
Florida Power & light Company, 215 S. Monroe St., Suite 810, Tallahassee, FL 32301 

- 
FPL John T. Butler 

Senior Attorney 
Florida Power & Light Company 
700 Universe Boulevard 
Juno Beach, FL 33408-0420 
(561) 304-5639 
(561) 691-7135 (Facsimile) 

March 18,2008 

-VIA HAND DELIVERY - 

Ms. Ann Cole, Director 
Division of the Commission Clerk and Administrative Services 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 

Re: Docket No. 080001-E1 

Dear Ms. Cole: 

Consistent with Staffs Second Data Request dated March 14, 2008, attached is the 
original and five (5) copies of Florida Power & Light Company’s (“FPL’s”) responses. 

If there are any questions regarding this transmittal, please contact me at 561-304-5639. 

Sincerely, 

I 

John T. Butler 

Enclosure 
cc: Counsel for Parties of Record 

an F P l  Group company 



Florida Power & Light Company 
Docket No. 080001-E1 
03/14/08 Staff’s Second Data Request 
Question No.. 1 
Page 1 of 1 

Q., 
Please refer to Tables 4 I A ,  4,lE,4.2A AND 4.2E and Graphs 4.1 and 4.2. 
Staff would like to know if the true-up calculations and the subsequent years’ 
recovery-factor calculations in Table 4.1A and 4.1B are correct given the following 
hypothetical scena1,io: FPL’s VMM proposal and the following six assumptions: (1) no 
prior year’s true-up provision in the first year, (2) no GPIF reward or penalty, (3) an 
interest rate ofO%, (4) no difference between the actual and estimated End-of-Period 
Total Net True-ups, (5) annual expense estimates of $480,000,000 (coincidentally the 
same number of dollars in each of eleven years), and (6) actual expenses exceeding 
estimated expenses by 10% in the first year, If FPL does not agree with Table 4.1A and 
4..1B which is based on the hypothetical, please explain why you do not agree with the 
calculations in Table 4.1A and 4.1B. 

A. 
For clarification, please see Examples 1 & 2 for a numerical representation of the VMM 
methodology 

FPL does not agree with the calculations shown in Tables 4.1A, 5,.1A, 6 IA and 7..1A. 
FPL does not agree with the calculations in Tables 4 lB, 5..lB, 6 1B and 7 IB as well as 
Graphs 4 1, 5.1, 6.1 and 7 , l  FPL has provided an Excel spreadsheet with corrected 
calculations for the A tables that xeference FPL’s proposal. Additionally, FPL has added 
two columns to all of the A tables that show a calculated recovery factor for each year 
(Column (k)) and the percentage of true-up to jurisdictional fuel revenues applicable to 
the period for each yea (Column (I)). CoIurnn (I) was used to recreate Graphs 4.1, 5 1, 
6,1 and 7.1 which are included on each worksheet tab FPL also created a set of graphs 
on each worksheet tab which uses the calculated data in Column (k) to further 
demonstrate the reduction in vaIiability through FPL’s proposed VMM method, 

FPSC-CGI.IWISSIIIN CLERK 



Florida Power Light Company 
Docket No 080001-El 

3/14/08 Staffs 2nd Data Request 
Attachment, Question 1 

EXAMPLE 1 - UNDER-RECOVERIES IN YEARS 1 AND 2 

Fuel Factor for 2009 - E l  Schedule 

Current Period True-Up 
Line 29a Final True-up Estimated/Actual TNe-up True-up amount included 

Jan 07-Dec 07 

under-recovery under-recovery under-recovery 

Jan 08 - Dec 08 in factor for 2009 
($122 M) (578 M) ($100 M) =(($I22 M) + ($78 M))/2 years 

Fuel Factor for 2009 - E l  Schedule 

Current Period True-Up 
Line 29a Final True-up EstimatedlActual True-up True-up amount included 

Jan 07-Dec 07 

under-recovery under-recovery under-recovery 

Jan 08. Dec 08 in factor for 2009 
(5122 M) ($78 M) ($100 M) =(($I22 M) + ($78 M))/2 years 

