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PETITION FOR RATE INCREASE BY ) DOCKET NO. 080677-E1 
JCLORIDA POWER & LIGHT COMPANY ) 

DIRECT TESTIMONY OF LANE KOLLEN 

I. QUALIFICATIONS AND SUMMARY 

Oualifications 

Q. 

A. 

Please state your name and business address. 

My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc. 

("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, 

Georgia 30075. 

Q. 

A. 

What is your occupation and by whom are you employed? 

I am a utility rate and planning consultant holding the position of Vice President 

and Principal with Kennedy and Associates. 

Q. 

A. 

Please describe your education and professional experience. 

I earned a Bachelor of Busmess Administration in Accounting degree and a 

Master of Business Administration degree, both from the University of Toledo. I 
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I Public Accountant, with a practice license, and a Certified Management 

2 Accountant. 

3 

4 

5 

6 

. I  

I have been an active participant in the utility industry for more than thiay years, 

both as a consultant and as an employee. Since 1986, I have been a consultant 

with Kennedy and Associates, providing services to consumers of ut~lity services 

and state and local government agencies in the areas of utility planning, 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

ratemaking, accounting, taxes, financial reporting, financing and management 

decision-making. From 1983 to 1986, I was a consultant with Energy 

Management Associates, providing services to investor and consumer owned 

utility companies in the areas of planning, financial reporting, financing, 

ratemaking and management decision-making. From 1976 to 1983, I was 

employed by The Toledo Edison Company in a series of positions providing 

services in the areas of planning, accounting, financial and statistical reporting 

and taxes. 

I have appeared as an expert witness on utility planning, ratemaking, accounting, 

reporting, financing, and tax issues before state and federal regulatory 

commissions and courts on nearly two hundred occasions. In many of those 

20 

21 

22 

23 

proceedings, I have represented state and local ratemaking agencies or their 

Staffs, including the Louisiana Public Service Commission, Georgia Public 

Service Commission and various groups of Cities with orignal rate jurisdiction in 

Texas. I also have appeared before the Florida Public Service Commission 
. .  -~ ~ - - _.__.__~____I .___._.___.._-.._.__-__.-.I ~ .--.I. - . 
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(“Commission”) in numerous proceedmgs, including the two most recent Florida 

Power &Light Company (“WL” or “Company”) base rate proceedings in Docket 

Nos. 050045-E1 (2005) and 001148-E1 (2002). I have developed and presented 

papers at various industry conferences on ratemaking, accountmg, and tax issues. 

My qualifications and regulatory appearances are brther detailed in my 

Exhibit-(LK-1). 

Summary 

Q. 

A. 

On whose behalf are you testifying? 

I am offering testimony on behalf of the South Horida Hospital and Healthcare 

Association (“SFWHA”) and individual healthcare institutions (collectively, the 

“Hospitals”) taking electric service on the FPL system. 

Q. 

A. 

What is the purpose of your testimony? 

The purpose of my testimony is to address the Company’s proposed series of base 

rate and recovery clause increases and to make recommendations on the 

appropriate rate increase amounts. 

Q. Please summarize your testimony. 

A. The Company has requested an unprecedented series of rate increases in this 

proceeding of more than $1,550 million, the magnitude of which may not be 

immediately evident, and which would represent a radical change in the 

Commission’s ratemaking process. These increases consist of a base rate increase 
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2 

of $1,044 million on January 1, 2010, another series of increases on January 1, 

2010 summing to $77 million through various recovery clauses due to transfers in 

3 

4 

the recovery of such costs between base rates and the clauses, another base rate 

increase of $247 d o n  on January 1, 2011, an estimated initial base rate 

5 

6 

7 

8 future generation costs. 

increase of $182 million through a Generation Base Rate Adjustment (“GBRA”) 

mechanism for West County Energy Center Unit 3 (“WCEC 3”) on June 1,2011 

and another series of unknown future base rate increases through the GBRA for 

9 

10 

11 

12 

13 

14 

I recommend that the Commission reject the Company’s proposals in this 

proceeding for all base rate increases after January 1,2010. Instead, the Company 

should file for future base rate increases closer to the effective dates of such 

increases using then current costs and assumptions. The Commission realistically 

cannot determine at this time the reasonable level of revenues and costs that 

15 should be recovered through base rates some three or more years into the future, 

16 particularly given the present economic uncertainty. Further, the Commission 

17 

18 

should not adopt a GBRA that provides the Company an almost unfettered ability 

to automatically impose base rate increases to recover selective increases in 

19 

20 other costs. 

certain costs without consideration of increases in revenues and reductions in al l  

21 

22 In addition, I recommend that the Commission reduce the Company’s base rates 

23 by at least $336.338 million’ (net of transfers of costs between base rates and 
~ __ --.---,____- _I-___.- 
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various recovery clauses) on January 1, 2010 compared to the Company’s 

requested increase of $1,044 million. My recommendation reflects the SFHHA 

adjustments to remove the excessive and inappropnate costs that affect the rate 

base, operating income and rate-of return that are included in the Company’s 

request. I have summarized the effects of the SFHHA recommendations on the 

FLORIDA POWER AND UGHT BASE RATE INCREASE 
SUMMARY OF SFHHA RECOMMENDATIONS 

TEST YEbR ENDING DECEMBER 31,2010 
(S MILLIONS) 

FPL Requsned Base Rats Increase 

Operating l nwme Adiustments: 
Reduce 08M Expenses. Other (Maintain Status QUO) 
Reduce 08M Expenses - DOE Sefflenient Refunds 
Reduce O&M Expenses - AMI Deployment Savings 
Reduce O&M Expenses - Oeveiopment of New CIS 
Remove Annual Storm Damage Expense ACCN~~ 
Reduce O&M Labor, Payroll Taxes, and Fringe Benefits - Produdlvity ImprOvementJ 
R e d k e  08M Labor, Payroll Taxes, and Frlnge Benefit0 - Nuciear.Stafiing 
Remove Depredation Expense - Development of New CIS 
Reduce Depreciation Expense. Capital Cost Reductions 
Reduce Depreciation Expense - FlveYear A m o t i l i b n  of Depreciation ReseNe Surplus 
Redllce DkprecMon Expense - No Aocelerallm of CapHal Recovery Costs 
Reduce Depreciation Expense - Forly Year Service.life for Combined,Cyde Gas Units 
Reduce Deprechtion Expense - Economic Stimulus Grants for AMI Deployment 

Rate Base ~justrnants: 
Reilect Gapitalizatio6lDeferd of CIS O&M Expenses 
Reduce Plant for Capital Expendaure Reductions 
Restate Accum Depr to Reflect Capital Expendkure Reductions 
Restate.Accum Depr to Reflect Five Year Amortization of Depreciation Reserve Surplus 
Restate Accum Depr to Adjust Amortization Periods for Capnal Recovety Costs 
Reslate Aaum Depr to Reflect Forty Year Service lives for ComMned Cycle Gas Units 
Restate Gross Plant and Accum Depr to Reflect Econorhic stimulus for AMi Depbyment 

Rebalance Common Equityand Debt in Capital Structure 
Rebalance Long and Sholt Term Debt In Capital structure 
Eliminate FIN 48 Adjustment to Accumulated Deferred Income Tax 
Reallocate Pro Rata Adjustments to Exclude Cud Deposits. ADIT, ITC 
lmrease ADIT for Depreciation Changes 
Restate ROE at 70.4% 
Restate Short Term Debt Interest Rate 

CspNsl.Struchlre and Rate of Return Adjustments: 

Total SFHHA Adjustments 

?.&HA Recommendatlon for Basa Rme Change on January 1,2010 
Q .- ____ 

Amount 

5 1,043.535 

(169.255) 
(9.030) 
(5.685) 
(7.274) 

(149.162) 
(36.641) 
(21.925) 

(0.506) 
(26.719) 

(247.556) 
(63.605) 

(123.730) 
(1.584) 

0.428 
f92.5201 
’ 3.668 
14.559 
3.741 
7.276 
(2.267) 

(121.424) 
(I 1.018) 
(17.643) 
(48.695) 
(8.909) 

(232.610). 
(11.7851 

($1,379.673) 
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The remi der of my testimony is structured to follow the sequence of my 

summary. In the next section, I address the Company’s proposed base rate 

increases effective on January 1, 2011 and beyond and why the Commission 

should reject those increases in this proceeding. In the subsequent sections, I 

focus on the Company’s proposed base rate increase effective on January 1,2010 

and the appropriate adjustments to that proposed increase by major ratemaking 

component (operating income, rate base, and capitalization and rate of return) and 

by issue affecting each of those major ratemalung components. 

Economic Uncertaintv and Requested Base Increase on Januarv 1,2011 and GBRA 
Increase on June 1,2011 

Q. Should the Commission approve a second base rate increase to be effective 

on January 1,2011 based on a “subsequent” test year of 2011? 

A. No. First, the.Commission cannot determine at this time what the reasonable 

revenues and costs will be in 2011 given the present economic.uncertainty. It will 

be difficult enough to determine the reasonable level of revenues and costs for the 

2010 test year, which itself is two years removed from actual experience and is 

based on a budgeting process covering 2009 and 2010, but which begamin mid- 

2008 prior to the meltdown in the financial markets and the recession. Since 

2008, the Company has engaged in extensive cost reductions compared to its 

2009 budget, thus rendering the 2009 budget unreliable as the basis for the 2010 

test year forecast, and even more so for the 2011 subsequent test year forecast. I 
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subsequently describe the Company’s cost reductions in both capital expenditures 

and operating expenses compared to 2008 actual amounts and compared to the 

Company’s 2009 budget. 

Second, there is no evidence that there will be actual savings to ratepayers 

resulting from the avoidance of a separate proceeding sometime in 2010 for rates 

that will be effective in 2011. Company witness Ms. Kim Ousdahl asserts that the 

Commission should determine the 201 1 rate increase in this proceeding to ‘“avoid 

the cost and mstraction for all parties of back-to-back rate proceedings.’’ 

[Ousdahl Direct at 121. However, if the Company’s 2011 test year costs are 

reduced as the.result of the Company’s cost cutting effofis compared to the 

projections in the Company’s 2011 subsequent year forecasts in this proceeding, 

then the cost of a separate proceeding in 2010 or in some future year is likely to 

pale against the effect of such savings in a subsequent proceeding. It would be. far 

better to incur the cost of another rate proceeding in 2010 or later and to endure 

the alleged “distraction” of such a proceeding in order to avoid an excessive 

increase for 2011 that is not merited and that cannot be reasonably determined at 

this time. The reasonable levels of revenues and costs in 201 1 are not known and 

measurable today. 

Thlrd, the Company is not harmed if the Commission rejects the proposed 2011 

subsequent year increase because it can file another case in 2010 using more 

current assumptions and data. Company witness Ms. Ousdahl recognizes that the 
.- __~__.-_-..__-...__-_I .- - -.-_______._.__-._I_~._~ ~- 
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A. 
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Commission may reject the Company’s request for the January 1, 2011 base rate 

increase and concludes that this may result in another rate filing. [Ousdahl Direct 

at 41. That may be and the Commission can considei such a request after it 1s 

filed, if one is filed. Regardless, Ms. Ousdahl does not claim that the Company 

will harmed if it must make a subsequent filing, nor could it reasonably make 

such a claim. 

Fourth, it may very well be that the Company will not file another case in 2010 if 

it continues to reduce its costs through additional reductions in capital 

expenditures and operating expenses as it addresses the lack of growth in sales 

and revenues due to the economic recession. In any event, it is premature both for 

the Commission and the Company to make a determination at this time as to the 

Company’s revenue requirement in 2011 given the present uncertainty. 

Should the Commission approve the Company’s proposed GBRA? 

No. The Company’s proposed GBRA mechanism represents a radical departure 

from the tradtional ratemaking process and should be rejected for several reasons. 

First, the Company’s proposed GBRA will be a permanent mechanism that will 

operate to automatically implement sigmficant future base rate increases as the 

Company adds new generation. The Company effectively wll self-implement 

those base rate increases without the normal regulatory scmtiny and resulting 

COSt-CORtrOl discipline that accompanies the filing, renew and adjudication of a 

comprehensive base rate case. The proposed GBRA will not be limited only to 
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the West County Energy Center Unit 3 revenue requirement, but also will include 

all future generation and related transmission costs. 

Second, the circumstances and nature of the proposed GBRA differ from those of 

the expiring GBRA. The expiring GBRA was implemented in conjunction with a 

settlement in Docket Nos. 050045-E1 and 050188-EI, which provided for no base 

rate increases for the next four years except for costs recovered through various 

adjustment mechanisms, including the GBRA and various clauses, unless the 

Company’s eanungs fell below a threshold level. In addition, the GBRA 

mechamsm was temporary and will explre at the end of t h ~ s  year unless it is re- 

established in t h ~ s  proceeding. 

Third, the proposed GBRA mechanism constitutes a single issue and one-way 

base rate increase mechanism that fails to consider cost reductions that the 

Company may achieve in other areas. For example, the proposed mechanism will 

not reflect cost reductions due to the continued depreciation on or retuement of 

existing production plant investment as acknowledged by the Company in 

response to SPHHA Interrogatory 112. The proposed GBRA mechanism allows 

the Company to retain the savings resulting from ongoing recovenes of existing 

plant investment through depreciatlon from ratepayers, the cost free capital 

resulting from ongoing accelerated tax depreciation, increases in revenues due to 

customer and usage growth and capital expenditure and expense cost reductlons. 

This fundamental flaw will be accentuated the longer the period between 
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comprehensive base rate proceedings. I have attached a copy of the Company’s 

response to SFHHA Interrogatory 112 as my Exhibit-(LK-2) 

Third, the GBRA recovery will be based on the Company’s first year estimate of 

the revenue requirement of the new generation and related transmission when that 

revenue requirement is at its peak level. Once the Company self-implements a 

base rate increase when a new project enters commercial operation, that rate 

increase will be permanent and remain at the level when implemented, at least 

until the next comprehensive base rate proceeding. Once the increase is 

implemented, base revenues will not be revised downward as the underlying rate 

base amount declines due to increases in accumulated depreciation or as the 

related cost of capital dechnes due to increases in cost-free accumulated deferred 

income taxes and apparently never is trued-up to actual. This approach allows the 

Company to increase base rates when the revenue requirement is at the mmmum 

level and then to retan any savings due to the declimng rate base or actual 

expenses that are less than imtially projected unt11 the next comprehensive base 

rate proceeding. This approach also will allow the Company to avoid or at least 

defer a voluntary comprehensive review of its base rates absent growth in its other 

base rate costs that exceeds such savings. 

Fourth, the GBRA mechanism is not even a proposed tariff even though it is self- 

implementing. There is no proposed tariff to review. There is not even a detaled 

description of the mechanism and the revenue requirement computations in the 
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Q. 

A. 

testimony of any FPL witness. Company witness Ms. Ousdahl simply refers to 

the existing GBRA in her testimony. However, the descnptlon of the existing 

GBRA mechanism in paragraph 17 of the settlement agreement in Docket NOS. 

050045-E1 and 050188-E1 and approved by the Comss ion  in Order No. PSC- 

05-0902-S-E1 is not sufficiently detailed for a permanent self-implementing base 

rate increase mechmsm. I have attached a copy of the settlement agreement in 

that proceedmg as my Exhibit-&K-3) for ease of reference. 

Fifth, based on the Company’s computatlon of the proposed West County Energy 

Center 3 revenue requirement, there are serious computational problems in the 

Company’s proposed GBRA, all of which serve to improperly increase the 

Company’s revenue requkement. 

Please describe the computational problems with the Company’s proposed 

GBRA. 

There are numerous problems that‘are evident from a review of the Company’s 

separate computation of the WCEC 3 revenue requirement for the first year of its 

operation that the Company provided in this proceeding. The Commission should 

not allow the use (or misuse) of a GBRA to provide the Company with excessive 

revenues. First, the proposed rate of return is overstated due to an excessive 

c o m o n  equity ratlo of 55.80%. A reasonable capital structure consists of 50.0% 

common equity and 50.0% debt for rating agency reporting purposes and 53.46% 
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1 common equlty and 46.54% debt for ratemaking purposes, according to SFHHA 

2’  

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

witness Mr. Richard Baudino’s testimony in this proceeding. 

Second, the proposed rate of return is overstated due to the Company’s use of the 

so-called “incremental” cost of debt rather than the weighted average cost of debt 

outstanding. For example, the Company’s computations reflect a 6.43% cost of 

debt on Schedule D-la for the WCEC 3 revenue reqwrement compared to the 

5.81% weighted average cost of debt on Schedule D-la for the 2011 subsequent 

test year revenue requirement. 

Third, the proposed rate of return is overstated due to the failure to include low- 

cost short term debt in the capital structure. If the WCEC 3 rate base investment 

13 

14 

was included in the rate base for the base revenue requirement, then the return 

applied to the rate base investment would include short-term debt. 

15 

16 Fourth, the rate of return is overstated because it does not include any cost-free 

17 

18 

19 

20 

21 

ADIT in the capital structure. The Company should not be allowed to retain this 

benefit by computationally assuming that it does not exist. 

Fifth, the depreciation expense is overstated because It is based on a 25 year life 

for the WCEC 3 facility. Such a facility has a reasonable semce life of 40 years 

2 2 .  ’ 

23 

and depreciation expense should be based on the reasonable service life, not an 

accelerated life established only to accelerate and increase near-term ratemaking 
~ ~ - .__..__ 
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recovery. I address the appropriate service lives for depreciation expense in the 

Operating Income section of my testimony. 

Q. How should the Company recover its costs associated with the West County 

Energy Center Unit 3 and future generation facilities? 

If the Company believes that it has or will have a revenue deficiency for 2011, 

then it should file a request to increase its base rates some time in 2010. 

Similarly, if the Company believes that it has or will have a revenue deficiency in 

years after 2011, then it should file requests to increase its base rates in those 

A. 

years. 
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5 Q. 
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-. - -. __ __ 

How does the Company’s proposed O&M expense compare to the 

Company’s most recent actual O&M expense? 

The Company proposes an incredible increase in O&M expense for the test year 

compared to the actual O&M expense for the most recent three historical years as 

summarized on its MFR Schedules C-1 and C-36. In contrast to its actual success 

in controlling expenses in 2008 and prior years, the Company projects an increase 

in non-fuel OBLM expense recovered through base rates of $387.414 million, from 

$1,306.953 million in 2008 to $1,694.367 million in the 2010 test year, as shown 

on MPR Schedule C-1. However, this increase masks the full magnitude of the 

proposed increase because the Company proposes that $20.880 million of the 

projected 2010 expense be transferred to clause recovery. Thus, the actual 

proposed increase is $408.294 million, which is an increase of more than 31% 

compared the Company’s actual 2008 O&M expense. 

Tlus requested growth is excessive when compared to the Company’s actual 

experience in recent years. The Company’s MFR Schedule C-36 compares the 

0- expense in the years 2007 through the 2010 test year (although MPR 

Schedule C-36 includes only the “Commission” proforma adjustments and does 

not include the “Company” proforma adjustments), the annual percentage 

increase in the O&M expense, and the annual percentage increase in the CPI. The 
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results show that the Company effectively managed its total non-fuel O&M 

expense each year to levels less than the actual CPI growth and even reduced its 

actual non-fuel O&M expense in 2008 by an absolute $26.842 million, or 2.0%, 

compared to the actual O&M expense in 2007. In other words, the Company 

achieved significant productivity gains in its O W  expenses over the last several 

years, offsetting and even surpassing the growth in these expenses caused by 

inflation. 

This requested growth also is excessive when compared to the Company’s actual 

O&M expenses for the first quarter this year compared to the s h e  quarter last 

year. The Company has further reduced its O&M expense in 2009 compared to 

2008 and compared to its 2009 budget. The Company’s SEC 10-Q for the 1st 

Quarter 2009 indicates that it has reduced its actual O&M expense in the first 

quarter by $38 million compared to 2008, of which $9 million was due to the 

DOE settlement that I subsequently discuss. In its press release announcing first 

quarter earnings, W L  Group cited the Company’s reduction in O&M expense as 

the driver of the Company’s increased eamings in the first quarter 2009 compared 

to the first quarter 2008. 

~ ~ ~~ ~~ ~~ ~ - I have attached a copy of the relevant pages from the Company’s 

10-Q as my Exhibit-(LK-4), a copy of the FPL Group press release as my 
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Exhibit-(LK-5), and a copy of the -j - as my Exhibit-(LK-6) (confidenbal). 

3 

4 Q* 

5 A. 

6 

7 

8 

9 

10 

Are expense increases of this magnitude justified? 

No. This level of increase is wildly excessive and cannot reasonably be justified 

given the present economic circumstances, particularly in South Florida, the 

Company’s proven ability to implement cost reductions, including the effects of 

productivity improvements through capital investment and continued efficiency 

improvements through the adoption of best practices, and given the Company’s 

actual cost reductions compared to 2008 and compared to its budget that it already 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

has implemented to-date in 2009. 

The Company’s test year OBLM expenses should be no more than the actual 2008 

expenses, a “status quo” basis, except for limited known and measurable changes. 

Only certain of the increases in expenses are known and measurable at t h s  time, 

and thus potentlally justified, such as the expenses due to the commercial 

operation of new generation, specifically the West County Energy Center Units 1 

and 2 in 2009. However, the increases in other expenses are not known and 

measurable, but rather represent significant and largely unjustified expansions of 

programs, proposed increases in staffing levels, and other general increases 

resultlng from inflation and other forecastlug assumptions that tend to increase 

expenses when used to support a proposed rate increase. 
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23 

How do you propose the Commission proceed on the Company’s requested 

level of O&M expense increases? 

I recommend a slgmficant reduction in the Company’s proposed non-fuel O&M 

expense, which I address through both a “top-down” approach and a “bottom-up” 

approach. Under the top-down approach, I recommend that the Commission limt 

the test year O&M expenses to the actual 2008 O&M expenses, adjusted only for 

appropriate known and measurable changes, such as transfers between base rates 

and clause recoveries and increases to incorporate the WCEC 1 and 2 expenses. 

Under the bottom-up approach, I recommend that the Comrmssion reduce the 

Company’s proposed test year O&M expense to reflect specific adjustments to the 

company’s requested amount. Given the Company’s reductions in O m  

expenses in the first quarter of this year to levels below 2008, the Commission 

may wish to consider these reductions on an annualized basis as a further 

reduction in the test year O&M expense under either a top-down or bottom-up 

approach. 

Please describe the top-down approach to determine the reasonable level of 

test year O&M expense. 

The top-down approach reflects the “status quo” and relies on the use of the 

historic test year as the best evidence of the Company’s expenses, but with 

adjustments for known and measurable changes to those expenses that the 

Company likely will incur in the projected test year. The Commission should 

reject the concept that the Company’s projected O&M expenses are known and 
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measurable in the abstract based on its budget and forecasting process and that the 

Company cannot or will not manage its expenses in its self-interest. 

The top-down status quo approach assumes that there should be and will be no 

general increase in non-fuel O&M expense increase in the 2010 test year 

compared to the 2008 actual expense. The top-down approach assumes that the 

2008 level of expense not only was adequate in that year but will remain adequate 

in the future absent known and measurable changes and that increases in expenses 

due to inflation, if any, in 2009 and 2010, will be at least offset by reductions in 

expenses due to productivity improvements and other cost reductions. The top- 

down approach is consistent with the manner in which the Company actually 

manages its O&M expense and the Company’s reductions in non-fuel O&M 

expenses for the fmt quarter this year compared to the same quarter last year. 

In addition, the top-down approach recognizes that there are and should be 

savings in O&M expense resulting from the costs of new “long-term 

infrastructure investments” to “better manage work, assets, people, and finances” 

Barren at 271 that are included in rate base. The rate base investments have the 

effect of “reducing costs while enhancing many aspects of service to customers.” 

[Barren at 271. The Commission should ensure that ratepayers actually get the 

benefit of the expense reducaons due to the investments ma& to achieve those 

reductions. 

___._ - 
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Finally, the top-down approach recognizes that utilities manage their O&M 

expenses in response to the timing and level of ratemalung recoveries. The 

Company aggressively managb its O&M expense when it cannot 

contemporaneously recover increases and is able to retain the earnings benefits 

from its actions. However, if the Company is provided excessive recoveries 

based on inflated forecasts, such recoveries will allow the Company to increase its 

expenses without consequence and override the normal self-interest in cost- 

- I have attached these - as my Exhibit-a- 

7 (confidential) and Exhibit-@) (confidential) -, respectively. 

In conjunction with the top-down approach, the Commission should adjust the 

“status quo” O&M expense for known and measurable adjustments to: 1) subtract 

expenses that no longer will be incurred or no longer recovered through base 

rates, such as those transferred to vanous clauses for recovery, and 2) add specific 

and unavoidable cost increases, such as the increases in non-fuel O&M expense 

associated with WCEC 1 and 2. 

Q. Please describe the bottom-up approach to determine the reasonable level of 

test year O&M expense. 

I recommend that the .Commission also review the specifics of the Company’s A. 
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projected 2010 test year expense through a bottom-up approach to determtne d 

the requested amounts are reasonable. Amounts that are not reasonable should be 

specifically disallowed In th~s manner, the Commission can determine the 

overall reasonable level of O&M expense through the top-down approach, but 

confirm and refine the result of the top-down approach by starting with the 

Company’s request and reducing it for unreasonable expenses through the 

bottom-up approach. 

Q. 

A. 

What is your recommendation on the test year O&M expense? 

I recommend that the Commission reduce the Company’s test year O&M expense 

by $397.648 million. This reduces the Company’s requested test year O&M 

expense from the $1,694.367 million requested to the $1,306.953 million actual 

2008 adjusted downward on a net basis to $1,296.719 million for the following 

known and measurable changes: 1) the reduction in O&M expense due to the 

transfer of certain expenses to various clauses for recovery ($20.880 million), 2) 

the increase n-~ O&M expense for WCEC 1 and 2 ($18.918 million), and 3) the 

reduction due to the DOE refunds that I subsequently discuss ($9.000 mllion), 

and 4) the increase due to all other Company adjustments reflected on MFR 

Schedule C-2, except for the storm damage expense ($0.728 million). 

’ 

I obtained the Company’s proposed known and measurable changes from the 

Company adjustments shown on MFR Schedule C-2. I obtained the O&M 

expense amount for WCEC 1 and 2 from the Company’s response to SFHHA 
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A. 

Interrogatory 119. I attached a copy of this response as my Exhibit-(LK-9). I 

discuss and provide the source of the DOE refund amount in a subsequent section 

of my testimony. 

Although I recommend this net reducbon in O&M expense based on the top-down 

approach, I also have disaggregated the net reduction into various specific 

adjustments and disallowances that are based on the bottom-up approach. I have 

charactenzed the difference between the net reductlon based on the top-down 

approach and the sum of the specific adjustments based on the bottom-up 

approach as an “other” adjustment on the table in the Summary section of my 

testimony. 

Please describe your bottom-up review of the Company’s proposed test year 

O&M expense. 

First, I reviewed the forecast assumptions reflected in the Company’s projected 

2010 O&M expense to identify assumptlon-driven reasons for the proposed 

increase in O&M expenses. Second, I reviewed the Company’s O&M expense 

benchmark analysis summarized on MFR Schedule C-41 to iden@ speciiic 

functional areas where the Company proposed growth in test year expenses above 

and beyond the levels indicated by the benchmark computations. Third, I 

compared the Company’s O W  expense in the test year to 2008 actual levels to 

identify specific functlonal areas where the Company proposed excessive growth 

in O&M expenses. Finally, I reviewed the Company’s responses to the SFHHA 
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A. 

Q. 

A. 

Q. 

A. 
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discovery as well as the responses to other parties’ discovery to identify 

inappropriate and excessive expenses. I subsequently address each of the bottom- 

up specific adjustments that I recommend and reflect the amount of each 

adjustment on the table in the Summary section of my testimony. 

O’peration and Maintenance Expense - Productivitv Savings 

Did the Company include an explicit assumption regarding productivity 

improvements and the resulting expense reductions given the Company’s 

history of controlling the growth in payroll costs below the rate of inflation? 

No. The Company reflected significant increases iu payroll costs, including 

inflation and merit increases and staffing increases, but did not explicitly reflect 

an offset against these proposed expense increases for productivity improvements. 

Is the Company’s failure to explicitly take into account productivity 

improvements in its O&M expense consistent with its historic experience? 

No. In recent years and as I previously described, the Company has successfully 

managed its O&M expenses so that annual increases are less than the rate of 

inflation. 

What is the source of the Company’s productivity improvements? 

The Company acbeves such productivity improvements through capital 

investment in assets that reduce maintenance requirements and allow fewer 

employees to do more in less time as well as the adoption of best practices in 



Lane Kollen 
Page 24 

1 

2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 

15 

, 16 

17 

18 

19 

20 

21  

22  

managing processes. Company witness J. A. Stall described how the Company’s 

nuclear production business unit achieves such efficiencies. MI. Stall states that: 

“we continuously pursue standardization of programs and procedures and share 

best practices among our nuclear fleet, improving safety, efficiencies, and 

reducing costs.” [Stall Direct at 151. Mr. Stall also descnbed the Turkey Point 

Excellence project, stating: “In the “process category, the project focuses on 

implementing a procedure upgrade program, reducing the corrective action 

backlog, upgrading training programs, and implementing process improvements 

consistent with industry best practices. In the “plant Improvement” category, the 

project is focused on reducing on-line and outage maintenance and correctwe 

achon backlogs, proactme management of age-related corrosion and coatmgs 

related issues, improving operational margin, and implementing a preventabve 

maintenance optmization program.” [Id., 22-23]. In addition to the Turkey Point 

Excellence program, the Company has replaced major equipment components, 

including steam generators, reactor pressure vessel heads, and a pressurizer at its 

nuclear units. [Zd., 141. The Company has invested hundreds of millions of 

dollars in capital expenditures to replace and upgrade other equipment and is now 

engaged in numerous long-term equipment reliability projects at the nuclear units. 

[Id., 281. 

Q. Are the Company’s historic productivity achievements consistent with the 

productivity improvements across the national economy? 
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BLS Productiv’vity Statistics, 

Series Id: PR.585006093 
Duration: index, 1992 = 100 
Measure: Output Per Hour 
Sector: Nonfarm Business 

7 

8 

9 Q. Should the Commission reflect ongoing productivity improvements since 

10 

11 A. 

12 

2008 in the test year? 

Yes. The Commission should reduce the Company’s proposed test year payroll 

expense to reflect productivity improvements and thus, reductions in payroll and 

related expenses. In adltion to the Company’s demonstrated ability to restrain - -__ 13 
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growth in O&M expenses below inflation, the Commission also should consider 

the Company’s capital investment incurred to achieve these savings that is 

included in rate base. The Company’s ratepayers should receive the full benefit 

of their investment in ‘rate base. If the Commission does not restate the 

Company’s proposed test -year O&M expense to reflect these savings, .then the 

Company either will retain the savings or otherwise increase its actual O&M 

expenses to the levels included in the revenue requirement or some combination 

of the two. 

. .  

Have you quantified the effect of your recommendation? 

Yes. The effect is to reduce O&M expense by $36.519 million and the revenue 

requirement by $36.641 million. I assumed that the Company would achieve 

productivity gains of 2.0% annually, whch will offset the Company’s general 

inflation assumption of 2.0% annually. I based this ,assumption not only on the 

company’s most recent experience at more than offsetting inflation increases in 

2008, but also on the most recent national historic trends in productivity 

improvement, which converge on a 2.0% annu.al improvement as reflected in the 

preceding table. 

The recognition of a 2.0% annual productivity improvements will have the effect 

of reducing the Company’s proposed $765.261 milhon in payroll expense amount 

by $30.917 mllion, or 4.04% reflecting the cumulative and compounded effect of 

the 2009 and 2010 productivity improvements compared to 2008. I obtained the 
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O&M expense portion of the Company’s projected 2010 payroll expense from the 

Company’s response to SFHHA Interrogatory 297, a copy of which I have 

attached as my Exhibit-(LK-10). 

In addition, there will be reductions of $1.995 million in the related payroll tax 

expense and $3.607 million in the related fringe benefits expense. To compute 

these amounts, I applied the same 4.04% cumulative productivity factor to these 

expense amounts. I obtained the payroll tax expense from the Company’s MFR 

Schedule C-20 and the base recovery pofion of the fnnge benefits expense from 

the Company’s response to SPHHA Interrogatory 297. 

My computabons of the reductions in payroll and related expenses are detailed on 

my Exhibit-(LK-11). 

Operation and Maintenance Expense - Naclear Staffing 

Q. Does the Company propose an increase in nuclear production O&M expense 

to reflect staffing increases? 

Yes. The Company proposes an increase in nuclear staffing of 270 employees, 

ostensibly to address its employee attrition and training requirements and for its 

Turkey Point Excellence program. The Company cited employee attrition and 

traming requirements as one reason for the proposed $37.298 million in excess 

A. 

over the benchmark level proposed for nuclear production on its MFR Schedule 

(2-41. 
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The increase of 270 employees also was cited by Company witness J. A. Stall in 

his testimony as one of the reasons for the $43.4 million increase in nuclear 

production O&M expense in the test year compared to 2008 actual expenses. The 

Company proposes an increase to $424.3 million in the test year from the $380.9 

million actually incurred in 2008, according to Exhibit JAS-10 attached to Mr. 

Stall’s Direct Testimony. 

The Company also provided a list and brief description of the primary reasons and 

the hounts  related to each of those primary reasons for the proposed increases in 

nuclear production O&M expense in response to SFHHA Interrogatory 240, a 

copy of which I have attached as my Exhibit-(LK-12). In this discovery 

response, the single largest reason identified by the Company was an increase in 

payroll costs to reflect a significant increase in staffing levels. In that response, 

the Company quantified the payroll expense effect of adding these employees at 

$18.5 million for the test year compared to 2008. 

Q. How have the Company’s actual nuclear staffing levels increased since 2006 

and what are the reasons cited by the Company for these increases? 

