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L INTRODUCTION
Please state your name and business address.
My name is Keith Ferguson. My business address is Florida Power & Light Company
(“FPL” or “the Company’’), 700 Universe Boulevard, Juno Beach, Florida 33408.
Have you previously submitted direct testimony in this proceeding?
Yes.
Are you sponsoring or co-sponsoring any rebuttal exhibits in this case?
Yes. Iam sponsoring the following exhibits:
e Exhibit KF-8 — FPL’s Response to OPC’s First Request for Production of
Documents No. 15
e Exhibit KF-9 — FPL’s Response to FEA’s Third Set of Interrogatories No. 7
I am co-sponsoring the following exhibit:
e Exhibit LF-11 —FPL’s Notice of Identified Adjustments filed May 23, 2025, and
Witness Sponsorship, filed with the rebuttal testimony of FPL witness Fuentes.
What is the purpose of your rebuttal testimony?
The purpose of my rebuttal testimony is to address the following topics:
- Office of Public Counsel (“OPC”) witness Dunkel’s recommendation to use a
higher annual discount rate in the calculation of dismantlement accruals;
- Federal Executive Agencies (“FEA”) witness Andrews’ recommendation to
maintain the 2047 estimated retirement date for Scherer Unit 3; and
- OPC witness Schultz’s proposed impacts to depreciation expense and accumulated

depreciation resulting from OPC witness Dunkel’s adjustments.
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Please note that I am responding to specific issues. Consequently, any argument raised
in the testimony presented by intervening parties to which I do not respond, should not
be accepted as my support or approval of the positions offered.

Please summarize your rebuttal testimony.

My rebuttal testimony will demonstrate that the Company’s request on the items
identified above is reasonable and the intervenors’ recommendations are flawed and
should be rejected by the Commission. Specifically, I will demonstrate that:

e OPC witness Dunkel’s recommendation to change the discount rate to calculate
the dismantlement accrual is unsupported, unreasonable, and out of line with
accepted practice.

e FEA witness Andrews’ recommendation to maintain the 2047 estimated
retirement date for Scherer Unit 3 is unsupported and fails to consider critical
information about the plant’s projected operation as provided by the plant’s
majority owner and operator.

e OPC witness Schultz’s calculations of the impacts to depreciation expense and
accumulated depreciation resulting from OPC witness Dunkel’s proposed

adjustments are incorrect.
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II. DISMANTLEMENT ACCRUALS

What is the purpose of the dismantlement accrual?

The purpose of the dismantlement accrual is to accrue the estimated cost of dismantling
generation facilities at the time of retirement over the life of the facility. Per Rule 25-
6.04364, Florida Administrative Code (the “Dismantlement Rule”), “[t]he
dismantlement annual accrual shall be calculated using the current cost estimates
escalated to the expected dates of actual dismantlement. The future costs less amounts
recovered to date shall then be discounted in a manner that accrues the costs over the
remaining life span of the unit.” Thus, under the Commission’s Dismantlement Rule,
future dismantlement costs, less the amount recovered to date, are escalated to the
estimated date of dismantlement and then discounted over the remaining life of each
generation unit or plant site to determine the fixed dismantlement accrual amounts
based on a four-year average of the accruals related to the years between the
dismantlement study reviews. As required under the Dismantlement Rule,
dismantlement studies are conducted typically every four years to reflect the latest
dismantlement cost estimates and life spans and revised annual dismantlement accruals
accordingly.

What is the discount rate FPL used when calculating the dismantlement accruals?
FPL has consistently used the compound inflation rate as the discount rate when
calculating dismantlement accruals. For the 2025 Dismantlement Study, FPL used a
compound inflation rate for each component of dismantlement costs (labor, materials,

etc.) at each unit, which results in an overall average discount rate of 3.62%.
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On page 12 of his testimony, OPC witness Dunkel states that the discount rate
used to calculate the dismantlement accruals should be set at the 6.26% cost of
capital recommended by OPC witness Lawton because, according to him, investor
monies and ratepayer monies should have the same annual cost. Do you agree
with his proposal to use the cost of capital as the discount rate?

