
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

i 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF 1 

PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SIJRCHARGE 1 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 1 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

) 

RESPONSE OF 
KENTUCKY INDIJSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

1. Provide the naines of each ineinber of the KIUC that in fact is represented by KIUC in 
Case Nos. 201 1-00161 and 201 1-00162. 

RESPONSE: 

Arch Chemicals, Inc. L,exmark International, Inc. 
Ceinex GE - Appliance Park 
Clopay Plastics Products Co., Inc. Mead W es tvaco 
Corning Incorporated NewPage Corp. 
Dow Corning Corporation North American Stainless 
E.I. DuPont de Neinours & Company Schneider Electric USA 
Ford Motor Company Toyota Motor Engineering & Mfg. NA, Inc. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 
PIJBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 201 1 COMPLIANCE 
PLAN FOR RECOVERY BY 

) 

ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 

AND APPROVAL OF ITS 2011 
COMPLIANCE PLAN FOR RECOVERY BY 
ENVIRONMENTAL SURCHARGE 

OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

2. Please provide all data, assumptions and calculations in Excel fonnat with fonnulas intact 
for each of the Baron Exhibits SJB-2 through SJB-6. 

RESPONSE: 

Please see attached compressed file: “Baron Workpapers.zip.” 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILAITIES ) 
COMPANY FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE 1 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 1 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

1 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

3. Provide a detailed description of all changes that would need to be made to LG&E’s [or 
KU’s] tariff to implement Mr. Baron’s proposal. 

RESPONSE: 

Please see response to Question No. 10. The tariff would be modified by adding additional steps 

to implement the additional calculations described in the response to Question No. 10. This 

would include calculations of E(m) values for the non-C&I and C&I rate groups using each rate 

group’s (non-C&I and C&I) “Base Revenues,” the calculation of the non-C&I Environmental 

Surcharge billing factor by dividing the non-C&I E(m) by the non-C&I base revenues and the 

C&I Environmental Surcharge billing factor by dividing the C&I E(m) by the C&I non-fuel base 

revenues. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES 1 
COMPANY FOR CERTIFICATES OF ) 

PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 201 1 COMPLIANCE ) 

In the Matter of: 

APPLICATION OF LOIJISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PIJBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 201 1 ) 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SIJRCHARGE ) 

) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CIJSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY'S 

DATA REQUESTS 

4. Provide a detailed description of all changes that would need to be made to the monthly 
ECR form submitted by LG&E [or K'IJ] to implement Mr. Baron's proposal. 

RESPONSE: 

Please see response to Question No. 10. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SIJRCHARGE ) 

1 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

5.  Refer to Page 7, lines 12 through 15 of Mr. Baron’s testimony where he says: 
“Because the majority of ECR revenue requirements are fixed costs that are unrelated 
to energy use or the level of the Companies’ fuel expenses, it is not appropriate to 
apply the environmental surcharge to customers on the basis of fuel expenses.” 

Given this assertion, explain why it is appropriate to allocate ECR expenses between C&I 
customers and non-C&I customers based on total revenue rather than using net revenue 
for all classes? 

RESPONSE: 

From a pure cost of service perspective, Mr. Baron believes that it would be appropriate to use 

net revenues rather than total revenues for all classes. However, in consideration of gradualism 

and rate impact on smaller non-C&I customers, including residential customers, Mr. Baron is 

only proposing to modify the allocation of ECR expenses among C&I rate classes. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES 
COMPANY FOR CERTIFICATES OF 

AND APPROVAL OF ITS 2011 COMPLIANCE 
PLAN FOR RECOVERY BY 
ENVIRONMENTAL SURCHARGE 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 201 1 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

) 

RESPONSE OF 
W3NTIJCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOIJISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

6. Please provide any work papers or support documents for Mr. Baron’s Table No. 1 at 
page 9 of his testimony. 

RESPONSE: 

Please see workpapers provided in response to Question No. 2. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PIJBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY IJTILITIES 1 
COMPANY FOR CERTIFICATES OF ) 

PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 1 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 201 1-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO m,NTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

7. Please explain how Mr. Baron’s proposal would affect high-load-factor customers served 
on the General Service Rate Schedule. 

RESPONSE: 

Since customers on the General Service Rate Schedule are not billed on a demand metered basis, 

but only on a kw1i basis, there is no recognition of load factor differences among GS customers. 

Because, on average, GS customers have a lower load factor than all C&I customers as a group, 

Mr. Baron would expect that high load factor GS customers would pay a higher ECR charge 

under his proposal. Baron Exhibit-(SJB-6) provides typical bill impacts for GS customers. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES 
COMPANY FOR CERTIFICATES OF 

AND APPROVAL OF ITS 201 1 COMPLIANCE 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 

) 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 201 1 
COMPLIANCE PLAN FOR RECOVERY BY 
ENVIRONMENTAL STJRCHARGE 

) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCICY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

8. Refer to the Direct Testimony of Stephen Baron page 12. Please explain why Rate 
Schedule GS (which does not have a demand charge component) is being treated 
differently that the other rate schedules that do not have a demand charge component 
under the proposed inethodology by the KIUC. 

RESPONSE: 

As explained in Mr. Baron’s testimony, and in response to Question No. 5, it would be 

appropriate from a pure cost of service basis to allocate ECR revenue requirements to each rate 

schedule, including Schedule GS, on a non-fuel base revenue basis. Mr. Baron’s proposal is to 

mitigate the impact on non-C&I customers (e.g., residential, all-electric schools, etc.). Since 

customers on Schedule GS are business customers, Schedule GS should be included in the 

“C&I” rate group. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 201 1 COMPLIANCE ) 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND ) 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 1 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

9. Given that there may be customers who are served on residential rate (“RS”), Volunteer 
Fire Department (“VFD”), Lighting (“LE, “St. LT and P.O. Li.”), Traffic Energy (“TE”) 
and All Electric Schools (“AES”) that have load factors similar to the above-average load 
factor C&I customers, should sucli customers also be allocated ECR charges by removing 
fuel revenue froin the ECR allocator for such customers? 

RESPONSE: 

No. The purpose of Mr. Baron’s proposal is to maintain the current ECR allocation among non- 

C&I customers, such that these customers would be unaffected by the KIUC proposal. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE 1 

In the Matter of: 

APPLICATION OF LOIJISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

1 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

10. Refer to the Direct Testimony of Stephen Baron page 13. Under the KIUC’s proposals 
there would be two different ECR billing factors for each month. 

a. How would the KIUC propose to determine the two monthly ECR billing factors 
in the monthly ECR filings with the Commission? 

b. How would the KIUC propose to determine the actual over/(under) recovery 
position during the review periods? 

c. How would the KITJC propose to perfonn a roll-in to base rates during the 2-year 
review proceedings? 

RESPONSE: 

a. Separate ECR factors would be calculated each month following the methodology used in 

Mr. Baron’s exhibits and workpapers. Step 1 would allocate the monthly ECR revenue 

requirement among the designated non-C&I and C&I rate groups using base revenues. 

Step 2 would separately remove the non-C&I and C&I “Revenue Collected througli Base 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF 1 

PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SIJRCHARGE 1 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 201 1 COMPLIANCE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND ) 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 1 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO I(ENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

Rates.” The result would be a separate “Net Jurisdictional E(in)” for the non-C&I rate 

schedules and the C&I rate schedules. The resulting non-C&I ECR factor would be 

identical to the current factor produced by the Companies’ ECR adjustment clause and be 

calculated in the same inaiuier that is currently used by the Companies in their monthly 

ECR filings. 

For the C&I rate schedules, a ratio would be developed of 1) the remaining “ECR 

revenue requirement less the amount collected through base rates” to 2) the non-fuel base 

revenues based on the average monthly base revenues ending with the current month of 

the rate schedules coinprising the C&I rate group identified by Mr. Baron in his 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 
PIJBLIC CONVENIENCE AND NECESSITY 
AND APPROVAL OF ITS 2011 COMPLIANCE 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 

) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) 
AND APPROVAL OF ITS 2011 
COMPLIANCE PLAN FOR RECOVERY BY 
ENVIRONMENTAL SURCHARGE 

) 

CASE NO. 2011-00161 

CASE NO. 2011-00162 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CIJSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

Exhibit - (SJB-2). The resulting non-fuel base revenue ECR factor for C&I customers 

would be applied to each custoiner’s inontlily non-fuel base revenues. 

b. Mr. Baron would propose that any necessary prior period adjustment by made to the total 

ECR revenue requirement each month, prior to the allocation between non-C&I and C&I 

cus toiners. 

c. Mr. Baron would recoininend that the base rate roll-in follow the existing inethodology 

except that an additional step would be added to the calculations to first allocate the roll- 

in amount to non-C&I and C&I rate schedule groups on the basis of total revenues 

excluding ECR revenues (the current method). For non-C&I rate schedules, the allocated 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES 1 
COMPANY FOR CERTIFICATES OF 1 
PUBLIC CONVENIENCE AND NECESSITY ) 

PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

AND APPROVAL OF ITS 201 1 COMPLIANCE ) 

In the Matter of: 

APPLICATION OF LOIJISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PIJBLIC CONVENIENCE AND NECESSITY ) 
AND APPROVAL OF ITS 2011 1 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

) 

CASE NO. 2011-00161 

CASE NO. 2011-00162 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQIJESTS 

roll-in total would be spread to rate schedules following the current rnethodology that use 

total revenues excluding ECR. For the C&I rate schedules, the allocated C&I roll-in 

amount would be allocated to rate schedules on the basis of total revenues excluding ECR 

arid FAC in base revenues. The resulting roll-in would then be assigned to rate schedules 

and rate elements in the same manner as is currently used by the Companies. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES 1 
COMPANY FOR CERTIFICATES OF 1 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 201 1 COMPLIANCE ) 
PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 

DATA REQUESTS 
LiOUISVILLE GAS AND ELECTRIC COMPANY’S 

11. Refer to the Direct Testimony of Stephen Baron page 15 and Baron Exhibit SJB-6. 
Please provide the calculations for Rate Schedule FLS in the same manner as provided 
for all other Rate Schedules. 

RESPONSE: 

See attached file. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 

PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

1 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOTJISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

12. Refer to the Direct Testimony of Lane Kollen page 4 line 20 through page 5 line 1. 
Provide the calculation of the referenced $161 million and $225 million in savings for 
KU and LG&E customers, respectively. Provide all data, assumptions and calculations in 
Excel format with formulas intact. 

RESPONSE: 

See the workpapers for these calculations provided on the attached CD. 

The $161 million savings calculated for KTJ represents the difference in the Kentucky 

jurisdictional revenue requirement for all years depicted on the worksheet tabs entitled 

“Summary” for two files entitled “Revenue Requirement for KU-As Filed-No Retired” and 

“Revenue Requirement for KU-As Filed GCOC-STD During Const.-No Retired.” 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KIENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SIJRCHARGE 1 

1 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTIJCKY UTILITIES COMPANY AND 
LOIJISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

The $225 inillion savings calculated for LG&E represents the difference in the Kentucky 

jurisdictional revenue requirement for all years depicted on the worksheet tabs entitled 

“Suininary” for two files entitled “Revenue Requirement for L,G&E-As Filed-No Retired” and 

“Revenue Requireinent for LG&E -As Filed GCOC-STD Dur Const.-No Retired.” 

The calculations are also depicted in the data tables for the two graphs depicted in the two files 

entitled “Chart .16% STD During Construction - KTJ” and “Chart .16% STD During 

Construction - LG&E.” 
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COMMONWEALTH OF KXNTUCKY 

BEFORE THE PIJBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF 1 

AND APPROVAL OF ITS 201 1 COMPLIANCE ) 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND ) 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 1 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

RESPONSE OF 
FXNTUCKY INDUSTRIAL IJTILITY CUSTOMERS, INC. 

TO JXJCNTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

13. Refer to the Direct Testiinoriy of L,ane Kollen page 5 lines 7 through 1 1. Provide the 
calculation of the referenced $75 million and $97 million in savings for KU and LG&E 
customers, respectively. Provide all data, assumptions and calculations in Excel format 
with formulas intact. 

RESPONSE: 

See the workpapers for these calculations provided on the attached CD. 

The $75 million savings calculated for KU represents the difference in the Kentucky 

jurisdictional revenue requirement for 20 16 depicted on the worksheet tabs entitled “Summary” 

for two files entitled “Revenue Requirement for IW-As Filed GCOC-STD During Const.-No 

Retired” and “Revenue Requirement for KU-Securitized COC-STD During Const.-No Retired.” 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND ) 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 201 1 ) 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOIJISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

The $97 inillion savings calculated for LG&E represents the difference in the Kentucky 

jurisdictional revenue requirement for 20 16 depicted on the worksheet tabs entitled “Suinrnary” 

for two files entitled “Revenue Requirement for LG&E -As Filed GCOC-STD Dur Const.-No 

Retired” and “Revenue Requirement for LG&E -Securitized COC-STD Dur Const.-No Retired.” 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTIJCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF 1 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 201 1 COMPLIANCE ) 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND ) 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

RESPONSE OF 
KF,NTUCKIY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQIJESTS 

14. Refer to the Direct Testimony of Lane Kollen page 5 lines 16 through 23. Provide all 
prior Commission decisions that includes “the allocation of all new tax-exempt pollution 
control debt” to environmental projects. 

RESPONSE: 

Mr. Kollen is proposing a refinement of the existing methodology to inore directly tie the actual 

debt issued to finance the new environmental projects to the costs recovered through the ECR. 

The Commission has refined its methodology on several occasions to achieve this objective. Mr. 

Kollen is aware of the Commission’s Order in Case No. 93-465 wherein the Coininission used 

the 5.85% interest rate froin a new tax-exempt pollution control debt issue as the rate of return 

for all costs pursuant to the 1994 Plan. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF 1 
PIJBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 1 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KIF,NTIJCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

15. Refer to the Direct Testimony of L,ane Kollen page 8 lines 1 through 4. Provide all 
supporting documentation that would indicate that “the proposed regulations may never 
be adopted.” 

RESPONSE: 

Mr. Kolleds understanding is that a proposed regulation is not final and binding until such time 

as it becomes final. According to the EPA’s website, a proposed regulation is one that is 

currently under development. At this stage, the proposed regulation could later become final as 

proposed, become final as modified, or withdrawn altogether. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF PXNTIJCKY UTILITIES 1 
COMPANY FOR CERTIFICATES OF 1 
PIJBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 201 1 COMPLIANCE ) 
PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

16. Refer to the Direct Testimony of Lane Kollen pages 11 and 12. Provide all data, 
assumptions and calculations in Excel format with fonnulas intact that support the two 
graphs. 

RESPONSE: 

See the workpapers for these calculations and graphs provided on the attached CD. See also the 

response to 1-12. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES 1 
COMPANY FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 201 1 ) 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

) 

RESPONSE OF 
KENTIJCKY INDUSTRIAL IJTILITY CUSTOMERS, INC. 

TO KENTIJCKY IJTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

17. Refer to the Direct Testimony of Lane Kollen page 12 lines 6 through 8. Provide a listing 
of all states that have authorized the use of securitization to finance the costs of assets 
that the utility currently owns and operates (excluding stonn reconstruction assets). 

RESPONSE: 

Mr. Kollen is aware that Wisconsin and West Virginia have authorized the use of securitization 

financing for this purpose. Please refer to the presentation by Saber Partners at the NARTJC 

Winter 2006 meeting attached and provided in electronic format on attached CD. 
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COMMONWEALTH OF m,NTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY IJTILITIES 1 
COMPANY FOR CERTIFICATES OF 1 

PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND ) 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE 1 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO mNTIJCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

18. Please state specifically the support for Mr. Kollen’s statement at lines 5-6 at page 20 of 
this testimony, “Short-term debt is used to finance the projects during construction, and 
generally is not used to finance the plant in service amounts . . . .” 

