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I. 
charge case. 

First I would like to put this case into perspective. This is not a run of the mill fuel 

The money sought rises to an unparalleled order of magnitude. Exhibit # 1 shows 
that the largest base rate increase ever granted FPL after receiving detailed MFR’s, swom 
testimony and at least 8 months discovery was $255 million. The $746 million increase 
sought in this case is 192% greater than the largest base rate increase ever allowed. 

In this case Due Process is postponed to the detriment of customers. FPL uses an 
unswom petition with no witness to take responsibility for the allegations in the petition. 
FPL seeks to process the case in 29 days. It is not based on known facts. It is based on fear 
arising out of speculation in the commodities market, the fallmg dollar and non fuel 
legislatively mandated rate increases that may or may not occur. The only investigation into 
the case was through informal meetings with your staff in which FPL proffered secret 
information out of the Sunshine to support a prophecy of doom. I have found no provision in 
Florida Statutes that justify a rate increase before a hearing except the file and suspend law, 
366.071 F.S. which relates to base rates- not cost recovery clauses. 

FPL seeks to profit from the fact that it violated the intent as well as the express 
requirements of Order No. PSC 07-0333 PAA when it became aware as early as January 
2008 that its monumental mistake in calculating 2007 hedging losses would justify a 
midcourse correction 

MOST IMPORTANTLY FPL‘s attempt to collect $329.4 million because of 
estimated lost future sales may open a Pandora’s Box by demonstrating that energy 
conservation is a failure. 

11. What does FIPUG request? 

A. Deny petition for three reasons: 1. because the proposed procedure denies 
customers due process, 2. because neither the fuel cost increases so far this year nor the 
projections to year end are 10% above the 2007 estimate for 2008 fuel costs and; 3. because 
FPL violated the requirements of PSC 07-0333 PAA when it failed to file a request for 
midcourse correction as soon as it became aware that its 2007 hedging losses would be $799 
million instead of the lower projection made in November 2007. 

B. In the alternative if you feel you must ignore the known facts and base your 

1. Grant an increase for the fuel cost estimate to year’s end of 
opinion on estimates that have proven to be woefully inaccurate in the past: 

$280,084,564 and spread the increase over two years as FPL proffered in its January 31, 
2008 Volatility Mitigation Mechanism Petition 

Deny FPL any interest because it violated Order No. PSC 07-0333 
PAA which revised the procedure for midcourse correction. 

2. 

1 



3. FIPUG strongly suggests that you ignore all estimated revenue losses 
based on falling sales projections. 

Customers may begin to conserve and sales may fall because FPL already has 
nearly the highest residential rates in America (Exhibit #2) but if customer conservation 
causes a rate increase, FIPUG requests that as a matter of Extreme Urgency the Commission 
should commence an investigation to determine why conserving energy doesn’t work. 

C. 

E. Revise the fuel docket interest provisions for the protection of customers. 

ARGUMENT 

111. FIPUG incorporates by reference the arguments it made earlier today in 
opposition to the Progress Energy Petition on the subjects of 1 .  due process; 2. failure to 
consider rate impacts on any customer class as a whole and limiting its study to a 
hypothetical rate subsidized small customer using less than average consumption; 3. failure 
to consider late year impact on businesses which are in the second half of a calendar year 
budget; 4. failure to consider the impact of local taxes on the customers; bills; 5. the 
unreasonableness of using a 2007 mistaken cost estimate to justify and unanticipated 2009 
mid year rate increase. 

IV. The most important issue in this case is the fact that FPL demonstrates that 
conservation doesn’t work. This requires immediate Commission attention. 

FPL projects that it will sell 5.7 million MWH less than it originally projected. As a result it 
alleges that its revenue will be off $329 million. It has never adequately explained why 
reduced sales which result in reduced marginal fuel costs result in the need for a fuel charge 
increase. Until that explanation is forthcoming no increase for lost sales should be granted. 

V. There is a problem with the amount of interest charged. The Commission 
should use this docket to revisit the relative interest charges on over and under collections. 
You now use the commercial paper rate for AA rated companies. Currently this rate is 
2.43%. Customers on the other hand don’t have the ability to borrow at commercial paper 
rates. It is not unreasonable to assume that a great many customers have credit card debt. 
Any money the customer diverts from a credit card payment to pay an electric bill has an 
interest impact of about 21%, not 2.45%. FIPUG does not suggest this as an appropriate 
interest charge for the utility to pay. It should pay its AFUDC plus the avoided income tax 
factor (1.62 times the equity component). This will prevent utility abuse. 