No. Putting aside that the cost of capital recommended by OPC witness Lawton should
be rejected for the many reasons explained in the rebuttal testimonies of other FPL
witnesses, OPC witness Dunkel’s recommendation to use the overall cost of capital as
the discount rate is inappropriate, inconsistent with Commission practice, and ignores
the fact that the dismantlement reserve is an unfunded reserve. His recommendation is
also inconsistent with the intent of the Dismantlement Rule cited above, which is to
accrue remaining costs over the remaining life span of the unit. Using the cost of capital
as the discount rate would not equitably and reasonably accrue costs over the remaining
life of the unit.

Please explain the Commission’s policy regarding the discount rate to be utilized
when calculating dismantlement accruals in a utility’s dismantlement study.
Although the Dismantlement Rule does not explicitly state what discount rate should
be applied, FPL has consistently used the compound inflation rate as the discount rate
for over 30 years. Using an inflation rate as the discount rate is consistent with the
Dismantlement Rule’s requirement to accrue costs over the life of the unit. The
compound inflation rate has also consistently been used as the discount rate by other
Florida investor-owned utilities (“IOUs”). For example, the dismantlement studies

filed by Tampa Electric Company and Duke Energy Florida in 2023 and 2024,
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respectively, both used the compound inflation rate as the discount rate when
calculating dismantlement accruals. Notably, the methodology used by Tampa Electric
Company in its dismantlement study was approved by the Commission in a fully
litigated rate proceeding.! To my knowledge, the Commission has consistently
approved accrual calculations that utilize the compound inflation rate. OPC witness
Dunkel has failed to offer any analysis or support for why the Commission should now
depart from this long-standing policy.

You stated that OPC witness Dunkel fails to recognize the fact that the
dismantlement reserve is an unfunded reserve. Can you please explain?

Yes. The amount of dismantlement costs FPL collects from its customers is not
segregated or invested in a restricted account as required for a funded reserve. Instead,
the amounts collected from customers are used to fund current operations, including
any current dismantlement activities. The amounts collected help FPL avoid the need
to raise incremental debt and equity in the period collected. The compound inflation
rate is used to calculate the expected cost in future dollars needed at the time of
dismantlement. Therefore, to appropriately allocate the dismantlement cost to
customers over the life of the plant, the compound inflation rate should be used in the

discount calculation.

I See Commission Order No. PSC-2025-0038-FOF-EI issued on February 3, 2025, in Docket Nos.
20240026-El, ef al.



10

11

12

13

14

15

16

17

18

19

20

21

22

Has the Commission previously addressed the funding of a dismantlement
reserve?

Yes. In Order No. 24741 in Docket No. 890186-EIl, the Commission rejected the
concept of a funded reserve for dismantlement costs and established the methodology
for accruing dismantlement costs for fossil-fueled production plants. In rejecting the
funded reserve approach, the Commission found “...it is in the best interest of the utility
and its ratepayer to continue to provide for this dismantlement cost for the investor
own[ed] utilities in this docket as an unfunded reserve.”

Can you please elaborate on why using an overall cost of capital to calculate
dismantlement accruals is not appropriate?

Yes. Customers are only funding the growth in dismantlement costs over time as a
result of inflation, which is why Florida I0Us have appropriately used a compound
inflation rate to calculate dismantlement accruals.

On page 26 of his testimony, OPC witness Dunkel recommends a reduction to
FPL’s proposed dismantlement accrual based on a negative 25% contingency
adjustment. Do you have a response to his proposed contingency adjustment?
Yes. As discussed in the rebuttal testimony of FPL witness Allis, OPC witness
Dunkel’s contingency adjustment of negative 25% is arbitrary and unsupported. This
adjustment, combined with his inappropriate discount rate recommendation, would
reduce the dismantlement accrual by over 50%, creating a significant shortfall that

would unfairly burden future customers.
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FPL’s proposed annual accrual of $106.4 million is based on detailed, site-specific cost
analyses performed by outside consultants. As discussed in my direct testimony and
reflected in Section 2 of Exhibit NWA-2, the increase from FPL’s current accrual is
primarily driven by the addition of new solar plants and battery storage assets that have
been or will be constructed since the 2021 Dismantlement Study was prepared.
Specifically, about $46 million of the $58.7 million increase is attributable to these new
assets, with the majority of the remainder attributable to cost escalation.