A. The Company previously increased its nuclear staffing levels by 199 positions in 

2007 and 2008, or 12%, from 2006 levels, according to the Company’s response 

to SFHHA Interrogatory 291. I have attached a copy of the Company’s 

supplemental response as my Exhibit-&K-13). The primary reason cited by 
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the Company for the increased nuclear staffing was to “anticipate and ultimately 

compensate for attrition and retirements.” 

Is this the same primary reason cited by the Company for the proposed 

increase of another 270 positions reflected in O&M expense for the test year? 

Yes. The Company cites the “Apprenticeship Program and operations training 

pipeline” as the primary reasons for the proposed increases in staffing levels in 

the test year compared to year end 2008, according to the Company’s response to 

SFHHA Interrogatory 291. 

How has the Company’s nuclear staffing actually changed since the end of 

2008? 

The Company has been systematically reducing nuclear staffing since September 

2008, contrary to the increase in staffing the Company assumed in both its 2009 

and 2010 budgets and thus, in the test year O&M expense. In the Company’s 

supplemental response to SFHHA Interrogatory 291, the Company’s nuclear 

staffing peaked in September 2008 and has been steadily declining each month 

since then. 

Should the Commission reflect the additional increases in nuclear production 

staffig in the test year ostensibly necessary for the Apprenticeship Program 

and the operations training pipeline? 

No. The Commission should reject the increase in nuclear production O&M 
___.__.-.I_-- -- - - __- 
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expense for an additional 270 positions. First, the Company already increased 

nuclear production staffing by 12% from 2006 to 2008, primarily far this same 

reason. The Company’s proposal will result in. a cumulative staffing increase of 

23% from 2006 to 2010. Increases of this magnitude for this reason are not 

reasonable. In effect, the Company claims that it is necessary to increase staffing 

by 23% over its normal requirements so that it can perpetually train additional 

personnel to replace employees who will retire or otherwise terminate 

employment at some future date, but who will not have done so prior to or within 

the test year. That is not reasonable. 

Second, the evidence is that the Company has been steadily reducing nuclear 

staffing now that the recession has bitten deeper, particularly in the South Horida 

economy and the Company has been forced to engage in cost reductions 

compared to its budget. 

Third, the Company’s proposed increase in staffing levels is inconsistent with the 

significant capital investments the Company has made and included in rate base to 

improve the performance and m a t e d  condition of its nuclear facilities that 

should reduce staffing levels and O&M expense, not increase it year after year for 

the same facilities. In addition, the proposed increase in staffing levels is 

inconsistent with the Company’s expense “investments” incurred through such 

efforts as the Turkey Point Excellence project, reducing maintenance backlogs, 

~~ reducing attrition rates, and improving employee efficiency consistent with __ _ _  - 
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Q. 

A. 

industry best practices. These actlvitles and investments are described 

extensively by Company witness J.  A. Stall in his testimony. At some point, the 

Company and its ratepayers must reap the expense savings benefit from these 

large capital and expense investments, the resulting reductions in maintenance 

activities, and efficiency improvements. Otherwise, there is no justification for 

the investments or their inclusion in rate base. The point at which ratepayers 

should reap those benefits is during the test year that serves as the basis for settlng 

the Company’s revenue requirement. 

What is your recommendation regarding the proposed increase nuclear 

production staffing expense? 

I recommend that the Commission reduce the Company’s nuclear production 

O&M expense by $21.852 million to eliminate the Company’s request for 

increased s a n g  to meet its alleged and seemingly never ending and growing 

attrition and training requirements. This amount consists of the $18.5 million 

reduction in O&M payroll expense compared to 2008 levels included in the test 

ostensibly for this purpose, which was quantified by the Company, plus the 

related expenses of $1.194 nullion in payroll taxes and $2.158 mllion in 

employee fringe benefits. The computations of the related payroll taxes and 

employee fringe benefits expenses are detailed on my Exhibit-(LK-14). 

Operation and Maintenance Expense -DOE Settlement 
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Please describe the litigation and settlement between FPL and the US. 

Department of Energy related to the disposal of spent nuclear fuel. 

FPL and other parks sued the U.S. Department of Energy (“DOE) seeking 

damages caused by the DOES failure to dispose of spent fuel from the 

Company’s nuclear generating facilities. FPL described the litigation and the 

settlement of that litigation in its SEC Form 10-Q for the quarter ending March 

31,2009-as follows: 

In March 2009, FPL, certain subsidiaries of NextEra Energy 
Resources and certain nuclear plant joint owners signed a settlement 
agreement with the US. Government (settlement agreement) agreeing 
to dismiss with prejudice lawsuits fded against the U.S. Government 
seeking damages caused by the U.S. Department of Energy’s failure to 
dispose of spent nuclear fuel from FPL’s and NextEra Energy 
Resources’ nuclear plants. In connection with the ’settlement 
agreement, FPL Group established an approsimately $153 million 
($100 million for FPL) receivable from the US. Government and a 
liability to nuclear plant join owners of $22 million ($5 million for 
FPL), which are included with other receivables and other current 
liabilities, respectively, in the condensed consolidated balance sheets 
at  March 31, 2009. In addition, FPL Group reduced its March 31, 
2009 property, plant and equipment balances by $107 million ($83 
d o n  for FPL) ana, for the three months ended March 31, 2009, 
reduced operating expenses by $15 million ($12 million for FPL) and 
increased operating revenues by $9 million. The payments due from 
the U.S. Government under the settlement agreement increased FPL 
Group’s net income for the three months ended March 31, 2009 by 
approximately $16 million ($9 million for FPL). A snbstantial portion 
of the amount due from the U.S. Government is expected during the 
second quarter of 2009. FPL and NextEra Energy Resources will 
continne to pay fees to the U.S. Government’s nuclear waste fund. 

The Company also descnbed the settlemen& providing additional detal, in 

response to SFHHA Interrogatory 237, a copy of which I have attached as my 

&bit-(LK-15). 
~- - - -. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

How did the Company reflect the results of the DOE settlement in the test 

year? 

The Company reflected the reduction in plant in service in the test year rate base, 

but failed to reflect any reduction in expenses for the ongoing reimbursement 

from the DOE. In response to SFHHA Interrogatory 237, the Company stated the 

following: 

Therefore, the 2010 plant balances used to calculate test year results 
reflect this estimated reduction and customers will receive the benefits 
associated with the SNF settlement through future rates. Reductions 
in prospective costs should likewise occur as DOE reimburses FPL for 
SNF costs incurred in 2009 and beyond. These refunds were not 
forecasted in the Test Year and Subsequent Year revenue 
requirements? 

Should the ongoing DOE refunds be reflected in the test year as a reduction 

to the revenue requirement? 

Yes. The failure to reflect the refunds in the test year clearly was an error in the 

Company’s filing given the ongoing nature of the DOE reimbursements resulting 

from the litigation settlement. 

What amount should the Commission reflect in the test year? 

I recommend that the Commission use the actual $9 million amount reimbursed 

by the DOE and used by the Company to reduce expense in 2009 as a reasonable 

estimate for the test year. The revenue requirement effect is $9.030 milbon. 
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Please describe the costs included in the Company’s test year revenue 

requirement for the deployment of AMI  meters and related infrastructure. 

5 A. The Company included $7.4 million in account 902 expense for the deployment 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 Q. 

16 A. 

17 

of its new advanced metering initiative meters and related infrastructure. The 

Company provided a summary of its deployment schedule and the projected costs 

to develop the system separated into expense and capital amounts in response to 

SFHHA Interrogatories 120,289 and 290. I have attached a copy of each of these 

responses as my Exhibit-&K-16), Exhibit-LK-17) and Exhibit-&K-18), 

respectively. The Company described the types of costs expensed by the 

Company in response to SFHHA Interrogatory 283, a copy of which I have 

attached as my Exhibit-(LK-19). 

How many of the proposed AMI meters will be deployed in the test year? 

The Company’s test year reflects an average of 734,000 meters deployed and a 

total of 1,298,000 deployed by the end of the test year, according to its response 

18 

19 

20 

21 of the test year 

22 

to SFHHA Interrogatory 289. The Company plans to deploy a total of 4,346,000 

meters by the end of 2013. Thus, the Company will have deployed 16.9% of the 

total AMI meters on average d u n g  the test year or 30.0% of the total by the end 
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Q. 

A. 

Q. 

A. 

Does the Company expect that the AMI meters will result in expense savings 

related to the removal of the old non-AMI meters that will offset the 

increases due to the new AMI meters? 

Yes. The Company estimates annual expense savings of $36 million after all 

AMI meters are deployed, according to SFHHA Interrogatory 243, a copy of 

which I have attached as my Exhbit-(LK-20). 

What amount o f  expense savings has the Company reflected in the test year? 

The Company has reflected only $0.418 million in expense savings in the test 

year, according to its response to SFHHA Interrogatory 289 (replicated as my 

Exhibit-(LK-17). This is only 1.2% of the annualized savings the Company 

projects upon full deployment. 

Is the Company’s estimate of savings in the test year reasonable? 

No. The Company’s estimate of 1.2% of the annualized savings compared to the 

nearly 16.9% of the total investment in rate base for the test year is unreasonable. 

Upon deployment of these AMI meters, the Company wll reduce expenses 

compared to the levels necessary for its existing non-AMI meters, which include 

meter reading payroll and related expenses, vehicle expenses, and connect and 

disconnect expenses, among others, m approximately the same proportion as it 

has deployed the AMI meters. The Comrmssion should match the savlngs with 

the costs and reflect 16.9% of the annualized O&M expense savmgs consistent 

-. - 
_I___ __I- 
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with the inclusion in rate base of 16.9% of the cost of the total AMI meters the 

Company plans to deploy. 

Q. Have you quantified the amount of expense savings that should be reflected 

in the test year? 

Yes. The Commission should increase the expense savings by $5.666 million to 

$6.084 mllion in order to match the savings in expense to the investment 

A. 

included in rate base. I computed this amount by multiplying the 16.9% times the 

$36 mllion annualized savings upon full deployment and subtracted the $0.418 

million in savmgs reflected in the Company’s projected test year expenses. 

Customer Accounts and Sales Expense - CIS 

Q. Please describe the expenses included in the Company’s test year revenue 

requirement for the development of a new customer information system. 

The Company included $7.250 million in account 903 expense and $0.504 in 

depreciation expense for the development of a new customer information system 

(“CIS”). The Company provided a summary of its development schedule and the 

projected costs to develop the system separated into expense and capital amounts 

in response to SFHHA Interrogatones 287 and 288. I have attached a copy of 

each of these responses as my Exhibit-I,K-21) and Exhibit-T-K-22), 

respectively. 

A. 
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Q. 

A. 

The costs the Company included as expense are for the preparakon of a detatled 

project plan, rewew of scope and preliminary project requirements, approval of 

scoping study documentation and preparation for data conversion, accordmg to 

the Company’s response to SJ34H.A Interrogatory 284. I have attached a copy of 

this response as my Exhibit-(LK-23). 

Should any of the CIS developmental costs he expensed for ratemaking 

purposes? 

No. These costs should be either capitalized to the CIS plant costs or deferred as 

a regulatory asset for ratemakmg purposes rather than expensed in the test year. 

The Company has determined that the costs should be expensed for accountmg 

purposes, according to its response to SFHHA Interrogatory 284; however, the 

accounting does not and should not control the ratemaking treatment even 

a s s m g  that the Company’s proposed accounting treatment is correct, which is a 

matter of judgment. The costs should be capitalized or deferred because they will 

be incurred for the development of the new CIS, which will be capitalized as 

intanable plant. The Company will not continue to incur these costs after the 

new CIS is mplemented in June 2012. Thus, the costs are not recurring in nature 

and should be appended to the CIS capitalized asset or deferred for ratemakmg 

purposes and then depreciated or amortized and recovered over the same expected 

useful service life as the CIS asset. 
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Q; 

A. 

Have you quantified the revenue requirement effect of your recommendation 

to capitafize or defer this expense? 

Yes. The Commission should reduce the revenue requirement by $7.274 mllion 

to reflect the reduction in expense. In addition, the Commission should increase 

the revenue requirement by $0.428 million to reflect the increase in rate base. 

The computations are detailed on my Exhbit-(LK-%). 

Administrative and General Expense - Storm Damage Accrual 

Q. 

A. 

Please describe the Company’s proposal to “reestablish” an annual accrual 

for the Company’s storm damage reserve. 

The Company proposes to recover through base rates an annual storm damage 

expense accrual amount of $148.667 million ($150 million total Company). This 

request has a revenue requirement effect of $149.162 mllion. The Company 

presently recovers no storm damage expense through base rates. Instead, the 

Company presently recovers storm damage expense through a surcharge. The 

Company does not propose a reduction in the surcharge amounts. 

The Company’s rate request is sponsored by Company witness Ivfr. Armando 

Pimentel, but it is based on a probabilistic loss analysis performed by Company 

witness Ivfr. Stephen P. Hanis of ABS Consulting using a proprietary probabilistic 

smulation model. 
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Please describe the Commission’s historic framework for FpL’s recovery of 

its storm damage costs. 

Prior to its Order approving the settlement of the 2005 rate case, the Commission 

historically allowed recovery of storm damage costs in base rates through a storm 

damage expense accrual. This expense amount was recovered from ratepayers 

and added to the storm damage reserve. When actual storm damage costs were 

incurred, FPL charged these costs to the reserve, regardless of whether they were 

costs that normally would be capitalized to plant or expensed and regardless of 

whether they were “incremental” to costs that already were recovered through 

base rates. 

At any point in time, the storm damage reserve is in either a surplus or a 

deficiency. The Company’s storm damage reserve historically was in a surplus 

una1 a series of severe hurricanes and storms in 2004 depleted the reserve and the 

storm damage reserve became a deficiency. The Commission authorized a 

provisional storm restoration surcharge in Docket No. 041291-EL which it 

affirmed in Order No. PSC-O5-0937-FOF-EI, to provide the Company recovery of 

the reserve deficit over three years. In addition, the Commission required a 

change in the types of costs that could be charged to the reserve, thus reducing the 

amount of annual expense accrual and the target reserve levels, all else equal. 

The Commission determined that only “incremental” storm damage costs could 

be charged to the reserve. This change meant that costs normally capitalized to 

plant in service no longer could be charged against the storm damage reserve and ~ _ _  - - - - 
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were required to be capitalized to plant in service. This change also meant that 

other costs recovered in base rates could not be charged against the Storm damage 

reserve to avoid recovering the same costs twice. 

The Commission also changed the form of storm damage recovery in 2005 by 

removing all such recoveries from base rates and instead providing all recoveries 

through a storm damage surcharge rider. In the Company’s last base rate increase 

proceedmg, Docket No. 050045-EI, the parties reached a settlement whereby the 

Company no longer would recover a storm damage expense accrual through base 

rates. Instead, the Company was permitted to recover its reasonable and 

p~den t ly  incurred storm restoration costs and to replenish the storm damage 

reserve through a surcharge pursuant to a newly approved securitization financing 

law (Section 366.8260, Florida Statutes) and/or through a surcharge similar to the 

one approved for storm damage recovery in 2004. The Commission approved 

this settlement agreement by Order No. PSC-05-0902-S-E1 on September 14, 

2005. 

The Commission affirmed this change in the form of recovery from base rates to a 

surcharge in yet another proceeding to recover the Company’s storm damage 

costs that it incurred in 2005. These costs were incurred as the result of several 

more severe hurricanes that resulted in significant storm damage losses and 

another storm damage reserve deficiency. To recover these storm damage costs, 

the Company sought surcharge recovery of the costs based on the issuance of 
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1 low-cost securitization financing suffkient to recover not only the costs incurred 

2 but also to replenish the storm damage reserve. The surcharge in conjunction 

3 with securitization financing was made possible by a statute newly enacted for the 

4 express purpose of reducing the costs to ratepayers of storm damage loss 

5 recovery. In Order. No. PSC-06-0464-FOF-EI, the Commission approved’ a 

6 levelized surcharge to recover the securitization and related costs over a 12 year 

. .  

I 

8 

9 -  

penod, approved the recovery of only “incremental” costs despite the Company’s 

request for costs that otherwise would have been capitalized to plant in service or 

that otherwise were already recovered in base rates, approved the securitization 

financing, and approved the replenishment of the reserve fund in excess of the 10 

11 storm damage reserve deficiency by $200 million while rejecting the Company’s 

12 

13 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

request for $650 million. The Commission summarized its decision in Order No. 

PSC-06-0464-FOP-E1 a~ follows: 

In  this Financing Order, we find that the issuance of storm-recovery 
bonds and the imposition of related storm-recovery charges to finance 
the recovery of FPL’s reasonable and prudently incurred storm- 
recovery costs, the replenishment of FF’L’s storm-recovery reserve, 
and related financing costs are reasonably expected to significantly 
mitigate rate impacts to customers as compared with alternative 
methods of recovery of storm-recovery costs and replenishment of the 
storm-recovery reserve. [Order at 51. 

24 

25 costs, the Commission stated 

Regarding its decision to limit recovery to only “incremental” storm damage 

26 
27 Under FPL’s Actual Restoration Cost Approach, all costs - both 
28 normal and incremental - that were related to storm damage 
29 activities are charged to FPL’s Reserve. We find that the inclusion of 
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normal costs results in a double recovery, once through base rates and 
again through the Reserve. Accordingly, we find that an incremental 
cost approach, including an adjustment to remove normal capital 
costs, is the appropriate methodology to be used for booking FPL’s 
2005 storm-recovery costs to its Reserve. [Id., 171. 

Regarding its decision to limit the replenishment of the reserve to $200 million 

rather than FF’L’s request for $650 million, the Commission stated the following: 

Given that FPL has the opportunity to seek recovery of future storm 
restoration costs through either a surcharge or securitization 
pursuant to the 2005 Settlement Agreement and applicable law, and 
given the preference of FPL’s customers to face that risk when such 
costs actually materialize, we decline to approve funding of FPL’s 
Reserve to a level of $650 million through the storm-recovery bonds 
authorized to be issued under the terms of this Order. We fimd that 
funding FPL’s Reserve to a level of $200 million is appropriate and 
will (i) reduce the incidental costs associated with issuance of the 
storm-recovery bonds authorized to be issued under the terms of this 
Order, (3) provide more critical review of FPL’s charges to its 
Reserve, and (iii) result in lower overall storm-recovery charges at 
this time. [Zd., 251. 

Finally, the Commission found that the storm damage surcharge in conjunction 

with securitization resulted in a significant reduction in the rate impacts to 

ratepayers compared to more traditional methods of financing or recovering 

storm-recovery costs and replenishing the reserve. The Commission stated the 

following: 

Thus, we fmd that the issuance of the storm-recovery bonds and the 
imposition of the storm-recovery charges authorized by this Order 
are reasonably expected to significantly mitigate rate impacts to 
customers as compared with alternative, more traditional methods of 
financing or recovering storm-recovery costs and replenishing the 
Reserve. Likewise, throueh imdementation of the required standards 

. . . . . .  - - 
and procedures ....... established . in - &is . .  Order, we find .. thatthe structuring, ... 

. . . -. . -. - - . - - 
36 
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Q. 

A. 
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marketing, pricing, and financing costs of the storm-recovery bonds 
are reasonably expected to significantly, mitigate rate impacts to 
customers as compared with alternative methods of financing or 
recovery storm-recovery costs and replenishing the Reserve. [Id., 321. 

Should the Commission revert to the recovery of storm damage expense 

through base rates? 

No. There is no reason for the Commission to revisit its conclusions in the Orders 

previously cited resulting in the exclusive use of surcharge recoveries in 

conjunction with securltization to minimize the costs to ratepayers. The 

Commission should continue to use the surcharge approach in conjunction with 

securitization of unusually large storm restoration costs resulting in stonn damage 

reserve deficiencies. The use of a surcharge approach in conjunction with 

securitization provides the Company full and timely recovery of prudently 

incurred storm damage costs, avoids the need to engage in speculation regarding 

future storm damage costs, and results in substantially lower costs to ratepayers. 

The present srorm damage surcharge not only provides the Company recovery of 

its prior storm damage reserve deficiencies, but also provides recovery of $200 

million in future storm damage amounts. That is because the Company’s 

securitization financing provided a “replenishment” of the storm damage reserve 

in the amount of $200 million. The surcharge is designed to recover the debt 

service not only to repay FPL for its actual prudently incurred storm restoration 

costs prior to that date, but also to fund the additional $200 million to the reserve 

available for future storm damarre cost. The Company estimates on MFR 

, 
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Schedule B-21 that the test year storm damage reserve will have a surplus of 

$192.966 million after adding the earnings on that $200 million and subtractmg 

charges for subsequent storm damage amounts charged to the reserve since the 

securitization financing. 

To the extent that there are severe storms that deplete this reserve surplus in the 

future, then the Commission can reset the storm damage surcharge or establish a 

new surcharge, and authorize the Company to securitize the storm damage reserve 

deficiency at that time, including amounts necessary to replenish the reserve. 

The surcharge approach also avoids the need to engage in speculation over an 

appropriate storm damage expense amount to include in base rates. The most 

sophisticated models, including the ABS probabilistic simulation model employed 

by Company witness Mr. Harris, cannot possibly accurately predict the magnitude 

or the timing of actual storm damage costs. 

Finally, the use of the surcharge approach in conjunction with securitization 

financing is the least cost and most evonomically efficient approach. This is true 

for several reasons. First, the use of the surcharge approach to recover the 

securitization debt service ensures that there is no tax penalty because the 

revenues match the expense. In contrast, the recovery of excessive expense 

accruals through base rates to prefund a surplus in the storm damage reserve 

results in a tax penalty because such recoveries are included in taxable income, 
__ -. --__ - - 

23 ____ 
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but the expense accrual is not deductible from taxable income (only actual costs 

incurred are deductible). Under the Company’s approach, there is an immediate 

tax penalty of 38.58% (combined federal and state income tax rate) against the 

storm damage expense accrual amounts collected through base rates that reduces 

the amount that can be funded to the reserve. Thus, under the Company’s 

approach, ratepayers are required to make unnecessary payments to the federal 

and state governments and then are penalized further through a reduction in the 

actual funds in the storm damage reserve fund that can earn income. 

Second, the surcharge approach in conjunction with securitization allows 

significant savings to ratepayers by using 100% highly rated and lower cost 

securitization debt instead of financing reserve deficiencies with conventional 

financing. The costs of conventional financing include a combination of higher 

cost debt and an even greater cost of common equity, including the income taxes 

on the return on common equity. 

Third, the use of the surcharge approach minimizes the investment the ratepayers 

must make m the storm damage reserve and the lost return on their investment by 

compmson to the Company’s return on its rate base investment. The earnings on 

the storm damage reserve funds are extremely low due to the nature of the 

investments and the need to mamtan liqui&ty. Thus, while ratepayers will be 

requred to pay the Company an 11.80% return before tax on its rate base 

investments (based on its request in this proceeding), ratepayers will earn only a 
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7.2% return before tax on their investment in the storm damage reserve fund 

(based on the Company’s trust fund earnings assumptions reflected on MFR 

Schedule B-21). 

Q. If the Commission determines that there should be some amount of storm 

damage expense recovery through base rates, should it adopt the Company’s 

proposed $148.667 million amount? 

No. The proposed $148.667 million expense amount is wildly excessive and A. 

should be set at $0 if the Commission deems it appropriate to reconsider the form 

of storm damage expense recovery in this proceeding. First, the proposed amount 

is based on an insurance-type probabilistic model of risk exposure and 

replacement property damage. This type of analysis may be appropriate for the 

insurance industry, but it does not reflect the substance or form of the ratemalang 

process, or more specifically, this Commission’s ratemaking for storm damage 

costs. 

Unlike the insurance companies, it is not necessary for the Company to 

preemptively recover excessive amounts through rates in order to build up a loss 

reserve or a “cushion” for potential significant future losses. This is true because 

the Commission has stated repeatedly in its orders that the Company is entitled to 

recovery of its reasonable and prudently incurred storm damage costs, regardless 

of whether there is a sufficient amount in the storm damage reserve. If there is a. 



Lane Kollen 
Page 47 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 
23 
24 

deficiency, then the Commission hstorically has allowed the Company to recover 

the deficiency through a surcharge. 

In addition, the analysis performed and the quantification provided by Company 

witness Mr. Harris is overstated because it is not based on the “incremental” cost 

for which the Commission allows recovery. Instead, his analysis provides a gross 

damages estimate comparable to what the Company in prior storm damage 

proceedings referred to as an ‘‘actual restoration cost approach.” The Commission 

rejected this approach in the two most recent storm damage orders that I 

previously addressed and instead adopted the “incremental” cost approach. The 

incremental cost approach excludes all costs that otherwise would be capitalized 

to plant in service and excludes all costs already recovered through base rates, 

such as the litany of such costs identified and removed by the Commission in its 

PSC-06-0464-FOF-E1 Order. 

Finally, the analysis performed by Mr. Harris is overstated because it is based on 

the Company’s proposal for a target reserve surplus of $650 million. The 

Commission previously rejected that approach and specifically rejected the $650 

million target amount and found that a $200 milhon reserve surplus was 

reasonable. There is no valid reason,for the Commission to revisit its most recent 

determination on this issue. 

Depreciation Expense - New Customer Information Svstem 

__I____-. I_---- 
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Q. 

A. 

Q. 

A. 

Please describe the depreciation expense included in the Company’s test year 

for the development of a new customer information system. 

The Company Included $0.504 mllion in depreclation expense on capitalized 

plant in service costs for a new CIS. This has a revenue requirement effect of 

$0.506 million. The Company expects to commence development of the new CIS 

in January 2010 and to complete and implement it in June 2012. The Company 

provided a summary of its development schedule in response to SFHHA 

Interrogatory 287 and the depreciation expense included in the test year revenue 

requirement in response to SFHHA Interrogatory 288. I have attached a copy of 

each of these responses as my Exhibit-(LK-21) and Exhibit-(LK-22), 

respectively. 

Should the Company have included depreciation expense for the new CIs’in, 

the test year? 

No. The new CIS is not scheduled to be implemented (“go live”) until June 2012, 

according to its response to SFHHA Interrogatory 287. No amounts should be 

transferred from construction work in progress to plant in service until the date 

the new system is placed in service. Consequently, depreciation expense should 

not commence until June 2012 in accordance with generally accepted accounting 

principles (“GAAJ?”) and the Federal Energy Regulatory Commission (“FERC”) 

Uniform System of Accounts (“USOk’). 

. . 

23 
24 

Depreciation Expense - Capital Expenditnre Reductions 

____-- ___ ____ 
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1 Q. 

2 

In the Rate Base section of your testimony, you address capital expenditure 

reductions and the effects on rate base and the revenue requirement. Is there 

3 

4 A. 

5 

6 amounts. 

also a related effect on depreciation expense? 

Yes. A reduction in the plant in service amounts for the test year will result in 

less depreciation expense than reflected in the Company’s projected test year 

7 .  

8 Q. 

9 A. 

10 

11 

12 

13 

14 

15 

16 

Have you quantified the effect of your recommendation? 

Yes. The effect is to reduce depreciation expense by $26.883 mllion and to 

reduce the revenue requirement by $26.719 million. I address the effects on rate 

base and the resulting reduction in the revenue requirement related to that 

component in the rate base section of my testimony. The computations are 

detailed on my Exhibit-(LK-25). I used a composite depreciation rate for all 

plant accounts to compute the reduction in depreciation expense based on the 

assumption that the reduction in the plant investment due to capital expenditure 

reductions was proportional to the Company’s plant investment reflected in its 

17 depreciation study. 

18 
19 
20 

Depreciation Expense - Depreciation Reserve Surplus 

21 Q. Does the Company presently have a depreciation reserve surplus? 

22 A. Yes. Despite the reduction of the Company’s reserve surplus over the last four 

23 years by $500 mlhon ($125 mlhon annually from 2006 through 2009) as the 

24 result of the settlement reached in Docket Nos. 050045-E1 and 050188-E1, the -__  .~ 
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1 Company still has an estimated reserve surplus of $1,245 million at January 1, 

2 

3 

4 

5 

6 

2010. The Company’s computations of the reserve surplus are summarized on 

page 53 of the depreciation study attached to Mr. C. &chard Clarke’s Direct 

Teshmony as Exhibit CRC-1. I have attached a copy of this page from the 

Company’s depreciation study as my Exh~bit-(LK-26) for reference purposes. 

7 The Company has a depreciation reserve surplus for every functional plant 

8 category, except for transmission plant. The following table summarizes the 

9 

10 

composition of the reserve surplus computed by the Company at December 31, 

2009 by functional plant category. 

11 

Florida Power & Light Company 
Excess Reserve as of December 31,2009 

($ Millions) 

Function 

Steam Generation 
Nuclear Generation 
Combined Cycle Generation 
Combustion Turbine Generation 
Transmission 
Distribution 
General 

Total Excess Depreciation Reserve 

Excess 
Reserve 

410.110 
377.507 
25.945 
28.028 

(15.637) 
340.529 
18.879 

1,245.360 
12 

13 

14 Q. How should the Commission address the reserve surplus in this proceeding? 
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A. I recommend that the Commission amortize the reserve surplus over five years in 

a manner similar to that which it approved in Order No. PSC-05-0902-S-E1 

approving the settlement in the Company’s 2005 rate case. In that proceeding, the 

Company was allowed to amortize $125 nullion of its reserve surplus as a 

reducaon to depreciation expense each year from 2006 through 2009 for a 

cumulative total of $500 million. The Company did so and allocated the 

amortization over the plant accounts on a pro rata basis to reduce the actual 

depreciation expense and accumulated depreciation recorded on its accounting 

books each year. 

Q. Why is it appropriate to amortize the reserve surplus over a five year 

period? 

A. The Commission should attempt to refund this surplus over a reasonably short 

period to as closely as possible return the amounts to the ratepayers who overpaid 

for depreciation expense in prior years based on prior life and salvage estimates. 

The reserve surplus means that depreciation expense in prior years was excessive 

compared to present expectations for the service lives, retirements and salvage 

estimates of plant assets. 

Q. 

A. 

Have you quantified the effect of your recommendation? 

Yes. The effect is to reduce depreciation expense by $246.735 million and to 

reduce the revenue requirement by $247.556 million. In addition, there is an 

offsetting increase of $14.559 million in the revenue requirement for the rate of 
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return on the rate base, which will be more than the Company projected due to the 

reduction in accumulated depreciation. The computations are detailed on my 

Exhlbit-(LK-27). 

Depreciation Expense - Capital Recovery 

Q. Please describe the Company’s request for “capital recovery” of certain 

plant investment costs. 

The Company proposes a four year amortization of the net book value of 

numerous costs as of December 31, 2009. These costs include the remaining 

undepreciated costs of the Cape Canaveral Units 1 and 2 and common, the Riviera 

UNts 3 and 4 and common; the remaining undepreciated nuclear uprate costs of 

St. Lucie Units 1 and 2 and Turkey Point Units 3 and 4 and common; and the 

undepreciated costs of the Company’s existing meter investment that will be 

replaced with advanced meters under the Company’s advanced metering initiative 

A. 

C ‘ M ’ ) .  

The Company plans to remove the Cape Canaveral facilities from service in 2010 

and commence a ‘‘modernization” of the facilities as combined cycle units. 

Similarly, the Company plans to remove the Riviera facilities from service in 

2011 and commence a modemization of the Riviera facilities as combined cycle 

units. The Company simply proposes to amortize the nuclear uprate costs over 

four years with no rationale provided by any witness. Finally, the Company plans 
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to amortize the remaining investment in its existing meters over four years due to 

its planned AMI meter deployment. 

The following table summarizes the net book value at December 31,2009 of each 

of these capital recovery costs and the Company’s proposed depreciation expense 

based on a four year capital recovery period. 

Florida Power & Light Company 
Unrecovered Capital Costs as of December 31,2009 

($ Millions) 

Description 

Cape Canaveral Common 
Cape Canaveral Unit 1 
Cape Canaveral Unit 2 
Riviera Common 
Riviera Unit 1 
Riviera Unit 2 
St. Lucie Unit 1 
St Lucie Unit 2 
T W ~ Y  Point Common 
Turkey Point Unit 3 
Turkey Point Unit 4 
Acct 370 Meters Made Obsolete by AMI 

Total Unrecovered Costs 

unrecovered 
costs 
3.539 
23.148 
8.616 
0.057 
5.664 
3.883 
40.821 
37.448 
2.149 
43.931 
43.886 
101.082 

314.223 

Q. Should the Commission authorize depreciation over a four year period for 

the undepreciated costs of the Cape Canaveral and Riviera facilities? 

No. The Commission should direct the Company to cease depreciation on these 

facilities, add the remaining net book vaIue to the costs of the modernization, and 

then depreciate the costs along with the modernization costs over the estimated 

A. 

- _- - - ~ _ _ _ _ _  
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service lives of the modernized facilities. The Company’s witnesses have offered 

no valid rationale to accelerate the recovery of these capital costs to four years. 

To the extent the facilities are rehred for property accounting purposes, the 

retirement amounts will be used to reduce gross plant 1n service and accumulated 

depreciation by the same amounts in accordance with GAM and the FERC! 

USOA. In this manner, the remaining net plant associated with these facilities 

will be reflected as an asset amount of accumulated deprecahon. In addition, 

depreciation expense will cease because there no longer will be any gross plant in 

service. 

Once the modemzation is completed, then the Commission should allow the 

Company to recover both thk modernization costs and the asset accumulated 

depreciation related to the retired assets over the expected service lives of the new 

facilities. This is similar in concept to the cost of reacquiring debt and replacing it 

with lower cost debt. In that situation, the cost of reacquiring the old debt is 

deferred and then amortized over the life of the new debt issue. 

Alternatively, the Commission should direct the Company to defer the net 

remaining book value at December 31, 2009 and then amortize the deferred 

amounts using the existing depreciation rates. 
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1 Q. 

2 

3 A. 

4 

5 

6 

7 

8 

9 other capitalized plant cost. 

Should the Commission authorize depreciation over a four year period for 

the nuclear uprate costs incurred through December 31,2009? 