Deferred True-Up from previous year 
Line 29b 

Total True-Up 
Line 29c 

Fuel Factorfor 2010 - E l  Schedule 

$0 

(5100 M) 
under-recovery 

Current Period True-Up 
Line 29a Final True-up EstimatedActual True-up True-up amount included 

Jan 08 - Dec 08 

under-recovery under-recovery under-recovery 

Jan 09 - Dec 09 in factor for2010 
($50 M) ($40 M) ($45 M) =(($50 M) + ($40 M))/2 years 

Deferred True-Up from previous year 
Line 29b 

Total True-Up 
Line 29c 

(5100 M) 
under-recovery 

($145 M) 
under-recovery 

Deferred True-Up from previous year 
Line 29b 

Total True-Up 
Line 29c 

Fuel Factor for 2010 - E l  Schedule 

$0 

(5100 M) 
under-recovery 

Line 29a Final True-up EstimatedlActual True-up True-up amount included 
Jan 08 - Dec 08 Jan 09 - Dec 09 in factor for 2010 

550 M $40 M $90 M =(550 M + 540 M) 
over-recovery over-recovery over-recovery 

Deferred True-Up from previous year 
Line 29b 

Total True-Up 
Line 29c 

(5100 M) 
under-recovery 

(510 M) 
under-recovery 



Florida Power & Light Company 
Docket No.. 080001-E1 
03/14/08 Stafps Second Data Request 
Question No.. 2 
Page 1 of 1 

Q.  
Table 4.2A and 4.2B contains the comparable true-up and recovery-factor calculations 
made according to current method (recovery of all under-recoveries in the projected 
year). If the calculations referenced in Question 1 above are in agreement with FPL’s 
proposal, please provide a comparison of the calculations in Tables 4.1A, 4.1B, 4.2A, 
and 4.2B particularly the percents in Column (j) of Page 5 (both tables) and the merits 
of having the various dollar amounts in Column (i) of Page 5 (both tables) r,eflected in 
the subsequent years’ recovery-factor calculations,, Graphs 4.1 and 4.2 contain the 
percents in Column (j) of Page 5 (both tables), 

k 
Please refh to the spIeadsheet FPL has provided that corrects the calculation foI 
FPL’s proposed VMM method under varying scenarios Each worksheet tab contains 
two graphs that demonstrate less variability undei the VMM method 



Florida Power & Light Company 
Docket No 080001-E1 
03/14/08 S t a r s  Second Data Request 
Question No.. 3 
Page 1 of 1 

Q. 
Please refer to Tables SSA through Z.2B and Graphs S.1 through Z.2. 
If the calculations refer'enced in Question 1 (above) are  in agreement with FPL's 
proposal, please provide comparisons like those in Question 2 for the Column (i) 
dollar-amount calculations and Column (j) percent calculations in Tables 5.1B and 5.2B 
(Graphs 5.1 and 5.2) (20% under recovery in the first year), Tables 6.1B and 6.2B 
(Graphs 6.1 and 6.2) (10% under recovery in the first year followed by a 10% over 
recovery in the second year), and Tables 7. lB and 7.2B (Graphs 7..1 and 7.2) (5%, lo%, 
15%, and 20% under recoveries in the first tbr,ough fourth years). 

A. 
Please see response to No 2 



Florida Power& Light Company 
Docket No.. 080001-E1 
03/14/08 Staffs Second Data Request 
Question No.. 4 
Page I of 1 

Q. 
Does FPL agree that its proposed cost-recovery method for under recoveries (Le. 
recovered in two years) compamd to the current method (i.e. recovered in one year) 
does not cause a very significant reduction in cost-recovery factor variability (Tables 
4.1B and 4.2B and Tables 5.1B and 5.2B)? If FPL does not agree, please explain why. 

