

13 On page -- let ne double check, M. Chairnman,
14 since | nessed up the reference before.

15 Al right. On page 12 of your testinony, line
16 eight, you use the phrase actual amounts, is that right?
17 A That's correct.

18 Q Actual anounts here is not synonynous with the
19 original cost of the assets, is that right?

20 A That's correct, because this is talking --

21  about the reference you have nmade relates to actua

22 amounts on the bal ance sheet at the tinme FCG was

23 acquired from Sout hern Conpany Gas.

24 Q Ckay. And that included the AG acquisition

25 adjustnent?
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1 A That's correct.
2 MR REHW NKEL: Al right. M. Fuentes has
3 given ne answers to questions | don't have to ask,
4 so if I could just take a second to skimthrough
5 her e.
6 CHAI RMAN FAY: Sure. Go ahead.
7 BY MR- REHW NKEL.:
8 Q kay. On page 12, lines 14 through 17, when
9 you say, FPL's that, quote, rate base renmmi ns unchanged,
10 isn't it true that you assune that the 2018 settl| enent
11  order allowed to you roll forward the AG. acquisition
12 adjustnent into this rate setting proceedi ng for
13 continued recovery?
14 A Absolutely. It's part of the cost of utility
15 plant that was acquired, therefore, we brought it onto
16  our books and records.
17 Q kay. We've looked at -- let's open up
18 Exhibit 189 again. This is the settlenent agreenent
19  order.
20 Wul d you agree with me that this order was
21 i ssued on April 20th, 20187
22 A Yes, that's correct.
23 Q And woul d you al so agree with nme, referencing
24 page two of the second full paragraph of that order,
25 that the settlenent agreenent was dated March 12t h of
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1 20187
2 A That's correct.
3 Q Ckay. And would you also agree with ne that

4 the hearing in that case referenced in the third

5 paragraph was originally scheduled for March 26t h?

6 A That's what it says, yes.
7 Q Actually, it says that in the first paragraph,
8 but the hearing on the settlenment was -- took place

9 instead on March 26th, is that right?

10 A Yes.
11 Q kay. So the order approving this agreenent,
12 would you agree with ne that -- that approxinmately 30

13 days after this order was issued on April 20th, that

14  Next Era bought FCG?

15 A We bought FCG are you --

16 Q Vell, let's |leak at --

17 MR. REHW NKEL: | have anot her exhibit, M.

18 Chairman, and this is -- it's a May 23rd 8-K?

19 CHAI RMAN FAY: (Okay. Go ahead and | abel that
20 192, M. Rehwinkel. It's the May 23rd, 2018, Form
21 8- K?

22 MR REHW NKEL: Yes. Yes, sir.

23 CHAI RVAN FAY: (kay.

24 (Wher eupon, Exhibit No. 192 was marked for

25 identification.)
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1 MR. REHW NKEL: And we called this 1927
2 CHAI RVAN FAY:  Yes.
3 MR. REHW NKEL: Al right. Thank you.
4 CHAl RMAN FAY: W still need 189, M.
5 Rehwi nkel , or --
6 MR. REHW NKEL: Yeah. | think we may need to
7 hold on to that.
8 CHAI RVAN FAY: Ckay.
9 BY MR REHW NKEL:
10 Q Wul d you agree with me that this, if you --
11 and again, | amgoing to use the pagination in the |ower
12 right-hand corner.
13 A Uh- huh.
14 Q Ckay. On page two of 179 --
15 A Ckay.
16 Q -- and the | ower quadrant of that page says
17 Florida Cty Gas acquisition?
18 A Yes, | see it.
19 Q It says, on May 20, 2018, NEE and the
20 purchaser entered into a stock purchase agreenent. Do
21  you see that?
22 A Yes, | see that. That's the date that the
23 agreenent was entered into. That's not the date the
24 acquisition took place.
25 Q That's a good point.
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1 So the purchase agreenent was signed on My

2 20th, and | think we've heard el sewhere, and it may in

3 this docunent, that that transaction was closed in July

4 of 2018, is that right?

5 A That's correct.

6 Q kay. So going back to 189, you would agree

7 wth nme that on page four of the order, it shows that a
8 party wanting to appeal this order would have 30 days to
9 do so, right? The last four lines there.

10 A A notice of appeal, is that what you are

11 1l ooking at?

12 Q Yes, ma'am
13 A Yes. That's what it says.
14 Q So woul d you agree with nme that by al

15 appearances, FCG Southern Conpany and Next Era waited 30
16 days for the order to becone final and then signed the
17 agreenent to purchase FCG?

18 A | don't know. | didn't participate in the

19 negotiations or the acquisition of FCG

20 Q kay. The cal endar kind of works out that

21 way, doesn't it?

22 A Yes, timng-w se, yes.

23 Q Ckay. Wuld you agree with nme that while FCG
24 was before the Comm ssion seeking a rate increase, that

25 Sout hern Conpany and NextEra were negotiating to buy the
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1 conpany?
2 A | don't know. | didn't participate so | can't
3 speak to that.
4 Q Ckay. Is it reasonable to expect that a
5 transaction that included @Gulf Power and FCG woul d have
6 been -- would have been initiated and consummated in the
7 30 days after the order was issued?
8 A | don't know.
9 Q Okay. Do you know whether there is any
10 information on file with the SEC that gives a chronol ogy
11  about when the discussions with NextEra and Sout hern
12 began?
13 A | don't know.
14 Q Ckay. Wuld you agree that there is no
15 evidence that FCG -- that neither FCG or any of the
16 parties to the transaction told the Comm ssion that a
17 sale of the conpany was pending during the run-up to the
18 March 26t h hearing?
19 A | don't know. | didn't participate in the
20 |ast rate case.
21 Q Ckay. |In your rebuttal testinony, on page 13,
22 at lines 11 through 20. | will give you a mnute to get
23 there.
24 Ckay.
25 Q By invoking the settlenent agreenent and M.
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1 WIIlis' participation in it, are you suggesting to the

2 comm ssion that the conpany relied upon the fact that

3 the OPC did not contest the continuation of the AGL

4 acquisition adjustnment inits -- in testinony?

5 A | amsorry, can you say that again, please?

6 Q Yes.

7 In your rebuttal, on page 13, at lines 11

8 through 20, by invoking the settlenent agreenent and M.

9 WIIlis' participation in it, are you suggesting to the
10  Conmmi ssion that the conpany relied upon the fact that

11 the OPC did not contest the continuation of the AG

12 acqui sition adjustnent?

13 A | don't think I can answer that fully. But

14 what | can tell is you what's clearly represented in the
15 docket in the last rate case. That's the only thing I
16 have in front of ne to base ny opinion, but it was very
17 clear in the 2017 rate case that OPC did not take issue
18 wth the acquisition adjustnent.

19 Q Okay. Can you open up Exhibit 189 and tell ne
20 where in it there is a nention of the acquisition

21  adjustnment and any approval ?

22 A | don't need to open it, but | know there is
23 no nention of the acquisition adjustnent at all,

24  therefore, there is no reason to believe that we can't
25 continue to include it in rates.
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1 Q Ckay.
2 A In fact, if | can point out real quickly, on
3 ny Exhibit LF -- sorry, give ne a second. | think it's
4 LF-8, there was a discovery response we provided in this
5 proceeding. It was Interrogatory 159 by OPC s 5th set
6 of Interrogatories, where we provided an attachnent to
7 data requests that were in response to Comm ssion
8 staff's questions related to the settlenent agreenent in
9 the 2017 rate case.
10 And the Conmi ssion staff clearly asked FCG do
11 we believe that we fulfilled our obligation to
12 denonstrate the prudence of the acquisition adjustnent?
13 And our response was, yes, we believe that we've made
14  sufficient docunentation -- denonstration that the
15 continued prudence of the acquisition adjustnent is
16  appropriate.
17 Q Ckay. And is that part of the settlenent
18 agreenent?
19 A It's not part of the settlenment agreenent, but
20 it's very clear based on that comunication with
21  Comm ssion staff what our position was.
22 Q s that nore or less clear than the testinony
23 of M. Becker and M. Wassell about the in-service date
24 of the LNG facility?
25 A To ne, this is very clear. It's -- we have
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1 evidence that denonstrates what's been included. W

2 have an order fromthe Conm ssion that says that we can
3 include the AGLR acquisition adjustnment in rates for

4 recovery.

5 In that particular order, the Comm ssion asked
6 FCGto cone back in its next base rate proceedi ng and

7 present information related to the continuing -- to

8 continuing the acquisition adjustnent in rates, which we
9 did. And the Comm ssion approved our settlenent

10 agreenent, which included very clear communication to

11 staff that we intended for the -- | amsorry, that the
12 prudence of the acquisition adjustnment had been

13 fulfilled and that we could continue to include it in

14  rates.

15 Q When did the Commi ssion tell you to cone back,
16 FCG?

17 A In the 20 -- 2007 order -- and | can take you

18 there if you would |like nme to. But in the 2007 order,
19 it clearly says that the AGLR acquisition adjustnent can
20 be included in rates, and that the -- that FCG woul d be
21 required to come inin its next base rate proceeding to
22 discuss and address the continued recovery of it in

23 rates, which is what FCG did in nunerous testinmonies in
24  the 2017 rate case.

25 Q Did they know that the conpany was going to be
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1 sold in the future?
2 A | have no idea.
3 Q Okay. The staff, when they asked the question
4 in the 2017 agreenent, did they know that FCG had been
5 sold?
6 A | have no idea, but | don't know how nuch
7 that's really relevant. The acquisition adjustnent is
8 part of utility plant, and utilities are offered the
9 opportunity to recover that plant, and therefore, that's
10 why we believe it's appropriate to continue to include
11 it.
12 Q Just to be clear, | think -- | thought -- you
13 agree -- well, let ne ask it this way: Uility plant
14 in-service never includes an acqui sition adjustnent,
15 does it?
16 A Not in plant in-service. But if you |ook at
17 the Code of Federal Regulations for gas utilities,
18 acquisition adjustnments, which is recorded in account
19 114, is part of the total cost of utility plant.
20 Q But it's not -- it's not depreciable plant
21 i n-service, right?
22 A It's not plant in-service. It does get
23 anortized, though, simlar to what you have for
24  depreciation.
25 Q And it's not what is considered original cost
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1 of the plant when it's first devoted to utility service,
2 is that correct?

3 A Not when it's first devoted to utility

4 service. However, it becones part of the cost of

5 utility plant on an entity's books and records.

6 Q Okay. Does FPL believe that OPC is an

7 essential party to any validity of any settl enent

8 agreenent?

9 A | amnot an attorney. | can't answer that.
10 Q Okay. Are you aware that the conpany has

11 argued to the Comm ssion and the Suprene Court that the

12 Public Counsel is not an essential party before?

13 MR, WRIGHT: (Objection, Chairman. W are

14 getting a little far afield here of FCGin this

15 base rate case.

16 CHAl RVAN FAY: M. Rehwi nkel, this is getting
17 alittle beyond her scope.

18 MR. REHW NKEL: Well, she's testified that M.
19 WIllis, who is a nenber of the Public Counsel's

20 office, did or didn't do sonething, and as a part
21 of the settlenent agreenment, the conpany can rely
22 on it. So the question arises, is the Public

23 Counsel an essential party to a settlenent

24 agreenent such that the Conm ssion can rely on

25 their putative reliance on the Public Counsel's

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

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



922

1 participation in settlenent agreenents. |It's right
2 in her testinony on page 12.

3 CHAI RVAN FAY: Yes. Then | think nmaybe the

4 better question is can she rely on that kind of

5 testinony to make that decision, if OPCis a

6 required party for any sort of conclusionary --

7 MR. REHW NKEL: She said she doesn't know, so
8 Il wll accept that.

9 CHAI RVAN FAY: Ckay.

10 MR, REHW NKEL: Thank you.

11 CHAI RVAN FAY:  Yep.

12 BY MR REHW NKEL:
13 Q On page 15, lines six through nine of your

14  testinony.

15 A In rebuttal ?

16 Q Yes, nmm'am

17 A Page 157

18 Q Yes.

19 A And lines which? | amsorry.

20 Q Si x t hrough ni ne.

21 A Ckay.

22 Q Make real sure that's the right ones. Yes.
23 You say there that the proposed treatnent of

24 the AG acquisition adjustnent is, quote, consistent

25 with the 2018 settl enent agreenent, right?
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1 A That's correct.

2 Q Now, can you show ne in the 2018 settl| enent
3 agreenent where that consistency is found?

4 A | cannot, because there is no discussion of
5 the acquisition adjustnent in the actual 2018 settl enent
6 agreenent. However, | have already pointed out that

7 we've had discussions with staff in our data responses
8 related to the settlenent agreenent in the 2017 rate

9 case that clearly states that we believe that the

10 continued prudence of the acquisition adjustnent in

11 rates has been fulfilled, and therefore, there is no

12 nore need to discuss it or present any other evidence.

13 Q On page 16 of your rebuttal testinony -- well,
14 | have given nyself a wong reference here. Let's see.
15 | amsorry, yes, on -- starting on line two. Do you see

16 where it says: |In fact, FCG s AGR acquisition

17 adjustnent already survived a subsequent acquisition for
18 ratenmaki ng purposes. FCG was acquired by AGR in 2004,
19 and the positive AGLR acqui sition adjustnent was

20 approved in the AG order issued on Novenber 13, 2007.
21  Subsequently, on July 1, 2015, AG.R was acquired by

22  Sout hern Conpany, and FCG becanme a subsidiary of

23  Southern Conpany Gas. Despite the subsequent

24  acquisition by Southern Conpany Gas, the AGR

25 acquisition adjustnent was continued.
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1 Did | read that right?
2 A Yes.
3 Q Ckay. So just so we understand the
4  chronol ogy, the 2004 acquisition adjustnent resulting
5 when Atlanta Gas & Light bought FCG from NU was not
6 approved until the 2007 rate case, is that right?
7 A | don't believe there was a 2007 rate case. |
8 think that order was issued outside of a rate case
9 proceeding.
10 Q kay. The 2007 order?
11 A Yes.
12 Q But it wasn't an order specifically to approve
13 the acquisition, because the Comm ssion doesn't approve
14  nmergers of gas conpanies, right?
15 A My understanding is, is that order for the
16  Comm ssion was specific to the acquisition adjustnent
17 that we are discussing here today.
18 Q Okay. The Conm ssion doesn't approve a merger
19 of a gas -- of two gas conpanies. They are just
20 addressed in a future proceeding, right?
21 A | don't know if | know the answer to that.
22 Q Ckay. The subsequent nerger that you are
23 tal king about was when AG. was acqui red by Southern, is
24  that right?
25 A That's correct.
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1 Q Okay. And wouldn't you agree that this case
2 is the very first opportunity for the Conm ssion and
3 others to address the Southern acquisition?
4 A The Sout hern acqui sition?
5 Q Are you saying -- I"'msorry. | apol ogize.
6 Let nme strike that question.
7 So the very first opportunity for the
8 Comm ssion and others to address the Southern
9 acquisition was in the 2017 rate case, right?
10 A That's correct.
11 Q And that -- but the acquisition by Southern of
12 AGL occurred in 2015, as you testified, right?
13 A | believe I corrected it to 2016.
14 Q Ckay.
15 A Yes.
16 Q But the -- okay.
17 And as we've discussed, you nentioned the
18 staff discovery that's a part of your -- your
19 testinony -- rebuttal testinony exhibit, at pages 14,
20 lines nine through 26. You indicate that that |ends
21  support to an inplicit approval of the AG acquisition
22  adj ustnent?
23 A That reference was specific to the data
24 response to Comm ssion staff's questions related to the
25 settlenment agreenent.
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1 | would like to point out that in the 2017

2 rate case, there were a few w tnesses that provided

3 testinony around nultiple factors associated with the
4 continued recovery of the acquisition adjustnent that
5 was filed, | believe, in direct testinony.

6 Q And those are the three testinonies in the

7 footnote that | directed you to earlier --

8 A That's correct.

9 Q -- on page 137

10 A Yes.

11 Q Ckay. Isn't it true that the staff's

12 discovery that you have referenced only asked about the
13 denonstrated continuity -- continuation of the 2007

14  approved acqui sition adjustnment and not whether it

15 survived a subsequent purchase, is that right?