No. The Commission should depreciate these costs over the remaining extended 

hcense life of the nuclear units. These costs are capital costs that were incurred to 

substantlally improve and increase the output of the nuclear facilities over their 

extended lives. There IS no valid reason that these capital costs should be 

segregated from the other capital costs of these facilities and depreciated over any 

period shorter than their estimated useful service lives in the same manner as any  

10 

11 Q. 

12 the existing meter investment? 

13 A. No. The Commission should use the same depreciation or amortization rate for 

14 these costs as it adopts for the remaining existmg meter investment that wlll not 

Should the Commission authorize depreciation over a four year period for 

15 

16 

17 

18 

19 

20 

21 

22 

be replaced by AMI meters. There is no valid reason to accelerate the recovery of 

the Company’s existing meter investment, particularly when the Company’s 

revenue requirement also includes the costs of the replacement AMI meters. The 

Company’s proposal has the effect not only of “doubling up” the recovery of old 

non-AMI and new AMI meter investment, but also of accelerating the recovery of 

the old meter investment from the present recovery using a 3.26% depreciation 

rate to a 25% depreciation rate. 
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Q. Have you quantified the effect of your recommendations on the Company’s 

proposed capital recovery amounts? 

Yes. The effect is to reduce depreciation expense by $63.394 million and to 

reduce the revenue requirement by $63.605 mllion for the three capital recovery 

components. In addition, there is an offsetting increase in the revenue 

A. 

requirement of $3.741 million to reflect the return on rate base resulting from the 

reduction in accumulated depreciation compared to the Company’s requested rate 

base amount. The expense and rate base revenue requirement effects are shown 

separately in the table in the Summary section of my testimony. The 

computations are detailed on my Exhibit-(L.K-28). 

Depreciation ExDense - Service Lives 

Q. 

A. 

Please describe the Company’s proposed service live5 used to develop the 

depreciation rates and depreciation expense for its combined cycle 

generating fadititis, including WCEC 1 and 2, reflected in its requested test 

year revenue requirement and for the WCEC 3 facilities reflected in its 

proposed GBRA. 

The Compahy proposes a service life of 25 years for all such facilities, except for 

those that would be retired prior to June 2020 if it had continued to use that 

service life assumption for those facilities, or ten years after the test. year, 

according to the depreciation study attached to the Direct Testimony of C. 

Richard Clarke as his Exhibit CRC-1. The Company offered no support for the 

proposed 25 year service life. ’ . 
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Q. 

A. 

Is the Company’s proposed 25 year service l i e  reasonable? 

No. I recommend a 40 year service life. The service life used for depreciation 

purposes should reflect the expected useful life of the facility, not some arbitrary 

shorter period. The Company proposes depreciation rates assuming 25 year 

service lives based on probable retirement dates 25 years after the commercial in- 

service dates for its combined cycle units with the exception of the Putnam units. 

The hanam 1 unit went into commercial operation in 1977 and Putnam 2 in 1978, 

accordmg to the Company’s FERC Form 1. I have attached a copy of page 402 

from the Company’s 2008 Form 1 filing as my Exhibit-(LK-29). The 

Company onginally claimed that the units had a service life of 25 years for 

depreciation purposes and the Commission set depreciation rates based on that 

assumption. However, Putnam 1 was not retued in 2002 and Putnarn 3 was not 

retired in 2003, their respective 25th anniversary dates and the assumed end of 

thew service lives. Instead, the Company continues to operate both units. The 

Company now asserts that the Putnam 1 and 2 units both have a probable 

retirement date of June 2020 for depreciatlon purposes, which means that the 

Company has no plans to retire the units before that date and may continue to 

operate the units beyond that date. The June 2020 retirement date indicates that 

the Putnam 1 unit has a service life of at least 43 years and Putnam 2 of at least 42 

years. The Company provided this informaQon on ~ page 132 of Company wtness 

Mr. C. Richard Clarke’s Exhibit CRC-1, the Company’s depreciation study. I 
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Q. 

A. 

have attached a copy of this page as my Exhibit-(LK-30) for reference 

purposes. These probable retirement dates for the Putnam units demonstrate that 

in reality the Company’s combined cycle units have service lives of at least 40 

years. 

In addition to the experience of the Company’s own units, other utilities use a 40 

year service life for planning and depreciation purposes. For example, PacfiCorp 

uses a 40 year life for its combined cycle combustion turbine facilities. I have 

attached a copy of the cover and the relevant page from PacifiCorp’s 2008 IRP, 

which shows PacifiCorp’s service life assumptions for such facilities used in its 

resource planning process, as my EXhlbit-(LK-31). 

Finally, as a practical matter, utilities do not retire generating units if they remain 

economic to generate. Thus, the Commission should assume that the Company 

will continue to operate these units for at least 40 years unless the Company can 

demonstrate conclusively that they will be operated only for 25 years. 

Have you quantified the effect of your recommendation? 

Yes. The effect is to reduce depreciation expense by $123.319 million and to 

reduce the revenue requirement by $123.730 million. In addition, there is an 

offsetting increase in $e revenue requirement of $7.726 million to reflect the 

return on rate base resulting from the reduction in accumulated depreciation 

compared to the Company’s requested rate base amount. The expense and rate -___ ~ _ _ _ _  ________________ -- - I---- ___ -_ 
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base revenue requirement effects are shown separately in the table in the 

Summary section of my testimony. The computations are detailed on my 

Exhibit-(LK-32). 

Income Tax Expense -Economic Stimulus Bill 

Q. Has the Company reflected any of the tax benefits resulting from the federal 

Economic Stimulus Bill in its f i g ?  

A. No. Company witness Ms. Ousdahl acknowledged that “many provisions of the 

bill are effective for the 2009 tax year,” but stated that “[a] this time, the 

Company has not quantified or captured the potential benefits.” [Ousdahl Direct 

at 361. 

Q. Should the tax benefits resulting from the American Recovery and 

Reinvestment Act of 2009 (“Stimulus Will”) be reflected in the Company’s 

revenue requirement? 

Yes. There are numerous provisions that provide grants or other subsidies for 

utility investment in generzhon, transmission and distribution infrastructure. 

A. 

Many of the provisions are effective already in 2009 and extend into subsequent 

years. 

Q. Should these tax benefits be reflected in the Company’s revenue 

requirement? 
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Q. 

A. 

Yes. At a minimum, the Commission should reflect a $20 million grant avalable 

to the Company to reduce the costs of advanced (m meters and other smart 

grid investment. The Company’s filing includes the costs of deploying advanced 

meters and the related smart grid infrastructure. It is axiomatic that my grants or 

other savings resulting from that deployment should be used to reduce the costs 

included in the revenue requirement. 

The Stimulus Bill modified the provisions of the Energy Independence and 

Secunty Act (“EISA”) of 2007 addressing smart grid technology deployment. 

Section 405 of the Stimulus Bill modified Secbon 1304 of the EISA to provide a 

subsidy of up to 50% (up from 20% under EISA) of the cost of smart grid 

technology deployment in the form of grants to utilities for qualified costs. The 

Department of Energy (“DOE”) issued a draft notice of  its “Funding Opportunity 

Announcement (FOA) for the Smart Gnd Investment Grant Program’’ providing 

for grants of up to $20 million for th is  purpose, although I was recently informed 

by an AEP employee in another rate proceeding that the $20 million cap has been 

removed and more grant funds are available. 

Has the Company applied to the DOE for the matching grants for smart grid 

investment? 

Yes. The website www.smartmeter.com reported on April 20, 2009 that FPL 

planned to install a million fully functioning “smart meters” for all Miami 

residents within the next two years. The article reported that “[tlhe utility is 
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applying for a matching grant from the stimulus package that Hay [FPL CEO 

Lewis Hay] says will allow FP&L to complete the project withm two years.” I 

have attached a copy of the article as my Exhibit-(LK-33). 

5 Q. 

6 

Should the Commission incorporate this benefit in the revenue requirement 

even if the Company has not yet received grant funds? 

7 A. 

8 

9 

10 

11 

12 

13 

Yes. The entire test year is a projection of the Company’s revenues and costs 

based on assumptions. The Commission should assume that the Company will 

seek these funds and obtain the mmmum amount available to in&vidual utilihes. 

The alternative is to assume that the Company will not seek these funds and/or 

wll not obtain any funding. On the spectrum of possibilities, the probability of 

the former, while not certain because it represents an assumption regarding the 

future, is far greater than the latter. Alternatively, but with essentially the same 

14 

15 

16 

17 

18 

19 

20 rate proceeding. 

result, the Commission could exclude at least $20 million from the Company’s 

proposed rate base and the related depreciation expense and instead allow the 

Company to defer $20 million of its AMI deployment costs to this account rather 

than capitalizing it to plant in service. The deferred asset amount then would be 

reduced by the entlrety of any grants received from the DOE. Any residual 

(positive or negative) could be included by the Company in rate base in a future 

21 

22 Q. 

23 

Have you quantified the effect of your recommendation to include the DOE 

smart grid grant of $20 million? 
~- - _____-.-~ ~ 
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A. Yes. The effect is to reduce the Company’s proposed revenue requirement by 

$3.846 million. I quantified a i s  effect in two steps. First, I computed the 

reduction i n  depreciation expense by applying the Company’s proposed 

.depreciation rate for the new AMI meters of 7.97% to the $20 million grant. 

amount. This had the’effect of reducing depreciation expense by $1.579 million 

on a jurisdictional basis and reducing the revenue requirement by $1.584 million. 

Second, I computed.the reduction in the return by multiplying the Company’s 

proposed 11.80% grossed-up rate of return times the net reduction in rate base of 

$19.210 million (reflecting half year of depreciation expense in accumulated 

depreciation). This had the effect of reducing the Company’s revenue 

requirement. by an additional $2.267 million. The computations are detailed on 

my Exhibit-(LK-34). 

Q. How should the Commission address other tax benefits resulting from the 

Stimulus Bill? 

The Commission should direct the Company to capture and defer as a regulatory 

liability all tax benefits that obtained, but for which the Company failed to reflect. 

the estimated savings in its requested revenue requirement.- The Commission then 

should use these amounts to reduce the Company’s revenue requirement in a 

subsequent rate proceeding. The Commission should require that the Company 

document these tax benefits along with its efforts to maximize the value of those 

A. 

tax benefits for the Commission’s review in a subsequent rate proceeding. 

~- - - - -.________ - _ _ _ _ _ _ ~  - 
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111. RATE BASE ISSUES 

Capital Expenditure Reductions Since Budgets/Forecasts Were Developed 

Q. Has the Company cut its actual capital expenditures significantly from 

budgeted levels to date in 2009? 

Yes. For the fmt four months of 2009, the Company cut its capital expenditures 

by $170 mllion from budget levels, from $897 million to $727 mllion. This is a 

reduction of 19.0% or $529 million on an annual basis compared to the 

Company’s $2,790 million 2009 capital expenditure budget. The actual and 

A. 

budget amounts were provided in response to SPHHA Interrogatory 279, a copy 

of which I have attached as Exhibit-(LK-35). These reductions are in addition 

to $469 million in capital expenditure reductions already incorporated in the 2009 

approved budget compared to the 2009 proposed budget, according to FPL 

witness Barrett’s Exhibit REB-16. 

Q. Should the Commission reflect these cost reductions in the 2010 test year 

revenue requirement? 

Yes. The Company’s plant investment included in rate base should be reduced to 

reflect these capital expenditure reduchons on an annualized basis, both for the 

annualized 2009 reductions carried forward into 2010 and for reduchons of 

similar magnitude in 2010. 

A. 

Q. Have you quantified the effect of your recommendations? 
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A. Yes. The effect is to reduce gross plant included in rate base by $784 million and 

the revenue requirement by $92.520 million based on the Company's proposed 

rate of return. In addition, there is an offsetting reduction to accumulated 

depreciation that increases rate base by $31.080 million and increases the revenue 

requirement by $3.668 million. The computations are detailed on my 

Exhibit-GK-25). 

Operating Income section of my testimony. 

I discuss the related depreciation expense effect in the 

Capital Recovery and Related Accumulated Depreciation 

Q. Have you quantified the effect of your depreciation expense 

recommendations on rate base and the related revenue requirement? 

A. Yes. The effect of this issue is to reduce rate base by $31.697 million and the 

revenue requirement by $3.741 million. The quantifications are detailed on my 

Exhibit-(LK-28). I discuss the related depreclation expense effects in the 

Operating Income section of my testimony. 

Depreciation Lives and Related Accumulated Depreciation 

Q. Have you quantified the effect of your depreciation expense 

recommendations on rate base and the related revenue requirement? 

Yes. The effect of this issue is to increase rate base by $61.660 million and the 

revenue'requirement by $7.276 million. The quantifications are detailed on my 

Exhibit-(LK-32). I discuss the related depreciation expense effects in the 

Owrating Income section of my testimony. 

A. 
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IV. CAPITAL STRUCTURE AND RATE OF RETURN ISSUES 

Capital Structure - Common Equity 

5 Q. 

6 

7 

SFEIHA witness Mr. Richard Baudmo recommends adjustments to the 

Company’s proposed capital structure that reduce the common equity ratio 

and increase the debt ratio used &I develop the rate of return applied to rate 

8 base. Have you quantified the effect of Mr. Baudmo’s recommendation? 

9 A. Yes. The effect is to reduce the Company’s revenue requirement by $121.424 

10 million. I computed the revenue requirement effect in three steps. First, I 

11 computed the Company’s requested rate of return grossed-up for income taxes on 

12 

13 

14 

15 

16 

the equity component. Second, I computed Mr. Baudino’s adjusted rate of return 

grossed-up for income taxes. on the equity component. Third, I computed the 

revenue requirement by multiplyng the difference in the two rates of return times 

the rate base that I recommend. The computations are detailed on my 

Exhibit-(LK-36) in Sections I and II. 

17 
18 
19 

20 ’  

21 

22 

23 

24 

25 
~- 

Capital Structure - Short Term Debt 

Q. SFHHA witness Mr. Baudino recommends adjustments to the Company’s 

proposed capital structure that increase the short term debt ratio and reduce 

the long term debt ratio used to develop the rate of return applied to rate 

base. Have you quantified the effect of &ir. Baudino’s recommendation? 

Yes. The effect is to reduce the Company’s revenue requirement by $11.018 

million in addition to the reduction from the first of Mr. Baudino’s capitd 

A. 

- _- _- __ - - - 
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structure recommendations. I computed the revenue requirement effect in the 

same manner as for the first of Mr. Baudino’s recommendations. The 

computations are detaded on my Exhibit-(LK-36) in Sections 11 and Et. 

Capital Structure - Accumulated Deferred Income Taxes Related to FIN 48 

Q. 

A. 

Q. 

A. 

Should the Commission increase the amount of accumulated deferred income 

taxes reflected in the Company’s proposed capital structure? 

Yes. The Company inappropriately has reduced the ADIT included in its 

proposed capital structure by $168.598 million for the effects of FIN 48. The 

Company provided this amount in response to SFHHA Interrogatory No. 278, a 

copy of which I have attached as my Exhibit-(LK-37). FIN 48 is a new 

accounting standard that was implemented by the Company in 2007. FIN 48 

requires the Company to establish a “reserve” for future income tax audit 

adjustments that may increase the Company’s income tax liability and thus reduce 

the ADIT recorded on its accounting books. The FIN 48 adjustment reduces the 

net liabihty ADIT reflected in the Company’s proposed capital structure as cost 

f r e  capital. 

Why should the Commission restore the full amount of the net liability ADIT 

and exclude the FIN 48 adjustment in the capital structure? 

There are several reasons. First, the FIN 48 adjustment does not actually reduce 

the Company’s cost free capital. It is nothing more than the Company’s educated 

guess at the outcome of the Company’s future tax audits for deductions that 
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already have been taken and that already are reflected in Its tax returns. Second, 

if the Company’s educated guess was pessimstlc, then there never will be a 

ratepayer true-up for the lost return because of the assumption that the Company 

had less cost-free capital than it actually had. Third, the C o m s s i o n  has not 

previously reduced the Company’s ADIT for potential future audit adjustments. 

Fourth, to the extent that there are future audit adjustments that actually reduce 

the tax benefits reflected in the ADIT amounts, then the per books amounts wlll 

be properly reduced for those effects in future rate proceedngs. Thus, the 

Company’s adjustment is speculative at best, and completely unnecessary as the 

Company wlll be fully protected if and when there are actual audit adjustments. 

Have you quantified the.  revenue requirement effect of your 

recommendation? 

Yes. The effect is to reduce the Company’s revenue requirement by $17.643 

million in addition to the reductions due to Mr. Baudino’s capital structure 

recommendations. To compute this effect, I increased the ADIT included in the 

capital structure by the FIN 48 amount, computed the difference between the 

resultlng grossed-up rate of return and the grossed-up rate of return reflecting only 

Mr. Baudino’s capital structure adjustments and then multiplied this difference 

tlmes the rate base that I recommend. The computations are detailed on my 

Exhibit-(LK-36) in Sections III and IV. 

23 
24 

Capital Structure - Customer Deposits and Accumulated Deferred Income Taxes 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Are there other adjustments that should be made to the Company’s proposed 

capital structure? 

Yes. The Company has improperly diluted the low-cost capital provided by 

customer deposits and the cost-free capital provided by ADIT by allocating the 

sum of the prorata adjustments to these capital components. 

Why is this improper? 

These capital amounts should be. directly assigned to ratepayers in the same 

manner as if the amounts had been used to reduce rate base. Customer deposits 

and ADIT were not used to finance the amounts that comprise the total of the 

prorata adjustments detailed on MFR Schedule D-1B. The prorata adjustments 

detailed on MFR Schedule D-1B are primarily to reconcile the total capitalization 

to rate base, which excludes certain construction work in progress and the capital 

costs recovered through various riders. 
I 

Have you quantified the revenue requirement effect of your 

recommendation? 

Yes. The effect is to reduce the Company’s revenue requirement by $48.695 

million in adation to the reductions due to the SFHHA capital structure 

recommendations that I previously quantified. To compute this effect, I 

reallocated the prorata adjustments to all capital components except customer 

deposits, ADIT and investment tax credits. I then computed the difference 

between the resulting grossed-up rate of return and the grossed-up rate of return -~ __-- - - -  ~ 

23 
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reflecting the prior SFHHA capital structure recommendations and multiplied this 

difference times the rate base that I recommend. The computations are detaled 

on my Exhibit-(LK-36) in Sections IV and V. 

4 
5 
6 Depreciation Expense 
7 

8 Q. 

Capital Structure - Accumulated Deferred Income Taxes Related to (=hanees in 

Is it necessary to change the ADIT included in the capital structure to reflect 

9 the changes in depreciation expense and accumulated depreciation that your 

10 recommend? 

11 A. 

12 

13 

14 

Yes. If depreciatlon expense and accumulated depreciation are reduced from the 

levels proposed by the Company for the adjustments to those amounts that I 

previously discussed, then there also must be an increase to the related ADlT 

compared to the levels proposed by the Company in the capital structure. In other 

15 

16 

17 

18 Q. Have you quantified the revenue requirement effect of your 

19 recommendation? 

20 A. Yes. The effect is to reduce the Company’s revenue requirement by $8.909 

21 d o n  in additlon to the reducuons due to the SFHHA capital structure 

22 recommendaQons that I previously quantified. To compute t ius  effect, I increased 

words, a reduction in depreciation expense results in an increase in deferred 

income tax expense and thus, an increase in ADIT. 

23 

24 

the ADIT by multiplying the Company’s 38.58% combined federal and state 

income tax rate times the net reduction in accumulated depreciabon resulting 
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from my depreciation expense recommendatlons. I then computed the difference 

between the resultmg grossed-up rate of return and the grossed-up rate of return 

reflecting the prior SFHHA capital structure recommendations and multiplied thls 

difference times the rate base that I recommend. The computations are detaled 

on my Exhibit-(LK-36) in Sections V and VI. 

Return on Common Equity 

Q. Have you quantified the revenue requirement effect of SFHHA witness Mr. 

Baudino’s return on equity recommendation? 

Yes. The effect is to reduce the Company’s revenue requirement by $232.610 

million in addition to the reductions due to the SFHHA capital structure 

recommendabons that I previously quantified. To compute this effect, I 

A. 

subsbtuted Mr. Baudino’s return on equty for the Company’s requested 12.50% 

return on equity. I then computed the dlfference between the resulting grossed-up 

rate of return and the grossed-up rate of return reflecting the prior SFHHA capital 

structure recommendations and multiplied this difference times the rate base that I 

recommend. The computations are detailed on my Exhibit-(LK-36) in 

Sections VI and VII. 

Cost of Short-Term Debt 

Q. Have you quantified the revenue requirement effect of SFHaA witness 1Mr. 

Baudino’s cost of short term debt recommendation? 
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20 Q: 

21 A. 

--s. The effect is to reduce the Company’s revenue requirement by $11.785 

million in addtion to the reductions due to the SFHHA capital structure and 

return on equity recommendations that I previously quantified. To compute this 

effect, I substltuted Mr. Baudino’s proposed 0.60% cost of short term debt for the 

Company’s 2.96% cost of short term debt. I then computed the difference 

between the resulting grossed-up rate of return and the grossed-up rate of return 

reflecting the prior SFHHA capital structure recommendations and mnltiplied this 

difference times the rate base that I recommend. Finally, I offset this reduction 

due only to the interest rate differential to include the $1.661 million in annual 

interest expense for the facility and administratlve fees for the Company’s credit 

term loan facilities, which increases the Company’s interest expense to include 

these fees and increases the revenue requirement. 1 obtained these amounts from 

the Company’s response to SFHHA Interrogatory 280, a copy of which I have 

attached as my Exhibit-(LK-38). Mr. Baudino addresses the reasons why the 

Commission should exclude the facility and administrative fees from the interest 

rate applied to rate base and instead add the expense separately to the revenue 

requirement. The computations are detailed on my Exhibit-(LK-36) in 

Sections W and VIII. 

Does this complete your testimony? 

Yes. 
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speaking and writing on the effects of tax law changes. Testimony before Connecticut, 
Florida, Georgia, Jndiana, Louisiana, Kent&, Maine, Maryland, Minnesota, New York, 
North Car~lina, Ohia, Pennsylvania, Tennessee, Texas, West Virginia and Wisconsin state 
regulatory commissions and the Federal Energy Regulatoty Commission. 

1983 to 
1986: Enerw Manaeement Associates: Lead Consultant. 

Consultine in the areas of stntteeic and fmancial ~lanuing, traditional and nonbditional Y - 
r a t d n g ,  rate case support and testimony, di&.i!i&tion and generation expansion 
planning. Directed consulting and s o h e  development projects utilizing PROSCREEN 
II and ACUMEN proprietary software products. Utilized ACUMEN detailed corporate 
simulation system, PROSCREEN II strategic planning system and other custom developed 
software to support utility rate case flings including test year revenue requirements, rate 
base, operatmg income and pro-fanna adjustments. Also utilized the-se software products 
for revenue simulation, budget preparation and cost-of-sa'vice analyses. 

1976 to 
1983: The Toledo Edison Comoany: Plauning Supervisor. 

Responsible for fmcial  planning activities including generation expansion planning, 
capital and expense budgeting, evaluation of tax law changes, rate case strategy and support 
and computerized financial modeling using proprietary and nonpropiew software 
products. Directed the modeling and evaluation of planning alternatives inchdhg: 

Rate phase-ins. 
Consttuction project cancellations and write-offs. 
Construction project delays. 
Capacity swaps. 
Financing alternatives. 
Competitive pricing for off-system sales. 
Saldleasebacks. 
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RESUME OF LANE KOUEN, VICE PIWSIDENT 

CLIENTS SERVED 

Industrial Companies and G~OUDS 

Air Products and Chemicals, Inc. 
Airco Industrial Gases 
Alcan Aluminum 
Armco Advanced Materials Co. 
Annco Steel 
Bethlehem Steel 
Connecticut Industrial Energy Consnmers 
ELCON 
Enron Gas Pipeline Company 
Florida Industrial Power Users Group 
Gallatin Steel 
General Electric Company 
GPU Industrial Intervenors 
Indiana Industrial Goup 
Indus+.rial Consumers for 

Industrial Energy C O ~ ~ U ~ S  - Ohio 
Fair Utility Rates - Indiana 

~entucky Industrial Utility Customers, Inc. 
Kimberly-Clark Company 

Lehigb Valley Power Committee 
Maryland Industrial Group 
Multiple Intervenors (New York) 
National Southwire 
North Carolina Industrial 
Energy Consumers 

Occidental chemical Corporation 
Ohio Energy Group 
Ohio lndustxial Energy Consumers 
Ohio Manufacturers Association 
Philadelphia Area Industrial Energy 
users Group 

PSI Industrial Group 
Smith Cogeneration 
Taconite Intervenors (Minnesota) 
West PeM Power Industrial Intervenors 
West Viginia Energy Users Group 
Westvaw Corporation 

Remiatow Commissions and 
S;overnment Aeendes 

Cities in Texas-New Mexico Power Company’s Service Territory 
Cities in AEP Texas Central Company’s Service Tenitow 
Cities in AEP Texas North Company’s Semice Territory 
GeorgiaPublic Service Commission Staff 
Kentucky Attorney General‘s Office, Division of Consumer Protection 
Louisiana Public Senrice Cornmission Staff 
Maine Office of Public Advocate 
New York State Energy Office 
Office of Public Utility Counsel (Texas) 

- ____ ~_. ---_______ 
J. KENNEDY AND ASSOCIATES, INC. 
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RESUME OF LANE KOLLEN, VICE PRESIDENT 

Allegheny Power System 
Atlantic City Electric COmpanY 
Carolma Power & Light Company 
Cleveland Electric Illuminating Company 
Delmarva Power & Light company 
Duquesne Light Company 
General Public Utilities 
Georgia Power Company 
Middle South Services 
Nevada Power Company 
Niagara Mohawk Power Corporation 

Otter Tail Power Company 
Pacific Gas &Electric Company 
Public Service Electric & Gas 
Public Service of Oklahoma 
Rochester Gas and Electric 
Savannah Electric & Power Company 
Seminole Electrjc Cooperative 
southem California W o n  
Talquin Electric Cooperative 
Tampa Electric 
Texas Utilities 
Toledo Edison Company 

- - - _.__ 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Date Case Jurisdlct. ' PartV Utility subject 

i1186 U-17282 IA 
lnlerim 
Retijifal 

9613 KY ' .  

cash revenue mquiremenls 
finindal Solwncv. 

Bi R I  
Elecfriclhp. 

12186 

u-17282 LA 
Interim 1!3hJudicId 

GisbidCL 

Gwerd wv 
order 236 

U-17282 IA 
Prudence 

wstates 
utir i  

1/87 
S e N b  m* 
staff 

Tax Rekrm Act d 1905 3187 

4/87 

M-iW NC 
Sub 113 

Duke Power Co. 4187 

5187 

5ia7 

7187 

86524.E. riv 
sc 

Mon~gaheh Power 
co. 

Revenue requiremenls. 
Rhgr Bend 1 phasdn plan, 
finarMsoNency. 

U-17282 LA 
Case 
In Chief 

u-17282 IA 
case 
In Chiif 
surrebunal 

u m z  IA 
Prudenu, 
SurreMtal 

a6524 wv 

Revenue r6quirwnentr 
Fhw Bend 1 phase-in pian. 
finam'al &w. 

Prudenced River Beid 1. 
m m i c  analyses, 
cancdlatim Ww. 

Revenue reguuements, 
Tax RefomA&of 1986. 

Financid W u t  pan. 

Gulf stales 
u(ilifiEs 

7181 

7187 

ala7 

ESC 
Rebuttal 
9885 KY 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Date Case Jurlsdia Pam Utility Subje&l 

8187 E41sIGR- MN 
81-223 

10iU7 87022aEl FL ocddsnlan 
C h m  Cnp. 

a88 10217 KY ' AlW AlurdiW~n 
Natimd ,%lulwb 

W W7017 PA GPU IfdEilitd 
-1CWl Inlemnm 

5181) M-87017 PA GPU lndurtrisl 
-m InterVwKrm 

M18 U-17282 u\. Lwkiana PuMic 
l9khJudicid serviceCmmi&n 
Mctc t .  

7188 M-87017- PA GPU Indmbid 
- 1 m 1  In$rvenars 
RebW 

F3g R i  ElecMc 

Pmnsyhrania 
El& Co. 
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Expert Testimony Appearances 
Of 

Lane Kollen 
As of June 2009 

Subject Date Case Jurisdct. mrty Utility 

P m i m  axpense (SFAS NO. 87), 
mmpensa$d &WlG3 (SFAS No. 43). 
PM32. 

' 7/89 U-17970 IA 

E189 8555 T x  

Georgia Power Ca ai09 3840-11 GA 

LA U-17282 
Phapell 
Da$led 

BBBO 

9189 

TX 

TX 

PA 

8928 

R-891364 

11189 
12189 

R891W 
sllnebutlal 
(2 FEW) 

U-17282 
Phase II 
DetaM 
Retuua 

U-17282 
Phm ill 

PA 

L4 

1190 

3190 

LA 

n 

PhaseindberBendl, 
deregulated arsetpian. 

W n a  Plhlic 
SaviceCOi7H&9h 
Stan 

F M a  Industrial 
PowerUsersGmup 

Gulfstale3 
mes 

4/90 B90319-EI FL Fldalndurtral Florida P m  
Rebm! PmusBIs &up & LiMCO 

4/90 U-17282 Id !a&na Pubk Gulf State 

OaM expmes, T;ot Refam 
ActofisBG. 

Fuel daw. gain on sale 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

unliiy Subject Date Csse Jurisdlct. Party 

L__ 

phase IV 

3/91 29327, 
et. al. 

5/91 9945 

9191 P-210511 
pa10512 

9/91 91-231 
I - N C  

11191 U-17282 

I B 1  91410- 
EL-AIR 

12191 lorn 

NY 

TX 

PA 

wv 

LA 

OH 

Tx 

west mn Power CO. 

TexaENew Mexiw 
P M  CO. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Date Case Jurisdict Party u t w  Subjsci 

8192 RM)922314 PA GPU Indw M e h v w I I I  Edwn InmW regdah, m m  
Intecuenacs CQ. rewards, purchased pDww risk, 

OpEBeXpeme. 

9192 

9192 

9192 

9192 

9191 

11192 

11192 

11192 

92443 

920324-Ei 

39348 

9108U).w 

39314 

U-19904 

8649 

924715- 
AU-COI 

KY 

FL 

IN 

n 

IN 

LA 

MD 

OH 

TwnpaEledkSa 

GBneric Pmceeding 

OPEB w n s e  

OPEB expense. 

1292 R4Wl22.179 PA PHadE$MArea Philadelphia OPEB expense. 
Industrid Energy ElechicCQ 
Users' Grwp 

@OUP EkdIkcCo., W, CWiP In rate base 
1193 8487 MD Marylrnd Industrid ~ a l t i m ~ ~  G ~ S  a opEBe?$€a%de(ened 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Data Case Jurisdict. Party Utility Subject 

B&&m Steel W. 

1193 

3193 

3l93 

3/93 

3193 

4193 

4193 

9193 

9193 

10193 

1R4 

4194 

39198 IN 

92-11-11 CT 

u-19904 LA 

93M DH 
ELEFC 

EW- FERC 
21wo 
Eu92d06MYJ 

92.14w OH 
EL-AIR 

E N -  FERC 
21wo 
EW24oMXx) 
m w 9  
95113 m 

92-490, m 
92d9M, 
9036C-C 

u.17735 LA 

u - m 7  LA 

u-m7 v\ 
( s u w  

PSI 1~~ Grow 

Gut States NudesrardfossilunR 
U W S  $.sfunnm, fuel Cosk, 

fuel dause pnnupks and 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Date Care Jurisdict. Party Utility 

5194 V a l 7 8  LA 

9194 U-im LA 
IniW Pal-  
Merger Earnings 
Review 

9194 U-17735 LA 

lorn 3w5.u GA 

I O M  52w GA 

11/94 u-19w LA 
IniM Pad- 
MW~R Eambgs 
Review 

6(95 3 w  
RebuHal 

Louisiana Power b 
L!htco. 

Cajun EIeMc 
P W C W  

Gulfstates 
~ T W S  Co. 

M s* 
umes co. 

Revenue rquhmnfs.  Fossil 
dismardlm, nuclear 
dmmrrissiming. 



Docket No. 080677-El 
Resume of Lane Kollsn 
Exhibit JLK-I), Page 13 of 32 

Date Case Jurisdict. Partv 

Expert Testimony Appearan- 
of 

Lane Kollen 
As of June 2009 

Utility Subject 

10195 9502614 TN 

7196 am MD 

LwisianaPublic 
ServicecaMnsion 
StaR 

El Pas0 Electric Co. 

Entergy Gut 
s(ates, IIIC. 

_ _  ___ -___- 
J. DNNEDY AND ASSO-TES, INC. 
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Expert Testimony Appearances 
Of 

Lane Kollen 
As of June 2909 

Date Case Jurisdlct party Utility SubW 

8197 97300 

En(ecgy Gulf 
slates. Inc. 

1097 9 7 2 4  Ky 

iOB7 R-974008 PA 

- - - - 
J. KENNEDY AND ASSOCIATES, INC. 
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~xpert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

requlremmk. 
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2198 8774 MD 

3/98 83w GA 

1w 935IU GA 

1w98 u-17735 LA 

11198 u-2327 LA 

1m u-23358 LA 

12198 B a r n  ME 

Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Par(y utility 

L o u i s l i  Public SWEPCO, CWand 
service Cammission Am 
staff 

LouirianaPubh EntergyW 
SBNicecanrrjssion Siab.  Inc. 
SM 

SubJOa 

_ _  

J. KENNEDY AND ASSOCIATES, EX. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Date Case Jurisdict. Party Utility Subject 

3199 98474 m 

3199 WU.6 KY 

3A9 99082 KY 

3199 99083 KY 

EntenJV Gulf 
s!ate3. Inc. 

Louisville Ga7 
andoechlcco. 