On page 95 of his testimony and on Schedule C-15 of Exhibit HWS-2, OPC witness
Schultz proposes an adjustment to remove $810,454 from the dismantlement
accrual related to the Environmental Cost Recovery Clause (“ECRC”). Do you
agree with this adjustment?

No. OPC witness Schultz appears to misunderstand the relationship between the base
rate and clause portions of FPL’s dismantlement accrual. As shown in Exhibit KF-4
of my direct testimony and the table below, the total increase in FPL’s annual
dismantlement accrual is $58.7 million, which consists of a $59.6 million increase in
the base rate dismantlement accrual partially offset by a $0.8 million decrease in the

ECRC dismantlement accrual.

Current
Approved Proposed Change in
Dismantlement Dismantlement Dismantlement
$ in Millions Accrual Accrual Accrual
Base $36.6 $96.2 $59.6
Clause (ECRC) $11.0 $10.2 ($0.8)
Total $47.7 $106.4 $58.7
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OPC witness Schultz seems to misunderstand that the proposed ECRC dismantlement
accrual adjustment represents a decrease rather than an increase. This apparent
misunderstanding is reflected on Line 12 of Schedule C-15 of his Exhibit HWS-2 where
OPC witness Schultz incorrectly shows $107.2 million as FPL’s total annual
dismantlement accrual, which is overstated by a $0.8 million decrease in the ECRC
dismantlement accrual and does not align with the proposed total annual dismantlement
accrual of $106.4 million presented in FPL’s 2025 Dismantlement Study. Therefore,
OPC witness Schultz’s proposed adjustments to FPL’s total annual dismantlement

accrual on Schedule C-15 are not correct and should be rejected.

III. SCHERER UNIT 3 RETIREMENT DATE
On pages 14-15 of his testimony, FEA witness Andrews disputes the 2035
retirement date used for Scherer Unit 3 in FPL’s 2025 Depreciation Study and
recommends the previous retirement date of 2047 be maintained. Do you have a
response?
Yes, I disagree with FEA witness Andrews’ recommendation. His recommendation
fails to consider critical information about the plant’s projected operation available
from Georgia Power, the primary owner and operator of the plant.
What is the basis for FPL’s decision to propose the 2035 retirement date for
Scherer Unit 3?
FPL’s proposed 2035 retirement date is based on specific information provided directly
by Georgia Power, the primary owner and operator of Scherer Unit 3. In preparation

for FPL’s 2025 Depreciation Study, Georgia Power informed FPL that the most current

10
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expected retirement date for Scherer Unit 3 is December 31, 2035. This
communication was provided as part of FPL’s response to OPC’s First Request for
Production of Documents No. 15, which is provided in Exhibit KF-8 to my rebuttal
testimony. As the majority owner and operator responsible for operating the plant and
making decisions regarding retirement, Georgia Power is the entity best positioned to
determine the operational timeline for this facility.

On page 14 of his testimony, FEA witness Andrews cites to Georgia Power’s 2025
Integrated Resource Plan (“IRP”) in support of his proposed recommendation.
Can you please respond?

Yes. Georgia Power’s 2025 IRP presents two planning scenarios for the expected
retirement date of Scherer Unit 3, either 2035 or 2038. On page 59 of the 2025 IRP,
Georgia Power specifically states:

“With the 2025 IRP, the Company is seeking approval of the following
actions to serve customers, as detailed further in this Chapter.

e Preserve 1,007 MW of reliable existing operating capacity,
beginning in the winter of 2028/2029 through extending the
operation of six generating units:

o Extend Plant Scherer Unit 3 beyond December 31, 2028,
assuming operation of this unit through 2035 or 2038,
depending on the planning scenario. A request for return

of 187 MW of wholesale capacity from Plant Scherer
Unit 3 to retail service.”