16 A My reading of the data response was related to
17 the continuance of the acquisition adjustnents in rates.
18 It did not discuss subsequent acquisitions.

19 Q Vell, to be clear, the question | asked you
20 was: There is nothing in the discovery response --

21 questions fromthe staff or the response fromthe

22  conpany about the issue of whether a subsequent

23 purchaser is allowed to continue the acquisition

24  adjustnent that was recorded by a previous purchaser,

25 does it?
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1 A It does not, but | don't if that's really
2 relevant.
3 Q Ckay. Wuuldn't you agree that NextEra and FPL
4 did their own independent due diligence and did not rely
5 on anyone else for determning the value of the assets
6 they were buying fromthe Southern Conpany?
7 A | did not participate. However, ny
8 understanding is as part of any due diligence, the
9 conpany has all public available information to it, so |
10 am-- | amsure it was relied on as part of the process.
11 Q Well, what is the it that you nentioned there.
12 You said it was relied on, what are you --
13 A We usual ly have a group of folks that work on
14 nmergers and acquisitions. | don't participate in those,
15 but | amsure those folks rely on anything that's
16 avail abl e when they are review ng acqui sitions.
17 Q kay. Let's go to, if we can, we are on
18 Exhibit 192, and ask if you could turn to page 101 of
19 179. Do you see that?
20 A Yes.
21 Q Wul d you agree that this is the beginning
22 page of the stock purchase agreenent between 700
23  Universe, LLC, and Southern for FCG?
24 A Yes. That's what it appears to be.
25 Q kay. And if you could turn to page 134 of
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1 179.
2 A Ckay.
3 Q And at the top, do you see Section 4.8,
4 | ndependent |nvestigation?
5 A Yes.
6 Q And it says, purchaser, and that would be
7 NextEra, Universe -- 700 Universe, right?
8 A Yes.
9 Q Has -- purchaser has such know edge and
10 experience in financial and business natters as is
11 required for evaluating the nmerits and risks of its
12 purchase of the shares, and is capable of such
13 evaluation. Purchaser acknow edges and agrees that it
14  has conducted its own i ndependent review and anal ysi s,
15 and, base based thereon, has forned an i ndependent
16  judgnent concerning the business, affairs, assets,
17 liabilities, conditions, results of operations and
18 prospects of the conpany.
19 Did | read that right?
20 A Yes.
21 Q And it specifically nentions assets, right?
22 A Yes.
23 Q And this is consistent with what you just
24 testified that there is a group within the corporation
25 that does due diligence and investigation in advance of
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1 mer gers?
2 A That's correct. Sonetinmes we hired outside
3 independent consultants to assist as well.
4 Q Ckay. Now, | thought before | asked you about
5 this, that you -- you said that this group woul d have
6 looked at it, and were you also -- were you referring to
7 the PSC information?
8 A | was referring to public avail abl e
9 information --
10 Q Ckay.
11 A -- in general.
12 Q It sounded |like you were pretty confident that
13 that would include the 2018 order?
14 A It can. Yes.
15 Q Ckay. You woul d agree that neither FPL, nor
16 NextEra or 700 Universe, asked the Comm ssion about the
17 survivability of the AG acquisition adjustnent as a
18 part of any independent determ nation they perforned?
19 A | have no i dea.
20 Q Okay. Well, did you conme across any evidence
21 that the Comm ssion was asked any questions about this
22 before the May 20th, 20187
23 A No. | don't know.
24 Q Ckay. |If they had nade such an inquiry, it
25 woul d have disclosed that NextEra was in -- in a secret
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1 effort to buy FCG wouldn't it?

2 MR WRIGHT: (bjection. Assunes evidence not
3 in the record.

4 MR. REHW NKEL: There has been sone testinony
5 that there is -- there has been no evidence that

6 the conpany told the Conmm ssion that they were for
7 sale during the rate case.

8 CHAI RVAN FAY: Yeah. | wll allowit to the

9 extent at that you can answer, M. Fuentes.

10 nmean, if that's beyond sort of what your know edge
11 woul d be of that process, then that's a fair

12 response, but | don't see it being off limts.

13 THE WTNESS: | am not aware of anyt hing.

14 BY MR REHW NKEL.:

15 Q Ckay. So you don't have -- so that would nean
16 you don't have any direct know edge of whether the

17  independent determ nation that NextEra told Southern

18 they were undertaking involved review ng the two

19 acquisition adjustnment extinguishment orders that

20 M. Schultz cites, do you?

21 A | don't know.

22 MR, REHW NKEL: Ckay. Let's now, M.

23 Chai rman, | ook at an exhibit.

24 CHAI RVAN FAY: The two orders?

25 MR, REHW NKEL: The big fat one that | put out
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1 her e.
2 CHAI RVAN FAY: (kay. The two orders?
3 MR, REHW NKEL: Yes.
4 CHAI RVAN FAY: (kay.
5 MR, REHW NKEL: This would be -- what are we
6 giving this, 193?
7 CHAI RVAN FAY:  Yes.
8 (Wher eupon, Exhibit No. 193 was marked for
9 identification.)
10 MR, REHW NKEL: And the title of this is
11 Orders 2000-1165 and 2005-1242.
12 BY MR, REHW NKEL.:
13 Q So, do you have Exhibit 1937
14 | do.
15 Q Okay. And | apol ogi ze for the heft of this,
16  but | thought | would just be conplete.
17 In your testinony, on page 15, lines 18
18 through 20 -- 22, you refer to the two Conm ssion orders
19 and argue that they are taken out of context, is that
20 right?
21 A That's correct.
22 Q Have you read the orders, or at |east the
23 relevant parts of then?
24 A | have.
25 Q Ckay. Wuld it be fair to say that you had
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1 not seen these orders before the -- M. Schultz filed

2 his testinony?

3 A That's correct.

4 Q Wuld it also be fair to say that you don't

5 have any idea whether these orders were known to NextEra
6 before they acquired FCG?

7 A | don't know, but these orders are very

8 specific to the facts and circunstances in those

9 particular dockets. | would like to point out that

10 those are water and wastewater utilities, that they are
11 not related to gas utilities.

12 Q Let's go, if we can, to the 1165 order, which
13 is -- let's -- let's ook on page -- well, the very

14 first page, this is Order No. PSC-00-1165- PAA-W5, issued
15 on June 27, 2000. And it's for Sun Comrunities Finance

16 Limted Partnership in Lake County, right?

17 A Yes.

18 Q And it appears to be a overearnings

19 investigation, right?

20 A Yes.

21 Q kay. And if we could go to page 17 of this
22 order. The first full paragraph reads -- are you there?
23 A Yes.

24 Q Okay. Acquisition adjustnents are determ ned

25 by conpanies -- by conparing the purchase price to the
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1 net original cost of the property when first devoted to
2 service. Therefore, the conparison would be nade

3 between the purchase price paid by Sun Communities and
4 the net original cost of the assets. Acquisition

5 adjustnents do not survive subsequent purchases of the

6 utility's assets.

7 Do you see that?
8 A That's what it says.
9 Q Is the reference in those sentences to the

10 nature of the company or the utility?

11 A It does not.

12 Q kay. |Is there anything else in the order
13 that you are aware of that |imts this statenent to
14 water and wastewater conpani es?

15 A No, nor does it have anything in it that

16 suggests that it goes beyond water and wastewater

17  utilities.

18 Q Okay. The first sentence there, as a CPA and
19 a longtinme practitioner before the Conm ssion and

20 regulatory utility world, is this sonething you agree
21 with factually?

22 A Yes. However, | don't knowif | would say
23 that the -- for the second part, where you conpare the
24  purchase price to the net original cost when the unit

25 first was devoted to service. Sonetines there is

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



934

1 capital additions that take place after sonething goes
2 into service, so | would say that it would be based on
3 the net book value at the point in tinme of the

4 acquisition.

5 Q Okay. But other than that, you generally

6 agree?

7 A I n general, yes.

8 Q Okay. And again, there is nothing about this

9 sentence that is utility specific. This would be --
10 this is a generic statenent about how utility

11  acquisition adjustnments are determ ned, right?

12 A That's correct.

13 Q Well, let's goto -- | kind of got to go

14  al nost hal fway back, to page 21 of the next order. |If
15 you coul d keep your finger there, | just want to take

16 you back to page one of that order, just so we see --
17 this is Order No. PSC-05-1242-PAA-WS5, right?

18 A Yes.

19 Q And this is a large transfer docket in the
20  water and wastewater world fromdealing with Florida

21  Water Services Corporation and Agua Utilities, is that

22 right?

23 A Yes.

24 Q Ckay. So let's go back to page 21

25 MR, REHW NKEL: Excuse nme, M. Chairman. |
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1 need to get ny bearings here --
2 CHAI RVAN FAY: kay.
3 MR. REHW NKEL: -- on this page.
4 BY MR REHW NKEL.:
5 Q So the second full paragraph, it says:
6 Acquisition adjustnment and accunul ated anortization. Do
7 you see that?
8 A Yes.
9 Q It says FWSC s general |edger for June 30,
10 2024, included AA bal ances -- you woul d agree that neans
11  acquisition adjustnent, right?
12 A That's what it says, yes.
13 Q O $649, 373 and negative $339,459. Do you see
14 t hat ?
15 A That's correct.
16 Q So it looks like there is a positive
17 acquisition adjustnment and a negative acquisition
18 adjustnent?
19 A That's ny understandi ng. Yes.
20 Q For water and wastewater respectively.
21 Consistent with prior Comm ssion decisions, acquisition
22 adjustnments do not survive subsequent transfers. Do you
23 see that?
24 A | do.
25 Q And there is a footnote, and that footnote
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1 references the order that we just reviewed, 1165, right?
2 A That's correct.

3 Q Ckay. |s there anything about this order,

4 other than it being in a W5 docket, that limts it just
5 to water and wastewater conpanies?

6 A No. But the Conmm ssion's decision in this

7 particular docket -- as you can see, it's conplicated.

8 There is a positive acquisition adjustnent, a negative
9 acquisition adjustnent, and so based on the facts and

10 ci rcunstances of this particular case, the Comm ssion

11  ruled in that nmanner.

12 | would like to point out, though, that the

13 AGLR acquisition adjustnent that's included in this

14  proceeding, as we've al ready discussed, survived one

15 acquisition after that, and | am aware of one other that
16 the Conm ssion has ruled on for Peoples Gas as well.

17 Q | have questions about Peoples, but why don't
18 you go ahead and tell us how Peoples factors into this.
19 A The reference to Peoples Gas, and they had an
20 acquisition adjustnent approved by the Comm ssion when
21 it was acquired from Sout hern Conpany Gas. And after

22 that acquisition, there was another one that took place
23 by TECO for 1997, then again by Emera in 2016, and then
24  Peoples Gas cane in for a rate case and had an order for

25 the 2020 docket, and nothing was included in that order
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1 that disallowed the continued recovery of that
2 acquisition adjustnent. So thereby, it survived
3 multiple, actually, acquisitions after the point in tine
4 the Commssion initially approved the acquisition
5 adjustnent.
6 Q Just while we are -- while we are here, the
7 acquisition by Emera was of Tanpa Electric -- well, it
8 was by TECO Energy, right? Wich -- and this as a
9 subsidiary of. There wasn't a direct transfer of Peoples
10 (Gas to Emera, right?
11 A | don't know all the specifics in that case.
12 | just know the summary of the tineline of what took
13 place related to the acquisitions.
14 Q Ckay. You didn't include that in your
15 rebuttal testinony, right?
16 A | did not. | found out about that subsequent
17 to filing ny rebuttal testinony.
18 Q kay. So you didn't rely on that order in
19 rebuttal to M. Schultz, right?
20 A | did not. But | did rely on the fact that
21 the AGLR order -- the acquisition adjustnent did survive
22 a subsequent acquisition when | made that statenent.
23 Q In your testinony, you also indicate that
24 there is a rule, 25-30.0371?
25 A Yes. That's specific to water and wast ewat er
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1 utilities.
2 Q And do you contend that that -- the fact that
3 there is a rule has any bearing on the applicability of
4 orders 1165 and 1242 to AG acquisition adjustnent?
5 A Not necessarily. However, | nean, the two --
6 the order was issued -- went into effect, | believe, in
7 2002, therefore, it cane after one of the orders we just
8 tal ked about, but before one of the orders we just
9 talked about. And | was just nmeking the point that
10 there is a specific water and wastewater rul e that
11  utilities nmust follow relating to acquisition
12 adjustnents. There is not a |ikew se one for gas
13  utilities.
14 Q You woul d agree that -- | think that you said
15 the -- correctly stated that this rule went into effect
16 on 8/4/02?
17 A Yes.
18 MR, REHW NKEL: M. Chairman, | passed out a
19 copy of the rule as an exhibit. It's a one-pager.
20 | don't really need to nake it an exhibit.
21 CHAI RMAN FAY: ldentify for the public. You
22 have that, Ms. Fuentes?
23 THE WTNESS: | do.
24 BY MR REHW NKEL.:
25 Q Wul d you agree that August 4, 2002, was the
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1 tech effective date of this rule?
2 A Yes.
3 Q And Order 1242, that that order was issued
4  Decenber 20, 2005, right?
5 A Yes, that's what it says.
6 Q Al right. And so there is nothing in it
7 rule, because you have clearly shown the chronol ogy that
8 there was the 2000 order, the rule in 2002, and then an
9 order in 2005. |If there was any -- the Comm ssion had
10 i ntended for the 30.0371 rule to undue, or underm ne the
11  inpact of the 2000 acquisition adjustnent order, it
12 woul d have said so in the 2005 order, right?
13 A Ri ght.
14 Q Ckay. And | think you agree that, in your
15 view of the two orders, 1165 or 1242, that they don't
16 nmention Rule 25-30.0371?
17 A | don't recall
18 MR, REHW NKEL: GCkay. M. Chairman, | amat a
19 breaking point in this part of ny cross if a break
20 is in order. | can keep going. It's up to you.
21 CHAl RMAN FAY: | think, M. Rehw nkel, we wll
22 keep going --
23 MR, REHW NKEL: Ckay.
24 CHAI RVAN FAY: -- until about, probably 11:30
25 and then break for the court reporter for |unch,
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1 and then probably conme back around 1:00 is ny plan.
2 So if you are able to break around that

3 timeframe --

4 MR, REHW NKEL: Absol utely.

5 CHAI RVAN FAY: -- or finish with this |ine and
6 the next line of questioning, that would work.

7 MR. REHW NKEL: | just feel bad about going on
8 | ast night and making -- | just -- | sonetines |ose
9 track of time, so, as you can see.

10 CHAI RMAN FAY: W are good. It's 10:50 right
11 now, so go ahead.

12 MR, REHW NKEL: Ckay.

13 BY MR REHW NKEL.:

14 Q Isn't it true that you have not identified any
15 case or order where the issue of whether an acquisition
16  adjustnent survived when a subsequent purchaser acquired
17 the conpany was raised, and then it was affirmatively

18 decided by the Conm ssion to all ow continued recovery of
19 the acquisition adjustnent?

20 A | amsorry, that was a little long. Can you
21 repeat that for ne, please?

22 Q So you have not identified any case or order
23 where the issue of whether an acquisition adjustnent

24  survived when a subsequent purchaser acquired the

25 conpany, that issue was raised and then it was

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



941

1 affirmatively decided by the Conmmi ssion to all ow
2 continued recovery of the acquisition adjustnent?
3 A Let nme try to answer that for you.
4 | haven't done an exhaustive research of al
5 orders and all the details in those specific orders.
6 Wat | can tell you is that | know for certain that the
7 AG.R order allowed FCG to record an acquisition
8 adjustnment. It was addressed in its next base rate
9 proceeding, which was a 2017 rate case, and the
10  Commi ssion issued an order approving our case in that
11  proceeding. Therefore, we have been including the
12 recovery of it there since.
13 Q Okay. But you would agree with ne that in the
14 2017 FCG case, no one raised the issue about whether the
15 AG. acquisition adjustnent survived the acquisition by
16  Sout hern, correct?
17 A | don't recall seeing anything in the prior
18 rate case; however, | don't believe that's really
19 relevant.
20 Q Well, that would be for the Conm ssion to
21  decide, you would agree, right?
22 A That's correct.
23 Q Okay. But you have presented evi dence about
24 M. WIIlis' testinony, about staff discovery. 1In all of
25 that scrubbing of the record, you didn't find where
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1 soneone said, hey, does this acquisition adjustnent

2 survive because Sout hern bought FCG fromit?