KemdnluBiSes 
cc 
LouisviiieGap 
and ElecWCo. 

Kentucky Mlib 
co. 
Entergy GUY 
S W ,  inc 

Revenue m@emmk. 

4/99 9402-05 CT 

5199 98426 KY 

5199 98474 KY 
99083 
(AwHhal 
Direct) 

5/99 98426 KY 
98474 

KEYlhky Utliiier Revenue requirements 
co. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Utility Subject Date Case Jurlsdict. Paw 

6199 97-596 ME 

6199 U-233% 

7199 9903-35 CT 

7199 l j 2 3 z l  LA 

1/22 974% ME 
sunebunaal 

7199 980452- WV 
EGI 

8199 98677 ME 
Swebuttal 

MaheCiReeof 
PutkAduOcate 

MalneWbd 
Fuui2Advoca$ 

West Vinla Energy 
Usam Gmup 

Entergy Gun 
sales. Inc 

J. KENNEDY AND ASSOCIATES, Me. 
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Expert Testhnony AppWranCeS 
of 

Lane Kollen 
As of June 2009 

Date Case Jurisdict. Party Utiliiy SubjM 

TX DaUas-FlWWn TXU E M  R-, swded 
~ ~ s e o m l u a b o n  

11/99 2157 
Hospital Cwnal and 

Cdlegap md Univ&es 
WiWlOflfUJ2pndent 

O l M D  U-24182 L4 
S U M  

07RD 

07/09 

22344 

99-1658- OH AK S k l  w. 
EL-ETP 

U-21453 LA Louisii Public 
S M  Cmiss.m 

Enmy Gull 
s!atej, 1% 

w&ky Power co. 

MewbeMBenPECOardUnimm. 

C i a  Ga5 & E M  Go. Regldakny Wh Ccstr, i n d m  
re&Mcq ass'& and liabttks, SFAS 
109, ADIT, EDIT. ITC. 

SWEPCO 

om u-2w LA Lukhapublic CLEW 
Service Commission 



UWKBC IUU. UOUDl, -=I 
Resume of Lane Kollen 
Exhibit -(LK.I), Page20 of 32 

Expett Testimony Appearances 
Of 

Lane Kollen 
As of June 2009 

11IM) PMoo1837 PA 
R W 4 W B  
PWOMBYI 
R%97400!4 

tUl0 U-21453. LA 
u r n ,  u-2m2 
(SuMockel C] 
sul&w 

OlBl CaseNo. KY 
2m49 

O Z n l  A-IlOWJFW95 PA 
A-i 104WFw40 

s w m  

- - -  _ _  
J. KENh'EDY AND ASSOCIAmS, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Date Case Jurisdict Party Ullty Subject 

Entegy Gun 
si*, Inc. 

iomi 1 4 w w  GA Gmg& Pum 
S M  Commlsion 
Adversary Staff 

Geng!aPuMi 
Dired S U % b l h W l S W l  
Panel Wiu, AdvemarySW 
Bolo Killirgs 

. .  11/91 14311-u GA 

l lD1 U-25687 LA LwkianaPW 

Georgia Power Company Revenue requiremenk. Rate Plan. luel 
dauseremvery 
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Date Case Jurkdict. 

-" - 
D !  

om2 25230 n 

m2 u-25687 LA 
SLWhlHd 

om2 143114 G4 
Rebullid 
Panel with 
WllKilihJS 

om 14311u GA 
Rem€d 
Panel W b  
MMeB L.Thebert 

03102 M1148EI FL 

om2 u-25687 LA 
(Swbmental Swr6WdJ 

IMI~ U-21453,LI-20925 
ardUZU92 
(SUtdOcket C) 

BBWD 
OW,? ELOI- FERC 

08102 u2m LA 

OXO 200200224 KY 
m m a  

I lM2 MM00146 KY 
200200147 

01103 mzmim KY 

Expert Testimony Appearances 
of 

Lane Kollen 
As of June 200% 

Party Utilny Subject 

--__- --- __ 
J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
Of 

Lane Kollen 
As of June 2009 

Date Case Jurisdict. Party Utility Subject 

ERO574dw0, 
ERo3-7-1 
(Consoidated) 

1203 U-26527 LA 
sunebutlai 

Louisiana PuMc 
SeNkeCwnmissim 
Stan 

Entergy Guf States. IW. 

J. KENNEDY AND ASSOCIATES, iIVC. 
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Expert Testimony Appearances 
of 

Lane Kdlen 
As of June 2009 

wnty Subject Date Case JuriSdiCL Party 

1m mom KY 
m3dw 

12103 U-27136 LA 

03104 2 m 3 3  KY 

Louisiana Public 
S W  Comrnissmn 
Shil 

l-cuwleE8s & E& co. 

TexesNewMexim 
pauerco. 

cmE%b! 
Energy Houston EMk 

SWEPCO 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

ulillty subject Date Case Jurisdict. Party 

-. 

lwod W N o .  LA 
U.23327 
SuM&etA 

1204 CaseNo. KY 
mw21 
CaseNa. 
W 3 7 2  

01105 30485 TX 

OWM 18638-11 GA 

om CaSsNa. KY 
200400426 

ow05 O50045El FL 

My05 31055 TX 

- --- _ _  
J. KENNEDY AND A S S O C U m ,  INC. 
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Expert Testimony Appearances 
Of 

Lane Kollen 
As of June 2009 

Wlllty Subjeci Date Case Juritdict. Party 

200500352 customers. Irn. 

4/C6 U-25116 LA WianaPubE 
S& Cammivion 
SWI 

-_I_ .- - - - _ _  -- - 
J. KENNEDY AND ASSOCLATES, INC. 
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Experl Testlmony Appeat'anCeS 
of 

Lane Koflen 
As of June 2009 

Utility Subject Date Case Jurisdict Party 

03107 33309 TX 

03m7 m a  Tx 

03107 2WCW72 KY 

om u-29157 LA 

C i k  
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Utility subpa Dale Case Jurlsdlct. par(y 

A W  S ~ ~ ~ C o m m ' h n  wdheEnle~~yOperabng wIitFERCUSOk 
campan= 

07107 ERO7-956Mo FERC LWiila Pubic 
A f f W  SerW Commkkn 

10107 05UR-103 Wi 
Dim 

10107 054R-103 WI 
SU&l&ll 

10107 25oMI-U GA 
Direct 

11107 060033-E-CN W 
Dired 

11107 ~ ~ 0 7 - 6 8 z . m  FERC 

Qorgia Public S e M  
Commission Public 
lnlerert Adversaly Staff 

Wegt Virgin* Energy Users 
Group 

Louisiana Public service 

East Kentuw Pwer 
CMWawe 

Entergy SerVices, Inc 

Wsconsm Elgbic Pwer 
Company 
wscmsln Gas. LLC 

Revenue requiremen(r. carryina dWeS 
on CWiP. ~ A z B ~ ~ M  and return on 
IegulWIy as* wotking W4tal. mhe 
cornpansation. use af ra(e base in he0 01 
capitarzaCon. quan(i(mon an0 d af 
Paint Beachsalepmeeeds. 

Revewe iequmrnenlr. cayw charges 
on CWP. maUzakw anc rCWm on 
regubmry e. worxing capilal incentive 
canpensanon. use of rak base in Leu d 
cap4taIizaiion. quantilicatan ard (19 of 
P& BBach sale pmceeos 

AKUate wots, iwntive wmpnsaWn 
cmdoated inmme (axes. 5199 deducg3n. 

Wiawndn Elmc Power 
Canpany 
waoonrjn Gas. LLC 

Georg'a Poww Company 

Appiachian Power Cwnpany iGCC surchalge during constructbn Period 
and postin-seMce date. 

FW&ation and albca6on of Entergy Services. Inc. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Date Case Jurisdict. party Ulilky Subject 

.- 
Direct 

01/08 ER07682dW FERC 
Cms Answering 

01K18 07.55i€L-AlR OH 
Diked 

02/08 ER07-9S-000 FERC 
Dired 

&mission 

Louisiana Publffi %vice 
Crmmission 

intar@ie and genwal piant and AaG 
expenses. 

Fudiondizatln and allocation d 
intangible and general plant and AaG 
expenses 

Revenue Requirements. 

F u ~ ~ d e x p e n s e s i n a c m u n t  
923; storm damage expense and W n t s  
924,228.i.iK4.3.254 and 4073; tac NOL 
cawbacks in acmun( 165 md 236; ADIT; 
nudearsBNicefivesanda$clon 
d e p W m  and decomnbbkg. 

Functionaliuab~ a( expenses in accMnl Enterov Services. Ira. 

.MloB xXndo562 KY Ken* Industrial UtNy Ken!u&y Ufiliies CO. 
Mo7-W563 Customers. Inc. Lwisvb Gas and 

E M &  CC. 

04108 26837 GA Gewgla Public SeNice SCANA Energy 
D i d  CornMon S M  Marketing, IN. 
Panel w'Xh 
Thomas K Bond, 
Cynthia Johnm. 
Michelle Thebert 

OSfl8 26837 GA Geacgia public Service 
RebuUal cammhsion skii 
Pan& wih 
Thamas K. Bond, 
Cynthia Johnson. 
Michelle Th& 

SCAM Energy 
Marke6ng. Ih. 

Merger sumedit. 

Rule Nisi mmain!. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of June 2009 

Date Case Jurisdict. PanY Utility Subject 

Om 26831 GA 
supplemental 
Rebuttal 
Panel wivl 
mnw K. Eond, 
CynUia Johnson. 
Michele Thebert 

06108 200800115 KY 

07B8 27163 GPI 
DIM 

07108 27163 GA 
Pam with 
VI@& Taylor 

08108 668oCE-170 Wi 
Dim 

OB/@% EWUR-116 Wl 
Olrect 

OW 6680UR-116 WI 
Rebubi 

OSM 669WR.119 WI 
Dim 

WlO8 6690-UR-119 Wi 
surrehrnal 

osms m-gwiaow 
08-916-ELSSO OH 

10106 06-917ILSSOOH 

1wO8 1007-564 KY 
2007565 

Gearpia Public Service SCANA Energy 
Canmissbn Sbfl Makeling, InO. 

Kenluky industrial UMty 
cuslonlws, lffi CoOperaNe, inc. 

W q i a  Public Sefvka 
camnllssh PuMic 
lnletest Advocacy S M  

Georgia Public Service AimsEnwgyCarp 
commissiar Public 
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SFHHA's Second Set of Interrogatories 
Interrogatory No. 112 
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Q. 
Interrogatories Directed to Ms. Kim Onsdahl: 

Regarding Page 12:8-Page 13:13. Please explain why in FPL's view it would be appropriate to 
increase rates through the GBRA mechanism to recover costs associated with placing a new 
generating plant in service, but not to take into account at the same time adjustments that would 
have an opposite effect on rates, such as accumulated depreciation, increases in billing 
determinants, and/or reductions to other elements in FPL's cost of service. 

A. 
Generating plant additions represent a significant capital investment that results in large, lump 
sum increases to rate base and revenue requirements that often, in and of itself, will result in the 
need to file for a base rate increase. Other types of utili activities such as accumulated 
depreciation, increases in billing determinants and/or reductions to other elements of cost of 
service tend to occur gradually over time and are offset by increases in O&M expense, increases 
in capital expenditures for capital replacement of existing plants, new service accounts, system 
reliability, storm hardening with corresponding increase in depreciation expense. Attempting to 
address all changes in costs during the GBRA process would effectively turn that process into a 
full base rate case proceeding. The GBRA process was initiated, in part, to reduce the frequency 
of expensive, resource intensive full requirements base rate cases. 



Y 
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BEFORE THE PUBLIC SERVlCE COMMISSION 

In re: Petition for rate increase by Florida DOCKET NO. 050045-EI 
Power &Light Company. 

In re: 2005 comprehensive depreciation study DOCKET NO. 0501 88-H 
by Florida Power & Light Company. ORDER NO. PSC-05-0902-S-E1 

ISSUED: September 14,2005 
Y 

The following Conrmjssjoners phcipated in the disposition of this matter: 

BRAULIO L. BAEZ, Chahan  
J. TERRY DEASON 

RUDOLPH ‘RUDY’’ BRADLEY 
LISA P O W  EDGAR 

0: TI NANDSET LE 

BY THE COMMISSION: 

I. BACKGROUND 

On March 22, 2005, Florida Power & Light Company (FF’L) filed a petition for approval 
of a permanent increase in rates and charges sufficient to generate additional total annual 
revenues of$430,198,000 beginning January 1,2006, and for approval of an adjustment to 2007 
base rates to produce additional annual revenues of $122,757,000 beginning 30 days following 
the commercial in-service date of Turkey Point Unit 5 projected to occur in June 2007. In 
support of its petition, FPL filed new rate schedules, testimony, Minimum Filing Requirements 
(MFRs), and other schedules. FPL’s petition was assigned Docket No. 050045-EI. By Order 
No. PSC-05-0619-PCO-EI, issued June 6, 2005, we suspended FF’L’s proposed new rate 
schedules to allow our staff and intervenors sufficient time to adequately and thoroughly 
examine the basis for the proposed new rates. 

On March 17, 2005, FPL filed a depreciation study for this CommisSion’s review. The 
depreciation study was assigned Docket No. 050188-EX. By Order No. PSC-05-0499-PCO-EI, 
issued May 9,2005, we consolidated Docket Nos. 0501 88-E1 and 050045-E1 for all purposes. 

As part of this consolidated proceeding, we conducted service hearings at the following 
locations in FPt‘s service territory: Daytona Beach, Viera, West Palm Beach, Ft. Lauderdale, 
Miami, Sarasota, and Ft. Myers. A formal administrative hearing was scheduled for August 22 - 
26 and August 31 - September 2, 2005. The Office of Public Counsel (OPC), Ofice of the 
Attorney General (AG), Florida Industrial Power Users Group (FIPUG), Florida Retail 
Federation 0, Commercial Group (CG), AARP, Federal Executive Agencies (FEA), and 
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South Florida Hospital and Healthcare Association (SFHHA) were granted intervenor status. 
Common Cause Florida and seven individual customers filed a petition to intervene on August 
15,2005. 

On August 22, 2005, the parties filed a joint motion for approval of a Stipulation and 
Settlement' among all parties to resolve all matters in this consolidated proceeding? The 
Stipulation and Settlement was presented at the start of our hearing on August 22. The hearing 
was recessed to allow our staff to thoroughly review the Stipulation and Settlement and provide 
its analysis to us on August 24, when the hearing was reconvened for our vote. 

By this Order, we approve the Stipulation and Settlement. Jurisdiction over these maners 
is vested in this Commission by various provisions of Chapter 366, Florida Statules, including 
Sections 336.04,366.05, and 366.06, Florida Statules. 

II. STIPULATION AND SETTLEMENT 

The major elements contained in the Stipulation and Settlement are as follows: 

* The Stipulation and Settlement is effective for a minimum term of four years - January 1, 
2006, through December 31,2009 - and thereafter will remain in effect until new base 
rates and charges become effective by order of the Commission. (Paragraph 1) 

With the exception of certain new and modified rate schedules specified in the 
Stlpulation and Settlement, FPL's retail base rates and charges will remain unchanged on 
January 1,2006, when the currently operative stipulation g o v m h g  F'F'L's base rates and 
charges expires. (Paragraph 2) 

No party will petition for a change in FPL's base rates and charges to take effect prior to 
the minimum term of the Stipulation and Setllement, and, except as provided for in the 
Stipulation and Settlement, FPL will not petition for any new surcharges to recover costs 
that traditionally would be, or are presently, recovered through base rates. paragraph 3) 

A revenue sharing plan similar to the one contained in FPL's currently operative rate 
settlement will be implemented through the tern of the Stipulation and Settlement. 
Retail base rate revenues between specified sharing threshold amounts and revenue caps 
will be shared as follows: FPL's shareholders will receive a 1/3 share, and FPL's retail 
customers will receive a 9 3  share. Retail base rate revenues above the specified revenue 
caps will be refunded to retail customers on an annual basis. (Paragraphs 4 and 5 )  

e 

' f i e  Stipulation and Settlement is anached hereto as Attachment A and is incorporated htrcinby reference. ' Alfhough Common Cause Florida and the individual cy3tomcIs had not been granted intavenor status, they signed 
the stipulation and settlement along with ail partics. Under these circumstances and without objection from any 
party. we found at the August 22 hearing that it was not oeeessary to make B ruling on the petition to intervene filed 
"Y CorlumfA -Ewe- --_ - . . .  - 
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If FPL's retail base rate earnings fall below a 10% ROE as reported on a Commission- 
adjusted or pro-forma basis on an FPL monthly earnings surveillance report during the 
term of the Stipulation and Settlement, FPL may petition to amend its base rates, and 
parties to the Stipulation are not precluded from participating in such a proceeding. This 
provision does not limit FPL from any recovery of costs otherwise contemplated by the 
Stipulation. (Paragraph 6) 

* FPL has the option to amortize up to $I25,000,000 annually as a credit to depreciation 
expense and a debit to the bottom line depreciation reserve over the team of the 
Stipulation and Settlement and as specified therein. Depreciation rates andfor capital 
recovery schedules will be established pursuant to the comprehensive depreciation 
studies as filed in March 2005 and will not be changed during the term of the Stipulation 
and Settlement. (Paragraph 8) 

Subject to review for prudence and reasonableness, FF'L is permitted clause recovery of 
incremental costs associated with establishment of a Regional Transmission Organhion 
or costs arising from an order of this Commission or the Federal Energy Regulatory 
Commission addressing any alternative configuration or structure to address independent 
transmission system governance or operation. (Paragraph 9) 

e No party will appeal the Commission's flnal order in Docket No. 041291-El addressing 
recovery of 2004 storm recovery c o d .  FPL will suspend its current accrual to its storm 
reserve effective January 1, 2006. Through a separate proceeding, a target level for 
FF'L's storm reserve will be set. Replenishment of the storm reserve to that target level 
shall be accomplished through securitization under Section 366.8260, Florida Statutes, or 
through a separate surcharge that is independent of and incremental to retail base rates, as 
approved by the Commission. (paragraph 10) 

FPL will suspend its current nuclear decommissioning accrual effective September 1, 
2005, and at least through the minimum term of the Stipulation and Settlement. 
(Paragraph 11) 

New capital costs for expenditures recovered through the Environmental Cost Rc~overy 
Clause will be allocated, for the purpose of clause recovery, on a demand basis. 
(Paragraph 13) 

All post-September 11, 2001, incremental security costs will be recovered through the 
Capacity Cost Recovery Clause. (Paragraph 14) 

9 

e FPL will continue to operate without an authorized ROE range for the purpose of 
addressing earnings levels, but an ROE of 11.75% shall be used for all other regulatory 
purposes. (Paragraph 16) 

For any power plant that is approved through the Power Plant Siting Act and that m 

ei4rtl-- ' . t h % m r l - L  
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costs of which are not recovered fully through a clause or clauses, FPL’s base rates will 
increase by the annualized base revenue requirement for the first 12 months of operation, 
reflecting the costs upon which the cumulative present value revenue requirements were 
or are predicated and pursuant to which a need determination was granted by the 
Commission. T h i s  base rate adjustment will be reflected on FF’L’s customer bills by 
increasing base charges and non-clause recoverable credits by an equal percentage and 
will apply to meter readings made on and after the commercial in-service date of the 
plant. (Paragraph 17) 

Most of the terms of the Stipulation and Settlement appear to be self-explanatory. Still, 
we believe that several provisions merit comment or clarification SO that a8 full an understanding 
of the parties’ intent can be reflected in this Order before the Stipulation and Settlement is 
implemented. Based on the parties’ discussions with our staff and discussions during our August 
24 vote to approve the Stipulation and Settlement, we understand that the parties agree with the 
clarifications discussed below. 

ParamaDh 2 

Under Paragraph 2, the parties apee that FPL will implement three new tariff offerings: 
an optional High Load Factor Time-of-Use rate with an adjustment to reflect a 65% load factor 
breakeven point by class; a Seasonal Demand Time-of-Use rate; and a General Service Constant 
Use rate. Further, the parties agree that F’PL will eliminate the 10 kW exemption from its current 
rate schedules. We note that these changes are revenue neutral across FPL’s demand-metered 
rate classes but are not revenue neutral within each such class. 

’. Further, the parties agree that the inversion point on FPL’s RS-1 (residential service) rate 
will be raised kom 750 kWh to 1,OOO kwh. We note that this change is revenue neutral within 
FPL’s residential rate class. 

The parties also a p e  that all gross receipts taxes will be shown as and collected through 
a separate gross receipts tax line itep on bills. Thus, the portion of gross receipts taxes currently 
embedded in base rates will be removed and consolidated Wjth the portion of gross receipts taxes 
currently shown separately. 

Paraerauh 5 

Paragraph 5 describes and defines the revenue sharing plan agreed to by the parties. Part 
c of this paragraph states that the revenue sharing plan and the corresponding revenue sharing 
thresholds and revenue caps are intended to relate only to retail base rate revenues based on 
FPL‘s current structure and regulatory framework. Further, part c indicates .that incremental 
revenues attributable to a business combination or acquisition involving FPL, its parent, or its 
affiliates will be excluded in determining retail base rate revenues for purposes of the revenue 
sharing plan. The parries cipified that in the event that a portion of FPL’s system is sold or 
municipalized, appropriate adjustments would be made to account for the associated revenue 

.~ 
-___.._ 
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reduction before application of FPL's annual average growth rate upon which the revenue 
sharing thresholds and revenue cap are calculated. 

Paramauh 10 

Under Paragraph 10, the parties agree that FPL will suspend Its current base rate accrual 
of S20.3 million to its storm reserve account effective January 1,2006. Further, the parties agree 
that a target for FPL's storm reserve account will be established in a separate proceeding and that 
funding the account to the target level will be achieved by either or both of two means: (1) a 
separate surcharge independent of and incremental to retail base rates; and (2) through the 
recently enacted provisions of Section 366.8260, Florida Statutes. FPL has committed to pursue 
continued funding of its storm reserve account within six months. 

Paraeraph 11 

Pursuant to Paragraph 11, the parties agree that FPL will file a nuclear decommissioning 
study on or before December 12,2005, but the study shall have no impact on FPL's base rates or 
charges or the terms of the Stipulation and Settlement. The parties clarified that the filing of this 
study is intended only for informational purposes and that no Commission action on the study is 
contemplated. 

Paranauh 13 

We note that Paragraph 13 reflects a change in practice with respect to the allocation of 
capital costs recovered through the Environmental Cost Recovery Clause (ECRC). These msts 
historically have been allocated to customer classes on an energy basis. Under the Stipulation 
and Settlement, the parties agree that new capital costs for environmental expenditures recovered 
through the ECRC will be allocated on a demand basis instead, consistent with the treatment of 
capital costs in a base rate cost of service study. 

Parameuh 14 

Currently, post-September 11, 2001, incremental security costs related only to power 
plant security are recovered through the Capacity Cost Recovery Clause (Capacity Clause). 
Pursuant to Paragraph 14, all post-September 11,2001, incremental security costs - both power 
plant and non-plant security costs - will be recovered through the Capacity Clause. 

Paramauh 17 

The parties clarified that in the went the actual capital cost of a generation project subject 
to Paragraph 17 is lower than the projected cost, the difference will be reflected as a onetime 
credit through the Capacity Clause. 



Docket No. 080677-El 
Se!tie in Dkts. 050045-El. et a/. 
Exhibit -(LK-3), Page 6 of 22 

ORDER NO. PSC-05-0902-SEI 
DOCKET NOS. 050045-EI, 050188-El 
PAGE 6 

Other Matters 

Pursuant to a stipulation approved in Order No. PSC-02-1484-FOF-EI, issued October 
30, 2002, in Docket No. 011605-EI, FF'L currently recovers incremental hedging costs t h u g h  
the Fuel Cost Recovery Clause (Fuel Clause). In its petition for a rate increase, FPL proposed to 
recover these costs through base rates instead. The Stipulation and Settlement is silent on how 
incremental hedging costs Will be recovered. The parties clarified that they intended for 
recovery of these costs to continue through the Fuel Clause during the term of the Stipulation and 
Settlement. Because the Stipulation is silent in this regard, the parties indicated that they would 
take action to memorialize their intent in this year's Fuel Clause proceedings. 

The parties also clarified their intent that, upon approval of this Stipulation and 
Settlement, Docket No. 050494-El should be closed. Docket No. 050494-E1 was assigned to a 
joint pebtion for a decrease in FPL's base rates and charges filed July 19, ZOOS, by several of the 
intervenors in this docket. 

III. FINDINGS 

Upon review and consideration, we find that the Stipulation and Settlement provides a 
reasonable resolution of the issues in this procwdiig with respect to FPL's rates and charges and 
its depreciation rates and capltal recovery schedules. The Stipulation and Settlement appears to 
provide FPL's customers With a degree of stability and predictability with respect to their 
electricity rates while allowing FPL to maintain the financial strength to make investments 
necessary to provide customers with safe and reliable power. Further, the Stipulation and 
Settlement extends through 2009 a revenue sharing plan which, since its inception in 1999, has 
resulted in refunds to customers of over 5225 million to date. In addition, we recognize that the 
Stipulation and Settlement reflects the agreement of a broad range of interests: FPL, OPC, the 
Attorney General, and residential, commercial, industrial, and governmental customers of PI.. 

In conclusion, we find that t he  Stipulation and Settlement establishes rates that are fair, 
just, and reasonable and that approval of the Stipulation and Settlement is in the public interest. 
Therefore, we approve the Stipulation and Settlement. As with any settlement we approve, 
nothing in our approval of this Stipulation and Settlement diminishes this Commission's ongoing 
authority and obligation to ensure fair, just, and reasonable rates. Nonetheless, this Commission 
has a long history of encouraging settlements, giving great weight and deference to settlements, 
and enforcing them in the spirit in which they were reached by the parties. 

Based on the foregoing, it is 

ORDERED by the Florida Public Senice Commission that the Stipulation and 
Settlement filed August 22, 2005, which is attached hereto as Attachment A and incorporated 
herein by reference, is approved. It is further 

ORDERED that FPL shall file, for administrative approval, revised tariff sheets to reflect 
___ 
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ORDERED that Docket Nos. OSOO45-EI, 0501 88-EI, and 050494-El shall be closed. 

By ORDER of the Florida Public Service Commission this- day of Seutember, m. 
BLANCA S. BAY6, Director 
Division of the Commission Clerk 
and Administrative Services 

By: 
Kiy F l d ,  Chief . .  
Bureau of Records 

( S E A L )  

WCK 

< NOTICE OF 

The Florida Public Service Commission i s  required by Section 120.569(1), Florida 
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders 
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and 
time limits that apply. This notice should not be construed to mean all requests for an 
administrative hearing or judicial review will be granted or result in the relief sought. 

Any party adversely affected by the Commission's final action in this matter may request: 
(1) reconsideration of the decision by filing a motion for reconsideration with the Director, 
Division of the Commission Clerk and Administrative Services, 2540 Shumard Oak Boulevard, 
Tallahassee, Florida 32399-0850, within fifieen (15) days of the issuanoe of this order in the 
form prescribed by Rule 25-22.060, Florida Administrative Code; or (2) judicial review by the 
Florida Supreme Court in the case of 8n electric, gas or telephone utility or the First District 
Court of Appeal in the case of a water and/or wastewater utility by filing a notice of appeal with 
the Director, Division of the Commission Clerk and Administrative Services and filing a copy of 
the nbtice of appeal and the filing fee with the appropriate court. This filing must be completed 
within thirty (30) days afler the issuance of this order, pursuant to Rule 9.110, Florida Rules of 
Appellate Procedure. The notice of appeal must be in the form specified in Rule 9.9OO(a), 
Florida Rules of Appellate Procedure. 
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ATTACHMENT A 

BEFORE THE FLORIDA PUBLlC SERVICE COMMISSION 

Docket No. 050045-E1 In re: Petition for rate increase by 
Florida Power & Light Company. 

) 
) 

In re: 2005 comprehensive depreciation ) Docket No. 050188-E1 
study by Florida Power & Light CO!llpatly. ) 

STIPULATION AND SETTLEMENT 

WHEREAS, pursuant to its petition filed March 22. 2005, Florida Power & Light 

Company (FPL) has petitioned the Florida Public Service Commission (FPSC or Commission) 

for an increase in base rates and other related relief; 

WHEREAS, the Office of the Attorney General (AG), the Oftice of Public Counsel 

(OPC), The Florida Industrial Power Users Group (FIPUG). AARP, Florida Retail Federation 

(FRF), the Commertial Group (CG), the Federal Executive Agencies @EA). and South Florida 

Hospital and Healthcare Association (SFHHA) have intervened, and have signed this 

Stipulation and Settlement (unless the context clcarly requires otherwise, the term Party or 

Partiw means a signaloIy to this Stipulation and Settlement); 

WHEREAS, FPL and the Partiu to this Stipulation and Settlement recognize that this is a 

penod of unprecedented world energy prices and that this Stipulation and Settlement Will 

mitigate the impact of high cnergypncts; 

WHEREAS, FPL has provided the minimum filing requirements (MFRs) as required by 

the FPSC and such MIRs have been thoroughly revtewed by the FPSC Staff and the Parties to 

this proceeding; 



Docket No. 080677-El 
Settle in Dkts 050045-El, et al 
Exhibit -(LK-3), Page 9 of 22 

-. 
. -. 

ATTACHMENT A ORDER NO. PSC-05-0902-S-E1 
DOCKET NO. 050045-E1 and 050188-E1 
PAGE. 9 

WHEREAS, FF'L has fled comprehensive testimony in suppofl of and detailing its 

MFRS; 

WHEREAS, on March 16, 2005, FPL filed comprehensive depreciation studies in 

accordance with FPSC Rule 25-6.0436(8)(a), Ronda Administrative Code; 

WHEREAS, the parties in this proceeding have conducted extensive discovery on the 

h4FRs. depreciation studies, and FPL's testimony: 

WHEREAS, the discovery conducted has included the production and opportunity to 

inspect more than 315,000 pages of information regarding FPt's costs and operations; 

WHEREAS, the Parties to this Stipulation and Settlement have undertaken to resolve the 

issues raised in these proceedings so as to mainlain a degree of stability to FF'L's base rates and 

charges, and to provide inmtive.? to FPL to continue to promote emciency through the term of 

this Stipulation and Settlement; 

WHEREAS, FPL is cwently operating under a stipulation and settlement agreement 

agreed to by OPC and other parties, and approved by the FPSC by Order PSC-02-0501-M-EI, 

issued April 11,2002, in Docket Nos. 001148-E1 and 020001-E1 (2002 Agreement); 

WHEREAS, previous to the 2002 Agreement, FPL operated under a stipulation and 

Settlement agreement approved by the FPSC in Order No. PSC 99-0519-AS-E1 (1999 

Agreement); 

WHEWS, t h e  1999 and 2002 Ageemeats, combined. provided for a reduction of S600 

million in FF'L's base rates, and include revenue sharing plans that have resulted in refunds to 

customers to date in excess of $225 million; 
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WHEREAS, the 1999 and 2002 Agreements and revenue sharing plans have provided 

significant benefits to customers. resulting in appmximately $4 billion in total savings Io FPL's 

customers through the end of 2005; 

WHEREAS, during 2005 FPL has idddcd two new power plants in M d n  and Manatee 

Counties at installed costs totaling approximately $887 miUion without increasing base rates; 

WHEREAS, FPL must make substantial inveshnents in the construction of new electric 

generation and. other infrastructure for the foreseeable future in ordu  to continue lo provide safe 

and reliable power to meet the gmwingneeds of retail customers in the state of Florida; and 

WHEREAS. an extension of the revenue sharing plan and preservation of the benefits for 

customers of the $600 million reduction in base rates pmvidcd for in the 1999 and 2002 

Agreements during the period in which this Stipulation and Settlement is in effect. and other 

provisions as set forth herein, including the provision for the incremental base rate recovery of 

costs associated with the addition of electric generation, will further be beneficial to retail 

customers; 

NOW THEREFORE, in consideration O€ the foregoing and. the covenants contained 

herein, the Parks  hereby stipulate and agree: 

1. Upon approval and final order of the FF'SC. this Stipulation and Settlement will 

become effective on January 1, 2006 (the "Implementation Date"), and shall wntinue through 

December 31,2009 (the "Minimum Term"), and thereafter shall remain in effect until terminated 

on the date that new base rates become effective pursuant io order of the FFSC following a 

formal administrative hearing held either on the FPSC's own motion or on request made by my 

ofthe Parties to this Stipulation and Settlement in accordance with Chapter 366, Florida Stabtes. 

. .  
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2. FPL's retail base rates and base rate structure shall remain unchanged, except as 

otherwise permined in this Stipulat~on and Settlement. The following tariff changes shall be 

approved and implemented. 

a. (i) As reflected in FF'L's MFR E-14, insfitufion of the opfional High Load 

Factor Time-of-Use rate with an adjustment to reflect a 65% load factor 

breakeven point by rate class. the Seasonal Demand Time-of-Use rate, and the 

General Service Constant Use Rate; 

(ii) Elimination of the 10 kW exemption from rates. 

(iii) The combined adjustments to hnplement (i) and (ii) above shall be made 

on a revenue neutral basis with reference to the ZOO6 forecast reflected in 

h4FR E- 13(c) at present base rates. 

Raising the inversion point on !he RS-I rate from 750 kWh to 1.000 kWh. on 

a revenue neutral basis with reference to the 2006 forecast reflected in MFR 

E-l3(c) at present base rates. 

Consolidation and collection of all gross receipts taxes, including existing 

gross receipts taxes embedded in base rata. through the separate gross 

receipts tax line item on bills, on a revenue neutral basis With reference to the 

2006 forecast reflected in MFR E-l3(c) at present base rates. 

At any time dwing the term of the Stipulabon and Settlement and subject to 

Commission approval, any new or revised lariff provisions or rale schedules 

requested by FPL, provided that such tariff request does not increase any 

existing base rate component of a tariff OT rate schedule during the term of the 

b. 

c. 

d. 