VI. FIPUG proffers these additional observations in response to the June 231d 
recommendations filed by the Commission staff relating to procedural due process. 

1 .  Staff acknowledges that in the mid 199Os, mid course corrections were processed via 
PAA. (FPL rec. p. 3) They cite no change in the law since that which allows deviation from 
that process. 

2. Staff characterizes the mid-course correction as “preliminary procedural decision.” 
(FPL rec. p. 3). How can a decision which collects millions of additional dollars from 
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ratepayers be “procedural”? The fact that any “error” will result in a refund with interest does 
not lessen the impact - esp. in current economic times. 

3. Staff says the Commission’s authority in the fuel adjustment proceeding arises from 
366.05, F.S. That may be but that does not address the authority to implement an increase 
without a hearing. (FPL rec. p. 4) 

4. 
true - but they are not exempt from Chapter 120 requirements. 

5. All the discussion of the mid-course procedure relates to notification of when a utility 
goes over 10% -- no problem with requiring notice. The problem is denying a hearing when a 
ratepayer takes issue with an increase. 

6. 

FPL next addresses FIPUG’s motion to abate until a hearing is conducted on the proposed 
mid-course correction. According to FPL, the Commission has not traditionally held 
hearings prior to ruling on mid-course corrections. FPL asserts that to do so in this instance 
would be unnecessary and inappropriate. FPL states that a hearing is unnecessary because, 
as is the case in all fuel proceedings, the revenues collected pursuant to the mid-course 
correction are subject to review and true-up at the subsequent fuel clause hearing. FPL 
further asserts that FIPUG’s concem that it be permitted to present its views on the mid- 
course correction can be addressed at the Agenda Conference on July 1, 2008, if the 
Commission permits parties to participate. FPL‘s final argument on this point is that 3 
hearing would be inauprouriate because it would work against one of the fundamental 
puruoses of a mid-course correction, which is to adiust fuel cost recovery factors uromutlv to 
reflect maior changes in proiected fuel costs. FPL concludes that holding a hearing would 
delay implementation of the mid-course correction which likely would result in a substantial 
reduction in the number of months remaining in 2008 over which collection would be spread. 

FPL’s rationale cannot do away with FIPUG’s right to hearing. 

7. Staff analysis beginning on p. 7 is very short on law. Basically staff says “this is for 
the ratepayers’ own good.” Without giving rate payers the opportunity to speak on the before 
the increase is granted. 

8. 
Commission has chosen not to conduct an evidentiary hearing on mid course correction. 

9. 

“ In the exercise of such jurisdiction, the commission shall have power to prescribe fair and 
reasonable rates and charges.. .” 

10. Section 120.569 F.S. requires a hearing when a party’s substantial interests are affected. 

Staff says fuel proceedings are exempt from rulemaking (FPL rec. p. 4) - may be 

Quote from summary of position as stated in rec at p. 7. 

Order No. PSC-01-1665 (when fuel clause went to annual basis) just states the 

Section 366.05(1) F.S. simply states: 
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11. Section 366.06(2) and 366.07 F.S. require a hearing before a rate change. 

12. AGO 74-309 and 74-288 suggest that a hearing is required before a fuel adjustment 
change. 

The staff has suggested it would be in the public interest to impose rate shock upon 
customers now so the rate shock won’t be quite so big five months from now when other 
increases are triggered. 

FIPUG below provides its response to the staffs justification for rate shock now. 

1. Staff. Accurate Price Signals - Approval of FPL’s requested mid-course correction 
would bring fuel factors in line with current and expected costs and provide an accurate price 
signal to customers. 

FIPUG. Rate shock on short notice is inconsistent with the oft repeated 
statement that it is Commission policy to promote rate stability. Because FPL and 
other Florida utilities recover fixed costs through a variable charge related to sales 
rates never give accurate price signals. For electric rates to give proper price signals 
rate structures need to be modified to be more like the charges of rental car companies 
and water and sewer companies regulated by the Commission which have a base 
facilities charge designed to cover fured operating costs. 