Thus, the Georgia Power 2025 IRP is consistent with the information provided by
Georgia Power when FPL prepared its 2025 Depreciation Study, i.e., that Scherer Unit
3 may be retired in 2035. Although the Georgia Power 2025 IRP indicates that there

is a possibility the retirement of Scherer Unit 3 could be extended by three years, there

11
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is nothing in the 2025 IRP to suggest that the retirement date will be 2047 as proposed
by FEA witness Andrews.

Please elaborate on why FPL believes the 2035 retirement date is more
appropriate than the previously estimated 2047 retirement date for Scherer Unit
3.

The 2035 retirement date for Scherer Unit 3 represents the most prudent approach based
on the information provided by Georgia Power. Using this date aligns with FPL’s
responsibility to properly match cost recovery with the expected useful life of this asset.
FPL’s responsibility is to use the best available information when setting depreciation
parameters. Therefore, it would not be proper for FPL to maintain a 2047 retirement
date that is no longer supported by Georgia Power’s own planning.

On page 16 of his testimony, FEA witness Andrews cites to recent executive orders
to further support his proposed retirement timeline for Scherer Unit 3. Do you
have a response?

Yes. FEA witness Andrews’ claim that recent executive orders may require
maintaining the 2047 retirement date for Scherer Unit 3 is incorrect. As FPL stated in
its response to FEA’s Third Set of Interrogatories No. 7, which is attached to my
rebuttal testimony as Exhibit KF-9, these executive orders “will have no immediate or
prospective impact on FPL’s power plants” and specifically would not affect plans
related to Scherer Unit 3 for the reasons I previously explained. Further, to the extent
that Georgia Power makes a future change to the estimated retirement date of Scherer

Unit 3, FPL would incorporate the change into a subsequent depreciation study.

12
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IV.  DEPRECIATION ADJUSTMENTS
Do you agree with OPC witness Schultz’s proposed impacts to depreciation
expense and accumulated depreciation resulting from OPC witness Dunkel’s
proposed adjustments to depreciation rates in FPL’s 2025 Depreciation Study?
No. FPL disagrees with the adjustments proposed by OPC witness Dunkel to its 2025
Depreciation Study for reasons outlined in the rebuttal testimony of FPL witness Allis.
Furthermore, FPL disagrees with the impacts calculated by OPC witness Schultz on

depreciation expense and accumulated depreciation.

OPC witness Schultz’s calculations, which utilize plant in service and depreciation
reserve balances from MFR B-7 and MFR B-9, include amounts to be recovered
through FPL’s cost recovery clauses. This results in an overstatement of his proposed
depreciation expense adjustment to base rates by approximately $45 million in 2026
and $49 million in 2027, as shown on Exhibit KF-2 to my direct testimony. OPC
witness Schultz’s suggestion for reducing depreciation expense by $164.5 million in
2026 and $174.3 million in 2027 is excessively high and inaccurate due to these

miscalculations.

A more accurate approach would be to calculate the adjustment using monthly
forecasted balances at a plant account level rather than applying a top-down composite
rate to a 13-month average plant balance at a functional level. This approach also
ensures appropriate allocation of depreciation expense between base and clause. In

addition, this more accurate and detailed methodology is employed by FPL and aligns

13



with the calculation presented on Exhibit KF-2 attached to my direct testimony, which
details the impacts on depreciation expense utilizing the rates in the 2025 Depreciation
Study by year for base vs. clause in 2026 and 2027.

Does this conclude your rebuttal testimony?

Yes.

14



Docket No. 20250011-EI

FPL's Response to OPC's First Request
for Production of Documents No. 15
Exhibit KF-8, Page 1 of 4

Florida Power & Light Company
Docket No. 20250011-E1

OPC’s First Request for Production
Request No. 15

Page 1 of 1

QUESTION:

Testimony and Exhibits. Within two weeks after filing all testimony and exhibits attached to
testimony, please provide any and all workpapers used to develop all testimony and exhibits
attached to testimony. For any workpapers created electronically in Excel, please provide those
spreadsheets with all formulas and calculations intact. For any workpapers created electronically
in a PDF file, please provide that in searchable format.