RESPONSE: 

This statement is based on Mr. Kollen’s experience in multiple rateinaking proceedings, 

including claiins inade by utilities, such as Atinos Energy Corp., and precedent by various state 

coininissions, including the Public Utilities Coininission of Ohio, which generally does not 

include short tenn debt in the capital structure for the rate of return applied to rate base excluding 

CWIP. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY IJTILITIES 1 
COMPANY FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

19. Please provide all documents in Mr. Kollen’s possession which refer or relate to Florida 
Public Service Coiriinission Rule 2514.004 

RESPONSE: 

Please refer to the FPSC Rule 2514.004, which was quoted in its entirety in Mr. Kollen’s Direct 

Testimony at 25-26. In addition, please refer to copies of MFR schedules filed by Florida Power 

& Light Company in a recent rate proceeding that address the requireinelits of this FPSC Rule 

and the FPSC Order in a recent TECO rate proceeding, in which the Coininission applied this 

rule despite TECO’s arguments against it. Copies of the relevant pages of these documents are 

attached and included in electronic fonnat on the attached CD. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition for rate increase by Tampa 
Electric Company. 

DOCKET NO. 080317-E1 

ISSUED: April 30,2009 
ORDER NO. PSC-09-0283-FOF-E1 

The following Commissioners participated in the disposition of this matter: 

MATTHEW M. CARTER TI, Chairman 
LISA POLM EDGAR 

KATRINA J. McMURRLAN 
NANCY ARGENZIANO 

NATEGIN A. SKOP 

APPEARANCES: 

LEE L. WILLIS, JAMES D. BEASLEY, KEWETH R. HART, and J. JEFFRY 
WAHLEN, ESQUIRES, Ausley & McMullen, Post Office Box 391, Tallahassee, 
Florida 32302 
On behalf of Tampa Electric Comr>anv ITECO) 

PA'M'Y CHRISTENSEN, ESQUIRE, Offce of Public Counsel, c/o The Florida 
Legislature, 1 1  1 W. Madison Street, Room 812, Tallahassee Florida 32399-1400 
On behalf of the OfEce of Public Counsel (OPC) 

CECILIA BRADLEY, ESQUIRE, Office of the Attorney General, The Capitol, 
PL-01, Tallahassee, Florida 32399-1050 
On behalf of the Citizens of Florida (OAG) 

MICHAEL B. TWOMEY, E S Q W ,  P.O. Box 5256, Tallahassee, Florida 

On behalf of AARP 
32314-5256 

JON MOYLE, JR. and VICKI GORDON K.AUFMAN, ESQUIRES, Keefe 
Anchors Gordon & Moyle, P.A., 118 North Gadsden Street, Tallahassee, Florida 
32312 and JOHN W, MCWIRTER, JR., ESQUIRE, P.O. Box 3350, Tampa, 
Florida 3 3 60 1 -3350 
On behalf of the Florida Industrial Power Users Grouo ('FIE' UG) 

ROBERT SCHEFTEL W G H T  and JOHN T. L A W ,  III, ESQUIRES, Young 
van Assenderp, P.A., 225 South Adams Street, Suite 200, Tallahassee, FIorida 
32301 
On behalf of the Florida Retail Federation (FRF) 

FPSC-COMMISSION CLERK 
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Depreciation Exuense 

Based on our previous adjustments under Proiected Level of Plant in Service, 
Annualization of Five Simule Cycle Combustion Turbine Units, and Annualization of Rail 
Facilities, the projected 2009 Depreciation and Arnodzation Expense of $194,608,000 shafl be 
reduced by $7,579,485, to an adjusted amount of $187,028,515. (See Schedule 3) 

Taxes Other Than lncome Taxes 

We find that TECO has properly forecasted Taxes Other Than Income Taxes and no 
adjustment is warranted. 

Parent Debt Adjustment 

Rule 25-14.004, F.A.C., states #at “the income tax expense of a regulated company shall 
be adjusted to reflect the income tax expense of the parent debt that may be invested in the equity 
of the subsidiary where a parent-subsidiary relationship exists and the parties to the relationship 
join in the filing of a consolidated income tax return.” Further, Rule 25-14.004(3), F.A.C., states 
that “it shall be a rebuttable presumption that a parent’s investment in any subsidiary or in its 
own operations shall be considered to have been made in the same ratios as exist in the parent’s 
overall capital structure.” Rule 25-1 4.0O4(4), F.A.C., provides that: 

The adjustment shall be made by multiplying the debt ratio of the parent by the 
debt cost of the parent. This product shall be multiplied by the statutory tax rate 
applicable to the consolidated entity. This result shall be multiplied by the equity 
dollars of the subsidiary, excluding its retained earnings. The resulting dollar 
amount shall be used to adjust the income tax expense of the utility. 

In W R  Schedule C-24, TECO provided some of the information required to caicuiate 
the parent debt adjustment, but did not include an adjustment to income tax expense to reflect the 
parent debt in the calculation of its requested revenue requirement. In Interrogatory No. 11, the 
Company was asked to provide the financial information necessary to make a parent debt 
adjustment in accordance with Rule 25-14.004, F.A.C. The Company provided the following 
information: 

Debt Ratio of the parent 19.01% 

6.90% Debt Cost Rate of the parent 

Consolidated Statutory Tax Rate 38.575% 

Subsidiary Equity $1,90 1,759,000 

In its response, the Company also provided an alternative set of data, which it labeled “Company 
Position,” as follows: 
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Debt Ratio of the parent 

Consolidated Statutory Tax Rate 38.575% 

0.00% 
6.90% Debt Cost Rate of the parent 

Subsidiary Equity $0 - $72,957,000 

TECO reiterated its objection to application of the parent debt adjustment in this case, as 
expressed in the testimony of TECO witness Gillette. 

In direct testimony, witness Gillette stated that TECO Energy, the parent company of 
TECO, has $404 million of long term debt on its books. Witness Gillette also stated that there 
were circumstances where the Company could rebut the presumption in Rule 25-14.004(3), 
F.A.C., that a parent debt adjustment is appropriate. According to witness GiUette, “TECO 
Energy did not raise debt to invest in Tampa Electric, nor did it invest the proceeds of the debt it 
did raise as equity in Tampa Etectric.” Witness Gillette stated that the debt was related to TECO 
Energy’s investment in TPS, a former subsidiary which is no longer in existence, 

Witness Gillette provided the following expanded rationale for not applying the parent 
debt adjustment: 

1) as stated above, the debt that exists at the parent was raised for TECO Energy’s 
merchant power plant investments at TPS and was not used to invest in Tampa 
Electric, 2) imputing parent debt would result in an inappropriate imputed capital 
structure given how TECO Energy raises capital on behalf of its regulated and 
unregulated companies, 3) imputing debt for the cumulative equity infused to 
Tampa Electric over time ignores that the vast majority of the equity that exists at 
Tampa Electric was invested by TECO Energy in Tampa Electric during times 
when either no parent debt existed or at a time when parent debt was actually 
being repaid, and 4) TECO Energy’s internal subsidiary 100 percent net income 
dividend policy results in an overstatement of the paid in capital equity amounts 
that have required the investment of parent capital as used in the parent company 
debt rule calculation. 

Witness Gillette stated that at the time of the Company’s last rate case, TECO Energy had 
approximately $100,000,000 of debt related to its Employee Stock Option Trust, and that this 
debt was not imputed to TECO in the rate case. We have reviewed Order No. PSC-93-0165- 
FOF-ET, and note that there is no discussion of the applicability of the parent debt adjustment in 
the order.30 

Witness Gillette stated that between 1998 and 2003, TECO Energy raised approximately 
$3.4 billion dallars of external capital, including approximately $2.1 billion in debt, He asserted 
that the bulk of this capital was invested in TPS and other unregulated subsidiaries. He also 

30 S-qg Order No. PSC-93-0165-FOF-EJ, issued February 2, 1993, in Docket No. 920324-EI, Jn re: ApDlication for a 
rate increase bv Tampa Electric ComDany. 
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stated that TECC) Energy has not raised debt outside this time frame and has, in fact, paid the 
balance down to its present level. 

Zn addition to his argument that the parent debt adjustment is inappropriate because none 
of the debt proceeds were invested in TECO, witness Gillette also stated that the $1,901,759,000 
of projected subsidiary equity is overstated because TECO Energy's policy requires subsidiaries 
to pay dividends equal to all of their net income to the parent. Most of these dividends are paid 
out to TECO Energy shareholders, and some are reinvested in the subsidiaries, He expressed the 
opinion that the accounting treatment of these transactions results in amounts that should 
properly be classified as retained earnings of TECO, but are instead classified as paid in capital 
on the financial statements. Rule 25-4.004(4), FAC. ,  states that the subsidiary equity used in 
cafculating the parent debt adjustment does not include retained earnings. Witness GiUette 
maintained that the appropriate subsidiary equity to be used in a parent debt calculation in this 
case would be approximately $72 million, rather than the approximately $1.9 billion reflected in 
the financial statements. 

In its post-hearing brief, OPC disagreed with TECO's rationale for not applying the 
parent debt adjustment. OPC noted that the assets of TPS are no longer on the consolidated 
books of TECO Energy, and that the remaining debt must be repaid from corporate funds of 
TECO Energy, which could include funds generated by TECO. OPC noted that TECO Energy 
receives the tax benefit of the interest paid on the debt, but cannot specifically link the tax benefit 
to a subsidiary which no longer exists. h its statement of position, OPC stated that a parent debt 
adjustment should be made in the amount of $8,140,774. OPC does not explain how this amount 
was calculated. 

We amcur with OPC that the Company has not effectively rebutted the presumption that 
the parent debt adjustment should be applied in this case. Xn his testimony, witness Gillette 
admitted that ''tracing h d s  is a complicated and difficult exercise." Xn ruling that a parent debt 
adjustment was required in a case involving Indiantown Company, Inc., we stated: 

Based on ow analysis, the nile requires that a parent debt adjustment be made in 
this proceeding. Further, the rule does not allow for specific identification of debt 
from the parent to the subsidiary utility. Since the utility is included in the 
consolidated income tax retums of the parent, we believe that it would be very 
difficult to prove specific identification to ady the utility. Rule 25-14.004(3), 
Florida Administrative Code, states that it shall be a rebuttable presumption that a 
parent's investment in any subsidiary or in its own operations shall be considered 
to have been made in the same ratios as exist in thhe parent's overall capital 
structure. ' 
Rule 25-14.004, F.A.C., is based on the premise that debt at the parent level supports a 

portion of tile parent's equity investment in the utility. Since the interest expense on such debt is 

31 See Order No. PSC-00-2054-PAA-WS, issued October 27, 2000, in Docket No. 990939-WS, In re: Apalication 
forate  increase in Mortin County bv Indimtown Comanv. he. 
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deductible by the parent for income tax purposes, the income tax expense of the regulated 
subsidiary is reduced by the tax effect, Furthermore, the Company has not demonstrated that the 
interest on the debt on its books can be attributed to any source other than the general funds of 
the parent. 

With respect to the subsidiary equity amount to be used in the calculation of the parent 
debt adjustment, we find that it is appropriate to use the fill amount of paid in capital reflected 
on the books and records of the Company. Witness Gillette criticized what he characterizes as a 
change in classification of retained earnings to paid in capital resulting from TECO Energy's 
dividend policy, However, he does not contend that the current books and records are not 
presented in accordance with generally accepted accounting principles (GAAP). In a case 
involving United Telephone of Florida (UTI), we required the use of UTI'S current capital 
structure in the computation of a parent debt adjustment, stating: 

However, we must determine the capital structure to be used for that adjustment. 
United, although opposed to the parent debt adjustment, proposed that if such an 
adjustment was to be made it should utilize the parent's 1983 capital structure which 
preceded the significant increase in debt at the parent leveI to finance the acquisition 
and expansion of US Sprint. OPC contends that the Commission should not apply 
the parent company debt adjustment proposed by United based on UTI'S debt level 
in 1984, because such a procedure would implicitly assume that it is possible to trace 
dollars. However, if the Commission chooses a procedure to trace funds, then a 
double leverage capital adjustment utilizing UTTs 1983 consolidated capital 
structure and cost rates to determine cost of common equity should be used. 

We believe that the current UTI capital structure should be used for determining the 
parent debt adjustment. It would not be appropriate to use UTF's 1983 capital 
structure for ratemaking purposes in 1993; similarly, it would make no sense to use 
UTI'S 1983 capital shcture for rndking a parent debt adjustment for ratemaking 
purposes in 1993. Additionally, we will not use the double leverage adjustment 
suggested by OPC, The double leverage formula inherently traces fknds to their 
capital source, but we consider funds to be fungible. Also, we believe that a double 
leverage adjustment for UTF may result in an ROE that understates the Company's 
required return on capital. Accordingly, we shall apply the parent debt adjustment as 
set forth in Rule 25-1 4.004?2 

Accordingly, the parent debt adjustment shall be applied in this case, and the elements of the 
computation shall be based on the projected test year capital structures of TECO Energy and TECO. 
Our calculation of the system income tm expense reduction is as follows: 

'' See Ordw No. PSC-92-0708-FOF-TL, issued July 24, 1992, in Docket No. 91098O-TL, ~ , , A m h c a f i o n  for a 
ratxcrcase bv United Telahone CoxruanY of Florida. 
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Debt Ratio of parent .1901 
Debt Cost Rate of parent x.069 

= .0131169 

= .005059844 
Consolidated Tax Rate X .38575 

Subsidiary Equity X $1,901,759 (in 000s) 
Parent Debt Adjustment = $9,623 (in 000s) 

In MFR Schedule C-4, p. 5, TECQ calculated a jurisdictional separation factor for 
income taxes of 1.003612. Applying this factor to the adjustment calculated above results in a 
jurisdictional adjustment of $9,657,OOO (9,623,000 x 1.003612). 

In conclusion, the Company has not effectively rebutted the presumption that a parent 
debt adjustment should be applied pursuant to Rule 25-14.004, F.A.C. The appropriate 
subsidiary equity amount to be used in the calculation is the projected test year equity of 
$1,901,759,000. Accordingly, the appropriate jurisdictional adjustment is a reduction of income 
tax expense in the amount of $9,657,000. 

Income Tax ExDense 

Bascd on ow adjustments, the requested total income tax expense of $48,492,000 
(current, deferred, and ITC) shall be increased by $6,004,887 resulting in an adjusted total of 
$54,496,887 far the 2009 projected test year. (See Schedule 3) 

Amount Requested $48.492.000 

Commission Adjustments: 

Issue 76 - Parent Debt 
Effect of Other Adjustments 14,677,178 

Interest Synchronization 984.709 

Total Adjustments 6,004.887 

(9,657,000) 

Adjusted Amount $5- 

Proiected Net OperatinP Income 

Based on our adjustments, the appropriate net operating income for the 2009 projected 
test year is $215,013,533. (See Schedule 3) 

Net Operating Income Multiplier 

In calculating the net operating income VOI) multiplier, the only component at issue is 
the bad debt rate. In its calculation, TECO used its 2009 projected bad debt rate of .349 percent, 
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BEFOR33 Tm FLORIDA 
PUBLIC SERVICE CONMXSSXON 

PETPI'ION FOR RATE INCREASE BY ) DOCKE3' NO. 080'677-EI 
FLORIDA POWER &LIGHT COMPANY. ) 

DIRECT TESTIMONY OF LANE KCILLEN 

1 1. QUAUF'ICATIONS AND SUMMARY 

4 

5 Q* 

6 A. 

7 

.8 

9 

10 Q. 

11 A. 

12 

13 

14 Q. 

15 A. 

16 

17 

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 Colonid Park Drive, Suite 305, Roswell, 

Georgia 30075. 

What is your occupation and by whom are you employed? 

I am a utility rite and planning consultant hblding. the position of Vice President 

and Principal witb Kennedy and Associates. 

Please describe youk education and professional experience. 

I earned a Bachelor of Business Administcation in Accounting degree and a 

Master of Business Administration degree, both from the University of Toledo. I 

also earned a Master of Arts degree from Luther Rim UW&ity. '!I! K' a @Thd -y-1 ":-$j hy 

FPSC-CUMMISSIOH CLERK 
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Public Accounpnt, with a practice license; and a Certified Management 

Accountbt. 