3 A That's correct. | don't recall seeing

4 anyt hi ng.

5 Q kay. If an error is made and policy is

6 inadvertently not followed by the Conm ssion, does that

7 mean that they have to keep perpetuating the error?

8 A Are you asking if the Comm ssion nakes an

9 error?

10 Q Yes.

11 A | am not certain what the Comm ssion needs to
12  do.

13 Q Ckay. Do they have to -- well, and ny

14 question is, if the Conm ssion overlooked its policy and
15 allowed an acquisition adjustnent, do they have to keep
16 allowing it even if they think it's the wong thing to
17  do?

18 A | amnot an attorney. | amnot certain what
19 the commssion is required to do.

20 Q That's a fair answer. Thank you.

21 | f you had di scovered an order that had

22 affirmatively and expressly all owed a subsequent

23 purchaser to continue to roll forward an acquisition

24  adjustnent over the objection of a party, you would have

25 Dbrought that to the Comm ssion's attention, |ike you
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1 just did with the PGS order, right?
2 A | amsorry, can you say that again, please?
3 Q I f you had di scovered a Comm ssion order, or a
4 ruling that expressly and affirmatively allowed the rol
5 forward of an acquisition adjustnment when a -- there was
6 a subsequent purchase over the objection of a party, you
7 woul d have brought that to the Conmm ssion's attention,
8 right?
9 A Most |ikely.
10 Q kay. You are not aware of any docunment that
11 was created before you filed the case that denonstrates
12 that NextEra affirmatively relied on M. WIIlis'
13 testinony in the 2017 FCG rate case as a part of the due
14 diligence in Section 4.8, have you?
15 A Once again, | didn't participate in that
16 process so | amnot aware of any docunent.
17 Q Ckay. | don't know what the name of that
18 horse is, but I amfinished beating it, so we will go on
19 to -- | just have a few nore questi ons.
20 s it your testinony that there is no nerger
21 or sale of either all or a part of the FCG under
22 consideration?
23 A Yes, | am not aware of anything.
24 Q Wul d you be aware if there was?
25 A Not necessarily.
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1 Q kay. On page 17, line 16 of your rebuttal.
2 A | amsorry, which |ine?

3 Q Li ne 16.

4 A Ckay.

5 Q | think you say there it is entirely unknown.

6 Do you see that?

7 A Yes. That's what it says.

8 Q kay. What is it that is entirely unknown?
9 A Vell, the prior line is discussing whether or
10 not -- that it's inappropriate to incorporate any

11 inpacts of a future acquisition in this base rate

12 proceeding when it's entirely unknown what that may be,

13 and to include it in rates would be inappropriate.

14 Q kay. And what is it?

15 A An acqui si tion.

16 Q Ckay. And the inpact of that?

17 A And the inpact of that acquisition.

18 Q Ckay. | apologize for not recalling the

19 terminology, but you filed sonething |ike a notice of

20 subsequent adj ustnents?

21 A Notice of identified adjustnents.
22 Q Ckay. And when was that filed, do you know?
23 A It's ny Exhibit LF-10. It was filed on

24 August 16th, 2000 -- 2022.

25 Q kay. And just for the record, that -- that
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1 -- if there had been any nergers or anything that would
2 affect the forecasted enpl oyee conpl enent or A&G
3 expenses, or anything like that, you would have put that
4 in that notice, right?
5 A | don't know.
6 Q I f you knew about it, you wouldn't have put it
7 I n?
8 A | don't know because it's a hypothetical
9 transaction you are speaking of. | don't knowif we
10 would have, you know, sufficient information to be able
11 to incorporate. |It's too specul ative.
12 Q Ckay. Are you aware that the Conm ssion has
13 stated in an order in the past that if an acquisition --
14 | nmean, if a nerger or sale was pending during a rate
15 case, or imediately after a rate case, that it could
16 nmake the rates it sets inappropriate?
17 A | am not awar e.
18 Q kay. Wth that answer, | appreciate your
19 patience with ne. Thank you for your testinony.
20 A You are wel cone.
21 MR, REHW NKEL: Thank you, M. Chairman.
22 CHAI RVAN FAY: Great. Thank you.
23 Al right. FEA?
24 CAPTAI N DUFFY: No cross from FEA.
25 CHAI RMAN FAY: Ckay. M. Moyl e?
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1 MR. MOYLE: Thank you. | do have sone
2 guesti ons.
3 EXAM NATI ON
4 BY MR MOYLE:
5 Q Good nor ni ng.
6 A Good nor ni ng.
7 Q | amgoing to just pick up a little bit on
8 this acquisition adjustnent discussion you have been
9 having with M. Rehw nkel.
10 You are aware, are you not, that the
11  acquisition adjustnment rule that he has provided doesn't
12 nmake any reference to a water utility, correct?
13 A It doesn't. But at the top of the rule, it
14  does say 25-7 point, | don't renenber the exact nunbers,
15 and the seven indicates that it's part of the water and
16 wastewater sector.
17 Q Do you see the rul e-nmaking authority section
18 underneath the exhibit?
19 A Are you tal king about the rule?
20 Q That's right.
21 A Yes, | see it.
22 Q And so the rule-nmaking authority is
23  350.127(2), correct?
24 A That's what it says.
25 Q That doesn't reference water in any way
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1 either, does it?

2 A It doesn't. | don't even know what those

3 nunbers nean.

4 Q Ckay. And then the sane question with respect
5 to the second reference, 367.121, do you know if that

6 references water specifically?

7 A It doesn't. However, again --
8 Q You said it does not?
9 A | amsorry, at the top it says 25 dash -- it's

10 30.0371, acquisition adjustnents.
11 When | have researched rul es before on the
12 Comm ssion's web site, that 30 neans that it's part of

13 wat er and wast ewat er .

14 Q Ckay. And | am-- but | amdirecting you to
15 statute -- statutes authority, right?

16 A Ckay.

17 Q And did you go | ook at the statutory

18 authority?

19 A No.

20 Q Ckay. So you don't -- you don't know whet her
21 those statutory authorities reference water or not one
22 way or the other?

23 A | don't know.

24 Q So it's your belief and testinony that the

25 acquisition adjustnent rule is limted only to water and

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



948

1 wastewater utilities?

2 A This particular rule, in ny opinion, rel ates
3 to acquisition adjustnents for water and wastewater

4 utilities only.

5 Q And you woul d assune -- | nean, rules -- rules
6 give guidance to the PSC and authority to the PSC to

7 take certain actions and provide criteria, correct?

8 A That's correct.

9 Q And so there is no simlar guidance or

10 authority with respect to adjustnents for electric or
11  natural gas conpanies, correct?

12 A Are you aski ng about acquisition adjustnents
13 specifically?

14 Q Yes.

15 A Yes. There is no such rule for either gas or
16 electric.

17 Q Have you made any judgnents as to whet her any
18 of the criteria set forth in this Rule 25-30.0371

19 acquisition adjustnments, would any of the provisions

20  woul d nmake sense to also apply to other -- other
21 utilities, like electric or natural gas?
22 A | would say in sone sections, yes, | would

23 agree, and it's consistent wwth what's in the CFR
24 Q And this AGR acquisition, you would agree, |

25 nmean, it's an issue in this case, correct?
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1 A | believe it's an issue in this case.

2 However, | would take the position that it's already

3 been addressed.

4 Q Ckay. And | amgoing to let -- let your

5 lawyer ask you sone foll owup questions on that so, you
6 know, it's sufficient just to say, yes, it's an issue in

7 t he case.

8 A Ckay.

9 MR, WRI GHT: Chairman, she can explain her

10 answer. |f he doesn't |like the answer, that's --
11 t hat doesn't change the fact that she's allowed to
12 expl ain her answer. She answered yes or no. She's
13 allowed to clarify and explain her answer.

14 CHAI RMAN FAY: Yeah, M. Myle, she's able a
15 |l oud to provide clarification. To your point, if
16 she noves on to anot her subject, or el aborates on
17 that, interrupt and nove on to the next question.
18 MR, MOYLE: | appreciate that. | nean,

19 earlier on she was putting in the tag line,

20 however, we are still below earnings, we are still
21 bel ow earnings. That didn't have anything to do

22 with the question. It was just a tag line. So |
23 have a series of questions, | would just prefer if
24 we can that -- you know, M. Wight is a good

25 | awyer, if he thinks it's a point that needs to be
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1 followed up on, he can, but | wll -- | wll try to
2 be conversational and also be efficient.

3 CHAI RMAN FAY: Yeah, | understand.

4 And, Ms. Fuentes, | wll allow sone | eeway, as
5 this is a rate case, and |I think the Conm ssion

6 shoul d i ntake whatever information appropriate

7 wi thin our scope and jurisdiction. Wth that said,
8 M. Myle pointed out, if it's a response that's a

9 yes or no, and you are trying to address sonething

10 for another topic, or sonmething that you have

11 repeated before isn't necessary. Feel free to

12 answer yes or no and then nove on to the next

13 questi on.

14 THE W TNESS: Ckay.

15 CHAI RVAN FAY: Thank you.

16 BY MR MOYLE

17 Q One of the provisions in this acquisition
18 adjustnent rule | assune that you woul d think makes
19 sense for consideration is found in the paragraph two,
20 where it says, anticipated cost efficiencies. Do you

21 see that?

22 A | amsorry, which |ine?

23 Q Sixth I'ine.

24 A That's one of nultiple things that are stated

25 in that section.
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1 Q Right. And do you agree that that cost

2 efficiency is a factor that this comm ssion shoul d

3 consider when nmeking a judgnment with respect to

4 acquisition adjustnents?

5 A Yes.

6 Q You woul d -- you would agree with ne that the
7 discussion that you have had with M. Rehw nkel wth

8 respect to the LNG facility was not a nodel for

9 efficient -- efficient siting and construction of an LNG
10 facility, correct?

11 A | amsorry, | amnot quite sure | understand

12 your question as it relates to this rule.

13 Q | amjust asking you, shifting topics to

14 LNG - -

15 A Ckay.

16 Q -- you provide testinony about LNG and the LNG

17 facility, correct?

18 A Yes.

19 Q M. Rehw nkel, if | understood sone of the

20 points he was making, is this LNG facility, in prior

21 testinony, you all said, we need this now. It's going
22 to be inportant to the people in south Florida that they
23 have gas, hospitals, wastewater treatnent facilities,

24 that prior testinony said we need it nowin order to

25 serve these custoners, correct?
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1 A That's what the testinony stated, but | am not
2 testifying to the LNG facility itself in this
3  proceeding.
4 Q Ckay. But with respect to recovery, you are
5 testifying with respect to recovery of the LNG facility,
6 and it's been sonething that you have been recovering
7 for for five years, correct?
8 A Yes, | amtestifying to the recovery of it in
9 this proceeding based on the estinmated costs at this
10 point in tine.
11 Q Right. And it was originally supposed to go
12 I n service back in that 2017 case, you know, within a
13 year fromthe testinony, correct?
14 A That's what the testinony referred to, but the
15 order actually contenplates it going beyond that date.
16 Q So -- and again, | amjust asking you if you
17 can say, yes, that's what it said, the testinony said it
18 was supposed to go into effect in 2017, 2018, but as we
19 sit here today, it's still not operational or in effect,
20 correct, the LNG facility?
21 A That's what witness Howard had testified to
22  yesterday.
23 Q Ckay. And with those facts, nmy question is,
24 is you would agree that the fact pattern with respect to
25 that LNG facility is not a shining exanple of an
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1 efficient process to get an LNG | ocated and built and
2 sited, correct?
3 A | can't speak to that process. | am not
4 involved init.
5 Q And you know they had to change sites from one
6 site to another, correct?
7 A | am aware of that. Yes.
8 Q And you know that they did engineering
9 drawings and analysis for a site that never -- never
10  becane fruitful ?
11 A | am aware of that.
12 Q And that's sonething that you should try to
13 avoid if you can when you are locating facilities,
14 correct?
15 A | don't know if | necessarily agree with that
16 100 percent. There is lots of nuances invol ved.
17 Wtness Howard testified that -- to that yesterday.
18 Q And he essentially testified that the zoning
19 on the property was not lined up and in order at the
20 point in tinme when the decision was nade to nove forward
21 with siting the LNG facility there, correct?
22 A | don't recall everything he testified to
23 yesterday.
24 Q Thi s whol e acqui sition adjustnent issue,
25 issue, | nean, | think it's in this order, but typically
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1 howit works in a regulatory context is if you are

2 buying another regulated entity, the anount that is in
3 rate base of the other entity, the acquisition target,
4 if youwll, that it gets transferred onto the books of
5 the acquiring entity at net book value, correct?

6 A Typically, yes.

7 Q And then just tell nme -- tell ne your

8 understanding. You are a CPA licensed in Virginia,

9 correct?

10 A Yes.
11 Q Tell me what net book val ue is.
12 A Net book value typically represents the

13 original cost of an asset |ess accunul ated depreciation
14 at a point in tine.

15 Q So for an exanple, if | ambuilding a facility
16 that serves custoners in the natural gas world, and it
17 costs $100 million just to keep the math sinple, how

18 does depreciation work to reduce the val ue of that

19 asset?

20 A Vell, it depends on the service |ife of the

21 asset and how |l ong that asset woul d be depreciated. So
22 as you nove forward in tinme, it will slowy be

23 depreciated. And ultimately, at the end of the useful

24 |ife, it should be zero.
25 Q kay. And so ratepayers wll pay on, you
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1 know, on the value of the asset, say, starting at 100
2 mllion. Year two, there is sone depreciation. It
3 would be, you know, 95 mllion that they would pay on,
4 or sone |ower nunber. And then in year three, it would
5 be here, and they woul d keep paying until it's zeroed
6 out, is that right?
7 A That's typical ratenaking. Yes.
8 Q Okay. And have you found that that typically
9 works well, that that's part of the regulatory conpact?
10 A | amsorry, can you say that question again,
11 pl ease?
12 Q Sure.
13 Have you found that what we just tal ked about
14 with respect to how depreciation works, that that
15 typically works well, and it's part of the regulatory
16 conpact that exists between consuners, utilities and the
17  Public Service Conm ssion, or the regulating entity?
18 A Yes.
19 Q You woul d agree that -- that the depreciation
20 associ ated with the RSAM nechanism that is al so
21 sonething that is before this comm ssion today, that
22 that makes a different use of depreciation, correct?
23 A Coul d you define different use of depreciation
24 for nme, please?
25 Q Well, you do have sone testinony about the
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1 RSAM correct?
2 A Very little.
3 Q Yeah. And do you have an understandi ng of

4 what the RSAM i s?

5 A | do.
6 Q So coul d you explain that?
7 A So witness Canpbell is the witness that

8 testifies to the four-year rate plan, which includes the
9 use of an RSAM | think he m ght be the better person

10 to ask the specifics of.

11 Q Well, I may have sonme questions for him but
12 he is not -- not a CPA, is he?

13 A | don't believe he is.

14 Q Yeah. And you have been providi ng accounti ng

15 related advice and services to FPL for how nmany years?
16 A Oh, boy, | have been -- probably about the

17 last 15 or 16 years.

18 Q Ckay. So do you have an understandi ng of how

19 depreciation is used in the RSAM - -

20 A Yes.

21 Q -- et hod?

22 A Yes.

23 Q And can you tell ne about that, what your

24  understanding is?

25 A So within the RSAM we have what we call RSAM
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1 adjusted depreciation rates, which are attached to ny

2 direct testinony as Exhibit LF-5B -- | amsorry, is it

3 3B. It's 5B, | amsorry -- and those depreciation rates
4 have different service lives than those that are in the
5 2022 depreciation study. And those resulting

6 depreciation rates under the RSAM scenario are used as

7 part of the conpany adjustnent that | have included in

8 ny revenue requirenent cal culation, which results in

9 $2.7 mllion of lower revenue requirements than if the
10 depreciation rates used in the 2022 study were used.