2. Staff. Levelized Bills - If the mid-course correction is approved, FPL customers’ 
bills are expected to stay at about the same level from August 2008 through December 2009. 
Under Option A, the highest level of FPL’s bill during the 2008-2009 period ($1 18.82) will 
be lower significantly lower than the highest level of FPL’s bill under any of the other 
options (Option B - $125.91, Option C - $122.36, Option D - $123.82). 

FIPUG. This concept is inconsistent with accurate price signal recommended in 
staff’s first recommendation. Scenario A filed by FPL shows that 2009 fuel costs are 
expected to be less than the increase sought. The levelized bill notion ignores the fact 
that electric consumption is weather related. The bill will be different each month 
because of the customers’ load characteristics. Levelized hills can also be obtained for 
the very small customer type chosen for the example through the utility’s ‘‘budget 
billing” program. 

FIPUG. Fuel cost assumptions arc always wrong it is better to rely as much as 
possible on known circumstances. 

3. Staff Prevent Possible Compound Increase in 2009 Fuel Factors - If the 2008 final 
true-up amount shows a high under-recovery, deferring the mid-course would compound the 
2009 fuel factor increase. This could result from a number of events, such as sharp fuel price 
increases due to decreased gas production and delivery in the event of a Gulf of Mexico 
hurricane during the latter half of 2008. 
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FIPUG. This idea adds even more assumptions to FPL’s bold forecast. I t  is too 
speculative to be given serious consideration. 

4. FPL’s 2009 Non-Fuel Rates Projected to be Higher Than 2008 Non-Fuel Rates - 
Known and projected increases to non-fuel components of customer bills, including capacity 
costs recovery increases and base rate adjustments, are projected to contribute to additional 
bill impacts. The capacity cost increases reflect FPL’s projected costs of the approved 
nuclear uprates and Turkey Point 6-7 through the nuclear cost recovery clause, while the base 
rate increases are associated with cost recovery, via the generating base rate adjustment 
(GBRA), of West County Unit 1 in June 2009. FPL’s 2009 rate and bill estimates do not 
include FPL’s proposed Solar Projects which, if approved, would result in increases in the 
environmental cost recovery factors in 2009. FPL’s 2009 rate and bill projections do not 
include its net under-recovery (as of May 31, 2008) of $38 million other non-fuel clauses. 
These increases in 2009 non-fuel rates provide an additional reason to avoid a substantial 
2008 fuel cost deferral to 2009. 

FIPUG. This argument brings a myriad of non fuel issues into a fuel case, 
it requires speculation about matters upon which no evidence has been presented, no 
hearings held and projections of future commission action on disputed matters. It 
should be rejected out of hand. 

5. Staff. Reduced Interest - If the Commission approves the requested mid-course 
correction, interest costs to customers associated with any deferral of the under-recovery 
would be avoided. 

FTPUG. FPL violated the midcourse procedure by failing to request a 
midcourse correction as soon as it became aware of circumstances that justify it. Under 
the new procedure when 2007 hedging loss jumped to $799 million FPL responded with 
a Volatility Mitigation Mechanism Petition. It knew o r  should have known that a rate 
increase was in the ofiing, but may have delayed because the announcement of a fuel 
charge increase might have imperiled its aggressive legislative program to get more 
legislatively mandated rate increases and to avoid independent solar power activities by 
preempting the field with its central solar plant. 

6 .  Staff. Reduced Intergenerational Inequity - Matching the timing of the collection of 
costs with the time the costs will be recovered would serve to reduce any intergenerational 
inequity associated with fuel cost recovery. 

FIPUG If you want to address intergenerational equity do something to overcome the 
massive intergenerational inequity mandated by the legislature to pay for a nuclear 
plant 10 years before it will come into use and useful service. 
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FLORIDA POWER & LIGHT COMPANY 
MIDCOURSE FUEL FILING 

INTEREST ON UNDER-RECOVERY 

I (1 7 Months) 

TOTAL 
7,162,050 

23,283,247 

14,781,269 

17,918,166 

Interest rate used in calculations 2.84 %. 
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NATURAL GAS PRICE FORECASTS o B c Q O / - f /  
Natural gas prices remained relatively stable early into 2008. Significant and consistent 

increases have occurred throughout the second quarter. 