RESPONSE:
Please see responsive documents provided. In general, where a witness cross-references or relies
upon a different witness, workpapers are provided only for the primary (referenced) witness.

For FPL witness Buttress, details supporting the annual benchmarking analysis are designated as
Highly Sensitive Information, as that term is used in the Confidentiality Agreements in use in this
proceeding. Supporting files will be made available for inspection at the offices of Shutts & Bowen
LLP, located at 215 South Monroe Street, Suite 804, Tallahassee, Florida 32301, provided the
reviewing party has executed the Confidentiality Agreement and remains in compliance with the
requirements of the Confidentiality Agreement associated with the review of Highly Sensitive
Information.

For FPL witness Whitley, please note confidential attachments pertaining to the AURORA
model’s input and output files are configuration files that can only be opened through the use of a
software application that is proprietary to Energy Exemplar. These configuration files contain data
that is provided in Mr. Whitley’s other support files provided with this response, along with output
information derived through the AURORA model. Upon request, FPL can detail and demonstrate,
under appropriate confidentiality protections, how the confidential AURORA files were used in
deriving FPL’s proposed resource additions.












Docket No. 2025001 1-EI
FPL’s Response to FEA's Third
Set of Interrogatories No. 7
Exhibit KF-9, Page 1 of 2

Florida Power & Light Company
Docket No. 20250011-E1

FEA’s Third Set of Interrogatories
Interrogatory No. 7

Page 1 of 1

QUESTION:
On April 8, 2025, the President issued Executive Orders (EO) pertaining to the United States

Electric Grid and the Coal Industry. See EOs titled, “Reinvigorating America’s Beautiful Clean
Coal Industry and Amending Executive Order 14241” and “Strengthening reliability and security
of the United States Electric Grid,” signed by President Trump on April 8, 2025. Please provide
a detailed narrative explaining how the EOs will, could, or may affect FP&L’s power plants,
specifically, its proposal to shorten the life of the Scherer 3 coal plant.

RESPONSE:

The referenced Executive Orders (EO), “Reinvigorating America’s Beautiful Clean Coal
Industry and Amending Executive Order 14241 and “Strengthening reliability and security of
the United States Electric Grid,” signed by President Trump on April 8, 2025, will have no
immediate or prospective impact on FPL’s power plants (natural gas, nuclear, and solar) and
specifically its plans to retire its 25% ownership share (215 MW) in the coal-fueled Scherer Unit
3 in Georgia.

FPL stated in its 2025 Ten Year Site Plan that it would delay its planned retirement of its 25%
interest in this Scherer 3 unit, which retirement had been scheduled for the end of 2028
consistent with the primary owner Georgia Power’s plans to retire the unit at that time. Georgia
Power, the primary owner of Scherer Unit 3, now plans to continue to operate this plant for the
foreseeable future. As a result, FPL must follow suit and push out its retirement date for the unit
at a minimum to beyond 2034.

These EOs would not require that the planned retirement of FPL’s interest in Scherer Unit 3 be
delayed or halted. The EO “Reinvigorating America’s Beautiful Clean Coal Industry and
Amending Executive Order 14241 directs the Secretary of Energy and the heads of a number of
other federal executive agencies to develop policies and regulations to support the coal industry
in a number of different ways. This EO does not prohibit the retirement of an interest in a coal-
fueled generation unit as FPL has planned now outside of the 2034 timeframe. Similarly, the EO
“Strengthening reliability and security of the United States Electric Grid” provides for nothing
that would immediately or prospectively halt FPL’s planned retirement of the Scherer 3 unit after
2034. This EO simply directs the Secretary of Energy to develop policies, regulations, and
processes to strengthen the reliability and security of the U.S. electric grid, including
strengthening the Secretary of Energy’s emergency authority under the Federal Power Act, a
uniform system to establish reserve margins for all regions of the bulk power system, and criteria
to identify critical generation resources for system reliability.
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