11 Q But fundanentally in the RSAM net hodol ogy, and
12 howit's used, you don't use the depreciation |ike we

13 tal ked about earlier, where you use the depreciation to
14 pay down the bal ance of the asset, correct? You use the
15 depreciation to make changes wi thin your books and

16 records related to earnings, is that fair?

17 A Not quite. | believe attached to w tness

18 Canpbell's direct testinony is MC-6, which describes the
19 RSAM nmechani sm and how it's accounted for.
20 Q But you woul d agree that the RSAM net hod uses
21  depreciation in a way different than you and | just
22 discussed a few m nutes ago?
23 A Yes. | believe that's correct.
24 Q Do you still receive training in accounting?

25 Lawyers have to take CLE courses. Do you have to do
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1 that as part of your professional training or staying

2 up-to-date?

3 A Yes.
4 Q What do you have to do?
5 A In order to maintain ny license, | have to

6 have a certain anopunt of credit hours on an annual basis

7 for keep ny CPA |icense.

8 Q And do you do that?
9 A O cour se.
10 Q You have never had any training or education

11 that suggests that the use of an RSAM net hodol ogy is an
12 accounting nechanismthat is wdely recognized and

13 approved, correct?

14 A No. However, it's --

15 Q | amsorry, that was a bad question. Is it
16 correct that you have never received that training? |If
17 you go yes or no and then provide the explanation.

18 A That | have never received RSAM specific

19 training?

20 Q That's right, in any of your educati onal

21 updates and staying up to speed on accounting

22 mechani sns?

23 A Not outside of FPL. However, | have received

24  internal training on it.

25 Q Okay. But you can't -- that interna
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1 training, you can't -- you can't use to satisfy any
2 requirenents that you are accredited and up to speed on
3 the accounting requirenments that the state of Virginia
4 requires, correct?
5 A | don't know if that's 100 percent true. W
6 do internal training that covers nultiple topics
7 associated with accounting itens, which we do receive
8 CPE credit for.
9 Q Are you fam liar wth FASB?
10 A Sonmewhat. | amnot a technical accountant. |
11  amnore of a regulatory accountant.
12 Q What is FASB?
13 A Fi nanci al Accounting Standards Board.
14 Q Do you know if they have put forward any
15 information with respect to this accounting approach
16 that you are asking the Conm ssion to approve in your
17 rate case, this RSAM approach?
18 A | have no idea, but | do know that for
19 regqul atory purposes, because we are a regulated entity,
20 that our GAAP results |l ook to what the Conmm ssion allows
21 us to recover through rates.
22 Q Are you aware of any situation in which RSAM
23 has been approved in a way that you are asking for the
24 Comm ssion to approve it today in any other jurisdiction
25 in the world?
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1 A | don't know. Wtness Allis mght have been a
2 good person to ask that question. But | do know this

3 conm ssion has approved a never simlar mechanismfor

4 Florida Power & Light nunerous tines.

5 Q And that has al ways been approved pursuant to

6 a settlenment agreenent, correct?

7 A That's correct.
8 Q And with respect to settlenent -- settlenent
9 agreenents, | know you have testified that you haven't

10 been involved in sone of them but you have a genera

11  understanding that settlenent agreenents are bil ateral
12 and involve give and take, and parties negotiate and

13 sonetines horse trade things, correct?

14 A Correct.

15 Q And you are also aware that the Conmm ssion,

16 when they are considering a settlenment agreenent, that
17 there is typical -- it's typical for themnot to have
18 the ability to pick and choose provisions that they |ike
19 and they dislike, and say, we don't like this provision.
200 We think this is bad policy, that the settlenent

21 agreenents are typically presented to themin an, in

22 effect, take it or leave it that says you have to

23 approve everything or the deal doesn't nove forward,

24  correct?

25 A | amnot an attorney, so | am not sure what
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1 the Conmission is allowed to do and what they are not
2 allowed to do.
3 Q There was a settlenent agreenent that M.
4  Rehwi nkel shared with you. Do you a review settl enent
5 agreenents ever as part of your work responsibilities?
6 A Yes.
7 Q And the provision | described, have you seen
8 that in settlenent agreenents, where all of the
9 provisions have to be approved by the Comm ssion in
10 order for things to nove forward?
11 A | don't recall.
12 MR MOYLE: |If | can have a couple of m nutes,
13 M. Chair.
14 CHAI RVAN FAY: (kay.
15 BY MR MOYLE:
16 Q The LNG facility, M. Rehw nkel asked you
17  about -- about how -- how that -- how that would work
18 with ratepayers paying for an LNG facility that is not
19 providing any useful service to the custoners now. You
20  woul d agree that ratepayers have paid, what,
21 approximately $11 mllion thus far for this LNG facility
22 that's still not operational ?
23 A | woul d agree.
24 Q And you woul d al so agree that the Conm ssion
25 is free to make what ever decision they see as the right
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1 decision, given the facts that they' ve heard with
2 respect tothis LNGfacility, correct?
3 A Correct.
4 Q And you are not telling themthey have to do
5 one thing or the other? | nean, if they find the
6 argunent of OPC and ot hers persuasive to say, wow, Yyou
7 know, this has taken a long tine. There has been no
8 service provided. Maybe we should take that 11 mllion
9 that's already been paid and give it as a credit to the
10 custoners, that could be done, correct?
11 A It could. However, | would |ike to point out
12 that the conpany, even with the recovery of the
13 estimated anbunt of the LNG facility since its | ast base
14 rate proceeding, that the conpany continues to
15 underearn, therefore, we are not recovering our full
16 revenue requirenents.
17 Q But that doesn't have -- | nean, the LNG
18 facility doesn't have really anything to do with the
19 fact that there is underearnings taking place, correct?
20 A The -- | disagree. The revenue requirenents
21 associated with the LNG facility that were contenpl ated
22 in the 2018 settl enent agreenent are part of a overall
23 general base rate increase at that point in tine. And
24  is | have already pointed out nunmerous tines, the
25 conpany has been continuing to underearn under its
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1 current rates, therefore, I would disagree with any

2 r ef und.

3 Q And the point you are nmaking is essentially,
4 well, even though this LNG facility is a big expense and
5 has alot of rate -- rates associated with it noving

6 forward -- what is it, 67 mllion is what the projected

7 cost is now?

8 A | believe it's $68 mllion.

9 Q Right. And you already have in hand 11,
10 right?

11 A We have in hand, based on the nath you

12 provided, 11 -- approximately 11 mllion of revenue

13 requirenents that we have been recovering over the |ast
14  four years. However, we are not recovering our ful

15 cost at this point in tine.

16 Q Right. Can you think of any other business

17 where soneone goes out and spends noney to build

18 sonething and the end product is not yet being delivered
19 where -- where the business is nmaking noney on the

20 delays associated with an effort?

21 A No, | can't think of anything.

22 Q | had -- | have been warned about using

23 analogies that may not be in tune with the tinmes, and so
24 | ama little hesitant, but Muhammad Ali, do you know

25 Muhammad Ali ?
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1 Yes.

2 Q Do you know the bol o punch, does the bolo

3 punch ring a bell?

4 A Nope.

5 MR, WRI GHT: Chairnman, before we get too far
6 along the line, can we just keep the questions to
7 the facts that are specific to this case and not
8 f amobus boxers?

9 BY MR MOYLE

10 Q | promse | won't bring up Perry Mason, but |
11 do just want to nmake a point that the LNG facility, |
12 nmean, that doesn't have a whole ot to do with the point
13 that you have nade three or four tines, that you are
14  underearning, correct?

15 A | believe it does.

16 Q You think it does --

17 A Yes.

18 Q -- because it's a big nunber?

19 MR MOYLE: Well, that's all | have. Thank
20 you.
21 CHAI RMAN FAY: Okay. Thank you, M. Moyl e.
22 Al right. Staff?
23 MR. JONES: Thank you, Chairman.
24 EXAM NATI ON
25 BY MR JONES:
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1 Q Good afternoon, M. Fuentes.
2 A Good afternoon.
3 Q Is it correct that FCGis requesting an
4 inplenentation date of February 1st, 2023, for the
5 revised depreciation rates in this case?
6 A Yes. And that's consistent with the timng of
7 when we are requesting base rates to be in effect.
8 Q Is it correct that FCG s 2022 depreciation
9 study includes data through Decenber 31st, 20227?
10 A Yes.
11 Q Are you famliar with Rule 25-7.045?
12 A s that the depreciation rule?
13 Q Yes, ma' am
14 A | ama little famliar wwth it, yes.
15 Q | amgoing to read an excerpt fromit. The
16 rule states that submtted data, including plant and
17 reserve bal ances, for conpany planning involving
18 estimates shall be brought to the effective date of the
19 proposed rates. Can you pl ease explain how an
20 inplenentation date of February 1st, 2023, comports with
21  Rule 25-7.045(4)(d)?
22 A | amsorry, | have the rule here. Can you
23 point nme to where you were readi ng?
24 Q Absolutely, it's (4)(d).
25 A Ckay.
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1 Q Yeah. | will read the excerpt again for you.
2 Subm tted data, including plant and reserve

3 bal ances, for conpany planning involving estinmates shall
4 Dbe brought to the effective date of the proposed rates.
5 Can you please explain how an inplenentation date of

6 February 1st, 2023, conports with this rule?

7 A Il wll try to answer your question for you.

8 So the rates that are in the depreciation

9 study were based on forecasted data through the end of
10 2022. The resulting rates under the conpany's alternate
11 scenario were used to cal cul ate depreciati on expense as
12 a conpany adjustnent, as | have in ny testinony.

13 Therefore, | believe that we've -- that we've conplied
14 with this requirenent.

15 Q Awesone. Thank you.

16 For ny next set of questions, | amgoing to be
17 referring to Exhibit 42 and Exhibit 2.

18 A | don't know what those are.

19 Q Those are the MFR schedules, MFR A-3 with and
20 without RSAM MR A-4 with and w t hout RSAM

21 A | need to get those.

22 Q All right. Do you have those? And if not, we
23 can provide those for you.

24 A No, we have el ectronic copies, but if you have

25 a hard copy, that m ght be quicker.

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



967

1 Q Al right. | wll get that to you?
2 CHAI RMAN FAY: Just one minute, M. Fuentes,
3 and let's see if we have a hard copy available. |If
4 not, we can -- would you be able to work off the
5 | apt op?
6 THE WTNESS: | can. | would need to know
7 what those MFRs are again.
8 CHAI RMAN FAY: (Gkay. M. Jones, go ahead.
9 THE WTNESS: Thank you very mnuch.
10 BY MR JONES:
11 Q Those MFRs are going to be MFR Schedul e A-4,
12 MFR Schedule A-4 with RSAM M-R Schedul e A-3 and MFR
13 Schedule A-3 wth RSAM
14 A kay. | have them here.
15 Q Al'l right. So please turn to MFR Schedul e
16 A-4, line three, Columm 5.
17 Is it correct that this reflects a projected
18 test year anmpunt of 20,501,181 for depreciation and
19 anortization expense based on FCG s 2022 depreciation
20  study?
21 A No.
22 Q All right. Please turnto MFR -- excuse ne,
23  why not?
24 A The anmount that's reflected for depreciation
25 anortization expense on MFR A-4 in Colum 5 relates to
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



968

1 the depreciation at current depreciation rates, as well
2 as other anortizable property.
3 Q Thank you.
4 I f the Conmm ssion approves a February 1st 2023
5 inplenentation date for the revised depreciation rates,
6 do you believe there should be an adjustnent nade to the
7 projected test year anmount?
8 A | don't believe so. Al of our MFRs that we
9 have prepared in the proceeding are based on a cal endar
10 vyear, so it's based off of January through Decenber of
11 2023. W are just asking for rates to be inplenented on
12 February 1st.
13 Q Thank you.
14 Please turn to MFR Schedule A-4 wth RSAM
15 line three in Colum 5.
16 s it true this reflects a test year anount of
17 17,316,572 for a depreciation and anortizati on expense
18 based on FCG s RSAM proposal ?
19 A Actually, yes, | believe so. And | would need
20 to correct ny statenment on the prior MFR with the
21 without RSAM scenario. | didn't notice the heading up
22 here. | thought this was just the per book anounts
23 wthout any adjustnents, so | apol ogi ze.
24 Q Yeah, no probl em
25 I f the Comm ssion approves a February 1st,
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1 2023, inplenentation date for the revised depreciation
2 rates, do you believe there should be an adjustnent nade
3 to that amount?

4 A | don't believe so, for the sane answer |

5 provided on the w thout RSAM

6 Q Thank you.

7 Pl ease turn to MFR Schedul e A-3, line five,

8 Colum 5.

9 Is it true that this reflects a projected test
10 year bal ance of 209, 404,639 for the accunul at ed

11  depreciation and anorti zati on based on FCG s 2022

12 depreciation study?

13 A Yes, however, | think you quoted the anount
14 incorrectly.

15 Q What is the correct anount?

16 A 209, 484, 639.

17 Q Al'l right. Thank you.

18 I f the Comm ssion approves a February 1st,

19 2023, inplenentation date for the revised depreciation
20 rates, do you believe there should be an adjustnment nmade

21 to that anount?

22 A No, for the same reasons | have stated before.

23 Q Thank you.

24 Pl ease turn to MFR Schedul e A-3 wi th RSAM

25 line five, Colum 5 -- |line five Colum 5.

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

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



970

1 Is it true that this reflects a projected test
2 year bal ance of 207, 905, 346 for accunul ated depreci ati on
3 and anortization based on FCG s RSAM proposal ?
4 A That's correct.
5 Q I f the Comm ssion approves a February 1st,
6 2023, inplenentation date for the revised depreciation
7 rates, do you believe there should be an adjustnent nade
8 to that anmount?
9 A No, for the sanme reasons | have al ready
10 st at ed.
11 MR JONES: Al right. Thank you. No further
12 guesti ons, Chairnman.
13 CHAI RMAN FAY: Geat. Thank you.
14 Conmi ssi oners?
15 Conmmi ssi oner La Rosa, you are recogni zed.
16 COW SSI ONER LA ROSA:  Thank you, Chairman.
17 | just got a quick question maybe a little bit
18 out of the weeds.
19 When devel opi ng your revenue requirenments,
20 what do you consider -- what did you consider when
21 you are | ooking at a higher cost environnent that
22 we are currently going through as interest rates
23 and costs?
24 THE WTNESS: So the forecast w tness,
25 M. Mark Canpbell, could probably provide sone nore
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1 clarity around that.
2 We forecast, | know, by the end of -- | think
3 our forecast was | ocked down at the end of 2021
4 and therefore, lots of MFRs to prepare. So we have
5 to |l ook down the forecast at a certain point in
6 time, otherw se we would not make our filing date.
7 But he m ght be able to provide nore clarity on
8 that for you.
9 COW SSI ONER LA RCSA:  Thank you.
10 CHAI RMAN FAY: kay. G eat.
11 Ms. Fuentes, | just have a quick question for
12 you.
13 | know, starting on page 12 of your rebuttal
14 I's your testinony related to the acquisition
15 adj ustnent, and you include sone testinony about
16 the rule and the process of what's previously been
17 done, and how we are -- how we have been situated
18 at this current point.
19 How do you envision -- so when you tal k about
20 two being renpoved, how do you envision the
21 Commi ssi on, based on your testinony here, nakes a
22 session on that acquisition adjustnment? | nean,
23 it's a specific issue in the Prehearing Order, and
24 so we have the positions on it, but if the
25 presunption that it's been decided and there is
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1 not hing el se to be included, what should the
2 Comm ssi on be | ooking at to make our deci sion?
3 THE WTNESS: So you could | ook at the prior
4 rate case and the evidence that was presented in
5 that docket. Like | nentioned before, there were a
6 few wi tnesses that provided testinony around the
7 conti nuance of the acquisition adjustnment and
8 rates. There were specific factors that they need
9 to address. They are all laid out in those
10 testinonies. And to the fact that we responded to
11 staff's questions in the prior docket that we
12 believe that all issues related to the continued
13 recovery has been resol ved.
14 CHAI RMAN FAY: Okay. And then typically the
15 petitioners have the burden to prove sonething up
16 and in a filing. Wen you tal k about the renoval,
17 are we | ooking for sonething in the record that
18 woul d all ow us to renove that acquisition
19 adjustnent if that's the decision we are making, or
20 do you still believe it's upon the utility to show
21 within this testinony that it's been satisfied?
22 THE WTNESS: | think that in this particular
23 docket, we did not need to present any additional
24 evi dence on the continued recovery of it. It's
25 been quite sonme tine since the initial acquisition
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1 adj ust nent was approved by this conm ssion, and we
2 conplied with all prior Conm ssion requirenents
3 associated with the continued recovery of it.
4 And | did provide sone evidence today rel ated
5 to subsequent acquisitions that have taken pl ace,
6 and the continued recovery of those acquisition
7 adjustnents and rates in those particular entities.
8 CHAI RMAN FAY: (kay. Geat. Thank you.
9 Wth that, M. Wight, | will nove to you for
10 redi rect.
11 MR MOYLE: M. Chairman, if | could ask for
12 your indul gence. There was one point that |
13 addressed in nmy opening that | overl ooked in ny
14 notes that | have, like, two or three questions I
15 woul d like to ask the witness out of order.
16 CHAI RMAN FAY: | will allowit, M. Myle,
17 just for the recognition that out of order is a
18 concern, because once everybody has asked their
19 questions, then if there is a topic that wants to
20 be addressed follow ng that, procedurally, there as
21 due process issue there. |If these are not
22 questions related to anything that's just been
23 asked after your questions, then | will deemit
24 appropriate, but --
25 MR MOYLE: Ckay.
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1 CHAI RVAN FAY: -- | do also want to see if the
2 utility has any concern with that.