- - - 4 ____ 
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Stipulation and Settlement unless the application of such new or revised tariff 

or rate schedule is optional to the utility's customers. 

3. Except as provided in Section 1, no Party to this Stipulation and Settlement will 

request, support, or seek to impose a change in the application of any provision hereof. AG, 

OPC, FPUG, AARP, FRF, FEA, CG. and SFHHA will neither seek nor support any reduction in 

FF'L's base rates and charges, including interim rate decreases, to take effect pdor to the end of 

the Minimum Term of this Stipulation and Settlement unless a reduction request is initiated by 

FPL. FPL will not petltion for an increase in its base rates and charges, including interim rate 

increases, to take effect for meter readings before the end of the Minimum Twn except as 

p,rovided for in Section 6. During the term of this Stipulation and Settlement, except as 

otherwise provided for in this Stipulation and Settlement, or except for unforeseen extraordinary 

costs imposed by government agencies relating to safety or matters of national security, FPL will 

not petition for any new surcharges, on an interim or permanent basis, to recover cost6 that are of 

a type that traditionally and historically would be, or are presently, recovered through base rates. 

I 

4. During the term of this Stipulation and Settlement, revenues which are above the 

levels stated herein below in Section 5 will be shared between FPL and its retail electric utility 

customers -_ it being expressly understood and agreed that the mechanism for d n g s  sharing 

herein established is not intended to be a vehicle for "rate case" type inquiry concerning 

expenses, investment, and financial results of opmtions. 

5.  Commencing on the Implementation Date and for the calendar years 2006,2007,2608 

and 2009, and continuing thereafter until terminated. FPL will be under a Revenue Sharhg 

Incentive Plan as set forth below. For purposes of this Revenue Sharing Incentive Plan, the. 

following retail base rate revenue tbreshold amounts are established: 
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a. Sharing Threshold . Retail base rate revenues between the sharing threshold 

amount and the retail base rate revenue cap as defined in Section S(b) below will be 

divided into two shares on a 113, 2/3 basis. FPL's shareholders shall receive the 113 

share. The 2/3 share will be refunded io retail customers. The sh&g threshold for 2006 

will be established by using the 2005 sharing thrwhold of $3,880 million in retail base 

rate revenues, increased by the average annual gowth rate in retail kwh sales for the ten 

year period ending December 31, 2005. For each succeeding calendar ycar or portion 

thereof during which the Stipulation and Settlement is in effect, the succtding calendar 

year retail base rate revenue sharing threshold amounts shall be cstnblishfd by increasing 

the prior year's threshold by the sum of the following Wo amounts: (i) the avnage 

annual growth rate in reiail k w h  sales for the ten calendar year paiod ending December 

31 of the preceding year multiplied by the prior year's retail base rate revenue sharing 

threshold and (ii) the mount of my incremental GBRA revenues in that y m .  The 

GBRA is described m Section 17. 

b. Revenue Cap - Retail base rate revenues above the retail base rate revenue cap 

will be refunded to retail cwtomas on an annual basis. The retail base rate revenue cap 

for 2006 will be established by Using the ZOOS cap of $4,040 million in retail base rate 

revenues, increased by the average annual growth rate in retail kwh sales for the ten 

calendar year period endmng December 31,2005. For each suecccding calendar year or 

portion thereof during which the Stipulation and Seitlemcnt is in effect, the succeeding 

calendar year retail base rate revenue cap amounts shall be established by increasing the 

prior year's cap by the sum of the following two amounts: (i) the average annual gmwth 

rate in retail kWh sales for the ten calendar year period ending December 31 of the 
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preceding year multiplied by the prior year’s retail base rate revenue cap amount and (ii) 

the amount of any incremental GBRA revenues in that year. 

c. Revenue exclusions - The Revenue Sharing Incentive Plan and the 

corresponding revenue sharing thresholds and revenue caps me intended to relate only to 

retail base rate revenues of FPL based on its current strumre and regulatory framework 

Thus, for example, incremental revenues attributable to a business combination or 

acquisition Involving FPL, its parent, or its affiliates, whether inside or ouiside the state 

of Florida, or revenues from any clause, surcharge or other recovery mechanism other 

than retail base rates, shall be excludd in determining retail base rate revenues for 

purposes of revenue sharing under this Stipulation and Settlement. 

d. Refund mechanism - Refunds will be paid to customers ns described in 

Section 1. 

e. Calculation of sharing threshold and revenue csp for partial calendar years - 
In the event that this Stipulation and Settlement is terminated other than at the end of a 

calendar year, thesharing thwhold and revenue cap for the partial calendar year shall be 

determined at the end of that calendar year by (i) dividing the retail kwh sales during the 

partial calendar year by the retail kWh for the full calendar year, and (ifi applying the 

resulting fraction to the shruing threshold and revenue cap for the full calendar year that 

would have been calculated as set folih in Sectiona 5(a) and Sb) above. 

f. Calculation of annual average growth rats - For purposes of this Section 5, the 

average annual growth rate shall be calculated by summing the percentage change in 

retail kwh sales for each year in the relevant ten year period and dividing by 10. 
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6. If FPL's retail base rate earnings fall below a 10% ROE as reported on an FPSC 

adjusted or pro-forma basis on an FPL monthly earnings surveillance report during the tam of 

this Stipulation and Settlement, FPL may petltion the R S C  to mend its base rates 

notwithstanding the provisions of Section 3, either as a general rate proceeding or as a limited 

proceeding under Section 366.076, Florida Statutes. Parlies to this Stipulation and Settlement 

an not precluded from participating in such a procceding, and, m the went that FPL petitions to 

initiate a limited proceeding undw this Section 6, any Party may petition to initiate MY 

proceeding otherwise permitted by Florida law. This Stipulation and Settlement shall terminate 

upon the effective date of any Final Order issued in such proceeding that changes FPL's base 

rates. This parapph shall not be construed to bar or limit FPL from any recovery of costs 

otherwise contemplated by this Stipulation and Settlement. 

7 All revenue-sharing refunds will be paid with interest at the 30-day commercial paper 

rate to retail customers of record during the last three months of each applicable refund period 

based on their proportionate shwe of base rate revenues for the refund period. For purposes of 

calculating interest only, i t  will be assumed that revenues to be refimded werc collected evenly 

throughout the preceding refund period. All refunds with interest will be in the form of a credit 

on the customers' hills beginning with the first day ofthe first billing cycle of the second month 

after the end of the applicable refiznd period (or, in the case of a partial calendar y w  refund, 

after the end of that calendar year). Refunds to former customers will be completed as 

expeditiously as reasonably possible. 

8. Stwting with the effective date of this Stipulation and Settlement, FPL may, at its 

option. amortize up to S125,000,000 annually as a credit to depreciation expense and a debit to 

the bottom line depreciation resewe over the term of this Stipulation Md Scttlmmt. A n y  such 
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reserve amount WIN be applied first to reduce any reserve excesses by account, as determined in 

FPL's depreciation studies filed after the term of this Stipulation and Settlement, and thereafter 

will result in reserve deficiencies. Any such reserve deficiencies will be allocated to individual 

reserve balances based on the ratio of the net book value of each plant account to total net book 

value of all plant. The amounts allocated to the reserves will be included in the remaining life 

depreciation rate and recovered over the remaining lives of the various assets. Additionally, 

depreciation rates and/or capital recovery schedules shall be established pursuant to the 

comprehensive depreciation studies as filed March 16, 2005 and will not be changed for the term 

of this Stipulation and Settlement. 

9. FPL will be permiffed clause recovery of prudently incurred incremental costs 

associated with the establishment of a Regional Transmission Organization or any other costs 

ansing bom an order of the FPSC or the Federal Energy Regulatory Commission addrwsing m y  

alrernative coniiguration or structure to address independent transmission system governance or 

operation. Any Party to this Stipulation and Settlement may participate in any proceeding 

rclating to the recovery of costs contemplated in this section for the purpose of challenging the 

reasonableness and prudence of such costs. but not for the purpose of challenging FPL's right to 

clawcrewvery of such costs. 

IO. No Party to this Stipulation and Settlement shall appeal the FPSC's Final Order in 

Docket No. 041291-EI. Further, Parties aaee to the following provisions relative to the target 

level and funding of Account No. 228.1 and recovery of any deficits in such Account: 

a. The target level for Account No. 228.1 shall be as established by the 

Commission, whether on its own motion, upon petition by FPL, or m 

conjunction with a proceeding held in accordmce with Section 366.8260, 
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Flonda Statutes. FPL will be perrmtted to recover prudently incurred costs 

associated with events covered by Account No. 228.1 and replenish Account 

No. 228.1 to a target level through charges to customers, that are approved by 

the Commission, that are independent of and mremental to base rates and 

without the application of any form of earnings test or measurc. The fact that 

insufficient funds have been accumulated in Account No. 228.1 to cover WStS 

associated with events covered by that Account shall not be evidencc of 

imprudence or the basis of a disallowance. Replenishment of Account NO. 

228.1 to a target lcvd approved by the Commission andlor the recovery of M y  

casts incurred in cxcess of funds accumulated in Account No. 228.1 and 

insurance shall be accomplished through Section 366.8260, Florida Statuts, 

and& through a separate surcharge tbat is indepurdent of and incremental to 

rem1 base rates, as approved by the Commission. Parties to this Stipulation and 

Settlement are not prccludcd from pdcipating in such a p d i n &  nor 

precluded from challenging the amount of mch target level or whdhcr recovay 

should be accomplished either through Section 366.8260, Florida Statutes or 

bough a separate surcharge. 

b. The cumnt base rate accrual to Account No. 228.1 of $20.3 million is suspended 

effective January 1,2006. 

e. No revenues contemplated by this Section 10 shall bc included in thc 

computation of retail base rate revenues for purposes of revenue sharing under 

ths  Shpulation and Settlement 
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11. The cunent decommissioning accrual of 578316,937 (jurisdictional) approved in 

Order No. PSC-02-0055-PAA-E1 shall be suspended effective September 1, 2005 and shall 

remain suspended through the Minimum Term and, at the Company's option, for my additional 

period during which this Stipulation and Settlement remains in effect. FPL's decommissioning 

sNdy to be filed on or before December 31, 2005 shall have no impact on FPL's base rates, 

charges, ox the terms of this Stipulation and Settlement. 

12. The portion of St. Johns River Power Park ("SJRPP") capacity costs and certain 

capacity revenues that are currently embedded m base rates shall continue to be recovered 

through base rates in the current manner as contemplated by Order No. PSC-92-1334-FOF-EI. 

13. New capital costs for environmental expenditures recovered through the 

Environmental Cost Recovery Clause will be allocated, for the purpose of clause recovery. 

consistent with FPL's current cost of service methodology. 

14. Post-September 1 I, 2001 incremental security costs shall remain in and bc recovered 

through the Capacity Clause. 

15. For surveillance reporting requirements and all regulatory purposes, FPL's ROE will 

be calculated based upon an adjusted equity ratio as follows. FF'L's adjusted equity ratio will be 

capped at 55.83% as included in FPL's projected 1998 Rate of Return Report for sweillancc 

purposes. 'The adjusted equity ratio equals common equity divided by the sum of common 

equity, prefered equity, dcbt and off-balance shx t  obligations. The amount used for off-balance 

sheet obligations will be calculated per the Stmdard & Poor'srnethodology. 

16. Effective on the Implementation Date, FPL will continue to operate without an 

authorized R e m  on Equity (ROE) range for the purpose of addressing earnings levels, and the 
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revenue sharing mechanism herein descnbed will be the appropriate and exclusive mechanism to 

address earnings levels, but an ROE of 11.75% shall be used for all other regulatory purpOSW. 

17 For any power plant that is approved pursuant lo the Florida Power Plant Siting Act 

(PPSA) and achieves commercial operatton w~thin the tam of tbis Stipulation and Sertlment, 

the costs of which are not recovered fully through a clause or clauses. FPL's base rates will be 

increased by the wnualizcd base revenue requirement for the fust 12 months of operation, 

reflecting the costs upon which the cumulative present value revenue requirements (em) 
were or are predicated, and pursuant to which a need determination was granted by the FPSC, 

such adjustment to be reflected on FF'L's customer bills by increasing base charges, and non- 

clause recoverable credits, by an equal percentage. FPL will begn applying the incmental  base 

rate charges required by this Stipulation snd Settlement to meter Teadings made on and after the 

commercial in savice dnie of any such power plant, Such adjustment shall be referred 10 as a 

Generation Base Rate Adjustment (GBRA). The GBRA will be calculated using an 11.75% 

ROE and the capital structure as per Section 15 above. FPL will calculate and submit for 

Commission sonfinnation the amount of the GBRA using the Capacity Clause projedion filing 

for the year that the plant is to go into service. In the event that the actual capital costs of 

generation projects are lower than were or are projected in the need determination proceeding, 

the difference will be flowcd back via a true-up to the Capacity Clause. In the event that actual 

capital casu for such power plant ate higher than were projected in the need determination 

proceeding, FPL at its option may initiate a limited proceeding per Section 366.076, Florida 

Statutes, limited to the issue of  whether FPL has met the requirements of Rule 25-22.082(15), 

Flonda Adminisnative Code. If the Commission finds that FPL has met the requirements of 

Rule 25-22.082(15), FPL shall increase the GBRA by the corresponding incremental =venue 
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requirement due to such additional capital costs. However, FPL's election not to seek such an 

increase in the G B M  shall not preclude FF'L from booking any incremental costs for 

surveillancc reporting and all regulatory purposes subject only io a finding of imprudence 01 

disallowance by the commission. Upon termination of the Stipulation and Settlement, V L ' S  

base rate levels, including the effects of any GBRA, shall continue in effect until next reset by 

the Commission. Any Party to this Stipulation and Settlement may participate in any such 

limited proceeding for the purpose of challenging whether FPL has met lhc  requirements of Rule 

25-22.082(15). A GBRA shall be implemented upon commercial operation of Turkey Point Unit 

5 ,  currently projected to occur in mid-2007. by increasing base mtes by the estimated animal 

revenue requirement exclusive of fuel of the costs upon which the CPVRR for Turkey Pomt Unit 

5 were predicated, and pursuant to which a need determination was granted by the FPSC in 

Order No. PSC-04-0609-FOPE1, such adjustment to be reflected on FPL's customer bills by 

increasing base charges and non-clause recoverable credits, by an equal percentage. FPL will 

begin applying the incremental base rate charges required by this Stipulation and Settlement to 

meter readings made on and after the commercial in servioc date of Turkey Point Unit 5. 

IS. This Stipulation and Settlement is eontingent on approval in its entirety by the FF'SC. 

This Stipulabon and Settlement will resolve all matters in these Dockets pursuant to and in 

accordwce with Section 120.57(4), Florida Statutes. This Docket will be closed effective on the 

date tho FPSC Order approving this Stipulation and Settlement is final. 

19. AI1 P d w  lo this Stipulation and Settlement agree to endorse and support the 

Stipulation and Settlement before the FPSC and any other administrative or judicial tribunal, and 

in any other forum 
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20. This Stipulation and Settlement dated as of August 22, 2005 may he executed in 

counterpart originals, and a facsimile of an original signature shall be deemed an original. 

In Witness Whereof, the Parties evidence their acceptance and agreement with the 

provisions of this Stipulation and Settlement by their signature. 

Florida Power & Light company 
700 Universe Boulevard 
luno Beach. FL 33408 

BY:- 
W. G. Walker, Ill 

Charles J. G i s t ,  Jr., Attorney General 
Office of the Attorney General 
The Capitol-PLO1 
Tallahassee, FL 32399-1050 

Florida Industrial Power Users Group 

McWhirter, Reeves P.A 
400 North Tampa Street 
Suite2450 
T m p a F L  33602 

Office of Public Counsel 
c/o The Florida Legislature 
11 1 West Madison St. Suite 812 

By. 
Harold A. McLean, Esq. 

South Florida Hospital & Healthcare Assoc. 

Andrews Kurth LL2 
1701 Pennsylvania Avenue, AW 
Suite 3M) 
Was+nqon, DC 20006 

By: 
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AARP 
Michael B. Twomey, Esq. 
P.O. Box 5256 
Tallahassee, FL 32314-5256 

The Commercial Group 

McKenna Long & Aldridge LLp 
One Peachtree Ccnter 
303 Peachtree Street NE, Suite 5300 

By: By: 

Florida Retail Federation 

,' 

Federal Exccutivc Agencies 

Landers &Parsons, P.A. 

Tallahassee. FL 32301 

Major Craig Paulson, EW. 

Tyndall Air Force Base, FL 32403 310 West College Avmw 139 Bmea Drive 

By: 
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM IO-Q 

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) 
OF THE SECURITIES EXCHANGE ACT OF I934 

For the quarterly period ended March 31, 2009 

Commission 
Fila 

Exad name of registrar& as rp&ed in lhoir 
chaflen. address of principal e m l i v e  DRieer and 

Number re@iatmn(o' telephone number 

1-8841 

2-27612 
FPL GROUP, INC. 

FLORIDA POWER & LIGHT COMPANY 
700 Universe Boulevard 
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(561) 6B44M) 
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!den I ika l i o n 

Number 

59-2449419 
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FLORIDA POWER LIGHT COMPANY 
CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

(millions) 
(unaudited) 

Three Months Ended 
March 31. 

2009 2008 

OPERATING REVENUES 

OPERATING EXPENSES 
Fuel, purchased power and interchange 
Other operations and maintenance 
Storm wst amortization 
Depreciation and amortizatiin 
Taxes other than i n m e  taxes 

Total operating expenses 

OPERATiNG INCOME 

OTHER INCOME (DEDUCTIONS) 
Interest expense 
Allowance for equw funds used during construction 
Interest inmme 
Other - net 

Total other deductions - net 

INCOME BEFORE INCOME TAXES 

INCOME TAXES 

NET INCOME 

f 2,573 S 2,534 

1,469 1.457 
340 370 

19 11 
232 196 
251 248 

2,311 2.290 

262 244 

(77) 
15 

4 
(3) 

(W) (80) 

198 164 

71 56 

f 127 f 108 - 

should be read in conjunclion with the Notes herein and the Notes to Consolidated Finandl Statements appearing in the 2008 F O r C  
. .. ~- __ - 

. .  

ives/edgar/data/37634/000075330809W,043/fm1 Oql920O?~h@. , 511 8l2009 
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should be read in conjunclion with the Notes herein and the Notes to Consolidated Finandl Statements appearing in the 2008 F O r C  
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item 2. Management's Discussion and Analysis of Financial Condition and Results Of OpctratiOnS 

This discussion should be read in conjunclion with the Notes contained herein and Managemenrs Discussion and Analysis of FiWKiaI 
Condition and Results of Operations (Management's Diacussion) appearing in the 2Wf.Fon IC-K for FPL Gmup and FPL. The mwHr of 
operations for an interim pariod generally wiU not give a tnm inbkarion of results for the year. In the following disurssion. all wmparkonr am 
with the corresponding items in the prior year period. 

Results of Operations 

FPL Group and NextEra Energy Resources segregale in10 two categories unrealized mark-tu-market gains and losses on WCrgy derivative 
transactions which are'used to manage commodity price risk. The first category. referred to as trading adivities. represents the e t  unrealized 
effect of actively haded positions entered into to take advantage of market price movemenb and to optimize the Value of generation asset5 and 
related contracts. The second category, referred to as. nonqualifying hedges, repcesents the net unrealied elf+ of derivative transactions 
entered into as economic hedges but which do not qualify for hedge accounting and the ineffective portion of Ira~SBCtIOnS accounted for a3 a s h  
flow hedges. At FPL. substantially all changes in the fair value of anergy derivative transactions am deferred as a WulatOlY asset or lability 
until the contracts are settled, and, upon setllement. any gains or losses are passed through the fuel Clause or the Capaiity Clause. 

FPL Groqp's management uses earnings excluding certain items (adjusted earnings) internally for financial planning, for analytk of 
performanc&. fix reporling of results to the Board of Directors and as inputs in determining whether performance targets are met for 
performance-based compensation under FPL Group's employee incentive compensation plans. FPL Group alSO uses adjusted earnings when 
communicating its earnings outlook to investors. Adjjsted eamings exclude the unrealized mark-to-market effect Of nonqua6fyic-g hedges and 
other than temporary impairment (OTTI) losses on securities held in NexEra Energy Resources' nuclear decommissioning funds, net of the 
reversal of previously recognized O l T l  losses on sewrities soid and losses on securities where price recovery was deemed unlikely 
(coilectively, OTTl reversals). FPL Group's management believes adjusted earnings provide a more NtaningfUl f~preSentauOn of the COmPany'S 
fundamental earnings power. Although the excluded amounts are properly induded in the determination of net income in accordance with 
generally accepted accounting principles, management believes that the amount andor nature of such items make period to period comparisons 
of operations difficult and potentially confusing. Adjusted earnings does not represent a substilute for net income. as prepared in accordance 
with generally accepted accounting principles. 

in March 2009, FPL. certain subsidiaries of NextEra Energy Resources and certain nuclear plant joint Owners signed a seniement agreement 
with the US.  Government (settlement agreement) agreeing to dismiss wiv, pfejudice lawsuits filed against the U S .  Government seeking 
damages caused by the US. Department of Energy's failure to dispose of spent nuclear fuel from FPL's and NextEra Energy Resources' nuclear 

: plants. in connection with the settlement agreement, FPL Group established an approximately $153 million ($1W million for FPL) receivable 
from the U.S. Government and a liability to nudear plant joint Owners of $22 million (SS minion for FPL). which are included with other 
receivables and other current liabilities. respectively, in the condensed consolidated baiancvsheets at March 31. 2000. in addillon. FPL Grwp 
reduced its March 31, 2009 property, plant and equipment balances by $107 million ($83 hillion for FPL) and. for the three months ended 
March 31, 2009. reduced operating expenses by $15 million ($12 million for FPL) and Increased operating revenues by $9 million. The 
payments due from the US. Government under the settlement agreement inueased FPL Group's net income for the three months ended 
March 31. 2009 by approximately $16 million ($9 million for FPL). A substantial porlion of the amount due from the US. Government iS 
expected during the second quarter of 2009. FPL and NeaEra Enargy Resources will continue to pay fees to the US. Govemmenrs nUdear 
Naste fund. 

Summary - Presented below is a summary of net income (loss) by reportable segment (see Note 10): 

Three Months Ended 
March 31. 

2009 2008 
(millions) 

CPL $ 127 S 108 
'lextEra Energy Resources 
2orporate and Other 
'PL Group Consolidated 

252 164 

$ 364 249 
(15) (23 - 

'he .ncreaSe In FPL's resuns for the three months ended March 31.2009 reflects the settlement agreement. lower operations and maintenan& 
OBM) expenses and a higher equity component of AFUOC (AFUOC - equity) paNy obet by lower retail WStOmer usage. 
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NextEra Energy Resources' results for the lhree months ended March 31,2004 refled additional earnings from new inVe*mb, the foreign. 
slate and convertible ITCs tax benefits (see Note 4), as Wen aa the 8bsenw of an unplannad oulage In 2008 et the %~brodc Wdearbcilii and 
:he seltlement agreement. These additional earnings were parbily 0-1 by lower rerub h tha remainder of the existing pornolio primrlly due 
to Eleclrlc ReliaMity Council of Texas (ERCOT) market conditions, a refueling wlage at the Duane Arnold Wdear Site 9 bwer WW 
generation primarily due to a parfilarly strong wind resource in'the prior qufder. In addition, interest e w T e  and a d m i n i e  and g-i 
sxpenses were higher to support growth of the business. FPL.Gmup's and NexlEra Energy Resources' net l F m e  for the three monlhs ended 
Warch 31,2009 reflects net unrealied after-tax gains from nonqualifying hedges of $30 m i l l i i  white in the pmr Ped'+ n e t , W m  rWktr  net 
mrealired after-tax losses from such hedges of $52 million. The change in unrealized mark-to-market activity IS Primarily attn-ble IO c h q e s  
n forwafd power and natural gas prices. as well as the reversal of previously recognized unrealized mark-to-market galnsllostes as the 
mderlying transactions are realized. As a general rule, a gain (loss) in the nonqualifying hedge category is Offset by decreases (Increases) in 
!he fair value of related physical asset positions in the portfolio or contracts, which are not marked to ma+et undsrgenerally accepled 
xcountmg principles. For the three months ended March 31.2Mx) and 2008. NextEra Energy Resounes recorded $31 million and $4 million. 
-espectively, of alter-fax OTTl'losses on secwities held in NexfEra Energy Resources' nudear decommisslDning funds. For the three months 
?nded March 31.2009, NextEra Energy Resources had approximately $1 million of after-lax O l l ' i  reversais; there were no such OTTl reversals 
'or the three months ended March 31,2008. 

The improvement in results for Corporate and Other in 2009 is primarily due to additional interest income. 

=PL - FPCs net income for the three months ended Mardr 31,2009 and 2008 was $127 million and $108 million. respectively. an increase of 
119 million The increase reflects the settlement agreement, lower O&M expenses and higher AFUDC - equity partly offset by lower retail 
:ustomer usage. 

n March 2009, FPL filed a petition with the FPSC requesting, among other things, a permanent lnerease In base rates and charges effeclive 
January 2010 and an additional permanent base rate increase effectiie January 2011. To address the addition of FPCS West county E W y  
:enter Unit No. 3 and any subsequent power plant additions. FPL is also requestlng FPSC approval to contlnue the GBRA mechanism 
xeviously approved by the FPSC as part of the stipulation and settlement agreement regarding FPCs 2005 base rate case. tf approved. lhe 
.equested permanent base rate increases wwld lnueasa annual relail base revenues year-over-year by appmx~mately $1 billion in 2010 and an 
idditional $250 million in 2011. FPCs requested increases are based on a regulaluy return on common equity of 12.5% and exdude amounts 
assodated with the proposed extension of the GBRA mechanism and certain proposed cost recovery dause adJuStmntS. Hearings on VliS 
lase rate proceeding are expected during the third quarter of 2009 and a final decision is expected by the end of 2009. The fiMl decisbn may 
ipprove rates and otlier terms that are different from those that FPL has requested. The 2- rata agreement and its provisions will termhate 
)n the. date new retail base rates become effective pursuant to an FPSC order. FPL expects that retall base revenues WRI increase 
3pproximately $65 million in 2009 when retail base rates are chsr@ed pursuant to Ihe GBRA mechanism to reflect the placement in Service of 
Nest County Energy Center Unit Nos. 1 and 2. which is expected to m r  by the third quarter of 2000 and fourth quarter of 2oM), reSpectiveCy. 

-PCs operating revenues consisted of the fdlowing: 

Three Months Ended 
March 31. 

200s 2008 
(millions) 

letail base $ 7 9 4 5  azz 
%st cost recovery 1,325 1,331 
Ither cost recovery clauses and pasrthrough costs 404 333 
Ither. primarily pole attachment rentals, transmission and wholesale sales and customer-related fees 50 48 
'otal u s  2 , (  534 

.or the three months ended March 31, 2000, a decrease in the average number of customera of 0.4% decreased retail base revenues by 
ipproxlmately $3 million while a 4.4% decrease in usage per retail customer, primarily reflecting fadors other than weather conditions. 
iecreased retail base revenues by approximately $25 million. The decline FPL experienced in retail customer growth in the latler half of 2007 
tnd throughout 2008 as well as a decline in non-weather related retail customer usage, which FPL believes Is reflealve Of the economic 
-lowdown and housing crisis that has affected the country and the state of Florida, has continued into 2009. FF'L is unable to Predic( if gmwth in 
ustorners and non-weather related customer usage will return lo previcus trends. The dacfine in retail customer usage foc the three mOnthS 
.nded March 31,2009 also reflects one less day of sales in 2009, as 2008 was a leap year. 
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Revenues from fuel and other cost recovery clauses and pass-through costs. such as franchise 'fees. revenue layas and r t o c m - ~  
surcharges do not sgnificantly affed net income; however. underrecovery or overrecovery of such wsts c91 Sig&c$Y affect FF'L -up'& end 
FPL's operating cash flows. Fluctuations in fuel mst remvecy revenues are prLnarily driven by changes in eh-8 WMCh W 
included in fuel. purchased power and interrhange expense in the condensed consolidated statements of income. as well as by *awes in 
energy sales. Fluctuations in revenues from other cost m e l y  daures and pass-thrwgh costs are primnv driven by a n g e r  in rlMm 
related surcharges, capacity charges, franchise fee costt, the impact of changes in 06M and depredation expentes on the underlyhl cost 
recovery clause. as well as changes in energy sales. Capacity .charges and franchise fee wsls am included in fuel. purchased power and 
interchange and taxes other than income taxes. respectively. in the mndensed consolidated stalemenls of income. 

FPL uses a risk management fuel procurement program which was appmved by the FPSC at the program's '"C8p"On. The FPSC lWieWS the 
program activities and results for prudence on an annual basis as part of its annual review of fuel costs. The program is intended I O  manage fuel 
price volalility by locking in fuel prices for a portion of Fprs fuel requirements; any resulling gains or losses are pa+ thwgh the fuel 
clause. The current regulatory asset for the change in fair value of derivative instruments used in the fuel proCUrement pmgram amOUnted to 
approximately $1,309 million and $1.109 miiliin at March 31.2009 and December 31.2098, respectvely. The decrease in fuel revenue8 for Ihe 
three months ended March 31, 2009 reflecls approximately $58 million attributable to lower energy Sales partly Offset bY appmfimateb $52 
million related to a higher average fuel factor. The increase in revenues from other cost recovery clauses and pass-through costs is Primarily 
due to additional revenues associated with the nuclear cost recovery rule. 

The major components of FPL's fuel. purchased power and interchange expense are as follows: 

and 

Three Months Ended March 31, 
2009 2000 

(millions) 

1,083 $ 1,236 
104 254 

132 117 
5 1469 5 1.457 

Fuel and energy charges during the period 

Other. primarily capacity charges net of any capam deferral 
Net collection of previously deferred retail fuel costs 

Total __c 

The decrease in fuel and energy charges for the three months ended March 31, 2009 r e W s  lower fuel and energy prices of appmhately 
$104 million and $49 million attributable to lower energy sales. At March 31. 2009, approximately $1 million of retail fuel costs were deferred 
pending collection from retail cusbmers in a subsequent period. The decrease from December 31,2M)8 to March 31,2009 in deferred dame 
and franchise expenses and the increase in deferred clause and franchise revenues (current and noncurrent, colledhdy) on FPL Group's and 
FPL's condensed consolidated balance sheets totaled approximately $266 million and positively affected FPL Group's and FPL'S cash flows from 
operating activities for the three months ended March 31,2009. 

FPCs O&M expenses deffeased $38 million for the three months ended March 31, 2009 reflecting lower nudear, fo&i generation and 
distribution costs of approximately $20 million. $12 million and $12 million, respecthrely. The decline in nuclear cosk ref lea .a mmbursement Of 
zosts expected under the terms of the settlernerd agreement, as well as lower costs related to plant improvement initiatives and refueling and 
maintenance outages. The decline in fossil generation costs is primarily due to differences in the timing of plant overhauls which are e w e d  10 
xcur later this year. The decline in distribution costs reflects lower support costs and the liming of work activilk5. Other changes in 
?xpenses were primarily driven by pass-through costs which did not s'gnificantly a f kd  net income. Management expads 06M expenses in 
2009 to exceed the 2008 level, primarily due to the absence of an environmental insuraMa policy termination which occurred in the fourth 
quarter of 2008. as well as higher expected nuclear, fossil generation, transmission, customer sewice: information management and Other 
jupport costs and employee benefit costs. 

3epreciation and amortization expense for the three months ended March 31, 2009 increased $36 millin. re(lecting the amMtiZaaon Of 
wproximately $32 million of pre-construction costs asociat&.With FPL's planned nuclear units recovered under the nuclear cost recovery Nle 
md higher depreciation on transmission and dislribvtion facries (colle&ely, approximately $6 million) offset by a reduction.in depreciation due 
o the settlement agreement. 

'The decline in interest expense.for the three months ended March31, 2009 is primarily due to a decline in average interest rates Of 
3pproximately 62 basis points, partly offset by higher average debt balances. The dedine in interest expense also reflects a hlghw debt 
mnponent of AFUDC. The Increase in AFUDC - equity for the three months ended March 31, 2009 is primarily attributable to additional 
\FUDC - equity on three natural gas-fired combined-cycle units of approximately 1,220 mw each at FPL's West County Energy Center in 
vestern Palm Beach County, Florida. 
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FPL is currently conslruding the three natural gas-fired combmed-cyde units at its West C'wnly Energy Center. Wh& Unb are expscted lo be 
ptaced in service by the third quarter of 2009. fwTul quarts of 2009 and mid-201 1, respectively. in addition. FPL b in the procercl of ad- 
approximately 400 mw of baseload Capacily at its existing nudear units at SL Lude and Turkey Point, which additional Capacity is p m e d  to 
be placed in sewice by lhe end of 2012. In 2008. the FPSC approved FPCs plan to modernize its Cape CanaVeral and R i r a  power plants lo 
high-efftciency natural gad-fired units. Each modernized plant is expected to provide approximately 12M) mw Of Capady and be pbwd in 
service by 2013 and 2014, respedively. Siting Board approval is panding end a k i s h  is expected in ea* 2010. .In April 2009. FPL med a 
need petition wilh the FPSC for an approximately 300-mile undergrovnd Wral gas pipeline in Florida, which is proieded to be in service in 
2014. If approved, the pipeline would supply natural gas to the Cape Canaveral and Riviera power plants once they are modernized. An FPSC 
decision is expected in July 2009. The pipeline requires addllional approvals from. ammg others. the SHing Board. 

In 2008. the FPSC approved FPCs need petition for two additional nuclear units at Is Turkey Point site with projected in-service dates between 
2018 and 2020. which units are expected in the aggregate to add between 2,200 mw and 3,040 mw of basetoad capacity. AddiEional appmvds 
from other regulatory agencies will be required later in the pmcess. In 2009, FPL began recovering. under the Capacity dause in accordance 
with the FPSC's nuclear cost recovery rule, pre-construction wsts assodated wlth FPCs planned nude& units end carrying charges (equal to 
the pretax AFUDC rate) on construction costs associated with the addition of approximately 400 mw of baseload Capacity. Substantially all. of 
these costs are subject to a prudence review by lhe FPSC. The same rule provides for the recovery of WnStNdiOn costs. Once the new 
capacity goes into service. through a base rate increase. 