I have been an active participant in the utility industry for more than thirty 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 utility services 

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

ratemaking, accounting, taxes, fi.nancial, reporting, financing and management 

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

Management Associates, providing services to investor and consumer owned 

utility companies in the m a s  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 

seryices in the areas of planning, accounting, financial and statistical repoxting 

and taxes. 

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

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

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

prmcdings, I have represented statt?; and Iocd ratemking agencies ar their 

Staffs, including thk Louisiana Public Service Commissian, Georgia Public 

Service Coinmission and various groups of Cities with original rate jurisdiction in 

Texas. I[ also have appeared before the Florida Public Service Co-ssion 
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(“Commission”) in numerous proceedings, including the two most recent Horida 

Power & Light Company (‘WL” ox “Company”) b&e rate proceedings ijn’Dqcket 

Nos. 050045-x?I (2005) and 001148-EI (2002). X have developed and presented 

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

My qualifications and regulatory appearances are further detailed in my 

Exhibit-JLK-1). 

Sixmmq 

Q* 

A. 

Q= 

A. 

Q- 

A. 

On whose behalf are you testifying? 

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

Association ( “ S m ’ )  and individual healthcare institutions (collectively, the 

‘9Xospitals”) taking electric service on the FPL system. 

What is the purpose of your testimony? 

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

rate and recovery clause increases and to make recommendations on the 

appropriate rate increase amounts. 

Please summarize your testimony. 

The Company has recjuested an unprecedented sedes of rate increases in this 

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

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

.Commission’s ratemaking process. These increases consist of a base rate incfiase 
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of $1,044 xpiilion on January 1, 2020, another series of increases on January I, 

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

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

increase of $247 million on January 1, 2011, an estimated initial bsise &e 

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 incxeases through the G B M  for 

hture generation costs. 
I 

I recommend ttiat the Commission rejwt thk company’s’ proposds in this 

proceeding for all base rafz increases after Januacy 1,2010. Instead, the Company 

should file for fi?ture base rate increases closer to the effective dates of such 

increases using ftieu current costs and assumptions. The Commission realisticdy 

crionot determine at this time the reasonable level of revenues and costs that 

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

particularly given the present economic uncertainty. Fmtkm, the Commission 

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

to automatically impose base rate increases to recover selective inmases in 

certain costs without consideration of increases in revenues and reductions in dl 

other costs. 

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

by at least $336.338 million (ne’t of transfers of costs between base rates and 
------ -_ --- -.-- _--.-I--”- -_ ,.~-----.----.----- 



Lane Kollen 
Page 6 

1 various recovery clauses} on January 1, 2010 compared to the Company’s 

2 

3 

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

adjustments ta remove the excessive and inappropriate casts that affect the rate 

4 

5 

. base, operating income and rate-of r e h  that are included in the Company’s 

request. I have summarized #e effects of the SFWHA recommendations on the 

6. following table. 

PLdRIDA POWER AND UGHT BASE RATE INCREASE 
SUMMARY OF SFHHA RECOMMENDATIONS /. 

TESTYEAR ENDING DECEMBER 31,2010 
($ MILLIONS) 

FPL Requannl Beae Rats Increase 

Opcrethrg Income Adjustmenis: 
Reduce O W  Expenses - Olher (Malntah stahu Quo) 
Reduce O W  Expenses - DOE SeUlm’ent Refunds 
Reduce O&M Expenses - AMI fhploymbt SR&I~S 
Reduce O&M Expenses - Develcpmsnt of New CIS 
Remove AnnuaiStom\ Damage Expense Aocnrel 
Reduce OBM labor, Payroll Taxes, and Fringe Bendlts - Produotlvlty lrnprovwnenls 
R&e O&M Labor, Payroll Taxes, and Fdnge hefits  - Nuclear S t a g  
Remove Depredation Bpanse - D e m e n t  d New CIS 
Reduce Depreclatlon Expense - Captld Coal Reductlons 
Reduce Depredatbn Expense - FfvaYear Ambrtrzetian of Depreciation FIeaewe SurpIus 
Redhoe l3epeprscktion Expense - No Accelsmtkm of CapEd Recovery Costs 
Reducie Depnclatlon Expense - Forty Yuar ServicS Life fa Cornblned Cyde Ges U W  
Reduce Depreclation Expense - Ewnwoic Stlmulus Grants for AMI Dapioyment 

Reflect Gr;pitatlxatforilDeterd ot CIS OBM Expenses 
Reduce Pfant for Capltal Expeodtture Redudkrm 
Restate Accum Depr to Reflect Ceprtal Expendilure Reductions 
Restate.Acnm, Depr to ReRed Flve Year Amortltethn of DeprePiation Resenre Surplus 
Restate Aceurn Depr to AdJust Arnortlzedlon P e w s  for Capttal Recovery Costs 
Restate Accum D g r  to Reflect Forty Year Servlce Uves for Combined Cy+ Gas Units 
Restate Gross P h t  and Accum Depr to Reffect Econwhlc Stimulus for AMt Deployment 

Rebalance Common Equity ami Debl In Caplal SrNcture 
Rebalance Long and Short T e n  DeM In CapilalStruchmre 
Eliminate FIN 48 Adjustment to Accumulated Deferred Income Tax 
Reallocate Pro Rata Adjustments to Exclude Gust Oeposlts. ADtT. ITC 
Increase ADIT for Deprecfatlon changes 
Restate ROE at W.496 
Restate Sharr. Term Dew Interest Rate 

Total SFHHA AdjustmcnDp 

S k H A  Recommendation for Bas8 Rate Change on Januery I ,  2010 

Rate Base Adjustrnsnta: 

CapHal.Struc¶ure and Rate  ot ksturn Adjustmento: 

p. --_ -_I -”?-.-_I_ 1 . 1  

(169.256) 
(9.030) 
(5.885) 
17.274 

(149.1p) 
(38.641) 
(21,925) 
(0.W 

(26.719) 
(247.566) 
(83.605) 

(123.750) I 
(1.584) 

0.428 
(92520) 

3.668 
14.569 
3.741 
7.276 
(2.287) 

(121.424) 
(11.018). 
(17.643) 
W.W 
(8.909) 

(232.610)~ 
(1 1.7851. 

($1,379.873) 
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The remainder of my testimony is structured to follow the sequence of my 

s m a r y .  In the next section, I address the Company’s proposed base rate 

increases effective on January I ,  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 propbsed increase by major ratemking 

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

by issue affecting each of those major ratemaking componehts. 

Economic Uncertaintv and Reauesten Base Increase 0x1 Januarv L 2011 and GBRA, 
Increase on June 1,2011 

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

on January X, 2011 based on a “subsequent” test year of 2011’2 

A. No. First, the Con;Unission 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 fiom actual experience and is 

based on a budgeting process covering 2009 and 2010, but which began &anid- 

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

2&8, the Company has engag4 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 Conipany ’s cast 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 

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

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

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

the cost and distraction for all parties of back-to-back rate proceedings.” 

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

reduced as the result of the Company’s cost cutting ef€or& compared to the 

projections in the Company’s 201 1 subsequent year forecasts in this pruceding, 

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 canpot be reasonably determined at 

this the. The reasonable levels of revenues and costs in 2011 are not known and 

measurable today. 

Third, 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 
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16 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 jn another rate filing. [Ousdahl Direct 

at 41. ’!&at may be and the Commission can considei such a requ6st after it is 

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

will barmd 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 tlle @other case in 2010 if 

it continues to reduce its costs through additional reductions in capital 

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

and revenues due to the C X X I I I Q ~ ~ C  rewion.  In any event, it is premature both for 

the Commission and thti Compi~~y to make a detednation at this time as to the 

Company’s revenue requirement in 201 I given the present uncertainty. 

Should the CommiTsson approve tbe Company’s proposed GBRA? 

No. The Company’s propose4 GBRA mechanism represents a radical departure 

from the traditional ratemtiking prcl~kss and should be rejected for several reasons. 

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

operate to automatically implement signrficant future base rate increases as the 

Company adds new generation. The Company effectively will se)f-implemmt 

those base rate increases without the normal regulatory scrutiny and resulting 

cost-control discipline that accompanies the filing, review 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 

al) 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 

serclement 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 earnings feu below a threshold level. Xn addition, the GBRA 

mechanisnj. was tempmy and will expire at the end of this year unless it i s  re 

established in,W 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 refiect cu6t reductions due to the continued depreciation on or retirement of 

existing production plant investment as acknowledged by the Company in 

response to S m  Interrogatory 112. The proposed GBRA mechanism allows 

the company to retain the savings resulting from ongoing fecov&es of existing 

plant investment through depreciation 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 reductions. 

This hdamental flaw will be accentuated the longer the period between 
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comprehensive base rate proceedings. 1 have attached a: copy of the Company’s 

response to’SFFiHA Tnkrrogatory 112 as my Exhibit.-&K-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: reqqimment is at its peak level. Once the Company self-&plements a 

base rate ’increase when a new project enters commercial operatiori, that rate 

increase wiU be permanent and remain at the level when impJemerited, least 

until the next comp&ensive base rate proceeding. Once the increase is 

impledentd, 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 declines 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 maximum 

level and then to retain any savings due to the declining rats base or actual 

expenses that are less than hitidly projected until the next comprehensive base 

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

defer a va1untary 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 hrifT even though it is self- 

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

description of the mechanism and the revenue pxpimnent computations in the 
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1 testimony of any J?PL witness. Company witness Ms. 0usdah.l simply refers to 

2 -  

3 

4 

5 .  

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

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

050045-E1 and 050188-EX and approved by the Commission in Order No. PSC- 

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

6 rate increase mechanism. f,have attached a copy of the settlchent agreement in 

7 that p~!oceeding as my Exhibit-&K-3) for ease of reference. 

8 . 
9 Fifth, based on the Company’s computation of the proposed West County Energy 

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

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

12 Company’s revenue requbment. 

13 

14 Q. Please describe the computatioml problem with the Company’s proposed 

15 GBRA. 

16 A. 

17 

18 

19 

20 

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

separate computation of the WCI3C 3 revenue requirement for the fust 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 

21 comon  equity ratio of 55.80%. A reasonable capital structure consists of 50.0% 

22 c o w o n  equity and 50.0% debt for rating agency reporting purposes wd 53.46% 
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common equity and 46.54% debt for ratemaking purposes, according to S€?KHA 

witness Mr. Richard Baudino's testimony in tiis proceeding. 

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

so-called "incremental" cost of debt xather than the weighted average cost of debt 

outstanding. For exampIe, the Company's computations reflect a 6.43% cost of 

debt on Schedule D-la for the WCEC 3 revenue requirement 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 tern debt in the capital structure. If the WCEC 3 Ate base investment 

was included in the rate base €or the base reveque requirement, then the re& 

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

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

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

benefit by computationally asswning that it does not exist. 

Fifth, tJle depreciation expense is overstated because it i s  based on a 25 year life 

for the WCEC 3 facility. Such a facility has a masonable service life of 40 years 

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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4 Q. 
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recovery. X address the apprbpriate service lives for depreciation expense in the 

Operating Income section of my testimony. 

How should the Company recover ifs costs associated with the West County 

Energy Center Unit 3 and future generation facilitias? 

6 A. If the Company believes that it has ar wiIl have a revenue deficiency for 2011, 

7 

8 

9 

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 

10 years, 
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&eration and Maintenance Expense - Summary; 

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

Company’s most recent actuaf O&M expewxse? 

The Company proposes an incredible increase in O W  expense for the test year A. 

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

summarized on its MFR Schedules C-I 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 OEM expense recovered thiough base rates of $387.414 million, Erom 

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

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

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

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

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

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

This quested growth is excessive when Compared to the Company’s actual 

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

O M  expense in the years 2007 through the 2010 test year (although MPR 

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

23 

24 

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

increase in the O&M expense, and the annual percentage increase in the CPI. The 
.-..-- I -,--- _.--_---_x .- -^ -,_- ____-_- __c-_c__----- -- --- -I-- 
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results show that the Company effectively managed its total Ron-fuel O W  

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

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

compared to the actual O&M expense in 2007. Xn ocher words, the Company 

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

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

idation. 

T h i s  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 m e  q u m  last 

year, The Comp&y hb further reduced its O&M expense in 2009 compared to 

2008 and cornpar@ 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 earnin@, FPL Group cited the Company’s reduction in O&M expense as 

the driver of &e Company’s increased earnings in the fist quarter 2009 compared 

to the first quarter 2008. - I have @ached a copy of the relevant pages from the Company’s 

XO-Q as my mbit-(LK4), a copy of the FPL Group press ralease as my 
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Exhibit--,(zx-5), and a copy of the 

a6 myd3xhibit-(LK-6) (confidential). 

Are expense increases of this magnitude jwtified? 

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

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

Company’s prpven ability to implement cost redbctions, including the effects of 
4 

productivity improvements through capital investment and continued efficiency 

ijrnprovements thzrrugh the adoption. of best pmctices, and given the Company’s 

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

has implemented to-date in 209. 

The Company’s lest year‘O&M expenses should be no more than tbe actual 2008 

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

M y  certain of the increases in expenses are ~ O M R  and measurable at this time, 

and thus potentially justifmi, such as the expenses due to the commercial 

l 

operation of new generation, specificidly the West County Enmgy Center Unitti 1 

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

measurable, but rather represent significant and largely ‘wjutstified expansions of 

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

resulting from inflation and othtir forecasting assumptions that tend to increase 

expenses when used to support a proposed rate increase. 
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Q. 

A’ 

Q* 

A. 

, ”  

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

level of O&M expense increases? 

I recommend a significant reduction in the Company’s proposed non-fuel OgiM 

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

approach. Undex the top-down approach, I recommend that the Commission lilnit 

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

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

and clause recoveries andincreases to incorporate the WCE,C I and 2 expenses. 

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

Company’s proposed test year O&M e x p s e  to reflect specific adjustmenb to the 

Company’s requested amount. Given the Company’s mductions in O&M 

expenses in the first quarter of this year to levels below 208,  the Commission 

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

reduction in the test year O W  expense under either a top-down or bWom-up 

approach. 

Please describe the topdown approach to determine th6 reasonable level of 

test year O&M expense. 

The topLdown approach’reffects the “status quo” and relies on the use of the 

historic test year BS 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 Coqrnission should 

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

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

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

general increase in nopfuel O&M expense increase in the 2020 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 infiation, if any, in 2009 and 2010, will be at feast offset by reductions in 

expenses due b pt~ductivity improvements and other cost-reductions. The top- 

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

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

expenses for the first quarter this year compared to the same quarter last year, 

In addition, the topdown approach recognizes that there are and should be 

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

infrastructure investments” to “bettex manage work, assets, people, and 

@mtt at 271 that are included in rate base. The rate base investmen+ have the 

effect of “reducing costs while enhancing many aspects -of service to customem,” 

[Barrett at 271. The C o d s i o n  should ensure that ratepayers actually get the 

benefit of the expense reductions due to the investments made to achieve those 

reductions. 
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Pinally, the top-down approach recognizes that utilities manage their O&M 

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

Company aggrasively rnanag5s its O&M expense when it c m o t  

contem~oraneously recover increases and is able to retain the earnings benefits 

from its actions. However, if the Company i s  provided exkessive recoveries 

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

expenses without consequence, and override the nom1 seif-inter@@ in cost- 
. .  

. .  contrbl. 

m I have attached these \-~ as my Exhibit-(LX- 

7 (confidential) and Exhibit-@) (confidential) -, rqx=xWe1Y. 

Tn cmjunction 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 various clauses for recovery, and 2) add specific 

and unavoidable cost inc~ases ,  such as the increases in non-fuel 0- expense 

associated with WCEC 1 and 2. 

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

test year O&M expense. 

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

the requested amounts are reasonable, Amounts that are not reasonable shoujld be 

specifically clisallowed. In this manner, the Commission can determine the 

overdl rezisonable level of O M  expense through the top-down approach; but 

confirm and refine the result of the top-dom approach by stakting with the 

Company's request and reducing it for unreasonable expens& through the 

bottom-up approach. 