-7124/2007 Forecast (Projection Filing) -2/7/2008 Forecast -411 512008 Forecast 5/21/2008 Forecast (Mid-Course Correction Filing) -612712008 Forecast 



Summary of Recovery Scenarios 
Typical Residential 1,000 kWh Bill 

100% recovery in 2008 (Scenario A) * 

100% recovery in 2009 (Scenario 8) 

50% recovery in 2008; 50% in 2009 (Scenario C) 

17-month recovery (Aug 2008 - Dec 2009) (Scenario D) 

* Staff Recommendation 

AUg- Jan- Jun- 
July Dec May Dec 
2008 2008 2009 2009 

$102.63 $118.91 $117.39 $118.82 

$102.63 $102.63 $124.48 $125.91 

$102.63 $110.77 $120.93 $122.36 

$102.63 $107.43 $122.39 $123.82 

Notes: 
-Assumes recovery of nuclear costs beginning in Jan. 09 and WCEC 1 in June 09 

- If approved by the Commission, FPL's requested 110 MW of new renewable solar capacity would increase the 2009 bill scenarios in some measure. 

- FPL expects, but has not yet quantified, an increase in the 2009 Environmental factor due to the impact of increased activity in the Clean Air Interstate 
Rule and Clean Air Mercury Rule projects. 



Summary of Recovery Scenarios 
Typical Residential 1,000 kWh Bill 
Includes $746.2 M + additional $338 M 

100% recovery in 2008 (Scenario A) * 

AUg- Jan- Jun- 
July Dec May Dec 
2008 2008 2009 2009 

$102.63 $118.91 $120.61 $122.03 

100% recovery in 2009 (Scenario E) $102.63 $102.63 $127.68 $129.1 1 

50% recovery in 2008; 50% in 2009 (Scenario C) $102.63 $110.77 $124.15 $125.58 

17-month recovery (Aug 2008 - Dec 2009) (Scenario D) $102.63 $107.43 $125.60 $127.03 

* Staff Recommendation 

Notes: 
-Assumes recovery of nuclear costs beginning in Jan. 09 and WCEC 1 in June 09. 

- If approved by the Commission, FPL's requested 110 MW of new renewable solar capacity would increase the 2009 bill scenarios in some measure. 

- FPL expects, but has not yet quantified, an increase in the 2009 Environmental factor due to the impact of increased activity in the Clean Air Interstate 
Rule and Clean Air Mercury Rule projects. 



Florida Power 8 Light Company 
TOTAL CUSTOMER INTEREST 

AS FILED 
2008-2009 

AS FILED WITH ADDITIONAL $338 M 
,Scenario A $ 7.2Million $ 15.7 Million 
Scenario B $ 23.3 Million $ 30.9 Million 
Scenario C $ 14.8 Million $ 23.3 Million 
Scenario D $ 17.9 Million $ 26.5 Million 

Notes: 
- Assumes recovery of nuclear costs beginning in Jan. 09 and WCEC 1 in June 09 

.. If approved by the Commission, FPL's requested 110 MW of new renewable solar capacity would increase the 2009 bill scenarios in some measure. 

. FPL expects, but has not yet quantified, an increase in the 2009 Environmental factor due to the impact of increased activity in the Clean Air interstate 
Rule and Clean Air Mercury Rule projects. 



FPL fuel cost under-recovery deficit per June 3,2008 midcourse correction filing 
vs. planned Aug-Dec 2008 collection of under-recovery amount 

(All $ are cumulative starting in January through December) 

.ZOO8 Deficit (cumulative under-recovery) 
700 
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.ZOO8 Cumulative payments against under- 
recovery 

JAN FEE MAR APR MAY JUN JUL AUG SEP OCT NOV DEC - Includes: $121,000,000 actual under-recovery from 2007 
$1 52,000,000 actual under-recovery Jan-Apr, 2008 
$473,000,000 projected under-recovery May-Dec, 2008 (at time of filing) 
$746,000,000 total submitted for mid-course correction 

DOES NOT INCLUDE ANY ADDITIONAL PROJECTED 2008 UNDER-RECOVERY IDENTIFIED 
SINCE THE JUNE 3,2008, MID-COURSE CORRECTION FILING - Includes: $746,000,000 under-recovery collected from Aug-Dec, 2008 