NexfEra Energy Resources - NextEra Energy Resources' net inwme for the three months ended Maph 31,2009 and 2008 was $252 million 
and $164 million. respedively. an increase of $88 miltion. The primaty drivers, on an after-tax basis. of lhis increase were as follows 

Increase 
(Decrease) 

Three Months 
Ended 

March 31.2009 
(millions) 

New investments ''I 
Existing assets ('1 
Full energy and capacity requirements services and trading 
Asset sale 
Interest expense, differential membership costs and other 
Change in unreaiiied mark-to-market nonquar@ing hedge adivi i  @) 

Change in O l l ' l  losses on securities held in nudear decommissioning funds, net of OlTl reversals 
Net income increase 

C?6) 
5 88 

3) I ~ e ~ P T C 1 a n d l T C 1 ~ w i M p r a j s c g a n d l T C s o n ~ ~ a ~ * M I a i v x k ~ ~ d M m B R e ~ ) ~ e r ~ M ~ ~ ~ 4 ~ b U t d ~ n O I t n d l l d t ) a n o a t ~ n d i ~ n r l n p s n ~ o r  
wrpmte gBneral and t)drnMur.livO -mer Rarultr from - pmw am W d d  in nw.investrrumnll dump ha hst hy.lvr, m n t b  01 OpSnnOn. A proldcrr rerulfl aN 
included in axbllw acsm wohninowim me lhirleenm mnh dopanhn. 

01 See Nde 2 and diisyLiion abwe relalea to dsriww i m l m  

The increase in NextEra Energy Resources' results from new investments reflects the addiin of over 1,300 mw OF wind generation during or 
afler the first quarter of 2008 and the state and cweflible ITCs tax benefits (see Note 4). Results from NextEra Energy Resources' existing 
asset portfolio decreased primarily due lo unfavorable markel uKldEions in the ERCOT region, a refueling outage at the Duane Arnold nuclear 
'acilily and lower wind generation primarily due to a particularly strong wind resource in the prior quarter. These decreased results from the 
?xisting asset portfolio were partially offset by the abseme of an unplanned a g e  in 2008 at the Seabrwk nudear facility, favorable cmmCdiW 
nargins from NextEra Energy Resources' retail energy provider and the settlement agreement. 

lextEra Energy Resources' first quarler 2009 financial results reflect lower gains from its full energy and capadty requirements sewices and 
rading activities. Full energy and capacity requirements services indude load-following services, whW require the supplier of energy to Vary 
he quantity delirered based on the load demand needs of the custom&, as well as various ancillary services. 

'he asset sale represents the sale of wind development rights in 20W. The increase in intpest expense, differential membership costs and 
ither reflects the foreign lax benefit (see Note 4). partially offset by higher interest expense and corporate general and administrative msts due 
o growth of the business. 
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FPL Group, Inc. 
Corporate Communications Oept 
Media Line: (305) 552-3888 
April 28.2009 

FOR IMMEDIATE RELEASE 

NOTE TO EDITORS: Thls news release reflects the earnings report of FPL Group, InC. 
Reference to the corporation and its earnings or financial results should be to "FPL Group" and 
not abbreviated using the name "FPL" as the latter is the name/acronym of the corporation's 
electric utility subsidiary. 

FPL Group announces solid first quarter earnings for 2009 
NextEra Energy Resources reports strong results 
Difficult economy continues to challenge Florida Power 8 Light Company 
FPL Group raises adjusted earnings per share expectations to a range of $4.20 to $4.40 
for 2009 and $4.65 to $5.05 for 2010 

JUNO BEACH, Fla. - FPL Group, Inc. (NYSE: FPL) today reported 2009 first quarter net 
income on a GAAP basis of $364 million, or $0.90 per share, compared with $249 million, or 
$0.62 per share, in the first quarter of 2008. On an adjusted basis, FPL Group's earnings were 
$364 million, or $0.90 per share, compared with $305 million, or $0.76 per share, in the first 
quarter of 2008. Adjusted earnings exclude the mark-to-market effects of non-qualifying hedges 
and the net effect of other than temporary impairments (OTTI) on certain investments, both Of 
which relate to NextEra Energy Resources. 

FPL Group management uses adjusted earnings, which is a non-GAAP financial measure, 
internally for financial planning. for analysis of performance, for reporting of results to the Board 
of Directors and as input in determining whether certain performance targets are met for 
performance-based compensation under the company's employee incentive Compensation 
plans. FPL Group also uses earnings expressed in this fashion when communicating its 
earnings outlook to analysts and investors. FPL Group management believes that adjusted 
earnings provide a more meaningful representation of FPL Group's fundamental earnings 
power. The attachments to this news release include a reconciliation of historical adjusted 
earnings to net income, which is the most directly comparable GAAP measure. 

"FPL Group had a very good first quarter, with adjusted earnings per share rising 18 percent 
year over year, largely as a result of strong results from our NextEra Energy Resources 
subsidiary. At Florida Power & Light, we announced proposed investments that will significantly 
improve the electrical system for our customers - specifically, a large-scale deployment of 
'smart grid' technology in Miami, and a new natural gas pipeline to provide increased energy 
securii. As pleased as we are with FPL Group's current results, we are even more optimistic 
about the future. The reason is simple: We believe that the policy climate in the nation is 
trending in a direction highly favorable to power companies with low emissions profiles and 
signifKant clean-energy fleets," said FPL Group Chairman and CEO Lew Hay. 
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Florida Power B Light Company 
FPL Group's rate-regulated utility subsidiaiy. Florida Power & Light Company, reported first 
quarter net income of $127 million, or $0.31 per share, compared with $108 million, or $0.27 per 
share, for the prior-year quarter. The weak economy, however, continued to have a negative 
impact on FPL. Sales declined for the quarter on a yearaver-year basis, as did the average 
number of customers and usage per customer. 

FPL's improved results were driven by a 10 percent reduction in operations and maintenance 
expenses compared to last year's first quarter, with much of that reduction attributable to timing 
of expenses in 2009. In addlion, in March of this year, FPL, along with certain NextEra Energy 
Resources subsidiaries, signed a settlement agreement with the US.  government dismissing 
lawsuits related lo spent nuclear fuel disposal. The total settlement helped FPL Group's net 
income by about 4 cents per share, half of which was at FPL. 

Other key developments: 

In March, FPL filed a rate proposal with the Florida Public Service Commission (PSC) 
that would support investment in improving fuel efficiency, generating cleaner energy 
and enhancing system reliability, while keeping customer bills low. Under the company's 
proposal, the typical 1,000 kilowatt-hour residential customer bill would decrease by an 
estimated $4.92 monthly, or4.5 percent, from $109.55 toblO4.63 on Jan. 1. 2010. This 
bill estimate reflects an increase in base rates that would be more than offset by 
reductjons in the cost of fuel based on Feb. 9,2009 fuel price projections for 2010 as 
well as improvements in fuel eficiency. 
in April, FPL filed a proposal with the PSC for the construction of a new underground 
natural gas pipeline in Florida to meet increasing demand for natural gas as a clean fuel 
for generating electricity while helping to diversify and secure the state's access to 
natural gas suppiies. The pipeline, approximately 300 miles long, is proposed for 
construction in the eastem portion of the state from Palm Beach County in the south to 
Bradford County in the north. 
Also in April, FPL announced its "Energy Smart Miami" initiative. The initiative has the 
potential to be the most extensive and holistic smart grid implementation in the country. 
The backbone will be the deployment of more than 1 million advanced wireless "smart 
meters" to every home and most businesses in Miami-Dade County, which will be 
connected by a two-way wireless network, along with expected pilot programs invoking 
renewable energy integration, deployment of plug-in hybrid electric vehicband 
consumer technology trials of in-home energy displays and home energy controllers. 

NextEra Energy Resources 
NextEra Energy Resources, the competitive energy business of FPL Group with generating 
facilities in 25 states and Canada, reported first quarter net income on a GAAP basis of $252 
million, or $0.62 per share, compared with $164 million, or $0.41 per share, in the prior-year 
quarter. On an adjusted basis, NextEra Energy Resources' earnings were $252 million, or $0.62 
per share, compared with $220 million, or $0.55 per share, in the first quarter of 2008. 

NexlEra Energy Resources' first quarter adjusted earnings per share contribution rose by 13 
percent over the prior-year quarter. These results were driven primarily by new investments, 
specifically new wind generation facilities. Included in this category are the favorable impacts of 
state investment tax incentives and the American Recovery and Reinvestment Act of 2009. 
Adjusted earnings from the existing portfolio, which includes both the contracted and 'merchant 
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As previously announced, FPL Group's first-quarter earnings conference call is scheduled for 9 
a m  EDT on Tuesday, April 28,2009. The webcast is available on FPL Group's Web site by 
accessing the following link, httD://www.FPLGrouD.com/investor/contents/investor index.shtm1. 

I The slides and earnings release accompanying the presentation may be downloaded at 
www.FPLGroup corn beginning at 7:30 a.m. EDT today. For people unable to listen to the live 
webcast, a replay will be available for 90 days by accessing the same link as listed above. 

segments, declined versus the year ago quarter. The contracted segment was down due 
primarily to a refueling outage at me of our nuclear plants this year and lower earnings at one of 
the company's natural gas-fired facilities in the Northeast. Earnings from the merchant assets in 
the Electric Reliability Council of Texas (ERCOT) were down due to softer market CmdtiOnS. 
partially offset by incremental contributions from the company's retail provider, Gexa. The 
merchant assets in the New England Power Pool (NEPOOL) were up 3 cents owing to the 
absence of an un,planned outage that occurred during last y e a h  first quarter. The existing wind 
porlfolio was down compared to last year's first quarter primarily reflecting a weaker wind 
resource. NextEra Energy Resources' results also benefited from an additional equity' 
investment made in its Canadian operations that allowed the company to reduce previously 
deferred taxes. 

In late January, the Public Utility Commission of Texas (PUCT) approved the state's 
Competitive Renewable Energy Zone initiative. a collaborative effort by the PUCT, ERCOT and 
interested stakeholders to deliver more renewable wind energy to customers in the state. The 
PUCT voted to implement an approximately $5 billion transmission build-out, awarding 11 
percent of the total. or approximately $565 million, to Lone Star Transmission, an FPL Group 
subsidiary. Lone Star is expected to add approximately 250 miles of 345 kilovolt lines capable of 
transporting a significant amount of renewable energy from West Texas to the Dallas-Ft. Worth 
area. 

Corporate and Other 
The loss in Corporate and Other declined to $15 million in the first quarter of 2009 from $23 
million in the first quarter of 2008. 

Outlook 
FPL Group believes it IS well positioned for earnings growth and now believes the company Will 
deliver adjusted earnings per share for 2009 and 2010 in a higher range than previously 
announced. For 2009, the new adjusted earnings per share range is $4.20 to $4.40 and for 
2010 the new range is $4.65 to $5.05. Please see the accompanying cautionary statements for 
a list of risk factors that may affect future earnings. 

As always, FPL Group's adjusted earnings expectations assume, among other things, normal 
weather and operating conditions, no further decline in the national or Florida economy, a 
reasonable capital markets atmasphere, and exclude the mark-to-market effect of non-qualifying 
hedges, OTTI, and the cumulative effect of adopting new accounting standards, if any, none of 
which can be determined at this time. 
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Florida Power & Light Company 
Docket No. 080677-El 
SFHHA’s Second Set of lnterrogatoriw 
interrogatory No. 119 
Page 1 of 1 

Q. 
Interrogatories Directed to Ms. Kim Ousdahl: 

Regarding Schedule C-36. For 2009 and 2010, please describe each of the major factors that 
cause the increases in non-fuel operations and maintenance expenses fiom each prior year (2009 
compared to 2008 and 2010 compared to 2009). Your answer should explain why each factor 
contributes to the increase. 

A. 
See Attachment No. 1. 
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Florida Power Light Company 
Docket No. 080677-El 

SFHHA’s Second Set of Interrogatories 
Question No. 119 
Attachment No. 1 

Page 1 of 8 
Interrogatories Directed to Ms. Kim Ousdahl: 

Regarding Schedule C-36. For2009 and 2010, please describe each of the major factors that cause the 
increases in non-fuel operafins and maintenance expenses from each prior year (2009 compared to 2008 
and 2010 compared to 2009). Your answer should explain why each factor contributes to the increase. 

A. Non-fuel O&M Expenses 

Major Factor 
Expense Type ($000) Increase I (Decrease) 

2008 Corporate Total $ 1,306,728 

Base O&M $ 135.912 SeeAttached 
Revenue Enhancement 5 11,454 See Attached 
Other $ (3,770) Less than 3.0%, not material 
Total Increase I (Decrease) $ 143,596 

2009 Corporate Total I 1,450,324 

2009 Corporate Total $ 1,450,324 

Base O&M $ 118.358 See Attached 
Revenue Enhancement $ 1,785 See Attached 
Other 0 (435) Less than 0.496, not material 
Total Increase I (Decrease) $ 119,708 

2010 Corporate Total S 1,570,032 
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Major Factor 
Increase I (Decrease1 Unit (1000) 

2008 Corporate TOW 

Distribution 

Tnnsmkrlon 

Power Generatlon 

I 1,298,526 

(8.9W) 
11.2581 

s 2.184 

2.054 

1,640 

1.523 

1,373 

1,208 

920 
0 10.901 

1 1,210 

950 
500 

435 
1.7w 

1,380 

I 6.175 

$ 9.884 
9,746 
3.492 
(9,322) 

(8151 
I 12,985 

Engineering, Conttructlon. Corp S. E 281 
675 
385 
890 

527 

505 
210 

200 
1201) 

brecasted reduction in customergrowm 
itaff support reductions 
iigherlevel of Storm Secure work 

ncrease is attributed to adivities assodated wllh field s0eNlces functions. The increase is driven 
iimarily by hlgher slamng. trainlng and vehide a t .  
ncrease is atbibuled to adlvllies associated with meler reading, billing and payment prmssing 
undiOns. The Increase k primarily driven by customer growlh and nsw meter €ab. vehicle, 
quipment. maintenance and poslaga expense. 
,nuease is altribuled to adivities associated wllh credk and coliedion fundions to mlirua to 
nhbnize bad deM. Increase is driven primarily by higher staffing, p l a g e .  equipmenland 
nateflal and colledion agency expense. 
Increase Is attributed to support mites expenses assodated with increased adMties to swporl 
cuttDmer selvice hduding mmpiaint handling, wE3omer advocacy. business continuity. 
employee devslopment and quality trahing. 
Increase is albibuled to care wter  expense primarily associated wilh expcled inaeeses in call 
volurm, management and quallty suppofl staK, tekcOmmunlcalioM and maintenance expense. 

Increase in Automated Metering inlrastrudure (AMI) expense driven by wsls associated with the 
w m t  operalional phase of Me project. 
Increase in UncollediMe Accounts Receivable based on w m n t  ecnnomic aasumptims 

Regulatory commitments lhat Cldude telecornmunlcationlsofare l h I I S 8 S  and increased stamng 
required by NERC tor SCC 
VeQetation e x p e n d i s  required to -ply wlm NERC standard FAC. 
Training and recemcation programs to suppwt continuing compliance wilh reliabtlity c4andards 

Pole inspection program and storm hardening required by the FPSC 
COntinUng and addilkanal contilion asressmenffli extension a u i i t i s  a aging Infraslrudure 
and initialives to perform real time statistical analysis of equlpment p e r f m a w  

Trantfw responsibility for Disbibution underbuilt program to Transmission & Substation fmm 
Cistibution 

Strudural Maintenance & Reliability Projects 
West County Energy Center Operational 
Smre r  Unit 4 Pertcrmance Fee 
No overhaul for Scbrer Unit 4 in 2009 
Olher (net) 

Merit Increases impact 
Increase in salaries due lo fdling of vacant positions in 2008 
OBM lmpad of4 new approved posluons 
Increased Maintenance - increase in Subslatbn'Svc Center/Cowier maintenance costs primarily 
driven by fuel and utililiis increases along wilh 11 new substations. 
Fadllty OpUmizatim initialive to maximize uliliiation of existing spa'ce to accommodate needs 

Energy ERhient iniliatives to supporl green Initiative and reduce wsts 
NERC Regulatory requiremenl to upgrade security access 1oTransmission related facilities 

Storm Hardening to address 2008 Strom Ory Run adion items 
Non-rewnhg projsdr from 2008 partially offset by deferred prole& from 2008 
Olher - miscellaneous 
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Major Factor 
U"k ($000) lncmase I (Decrease) 

Nuclear 5 7.700 Innation a1296 

. .. 

Accountlng, Financial 6 Other. 

Human Resourcsr 

Information Management 

.~ 
11.000 
(5,100) 
14.500 
(4 *4w 
(6.500) 
(4.100) 

3,200 
(1.3OOl 

t 15,370 

5 43,818 
2.483 
2,034 

1.516 

(9.WO) 
(4.440) 

(2.833) 

(4.776) 
684 

I 20,486 

s 5.405 

2.969 

10,235 

5.165 

(691) 

5 23,082 

s 4.146 

$ 

1.090 

1,390 

~ ~ 

Regular Payroll (headcoud increase; cperatms pipeline and Fangue Rule impad) 
Ovame Payro.1 (Impad of headcount increase and Fa60uc Rule1 
Discretionary projects 
Shod N o h  OLteger (not budgeted. bul in 2000 actuals) 
Turkey Point Excellence (ramp down ofproiect) 
PSL Spent Fuel Storage Loadlnp Campaigns (not budgeted In 2000 .on y OCCUR as necessav) 

PSL-PTN.ENG Sbm Pro)&s 
omer 

REGIS Environmental Insurance Poiicy commutation payment, only aedlled in 2008 
Payroll A m a t -  Drben by increase In budgeted payroll dollars 
St. Lude Paltldpalicm Credit ~ 2000 credit lower due to differences in the outage schedules 

Centerpoint and Eniergy mutual assistance - Billing for assislance provided during hurricane 
Estimaled DOE SeIlIem8nl ~ credlt budgeted in 2009 
Pension 6 Weifare Credit. increased sredil driven by an inuease in capitalized paymll expenses 
($3,634) and Wl rate (s8oMo vs. 2008.2008 PWTl ratewas 7.36% and 2009 was 7.62% 

AMiale Management Fee ~ DrivM by an inuease In cost pod expenses and an increase in the 
Massachusens Formula allocstim rate 
2008 ~ ~ " S ~ e n n c e  h u a t  
Other 

Medlcab The 2008 to 2WB inaease is being driven by a blended medical tend of 9.28% (12% 
bargaining. 8% nonbargainhg), which is in line with natbnal medical inaeases In trends. FW 
2009, the resulting fwcast was reduced by - 1 1 . 2 ~ .  primarily r&cUng Increased employee 
contributions. 
FAS 112: Primary wit drivers indude adupl disabllii experience, and to a lesserdegr8e 
assump~ors regardinp disCWnl ralea and medical trends. FPL's 2009 expense relleds an 
a m w e  of histaical resutts. 
FAS 8 7  Primary driver of year over year inaease k the Impad of a stgnlficanl WaUve r e m  on 
assets (credl budget) in 2008 as well as the impact g a union arbihalion decided in October of 
2008. These factors were offset by an expected increase in the discount rate. 

Corporale InmUvB Program: 2008 to 2000 W6t drivers indude employee headmunt. merit and 
mark& pay increases. as wen as caporate. business unit and individual performance againsl 
established performance indicatm. 

Mainly driven by a deuease In FAS 106 Reme Med id  (dk.10 fewarel'iibk emloyees) 
and omer niscsllaneous items. ornet by an lnoease In Workers' Comp (dw to lowered 
expiation of semed daims). 

Represents the 06M component for the semnd yew of the Future Enterprise NBtWOrk 
Architecture projed (FEW). The Increase in O6M fmm 2008 can be mainly aurbuled to the need 
of drarn redundancy wiih cs&r diversity sewices requlred duttng the implementalion Stages to 
reduca the risk of nelwork outages at critical sites such as data centers, nudear plants. Care 
centers. and dbpatch centers while ourwide area neiwork is being upgraded. There is a b  
professional services and equipment maintenance included in Hi increase. 

Increase represents the consulUng sewica assodated wUh two Information security inMatiMs in 
2009: (a) Information Sew PTovialoning tool rep la~1~4 (t340k) to eliminale me current 
system iimbllons. manual work and munple inteffaca required to wmplete syslem requests: 
and (b) Identity Management Role Based b; Process Re-engheertng ($795) to streamline the 
current BCCBSS mnirol admlnlsiration pmcess which is highly custo&€d and requires extensive 
human intervengon and a b  makes it dfflcull lo evaluute secwily k u e s  such as Segwalion of 
@utiesviolsliom (SOD). 
Mainly anributed io theuuiity portion new maintenance WnbaEtS assodated wlth the Nuclear 
Asset Management (NAMS) sohare as part of the current implementarwn 
Standard HR cwnpensation program as well as projected increase in headcount to be able to 2.232 

--mmtm--iterpn5e proteas ____ 
354 MiSC 

I. 0 9 4 2  
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,. 
Major Factor 

Unit ($000) Increase I (Decrease) 

Financlal Business Unit 

Regulatory Affairs 

General Counsel 

Stralegy. Policy, m d  Bus Proc 

Other Base O&M 

2008 Corporate Total 

Total Variance 2008 vs. 2009 

I 1,184 

3,171 

2.500 Greater e x e c u h  mlsmHanwus expense. 
7.182 

221 

Greater nuclear liability insurance due to higher projected premium and lower projecled nuclear 
liability and other distributions in 2009. 
GrealerexecuGi SERP thMI program and Board of Diredor pension program attributable to 
anlkipated growth in FPL stock price. 

Greaternudear pper ty  inwranm due to m e r  disttiLwtions. addlionel siorm Dremium, a d  sile 
loss penalty Included in 2009, 
Greater executive indusby dues. $0.5 mil and greater audit and professional fees. $0.6 mil. 
parUaUy offset by dismnlinuation of the Research and Development program. S(O.2) mn. tmnskr 
of responsibility for printhg and hJRUment of annual report to Marketing & Communications. S(O.3) 
mll. and net favorable other. S(0.4) mil. 
Greater exearlive dekrred wmpensalion due to anticipated gmwth h dock market invegtments 
and prcjeued increases in exewtive stock awards, elso greater executive admirrassistant 
salarm. partially offset by laver executive inwnlbes. severanw. and relocation. also greater 
credits for the execuli i portion ofthe affiliate managemeni fee. 

3,345 

5 f7.682 

5 2.752 Rate Case expenses Incurred 
1,420 RegulatDry Affairs Department annualized inaemenlal payoli for 11 neW~pOsNiOnS 
( i o n  Net other mlnor Items 

t 4,OSS 

s 737 Payroll. Headwunt iMeiLFes - $WOK. Under in head wunt in 2008 - $242. inc=?nih. merit 
increases and raises - S635K 

(336) Office & Employee Related, Rasponse to economic down turn by redwing travel. entertainment. 
lhid party training and redudon of of& arpenses. 

(491) Outside Servims. Increased d a m p  levels win enable FPL allomeys to handle matters proviousi~ 
assigned to outside counsel. 

2.474 lnjuriea and Dam&. Due lo an inuease in the Self-insured retention from 5 2 million Lo $3 
miNion In 2009. the budget was Increased in anddpatian ofthese inwasad mdp. Our claims 
deparlment calculated an annual impad of $2 m i l M  dollars. The remainder of lhe i m a s e  is to 
bring lhe budget up lo the normalized level as 2W8 was an unurualty kw year. 

s 2,381 

5,101 The R740OD ir, a new business unit. Three seulons. SecurW, Aviation and Environmental 
Services. were prevlously under different business u n k  and two new sedm. Owrational 
€xm!&nce and Strategic Inlt iath. were mmbined to form the Slrategy. Policy and Business 
P roms  Improvement business unit. . The salary variance of 53,377,191 is mainiy due to new personnel In Sbategic Initiatives and 
Opmtionai ExmPenm 81, well as pay increases in the other sedions. 

are higher, new software fw Security, &catbn and soRwam wt for Strategic initiatives and 
Operatlyal Excellence. 
e l h e  outside services employed vatianm of $912,764 is mainly due to a dass8wUon change 
between 2000 and 2009. 
*The ~ I i a n e o u s  general expense vatiance of $713.755 1s mainly due to EnvLOmentai 
LiabiliUes Reserve (ELR). 
.The maintenane of general plant ntiance $143.567 b malniy due lo general airuaR 
maintenance cost increases. 

The ofnm suppris and expenses vilrianm of 51,352,613 is mainly due lo a imR fuel expenses 

t 6,101 

5 299 Less than 0 2 %  of Increase. not material 

5 1,434,438 

5 135,812 
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Major Factor 
Unit ($000) Increase I (Decrease) 

2008 Corporate Total S 16,275 

Customer Service 

Other 

2009 Corporate Total 

10,895 This increase in O&M is due to the planned growth in the Performance 
Contracting business. Performance Contracting is planning to increase 
sales revenue by 60% in 2009 vs. 2008. The projected increase in O&M is 
l o  support the planned growth. 
This increase in O&M is due Drimarilv to the administrative expense 590 
related to supporting the business g&wth. 

$ 11,485 

S (31) Less than 0.3% of increase, not material 

f 27,729 

Total Variance 2008 vs. 2009 S 11,454 
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Major f a d o r  
Unit (Moot Increase I (Decrease) 

2009 Corporale Total S 1,434,438 

Distribution 5,100 Forecasted hamse incvsbmergrowih 
6.600 
(2,451k Staff ouppolt mdudions 

s 9,249 

HWm We! ol Slm Secure W 

 custom^^ SerYIce 8 (5.78'3) 

4,765 

2,406 

Decrease Is attrkuled to I- uncdledib)a ex+%ws. This impmvemam is driven by the 
wontinued applicalion of credil and milmims m r c e s  lo mlnlmize bad deb4 
Increase is anributed lo me 6-1 year of fullacalc deploymat ot Me Automated Metering 
Inhastrudum program (2010). 
Inorease b atwauted to aukmu a~~oci@ed wim meter reading. blning and payment 
Prcesslng functions. The hcrease b warily &hen by customer mmhh and new meter 
sets, vchde. equipment, mslntenance. postage expense and conb-alizalion d key auivlmes. 
This expense k parualw on& by savings associated Mm Advancsd Metering Infrasludure. 
hruearsis a m e d  to aUbiWa urocialed wih lield S B N b S  lunctions. The lnuease is 
driven primamy by rlafIW, Waidng and vehicle wst 
Increase is attributed lo a m  center expanse pimanly associaled with expcded inaeaSE8 in 
call volume. management and quality support mff, telemrnmwkationr and malnlenanca 
expense. 
InDeaSe k amibuled to w r t  wviDes expenses assocfaled wilh increased adiviUes to 
ruppatcustomerre~b incldhg cylllomeriyIyocacy. b u r i n e s ~ n u i l y .  employee 
development and Dyling and payment opnons devebpnent 
Increase Is mkbuled to &ll and ~ ~ k o t i ~  ad1wne.s lo mhimke bad W expanse This 
incr6aae is asscdaled win e n l u n c e w  lo the aedR and wlledlons model. and WilectBn 

2.158 

1,637 

1,143 

832 

agency expena 
s 6,858 

Transmission 

Power Denenlion 

9,943 The primary mrt d r i m  offhe variance ae inimativea associated wih NERC reliability 
standards and FPVr reliablllly enhancement p m g m  cnn~butes to the Inonase in potected 
expend(ures for 2010. This indudes dev+lopmMl and implcmentaUcn Ot PmQramS, standard 
modules. -ems4 a m .  seif-ussessmenls. training and m c a U o n  pognms. reliabilty 
studies. and support lar mnwuing mnpuvlca wih NERC reliaWity standards. 

Addifma1 mnditim assessment and life exiension aclivities for Prolwtion and Conbol 
equlpnsn\ and new and expanded w'dmiing and rec&lf8cabn programs also -1 lor 
projected inaeasesfor 2 O l O M r T r a n ~ I n  ObM. 

1.500 

543 Other 
I 11,386 

s 10,178 Scherer Unit 4 Semi Annul OvarhaUl 
9.172 WePtColnhl Enemy Center OpRatlonal 
3.213 Payroll b RouUne PtaintenanSB (Inflation) 
1,657 SCheFer mshtenance iwaease baosdm w i m  a ~ s m e n l  
1,200 SJRPP rnaintmanm bared on mndition psbeswnent 

(4.490) Scherer Pwformsnca Fee (reduced) due to overhaul 2010 
(6,113) SlrUUufaI Maintenam b Reliability Pimject. reduced lo isvol d!UaM by condim 

assessmenl 

Engineering. Constlryctlon, Corp SI (1,724) Non-recurfh proieUs frwn 2009 partidly met by CPI gnmih f o ~  expanses and merit 
imases  

s (1,7241 

s 8.000 Inflation at2% 
8.700 Regular P=yroll (headcount mcrease: additim operations pipsline and FaUw Rule Impact) 

(14PW) 

6.1 W 
6,OW 

4.800 PSL-PTN-ENG Stauon Prqeds 
3.700 m e r  

N o w n i n g  discretmry pmlecls (2009 tudget only) 

C I W e  R e s m s  (Mure years' scope driven) 
PSL Spenl Fuel Stwage Loading Camplgns (not budgelej in 2 m  ~ only o c ~ 5  as 
n-sary) 

5.000 NRCFBe6 

. . fi;s2c------------------------------ - 
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Page7of8 Non-Fuel DhM Expenses 
(Base 0 8 M )  
2009 -2010 

wor  Factor 
Unit ($000) Increase I (Decrease) 

ACCOUn1ing. Financial 6 Othw S (12.200) 

(4.093) 

lnfonnatlon Management 

Financial BYsinOIS Unit 

(2.6031 

1.oio 
9.000 
(1.317) 

f (10,203) 

I 12.400 

19.957 

4 . m  

2,4W 

2.885 

I 42,021 

f 6.358 

4.047 

(irl8l 
5 10,251 

2497 

1.164 
1.230 

924 

741 
$ 6,556 

f (2.721) 
500 
318 

PensiDn a Welfare Credn ~ increased wed) driven by an herease h capitalued paymll 
w n s e s  ($1.892) and PwTl rate (510,338) vs. 2008.2W9 Mi rate was 7.82% and 2010 
Vas 10.71 % 
Affiliate Yanapemeni Fee - Driven by an hmse in wst pwl expenses and an inwea$e in 
the MarPachweHs Formula a t i o n  rate 
St  Lucie Pampation Credit - Z W B  aedn Iwer due to dinesencm in the outaae ~ e d u l e s  

Payroll A m a l -  Driven by imnasa in budgeted payroll ddars 
DOE Settielament. wedl budgeled In 2009 
m e r  . 

T k  increase is driven by greater m e d i i  &ces m?k as well as pjeched inaeases kr Re 
enrolled populirifon. 
F A S 8 l : T h e y e a r o v o r y ~ ~ 0 ~ ~ i ~ ~ ~  amoNza~of the 
SWicard negative investment retvms f r m  2098 which uil mntime to impad me FAS 87 
evalualbn until 2014. The forecast assumes the d u a l  reblm in 2010 will equal the Plan's 
lono Lwm assumption OT 7.75%. 
4 M k  me Lwo primary drivers of the increase indude: changes in populatbn (both number 
PamcipaUng and we1 of mnlributi0n.s) and changes to employes base pay. In additbn. lhere 
is a b  a pmleded $2 milllon dollar increase in 20iO forthe planned WplemenWQn of a u b  
enroll katura. 
Lon3 Term Imntiw Prqrama: The 2010 budgel indudea continued molllraUon of priw 
year grants mer the ve&g periods and amd7dtiM d grants planned (or 2010 la retentinn 

DDvr Main d h r s  In- an ln-se in Dental (mainly driven by an 8% trend). an inweass 
lo the CorpaalE lncentivs Program (bared on expected mmpgly PeJfOnanca and emFWee 
headmunt). and an hcrease of programs in Olhm Benetlts. 

and -Mve Pay PUQOWS. 

P m  inM- of $1 .9 for ncnexeculhs new posili~s. merit. relocation reaul0ng. and 
annual born= and $0.8 mil fw greater exswtive paymil. mwit and a m d  lncanhve bonus. 

Greataraudk bank and pm!assiaw b. 
Greater liabilny -rage for FPL's liability exposum rslatsd M a  nudear enerrly hazard. INrd 
parQ m t i l l ~ ,  ard dlreCtors and mcem liwrance. due to M eweled h-6~ in c a p e .  
m a h a  mndims. and nature of Re mmpanys bushes and loss hlstw. S I  .O. Greater non- 
nudearpmperiy inw-. $0.4 mil. partiauy OHId by I- &m related slle loss 
€xFerimt=e m w .  S(O.2). 
Prcjected increase in uecutive SIC& based canpenaatim zwatds m a H y  driven by 
relent is and infiatim. and prcjeded Increase in me exe%uttve deferred cornpenration 
balance dmen by 
@!an of the Affiliste Management ree due io the change in the MmsachUSetVi fwmula rate 
from 32.36% to 34.24%. as well as due to additional services needed to s u m  the affiliate 

market g m  pmleckms. largeh, ornet by increase in Executive 

gmwth at FPLE. 
m e r  

Lesn h 2.0% d i n m e .  not material 

2010 Corporate Total $ 1,552,796 

Total Variance 2008 vs. 2010 $ 148.358 
.~ __- 
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Major Factor 
Unit ($000) Increase I (Decrease) 

2009 Corporate Total S 27,729 

1,567 Customer Service This increase in O&M is due to the planned growth in the Performance 
Contracting business. Performance Contracting is planning to increase 
sales revenue by 6% in 2010 vs. 2009. The projected increase in OBM is 
to support the planned growth 
This increase in O&M isdue primariiy to the administrative expense 
related to supporting the business growth. 