3 MR WRIGHT: W'l allowit with a short

4 | eash.

5 CHAI RVAN FAY: Al right. M. Myle, you are
6 recogni zed for your questions.

7 MR. MOYLE: | mght be able to do it in one

8 guesti on?

9 CHAI RVAN FAY: Ckay.

10 FURTHER EXAM NATI ON

11  BY MR MOYLE

12 Q This is related to the RSAM I n ny opening
13 comments, | made a representation that | thought that
14 FPL had earned at the top of its range through the years
15 in which it's been able to enploy the RSAM Is that
16 true, to the best of your know edge, that FPL has been
17 able to earn at the top of its range in the years that
18 it is making use of the RSAW?

19 A | don't know for certainty if it was every
20 single year, but I know for a fact that FPL has been
21 earning within its ROE range since its settl enent

22 agreenent.

23 Q And do you do those cal cul ations for FPL?

24 A | do not, but | do see themregularly.

25 Q Ckay. Thank you.
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1 CHAI RMAN FAY: Okay. M. Myle.

2 M. Wight, when you are ready, redirect.
3 MR, WRI GHT: Thank you, Chairnman.

4 FURTHER EXAM NATI ON

5 BY MR WRI GHT:

6 Q | have got a couple redirects to follow up

7 here just to clean up a little bit. | want to follow up
8 first on Chairman Fay's question regarding what's in the
9 record to support renoval of the acquisition adjustnent.
10 | s FCG proposing to renmbve an acqui sition

11  adjustnent as part of this case?

12 A No, it's not.

13 Q Ckay. | want for just nake sure we understand
14 chronology a little bit. Wen was FCG acquired by AGR?
15 A I n 2004.

16 Q Okay. And when was the order approving the

17 acquisition adjustnent approved?

18 A 2007.

19 Q And did that order require FCG to address the

20 permanence of the acquisition adjustnent in its next

21  base rate case?

22 A Yes.

23 Q And then FCG was acqui red by Sout hern Conpany,
24  correct?

25 A That's correct.
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1 Q And when did that occur?
2 A In 2016.
3 Q And then after the acquisition by Southern,

4 there was the 2017 rate case, correct?

5 A Correct.

6 Q And to your know edge, did FCG address the

7 permanence in the 2017 rate case?

8 A Yes.

9 Q Okay. And the 2017 rate case resulted in a

10 settl enent, correct?

11 A That's correct.

12 Q And subj ect to check, would you agree that

13 settlenment was signed on March 12th, 2018?
14 A | believe so.

15 Q Okay. And you referred to your

16 page three, which is an Interrogatory No. 159, do you

17 recall that?

18 A Yes.

19 Q And if you know, was this discovery request on

20 the settlenment itsel f?

21 A No.
22 Q Does it ask --
23 A | amsorry, yes -- yes, it is specific to the

24  settlenent agreenent.

25 Q And does it ask the position of whether the

Exhi bit LF-8,
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conpany believes the acquisition adjustnent had been
addressed in the proceeding and is addressed in the

settl enent ?

A Yes.
Q Yesterday you were asked a | ot of questions
about -- around the parent debt adjustnent in FCG s

annual reports, do you recall that?

A Yes.

Q And you were asked about MFR C-26, do you
recall that?

A Yes.

Q Do you have that? |If not, | can provide a
copy to you.

A Yes, if you give ne one nonent. | have it.

Q Ckay. And what year is MFR C-26 for?

A The historical year, 2021.

Q kay. And you were asked several tinmes about
the note on the bottom Can you, just to get us
reoriented here, could you repeat the note, or reread
t he note?

A Sure.

Florida Cty Gas is not including an incone
tax adjustnent for interest expense of Florida Power &
Li ght Conpany's investnent in equity of Florida Cty

Gas. Florida Gty Gas' dividends to parent have
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1 exceeded equity contributions from parent.
2 Q Ckay. And you were asked a nunber of

3 questions about OPC cross-exam nation Exhibit 186. Do

4 you still have that?

5 A Yes.

6 Q Can you turn to page 207

7 A Ckay, | amthere.

8 Q Al right. And this is a statenent of

9 retained earnings froman FCG annual report, correct?

10 A Correct.

11 Q And for what year is shown on page 207?

12 A 2021.

13 Q Ckay. So based on the information shown on

14  page 20 of OPC cross-exam nation Exhibit 186, is the
15 note on the bottomof MFR C 26 correct?

16 A Yes.

17 Q And just for clarity, were the dividends

18 higher than the contributions fromFPL in 20217

19 A Yes.

20 Q And al t hough you sponsored MFR C-26 for the
21 hi storical data for year 2021, who's the witness from

22 the conpany that addresses the parent debt adjustnent?

23 A FCG w t ness Canpbel | .

24 Q You were asked a | ot of questions today about

25 -- yesterday and today about the LNG facility, and in
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1 particular about the 2.5 mllion of revenue requirenents

2 for the LNGfacility that are included in current rates.

3 | amsure you recall that |line of questioning, correct?
4 A Yes.
5 Q Al right. You referred nultiple tines to

6 your rebuttal exhibit, LF-8, pages seven and eight, to

7 support the fact that the 2.5 million is included in

8 current rates, correct?

9 A Correct.

10 Q First, this exhibit that's included in LF-8,
11 did you produce that to parties in discovery in this

12 case?

13 A Yes.

14 Q And was the revenue cal cul ati on shown on pages

15 seven and eight prepared for this case?

16 A No. They were prepared in the 2017 rate case
17  docket.
18 Q kay. And do you have an understandi ng of why

19 that was prepared for the 2017 rate case?

20 A The initial response in the 2017 rate case was
21 provided in a response to a POD. | have no know edge

22 other than that. However, | do know it was updated

23 based on -- in negotiation settlenents in the 2018 rate

24 -- | amsorry, the 2017 rate case, which is the anpunts

25 that we see here on ny exhibit.
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1 Q Is it your understanding this revenue

2 requirenent was provided to parties in the 2017 rate

3 case?
4 A Yes.
5 Q And is it your position that the 11.5 mllion

6 revenue increase agreed in the settlenent in the |ast

7 rate case included the 2.5 mllion associated with the
8 LNG facility?

9 A Yes, that's ny understandi ng.

10 Q And to your know edge, did Ofice of Public
11  Counsel sign that settlenment agreenent?

12 A Yes.

13 Q And was that settlenent agreenent approved by
14 the Conm ssion?

15 A Yes.

16 Q And | believe M. Myle asked you -- you

17 participated in settlenents before, correct?

18 A Maybe one or two.

19 Q Okay. And are you generally aware that a

20 settlenment on revenue requirenent is a conprom se of

21 positions and has puts and takes?

22 A Yes.

23 Q So the 11.5 mllion increase agreed to in the
24 2018 settlenent agreenent could have invol ved ot her

25 consi derati ons and concessions, correct?
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1 A Absol ut el y.
2 Q You were asked by OPC about incentive for

3 shareholders to finish the LNG facility, do you recal

4 that?
5 A Yes.
6 Q Wul d you agree that the 3.8 mllion

7 additional revenue increase upon the in-service would
8 provide an incentive to finish the LNG facility as soon

9 as possible?

10 A Yes.
11 Q | believe yesterday you were asked about your
12 statenent on page 18 of your rebuttal testinony. | wll

13 give you a nonent to turn there.

14 A Ckay.

15 Q Al right. And you were asked about your

16 statenent where you disagree with OPC witness Schultz's
17 reconmmendati on regardi ng the revenue requirenents for

18 the LNG facility included in current rates.

19 My question is: Is it your understandi ng that

20 OPC wi tness Schultz recommends that FCG shoul d not have

21  been recovering the 2.5 million in current rates?
22 A That's ny under st andi ng.
23 Q And | know you di sagree with wi tness Schultz,

24  put if witness Schultz is correct, would you agree that

25 the parties to the settlenent in the |last rate case
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1 still agreed to the 11.5 mllion increase?
2 A Yes.
3 MR, MOYLE: That calls for speculation. |
4 nmean, he is asking her about a settlenent. She
5 wasn't a participant init. [It's in a couple of
6 questions --
7 MR WRIGHT: | amasking if the parties agreed
8 in the settlenent.
9 MR. MOYLE: The settlenent is in the record.
10 CHAI RMAN FAY: M. Wight, do you have nore
11 guestions regarding the settl enent?
12 MR WRIGHT: No, that is ny |ast question.
13 CHAI RMAN FAY: Geat. Thank you.
14 Al right. Wth that, Conm ssioners, let's go
15 ahead, we wll take in exhibits before we conplete
16 this witness, and then we wll |ook to break for
17 | unch.
18 So with that, first, let nme go to you, M.
19 Wight, and nake sure we get the right listed
20 exhibits in the record here, so you wouldn't want
21 to go ahead and identify?
22 MR, WRI GHT: Sure. FCG would nove exhibits
23 identified as 17 through 22, and Exhibits 107
24 t hrough 112.
25 CHAI RMAN FAY: Okay. And | originally had
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1 also 23, which is LF-6 in here.

2 dntr. wi: I'msorry. | think that's the

3 second tine | have mssed it. Yeah -- | amsorry,
4 let nme try again. 17 through 23 and 107 t hrough

5 112.

6 CHAI RVAN FAY: COkay. No worries. | just want
7 to make sure we get it right. So we have 17

8 t hrough 23 and then 107 through 112. Any

9 obj ections to entering those exhibits into the

10 record? Seeing none, show those entered into the
11 record.

12 (Wher eupon, Exhibit Nos. 17-23 & 107-112 were

13 received into evidence.)

14 CHAl RMAN FAY: And then, M. Rehw nkel, | have
15 186 through 193 for --

16 MR, REHW NKEL: W woul d nove them yes.

17 CHAI RMAN FAY: Okay -- OPC s exhibits for

18 Wi t ness Fuentes, seeing any objections 186 through
19 193. Showi ng no objections, those are entered into
20 t he record.

21 (Wher eupon, Exhibit Nos. 186-193 were received
22 into evidence.)

23 CHAI RVAN FAY: Al right. Wth that, M.

24 Wight, would you like your w tness excused?

25 MR, WRIGHT: Yes. W would ask that

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

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



984

1 Ms. Fuentes be excused.
2 CHAI RVAN FAY: (kay. Ms. Fuentes, thank you
3 for your tine and your testinony today. W
4 appreciate it.
5 THE W TNESS: Thank you.
6 CHAI RMAN FAY: Travel safe.
7 THE W TNESS: Thank you.
8 (Wtness excused.)
9 CHAI RMAN FAY: All right. Conm ssioners, with
10 that, we will be noving to witness Slattery and
11 wi t ness Canpbell after the break. W do have
12 rebuttal only for witness Slatter, and so we w ||
13 take those up and see how the afternoon goes. |If
14 we are close to concluding today, we mght run a
15 little long just to go ahead and concl ude and
16 accommpdat e schedules. And if not, we will take it
17 back up tonorrow norning.
18 So with that, we will break for [unch and cone
19 back here at 1:15. Thank you.
20 (Lunch recess.)
21 CHAI RMAN FAY: Al right. Wl cone back,
22 everyone.
23 W will junp into our next wtness. | wll
24 have Florida City Gas call their next witness. And
25 just real quick for the record, we have -- M.
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1 Crawford is stepping in for Mary Anne, and so just
2 we'l |l take an appearance for you, and with that, we
3 will nove to Florida Gty Gas to call their next
4 W t ness.
5 MR. BAKER  Thank you, Chairman Fay. Florida
6 City Gas calls Kathleen Slattery to the stand.
7 \Wereupon,
8 KATHLEEN SLATTERY
9 was called as a witness, having been previously duly
10 sworn to speak the truth, the whole truth, and nothing
11 but the truth, was exam ned and testified as foll ows:
12 EXAM NATI ON
13 BY MR BAKER:
14 Q Ms. Slattery, could you please state your full
15 npane for the record?
16 A Kat hl een Sl attery.
17 Q Have you been sworn?
18 A Yes.
19 Q And i s your business address 700 Universe
20 Boul evard, Juno Beach, Florida, 33408?
21 A Yes.
22 Q By whom are you enployed and in what capacity?
23 A | amthe Senior Director of Executive Services
24  and Conpensation at Florida Power & Light Conpany, which
25 is the direct parent of Florida Gty Gas.
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1 Q On Cctober 3rd, 2022, did you file 19 pages of
2 rebuttal testinony in this docket?

3 A Yes.

4 Q Do you have any corrections to your rebuttal

5 testinony?

6 A No.

7 Q If | asked you the sane questions contained in

8 your rebuttal testinony, would your answers be the sane?

9 A Yes.

10 MR BAKER. M. Chairman, | would ask that M.
11 Slattery's rebuttal testinony be entered into the
12 record as though read.

13 CHAI RMAN FAY: (Okay. Show it entered.

14 (Wher eupon, prefiled rebuttal testinony of

15 Kathleen Slattery was inserted.)
16
17
18
19
20
21
22
23
24

25
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INTRODUCTION

Please state your name and business address.

My name is Kathleen Slattery. My business address is Florida Power & Light
Company, 700 Universe Boulevard, Juno Beach, Florida, 33408-0420.

By whom are you employed and what is your position?

I am employed by Florida Power & Light Company (“FPL”) as the Senior Director of
Executive Services and Compensation.

Please describe your duties and responsibilities in that position.

I am responsible for the overall design and administration of all compensation
programs. [ share responsibilities with a peer for the total rewards strategy and
programs of FPL and its subsidiaries, including Pivotal Utility Holdings, Inc. d/b/a
Florida City Gas (“FCG” or “Company”).

Please describe your educational background and professional experience.

I am a Florida native and attended Florida State University, where I earned a Bachelor
of Science and a Juris Doctor degree. Before joining FPL, I worked in labor relations
and served as a trustee of two outside electrical worker unions’ pension and health and
welfare funds. I began working at FPL in 1996 as a benefit plan administrator and have
held various positions of increasing responsibility in Human Resources (“HR”) since
that time. My experience has included qualified and non-qualified benefit plan design
and administration, salary and incentive compensation plan design and administration,
and legal compliance of such plans and programs. I have extensive knowledge of the

Company’s compensation and benefits philosophy, plans and programs, as well as its

HR practices and payroll system. As part of my responsibilities, I regularly rely on
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surveys and reports produced by third party organizations to stay abreast of trends in
compensation and benefits throughout the utility industry and other industries and
businesses with which the Company competes for talent.
Did you previously submit direct testimony?
No.
What is the purpose of your rebuttal testimony?
The purpose of my rebuttal testimony is to rebut the direct testimony of Office of Public
Counsel (“OPC”) witness Helmuth W. Schultz, III regarding staffing and payroll,
incentive compensation, benefits, and payroll tax expense of FCG.
Before addressing the specific issues and recommendations raised by OPC, do you
have any general observations?
Yes. FCG’s projected compensation and benefits expense is reasonable and prudent,
and no intervenor has filed testimony providing empirical evidence to the contrary.
Furthermore, FCG’s expense request for 2023 does not include any type of
compensation or benefits expense that the Florida Public Service Commission
(“Commission”) has not previously approved for recovery. The only witness to take
issue with any aspect of FCG’s compensation and benefits is OPC witness Schultz,
who recommends several adjustments. Those recommended adjustments should be
rejected.
Are you sponsoring any exhibits with your rebuttal testimony?
Yes. I am sponsoring the following exhibits with my rebuttal testimony:

e Exhibit KS-1 — FCG Cash Incentive Compared to Market

e Exhibit KS-2 — FCG Position to Market — 2022 Base Pay
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PAYROLL AND STAFFING LEVELS

OPC witness Schultz has made recommendations regarding FCG’s projected
staffing and payroll for 2023. Has he evaluated the required staffing level in view
of FCG’s specific workload or requirements?