A. 
FPL does not agree with tbis statement. Please reference FPL’s corrected Tables 
4 , l A  and 5 1A. FPL’s proposed VMM method does result in a significant reduction 
in the variability of the cost-recovery factor under the scenarios proposed in Tables 
4.1, 4 2, 5 1 and 5.2. Under the scenario described for Tables 4 , l  and 4 2, FPL’s 
proposed VMM method results in less cost-recovery factox variability as the original 
under recovery of $48 million in year 0 is collected equally across years 1 and 2 
instead of the entire amount in yea 1 as is the current approach. Likewise, under the 
scenario described for Tables 5.1  and 5 2, FPL’s proposed VMM method results in 
less cost-recovery factor variability as the original under recovery of $96 million in 
year 0 is collected equally across years 1 and 2 instead of the entire amount in year 1 
as is the current approach. 



Florida Power & Light Company 
Docket No.. 080001-El 
03/14/08 Staff’s Second Data Request 
Question No, 5 
Page 1 of 1 

Q. 
Also, does FPL agree that its proposed cost-recovery method for under recoveries, over 
successive periods, (i.e. recovered in two years) compared to the current method (Le. 
recovered in one year) can cause increased cost-recovery factor variability (Tables 7.1B 
and 7.2B), as measured by the ranges of the percents appearing atop Column (j) on 
pages 5,6, and 8? 

A,. 
FPL does not agxee with this statement Please reference FPL’s corrected Table 
7 1A A comparison of FPL’s corrected Table 7..1A and Staff’s original Table 7 2A 
shows that under FPL’s proposed VMM method, the cost-recovery factors are less 
variable than the current approach When comparing the calculated percentage of 
each year’s true-up provision to each year’s jurisdictional fuel revenue (applicable to 
the period), FPL’s proposed VMM method results in percentages ranging from 3% to 
18%, while the percentages for the current approach range from 5% to 20% FPL’s 
proposed VMM approach results in “smoother” cost-recovery factors over successive 
periods of under recoveries, 



Florida Power & Light Company 
Docket No. 080001-E1 
03/14/08 Staff‘s Second Data Request 
Question No.. 6 
Page 1 of 1 

Q,. 
In FPL’s introductory slide from March 11,2008 slide show, on page 2 it states ”FPL 
would collect under-recoveries ofunhedged fuel costs over two years ...‘I. Does FPL 
regard “under-recover,ies of unhedged fuel costs” to be the same as “negative Estimated 
End-of-Period Total Net True-ups?” 

A,. 
Under the VMM proposal, FPL will no longer hedge its natiual gas and heavy oil 
consumption Therefox, unhedged fuel costs refer to total recoverable fuel costs. 



Florida Power & Light Company 
Docket No,. 080001-E1 
03/14/08 Staff’s Second Data Request 
Question No. 7 
Page 1 o f  1 

Q. 
One of the data series shown in Exhibit 2 of the petition is the “customer bill under the 
VMM approach,” in which FPL removed all financial hedges from FPL’s energy 
procurement costs and then recalculated the customer bill based on a 2 year recovery 
period. In a similar manner, please provide a further recalculation of the customer 
bills for 2000 through 2008, based on a single year recovery period rather than a 2 year 
recovery period, thereby showing the customer hill without hedging using the normal 
true-up process of the annual fuel factor adjustment process. 

A,. 

ustomer Bill ~ Current 



Floiida Power & Light Company 
Docket No 080001-EI 
03/14/08 Staffs Second Data Request 
Question No. 8 
Page 1 of 1 

Q. 
The following numbers of dollars represent FPL’s Estimated End-of-Period Total Net 
TI ue-ups since 1998. Does FPL agree with this representation? 

* Excluded -%229,594,406 

A. 
FPL agrees with the data represented in the table 



Florida Power & Light Company 
Docket No. 080001-E1 
03/14/08 Staff's Second Data Request 
Question No. 9 
Page 1 of 1 

Q 
Does FPL agree that, since 1998, FPL has generally had negative true-ups? 

A. 
Yes 
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Florida Power and Lighl Company 
Docket No. 080001-El 

3/14/08-StafPs Second Data Request 
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