218 

$ 1,785 

2010 Corporate Total S 29,514 

Total Variance 2009 VS. 2010 S 1,785 
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Q. 
Regarding Schedule (2-35 for the 2010 test year. Of the data that appear in this schedule, please 
identify which amounts are capital and which are expenses for each year provided and separately 
identify the amounts that should be included in base rates and the Company's various riders for 
each year. 

A. 
MFR C-35 line 3 - Gross Payroll - See Attachment No. 1 for the requested breakdown of 
amounts that appear on MFR C-35 line 3. The source ofthe amounts provided on MFR C-35 line 
3 for 2006 through 2008 is the FERC Form 1, which provides an accounting view of costs 
classified as payroll. The source ofthe amounts provided on MFR C-35 line 3 for 2009 and 2010 
is the FPL corporate budget system, which provides a management view of payroll. For 
comparability across years, the response to this interrogatory is from the FPL corporate budget 
system for 2006 through 2010. 

MFR (2-35 Fringe Benefits -- See Attachment No. 2. 
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FPL Utility 
Gross Payroll 

0 8 M  Expenses Capital Other Total 
. Base Clause Base Clause 

Year Recoverable Recoverable Recoverable Recoverable 

2006 $ 637,917,353 $ 19269.821 $ 188,940,360 $ 1,178,469 $ 9,496,054 $ 656,802,058 
931,715,097 2007 686,304,937 21,691.062 210,673,988 879,986 12.160.124 

2008 714,860,295 22,416,627 21 6,755,824 1,250,731 13,685,927 968,969,403 
2009 722,471,814 27,748,103 243,763,197 3,956,811 9,274,829 1.007.214.554 
2010 765,261,494 27,867.388 254,621,125 5,269,533 9,630,794 1,062,650,334 
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Docket No. 080677-Ei 
Adj. to Reflect Productivity G ~ I ~ S  
Exhibit_(LK-il), Page i of 2 

FLORIDA POWER AND LIGHT 
SFHHA ADJUSTMENTS TO REFLECT PRODUCTIVITY GAINS 

TEST YEAR ENDING DECEMBER 31,2010 
(S MILLIONS) 

Source: Response to SFHHA Interrogatory No. 297 and Burea of Labor Statistics website 

Assumed 2.0% Annual Productivity Factor Based on Historical Data Presented Below 

O&M Base Recovery Payroll 2010 

08M Productivity Productivtty 
Amount Factor Reduction 
765.261 0.0404 (30.917) 

O&M Payroll Tax 2010 - Sch C-20 49.384 0.0404 (1.995) 

O&M Base Recovely Fr. Benefits 69.286 0.0404 (3.607) 

Total Productivity Reduction (36.5191 

BLS Productivity Statistics 
Series Id: PRS85006093 I 1 
Duration: index, 1992 = 100 
Measure: Output Per Hour 
Sector: Nonfarm Business I I  
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FLORIDA POWER AND LIGHT 
SFHHA ADJUSTMENTS TO REFLECT PRODUCTIVITY GAINS 

TEST YEAR ENDING DECEMBER 31,2010 
($ MILLIONS) 

Computation of Fringe Benefits 
SFHHA Interrogatory No. 297 

Life Insurance 
Medical Insurance 
Pension Plan 
Employee Savings Plan 
FICA - SB PIR Tax 
Fed 8 St Unemployment - SB PIRTax 
Worker's Comp 
Educational Assist 
Employee Welfare 
OPEB (SFAS 106) 
Post Emp Disability Benefit 
Dental Insurance 
Nuclear Child Development Center 

Total 

Base Recovery Amount 

08M Payroll 
Base Recovery Gross PR per No. 297 
Clause Recovery Gross PR per No. 297 
Total O&M Payroll 

2010 
Fringe O&M 
Reflected 

on 
e 9 7  

1.058 
69.572 

-38.982 
23.802 
52.578 
0.937 
6.393 
1.193 
2.893 

16.428 
5.294 
4.649 
0.237 

146.052 

765.261494 96.5% 
27.867388 3.5% 

793.128882 100.0% 

2010 
Fringe O&M 

Without 
PR 

Taxes 
1.058 

69.572 

23.802 
-38.982 

6.393 
1.193 
2.893 

16.428 
5.294 
4.649 
0.237 

92.537 

89.286 
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FPL Resp. to SFHHA Int. No. 240 
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Florida Power & Light Company 
Docket No. 080677-E1 
SFHHA's Fifth Set of Interrogatories 
Interrogatory No. 240 
Page 1 of2 

Q. 
Regarding Testimony of FPL Witness J. A. Stall 

Regarding page 39:l-9 and Exhibit JAS-10. Please provide a detailed explanation of the reasons 
for the increase in annual O&M expenditures for St. Lucy and Turkey Point in the 2010 and 
201 1 plans as compared to 2008 actual expenditures. 

A. 
FPL's increase in annual O&M expenditures for 2010 and 2011, compared to 2008 actual 
expenditures, is approximately $43.5 million and $59.0 million, respectively. The major drivers 
of the variance are categorized as follows: 

- 2010 

Nuclear Division Staffing n e  increase is comprised of the following components: Year-to-year 
merit increases for Nuclear Division employees and an increase in staffing to address Operations 
stafiing needs and Maintenance and Engineering College Program. The increase attributable to 
merit increases is approximately $6 million, and staffing increase is approximately $18.5 million. 

NRC Licensinrr and Insoection Fees: The NRC has significantly increased the fees FPL must pay 
as a result of the nuclear units being regulated by the NRC. NRC licensing fees are charged at a 
per unit rate and inspection fees are charged at a per hour rate for services required. The increase 
is approximately $4.9 million. 

Outages: Included in this variance are changes in actual costs associated with differences in the 
number and scope of refueling outages for St. Lucie and Turkey Point nuclear units in the two 
comparison years (2008 and 2010). The increase is approximately $7.9 million. 

Proiects: Projects are scopedriven and expenditures will vary from year to year. The net 
increase attributable to projects is approximately $3.8 million. See documents provided in FPL's 
response to SFHHA's Fifth Request for Production of Documents No. 71 for a list of projects. 

Materials & Suoolies: The increase is associated with costs for material and supplies to support 
daily maintenance activities and write-off of obsolete inventory due to equipment upgrades not 
related to the uprate projects. The increase is approximately $2.1 million. 
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Exhibit fLK-121. Paae 2 of 2 

Florida Power & Ligbt Company 
Docket No. 080677-E1 
SFHHA's Fifth Set of Interrogatories 
Interrogatory No. 240 
Page 2 of 2 

2011: 

Nuclear.bivision Staffme: The increase is comprised of the following components: Year-to-year 
merit inoreases for Nuclear Division employees and an increase in staffing to address Operations 
staffing''5eeds and Maintenance and Engineering College Program. The increase attributable to 
merit increases is approximately $9.1 million, and staffing increase is approximately $23.3 
million. 

,.: 

, i  ' >  ..'* 

-The NRC has significantly increased the fees FPL must pay 
as a result of the nuclear units being regulated by the NRC. NRC licensing fees are charged at a 
per unit rate and inspection fees are charged at a per hour rate for services required. The increase 
is approximately $7.2 million. 

Outaees: Included in this variance are changes in actual costs associated with differences in the 
number and scope of refueling outages for St. Luck and Turkey Point nuclear units in the two 
comparison years (2008 and 201 1). The increase is approximately $15.1 million. 

Materials & Sumlies: The increase is associated with costs for material and supplies to support 
daily maintenance activities and write-off of obsolete inventory due to equipment upgrades not 
related to the uprate projects. The increase is approximately $2.6 million. 
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FPL Resp. to SFHHA Int. No. 291 
Exhibit JLK-13). Page 1 of 24 

Florida Power (L Light Company 
Docket No. 080677-El 
SFHHA's Tenth Set of lnterroaatorles 
Interrogatory No. 291 
Page 1 of 1 

Q- 
Please provide. a monthly history of nuclear production full time equivalent employees by 
department and in total for this function from January 2006 through December 201 1 and provide 
an explanation for any year to year change (December to December) exceeding 2% in total for 
this function. For 2009, the Company should provide this information on a budgeted basis and 
on an actual basis for those months with actual data. 

A. 
See Attachment No. 1. 
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FPL Resp. to SFHHA Int. NO. 291 
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Florida Power 8 Light Company 
Docket No. 080677-El 
SFHHA's Tenth Set of interrogatories 
Question No. 291 
Attachment No. 1 
Tab 1 of 6 

Rate Case Interrogatory #291 
Year over Year Increase 

Full Time Regular Employees X Increase 
2006 Actual 1.689.5 
2007 Actual 1.768.5 4 7% 
2008 Actual 1,888 5 6.8% 
2009 Actual & Budget 2.011.5 6 5% 
2010 Budget 2,071.0 3.0% 
201 1 Budget 2.115.8 2 2% 

Chanqes from 2006-2007: 
FPL added staff to anticipate and ultimately compensate for attntion and 
retirements. 
As part of the FPL Professional Training Pipeline, FPL had formed partnerships 
with both the Indian River State College and the Miami Dade Communlty College 
to train the next generation of workers, and has commttted lo accepting a fixed 
number into the Apprenticeship Program each year. Employee inaeases during 
2007 resulted from this program, plus dedicated air conditioning maintenance 
employees (displacing contractors), as well as authorized increases in Nuclear 
Engineering to a l i n  with the standard Reet organization model based on the size 
of each station. 

Chanqes from 2007-2008: 
The maioritv of emDlovee increases during 2008 were driven by the "pipeline". 
FPL inckaled the 'number of plant woke& to allow for a smooth transition as 
experienced workers retire, while also preparing for anticipated industry growth 
over the next 10 years. Many of those hired were for licensed operator classes 
where employees are trained fw  extensive time frames prior to becoming 
productive. Other drivers included Capacity Clause security positions and project 
bound employees for a new major capital project (Extended Power Uprate) (payroll 
dollars for Capacity Clause and Extended Power Uprate are included in their 
respective Docket filings). 

Chanqes from 2008-2009: 
The main drivers for each of the projected years is the Apprenticeship Program 
and Operations training pipeline. During 2009 only FPL also expects to hire 
additional project bound positions to support the new major capital project 
referenced for 2008, which is expected to last into 2013. 

Chanaes from 2009-2010: 
The main drivers for each of the projected years is the Apprenticeship Program 
and operations training pipeline. 

Chanqes from 2010-2011: 
The main drivers for each of the projected years is the Apprenticeship Program 

YoY Compare Page 1 of 16 
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FPL Resp. to SFHHA Int. No. 251 
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2006 Actual 

Florida Power &Light Company 
Docket No. 080677-El 
SFHHA's Tenth Set of Interrogatories 
Question No. 291 
Attachment No:,'! 
Tab2 of6 . ..: 

.. . .  

BRC Description Ledger Date Emp.Type EmpStatus Actual 
R01044 - ENGINEERING SUPP SVC 200601 Exempt Regular Bi-weekly Fixed 53 

200601 Non-Exempt 
200602 Exempt Regular 
200602 Non-Exempt 
200603 Exempt Regular 
200603 Non-Exempt 
200604 Exempt Regular 
200604 Non-Exempt 
200605 Exempt Regular 
200605 Non-Exempt 
200606 Exempt Regular 
200606 Non-Exempt 
200607 Bargaining 
200607 Exempt Regular 
200607 Non-Exempt 
200608 Exempt Regular 
200608 Nm-Exempt 
200609 Exempt Regular 
200609 Non-Exempt 
200610 Exempt Regular 
200610 Non-Exempt 
200611 Exempt Regular 
200611 Non-Exempt 
200612 Exempt Regular 
200612 Non-Exempt 
200601 Bargaining 
200601 Exempt Regular 
200601 Non-Exempt 
200602 Bargaining 
200602 Exempt Regular 
200602 Non-Exempt 
200603 Bargaining 
200603 Exempt Regular 
200603 Non-Exempt 
200604 Bargaining 
200604 Exempt Regular 
200604 Non-Exempt 
200605 Bargaining 
200605 Exempt Regular 
200605 Non-Exempt 
200606 Bargaining 
200606 Exempt Regular 
200606 Non-Exempt 
200607 Bargaining 

. 200607 Exempt Regular 

R01905 - ST LUClE PLANT 

Bi-weekly Fixed 
Bi-weekly Fixed 
Bl-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Bl-weekly Fixed 
Bl-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fxed 
Bi-weekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Biweekly Fixed 
Bi-weekly Fxed 
Biweekly Fxed 
Biweekly Fxed 
Biweekly Fixed 
B i e k l y  Fxed 
Bi-weekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Biweekly Fixed 
BI-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 

3 
53 
3 

52 
3 

40 
3 

48 
3 

48 
3 
4 

49 
3 

49 
3 

49 
3 

49 
3 

50 
3 

51 
3 

252 
340 
46 

254 
341 
45 

257 
340 
45 

257 
345 
45 

264 
350 
46 

266 
350 
45 

263 
358 
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Florida Power & tight Company 
Docket No. 080677-El 
SFHHA's Tenth Set of Interrogatories 
Question No. 291 
Attachment No. 1 
Tab 2 of 6 

2006 Actual 

BRC Description Ledger Date Emp.Type 
200607 Non-Exemot 

R01908 - PTN STATION 

200608 Bargaining 
200608 Exempt Regular 
200608 Non-Exempt 
200609 Bargaining 
200609 Exempt Regular 
200609 Non-Exempt 
200610 Bargaining 
200610 Exempt Regular 
200610 Non-Exempt 
20061 1 Bargaining 
260611 Exempt Regular 
200611 Non-Exempt 
200612 Bargaining 
200612 Exempt Regular 
200612 Non-Exempt 
200601 Bargaining 
200601 Bargaining 
200601 Exempt Regular 
200601 Non-Exempt 
200602 Bargaining 
200602 Bargaining 
200602 Exempt Regular 
200602 Non-Exempt 
200603 Bargaining 
200603 Bargaining 
200603 Exempt Regular 
200603 Non-Exempt 
200604 Bargaining 
200604 Bargaining 
200604 Exempt Regular 
200604 Non-Exempt 
200605 Bargaining 
200605 Bargaining 
200605 Exempt Regular 
200605 Non-Exempt 
200606 Bargaining 
200606 Bargaining 
200606 Exempt Regular 
200606 Non-Exempt 
200607 Bargaining 
200607 Bargaining 
200607 Exempt Regular 
200607 Non-Exempt 
200608 Bargaining 

Emp.Status Actual 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
BI-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
.Biweekly Fixed 
Biweekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Daily Variable 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Daily Variable 
BI-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Daily Variable 
Bl-weekly Fixed 
Biweekly Fixed 
Bi-weekiy Fixed 
Daily Variable 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Daily Variable 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Daily Variable 
Bi-weekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Daily Variable 
Bi-weekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 

- 
46 

265 
363 
45 

264 
363 
44 

262 
372 

45.5 
264 

374.5 
44.5 
264 

372.5 
45.5 
272 

0 
354.5 

50 
283 

0 
354.5 

49 
294 

0 
355.5 

49 
303 

0 
356.5 

49 
301 

0 
357.5 

48 
310 

0 
355.5 

40 
31 2 

0 
357.5 

47 
313 
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2006 Actual 

Florida Power & Light Company 

SFHHA's Tenth Set of Interrogatories 
Question No. 291 
Attachment No. 1 
Tab 2 of 6 

Docket No. 080677-El 

.. . 
.; . .  

BRC Description Ledger Date Emp.Type EmpStatus Actual 
200608 Baraainina Dailv Variable 0 
200608 Exempt <;?gular 
200606 Non-Exempt 
200609 Bargaining 
200609 Bargaining 
200609 Exempt Regular 
200609 NokExempt 
200610 Bargaining 
200610 Bargaining 
200610 Exempt Regular 
200610 Non-Exempt 
20061 1 Bargaining 
20061 1 Bargaining 
20061 1 Exempt Regular 
200611 Non-Exempt 
200612 Bargaining 
200612 Bargaining 
200612 Exempt Regular 
200612 Non-Exempt 
200601 Exempt Regular 
200601 Non-Exempt 
200602 Exempt Regular 
200602 Non-Exempt 
200603 Exempt Regular 
200603 Non-Exempt 
200804 Exempt Regular 
200604 Non-Exempt 
200605 Exempt Regular 
200605 Non-Exempt 
200606 Exempt Regular 
200606 Non-Exempt 
200607 Exempt Regular 
200607 Non-Exempt 
200606 Exempt Regular 
200608 Non-Exempt 
200609 Exempt Regular 
200609 No-Exempt 
200610 Exempt Regular 
200610 Non-Exempt 
20061 1 Exempt Regular 
200611 Non-Exempt 
200612 Exempt Regular 
200612 Non-Exempt 
200601 Exempt Regular 
200601 NokExempt 

R31600 - NUCLEAR OPERNS SUPPT 

R64525 - VP TECH SERVICES 

Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Daily Variable 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Daily Variable 
61-weekiy Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Daily Variable 
Biweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Daily Variable 
Bi-weekiy Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weeMy Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bl-weekly Fixed 
Bi-weekly Fixed 
Bkweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekiy Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bbweekly Fixed 

348.5 
48 

313 
0 

361.5 
47 

309 
0 

360.5 
50 

305 
0 

358.5 
53 

300 
0 

360.5 
50 
20 
1 

20 
1 

19 
1 

18 
1 

17 
1 

16 
1 

17 
1 

16 
1 

17 
1 

1 
18 
1 

18 
2 

100 
10 

18 
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2006 Actual 

Florida Power & Light Company 
Docket No. 080677-Ei 
SFHHA's Tenth Set of Interrogatories 
Question No. 291 
Attachment No. 1 
Tab 2 of 6 

BRC Description 

R64725 - VP PLANT SUPPORT 

Ledger Date Emp.Type 
200602 Exempt Regular 
200602 Non-Exempt 
200603 Exempt Regular 
200603 Non-Exempt 
200604 Exempt Regular 
200604 Non-Exempt 
200605 Exempt Regular 
200605 Non-Exempt 
200606 Exempt Regular 
200606 Non-Exempt 
200607 Exempt Regular 
200607 Non-Exempt 
200608 Exempt Regular 
200608 Non-Exempt 
200609 Exempt Regular 
200609 Non-Exempt 
200610 Exempt Regular 
200610 NokExempt 
20061 1 Exempt Regular 
200611 Non-Exempt 
200612 Exempt Regular 
200612 Nm-Exempt 
200601 Exempt Regular 
200601 Non-Exempt 
200602 Exempt Regular 
200602 Non-Exempt 
200603 Exempt Regular 
200603 Non-Exempt 
200604 Exempt Regular 
200604 Non-Exempt 
200605 Exempt Regular 
200605 Non-Exempt 
200606 Exempt Regular 
200606 Non-Exempt 
200607 Exempt Regular 
200607 Non-Exempt 
200608 Exempt Regular 
200608 Non-Exempt 
200609 Exempt Regular 
200609 Non-Exempt 
200610 Exempt Regular 
200610 Non-Exempt 
200611 Exempt Regular 
20061 1 Non-Exempt 
200612 Exempt Regular 

-__ 
Page 5 of 18 

Emp.Statur Actual 
Bi-weekly T ied  
Biiweekly Fixed 
Biiweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekJy Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bibweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bl-weekly Fixed 
Bkweekiy Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Biweekly Fixed 

- 
99 
10 

104 
10 

106 
10 

106 
10 

105 
10 

106 
9 

107 
9 

106 
8 

106 
8 

106 
8 

104 
8 

27 
3 

27 
3 

27 
3 

26 
3 

27 
3 

30 
3 

28 
3 

29 
3 

28 
3 

29 
3 

29 
3 

28 
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2006 Actual . .  
Florida Power 8 Light Company 
Docket No. 09,0677-El 
SFHHA's Tenth Set of Interrogatories 
Question No,'291 
Attachment NO. 1 
Tab 2 of 6 

BRC Description Ledger Date Emp.Type EmpStatus Actual 
200612 Non-Exemot Bi-weeklv Fixed 3 

R65200 - VP SAFETY ASSURANCE 200601 Exempt Regular Biweekly Fixed 
200601 Non-Exempt Bi-weekly Fixed 
200602 Exempt Regular Bi-weekly Fixed 
200602 Non-Exempt Bi-weekly Fixed 
200603 Exempt Regular Bi-weekly Fixed 
200603 Non-Exempt Bi-weekly Fixed 
200604 Exempt Regular Bi-weekly Fixed 
200604 Non-Exempt Bi-weekly Fixed 
200605 Exempt Regular Bi-weekly Fixed 
200605 Non-Exempt Bi-weekly Fixed 
200606 Exempt Regular Bi-weekly Fixed 
200606 Non-Exempt Bi-weekly Fixed 
200607 Exempt Executive Biweekly Fixed 
200607 Exempt Regular Bi-weekly Fixed 
200607 Non-Exempt Biweekly Fixed 
200608 Exempt Executive Bl-weekly Fixed 
200608 Exempt Regular Bi-weekly Fixed 
200608 Non-Exempt Bi-weekly Fixed 
200609 Exempt Executive Bi-weekly Fixed 
200609 Exempt Regular Bi-weekly Flxed 
200609 Non-Exempt Biweekly Fixed 
200610 Exempt Executlve Biweekly Fixed 
200610 Exempt Regular Biweekly Fixed 
200610 Non-Exempt Bi-weekly Fixed 
20061 1 Exempt Executive Bi-weekly Fixed 
20061 1 Exempt Regular Bi-weekly Fixed 
20061 1 Non-Exempt Bi-weeWy Fixed 
200612 Exempt Executive BCweekly Fixed 
200612 Exempt Regular Bi-weekly Fixed 

1689 5 200612 Non-Exempt Bi-weekly Fixed 

69 
6 

70 
6 

72 
6 

72 
6 

71 
6 

72 
6 
1 

70 
6 
1 

70 
6 
1 

71 
6 
1 

71 
5 
1 

72 
5 
1 

73 
6 

- Page 6 of 16 
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Florida Power EL Light Company 
Docket No. 080677-El 
SFHHA'r Tenth Sol of lntermgatories 
Question NO. 291 
AttachrnentNo. 1 
TabJof6 

Manpower Trend Report 

j 

I 

F i K Y I  Year vadant 1 Calondsr year, 4 spec, periods 
BRC 1 NUC DN BUS UNIT 

I FPL EMPLOYEES 
1 SUSPENSE 

BRC 00512007 004l2007 WWZOO7 OOW2007 00712007 00812QOT 
Actualvemlm . . ~ IA b R01044 ENGINEERING SUPPORTSERWCES I 33.0 I 56.0 I 57.0 59.0 57.0 I 56.0 

I I 2.0 I 3.0 1 9.0 3.0 3.0 ;b. ,  I , . ..TL. 3.0 
58.0 1, 59.0 I 60.0 62.0 .I: s g x  

I D  R01905 ST. LUClE PLANT I 271.0 I 273.0 I 273.0 278.0 205.0 I 284.0 

Page 8 of 16 

2007 -2008 -2009 Actual 

. .  :. . .  . . .  
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Docket NO. 080677-EI 
SFHHA's Tenth Sel Of ln!EfrOWtOrieS 
Question NO. 291 
Aftschment No. 1 
Tab3of6 

Manpower Trend Report 

I 

2007 -2008 -2009 Actual 

Page 9 of 16 



Flonda P o w r  & Lighl Company 
omket No. 080677-El 
SFHHPl's Tenth Set of lnlenogatones 
Question No. 291 
AnachrnentNo 1 
Tab 3 of6 

Adual version R01044 ENGINEERING SUPPORT SERVICES 59.0 59.0 60.0 59.0 51.0 
3,O 3.0 3.0 3.0 3.0 

02.0 82.0 % '  ~ 63.0 .'.62.0 .''8&~$4.@: 

la D 

I 
I D R01905 ST. LUClE PLANT 282.0 297.0 309.0 312.0 316.0 

Manpower Trend Report 

49.0 
' 3.0 

. . '%LO 
3f8.O 

2007 -2008 -2009 Actual 

.... , ; , . . . . . . , .  . . ,  . > .  . 

Fiscal Yeat Variant I Calendar year. 4 Iwc. wrioda 
ERC I NUC OW BUS UNIT 
EAC 1 FPL EMPLOYEES 
EXP I SUSPENSE, 

. . . . .~ . ., . .  

Page 10 of 16 
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FLORIDA POWER AND LIGHT 
SFHHA ADJUSTMENTS TO ELlMlNATE NUCLEAR STAFF INCREASES ~~ 

TEST YEAR ENDING DECEMBER 31,2010 
($ MILLIONS) 

Source: Response to SFHHA Interrogatory No. 240 

Per the response, FPL included $1 8.5 million in the test year for additional nuclear 
staffing related to O&M. The adjustment below includes a separate computation Of 
payroll taxes and fringe benefits based on'the analysis performed to compute the 
productivity reduction. 

O&M 

0&M Nuclear Staffing Increases by 2010 
Amouni 

18.500 

O&M Nuclear Staffing Increase Payroll Tax 2010 1.194 

08M Nuclear Staffing lncease Fr. Benefits 

Total Nuclear Staffing Increase 

2.158 

21.852 - 
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Exhibit -(LK-15), Page 1 of I 
FPL Resp. to SFHHA Int. No. 237 

Florida Power & Light COiTIpanY 
Docket No. 080677-El 
SFHHA’s Fifth Set of Interrogatories 
Interrogatory NO. 237 
Page I of 1 . .  

j .. .. I 

Q. 
Regarding Testimony of FPL Witness J. A. Stall 

Regardipg page 31:5-11. Please specifically identify and describe FPL’s efforts through 
litigation to seck recovery of past and future damages related to the US Government’s failure to 
dispose of FPL’s spent fuel, the current status of such litigation, and FPL’s plan for accomting 
for any recoveries FPL makes in such litigation in terms of flowing recoveries back to 
ratepayers. 

A. 
In 1998, FPL filed a lawsuit against the US. Government seeking damages caused by the US. 
Department of Energy’s (DOE) failure to dispose of spent nuclear fuel (SNF) ffom FPL’s nuclear 
power plants. On March 31, 2009, FPL entered into a settlement agreement with the U.S. 
Government that resolves FPL’s SNF damages claims against the Government. Under the 
settlement, FPL will receive from the Government a cash payment of $77.1 million, representing 
damages incurred related to DOE’S SNF default through December 31, 2007. The settlement 
also formalizes an annual claim process that will enable FPL to submit and receive payment 
from the Government for annual SNF expenditures related to DOE’S default. This process will 
enable FPL to recover its expenses relating to the long-term storage of SNF at FPL’s nuclear 
power plants without the need for additional litigation. 

The S N F  settlement represents reimbursement for incremental costs incurred by FPL because 
DOE failed to meet its obligations in a timely manner. As these incremental costs were incurred 
by FPL they were charged either to base O&M or capitalized, resulting in an increase in capital 
structure and lowering the base ROE realized. The SNF settlement was subsequently recorded 
as a reduction to plant, CWIP, and O&M and reversal of previously incurred depreciation 
expense. Customers will receive the benefits associated with the SNF settlement through future 
rates. These reductions were forecasted in 2009 as achieved so current plant and depreciation 
expense reflects FPL‘s estimate of those settlement dollars received. Therefore, the 2010 plant 
balances used to calculate test year results reflect this estimated reduction and customers will 
receive the benefits associated with the SNF settlement through future rates. Reductions in 
prospective costs should likewise occur as DOE reimburses FPL for SNF costs incurred in 2009 
and beyond. These refunds were not forecasted in the Test Year and Subsequent Year revenue 
requirements. 
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FPL Resp. to SFHHA Int. No. 120 
Exhibit -(LK-16), Page 1 of 1 

Florida Power B Light Company 
Docket No. 080677-El 
SFHHA'S Second Set of Interrogatories 
lntemgatory No. 120 
Page 1 of I 

Q. 
Interrogatories Directed to Ms. Kim Ousdahl: 

Regarding Schedule C-41. Please state the capital costs and O&M expenses associated with 
smart meters up through and including meters that will be installed in 2010. 

A. 
The O&M and Capital expenditures related to Advanced Metering InWucture (AMI) are: 

I -. . ~ 

$0.98 $0.85 $1.39 $2.61 $7.40 I I 1 I O&M 
Capital I $2.64 $1.15 $7.07 $43.68 $168.54 

Please note that Capital expenditures are not included in Schedule C-41. 



_- 

A- 



Docket No. 080677-El 
FPL  res^. to SFHHA Int. NO.  28 
Exhibit l(LK-17). Page 1 Of 1 

Florida Power & Light Company 
Docket No. 080677-El 
SFHWS Tenth Set of lntemgatofies 
Interrogatory No. 289 
Page 1 of 1 

Q. 
Please provide a deployment timeline for the AMI program along With annual projections of 
costs and savings separated into capital and expense, including all supporting assumptions, data, 
computations, workpapers and electronic spreadsheets with formulas intact. 

A. 

Based on this deployment schedule, net O&M savings beyond 2013 will be greater than $30 
million annually. See supporting documents provided in response to SFHHA's Tenth Request 
for Production of Documents No. 102. 
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Docket No. 080677-El 
FPL Resp. to SFHHA Int. No. 290 
Exhibit -/LK-18), Page 1 of 4 

Fioi,da Power & Light Company 
Docket No. 080677-El 
SFHHA’S Tenth Set of Interrogatories 
Interrogatory No. 290 
Page 1 of 1 

Q. 
Please provide a schedule showing the amounts included in each rate base component and each 
operating expense for the AMI program in each month for the prior year, the test year and in the 
subsequent year. 

A. 
See Attachment No. 1 
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FPL Resp/ to SFHHA In!. No. 283 
Exhibit -(LK-l9), Page 1 of 1 

Florida Power ti Light Company 
Docket No. 080677.EI 
SFHHA’S Tenth Set of Interrogatories 
Interrogatory No. 283 
Page 1 of 1 

Q. 
Regarding Schedule C-8 for the 2010 test year, page 126 and page 391-24. Please provide a 
more detailed explanation for the variance in account 902 for 2010 compared to 2009 than 
provided in Reason I. The explanation should include a description of why there is an expense 
increase of $4.8 million for the “full-scale deployment” of the AMI rather than a reduction in 
meter reading expenses. 

A. 
The $4.8 million increase in 2010 is driven by cost associated with the fust full year Of AMI 
deployment and includes expenses related to repair and replace unsafe meter conditions 
encountered during deployment and installation, customer marketing and mail-outs to educate 
the customers on the benefis of AMI, and severance. In addition, it includes expense associated 
with the operations of the project such as software maintenance and hosting fees for AMI 
communication vendor, network and field support, communication lines, and materids & 
supplies. The $0.5 million increase in 2010 associated with meter reading expense is net ofSO.4 
million in savings related to the AMI project. 





Docket No. 080677-El 
FPL Reso. to SFHHA Int. No. 243 
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Florida Power& Light COInpanY 
Docket No. 080677-El 
SFHHA's Fifth Set of Interrogatories 
Interrogatory No. 243 
Page I of I 

Q. 
Regarding Testimony of FPL Witness Marlene M. Santos 

Regarding pages 29:l-41:18. Please provide a date for when FPL anticipates it will have 
completed implementation of all smart meters, the ultimate number of customers FPL anticipates 
to provide with smart meters, describe the projected total cost of installing all smart meters, and 
the total costs savings upon implementation of all smart meters. 

A. 
Large scale AMI deployment is planned to begin later in 2009 and run through 2013. This 
deployment will replace approximately 4.3 million meters. The AMI  meter will also be deployed 
to all new residential and smalllmedium service accounts as the customer population grows. The 
total cost of the project includes the integrated meter and installation, network field 
infrastructure and installation, software integration, software license fees and maintenance, 
servers, emergency repairs on electric service during installation, customer communication mail 
outs and operations. Total capital costs and cumulative O&M through 2013 is approxhately 
$645M and $34M, respectively. The total savings associated with AMI are Customer Service 
operational savings, primarily driven by meter reading costs. The savings are approximately 
$36M annually once fully implemented. 
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Florida Power LL Light Company 
Docket No. 080677-El 
SFHHA'S Tenth Set of Lnterrogatories 
Interrogatory No. 287 
Page 1 of 1 

Q. 
Please provide a deployment timeline for the new CIS along with annual projections of costs and 
savings separated into capital and expense, including all supporting assumptions, data, 
computations, workpapers and electronic spreadsheets with formulas intact. 

A. 
The preliminary project assessment phase for CIS 111 will begin at the start of 2010. As a resulf 
only a high-level timeline can be provided herein. Current plans are as follows: 

- Project Assessment (including Business Case generation): planned completion - Feb 2010; 
-Project Preparation: planned completion - June 2010; 
-Business Blueprint: planned completion - Feb 201 1; 
- Realization: planned completion - Jan 2012; 
-Final Preparation: completion - April 2012; 
- Cutover / Go-Live: completion - June 2012. 

Annual projected CIS I11 project costs: 

- 2010 O&M. $7,250,000; 
- 2011 O&M $5,000,000; 
- 2012 O&M: $19,000,000; 
- 2010 Capital: $12,000,000; 
- 201 1 Capital: $76,00O,OOQ 
- 2012 Capital: $41,000,000. 
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FPL Resp. to SFHHA Int. No. 281 
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Florida Power & Light Company 
Docket No. 080677-El 
sFHHA’s Tenth Set of Interrogatories 
Interrogatory No. 288 
Page 1 of 1 

Q. 
Please provide a schedule showing the amounts included in each rate base component and each 
operating expense for the new CIS in each month for the prior year, the test year and in the 
subsequent year. 

A. 
See Attachment No. 1. 
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FloridaPawer & LighlCompany 
Docket No. 080677-El 

Puestion No. 288 
Attachment NO. 1 

SFHHA's Tenlh Set Of Intermgator 

OparaUns E w n r n  

OBM Expense 

5 224 .W I 380.800 $ 490.560 6 567.392 S 621,174 $ 85&.Iu2 S 797.175 $ 894.023 0 9M.818 I 1 W9.271 $ 1.M2.490 S 1.065.743 

804WO 5 1.072.MO $ f.427.52D $ '1,700,960 S 1.912.029 $ 2,075,506 $ 2.M6.522 $ 2837.500 $ 3.092.599 5 3.t89.897 I 3,442.990 I 3,562.10 
I 3a.000 I ~ 8 1 . 2 ~  s 895.9~0 s 1.1a3.668 $ 1,290,854 I 1,416,684 f 1,709,347 $ 1.943.4~1 a z,130,782 5 2,2ao.626 5 24WW I 2,4WOO 

S 

0 (620) I (2.914) $ n.620) f (15.254) $ (28.178) I (W.644) f (59.141) f (82,319) S (1lk633) f (144.403) $ (183.8521 4 (229,137) 

$ (620) $ (2,976) (7.961) S (16.289) t (28,531) S (45,146) $ (86.8W) S (94.365) I (128.62) $ (169.761) (218.576) $ (Z75.30-"1 

$ (1,240) $ (5.890) $ (15.561) (31.543) $ (S4.709) $ (85.789) $ (125,947) I (176.683) s (z39,rasl $ (314,764 f (402,431) i (5M.4401 

5 620 I 2,294 I 4.706 $ 7.8% S 10,924 I 14,467 S 18.497 I 23.178 $ 28.314 33.770 39.449 9 4%'" 

5 6x1 I 2,568 S 4.W5 S &a28 $ 12,242 $ 16,614 $ 21.681 27.558 0 34.137 $ 41,260 $ 48.U18 $6.724 

I 1.240 5 i.650 I 9.691 $ 15.962 f 23.366 $ 3'1.091 $ 40.158 $ 50.737 $ 62.451 S 74030 S 68.267 5 1o2,Oo8 

SFHHA 10th INT #288.xlS Page 2 of 3 





I( 



Docket No. 080677-El 
FPL ResD. to SFHHA Int. NO. 284 
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Florida Power B Light Company 
Docket No. 080677-El 
SFHHA’S Tenth Set of Interrogatories 
Interrogatory No. 284 
Page 1 of 1 

Q. 
Regarding Schedule C-8 for the 2010 test year, page 1:28 and page 3:26-32. Please provide a 
more detailed explanation for the variance in account 903 for 2010 compared to 2009 than 
provided in Reason J. The explanation should include a description of why there is an increase 
in expense for a new Customer Information System (“CIS”) rather than capitalization of the 
amounts to a plant account. 

A. 
Projected increase in spending in 2010 can be mainly attributed to cost associated with the CISII 
system replacement project. Some of the project costs in 2010 which will be expensed (as 
opposed to capitalized) in accordance with SOP-98 (Statement of Position (SOP) 98-1: 
Accounting for the Costs of Computer Software) include: I)  Preparation of detailed project 
plan; 2) Review of scope and preliminary project requirements; 3) Approval of Scophg Study 
documentation; and 4) Start preparing for data conversion. 



a 
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Exhibit-( LK-24) 
Page 1 of 1 

FLORIDA POWER AND LIGHT 
SFHHA ADJUSTMENTS TO REFLECT DEFERRAL OF CIS O&M EXPENSE 

TEST YEAR ENDING DECEMBER 31,2010 
($ MILLIONS) 

Source: SFHHA Interrogatories 287 and 288 

CIS Reflected as O&M in Test Year 

Grossed Up for Bad Debt Expense and Regulatory Assessment Fee 

CIS Reflected as Q&M in Test Year Grossed Up 

Increase to Rate Ease to Capitalize or Defer O&M Costs 

Average Increase to Rate Base in Test Year 

FPL Filed Grossed Up Rate of Return 

Revenue Requirement Effect of Capitaliition/Deferral 

7.250 

100.33% 

7.274 

7.250 

3.625 

11.80% 

0.428 
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Docket No. 080677.El 

Exhlbii -(LK-25), Page 1 Of 1 
Capital Expenditure Reductions 

FLORIDA POWER AND LIGHT 
SFHHA CAPITAL EXPENDITURE REDUCTIONS 

TEST YEAR ENDING DECEMBER 31,2010 
(f MILLIONS) 

Source: Response to SFHHA Inter 279 and Depreciation Study Exhibit CRC-1 Page 49 of 720 

2009 2009 

Januaty-09 
February49 
March-09 
Aprii-09 

Total First Four Months 

Percentage Reduction First Four Months 

Total Annual Budget for 2009 

Total Annual Capltal Reduction for 2009 
Average Capital Reduction for 201 0 
Total Test Year Capital Reduction 

Jurisdictional Allocation for Gross Plant - Schedule 8-1 

Jurisdictional Test Year Capital Reduction 

Budget Actuai Redudion 
235 167 (68) 
200 127 (73) 
237 242 5 
225 191 (34) 

897 727 (170) 

-19 0% 

2,790 

- 
2009 2010 Total 

1529) (529) 
I ,  

(2641 (2641 
(529) (2641 (793) 

0.988940 0.988940 

(261) (784) 

FPL Filed Grossed Up Rate of Return 11.80% 11.80% 

Revenue Requirement Effect of Capital Expenditure Reduction-Gross Plant (61.719) (30.801) (92.520i 

Composite Depreciation Rate - Based on FPL Remaining Life Method 

Reduction in Depreciation Expense - Total Company 

Jurisdictional Allocation for Gross Plant - Schedule C-1 

Jurisdictional Reduction in Depreciation Expense . . 

Annual Accumulated Depreciation Reduction 
Time Period To Apply Reduction 
Accumulated Depreciation Reduction - Increase to Rate Base 

FPL Filed Grossed Up Rate of Return 

Revenue Requirement Effect of Accumulated Depreciation Reduction 

3.39% 3.39% 

(8.950) (26.8832 (17.933) 

0.99061 5 0.990815 0.990615 

(1 7.7651 

. .  

17.765 8.866 

26.647 4.433 31.060 
'I .5 Years .5 Years 

11.80% 11.80% 

3.145 0.523 3.868 

- 
Tota4 Revenue R e q u i r m m m i @ W ' € o s t  Reductrow 
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Docket No. 080677-El 
Depreciation Study 

Exhibit CRC-I, Page 53 of720 
Florida Power B Light Company 

T*ls 5, Comparison of lheomllcal ReSeNe aid  BOOL Resew basad on plan1 in SewiCC as Of December 31, 2009 

MRJ63.6ffl 

M8.9w.782 
215.129,2€8 
37.2CB.440 

3,031,683,354 

1.5zo.ay1.wo 

1.174.690.191 
1.867.,733,318 

282sJ5.059 
581,096,429 
89,467,813 

3.9mc82.937 

368.010.813 
82,917806 

Z693297.511 
322,,410.125 
393.746.476 
U).67J.W2 

4,116,385,564 

13.868.690 
15.203.8Y 

112.6W.sW 
51.167.661 
22315,620 

421.309 
z15.onw 

371.032445 
827,ZBB.CdE 
324.888.642 
118,935.W 
m*eQ,939 

1.6&?,593.531 

563.WS.219 
891,883,703 
126.028.878 
a2.433.151 
37.488.805 

1.7U.67094 

450,480.572 
1,022,823266 

420.828.473 
150A22294 
24Ml.lW 

L072.703,705 

661$26.379 
8uDBo.082 
159.405888 
361.757.428 
56.024159 

z.in.17n.t~ 

179,839,429 IvJpM,481 
37,534,832 41,031160 

753,4121,499 8M.742018 
138,586,810 105.79E.420 
153,152,145 172.286.7M 
15,055,825 23.281.m 

IZ77.60tUO 1.303.Y7.150 

~Z~M.OBO 12.016.516 
10.513.380 15.585.812 
82.887.ffl7 81.301.391 
46,554.280 4 2 . i m m  

345,751,450 173,nubu 

12,053,378 12.2Wd06 
378,063 370.806 

1,018,319,348 1.09681.912 
3,559,394,850 3,689,524,205 

232.057.070 310.Ma6861 
4d39.771W 5.24%541.766 

79.446.127 
195.637121 
95.057.891 
31.486.534 

410.110.174 
7.5m.161 

84880.iW 
l60.3S7.179 
60.377812 
40,324275 
i 7 . 5 2 i m  

377.M7.259 

1203Y.948) 
.%4S9.328 

48520.517 
(30,782,490) 
19,434.639 
6.3111.66) 

26944,710 

(417.584) 
5,072,552 

28.313.W , 

(4.366.497) 
15ss.872) 

n.ml 
28.027,781 

(16637.438) 

40s.noc~o 

340,529.34s 
78.874673 

9.S69.2d9.215 '1,246360,415 

-_ 
111-9 
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FLORIDA POWER AND LIGHT 
SFHHA AMORT!ZATION OF DEPRECIATION RESERVE SURPLUS 

TEST YEAR ENDING DECEMBER 31,2010 
(% MILLIONS) 

Source: Depreciation Study Exhibit CRC-1 Page 53 of 720 

Depreciation Reserve Surplus at January 1. 2010 

Amortization Period Recommended by SFHHA 

Annual Depreciation Expense Reduction 

Jurisdictional Aliocation for Depreciation - Schedule C-1 

Jurisdictional Depreciation Reduction 

~~ ~ ~ - 
Docket No. 080677-El 
Amort. of Deprec. Reserve Surplus 
Exnlblt -(LK-27), Page 1 of 1 

1,245.360 

5 Years 

(249.072) 

0.990615 

(246.735) 

Annual Accumulated Depreciation Reduction 
Time Period lo Apply Reduction 
Accumulated Depreciation Reduction - Increase to Rate Base 

FPL Filed Grossed Up Rate of Return 

Revenue Requirement Effect of Accumulated Depreciation Reduction 

246.735 

123.367 
.5 Years 

11.80% 

14.559 

Total Revenue Requirement Effect of Amortization of Depr Reserve Surplus (232.176) 





Docket No 080677-El 
Ad] to Capital Cost Recovery 
Exhibit -(LK-28), Page 1 of 1 

FLORIDA POWER AND LIGHT 
SFHHA ADJUSTMENTS TO COMPANY PROPOSED CAPITAL COSTS RECOVERY OVER FOUR YEARS 

TEST YEAR ENDING DECEMBER 31,2010 
(t MILLIONS) 

Some: Depreciation Study Exhibit CRC-1 Pages 55 thrpugh 57 of 720 and page 39 of 720 

Udecovered Costs of Cape Canaveral at January 1, 2010 
ape Canaveral Common 
ape Canaveral.Unit 1 
ape Canaveral Unit 2 

iviera Common 
iviera Unit 1 
lvlera Unit 2 

t. Lucie Unit 2 

urkey Point Unit 4 

FPL's 
Unrecovered Amortization 

costs Period 

3.539 
23.148 
8.616 

0.057 
5.664 
3.883 

4 
4 
4 

4 
4 
4 

40.821 4 
37.448 4 
2.149 4 

43.931 4 
43.886 4 

101.082 4 

314.223 - 

249.077 - 

FPL SFHHA SFHHA SFHHA 

Depr Period or Rate Depr Reduction 

0.885 0 (0.885) 
5.787 0 - (5.787) 
2.154 0 (2 154) 

Annual Amortization Annual Oepr 

0.014 
1.416 
0.971 

10.205 
9.362 
0.537 

10.983 
10.912 

25.270 

78.556 - 

0 (0.014) 
0 (1.416) 
0 - (0.971) 

27 1.512 (8.693) 
34 1.101 (8.261) 
24 0.090 (0.448) 
23 1.910 (9.073) 
24 1.829 (9.143) 

3.26% 8.120 (17.151) 

14.561 - 
0.990615 

(63.394) - 
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D o c d  No. 080677-El 
FPL's 2008 FERC Form h O . 1  
Embil -(LK-29), Page 1 Of 2 

Exact Legal Name of Respondent (Company) Yeadperiod of Report 

-4-y Endof 2008/Q4 - 

20090428-8052 FERC msHm g i a l )  04/17/2009 
- 

Item I. An Initial (Original) OR Resubmission No.- I 
Submission 

FERC FINANCIAL REPORT 
FERC FORM No. I: Annual Report of 

Major Electric Utilities, Licensees 
and Others and Supplemental 

Form 3-Q: Quarterly Financial Report 

Form 1 Approved 
OMB No. 1902-0021 
(Expires 2/29/2009) 
Form I-F Approved 
OMB No. 1902-0029 
(Expires 2/28/2009) 
Form 3-Q Approved 
OM8 No. 1902-0205 
(Expires 2/28/2009) 

These feeports am mandatory under the Federal Power Ad, Sediwns 3,4(a). 304 and 309, and 
18 CFR 141.1 and 141.4MI. Falure lo repolt may result in criminal fines. civil penalties and 
other sanctions as pmvided by law. The Federal Energy Reguiatq Commission does no1 
consider lhese repork lo be of confdenliai nature 
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2008 Integrated Resource Plan 
E ~ I ~ R  -(LK-31), Page 1 of 3 

W PACIFICORP 
May 28,2009 

7 A MIDAMERIUN ENERQYHOLUNOS COMPANY 

Pacific Power I Rocky Mountain Power I PacifiCorp Energl 
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Docket No 080677.EI 
Ad1 to Svc LWS for Turhne Units 
Exhlblt -(LK-32), Page 1 of 1 

FLORIDA POWER AND LIGHT 
SFHHA ADJUSTMENTS TO COMPANY PROPOSED SERVICE LIVES FOR COMBINED CYCLE GAS TURBINE UNITS 

TEST YEAR ENDING DECEMBER 31,2010 
($ MILLIONS) 

ource: Depreciatlon Study Exhibit CRC-1 Page 60 of 720 for WCEC Units 1 and 2 
Depreciation Study Exhibit CRC-1 Pages 129-1 33 of 720 for All Other Units 

omined Cycle Units 

lest County Unit 1 
lest County Unit 2 
auderdaie Units 4,5 and Common 
I. Meyers Units 2,3 and Common 
anatee Unit 3 
lartin Units 3,4. Common and Pipeline 
artin Unit 8 
utnam Units 1 ,2 and Common 
amford Unit 4 and Common 
amford Unit 5 and Common 
xkey Point Unit 5 

ita1 

irisdictional Allocation for Depredation - Schedule C-I 

irisdictional Depreciation Reduction 

nnual Accumulated Depreciation Reduction 
me Period To Apply Reduction 
cwmulated Depreciation Reduction - Increase to Rate Base 

'L Filed Grossed Up Rate of Return 

:venue Requirement Effect of Accumulated Depreciation Reduction 

tal Revenue Requirement Effect of Capital Cost Recovery Adjushnent 

FPL's 
Remaining FPL 
Service Annual 

Life Depr 

25 36.032 
25 30.625 
10 25.657 
18 35.040 
20 22.551 
10 25.650 
20 21.026 
10 9.545 
18 22.110 
17 17.318 
22 25.180 

270.736 - 

123.319 
.5 Years 

61.660 

11.80% 

7.276 - 
(116.043) 

SFHHA 
Remaining SFHHA SFHHA 

Service Annual Depr 
Life Depr Reduction 

40 
40 
25 
33 
35 
25 
35 
25 
33 
32 
37 

22.520 
19.140 
10.263 
19.113 
12.886 
10.260 
12.016 

12.060 
9.200 

14.972 

3.818 

(13.512) 
(1 1.484) 
(1 5.394) 
(1 5.927) 
(9.665) 

(1 5.390) 
(9.012) 
(5.727) 

(10.050) 
(8.118) 

(10.208) 

146.249 (124.488) - 
0.990615 
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Major players team up for Florida SmartMeter project 
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Docket No. 080677-El 
Adj. for Economic Stimulus Bill 
Exhibit -(LK-34), Page 1 of 1 

FLORIDA POWER AND LIGHT 
SFHHA ADJUSTMENT TO REFLECT EFFECTS OF ECONOMIC STIMULUS BILL 

TEST YEAR ENDING DECEMBER 31,2010 
($ MILLIONS) 

Source: Depreciation Study Exhibit CRC-I Page 54 of 720 

Economic Stirnilus Expected for AMI Deployment 

Remaining Life Depr Rate Proposed by FPL Acct 370.1 (Meters-AMI) 

Annual Depreciation Expense Reduction 

Jurisdictional Allocation for Depreciation - Schedule C-1 

Jurisdictional Depreciation Reduction 

(20.000) 

7.97% 

(1.594) 

0.990615 

(1.579) 

Reduction to Gross Plant in Rate Base 

Annual Accumulated Depreciation Reduction 
Time Period To Apply Reduction 
Accumulated Depreciation Reduction - Increase to Rate Base 

Net Reduction to Rate Base 

FPL Filed Grossed Up Rate of Return 

Revenue Requirement Effect of Reduction in Rate Base 

Total Revenue Requirement Effect 

(20.000) 

1.579 
.5 Years 

0.790 

(1 9.21 0) 

11.80% 

(2.2671 

(3.846) 
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Docket No. 080677-El 
FPL Resp. to SFHHA Int. No. 279 
Exhibit ALK-35).  Page 1 of 3 

Florida Power 8, Llght Company 
Docket No. 080677-El 
SFHHA's Ninth Set of Interrogatories 
Interrogatory No. 279 
Page 1 of I 

Q. 
Regarding Testimony of FPL Witness Barrett: 

Regarding Exhibit REB-16. Please provide the 2009 budget capital expenditure information by 
month and provide the 2009 actual information by month for all months for which actual 
information is available. 

A. 
See Attachment No. 1.  



Docket NO. 080677-El 
FPL Rmp. to SFHHA Int. No, 27! 
Exhibit -fLK-35), Page 2 of 3 

Ploridr Power and Light Company 
Docket No. 080677-E1 

SFHHA's Ninth Sel of Inlerroptorics 
InlerrogatoryNo.279 

Attarhmcnt No. 1, Page lo12  

Regarding Testimony of FPL Witness Barrett: 

Regarding Exhibit REB-16. Please provide the 2009 budget capital expenditure 
information by month and provide the 2009 actual information by month for all months 
for which actual information is available. 

2009 Approved Capital Budget 
Excludes New England Division 
[$milliO"l) 

Business Unit Jan & a & &y J u l &  & Oet NOv DE DM 

Power Generation $ 22 I 24 $ 38 $ 33 $ 35 S 34 $ 35 $ 31 5 41 $ 40 S 37 S 47 S 417 
Nuclear 53 34 64 35 63 34 34 46 30 33 63 42 533 
Transmission 33 19 22 24 18 14 20 14 14 18 22 7 225 
Distribution 30 31 39 32 32 31 25 31 26 24 22 22 345 
Customer Service 1 0 1  1 1 2 4 3 5 8  9 i o  45 
Engineering &Construction and 
Projecl Development 81 74 53 82 105 96 91 91 95 102 80 85 1,034 
Other 16 I ?  20 19 15 16 16 17 17 15 11 13 192 
Total $235 $200 $237 $225 $269 $226 $224 $234 $229 $241 $244 $226 $2,790 

Actuals for 2009 Approved Capital Budget 
Excludes New England Divislon 
I$millbns) 

Business Unit J a m W &  

Power Generation $ 14 $ 24 $ 23 S 32 
Nudaar 24 23 38 43 
Transmission 16 13 35 20 

Customer Service 0 0 0 0  
Engineering & Construction and 
Project Development 67 26 95 50 
Other * 14 13 17 16 
Total $167 $127 $242 $191. 

* Other for month of April excluder $83 million credit for WE settlement relatie to went nudear fuel storage not induded in budget 

Distribution 32 28 35 30 



Docket No. OanFin-FI 
~~ 

FPL Resp. to SFHHA In!. No. 279 
Exhibit -(LK-35), Page 3 of 3 

Actuals for 2009 Approved 
Excludes New England Division 
(Imllllonsl 

Business Unit 

Power Generation 
Nuclear 
Transmission 
Dist&ution 
Customer SeNice 
Engineering 8 Construction and 
Project Development 
Other * 
Total 

* Other for month of April excludes 

FLoridn Power and Light ComPmY 
Docket No. 080677-El 

s ~ ~ ~ ~ ' s N i n t h  Set of lntcrragatorirs 

AttachmeotNa 1,PageZ off 
interrogatory NO. 219 

2009 Approved Capital Bud 
Excludes New England Dlvision Reference 
(smlllionr) Exhiblt REB-16 

2009 
Approved 

Business Unit Differ en c e Comment 

Power Generation 
Nuclear 
Transmission 
Distrihtion 
Customer SeNica 
Engineering 4 Construction and 0 
Project Development 1.025 9 During year budget transfer 
Other 191 1 Net rounding differences 
Total 5 2,790 I (0) 

s 417 5 (0) 
533 (0) 
225 (0) 
345 (0) 

54 (9) During year budget transfer 



EXHIBIT-(LK-36) 



'L Cost of Capital Per Filing 

Long Term Debt 
Customer Deposits 
Short Term Debt 
Deferred Income Tax 
lnvestment Tax Credits 
Common Equity 

FLORIDA POWER AND LIGHT COST OF CAPITAL 
TEST YEAR ENDING DECEMBER 31,2010 

($ MILLIONS) 

Jurisdictional 
Adjusted Capital cost 
Capital Ratio Rate 

5,377.787 31.52% 5.55% 
564.652 3.31% 5.98% 
161.857 0.95% 2.96% 

2,723.327 15.96% 0.00% 
56.983 0.33% 9.74% 

8,178.980 47.93% 12.50% 

(1) 
Grossed Up Weighted 

Avg Cost cost 

1.75% 1.75% 
0.20% 0.20% 
0 03% 0.03% 
0.00% 0 00% 
0.03% 0.03% 
5.99% 9.79% 

Total Capital 17,063587 100.00% 8.00% 11.80% 

'L Cost of Capital Adjusted to Restate Common Equity and Debt Capital Structure as Recommended by Mr. Baudin0 
Jurisdictional Jurisdictional ( 1 )  
Capital Before Jurisdictional Adjusted Capital cost Weighted Grossed Up 

Adjustment Adjustment Capital Ratio Rate Avg Cost cost 
. .  

5377.787 845.038 6,222.825 36.47% 5.55% 2.02% 2.03% 

161.857 161.857 0.95% 2.96% 0.03% 0.03% 

56.983 0.33% 9.74% 0.03% 0.03% 
8,178.980 (845.038) 7,333.942 42.98% 12.50% 5.37% 8.78% 

Customer Deposits 564.652 564.652 3.31% 5.98% 0.20% 0.20% 

2,723.327 2,723,327 15.96% 0.00% 0.00% 0.00% 

Long Term Debt 

Short Term Debt 
Deferred Income Tax 
Investment Tax Credits 56.983 
Common Equity 

5 17,063.587 100.00% 7.65% 11.07% Total Capital 

Incremental Grossed Up ROR 
SFHHA Rate Base 

-0.74% 
16,511.804 

(121.424) SFHHA Revenue Requirement Effect 



Docket NO. 080677EI 

FPL Exhibit cost -(LK-36), of Capital Page 2 of 5 ~ I 

FLORIDA POWER AND LIGHT COST OF CAPITAL 
TEST YEAR ENDING DECEMBER 31,2010 

($ MILLIONS) 

FPL Cost of Capital Adjusted to Restate.Long and Short Term Debt as Recommended by Mr. Baudina , . .  . . '., 
Jurisdictional Jurisdictional (11 

Capital Before Jurisdictional . Adjusted Capital Cost . Weighted Grossed Up 
Adjustment Adjustment . Capital Ratio Rate Avg Cost Cost 

Long Term Debt 6.222.825 (438.143) 5,784.682 33.90% 5.55% 1.88% 1.89% 
Custo,mer Deposits 564.652 564.652 3.31 % 5.98% 0.20% 0.20% 
Short Term Debt 161.857 438.143 600.000 3.52% 2.96% 0.10% 
Deferred lncome Tax 2,723.327 2.723.327 15.96% 0.00% 0.00% 0.00% 

Common Equity 7,333.942 7,333.942 42.98% 12.50% 5.37% 8.78% 

0.70% 

56.983 56.983 0.33% 9.74% 0.03% 0.03% fnvestment Tax Credits 

Total Capital 17,063.587 17,063.587 100.00% 7.59% 11 .OO% 

Incremental Grossed Up ROR 
SFHHA Rate Base 

-0.07% 
16,511.804 

SFHHARevenue Requirement Effect (1 1.01 8) 

ZPL Cost of Capital Adjusted to Add Back Company's FIN 48 Adjustment to Deferred Income Tax 
Jurisdictional Jurisdictional (1) 
Capital Before Jurisdictional Adjusted Capital Cost 
Adjustment Adjustment Capital Ratio Rate Avg cost cost 

Weighted Grossed Up 

Long Term Debt 5,784.682 5.784.682 33.57% 5.55% 1.86% 1.87% 
Customer Deposits 564.652 
'Short T e n  Debt 
Deferred Income Tax 
Investment Tax Credits 56.983 
Common Equity 

564.652 3.28% 5.98% 0.20% 0.20% 
600.000 600.000 3.48% 2.96% 0.10% 0.10% 

2,723.327 167.394 2,890.721 16.78% 0.00% 0.00% 0.00% 
56.983 0.33% 9.74% 0.03% 0.03% 

7,333.942 7,333.942 . 42.56% 12.50% 5.32% 8.69% 

Total Capital y 17,230.981 100.00% 7.51% 10.89% 

Incremental Grossed Up ROR 
SFHHA Rate Base 

-0.11% 
16.51 1.804 

SFHHA Revenue Requirement Effect (1 7.643) - 



I 

Docket No. 080677-El 
FPL Cost of Capital 
Exhibit -(LK-36). Page 3 of 5 

FLORIDA POWER AND LIGHT COST OF CAPITAL 
TEST YEAR ENDING DECEMBER 31,2010 

($MILLIONS) 

:PL Cost of Capital Adjusted to Reallocate Pro Rata Adjustinents . .  , ...: . .  . .  
Jurisdictional Jurisdictional (1) 
Capital Before Jurisdictional Adjusted Capital cost Weighted Grossed Up 
7 Ad'ustment Adjustment Ratio Rate Av Cost - cost 

Long Term Debt 5,784.682 (176.958) 5,607.724 32.54% 5.55% 1.81% 1.81% 
Customer Deposits 564.652 61.731 626.383 3.64% 5.98% 0.22% 0.22% 
Short Term Debt 600.000 . (4.369) 595.631 3.46% 2.96% 0.10% 0.10% 
Deferred Income Tax 2.890.721 334.472 3,225.193 18.72% 0.00% 0.00% 0.00% 

Common Equity 7,333.942 (221.105) 7.1 12.837 41.20% 12.50% 5.16% 8.43% 
lnvestment Tax Credits 56.983 6.229 63.212 0.37% 9.74% 0.04% 0.04% 

Total Capital 17,230 981 - 17,230 981 100.00% 7.32% 10.60% 

Incremental Grossed Up ROR 
SFHHA Rate Base 

SFHHA Revenue Requirement Effect 

-0.29% 
16,511.804 

(48.695) 

(1) 
FPL Cost of Capital Adjusted to Increase ADlTfor Depreciation Changes 

Jurisdictional 
Capital Before ' Jurisdictional Adjusted 

Jurisdictional 
Capital Cost Weighted Grossed Up 

Adjustment Adjustment Capital Ratio Rate Avg Cost cost 

Long Term Debt 5,607.724 5,607.724 32.30% 5.55% 1.80% 1.80% 

Short Term Debt 595.631 595.631 3.44% 
Deferred income Tax 3,225.193 08.180 3,313.373 19.13% 0.00% 0.00% 0.00% 
Investment Tax Credits 63.212 63.212 0.36% 9.74% 0.04% 0.04% 
Common Equity 7,112.037 7,112.837 41.07% 12.50% 5.13% 8.39% 

3.62% 5.98% 0.22% 0.22% 
2.96% 0.10% 0.10% 

Customer Deposits 626.383 626.383 

Total Capital 17,230.981 88.780 17,319.161 100.00% 7.28% 10.54% 

Incremental Grossed Up ROR 
SFHHA Rate Base 

SFHHA Revenue Requirement Effect 

-0.05% 
16,511.804 

(8.909) 



FLORIDA POWER AND LIGHT COST OF CAPITAL 
TEST YEAR ENDING DECEMBER 31,2010 

($ MILLIONS) 

Docket No. 080677EI 
FPL Cost of Capital 
EKhibit-(LK-36), Page4 01 5 I 

FPL Cost of Capital Adjusted to Restate ROE at 10.4% as Recommended'by Mr. Baudino 
Jurisdictional Jurisdictional (1) 
Capital Before Jurisdictional Adjusted Capital cost Weighted Grossed Up 

Adjustment Adjustment Capital Ratio Rate AVg Cost Cost 

Long Term Debt 5,607.724 5,607.724 . 32.38% 5.5556 1.80% 1.80% 
Customer Deposits 626.383 626.383 3~62% 5.98% 0.22% 0.22% 
ShortTerm Debt 595.631 595.631 3.44% 2.96% 0.10% 0.10% 
Deferred Income Tax 3,313.373 3,313.373 19.13% 0.00% 0.00% 0.00% 

63.212 63.212 0.36% 9.74% 0.04% 0.04% 
Common Equity 7,112.837 7, j  12.837 4i.07% 10.40% 4.27% 6.98% 

17,319.161 17,319.161 100.00% 6.42% 9.13% Total Capital 

-1.41% Incremental Grossed Up ROR 
SFHHA Rate Base 16,511.804 

Investment Tax Credits 

SFHHA Revenue Requirement Effect (232.61 0) - 



FLORIDA POWER AND LIGHT COST OF CAPITAL 
TEST YEAR ENDING DECEMBER 31,2010 

(e MILLIONS) 

Docket No. 080677-El 
FPL Cost of Capital 
Exhlblt -(LK-36), Page 5 Of 5 

'. Jurisdictional Jurisdictional .... . - . . (1) 
FPL Cost of Capital Adjusted to Restate Short Term Debt Rate as Recommended by Mr. Eaudino 

Capital Before Jurisdictional Adjusted Capital cost Weighted Grossed Up 
Adjustment ' Adjustment Capital Ratio Rate Avg Cost cost 

5,607.724 32.38% 5.55% 1.80% 1.80% Long Term Debt 5,607.724 
Customer Deposits 626.383 
Short Term Debt 595.63.1 
Deferred Income Tax 
Investment Tax Credits 63.212 
Common Equity 

626.383 3.62% 5.98% 0.22% 0.22% 
595.631 3.44% 0.60% 0.02% 0.02% 

3,313.373 3,313.373 19.13% 0.00% 0.00% 0.00% 

7,112.837 7,112,637 41.07% 10.40% 4.27% 
63.212 0.36% 9.74% 0.04% 0.04% 

6.98% 

Total Capital - 17,319.161 100.00% 6.34% 9.05% 17,319.161 

Incremental Grossed Up ROR 
SFHHA Rate Base 

SFHHA Revenue Requirement Effect Before Adding Back Facility and Administrative Fees 

Facility and Administrative Fees Added to Revenue Requirement as Interest Expense 

Net SFHHA Revenue Requirement Effect 

Gmssed up costs include effects of federal and state income taxes, bad debt expense and regulatory assessment fee found on Schedule C-44. 

Safe  Income Tax Rate 5.50000% 
Bad Debt 0.00260% 

Federal Income Tax Rate 35.00000% 

Regulatoiy Assessment Fee O.MX)72% 

-0.08% 
16,511.804 

(13.446) 

1.661 

(11.785) 
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Florida Power 8 Light Company 
Docket No. 080677-EI 
SFHHA'S Ninth Set of Interrogatories 
Interrogatory No. 278 
Page 1 of 1 

Q. 
Regarding Schedule D-IA for the 2010 test year. Please provide the FIN 48 net ADIT amount, 
by temporary difference, included in each of the ADIT amounts for the Company total per 
books, specific adjustments, system adjusted and jurisdictional adjusted. If these ammnts 
cannot be provided by temporary difference due to privilege concerns, then provide the net 
aggregate amount. Positive signs should indicate asset ADIT amounts and negative signs should 
indicate liability ADIT amounts. 

A 
For the 2010 test year, there was no forecast made applicable to changes in the temporary 
differences for which a FIN 48 uncertain tax positions had been recognized in prior periods. As 
of the end of December 2008, the total Accumulated Deferred Tax Liabilities for which FM 48 
liability was recognized was $168,598,172. Since uncerfain tax positions relate to future 
potential liabilities, the deferred taxes associated with the temporary differences related to the 
FIN 48 liabilities were included in the accumulated deferred income taxes in the capital 
shucture, rather than including them with long-term liabilities in rate base. This presentation is 
consistent with the treatment of the deferred taxes and FIN 48 liabilities established for FERC 
reporting. There were no FIN 48 uncertain tax positions related to any Accumulated Deferred 
Tax Assets. 
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Docket No. 080677-El 
SFHHA's Ninth Set of Interrogatories 
Interrogatory No. 280 
Page I of 1 

Q- 
Regarding Testimony of FPL Witness Pimentel: 

Regarding page 13:14-20. Regarding the Company's credit facility and available loan tern, 
please provide a more detailed description of each source, including, but not limited to, the 
pricing terms, duration, and other terms. 

A. 
On April 3, 2007, FPL renewed the credit facility of $2.5B with participation from 38 banks, 
expiring in April, 2012. It was subsequently extended an additional year to expire in 2013, wlth 
the exception of $17M expiring in 2012. On May 28, 2009, the credit facility was revised to 
exclude the participation of Lehman Brothers. Currently the credit facility size is $2.4738. In 
addition, FPL has a $250M term loan facility expiring in May, 201 I .  There are currently no 
borrowings outstanding under either facility 

The annual costs for the credit facility are $1,535,938. This includes an annual facility fee of 4.5 
basis points ($1,125,000) and annual amortization of upfront commitment, arrangement and 
administrative fees paid in the amount of $410,938. The annual costs for the term loan facility 
are $125,000 for facility fees. 

In the event that FPL would borrow against the credit facility the interest charged is dependent 
on FPL's credit ratings and priced as a spread over LIBOR. 
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