No. OPC witness Schultz has arbitrarily selected the headcount level of 173 as of a
random date without contemplation of FCG’s staffing forecast or requirements in the
2023 Test Year. He evidently made no attempt to analyze either industry or FCG’s
specific workload trends and growth requirements, which are much better predictors of
actual needs and, in fact, are the basis for budgeting. FCG witness Howard addresses
these requirements in his rebuttal testimony.

Please explain the gap between forecast and actual staffing that OPC witness
Schultz has identified.

The staff level forecasts are FCG management’s reasonable estimates of what is needed
to do the required work based on optimal staffing levels. From a historical perspective,
in both 2019 and 2020, actual headcount exceeded planned headcount to support
replacement of certain services and functions previously provided by Southern
Company, insourcing, and growth in the business. In 2021, every effort was made to
fill the forecasted positions, but a number of factors made it difficult for the Company
to fill every one of them. Among these are limited availability of a technical and
engineering related labor force, desirability of and competition for in-demand
technology skills, fluctuations in the housing market, and the fiscal restraints the
Company has placed on the competitiveness of its pay and benefits package. In

addition, there was a skilled labor shortage in 2021 due to changes in hiring trends
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associated with the pandemic and the Great Resignation and the rise of the remote work
environment. As a result of these unanticipated factors, the hiring process lagged

behind expectations in 2021.

Despite these hiring difficulties, there have been significant efforts in 2022 to fill these
positions. FCG hired 12 new positions from January to June of 2022. Additionally, as
of September 22, 2022, 8 additional new positions were filled in the third quarter of
2022 (i.e., since responding to OPC’s 1st Set of Interrogatories Nos. 75 and 80), which
increased the headcount to 180. FCG anticipates filling the last 4 new positions and
replacing 3 open positions by the end of 2022. This will result in the planned staffing
level of 187, consistent with the 2023 Test Year forecast.

OPC witness Schultz asserts that FCG failed to include a vacancy factor in its
headcount forecasted for the 2023 Test Year. Do you have a response?

Yes. Since hiring costs and the savings associated with vacancies are offsetting, no
explicit vacancy factor was applied. The impact of vacancy costs due to turnover are
borne by all companies when an employee’s service terminates. Initially, there are
overtime costs associated with other staff handling the work. Then, there are costs
related to recruiting, onboarding, and training replacement employees. Any potential
savings realized from unfilled positions are offset with these unplanned costs.

OPC witness Schultz recommends a staffing level, and corresponding payroll
reductions, for the 2023 Test Year. Do you agree with his recommendations?
No. OPC witness Schultz’s recommendations are premised on the incorrect

assumption that the payroll budget is solely a function of staffing levels. FCG has
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estimated employee projections based on optimal staffing levels. This is because FCG
budgets employee projections at the staffing level necessary to most efficiently get the
work done to ensure the Company delivers on its customer service and reliability
commitments.  As discussed previously, market conditions and workforce
demographic factors caused the Company to fall slightly short of its staffing goals in
2021. The result is that, at times, the Company has to rely on less efficient staffing
models (such as overtime, temporary labor, etc.), which drives costs up. In order to
insulate customers from these potentially higher costs, the Company focuses on total
compensation and benefits at optimal staffing levels when formulating its forecast.
Therefore, the methodology employed by OPC witness Schultz, which only considers
one input in a dynamic equation, is an incomplete analysis, underestimates FCG’s
actual requirements and costs, and should be rejected.

Do you have other concerns with OPC witness Schultz’s methodology?

Yes. Although he presents multiple years of data on his exhibit (HWS-2), OPC witness
Schultz elects to base his recommended adjustment as of a specific date of June 30,
2022, rather than on the growth trend of staffing. His analysis shows that the Company
had higher headcount than planned in both 2019 and 2020, with 2021 being an anomaly
due to the reasons I previously explained, and 2022 showing the result of recruiting
efforts made by the Company. Even if one accepted his methodology, and I do not, it
would be difficult to consider using a point in time rather than business requirements
to forecast the employee complement in any industry or company. It shows a lack of

understanding of the variability and complexity of the work, as well as the fact that the
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FCG rate case is based on a forecasted Test Year and not a historic Test Year, as further

explained by FCG witness Campbell.

INCENTIVE COMPENSATION

On page 40 of his testimony, OPC witness Schultz recommends that FCG exclude
incentive compensation in the calculation of FCG’s base rates consistent with
Order No. PSC-2010-0153-FOF-EI. Are you familiar with this Order?

Yes. This Order was issued in FPL’s 2010 rate case. In that Order, all executive
incentive compensation was excluded from base rates. For non-executive stock-based
incentive compensation, 50% of restricted stock and target performance share awards
were excluded, as well as 100% of any expense above target for performance shares.
FPL consistently has reported the exclusion of these portions of executive and non-
executive incentive compensation from net operating income on its earnings
surveillance reports to the Commission since 2010.

Did FCG make these same exclusions to its incentive compensation expense for
the 2023 Test Year in its original filing?

No, there is no specific order requiring FCG to make such an adjustment to its incentive
compensation expense.

Is FCG making an adjustment to its 2023 Test Year net operating income related
to incentive compensation?

Yes. Although there is no specific order requiring FCG to make such an adjustment,
FCG has elected to make an adjustment to its 2023 Test Year executive incentive

compensation expense consistent with the FPL methodology and has included those
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adjustments as part of its recalculated revenue requirements. However, we continue to
believe these expenses are necessary and reasonable, a critical component of cost of
service, a significant driver behind FCG’s performance, and properly recoverable in
rates. They are effective tools in attracting, retaining, and engaging the required

workforce, and play a significant role in delivering value to customers.

These adjustments to the 2023 Test Year incentive compensation expense are reflected
in FCG witness Fuentes’ Exhibits LF-11 and LF-12, Recalculated Revenue
Requirements with and without RSAM, which removes $505,222 in affiliate charges
from FPL (includes both direct charges and corporate services charges) related to
executive cash and stock-based incentive compensation.

Do these adjustments remove SERP expenses from the corporate service charges
as suggested by OPC witness Schultz?

No. Consistent with the adjustments made by FPL pursuant to the order in the 2010
rate case, FCG made no adjustments to remove SERP benefit expenses from the
corporate service charges.

Are there any executive incentive compensation or stock-based compensation
expenses remaining in the 2023 Test Year?

No. These expenses have now been removed entirely from the affiliate charges, and
FCG does not utilize stock-based compensation for FCG employees. Only non-
executive cash incentive compensation expense remains in the test year, and such
expense has been consistently permitted in FCG’s and in FPL’s recovery for as long as

I am aware.
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What is OPC witness Schultz’s recommendation regarding non-executive
performance-based cash incentive?

OPC witness Schultz recommends a disallowance of 100% of the $163,461 in long-
term cash incentive expense and a disallowance of $922,865 (or 70%) of the short-term
cash incentive expense of $1,321,611. OPC witness Schultz focuses on a flawed
philosophy that advocates the sharing of cash incentive compensation costs between
customers and shareholders, without offering any evidence that limiting recovery of
one component of FCG’s market-competitive total compensation program will not
harm FCG’s ability to attract and retain the required workforce to deliver on FCG’s
commitments to its customers. OPC witness Schultz’s recommendation should be
rejected.

OPC witness Schultz cites portions of the 2009 Progress Energy Florida (“PEF”)
rate case order in Docket No. 20090079-EI related to cash incentive compensation
disallowance. Does OPC witness Schultz provide a comparison of the 2009 PEF
incentive program design with current FCG incentive program design?

No, he does not.

Are there other rate case orders addressing cash incentive compensation recovery
that OPC witness Schultz has not cited?

Yes. For example, in its April 2012 order in Gulf Power Company’s (“Gulf”) rate case,
Order No. PSC-12-0179-FOF-EI, the Commission rejected OPC’s recommendation to
disallow all incentive compensation, calling it “unreasonable” and citing the negative

impact such disallowance would have on Gulf employees’ compensation compared to
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market median.! The Commission therefore allowed recovery of 100% of Gulf’s
employee cash incentive compensation. In that same order, the Commission also stated:
We recognize that the financial incentives that Gulf employs as part
of its incentive compensation plans may benefit ratepayers if they

result in Gulf having a healthy financial position that allows the
Company to raise funds at a lower cost than it otherwise could.

Id. at p. 94.

Is non-executive performance-based cash incentive compensation a typical and
necessary component of a utility’s total compensation program?

Yes. Market data from World at Work shows that 85% of U.S.-based companies
include performance-based variable pay as part of their total compensation package.
FCG simply cannot compete in the current highly competitive labor market without
inclusion of a comparable, market-based cash incentive compensation program.

Is FCG’s non-executive performance-based cash incentive compensation program
above market?

No, it is at or below market. The Company designs and manages its incentive
compensation program as one element of a market-competitive total compensation
package. We regularly benchmark the components of the total compensation package,
including base salaries, annual pay increase programs, and variable pay awards,
compared to relevant market data, using a variety of nationally recognized third-party
compensation survey sources. Our benchmarking sources include World at Work,
Willis Towers Watson, Mercer, Aon Hewitt, and Empsight. These surveys aggregate

and assess comparative data from other national and regional employers, both in

' Order No. PSC-12-0179-FOF-EI, Docket No. 110138-EIL p. 97, which is available at:
http://www.psc.state.fl.us/library/filings/2012/02020-2012/02020-2012.pdf.

11



10

11

12

13

14

15

16

17

18

19

20

21

22

998

general industry and in the utility industry (representing the labor market in which we
compete for talent). As shown in Exhibit KS-1, our most recent study found that FCG’s
variable incentive pay awards have been below market every year for the period 2019
through 2022.

If FCG’s non-executive performance-based cash incentive compensation program
was reduced or eliminated, would FCG’s base salaries alone provide a market-
competitive compensation package?

No, they would not. FCG performs an annual benchmarking analysis of its base pay
rates. Exhibit KS-2 demonstrates that FCG’s 2022 median base pay is below the market
median or 50" percentile, specifically 4.9% below median for salaried employees and
8.6% below median for hourly employees. Additionally, FCG’s 2023 forecast includes
a 3.0% performance-based “merit” pay increase program. A 3.0% increase will be at
or below market median for a merit-based 2023 salary increase program according to
surveys published in the summer and fall of 2022, which are predicting a market
median 3.5% merit program. Finally, as shown on Exhibit KS-1, market median levels
of performance-based variable pay have recently been at 9.6% of base salaries for this
employee complement. In the aggregate, FCG employees would be compensated
approximately 9.6% below market median if performance-based cash incentive
compensation were eliminated. Clearly, without the inclusion of performance-based
cash incentive compensation, the total compensation package would not be competitive
and FCG would not be able to attract and retain the number and caliber of employees

that are required to deliver on its commitments to its customers.
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On page 38 of his testimony, OPC witness Schultz asserts the fact that other utility
companies offering incentive compensation does not justify or result in it being
included in rates. Do you agree?

No, I do not agree. Based on the prevalence data I have cited, which indicates cash
incentive compensation programs are offered by 85% of employers, and based on the
current at or below market positioning on FCG’s cash incentive and base salary
programs as demonstrated by Exhibits KS-1 and KS-2, FCG must continue to offer a
market-competitive cash incentive compensation program as part of its total
compensation package in order to compete with other employers for attracting and
retaining necessary talent. FCG has demonstrated that the level of cash incentive
compensation and the overall compensation paid to FCG employees is necessary and

reasonable.

Although he acknowledges other utility companies offer cash incentive compensation,
consistent with my assertion that it is a necessary component of pay, OPC witness
Schultz nonetheless suggests that it would be appropriate for the expense to be partially
excluded from rates. I disagree with OPC witness Schultz. Legitimate, reasonable
expenses incurred in delivering service to our customers should be recovered. I submit
that 100% of the performance-based cash incentive expense is necessary and

reasonable and, therefore, 100% of the expense should be included in rates.

13
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OPC witness Schultz criticizes FCG’s lack of studies of what incentive
compensation expense is allowed or not allowed for recovery in other
jurisdictions. Why do you not have any such study?

Allowance or disallowance in other jurisdictions is in no way material to the
Company’s annual benchmarking study used to determine the market-competitive pay
practices and pay levels necessary for FCG to attract, motivate and retain the high-
performing workforce needed to deliver safe, reliable, cost-effective service to our
customers. No utility company can afford to lose increasingly scarce trained, technical,
and professional talent by cutting its incentive compensation opportunity to less than
market-competitive levels.

Would FCG need to consider restructuring its total compensation package if any
non-executive performance-based cash incentive compensation was excluded?
FCG believes its current market-competitive total compensation program, with its
emphasis on performance-based pay, is optimal and significantly benefits customers.
However, if denied recovery of its necessary, prudently-incurred cash incentive
compensation expense, FCG would need to consider reallocating its pay mix to assure
cost recovery for a reasonable, competitive level of total compensation. This could
potentially lead to a reduction in performance-based variable cash incentive
compensation and an increase in base salaries and/or other fixed-cost programs. We
do not believe this would be the ideal result, but if regulatory policy were to preclude
recovery of a portion of total compensation just because it is labeled incentive
compensation, then FCG (and perhaps other utilities) may be induced to redesign its

programs.

14
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On page 39 of his testimony, OPC witness Schultz raises concerns with the
documents that FCG provided in support of its incentive compensation plans. Do
you have a response?

Yes. The Company provided three incentive compensation-related documents
responsive to the OPC’s First Request for Production of Documents No. 19, which
were comprehensive and adequate documentation of FPL’s and FCG’s incentive
compensation plans and programs for which Company employees are eligible. These
same documents have been filed in response to similar OPC requests for production of
documents in FPL’s 2012, 2016, and 2021 rate case dockets and have been accepted.
On pages 36 and 37 of his testimony, OPC witness Schultz complains that the
number of FCG employees denied a performance-based incentive compensation
payout due to poor performance for 2019 through 2021 should have been higher.
Do you have a response?

Yes. The Company’s robust performance management system provides multiple
opportunities during the annual performance cycle for self and supervisor assessment,
feedback sessions, and course corrections where necessary. In addition, the Company’s
emphasis on pay for performance, including the inclusion of a performance-based cash
incentive opportunity in the market-competitive total compensation package, helps
develop a culture of employee commitment to individual, business unit, and company
performance. As aresult of the regular check-ins and pay-for-performance culture, few
Company employees who intend to stay with the Company fail to meet supervisor

expectations by the end of the performance period.
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As further support for his recommendation for partial disallowance, OPC witness
Schultz criticizes FCG’s goal setting and achievement. How does FCG establish
its goals under the non-executive performance-based cash incentive compensation
program?

FCG’s performance indicators are typically consistent from year to year; however, the
goals for these indicators are set annually and some goals are adjusted based on prior
years’ achievements. As an example, the call volume goal is based on trends from the
prior year’s actual call volume. The goal for each indicator is assessed annually based
on relevant information, which might include, depending on the indicator, industry
benchmarks, Company plans and forecasts, and historic performance. The Company
employs a robust, iterative process to establish challenging but achievable annual
performance goals, which are designed to drive employee improvement. Goals typically
have some “stretch” to them. For example, OSHA goals are aggressive goals,
underscoring the high degree of importance the Company places on safety.

Did the setting of stretch goals result in lower than prior year incentive payouts
for performance years 2020 and 2021?

Yes. A certain number of goals were not met in plan years 2020 and 2021 and, as
pointed out by witness Schultz and as demonstrated by Exhibit KS-1, the cash incentive
payouts for those years were at levels below the payout levels for plan years 2018 and
2019. However, FCG’s 2022 performance through August was better than plan for the
majority of its indicators, and employee cash incentive payouts are expected to be
similar to historic levels. For the 2023 Test Year, FCG has forecasted the same payout

level as for plan year 2019. As shown on Exhibit KS-1, the 2020 payout for plan year
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2019, while higher than the payouts for plan years 2020 and 2021, was still below
market.

OPC witness Schultz criticizes the increase in cash incentive compensation cost
from $1,315,053 in 2019 to $1,772,728 in 2023 as shown in the Company’s response
to OPC’s First Set of Interrogatories No. 61. Is his criticism warranted?

No. Per the Company’s response to OPC’s First Set of Interrogatories No. 54, for plan
year 2019 the total number of employees who received an incentive compensation
award was 139. As discussed earlier in my testimony, the Company’s 2023 planned
staffing level is 187, and actual headcount as of September 22,2022 is 180. The growth
in performance-based cash incentive compensation cost correlates to the growth in
headcount and to the growth in salaries over time. As I previously stated, the 2023
forecast assumes that the aggregate employee payout level for plan year 2023 will be
similar to the payout level for plan year 2019, not higher.

OPC witness Schultz takes issue with recovery of 2023 performance-based cash
incentive expense before 2023 performance is known and delivered. Is this an
appropriate argument?

No. FCG’s proposed rates are based on a projected 2023 Test Year and, therefore, the
performance-based cash incentive expense is based on a forecast of necessary and
reasonable expenses. As I have explained above, performance-based cash incentive
compensation is necessary to attract and retain talent and FCG’s 2023 forecasted
payout levels are reasonable based on the benchmarking discussed herein and as shown
on Exhibit KS-1. Accordingly, it is appropriate to include the projected expense in the

2023 Test Year net operating income.
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BENEFITS AND PAYROLL TAXES

OPC witness Schultz has recommended an adjustment of $49,533 in benefits cost
for 2023 as a flowthrough of his recommended payroll adjustment based on employee
headcount. Do you have concerns with his recommendation?

Yes. For reasons explained above, his adjustment to the 2023 Test Year headcount
should be rejected and, therefore, his corresponding flowthrough adjustment to payroll
should also be rejected. Based on the optimal staffing levels as forecasted in the 2023
Test Year and the Company’s need to offer a benefit package to each employee, all
expenses that are included in the forecast are necessary and appropriate.

OPC witness Schultz has recommended an adjustment of $122,767 in payroll taxes
for 2023 as a flowthrough of his recommended payroll adjustment based on employee
headcount and incentive compensation. Do you have concerns with his
recommendation?

Yes. For reasons explained above, his adjustment to the 2023 Test Year headcount
should be rejected and, therefore, his corresponding flowthrough adjustment to payroll
taxes should also be rejected. OPC witness Schultz’s calculation of the reduced payroll
tax expense of $51,822 based on his arbitrary recommendation to reduce headcount
regardless of the need to properly staff the Company to service customers should be
disregarded. The remaining portion of OPC witness Schultz’s payroll tax adjustment
of $70,945 is related to his flawed logic on excluding non-executive performance-based
cash incentive compensation expense. FCG must continue to provide a competitive
and appropriate market-based cash incentive program to continue to attract and retain

talent in the current labor market. It is necessary to pay all required payroll taxes

18
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associated with all payroll and incentive compensation expenses therefore the
recommendation made by OPC witness Schultz should be rejected.
Does this conclude your rebuttal testimony?

Yes.

19
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1 BY MR BAKER
2 Q Ms. Slattery, do you have Exhibits KS-1 and
3 KS-1 that were attached to your rebuttal testinony?
4 A Yes.
5 MR. BAKER M. Chairman, | woul d note that
6 these are Exhibits 131 and 132 on staff's
7 conprehensi ve exhibit list.
8 CHAI RVAN FAY: Ckay.
9 BY MR BAKER
10 Q Ms. Slattery, were these exhibits prepared
11 under your direction or supervision?
12 A Yes.
13 Q Do you have any corrections to these exhibits?
14 A No.
15 Q Wth that, Ms. Slattery, would you pl ease
16 provide a summary of your rebuttal testinony?
17 A Yes.
18 Good afternoon, M. Chairnman and
19  Commi ssi oners.
20 My testinony rebuts the testinmony of OPC
21 witness Schultz regarding FCG staffing levels and the
22 conpany's payroll, incentive conpensation, benefits and
23 payroll tax expenses, and explains why his recommended
24  adjustnents shoul d be rejected.
25 Wt hout performng any of staffing | evel
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 analysis, OPC witness Schultz arbitrarily selected a
2 suggested headcount |evel as of a random historical
3 date, and used it to reconmmend a partial payroll and
4 Dbenefits exclusion. He nmade this recommendati on w thout
5 evaluating FCG s required staffing | evels, workload
6 trends or gromh requirenments. Yet FCG s enpl oyee
7 conpl ement has been growing. And despite tenporary
8 post-pandemic hiring difficulties, FCGis on target to
9 reach the forecasted 2023 headcount.
10 Wtness Schultz's reconmended adjustnment to
11  payroll and benefits shows a | ack of understandi ng of
12 the variability and conplexity of the work, of the need
13 to forecast enployee conpl enent based on busi ness
14  requirenents, and of the fact that this rate case is
15 based on a forecasted test year rather than a historical
16 test year. OPC witness Schultz al so recommends
17 adjustnents to incentive conpensation expense.
18 My rebuttal testinony denonstrates that FCG
19 has voluntarily adjusted its expense request to
20 elimnate the portions of incentive conpensation that
21  have been excluded by FPL since its 2010 rate case
22 order, even though Florida Gty Gas is under no such
23 order, and that any additional reduction is unsupported
24  and shoul d be rejected.
25 Only nonexecutive cash incentive conpensation
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 expense remains in the test year. And such expense has
2 been consistently permtted in FCG s and FPL's recovery
3 for as long as | amaware. OPC witness Schultz's

4 recommended di sal | owance of 100 percent of enpl oyee

5 long-termcash incentive and 70 percent of enployee

6 annual cash incentive expense is unsupported and shoul d
7 be rejected.

8 In ny testinony, | provide data denonstrating
9 that performance-based cash incentive conpensation is a
10 typical and necessary conponent of a utility's total

11 conpensation program and that FCG s programis at or
12 bel ow market, as shown on Exhibit KS-1.

13 | further denonstrate that FCG s base sal aries
14 are at or bel ow market, as shown on Exhibit KS-2, and
15 that the 2023 forecast includes a performance-based

16 nmerit pay increase programthat is at or bel ow market.
17 The | evel of cash incentive conpensation and
18 the overall conpensation paid to FCG enpl oyees is

19 necessary and reasonable. And if FCG s cash incentive
20 programwas reduced or elimnated, FCG s base sal aries
21 alone would not provide a market conpetitive pay
22 package. OPC wtness Schultz nonethel ess suggested it
23 would be appropriate for the enpl oyee cash incentive
24  expense to be partially excluded fromrates. W

25 di sagree.

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 Legiti mate reasonabl e expenses incurred in
2 delivering service to our custoners should be recovered.
3 100 percent of the performance-based cash incentive
4 expense is necessary and reasonabl e and, therefore,
5 100 percent of expense should be included in rates. OPC
6 wtness Schultz's recommended adjustnent should be
7 rejected.
8 Thi s concl udes the summary of ny rebuttal
9 testinony.
10 Q Thank you, Ms. Slattery.
11 MR. BAKER: Florida City Gas tenders the
12 W tness for cross-exam nation.
13 CHAI RMAN FAY: Okay. Thank you.
14 Al right. M. Wssling, you are recogni zed.
15 M5. WESSLI NG  Thank you, M. Chairnan.
16 EXAM NATI ON
17  BY MS. WESSLI NG
18 Q And good afternoon, Ms. Slattery.
19 A Good afternoon.
20 Q kay. So if we could start on page 13 of your
21  rebuttal testinony, which is your only testinmony, |ines
22 one through 20. If you could just take a | ook at that
23 and let ne know once you have read through that again.
24 A Yes, | amthere.
25 Q Do you dispute M. Schultz's claimthat, in
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 other jurisdictions, regulators require a sharing of

2 incentive conpensation?

3 A | am not an expert on regul atory recovery in
4 other jurisdictions, so | have no comment on that

5 subject.

6 Q Al right. And also on page 14, |ines one

7 through 10 -- well, you voice a concern here that a

8 utility could | ose personnel if incentive conpensation

9 is not fully allowed in rates, correct?
10 A What | amstating is that you -- the utility
11 will not be able to attract and retain enployees if we

12 do not have a market conpetitive incentive conpensation
13 program and that whether or not it is allowed in other
14 jurisdictions is immaterial to our benchmarking, which

15 shown on Exhibit KS-1 to ny testinony, that proves that
16 we need a market conpetitive incentive conpensation

17  program for our enpl oyees.

18 Q But your incentive conpensation is based on a
19 pmarket that includes other utilities, correct?

20 A That's correct. W benchmark w th other

21 utilities, but our benchmark sources do not gather data

22 in their surveys about recoverability, only about pay

23 | evels.

24 Q And on page 16, lines 15 through 20.

25 A Yes, | amof | amthere.

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 Q You acknowl edge here that the 2020 and 2021
2 incentive conpensation results were | ess than 2019?
3 A Yes. That's true, which denonstrates that our
4 programmng -- our programis working as designed. In
5 years where our stretch goals are not all net, for
6 exanple, the pay -- the payouts will be |ower than in
7 years where nore goals are net.
8 Q So it's fair to say that results can vary from
9 year to year?
10 A Yes. However, they are not that different
11 fromyear to year, as shown on Exhibit KS-1 to ny
12 testinony.
13 And furthernore, in 2022, at m dyear when |
14 | ast checked, the netrics for incentive plan, we were on
15 track to have a payout |evel that was nore consistent
16 wth plan year, | believe it's 2019. Yes, plan year
17 2019.
18 Q It's also fair to say that the costs one year
19 mght be | ower than another year, correct?
20 A It's true that in 2020 and 2021, our payout
21 levels were lower than in prior years. But in 2022, as
22 | have stated, we are on track for payout |evel
23 consistent with 2019, which is also the level that we
24  pudgeted fromthe test year.
25 Q So is that a yes to that particul ar
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 question --

2 A Yes.

3 Q -- including that?

4 A Yes. Absolutely.

5 Q Ckay. Now, if you could turn to page 17,

6 Ilines 14 through 23.

7 A Yes, | amthere.

8 Q Al right. So it's fair to say that FCG has
9 no concrete evidence that the results for 2023 will not

10 be simlar to the results in 2020 or 2021, correct?

11 A That is correct. But as | stated in ny -- in
12 ny introductory summary, this test year is a forecast
13 test year, not a historic test year, and we have

14  included in our 2023 forecast a payout |evel for

15 incentive conpensation consistent with 2019, which was
16 actually | ower than 2018.

17 Q And goi ng back to pages eight and nine of your
18 rebuttal testinony.

19 A Yes, | amthere.

20 Q Al right. So between those two pages, you
21 discuss the incentive conpensation issue that we are

22 dealing with in this case, correct?

23 A Yes. These pages are about incentive

24 conpensati on.

25 Q And you al so nention there that you are
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1 famliar with Order No. PSC 2010-0153-FOF-El, correct?

2 A Yes.

3 Q Al right. And you acknow edge that the

4  Conmmi ssion excluded both executive incentive

5 conpensation and a portion of the nonexecutive incentive

6 conpensation in that order, correct?

7 A That is correct.

8 Q And on |ines 21 and 23 of page eight, you

9 state that FCG has el ected to exclude sonme executive

10 incentive conpensation consistent with the FPL

11 met hodol ogy, correct?

12 A Yes.

13 Q But | amcorrect that you have not excluded a
14  portion of the nonexecutive incentive conpensation,

15 correct?

16 A That's not correct. W have excluded portions
17  of nonexecutive stock-based conpensation. FPL recovers
18 100 percent of nonexecutive cash incentive conpensation.
19 Q Do you have a copy of M. Schultz's testinony?
20 A | do not.

21 Q Are you famliar wwith M. Schultz's testinony
22 wth regard to what FPL did in Docket No. 20210015-El?
23 A | amfamliar wwth his testinony. | have not
24 commtted it to nenory.

25 Q Sure. We'll see if we can work our way
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1 through.

2 Do you know if M. Schultz states that FPL
3 excluded a portion of nonexecutive incentive

4  conpensation?

5 A | believe he stated that, but | say | agree

6 wth that. W do exclude a portion of nonexecutive cash

7 incentive conpensation, and it's the stock-based
8 incentive conpensati on.
9 Q And | amreferring back to your rebuttal

10 testinony, you state that FCG did not make an excl usion
11  of incentive conpensati on because there was no specific
12 order requiring FCG to do so?

13 A In our initial filing, FCG did not nmake an

14  adj ustnent because it was under no order to do so.

15 That's correct. That's what | state in ny testinony.
16 We subsequently nmade an adj ustnent that we've shown on
17 Exhibit to wtness Fuentes' rebuttal testinony. | think
18 it's LF-11 and LF-12.

19 Q Was Florida City Gas an affiliate of Florida
20 Power & Light in any of the previously litigated cases?
21 A | am sorry, could you please repeat the

22  question?

23 Q Was Florida Gty Gas an affiliate of Florida
24  Power & Light in previously litigated cases?

25 A No.
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q | s the incentive conpensation plan used by
Florida City Gas the sane that's used by Florida Power &
Li ght ?

A The current plan is consistent wth Florida
Power & Light's nonexecutive cash incentive conpensation
pl an, yes.

M5. WESSLING  One nonment. Nothing further.
CHAl RVAN FAY: Ckay. FEA?
CAPTAI N DUFFY: No cross from FEA.
CHAI RMAN FAY: Okay. Thank you.
M. Myl e?
MR, MOYLE: Thank you.
EXAM NATI ON
BY MR MOYLE:

Q Good afternoon.

A Good afternoon, M. Myle.

Q Coul d you -- could you just describe for the
Conm ssi on what the benefits are for fol ks who work for
Florida City Gas?

A Yes. So you are asking about the enpl oyee
benefits?

Q That's right.

A Yes. W have a package of benefits avail able
for enployees of Florida Cty Gas that include 401(k),

cash bal ance style pension, nedical, dental, vision.
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1 Those are the primary benefits. There is also sone

2 other voluntary benefits and di scount prograns.

3 Is that sufficient a description? | could go
4 into nore detail

5 Q As | ong as that covers the categories?

6 A It covers the main categories. | nean, there
7 is also short-termdisability, long-termdisability,

8 paidtine off prograns. W have -- you know, we

9 provided a list of and description of all of themin

10  discovery.

11 Q kay. And how much, like, on the nedical, is
12 there an enpl oyee contribution and an enpl oyer

13 contribution, or does the enployer pick up 100 percent?
14 \What's the split, if any, on nedical?

15 A The split of our nedical plan is designed to
16 be 65 percent enployer, 35 percent enployee. And it's
17  primarily a high deductible health insurance plan.

18 That's what nost of our enployees are in, a high

19 deductible plan, with a health savings account, where
20 they put aside their own nobney to cover the high

21  deducti bl e.

22 Q Ckay. And in answer to a prior question, you
23 had said that nonexecutive stock conpensati on was

24  excluded from executives, | believe, and partially

25 excluded fromline enpl oyees, or is excluded from
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1 everybody?

2 A So if you are asking what we've excluded in

3 this case, the answer is 100 percent of executive

4  conpensation and 100 percent of stock-based

5 conpensati on.

6 Only in -- again, the reason that there is no
7  stock-based conpensation is there were no nonexecutives
8 at FCG receiving stock. There was sonme charges com ng

9 in through affiliate charges with sone stock-based

10 conpensation for executives. And we've excluded all of
11 that. Al that is left in this case is nonexecutive FCG
12 enpl oyees cash incentive conpensati on.

13 Q What's the average sal ary of those fol ks?

14 A That's on Exhibit KS-2 to ny testinony. Let
15 nme cite that for you

16 As shown on Exhibit KS-2, the nedian salary of
17  our salaried enployees is 91787, and nedi an based sal ary
18 for hourly enployees is 53, 040.

19 Q And are your non-sal ary enpl oyees represented
20 by a union, or unions, plural?
21 A Not currently. How -- you know, | am not sure
22 about what will happen in the -- that is, you know, w ||
23  happen in the future, but we are currently only dealing
24 with nonunion enployee salaries in this group of this

25 dat aset .
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1 Q And does -- so the conpany doesn't have anyone
2 who works for themthat is wth a union?
3 A Not currently. Not yet. | wll say there has
4  been sone union organi zation that has been going on in
5 the conpany, but | amnot privy to what will happen with
6 that in the future. | just know that when | have been
7  benchmar ki ng these enpl oyees, it's all nonunion sal aries
8 and benefits that | have been benchnmarki ng.
9 Q And when you benchmark it, do you benchmark it
10 also to union salaries as well?
11 A We benchmark job descriptions in salary
12 surveys that we purchase froma nunber of sources that
13 I nclude WIllis Towers Watson, Aon, Mercer and Enpsi ght.
14 So currently, as | said, these positions are nonuni on,
15 and we are primarily | ooking at nonuni on data.
16 Q Right. But the parent conpany of Florida Gty
17 Gas has a nunber of union contracts, does it not?
18 A Yes.
19 Q And are those typically at a higher rate than
20 what you are seeing in the subsidiary?
21 MR. BAKER: |'mgoing to object here. This is
22 starting to get into the territory of Florida City
23 Gas' parent as opposed to Florida Cty Gas itself.
24 MR MOYLE: Well, she's tal king about -- she's
25 I n charge of conpensation and uses benchmarking. |
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1 amtrying just to understand whether they use their
2 parent conpany in any material way for benchmarking
3 t he conpensation | evels.
4 CHAI RVAN FAY: Yeah, | amgoing to overrule.
5 I mean, | think you can speak to an experience what
6 you utilize for Florida Cty Gas, and that may be
7 FPL's nodel. It may be anot her nodel .
8 THE WTNESS: Gkay. To benchmark the
9 conpensation of Florida City Gas enpl oyees, we
10 pur chase surveys fromthird-party salary survey
11 conpani es, which is necessary because antitrust |aw
12 prevents us fromdirectly benchmarking wth other
13 utilities. And those sources include
14 wel | -respected national organi zations such as
15 Wor | dat Wor k, Enpsight, WIllis Towers Watson and Aon
16 Hewi tt, Mercer and others.
17 We purchase those surveys because we need to
18 mat ch the job description for each job in the
19 conpany to, you know, folks with simlar skills,
20 responsibilities, duties and inpact at other
21 utilities. And we -- you know, we benchmark at
22 nmedi an, and that is why Exhibit KS-2 is show ng our
23 position to market agai nst nedian. And these are
24 consi dered, you know, the Best Practices in
25 conpensati on benchmar ki ng.
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850) 894-0828 Reported by: Debbie Krick



1020

1 BY MR MOYLE

2 Q When you are | ooking at these surveys, do they
3 tell you the conpanies that have been surveyed?

4 A Each survey includes a |ist of conpanies that
5 participate in the survey, yes. W do not know which

6 conpanies reported which particular positions. So, you
7 know, the incunbents that reported all the data is

8 aggregated and deidentified. And then, you know,

9 nedian, you know, top quartile, bottomquartile is

10 reported fromthat deidentified dataset.

11 Q Do you nmake any adjustnments with respect to

12 cost of living?

13 A No. We do not have a cost of I|iving

14  adjustnent, nor do we have a cost of |iving adjustnent
15 program W have a performance-based nerit pay increase
16 programone tine per year, which | describe in ny

17 testinony, has been budgeted at 3.0 percent in the test
18 year.

19 Recent survey data that we've purchased from
20 Aon Hewitt and Mercer shows that that is | ow conpared to
21 the current nmarket projection for nmerit base pay

22 progranms in 2023. It's gone up to 3.5 percent to 4.0

23 percent, but our forecasts were all conpleted back at

24 the end of 2021. So at that tine, 3.0 percent seened

25 r easonabl e. Now we know it will be at or bel ow narket.
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1 Q So 3.0 is below narket as you sit here today?
2 A We are predicting that it will be slightly

3 Dbel ow market conpared to the nost recent surveys that we
4 received in the fall of 2022.

5 Q And what do those show as a --

6 A 3.5 percent fromAon Hewitt. | believe 4.0

7 percent Mercer.

8 Q And did you use information from Peopl es or

9 Florida Public Uilities Corporation in the

10  benchmarki ng?

11 A Again, we are not permtted to directly

12 benchmark with a utility because of antitrust |aw, but
13 utilities do participate in the benchmark surveys that
14 we purchase and receive.

15 Q Ri ght. But those other conpanies cone before
16 the Conm ssion |like you are and seeki ng public coment
17 and testinony and informati on about salaries. D d you
18 look at the testinony or anything related to the

19 salaries? | nmean, ny understanding of antitrust is

20 sonmewhat you can't talk and collude with other people,
21 not that you can't look at information that's publicly
22 avail abl e.

23 A That's correct. | do |ook at information

24 that's publicly available, and | do sonetines | ook at,

25 you know, testinony of HR witnesses in cases before the
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1 Commi ssion. But as you know, any infornation about
2 I ndi vidual salaries is confidential, and when it's
3 submtted as a discovery response, it is all treated as
4 confidential and | don't have access to that. | only
5 know, for exanple, Exhibit KS-1 and KS-2 to ny
6 testinony, | see exhibits like that.
7 Q Okay. Are you famliar with any other
8 industry in which the benefits include both a 401(k)
9 plan and a pension plan?
10 A Yes. Absolutely. In addition to benchnarking
11 agai nst other utilities, we benchmark our benefits
12 prograns agai nst general industry. W recently
13 conpleted such a benchmark with Aon Hewitt. They do a
14  conparison of benefits across industries.
15 And we have a pension and a 401(k), but our
16 pension is a cash bal ance style pension which has a
17 1l ower benchmark value than a traditional final average
18 pay program and therefore, although, we have both a
19 401(k) and a pension, we recently benchmarked at, |
20 think we were below nedian in total retirement benefits.
21 | think probably Iike on a benefits index of 100, we
22 were at, like, 97 or 98. W were not at nmedi an.
23 Q When you say you benchmark, was the benchmark
24 | ooking at regul ated busi nesses?
25 A We benchmark with regulated utilities. W
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1 also benchmark with general industry, because we conpete
2 for talent, not only with other utilities, but also with
3 other industries.

4 So for exanple, you know, if we are hiring

5 engineers, |IT professionals, even technicians, we are

6 not just conpeting against other utilities. W are

7 conpeting agai nst phone conpani es, engi neering

8 conpani es, et cetera.

9 So we benchmark both utility and general

10 industry. And as | said, for general industry we are
11  still below nedian for our retirenment benefits package.
12 Q | got a sense that the direction of benefits

13 was going in a general way of offering a 401(k), phasing
14  out pensions. |Is that generally your sense in a broad
15 fashion?

16 A | would agree with you, that there has been a
17 nove in that direction. But | amproud to say that

18 Florida Power & Light was on the | eading edge of the

19 retreat when, in 1997, it discontinued its final average
20 pay pension plan and replaced it with a cash bal ance

21 style plan, which was we were one of the first utilities
22 to do so. | amnot aware of any of utility that did it
23 before us. That significantly reduced the pension

24  burden on FPL custoners.

25 | have an exanple of it in this case. This
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1 forecast test year includes a $1.3 mllion credit

2 agai nst expense fromthe pension plan, because the

3 pension assets which are prudently invested are nore

4  than enough to cover the pension costs for the

5 enployees' accrued benefits. So that |eading edge of

6 the retreat from 1997 is certainly paying off for

7 custoners today, and FCG which was acquired by FPL, is

8 reaping sone of the benefit of that.

9 Q What is your pension average return? You

10 just -- you said there is a credit now --

11 A Yes.

12 Q -- | guess because the pension overearned in

13 ternms of neeting the demands?

14 A | would have to |look that up. | do have

15 interrogatory responses related to pension, but | would
16 have to look it up through interrogatory responses. |
17  have not commtted to nenory the return on asset, but
18 that is a big part of the story here that is producing
19 the $1.3 million credit.

20 Q You can ballpark it. | amnot going to hold

21  you exactly.

22 A | don't want to specul ate.
23 Q Ckay.
24 A Luckily, | have got benefits fol ks that do

25 that every year, and | amnot cl ose enough to have
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1 rmenorized it.
2 Q If it's easily found, | would be interested to
3  know t he nunber.
4 A | am not sure which one of the interrogatories
5 on pension actually has it.
6 Q | tell you what, if counsel wll agree, | can
7 just have it read into the record at a subsequent point,
8 if it's in the record. Her testinony is in the record.
9 She doesn't know where to find it, if that's okay.

10 A It's not in ny testinony. It's in

11 interrogatory responses.

12 Q And that's part the record, | assune?

13 A Ch, okay.

14 MR, BAKER | would think so. | wll --

15 CHAI RVMAN FAY: Do you have any objection? |
16 mean, it's already -- that response woul d al ready
17 be part of the record. | amsorry, M. Myle, are
18 you just asking to verify that that nunber is in

19 t he record?

20 MR. MOYLE: Yeah, and just tell us what the

21 nunber is, you know, if they know where it is.

22 CHAI RVAN FAY: Well, | think Ms. Slattery

23 woul d be the witness to provide that. So, M.

24 Slattery, if you can find that for us so that we

25 can have that within the record, and we can give
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1 you a mnute to do so. And if not, it seens |ike
2 counsel for the utility would allow that to be

3 pl aced in, or recognized, | guess, in the record at
4 sone point so you could utilize it in a brief or

5 post - heari ng.

6 THE W TNESS: Ckay.

7 CHAI RVAN FAY: No pressure, Ms. Slattery.

8 Don't worry, we are --

9 THE WTNESS: | have this very | arge notebook
10 of di scovery.

11 M5. CRAWFORD: M. Chairman, just for clarity,
12 M. Myle, do you happen to know the nunber, or you
13 are asking the witness to provide it?

14 MR, MOYLE: | am asking the w tness.

15 M5. CRAWFORD: Thank you.

16 THE WTNESS: Okay. | have -- | do have sone
17 di scovery. This was in response to FEA' s 2nd

18 Request for Production of Docunents, Request No.

19 12, regarding the pension asset. And it shows that
20 the return on asset is 7.35 percent.

21  BY MR MOYLE
22 Q And what is the anount paid pursuant to the

23  pension?

24 A Paid to a retiree?
25 Q Well, there is a surplus -- there is a surplus
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1 that earns 7.35 percent, and you said there is a credit
2 going back to custoners. So that would tell ne that the
3 anobunt paid out pursuant to the pension plan was |ess
4 than 7.35 percent?
5 A | don't think it works that way. It's not
6 that -- it's not a netting.
7 Q kay. The last -- the last thing I just want
8 to understand and have on the record is that you said
9 that there is -- FPL led the way by transitioning out of
10 a traditional pension plan.
11 A Unh- huh.  Yes.
12 Q My understanding of a traditional pension
13 plan, | wll try to repeat it for brevity, but it's
14 essentially when you retire, you get a set paynent for
15 the rest of your life, is that right?
16 A That's correct. A traditional final average
17  pay pension plan was based on accruing a benefit based
18 on age and years of service that woul d produce either a
19 single-life annuity or a joint survivor annuity for the
20 rest of your life based on retirenent. That is not the
21 type of plan that FPL, and now FCG has had since 1997.
22 | nstead, we have a cash bal ance style plan
23 where, for the first five years of enploynent -- well,
24 for the first year of enploynent, there is no
25 eligibility. After the first year of enploynent, it's a
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1 4.5 percent of salary crediting, which goes up to six
2 percent of salary after five years of enploynent. So
3 it's -- we call this a career averagi ng plan because
4 it's not based on age and years of service.
5 Q Then how do you determ ne the benefit?
6 A That's how the benefit is determ ned, the way
7 | described. It's basically a percentage of salary that
8 accrues in a cash bal ance style account that then earns
9 interest credit on the amount that's been accrued from
10 prior years, in between the service credit each year and
11 the interest credit fromprior years. An account
12 bal ance that | ooks and feels |like a lunp sum It's a
13 lunping sum of cash accrues. And upon retirenent, the
14  enpl oyee can have that converted into an annuity or take
15 it as a lunp sum
16 Q But the enployee can't have it paid out, and
17 say, | think | amgoing to |live for 30 years, pay ne
18 out --
19 A No, they can.
20 Q -- one-thirtieth for the next 30 years?
21 A They can, yes. So when the enployee retires
22 and wants to take a pension, the choices are | unp sum
23 paynent, single life annuity paynment over the rest of
24 the retiree's life, or joint survivor annuity paynent
25 wth 50 percent rights for the survivor, joint survivor
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1 100 percent right for the survivor, it's actuarially

2 calculated what the anmount woul d be.

3 But in general, because this is a career

4 average plan, and not a final average pension plan based
5 on age and years of service, it is -- it is benchmarking
6 lower in value to the enployee than a traditional fina

7 average pay pension plan would, neaning it's worth |ess,
8 and, you know, that has been beneficial to custoners,

9 Dbecause our pension asset nore than covers those service
10 credits and credits that are accruing each year.

11 Q Okay. And everything you described, that al so
12 applies to FPL, correct?

13 A That's correct.

14 Q kay. Well, thank you for the information. |

15 appreciate it.

16 MR. MOYLE: | don't have any further

17 guesti ons.

18 CHAI RMAN FAY: Okay. Thank you, M. Myl e.

19 Al right. Redirect? OCh, excuse ne, staff, |
20 apol ogi ze.

21 MR, JONES: Staff has no questions.

22 CHAI RMAN FAY: Okay. Comm ssioners? No.

23 Ckay. Now M. Baker, redirect.

24 MR. BAKER: W have no redirect for M.

25 Slattery.
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1 CHAI RMAN FAY: Okay. Wth that, M. Baker, we
2 have 131 and 132 --
3 MR, BAKER  Correct.
4 CHAI RVAN FAY: -- on the conprehensive exhibit
5 list. Okay. W will enter those into the record
6 wi t hout objection. Showi ng no objection, 131 and
7 132 are entered into the record.
8 (Wher eupon, Exhibit Nos. 131-132 were received
9 into evidence.)
10 CHAI RMAN FAY: No cross exhibits.
11 Wth that, M. Baker?
12 MR BAKER |If we nmay excuse Ms. Slattery.
13 CHAI RVAN FAY: We wll. M. Slattery, | wll
14 say, as an undergrad in FSU |l aw al umi, thank you
15 for being here. | didn't want to bias the
16 testinony. | wanted to wait until after it was
17 done.
18 THE WTNESS: Thank you. | did notice that in
19 your bio that we have that in common.
20 CHAI RMAN FAY: Yeah. Safe travels. Thank you
21 for your testinony.
22 THE W TNESS: Thank you.
23 (Wtness excused.)
24 (Transcript continues in sequence in Vol une
25  6.)
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



1031

1 CERTI FI CATE OF REPORTER
2 STATE OF FLORIDA )
COUNTY OF LEON )
3
4
5 |, DEBRA KRICK, Court Reporter, do hereby

6 certify that the foregoi ng proceeding was heard at the

7 time and place herein stated.

8 | T I'S FURTHER CERTI FI ED t hat |

9 stenographically reported the said proceedings; that the
10 sane has been transcribed under ny direct supervision;
11 and that this transcript constitutes a true

12 transcription of ny notes of said proceedi ngs.

13 | FURTHER CERTIFY that | amnot a relative,

14  enpl oyee, attorney or counsel of any of the parties, nor
15 aml a relative or enployee of any of the parties'

16 attorney or counsel connected with the action, nor am!|

17 financially interested in the action.

18 DATED this 3rd day of January, 2023.
19
20
21
22 /‘ Vi M‘» f /‘( '7</’; ya
“ KRl CK
23 NOTARY PUBLIC
COW SSI ON #HH31926
24 EXPI RES AUGUST 13, 2024
25
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick