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

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

I 

by $397.648 d l i o ~ .  This reduces the Company's requested test year O W  

expense frora the $1,694.367 million requested to the $1,306.953 miltion 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 in O&M expense for WCEC 1 a d  2 ($18.918 million), and 3) the 

reduction due to the DOE refunds that I subsequently discuss ($9.OOO million), 

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). 

1 obtained the Company's proposed known and measurable changes from the 

Company adjustments shown on MPR Schkdule C-2. I obtained the O&M 
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I 

Q* 

A. 

Interrogatory 119. 1 attached a copy of this response as my Exhibit--&K-S)). Z 

discuss and provide the source of the DOE refund amount in subseqrient section 

of my testimony. 

Although I recbmmend this net reduction in O&M expense based on the top-down 

approach, 1. also have disaggregated the net reduction into various specific 

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

characterized the difference between the net reduction based on the top-down 

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

approach as an “other” adjustment on. tbe tabIe in the Summary section of my 

testimony. 

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

O&M expense?. 

First, I re%wcd the forecast assumptions reflected in the Company’s projected 

2010 O&M: expense to identify assumption-cbiven reasons for the proposed 

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

benchmark analysis summarized on MF.R Schedule (2-41 to identify specific 

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 leveIs to 

identify specific functional mas where the Company proposed excessive growth 

in O M  expenses. Finally, I reviewed the Company’s responses to the SI?.BHA 



L&e Kollen 
Page 23 

1 discovery as well as the responses to other parties’ discovery to identify 

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

3 

4 

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

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

A. 

Q*. 

A. 

Q. 

A. 

E d  the Company: include an explicit assumption regarding productivity 

improvements and the resulting expense reductions given tbe Company’s 

history of controlling the growth in payroll costa bdow the rate o€ inflation? 

No. The Company reflected significant increases in 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 Mth its hiscarlr: experience? 

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

managed i t s  O&M expenses so that annual increases are less than the taw of 

inflation. 

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

The Company achieves such productivity improvements through capital 

investment in assets that reduce maintenance r q b m t s  and allow fewer 

employees to do more in less time as well as the adoption of best practices in 
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1 managing processes. Company witness J. A. Stall described how the Company’s 

2 

3 

nuclear production business unit achieves $uch efficiencies. Mi. Stall states that: 

“we continuously pursue standardization of programs and procedures and share 

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

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

6 

7 

Excellence project, stating: ‘&In the “j?KOCeSS category, the project focuses on 

implementing a procedure upgrade program, reducing the corrective action 

8 .  backlog, upgrading training programs, .and implementing process improvements 

9 

10 

. I1 

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

project is focused on reducing on-line and outage rsain’tenance and corrective 

action backlogs, proactive management of agemlated corrosion and coatings 

12 related issues, improving operational margin, and implementing a preventative 
~ 

13 

14, 

15 

Ililaintenance optimization prograa” [Id., 22-23]. In addition to the Turkey Point 

Excellence program, the Company haS replaced major equipment componen@, 

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

, 16 nuclear units. [Id., 141. “he Comphy has invested hundreds’of millions of 

17 doll- in capital expenditures to replace and upgride other equipment and is now 

18 

19 [Id, 281. 

enga.g& in numerous long-term equipment reliability projects at the nuclear units. 

21 Q. Am the Company’s historic productivity achiwements consistent with the 

22 prpductivily improvements across the national economy? 
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1 A. Yes, The following table summarizes the national non-farm productivity 

2 . improvements in recent years. The indices were obtained from the US. Bureau of 

3 

4 

Labor Statistics website. I added the columh labeled "% ]increase" and computed 

the 5 year simple average, 10 year sirnple average and the most'recent annualized 

5 

6 

level in the first quarter 2009. 

BLS Productivity Statistics, 
Serfes Id: 'PRS85006093 i 

7 

Nonfarm Business 

Year I Qtrl  1 'Qtr2  I Qkr3 1 Qtr4'  I Annual 
I I .  . 

8 '  

9 Q. ShouId the CornWsion reflect ongoing productivity improvements since 

10 2008 in the: test gear? 

11 A. 

.12 

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

expense to reflect productivity improvements and thus, reductions in pap]. and 

related expmna. In addition to the Cornpaw's demonstrated ability to reskain --. -_I -. 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 rhat 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 

Compipy either will retain the savings or otherwise increase its actual O W  

expenses tu the levels included in the revenue requirement or some combiriation 

of the two. 

1 

Have you qmmtified 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% mnually, which will offset the Company’s general 

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

Company’s most recent experience at more %tin offsetting inflation increases in 

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

improtrement, which converge on a 2.0% amqd improvement as reflected in the 

preceding table. 

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

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

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

, the 2009 and 2010 productivity improvements compared to 2008. 1 obtained the --- *-.----- -I--”.---- 
-_-___. -----.---.----. 
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O&M expense portion of the Company’s projected 2010 payroll expense fiom the 

Company’s response to S m  Interrogatory 297, a copy of which T have 

attached as my Exhibit__(LK-IQ). 
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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 mounts, 1 applied thi same 4.04% cumulative productivity factor to these 

expense mounts. I obtained the payroll tax expense from the Company’s hifma 

Schedule (2-20 and tha base recovery portion of the fringe benefits expense from 

the Company’s response to SPHHA, hterrogatory 297. 

My co&putations of the reductions in payroll and related expenses axe detailed. on 

my Exhibitt__(JX-ll). 

O~eration and Maintenance Expense - NaElear Staffing 

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

to reflect staf6ng increases? 

Yes. The Company praposes 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 

training requirements as one reason for the praposed $37.298 million in excess 

A. 

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

C4l .  
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Q. 

A. 

The increase of 270 employees also was cited by Company witness J. 

his testimony as one of the reasons for the $43.4 million inmease 

A. Stdl in 

in 'nuclear 

production O W  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 achtally 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 masons and 

the kounts related to each of thase primary reasans for the proposed increases in 

nuclear production O&M expense in response to SF%CH.A Interrogatory 240, a 

copy of which I have attached as my Exhibit-&K-12). In this "discovery 

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

payroll costs to mflect 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. 

How have the Company's actual nuclear staffing levels increased since 2006 

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

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

200'7 and 2008, or 12%, from 2 0 6  levels, according to the Company's response 

to SFHJiTA Interrogatory 292. I have attached a copy of the Company's 

supplemental response BS my Exhibit-(LK-13). The primary reason cited by 
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Q- 

A. 

Q; 

A. 

the Company for the increased nuclear staffing was to “anticipate and ultimateiy 

compensate for aftrition and retirements.” 

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

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

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

pipelixie” as the prirmary reasons for the proposed increases in staffing levels in 

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

SmxHA htenogatory 291. 

How bas the Company% nuclear staffing actually changed since the end of 

2U081 

The Company has been systematically reducing R U C ~ ~ U  staffing since September 

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

and 2010 budgets and thus,’ in the test year O W  expense. ’zn the Company’s 

supplemental response to S m  Interrogatory 291, the Company’s nuclear 

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

since then. 

Q.. Should the Commission reflect the additfonal increases in nuclear production 

staiBng in the test year ostensibly necessary for the Apprmtiwhip Program 

and the operations training pipeline? 

No. The Commission should reject the increase in nuclear production O&M A. 
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expense for an additional 270 p6sitions. First, the Company already increased 

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

reason. The Company's praposd will result in a cumulative staffing increase of 

23% from 2006 to 2010. Increase 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 n o m 1  requirements sa 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 yew. 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 Florida 

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

compared to its budget. 

Thiid, the Company's proposed increase in stafeg levels i s  inconsistent with the 

significant capital investments the Company has made and inch&ed in rate base to 

improve the pedomcc  and material condition of .its nucleat facilities that 

should reduce s M n g  levels and O&M expense, not increase it year after year for 

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

inconsistent with the Company's expense "investments" incurred through such 

efiixts as the T W ~ Y  Point Exceaence project, reduciqg maintenance backlogs, 

reducing attrition rates, and improving employee efficiency consistent with -- .- ....IL 

- -. 23 
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industry best practices. Theso activities and investments are described 

extensively by Company witness 3. A. Stall in his testimony. At some point, the 

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

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.goint at which ratepayers 

should reap those benefits is during the tRst year that s e ~ &  89 the basis for setting 

the Company’s revenue requirement. 

‘ 

What is your recommmdation regarding the proposed increase nuclear 

production staffing expense? 

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

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

increased staffing to meet its alleged and seemingly never ending arid growing 

Wtion and training requiTements. 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 Conipany, plus the 

related expenses of $1.194 million in payroll taxes and $2.158 million in 

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

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

Operation andh.intenmce Emense -DOE Settlement 
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Q* 

A. 

Phase describe the litigation and settlement between FPL and the US. 

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

FPL and other parlies sued the 1J.S. Department of Energy (“’) seeking 

damages caused by .the DOE’S faiIure to dispose of spent fuel from the 

’ 

Company’s nuclear generating facilities. W L  describe5 the litigation and the 

settlement of that litigation in its SEC Porn 10-Q for the quamx ending March; 

31,2009”as follows: 

Xn March 2009, FPL, certain subsidiaries of NextEra Energy 
Resources and certain nuclear plant joint owners signed a settlement 
agreement with the US, Govermckt (settlement agreement) agreeing 
to dismiss with prejudice lawsuits fded against the U.S. Government 
seeking damages caused by the US. Department of Energy’s failure to 

Resources’ nudear plants, In connection with the kettlement 
agreement, R’PL Group established an approximately $153 m i o n  
($100 million for WPL) receivable from the US. CDvemment and a 
liabiity to nuckar plant join owners‘of $22 million ($5 -on for 
F’PL), which are included with other receivables and other current 
liabilities, respectively, in the condeased consolidated bdmce sheets 
at Match 31,2009. In additinn, Em, Group redaced its March 31, 
2009 property, plant and equipment balancea by $107 million ($83 
loilIion for FPL) and, for the three montbs ended March 31, 2009, 
reduced operating expenses by $15 rnil€ion ($12 millloa for FPL} and 
increased operaling revenues by $9 million. Tbe payments due from 
the US. Gmemment under the settlement agreement increased FPL 
Group’s net income for the three months ended &rch 31, 2009 by 
appmxixtntely $16 million ($9 million for FPL). A mbstantial portion 
of the momt due from the US. Government is expected dwing the 
second quarter of 2009. FPL and NextEra Energy Resources will 
continue to pay fees to the US. Government’s nuclear waste b d .  

4 dispose of spent nuclear he1 &oh FPL’s and N d r a  Energy 

The Company also described the settlement, providing additional detail;in 

response to SF%lHA Intefrogatmy 237, a copy of which I have attached as my 

Wbit-(XX-l5). 
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Q. How did the Company reflect the resuks of the DOE settlement in the test 

year? 

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

but fahd to reflect any reduction in eipenses for the ongoing reimbursement 

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

following: 

'. 
Therefore, the 2010 plant balances used to calculate test year results 
reflect W estimated reduction and customers will receive tbe benefits 
associated with the SNF settlement through future rat&. Reductions 

' iu prospective costs should likewise occur BS DOE rehbmes FPL foi. 
SNF' costs incurred in 2009 and beyond. These refunds were not- 
forecasted in the Test Year and Subsequent Year revenue 
requirements? 

Q. Should the ongoing DOE refunds be reflected in the test gear as a reduction 

to the revenue requirement? 

Yes. "he failuse to reflect the refunds in the test year clearly was an enor in the A. 

Company's filing given the ongoing nature of the DOE reimbursements resultin8 

from &e litigation settlement. 

Q. What amount should the Commsssion refleet in the test year? 

A. 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 lest year. The revenue requirement effect is $9.030 million. 
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Customer Accounts andsales Expense - AMI 

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

requirement for the deploymexlt of AML meters and related infrastructtlre, 

The Company included $7.4 million in accouht 902 expense for the deployment 

of its new advanced mebring initiative meters and related infraskuctwre. The 

A. 
, 

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 

SFKKA htenogitories 120,289 and 290. I have attached a copy of each of these 

responses as my E X h i b i t ~ ~ - l b ) ,  Exhibit-(LK-l7) and Exhibit-&K-18), 

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

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

attached as my Exhibit-(LK-19). 

Q. How many of the proposed AMI meters will be deployed tn the test year? 

‘A. The Company’s test year refl- 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 

to SIBHA xntencogatory 289. The Company plans to deploy a total of 4,346,000 

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

total AMI meters on average dwing the test year or 30.0% of the total by the end 

of the test year. 
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Q. 

A. 

Q. 
A. 

Q. 

A. 

Does the Company expect that the AMI meters will r&dt 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 a h  all 

AMI meters are deployed, awarding to SPHWA Xnterrogatory 243, a copy of 

which X have attached as my Exhibit-JLK-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 SFJXHA Interrogatory 289 (replicated as my 

Exhibit-(I,K-17). This is only 1.2% of the miualizeb savings the Company 

projects upon full deployment. 

Is the Company's estrmate 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 investment4n rate base for the test year is unreasonable. 

upon deployment of these AMI rnetexs, the company w i ~  reduce expknses 

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, in approximately the same proportion as it 

has deployed the AMI meters. The Codss ion  should match the savings witb 

the costs and Ieflect 16.9% of the annualized O&M expense savings consistent 
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Q* 

A. 

wi& the inclusion in rate base of 16.9% of the cost of the total AMI meters the 

Company plans to deploy. . 

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 million in order to match tlie savings in expense to the investment 

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

$38 rnilIion anndzed savings u p n  full deployment and rmbtracted the $0.418 

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

Customer Accounts and Sales Expense - CIS 

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

requirement for the development of a hew chstomer infonnation system. 

A. The Company ihcluded $7.250 million in account 903 expense and $0.504“ in 

depreciation expense for &e development of a new customer infonnation 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 Sx.rHHA Interrogatories 287 and 288. I have attached a copy of 

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

respectively. 
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The costs the Company included as expense are for the preparation of a detailed 

project plan, review of scope and .preliminary project requirements, approval of 

scoping study documentation and preparation for data conversion, according to 

the Company’s response to Sl33X.A hterrogatory 284. I have attached a copy of 

+ 

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

Q. Should any of the ‘CIS developmental costs be.expensed for ratemaking 

purposes? 

A. No. These costs should be either capitalized to the CIS plant costs 01 deferred as 

a regulatory asset €or ratemaking purposes rather than expensed in the test year. . 

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

purposes, according to its response to S m  Interrogatory 284; however, the 

accounting does not and should not control the ratemaking treatment even 

assuming that the Company’s proposed accounting txeatment 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 %ill be capitalized as 

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

new CIS is implemented in June 2012. Thus, the cosk are not recurring in nature 

a d  should be appqded to the CIS capitalized asset or deferred for ratemaking 

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

useful service life as the CIS asset. 
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1 Q: 

2 

Haw you quantified the revenue requirement effect of your recommendation 

to capitalize or defer this expense? . 

3 A. Yes. The Commission should reduce the revenue requirement by $7.2’74 miUion 

4 .  

5 

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

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

6 The computations are detailed on my Exhibit-w-24). 

7 
8 
9 

Pddnistrative and General Expense - Storm Damage Accrual 

10 Q. Please describe the Company’s proposal to “reestrlbhh” an annual accrual 

11 for the Company’s storm damage reserve. 

12 A. The Company proposes to m v e r  through base rates an annual storm damage 

13 

14 

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

quest  has a revenue requiremefit effect of $149.162 million. The Company 

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

16 

17 

Company presently recovers storm damage expense through a surcharge. Tne 

Company does not propose a reduction in the surcharge amounts. 
I 

ia  
19 The Company’s rate request is sponsored by Cornpany witness Mr. Armando 

20 

21 

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

witness Mr. Stephen P. Harris of ABS Consulting using a proprietary probabilistic 
\ 

22 simulation model. 

23 
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A. 

22 . 

23 

Please describe the Commission’s historic framework for WL’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 ktes through a stom 

damage expense accrual. This expense amount. was xecovered from ratepayers 

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

inc-, FPL charged these costs to the reserve, regar@ess of whether they wem 

costs that normay 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 historicdy was in a surplus 

until a series of severe hurricanes and stoms in 2004 depleted the reserve and the 

storm damage reserve became a deficiency. The Commiissiou authorized a 

provisional storm restmation mrcharge in Docket No. 041291-1E31, which it 

affirmed in Order No. PSC-O5-0937-POF-E1, to provide the Campany recovery of 

the r e m e  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 

mount 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 ~ s e r ~ e  and 
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were required to be capitalized to plant in service. Tlris,change also meant that 

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

reserve to avoid recovering the same costs twice. 

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

rexnoving aU such recoveries from base rates and instead providing all recoveries 

through a storm damage surcharge rider. Xn the Comp;iny’s last base rate increase 

proceeding, Docket No. 050045-E1, 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 

pr~dently incurred storm restockion costs and to rqhnish the storm darnage 

reserve through a surcharge pursuant k a newly approved securitization financing 

. law (Section 366.8260, Royida Statutes) andlor through a surcharge similar to the 

one app&ved for storm damage recovery in 2004. The Coinmission approved 

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

2005, 

The Commission &firmed 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 iiZ 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 stom damage costs, 

the Company sought surcharge recovery of the costs based on the issuance of -- 
I__*-___.-- --- - -- 23 - -. -- 
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law-cost securitization financing suficient to recover not only the costs incurred 

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

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

\ 

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

recovery. In Order No. PSC-064464-FOF-EI, the CommiSsion approved a 

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

period, 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 tJne 

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

request for $650 million. The Co&sslon summarized its dpision in Order No. 

Tn this Financing Order, we find that the issuance of stom-recovery 
bonds and the imposition of related storm-recovery charges ta flnance 
the recovery of FPL’s reasonable and prudently incurred storm- 
ricovery costs, the repienisMmt of FFL’S atom-recovery reserve, 
and related flnwchg costs are reasonably expected to significantly 
mitigate rate impacts to customers as compared with alternatjive 
methods of recovery of storm-recovery cosb and replenishment of the 
storm-recovery wema. [Order at 51, 

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

costs, the Commission stated 

Under WL’s Actual Restoration Cost Approach, all costs - both 
normal and incremental - that yere related to storm d m g e  
activities are charged to FPL’s Reserve. We find that tiha inclwioa of 
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1 normal costs results in a double recovee, once through base rates and 
2 again through the Reserve. Accordingly, we f i d  that an incremental 
3 cost approach, including adjustment to remove normal capital 
4 costs, i s  the appropriate methodology to be used for booking FPL’s 
5 .  2005 storm-recovery costs to its Reserve, [Id., 171. 
6 .  

7 

8 

Regarding its decision to limit: the replenishment of the reseme to $200 Illillion 

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

9 -  
10 
11 
12 
13 . 
1‘4 
15 
16 
17 
18 
19 
20 . 
21 
22 
23 

Givk 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 tbat risk when such 
costs actually materialize, we decline fo approve funding of WL’s 
Reserve to a ievel of $650 million through the storm-recovery bonds 
authorized tu be issued undw the t e rn  of this Order. We find that 
funding FPL’s Reserve to a level of $200 M o n  is appropriate and 
will (i) reduce t4e incidental costs associated with lssuance of the 
stormrecovery bonds authorized to be issued under the terms of this 
Order, (ii) provide more critical review of FPL’s charges to its 
Reserve, and (U) result in lower overall storm-recovery charges at 
this time. [ld., 251. 

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

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

26 , ratepayers compared to more traditional methods of financing or recovering 

27 ” stom-recovery costs and replenishing the reserve. The Cornmission stated the 

28 following: 

29 
30 
31 
32 
33 
34 
35 
36 

Thus, we find that the issuance of the atom-recovery bonds and the 
imposition of the storm-recovery charges authorized by this Order 
are reasonably expected to significantly mitigate rate Empacts to 
customers as compared with alternative, more traditionat methods of 
fhahcing or recovering storm-recovery costs and replenishing the 
Reserve. Likewise, through implementation of the required standards 
and procedures &taabhed in this Order, we find that the structurkg, - -- - - 

I 
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marketing, pricing, and financing costs of the storm-recoyery bonds 
we reasonably expected to significantly, mitigate rate impacts to 
customers as compared with alternative methods of financjng or 
recovery storm-recovery costs and replehishing the Reserve. [Id ... 323. 

Should the Commission reyert to the recovery of storm damage expense 

through base rates? 

No. There i s  no reason for the Conynission to revisit its conclusidns in the Orders 

previously cited resulting in the exclusive use of surcharge recoveries in 

conjunction with securitization to minimize the costs to ratepayers. The 

Commission shodd continue to use the surcharge approach in conjunction with 

securitization of.unusui& luge storm restoration costs mdtiing in storm damage 

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

securitization provides the Company full and timely recovery of prudently 

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

fitwe storb damage costs, and results in substantially lower costs to ratepayers. 

The present storm damage surchafge not only provides the Company recovery~ of 

i t s  prior storm damage reserve deficiencies, btit also provides recovery of $200 

million in future storm damage mounts. 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 PPL for its actual prudently incurred storm restoiation 

costs prior to that &te, but also to fund the additional. $200 million to the reserve 

available for future storm damage 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 aft& adding the earnings on that $200 miltion and subtracting 

charges for subsequent srom damage amounts charged t o  the r&erve 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 aniounts necessary to replenish the reserve. 

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

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

sophisticated modeis, including the ABS probabilistic simulation model 'employed 

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

or the thing of actual stom damage costs. 

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

financing is the least cost and most e+onomically efficient approach. This is true 

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

securitization debt service ens- that there is no tax penalty because the 

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

accruals thraugh base rates to prefhd a surphs in the storm damage reserve 

results in a tax penalty because such recoveries are included .in taxable income, 
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but the expense accrual is not deductible from taxable income (only actuaI 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 Companfs 

approach, ratepayers am required to make unnecessary papents to the federal 

and stat0 governments and then ate p e n d i d  further though a reduction in the 

actual funds-in the storm damage reserve fund that can e m  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 wewe deficiencies with conventional 

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

a s t  debt and an even greater cost of cornman equity, including the income taxes 

on the rem on common equity. 

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

must make in the storm damage reserve and the lost -retura on their investment by 

comparison 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 maintain liquidity. Thus, while ratepayers will be 

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

investments (based on its request in t h i s  proceeding), ratepayers will earn only a 
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A. 

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). 

B the Commission determines that thexe shoulti be som0 amount. of storm 

dmage 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 e x w i v e  and 

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

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

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

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

inswance industry, but it does not reflect the substance or form of the ratemaking 

process, or more specifically, this Cornmission’s ratemaking for stom 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 C o d s s i o n  has stated repeatedly in its orders that the Company is entitied to 

recovery of its reasonabie and prudently incurred storm damage com, regardless 

of whether there is a sufficient amount in the stom damage reserve. If there is a. 
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deficiency, then the Commission historically has alIowed the Company to recover 

thcdeficiency through a stkcharge. 

In addition, the analysis paformed 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. lnstead, his analysis provides a gross 

damagH estimate comparable to what the Company in prior storm damage 

proceedings rcferred 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 “‘incmmental” cost approach. The 

incremental cost approach excludes all costs that otherwise would be capitalized 

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

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

PSC-06-0464-POF-EI Order. 

Finally, the analysis performed by MY. Han;is is overstated because it is based on 

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

Commission previously rejected that approach and specifically rejected the $650 

million tar@ amount and found that a $200 million reserve surplus was 

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

determination on this issue. 

DeDredation Eweme - New Custoajler Information Svstem 
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Please describe the depreciation expense included in the Company’s test year 

for the development of a new customer hiformation system. 

The Company included $0.504 million in depreciation exgense on capitalized 

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

$0.506 miUicm. The Campany expects to commence development of the neiw C I S  

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 
. *  

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

requirement in response to SFT33.A Interrogatory 288. 1 have attached a copy of 

each of @ese responses as my Exhibit-(LK-21) and Exhibit-&K-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 SFWH Interrogatory 287. No amounts should be 

.ttansfemd from construction work in progress to plant in service until the date 

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

not commence until June 2012 in accordance with generally accepted accounting 

principles (“GAAP”) and the Federal Energy Regulatory Commission (“FEXC’) 

IJniform System of Accounts (TJSO&’). 

, 

22 
23 
24 

Dareciation ExDense - Capital EXOenditure Reductions 

---. - 
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1 

2 

Q. . In the Rate Basesection of your testimony, you address capital expenditure 

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

3 

4 A. 

also a related e€fect on depredation expense? 

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

5 

6 m0tlXlts. 

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

7 *  

. 8 Q. Have you quantified the effect of your recommendation? 

9 A. Yes. The effect is to reduce depreciation expense by $26.883 miilion and to 

. 10 reduce the revenue requirement by $26,719 million. I address the effects on rate 

11 base .and the resulting xeduction in the revenues requiremknt related to that 

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

13 

14 

15 

detailed on my Exhibit,_(Lxc-25). K used a coniposite 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 

16 reductions was proportional to the Company’s plant investment reflectid in its ” 

17 depreciation study. 

18 
19 
20 

Depreciation Expense - Dewedation Reserve Surplus_ 

21 Q. 

22 A. 

Does the Company presently have a depredation reserve surplus? 

Y&: Despite the reduction of the Company’s reserve swplus over the last four 

23 years by $500 million ($125 milljon annually tiom 2006 through 2009) as the 
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2 

3 

Compgny still has an estimated reserve surplus of $1,245 million at January 1, 

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

page 53 of the depreciation study attached to Ivfr. C. Richard Clarke’s Dh6ct 

4 T-timony as Exhibit CRC-1. T have attached a copy of this page from the 

S Compagy’s depreciation study as my Exhibit-(IK-26) for reference purposes. 

6 

7 

8 

9 

The Company has a depreciation reserve surplus for every functional plant 

category, except for transmission plant. The following table sunxnarizes the 

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

10 2009 by functional plant category. 1 

11 

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

($ Millions) 

’ 

Function 

Steam Generation 
Nuclear Generation 
Combined Cycle Generation 
Combustion Turbine Generation 
Transmission 
Distribution 
&nerd 

TOM Excess Depreciation Reserve 

&cess 
Reserve, 

410.110 
377.507 
25.945 
28,028 
(15.637) 
340.529 
78.879 

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 mortize the reserve surplus over five pars 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 milhn of its reserve surplus as a 

reducticm to depmiation expense each year from 2006' through 2009 for a 

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

amortization ovm the plant accounts OD. a pro rata basis to reduce the actual 

depreciation expense and accumulated depreciation recorded on its accountiig 

books each year. 

Q. Why i s  fit appropriate to amortize the rwerve surplus over a five year 

period? 

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

period to as closely a8 possible retum the amounts to the ratepayers who overpaid 

for depreciation expense in prior years based on prior We 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 pliant assets. 

Q. Have you quantified the effect of your recornendation? 

A. 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 i s  an 

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

reduction in accumulated depreciation. The comptgations are detailed on my 

Exhibit-(LK-27). 

Deureciation Expense - Capital Recovery 

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

plant investment costs. 

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

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

undepreciatedcosts of the Cape Canaveral Units 1 and 2 and common, the Riviera 

Units 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 

unciepreciated costs of the Coqany’s existing meter investment that will be 

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

A. 

(,,Aha’). 

The Company plans to remove the Cape Cmaveral 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 mociefization 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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1 to amortize the remaining investment in its existing meters over four years due to 

2 its planned AMI meter deployment. 

3 

4 '  . 

5 

6 

7 

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

of these capital'recovexy costs and the Company's proposed depreciation expense 

based on a four year capital recovery period. 

Florida Power & Light Company 
Umecovered Capital Cos& as af December 32,2009. 

Description 

caEJecana;veral cor.nmoIl 
cape caaaveral Unit 1 
Cape Canaveral Unit 2 
Iiiviera Common 
Riviexa Unit 1 
Rivieta Unit 2 
St. LucieUnit 1 
St Lucie Unit 2 
Turkey Point Common 

Tu&ey Point Unit 4 
Acct 370 Meters Made Obsolete by AMI 

-ru.rkey Point unit 3 

Total Unrecovered Costs 

* 8  

U ~ ~ V Q X T d  
costs 

3.539 
23.148 

8.616 
0.057 
5.664 
3.883 
40.821 
37.44s 
2.149 
43.931 
43.886 

101.082 

314.223 - 
9 Q. Should the Commission authorize depreciation over a four gear period for 

10 the mdepreciated costs of the Cape Canaveral and Riviera facilities? 

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

12 

13 

facilities, add the remaining net book value to the costs of the kodemizatian, and 

then depreciate the costs dong with the modernization costs over the estimated 
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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 facikties are retired for property accounting purposes, the 

retirement mouk~ts will be used to reduce gross plant in service and accumulated 

depreciation by the same amounts in accordance with GAAP and the Ff%C 

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

will be reflected as an asset amount of accvulated deprecation. In addition, 

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

service. 

Once &e modernization is completed,.then the Cornmission should allow the 

Company to recover both th;: modernization costs and the asset a c c u m u l ~  

depreciation related io 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 Dekembr 31, 2009 and then amortize the deferred 

amounts using the existing depreciation rates. 
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Q. 

A. 

Q. 

A. 

Should the Commission authorize depreciation over a four year period for 

the nuclear uprate costs incurred through December 31,20091 

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

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

substantiarty 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 fxom the other capital costs of these facilities and depreciated over any 

period shorter than their estimated useful service lives in the s a m ~  manner as any 

other capitalized plant cost, 

Should the Commission authorize depreciation over a four year period €or 

the existing meter investment? 

No. The Commission should use the same depreciation or amoxthation rate for 

these costs as it adopts for the remaining existing meter investment that will not 

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

the Company’s existing wter  investment, particuIarIy 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 movery using a 3.26% depreciation 

rate to a 25% depreciation rate. 

22 
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Q. Have you quantified the effect of your recommendations on the Company's 

proposed capital kecavery amounts? 

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

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

A. 

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

requirement of $3.741 million to reflect the r e m  on rate base resulting from the 

xeduction in accumulated depreciation compared to the Company's requested rate 

base amount. The expense and rate base revenue rq&mt effects m shown 

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

computations are detailed on my Exhibit,-(LK-28), 

Depreciation Exaense - Service Lives. 

Q. Please describe the Company's proposed service lives used to develop the 

depreciation rates and depreciation expense for its combmed cycle 

generating €'tUti&, inc'luding WCEC 1 and 2, refiechid in its requested test 

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

proposed GBRA. 

The Company 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 F&bit CRC-1. The Company offered no support fh the 

A. 

proposed 25 year service life. . 



Lane KoIIen 
Page 57 . .  

1 

2 

3 

4 

5 

, 6  

7 

8 

9 

1.0 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. Is the Company’s proposed 25 year service life reasonable? 

A. No. 1 recommend a 40 year service life. The service life used €or depreciation 

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

shoxter period. The Company proposes depreciation rates assuming 25 year 

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

service dates for its combined cycle units with the excei~on of tho Putnam units. 

The h a m  1 unit went into commercial operation in 1977 and Putnam 2 in 1978, 

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

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

Company originatly claimed that the unirs 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 retimd in 2002 and Putnam 3 was not 

‘ 

retired in 2003, their respective 25th anniversary dates and the a s m d  end of 

their service lives. Instead, the Company continues to -rate both units. The 

Company now asserts that the Putaam 1 and 2 units both have a probable 

retirement date of June 2020 for depreciation 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. me Cornpmy provided this infomation on .- page 132 of Company witness 

Mr4 C. Richard Clarke’s Exhibit CRC-1, the €ompany’s depreciation study. T 

, 
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have attached a copy of th is page as my Exhibit-(LK-30) for reference 

purposes. These probable retirement dates for the Putnm‘ units dernonstriite that 

in reality the Comptky’s combined cycle units have service lives of at least 40 

Ln addition to the experience of the Company’s own units, other utilities use a 40 

year service life for planning and depreciation purposes. For exwple? PaciEiCoq * 

use8 a 40 year life for its combined cycle combustion tutbine facilities. X have . 

attached a copy of the cover and the relevant page from PacifiCoxp’s 2008 RP, 

which shows PacifiCorp’s service life assumptions for such facilities used in its 

m o w e  p1amhg process, as my Wbit-&K-31). 

Finally, as a practical matter, utilities do not retire generating units if they remain 

.economic to genera. Thus, the C o d s s i d n  should assume that the Company 

will continue to operate these units for at least 40 years unless the Company can 

demonstrate conc~usive~y that they will be operated only for 25 years. 

Q. Have you quantified the effect of your recommendation? 

A. Yes. The effect is to reduce depeation expense by $123.319 million and to 

reduce the revenue requirement by’ $123.730 million. In addition, there is an 

offsetting increase in $e ~ e v ~ n u e  requirement of $7.726 million to reflect the 

 turn on rate base resulting Grom the reduction in accumulated depreciation 

compared~to the Company’s requested rate base amount. The expense and rate --- 
--_I_I_- ---_ .---- _I_- -- 

-----.-.--I__-_.- _I_.---- - 
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base revenue requirement e€fec@ are shown separately in the table in the 

Summary section of my testimony. The computations are detailed on my 

pcome Tax Elrpense - Economic Stlnrulus Bill 

Q. Eas the Company reflected tuiy of the tax benefits resujting from the federal 

Economic Stimulus Bill in its flirzg? 

No. Company witness Ms. Ousdahl acknowledged that “many provisions of the A. 

biU am hffective 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 benefib resulting from the American Recovery and 

Reinvestment Act of 2009 (L‘S#muhi SiW) be re0ecM in the Company7s 

revenae requirement? . 

Yes. There are numerous provisions that provide grants or other subsidies for A. 

utility invFsbnent in generation, transmission and distribution infrastructure. I 

Many of the provisions are effective already & 2009 and extend into subsequent 

Q. Should these tax benefits be reflected in the Campany’s revenue 

requirement? 
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A. 

Q* 

A. 

Yes. “At a minimum, the Commission should E f l E C t  a.$20 million grant available 

to the Company to reduce the costs of advmced (Aha) meters and other smart 

grid investment. The Company’s filing includes the “bosts of deploying advanced 

meters and the related smart &rid jnfrasttocture. It is axiomatic that any grants or 

other savings resulting from that deployment should be used to reduce the costs 

included in the revenue rqukemnt. 

The Stimulus Bill modified the provisions of the Energy hdependence and 

SecscUrity Act (‘BISA”) of 2007 adtiressing smart gridftechnology deployment. 

Section 405 of the Stimulus Big modified Section 1304 of the EXSA to p m v h  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 (POA) for the Smart Grid Investment Grant Program” providing 

for grants of up to $20 million for this purposet although I was recently idormed 

by an AEP empfoyee in another rate pxocwding that the $20 million cap bas been 

xemoued and mare grant funds are available, 

f 

Has the Company applied to the DOE for the matching grants for smart grid 

investment? 

Yes. The website www.smarmem.com reported on April 20, 2009 that FPL 

phrmed to  instal^ a million i ~ y  functioning “smart meters” for  ami 

residents within the next two years. The article reported that “[tjhe utility is 

http://www.smarmem.com
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. 2  

applying for a matching grant Erom the stimulus package that Hay [FPL, CEO 

]Lewis Bay] says will allow FP&L to complete the project within two years.” I 

3 have attac2wd.a copy of the article as my Exhibit-(IXS3). 

4 

5 Q. 

6 

Should the C o w s i o n  incorporate this benefit in the revenue requirement 

even if the Company has not yet received grant funds? 

7 A. 

8 

Yes. The entke test year is a projection of the Company’s revenues and costs 

based on assumptions, The Commission should assume that the Company will 

9 

10 

seek these funds and obtain the maximum amouut available to individual utilities. 

The dtemative is to assume that the Company will not seek these mnds andlor 

1.1 will not obtain any funding. On the spectrum of possibilities, the probability of 

12 the firmer; while not certain because it represents an assumption regarding the 

13 future, is far greater than the latter. Alternatively, but witb essentially thr: same 

14 result, the Commission could exclude at least $20 million from the Cdmpany’s 

.I 5 

16 

17 

18 

19 

20 rate proceeding. 

21 

22 Q. 

proposed rate base and the related depreciation expense and instead &ow Ute 

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 entirety of any &rants received from the DOE. Any residual 

(positive or negative) could beincluded by the Company in rate base in a future 

Have you quantiied the effect of your recommendation to indude the DOE 

23 smart grid grant of $20 million? 
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Q. 

A. 

Yes. The effect is to reduce the Company’s proposed revenue requirement by 

$3.846 milIion. I quantified this effect in two steps. First, I computed the 

reduction in depreciation expense by applying the Company’s proposed , I  

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 miIlion 

on a jurisdictional basis and reducing the revenue requirement by $1. .584 million. 

Second, I computed the reduction in the  turn by multiplying the Company’s 

proposed 11.80% grossed-up rate o f  return times the net reduction in rate base of 

$19.210 million (reflecting hal€ year of depreciation expense in accumulated 

depreciation). This had the effect of reducing the Company’s revenue 

requirement by an additional $2.267 million. ?he computations are detailed on 

my Exhibit-&K-34). 

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 requimment in a 

subsequent rate proceeding. The Commission should require that the Company 

document these tax benefits dong with its ef€o&s to maximize the value of those 

. tax benefits for the Conmission’s review in a subsequent rate proceeding. 
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DX. RATE BASE IS- 

Capital Expenditure Reductions Since Budeets&’orecasts Were DevefQped 

Q. Has the Company cwt its actual capital expenditures significantly from 

budgeted levels to  date in 2009? 

Yes. For the first €om months of 2009, the Company cut its capital expendimes A. 

by $170 million fkom budget levels, from $897 million to $727 million. This is a 

Eehuction of 19.0% or $529 million on an m u d  basis compared to the 

Company’s $2,790 miilion 2009 capital expenditure budget. The actual and 

budget amounts were provided in response to SFJ3H.A Interrogatory 279, a copy 

of which 1 have attached as Bxhibit-(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 Banrett’s Exhibit REB-16. 

Q. Should the Commission reflect &we cost reductions in the 2010 test year 

revenue rqirement? 

Yes. The Company’s plant investment included in rate base should be reduced to A. 

reflect thme capit& expendime reductions on an annualized basis, both for the 

annualized 2009 reductions canied forward into 2010 and for reductions of 

similar magnitude in 2010. 

Q. Have you quantified the a w t  of your recommendations? 
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A. Yes. The effect is ta recdce 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 retwn. In addition, there is an offsetting reduction to accumulated 

depreciation that increases rate base by $Sl.OSO million and increases the revenue 

requirement by $3.668 million. The computations are detailed on my 

Exhibit-&K-25): I discuss the related depreciation expense effect in the 

Operating Income section of my testimony. 

Capital Recovery and Related Accumulated Dewreciation 

Q. Have you quantified the effect of your depreciation expense 

recommendations on mte base and the related revenue req&ement? 

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 depreciation expense effects in the 

Operating Xncome section of my testimony. . '  
DemxiatioB Lives and Related Accumulated Depreciation 

Q. Have you quantified the effect of your depreciation expense 

recomendatfons on rate base and the related revenue requirement? 

A. Yes. The effect of this issue is to increase rate base by $61.660 million and the 

revenue requhernent by $7.276 million. The quantifications are detailed on my 

Exhibt-(LK-32). J. discuss the related depreciatibn expense effects in the 

operating Incorae section of my testimony. 
IC_-_____ --- -- ~- - 25 
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IV. CAPITAL S’J3kUC’lXJR.E AND RATE OF RETURN ISSUES 

Capital Structure - Common Ed& 

5 Q. SFEl3A.witness Mi.. Richard Baudmo recommends adjustments to the 

6 

7 

Company’s proposed capital structure fhat reduce the common equity ratio 

and increase the debt ratio used & develop &e rate of return applied to rate 

8 

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, 1 

computed the Company’s requested rate of returu grossed-up for income taxes on 

the equity component, Second, I computed Mr. Baudino’s adjusted rate of rem 

grossed-up for income taxes on the equity component. Third, I computed the 

revenue requirement by multiplying the difference in the two rates of return times 

base. Have you quantified the effect of Mr. Baudmo’s recommendation? 

11 

12 

13 

14 

15 the r8te base that I recommend. The computations are detailed on my 

16 Exhibit-&K-36) in Sectiod I a d I L  

17 
18 
19 

20’ Q. 

CaDital Structure -Short Term Debt 

S m A  witness Mr. Baudino recommends adjustments to the Company’s 

21 proposed capital structure that increase the short term debt ratio and reduce 

22 the long ter0 debt ratio used to develop the rate of return applied to rate 

23 base, Have you quanfified the effect of &lr. Baudino’s recommendation? 

24 A. Yes. The effect is to reduce the Company’s revenue requirement by $11.018 

25 million in addition to the reduction from the fb+st of Mr. Baudino’s capital -_ - -. -----. 
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structure recommendations. X computed the revenue requirement effect in the 

same manner as for the f i r s t  of Mr. Baudino’s recommendations. The 

computations are detailed on my Mibit-(LK-36) in Sections u[ and LDI. 

Capital Structure - Accunznlated Deferred bcome Taxes Related ’to FZN 48 

Q. Should the Commission increase the amomt of accumulated deferred income 

tsxes reflected in the Company’s proposed capital &ructure? 

Yes. The Company inappropriately h’as reducedcthe ADIT included in its 

proposed capital structure by $168.598 million for the kffects of FIN 48. The 

A. 

Company provided ihis amount in response to SmJExA Interrogatory No. 278, a 

copy of which I have attached as my Exhibii-(IX-37). FBI 48 is a new 

accounting standard that was impiemented by the Company in 2007. FIN 48 

requires ttte Company to establish a “reserve” for future income tax audit 

adjustments that may increase the Company’s income tax liability and thus reduce 

the ADlT recorded on its accounting books. The FGN 48 adjustment reduces the 

net liability ADIT reflected in the Company’s proposed capital s t r u m  as cost 

free capital. 

Q. Why should the Codss ion restore the full amount of the net liability ADJT 

and exclude the 

There are several reasons. First, the FTN 48 adjustment does not actually reduce 

the Company’s cost free capital. It is nothing more than the Company’s educated 

48 adjustment in the capital struchxre? 

A. 

guess at he outcome of the Company’s future tax audits for dedwtions that 
. -- 

I___- . - .  
--*- -.--- - - I_ 
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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 pess@istic, then there never will be a 

ratepayer true-up for the lost return because of the assumption that the Company 

had less cosi-free capital than it actually had. Third, the Commission has not 

previously reduced the Company’s ARR for potential future audit adjustments. 

Fourth, to. the extent ‘that there are future audit adjustments that actually reduce 

the tax benefits reflected in the ADlT amounts, then the per books amounts wiU 

be properly redWed for those effects in future rate proceedings. Thus, the 

Company’s adjustment is spulative at best, and completely U M ~ C ~ S S W  as the 

Company will be fully protectd if and when them are actual audit adjustments. 

Q. Have you quantified the .  revemu@ requirement effect of your 

. recommendation? 

A. Yes. . The effect i s  to reduce the Company’s revenue r6quirernent by $17.643 

million in addition to the reductions due to Mr. Baudino’s capital structure 

recomxnendations. To compute this effect, 1 increased the ADIT included in the 

capital structure by the PIN, 48 amount, computed tim difference between the 

resultbg grossed-up rate of return and the grossed-up rate of Xetum reflecting only 

Mr. Baudina’s capital structure adjustments and then multiplied this difference 

times the rate base that I recommend. The computations are detailed on my . 

Exhibit-(LK-36) in Sections and Tv. 

CaPital Structure - Customer Deposits and Accumulated Deferred Income Taxes 
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A. 

Q* 

A. 

Q. 

A. 

Are there other adjusaents 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-fxee capitdl provided by ADIT’ by aJ.locating the 

sum of the prorata adjustments to these capital components. 

Why fs this improper? 

These capital amounts should he-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 u s d  to finance the mounts that comprise the total of the . 

prorata adjustments detailed on MFR Schedule D-l.B. The prorata adjustments 

detailed ori MPR Schedule D-lB are primarily to remncile the total capitalization 

to rate base, which excludes certain construction work in progress and the capital 

costs recovered through various riders. 
I 

Haw 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 addition to the reductions due to rhe SFHZXA capital struchm: 

recommdations that 1 previously quantified. To compute this effect, I 

reallocated the. prorata adjustments to all capital components except customer 

deposits, ADIT and investment tax credits. X then computed the difference 

between the resulting grossed-up rate of return and the gr0~~ed-u~ rate of retm 
I_--_ --- ----_-.__I__ -_____ 
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reflecting the prior SPHHA capital.structure recommendations and multiplied this 

difference times the rate base that I recornmend. The computations are detailed 

on my E%.hjbit-(LK-36) in Sections IV and V. - 

Capital Structure - Accumulated Deferred Income Tees  Related to Chan~es in 
Depreciation Exaense 

Q. 

A. 

Q* 

A. 

Is it nemary to change the ADIT inchded in the capital structure to reflect 

the changes in depreciation expense and accumulated depreciation that your 

recommend? 

Yes. If depreciation expense and accumulated depreciation are reduced,from. the 

levels proposed by the Company for the adjustments tp those amounts that I 

previously discussed, then there also must be an increase to the related ADPT 

compared to the levels proposed by the Company in the capital structure. fn other 

words, a reduction iTi depreciation expense results in an increase in deferred 

incame tax expense and thus, an increase in ADIT. 

.Rave you quantified the revenue requirement effect of your 

recommendation? 

Yes. The effect is to reduce the Company’s revenue requirement by $8.909 

million in addition to the reductions due to the Sl?IdHA capital structure 

recommendations that I previously quantified. To compute this effect, I increased 

the ADIT by multiplying the Company’s 38.58% combined febral and state 

income tax rate h e s  the net reduction in accumulated depredation resulting 
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from my depreciation expense recommendations. I then computed the diffeience 

between the resulting grossed-up rate of r e m  and the grossed-up rate of return 

reflecting the prior SFHHA capita? structure recomenda~qns and multiplied this 

difference times the rate base that I recobend. The computations are detailed 

on my Exhibit-_(LK-36) in Sections V and VI: 

Return on Common Equity . .  

Q. Bave you quantified tbe revenue requirement effect of SFH~KA witness ~ r ,  

Baudha’s retarn on equity recommendation? 

Yes. The effect is to reducb the Company’s revenue nxpimrnent by $232.610 

million in addition to the reductions due to the SJZKHA capital struchur: 

recommendations that I previously quantified. To compute this effect, I 

A. 

substituted Mr. Baudino’s return on equity for the Company’s requested 12.50% 

return on equity. I then computed the difference between the resulting grossed-up 

rate of return and the pssed-up rate of retunn reflecting the prior SFKHA capital 

sfructure recommendations and multiplied this diffexence times the rate base &at f 

recommend. The computations are detailed on my Wibit-(LK-36) in 

Sections VI and VIX, 

Cost of Short-Term Debt: 

Q. Have you quantified the revenue requirement effect of SFR)LA witness Mr. 

Baudino’s cost of short term debt recommendation? 
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Q: 
A. 

Yes. The effect is to reduce the Company's revenue requirement by $11.785 

1~illi011 in addition to the redueticins due to the SFHHA capital stivcture and 

return on equity recoxnmendations that I previously quantified. To compute this 

effect, I substituted Mr. Baudno's proposed 0.60% c.ost 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 th$ prior SFHE3.A capital structure recommendations and multiplied this 

difference times the rate base that I recommend. Finally, I offset this reduction 

due only to the interest rat@ differential to include the $1.661 Ilhillion in annual 

interest expense for the facility and administrative fees for the Company's credit 

term loan facilities, which incresses the Company's interest expense to include 

these fees and increases the revenue requirement. X obtained thee amounts from 

the Company's response to SEEETA Interrogatory 280, a copy of which 1 have 

attached a5 my Exhibit--(LX-38). hh, 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 xevenue 

reqyiregxnt. The computations .are detailed on my Exhibit-(LK-36) in 

Sections VXI and Vm. 

Does this complete your testimony? 

. Yes. 
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EDUCATION 

University of Toledo, BBA 
Accour3biig 

Umivemity af Toledo, MBA 

Luther Rice University, MA 

PROFESSIONAL CERTIHCATIONS 

Certifled Pubiic Accountant (CPA) 

Certified Management Aecountaut (CMA) 

PROFESSIONAL UTONS 

American In~tute  of Certlfled PubzCc Accountants 

Coorgia Society of Certified Pub& Accounta~ts 

hstitute af Management Accouatants 

Mom thao thirty years of utility industry experience in the finsncial, rate, tax, and plandq areas. 
Specialization in revenue requirements aoalyses, taxes, evaluation of rate and financial inpcts of 
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IW3uME OF LANE KOLLEN, VICE PrnSIDENT 

1986 to 
Presenk 3. Kennedv and k9soCiates. Inc: Vice Pmgident and Principal. Responsible for utility 

stranded cost analysis, revme requirement8 analysis, cash flow projections and solvency, 
!%uncial and cash effects of traditional and nontraditional ratemaking, and tesemh, 
speaking and Writing on the effecbs of tax taw changes. Testimony befbte Connecticut, 
Florida, Georgia, Lndiana, Louisiana, Kentucky, Maine, Maryland, PVIinnesota, New York, 
North Carolina, Ohio, P e n ~ ~ ~ ~ l v a n i ~ ,  Tennessee, Texas, West ViCginia aad Wisconsin state 
regulaMry commissim and the Federal Enwgy Regulatory CommisSim. 

1983 io 
1986: Euerev Mmagraent Associates: ~ e a d  Contwitant. 

Consulting in the araas of strategic and financial platmingy traditional and noatraditionat 
ratemaking, rate case support aud wtimmy, diversScation and gsrwation expansion 
planning. Directed consafting and software development projects utiW& PROSCREW 
TI and ACUMEN pmpriaary wAware products, V W  ACUMBN detailed corporate 
sirnufaZion system, PROSCREEN In strabgic planning gystem and other custom developed 
soRware to support utility ratc case fiiliags including test year revenue requirements, mte 
base, operating iume and pmfma adjusmmts. Also utilized these softwarc pmduchs 
for revenue simulation, budget preparation md COst-of-serVice m. 

1916 to 
1983: The Toledo Edlson Comoaq , Planning Supervisor, 

Regponsible for tinanciaf planning activities mcludiDg goneration expansion planning, 
capital and expense budgeting, evaluation of tax law chkgcs, rate case strategy and support 
and camputerized hnanciai modeling using pmprietary and nonpzqrktary software 
products. Directed thenrrodeIingand evaluation of planning alternatives including: 

Rau: phase-ins. 
Combction p jec t  cauccllations and Write-oB. 
C m h t i m  pr0jW;t &lays, 
Capacity swaps. 
Financing alternatives. 
Competitive pricing for off-system sales. 
Saidteasebacks. 
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Jndustdal Companies and Gmn& 

Air Products and Chemicals, Inc. 
Airco Industrial Gases 
Alcan Aluminum 
Armco Advanced Makrials Co. 
Arrrco Steel 
Bethlehem Steel 
Comecticut ladustrial Eaergy Consumers 
ELCON 
Enron Gas Pipeline Company 
PloXide Ihdnstn’d Power Veri O u p  
Gallatin Steel 
Owad Elbctric Colnpany 
GPU Tndnstn’al h~rvmors 
Indianahdllstlial oroup 
Industrial Conmaners for 

Industrial Energy c m  - Ohio 
Fair Utility Rates - Tndia 

Icentucky Industrial utility Customers, Inc. 
Kimlx;rly-Clark Company 

Lehigh Valley Powcr Committee 
Marytand Jndustrial Group 
Multiple Intervenars (New York) 
National Southwire 
North Carolina Industrial 
Energy Consuaners 

Occidental Chemicd Corporation 
Ohio Energy Graup 
Ohio Industrial Energy Con- 
Ohio Manufactnrers Association 
Philadelphia Area Tndustrial Bnergy 
users otoup 

PSI Industrial Group 
Smith Cogmerktion ‘ 
Taconite Intantenors (Minnesota> 
West Perm Pawr ?adustrial Intenrepurs 
West Virginia Energy Usas Gnwp 
Westvacm Corporation 

Remrlatorv Commissians and 
Govmment A m d m  ’ 

Cities in Texas-New Mexico Power Cmnpaay’s Service Territory 
Cities in AEP Texas Central Company’s Service Territory 
Cities in AEP Texas North Coqmy’s S&ce Territory 
Georgia Public Service Commission Staff 
Kentucw Attorney General’s Office, Division of consumer Protection 
Louisiana Public Service Commission Staff 
Maine Office of Public Advocate 
New Yo& State Esetgv Office 
Ofice of Public Utility Counsel (’I’m%?} 
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Utilities 

AileghenV Power System 
Atlantic City Electric COmpanY 

Cleveland Elwtric Itlminating Company 
Delmawa Power & Light Company 
Duquesne Light Company 
General Public Utilities 
Georgia Powet Company 
Middle South Sclvices 

Niagara Mohawk Power Corporation 

Catolina P o w  k Light company 

NdPowerCompany . 

Onsr Tail Power Company 
Pacific Gas BCEleCtric Company 
Public Service Eleotric 8t Gas 
Public Service of Oklahoma 
Rochester Gas mdEleCtric 
Savmnah Electrid & Power Company 
Seminole Elecaic Coopotative 
solutbem CelifomiaEfdison 
Tal@ Ellcotric C~~pWat i~e  
T q a  Electric 
Texas Utilitia 
Toledo Edigbn Company 
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Florida Power B LDgM Company 

SfHHA'e Second Set of Inhkogatoriea 
Interrogatory No. I f 2  
Page 4 of 1 

Docket No. 080677-El 

Q. 
Interrogatories Directed to Ms. Kim Ousdahl: 

Regarding Page 12:s-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 piacing a new 
generating plant in service, but not to take into account at the s h e  time adjustments that wbuld 
have an opposite effect on rates, such as accumulated depreciation, increases in biliing 
determinants, and/or reductions to other elements in ~ L ' s  cost of service. 

k 
Generating plant additions represent a significant capital investment that results in larg8, lump 
sum increases to rate base and nvenut requirements that often, in and of itself, will result in the 
need to file for a base rate increase. Other types of f l i  activities such as accumulated 
depreciation, increases in billing determinants andor reductions to other elanents of cost of 
service tend to occur gradually over time and arc offset by increases in O&M expense, increases 
in capital expendityes for oapital 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 twm that process into a 
f i l l  base rate case proceeding. The GBW process was initiated, in part, to reduce the frequency 
of expensive, f~source intensive full requirements base rate cases. 
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BEFORE THE PUBLIC SERVICE COMMZSSION 

In re: Petition for rate increase by Florida D@XB'I' NO. 050045-EJ 
power & Light Company. 

In re: 2005 cornpreheqsive depreciation study DCXXUJT NO, 050188-EI 
by Florida Power & Light Company. ORTJER NO. PSC-05-0902-S-EI 

ISSUED: Septembtr 14, ZOOS 
Y 

The following Comjssionmpartjcjpated in the disposition of this matter: 

BRAULlO L BAEZ, chairman 
3. TERRY DEASON 

RUDOLsH'RrnY IBRADLEY 
LISA POLAK EDGAR 

BY "HE COMMISSION: 

1. BACKGROW 

On March 22,2005, Florida Power & Light Company (FRL} filed a petition for approval 
of a permanent increase in rat= and charges sufficient to generate additional total annual 
revenues of$430,198,000 beginning January 1,2006, and for appravd of an adjustment to 2007 
base rates to produce additional annual rcvermes of $122,757,000 bcghnhg 30 days following 
the commercial in-service date a€ Turkey Point Unit 5 projected to occur in June 2007, In 
~uppos? of its petition, FPL filed nav rate schedules, testimony, Minimum Filing liequirments 
(MFRs), and other schedules. FPL's patition was assigned Docket No. 050045-EI. By Order 
No. PSC-05-0619-PCO-BI, issued Junc 6, 2005, we suspended FPL's proposed new rate 
schedulcs to allow OUT 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 far this COmmisSion's review. The 
depreciation study was assigned Docket No. 050188-131. By Order No. PSC-05-0499-PCO-El, 
iSSUed May 9,2005, we consolidated Docket Nos. 0501 88-EX and 050045-EI fur dl purposes. 

As part of thls consolidated proceeding, we conducted service h c h g s  at the following 
locations in FPL's sarvice territory: Dayton8 Beach, Vicra, West Palm Beach, Pt. Laudcrdde, 
Miami, Sarasota, and R. Myers. A firmal administrative bearing was scheduled for August 22 - 
26 and August 31 - September 2, 2005. The Office of Public Counsel (DPC), Office of the 
Attorney General {AG), Florida Industrial Power Users Goup (FIPUG), Florida Retail 
Federation 0, Commercial Group (CG), AARP, Federal Executive Agencies (PEA), and 

DOCWFHT HVHBCR -[:!*'I 
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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 
is, 2005. 

On August 22, 2005, the parties filed a joint motion for approval of a Stipulation and 
Settlement' among all parlies to resolve all matters 3 thk consolidated procceding.2 The 
Stipulation and Settlement was presented at the start of our hearing on August 22. The hearing 
was recessed to allow our sW to thoroughly review the Stipulation and Settlement and provido 
its analysis to us on August 24, when the hearing was rccanvhled for our vote. 

By this Order, we appmvc the Stipulation and Settlement. Jurisdidon over these matters 
is vested in this Cammission by various provisions of Chapter 366, Florida Statutes, including 
Sections 336.04,366.05, and 366.06, Florida Statutes. 

n. 

4 

a. 

(I 

STIPULATION AND SETTLEMENT 
The major elements contained in the Stipulation and Settlement are 86 follows: 

The Stipulation and Settlement is effkctivc for a minimum term of four years - January 1, 
2006, through December 31,2009 - and thereafter wilI remain in cffrect until new base 
rates and charges become effective by order ofthc Commission. (Paragraph 1) 

With the exception of certain new and rnodi&xI rate schedules specified in the 
Stipulation and Settlement, FPL's retail base rates and charges will remain unchanged on 
January 1,2006, when the currently operative stipulatia~ governkg FPL's base mtes 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 Settlement, and, except as provided for in the 
Stipulation and Settlement, FPL will mot petition for any new surchsrges to recover costs 
that traditionally would be, or are presently, xeoovered through base rates, (Paragraph 3) 

A revenue sharing plan sirnilax to ,the one containad in FF'L's currently operative rate 
settfement Wiij be implemented through the term d thc Stipulation and Settlement. 
Retail base rate revenues between specified sharing thrcsbold amounts and revenue caps 
will be shared as follows: FPL's shmholders will receive a 1/3 share, and FPL's retail 
customers will receive a 213 share. Retail base rate revenues above the specified revenue 
caps will be refimded to retail customers on an mud basis. (Paragraphs 4 and 5 )  

-. 
T h e  Stipulation and Settlement is anachcd hereto aa Attacbrnenr A and is mcorpwatcd h c d n  by reference. ' Ahhougb Common Cause Florida and tbr individual c W m m  had not bcm @anted inlerveaor status, they signed 

the stipularion and settlmnt along with EH Part;cs. Under these circumstances nnd without objection limn any 
party, we found at the August 22 hearing tbat it WBS not m s a a r y  IO make LI m l i g  on the pedtioh to intervmt filcd -- 

-- 
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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 OR & FPL monthly eamings survtillancc report during the 
term of the Stipulation and Settlement, FPL may petition to mend its base rates, and 
partits to the Stipulation are not precluded Born psrticipathg in such a proceeding. This 
providon does not limit FPL h any recovery of costs otherwise contemplated by the 
Stipulation. (Pmpph 6) 

FPL has the option to amortize up to $125,000,000 annually 8s a credit to dt?preciation 
mpmtnse and a debit to the bottom line dqmiation reserve mer tho lemt of tbe 
Stipulation and Settlement and as specified therein. Depreciation rat= andlor capital 
recovery schtdules will be cstabli~hed P U K U ~ ~  to the comprehensive depreciation 
studies as filed in March 2005 and Will not be changed during the term of the Stipulation 
and Senlemcnt. (Paragraph 8) 

Subject to review for prudence and reasonableness, FFL is permitted clause recovery of 
incremental costs associated With establishmcrnt of a Regional Transmiesion Organization 
or costs arising from an orda of this Commission or the Federal Energy Regulatory 
Commission addressing any altcrn&ve configuration or ~tructure to address independent 
transmission system governance or operation. (Paragraph 9) 

No party will appeal tho Canunission's Anal ordcr in Docket No, 041291-EI addressiug 
recovery of 2004 storm recovery costs. FPL will euspend ita current riccrual to its stop 
rcserva effective Smuary 1, 2006, Through a separate proceeding, a target levd for 
WL's storm rmme will bo set. RGplcnishment of the stonn rcserve to that target level 
shdl be accomplished through securitizatjon under Section 366,8260, Florida Stafuteq OT 
through a separate surcharge that is independent of and inc;rcmcntal to retail base rates, as 
approved by the Conunission. Cperagraph 10) 

FPL will suspend ita cwrent nuclear decomnissioning accrual effective September 1, 
2005, and at least through the minimum lenn of the Stipulation and Settiemant. 
(P=agtaph 11) 

New capital costs for expenditures recovered through the Hnvironmental Cost R6covery 
Clause will be allocated, for the purpose of clause recovery, OR a demand basis. 
(Paragraph 13) 

All post-September 11, 2001, increatpntal security costs will be recovered through the 
Cspacity Cost Recovery Clause. (Paragraph 14) 

D L  will continue to operate without an authorized ROE rarige for the purpose of 
addressing earnings levels, but m ROE of 11.75% shall be wed for all othg regulatory 
purposes. (Paragraph 16) 

For any power plant that is approved through the Power Plant Siting Act and that . .  -&Q--v ,&--- - (.--_. 
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costs of which are not recovcred fully th~ough a clause or clauses, FPL's base rates will 
increase by the annualized base revenue requirement for the first 12 months of operation, 
reflbcting the costs upon which the cuinulative 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 ref'7ected on FPL's customer bills by 
increasing base charges and Don-clause recoverable credits by an equal percentage and 
will apply to metu readmgs made on and h e r  the comerciat in-service dato of the 
 plan^ (Paragraph 17) 

Most of the terns of the StipuJation and Settlement appear to be seK-axplmatory. Still, 
we bcljcve that several provisions m d t  comment or clarification so that as full an understanding 
of the parties' intent can bc reflected in this Mer before the Stipulation and Settlement is 
implemcnted. Based m the parties' discussions with our staff and discussions during out August 
24 vote to approve the Stiputetion and Settlement, we understand that the parties agree with the 
clarifications discussed below. 

Under Paragraph 2, the partie8 agree that FPL will bnpkment three new tariff offerings: 
an optional High Load Factor The-of-Use rate with an adjustment to reflect a 65% Ioad factor 
breakmen point by class; a Seasonal Demand The-of-Use rate; and a General Service Constant 
Use rate, Further, the parties agree that FPL will eliminate the 10 kW exemption fiom its current 
rate scheddlcs. We note that these changes are revawe nbutral across FPL's demand-metmad 
rate classes but are not revenue neutral wjthin each such clam. 

- Further, the parties agree that the invasion point on FPL's RS-I (residential senrice) rate 
will be mised Born 750 kWh to 1,OOO kwh. We note that this change is rcvenue neutral within 
FPL's residential rate class. 

The parties also agree that all gross receipts taxes will be shown as and cbllected through 
a separate gross receipts tax lie itqn on bdls. Thus, the portion of gross receipts taxes currmfly 
embedded in bas8 rates Will be removed and consolidated With the portion of gross receipts taxes 
currently shown separatdy. 

ParapJaph 5 

Pwsgraph 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 we intended to relate only to retail base rate revenues based on 
WL's cumDt structure and regulatory fiemework. Further, part c indicates that incremental 
revenues atrributable to a business mmbjaarion or acquiisition involving FPL, its parent, or its 
affiliates wit1 be excluded in determining retail base rate revenues for purposes of the revenue 
sharing plan. The parlies cldfied that ia the event that a portion of FPEs system is sold or 
municipalized, appropriate adjustments would be made to account for the associated revenue 

.- -PI_. ._ .- . -----..-- --. 
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reduction before. appIication of FPL's annual average growth rate upon which the revenue 
sharing thresholds and revenue cap are calculated. 

Under Paragraph 10, the partics agree that FPL Will suspend its cuzrent bast rate accrual 
of SZ03~million 10 its storm reserve account effectivc January 1,2006. Further, the parties agree 
that a target for FPL's storm reserve account will be eaablished in a separate proceeding and that 
funding the account to the target level will be achieved by either or both of Wo means: (1) a 
separate surcharge independent of and incrrmental to retail base rates; and (2) through the 
recently enacted provisions of Section 366.8260, Florida Statutes. FfL has committed to pursue 
continued funding of its stom rserve account within six months. 

Earamat& 11 

Pursuant io Paragraph 11, the parties agree that FPL will file a nucltar dccommiasioning 
study on or beforc December 12,2005, but the study shdl have no impact on FPL's base rates or 
charge3 or the terms of the Stipulation and Settlement. "he partics clarified that tbe f i h g  of this 
study is intended only for infoxmatjonril pqoses and that no Commission action on the study is 
contemplated. 

, 

We note that Paragrqh 13 reflects a change in practiw with respect to the allocation of 
Capital costs recovered through the Environmental Coat Recovery Clause (ECRC). These cos& 
historically have been dlocatcd to customer classes on an cncrgy basis. Under the Stipulation 
and Settlement, the parties agree that new capital costs for environmental expenditures ncovwed 
through the ECRC will bc allwattd on a demand basis instead, consistent with the treatment of 
capital costs in a base rate cost of smicc study. 

ParamDh 14 

Currently, post-September 11, 2001, incremental security costs related only to power 
plant security are recovered through the Capacity Cost Rccavery C l a w  (Capacity Clause). 
Pursuant to Paragraph 14, 8U post-September 1 I ,  2001, incremental security costs - both power 
plant and non-plant security costs -will be recovered through the Capacity Clausc. 

The parties clarifiad that in ihe went the actual capitd cost of a generation pmject subject 
to.Paragraph 17 js lower than the projected cost, the difference will be reflected as a onetime 
credit Woqgh the Capacity Clause. 
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Pursuant to B stipulation approved in Order No. PSC-02-1484-FOF-E1, issued October 
30, 2002, in Docket No, 0116OS-EL FPL cmently recovers incremental hedging costs through 
the Fuel Cost Recovery Clause (Fuel Clause). In its petition for a rate inweam, FPL proposed to 
recover thcsc costs through base rates instead, "ha Stipulation and Settlement ie silent on how 
indremwtal hedging costs Will be rccovercd. The parties cldfied 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 
taka action to memorialize their intent in this year's Fuel Clause praceedjngs. 

The parties also clarified their intent that, upon approval of this Stipulation and 
Settlement, Dockut No. 050494-EI should be closed. Docket No, 050494-EI was assigned to a 
joint petition for a decrease in RL's base rates and charges filed July 19,2005, by several of the 
intervcnoIs in this docket. 

Upon review and consideration, we find that the Stipulation and Settleanent provides R 
reasonable resolution of the issues in this proceading with respect lo FPt's rates and charges and 
its depreciation rates ahd capital recovery schedules, The Stipulation and ScttIernent appears to 
provide FPL's customm with a degree of stability and predictability with respect to their 
electricity rates while allowing FPL to maintain the financial strength to make investments 
oecewsary to provide custumm with safe and ~eliablc pawer. Further, the Stipulation and 
Scttlernent extends through 2009 a revenue sharing plan which, since its inception jn 1.999, has 
resulted in rcfbnds to customers of over $225 million to date. In addition, we recognize that the 
Stipulation and Settlement reflects the egrcement of a broad range of interests: FPL, OPC, the 
Attorney General, and residential, commercial, industrial, and govcrnmcntal customers of FPL 

In conclusion, we find that the Stipulation and Settlement atablishes rates that are fair, 
just, and reasonable and that approval of the Stipulation and Settlement is in the public jnteresl, 
Therefore, we approve the  Stipulation and Settlement. As with any settlement we approve, 
nothing in our approval of this Stipulation and Settlement diminishes this Cornmission's ongoing 
authority and obligation to enmve fair, just, and reasonable rates. Nonetheless, this Commission 
has tl long history of oncowaging settlements, giving great weight and dcferenoe to settlements, 
and enforcing them in t&e spirit in which they were reached by the parties, 

Based on the foregoing, it is 

ORDEICED by the FIonda Public Service Commission that the Stipulation and 
Setdemmt filed August 22, 2005, which is attached hereto a9 Attachment A and incorporated 
herein by reference, is approved. It is m e r  

ORDERED that FPL shall file, for administrative approval, revised tariff &e& to reflect 
-.-- -.- -- 
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ORDERED that Docket Nos. 050045-E1,050188-E1, and 050494EI shall bc closed. 

By OmER of the Florida Pubtic Senice Camission this day of Smtember, Zogs. 

BLANCA S. BAY6, Director 
Division of Ibe Commission Cicrk 
and Administrative Services 

Bureau of Records 

(SEAL) 

WCK 

NOTICE OF FURTHER P R 0 Q E  DWGS 0- rcw FUWIEW. 

The Florida Public Sentice Cornmission is required by SecGon 120,569(1), Florida 
Statutes, to notify partks of any administrativs hearing M judicial review o f  Commission ordem 
thar is available under Sections 120.S7 or 120.68, Florida Statutes, as well as the procedures and 
time limits that apply. This notice sbould not be construed to mtan dl requests for a0 
administrative hearing or judicid review will be gmtd or rcsult in the relief sought. 

Any party adversely affected by the Co&sSjon's final action in this matter may request: 
(2) recoasideration of the decision by filing ti motion for reconsideration with b e  Director, 
Division of the Commissjon Clerk and Administrative Services, 2540 Shumartl Oak Boulevard, 
Tallahassee, Florida 32399-0850, within fiAccn (15) day8 of the issuanot of this order in tho 
form prescribed by Rule 25-22.060, Floida Administrative Code; or (2) judicial review by tha 
Florida Supreme Court jn the case of an eleCtric, gas or telephone utility or tho 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 B copy of 
the nbticc of appeal and the tiling fee with the appropriate court. Th$ filing must be completed 
within thirty (30) days aAw the jssumce 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 

BEFORlE TBE FLORIDA PUBLIC SERVICE COMMISSION 

h re: Petition €QI rate increase by 
Florida Power & Light Company. 

) 
1 

Docket NO. 050045-131 

" 3  

In re: ZOOS comprehensive depreciation ) Docket No. 050288-E1 
study by PIorida Power & tight Company. ) 

) 

STIPUUIILATION AND SETTLEMENT 

WRERPAS, pumant to itn petition filed March 22, 2005, Florida Power & Ught 

Company (FPL) hns petitioned the Florida Public Snvjce Cvmission (E;pSC OT ConUinision) 

for nn increase in base rates ad other nlatcd nliec 

WHEREAS. lhe Office of the Attorney Gene& (AG), the Office of Public Comsd 

(OPC), The Florida hidustrial Powa Ussrs Group (FPWG), AARP, Florida Rete3 Fedexation 

(PRF), tho Com~rciel  Group (CG). the Federal Executive Agmcias (FEA), and South Florida 

Hospital and Healthcare Association ( S F r n )  have intervened, rtad have signed this 

Stipulation and Sctflemcnl (unfass the context clearly rquues othnwisc, the tcnn Party or 

Parties means a signatory to this Stipulath and Settlement); 

. WHEREAS, FPL and &he Partics to this Stipulation end Scttlernent recognize that this ia a 

period of unprecedented world energy piices and thal this Stipulation and Scttlqnent Will 

mitigate hc impact of high mergypriccs; 

WHBRFAS, FPL has provided tho minimum filing requiremants @@Its} as required by 

the FPSC and such !XFRs have been thoroughSy reviewed by the FPSC Staff and the P ~ C O  to 

this proceeding; 
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WEEAS,  FPL has filed comprehensive testimony in suppofl of and detailing its 

-; 

WHEREAS, on Mach 16, 2005, FPL filed comprehensive depreciation studies in 

accordance with FPSC Rule 25-6.0436(8)(a), Florid8 Administrative Code; 

WHEREAS, the paaies in this proceeding have conducted extengive discovery on the 

MFRs. depreciation studies, and FPL’s testimony; 

W H W ,  the discovery conducted haa imluded the production and opportunity to 

inspect mom than 315,000 pages ofmfomah rcgwding FPt’s costs and operations; 

WHEREAS, the Parties b this stipulation and Senlemcnt have undertaken to resolve the 

issues raised in these procecdings so as to rnabpin a degrcu: of stability to FPUs bass rates and 

charges, arld to provide incentives lo FFL to continue to promote emciency through the t m  of 

this Stipulation and Settlcmeat; 

WHEREAS, PPL is cmntly apemting WI~M a stipulation and Sctilement agraemcnt 

agraed to by OPC md other parties, and approved by tho PPSC by Order PSC-024501-As-EI, 

isaucd April 11,2002, in DMkd Nos. OD’1148-EI and 02000l-E~(2002 Agrcwncnt); 

lVHEREAS, previous to the 2002 Asrcnncnt, FPL operated under a stipulation md 

settlement agreement approved by che FPSC in Order No. PSC 99-0519-AS-E? (1999 

Agrecmmt); 

wHERIE;AS, the 1999 and 2002 Agrcemmts, combined, pmvidcd for B reduction of 56OO 

inillion in ITL’s base rates,.and include revenue sharing plans that have resulted in rcfwdr; to 

customax lo datt in excess ofS225 million; 
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WHEREAS, the 1999 and 2002 Agreements and revenue sharing plans have pmvided 

significant benefits to customcrc;, resulting in approximately $4 bjlfion in total savings to FPL's 

customera through the end of2005; 

WHEREAS, duhg 2005 FPL has added two new pswa plants in Martin and MmalM: 

Counties at installed costs totaling approximately $887 mitlion withoul increasing bast rates; 

WHEREAS, FPL must mako substantial ~nvestrneats in tbt constntction of new elcctric 

gcnrmtion and other infrsslructure for the foreseeable future in order to continue to provide safe 

and reliable power to meet ihc growiagnccds of rctafl customers h tho state of Florida; and ' 

!VEXEREAS, ati Extension of the revcnue sharing plan and prcseivation pf thG benefits fa 

custmcrs of !he S500 million nduction in base rafw provided for in the 1999 and 2002 

Agrements during the period in which this Stipulation and Scftk.mcnt is in CfEbCt, and oVla 

provisions as set forth herein, kcludhg the provision for the incrmmtal base rate recovery of 

costs associBtcd with the addition of cIec6-k generation, will hather be bencfrcial to retail 

cuslomers; 

NOW THEREFORE, L3 consideration ot' tbc foregoing and" the covenants contained 

hereh, the PaFties hexby sl$uIete end a p e :  

1. Upon approval and final order of tho FPSC, this Stipulation and Scttlcmcnt will 

become effective on lanuary 1, 2006 (the "hplementation Date"), and shall wntinue Uuougb 

December 3 1,2009 (the "Minimum Tam"), and thereafter shall remain in e E a t  until terminstal 

on the data that new base rates become cffcctivs pursuant to order of tho FPSC foltowh~ B 

formal administrative hearbrg held either on the FPSC's own motion or on nqaest madc by any 

of the Panics to 1% Stipulation and Settlement in &cordance with Chapter 366, Florida Statutes. 
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2. ~ L ’ s  retail bese rates and base rate structwe &ail remain unchanged, except as 

otherwise permitted in this Stipdation and Seitlcmmt. The fallowing tariff changes shall be 

approved and implemented: 

a. (i) As reflected in FPL’s MFR E-24, iostitution of the optional €Sgb b a d  

Factor Timeof-Use rate with an adjustment to reflect a 65% h a d  factor 

breaktvtn point by rate class, the Seasmil Demand Time-of-Use rate, and the 

General Service Constant Use Rate; 

(5) Elimination of tht 10 kW exemption from rates. 

(iii) The combined adjushnwts to hplcmcnt (i) and (ii) above shall be made 

on a revmuc neutral basis wifh rcferencc to tho 2006 forecast reflcded in 

MFR E- I3(4 at present base rates. 

b. . Raising the inversion point on the RS- 1 rate from 750 kUrb ro 1,000 kwh, on 

a revenue neuna) baais with refclhrce to the 2006 forecast nfleckd in MFR 

E-13jc) at ptesarct base rates. 

Consolidation and collcctian of all gross receipts ~ZIXQS, including existing 

p s s  receipts 1 8 ~ 6 8  embedded ia base rates, through the separate gross 

receipts tax line item on bills, on a revenue neutral bs i s  With reference to rho 

2006 foxcast reUated in MFR E-13(c) at present base rates. 

At any time d h g  the tm of the Stipulation and Settlement and subject to 

Ccmmjssign approval, my new or reviscd t&ff pmvisjons or rale schedules 

requested by PPL. provided that such tariff request does not increase any 

existing base rate componmt of a tariff or rate schedule during the tern of the 

c. 

d. 
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Stipulation and Setticmen! unless the spplication 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 

rcquest, support, or seek to impost a change in the applicaiion of any provision hereof, AG, 

OPC, FPUG, AAZIP, FRF, Fa, CG, and SFI-IHA will neither seek nor support any reduction in 

IFpL's base rates and charges, including inter& rate decreases, to take cffcct prior to the end of 

"Lht Minitnm T e m  of tkis Stipulation and Settlement unless a reduction requast is idtiajed by 

FPL. f;pL will not petition for an increase in its base rates and chatgw, including interim rate 

incrcBscs, to take effect for meter readings before the end of the M i ~ h u m  Twm except 86 

p,rovided for in Section 6. During the tm o€ this Stipulation and Sottlemcnt, except as 

othcrwiw provided for m this Stipulation and Settlement, or except for unforeseen extraordinary 

casts imposed by government egencies relating to safety or mattom of national r;ecusity, FPL will 

not petition for any new surchqcs, on an interim or pcrmancnt basis, to recover costa that ate of 

a type that traditionally and histodcal]y would be, or are presently, rccovmed through base rates, 

I 

4. During the tcnn of this StipuIation and Scttlcrncnt, revenue6 whicb are above the 

levels sttlted herein below in Scction 5 will be shared between FPL and its ntdl electric utility 

customers -- it being expreisly understood and agreed that the mechanism for taminga sharing 

hm'n cstablished is not intcndcd to be a vehich fOT "rate case" f'rpe inquiry concerning 

cxpc4tics, investment, and financial results of operations, 

5,  Commencing on the Implmcntation Date'and for the calendar years 2006,2OW,2d08 

and 2009, and continuing thercaftcr until terminated, FPL will bo under a Revenue Sharing 

Incentive Plan a6 set forth below. For purposes of this Revenue Sharing hccntht Plan, the 

following retail base rate revenue threshold amount9 arc established: 
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ATTACHMENT A 

a. Sharing Threshold - Rttffll base rate revcuues between the sharing thscshold 

amount and the retail base ram revenue cap a9 defined in Section S(b) below will be 

divided into two shares on a 113, 213 basis. FP'L's shatcholdh; shall receive the 113 

share. The 213 share will be refitnded !o retail customers; The sharing threshold for 2006 

will be cslabEshcd by using the 2005 sharing threshold of $3,880 million in retail basc 

rate revenues, incmaared by the fiverage annual growth rate in reS%il kwh sales for :he tcn 

y e a  period end@ Dccernbot 32, 2005. For each succeeding calendar year or portion 

thereof dwing which the Stipuldon and Settlement is in offuct, the sttcceetlmg calendar 

year retail bas8 rate revsnuo sharing thrt6hOld amounts shell be egteblishcd by increasing 

the prior year's k b o l d  by the RIM of the follawiag two amounts: (i) the avnagc 

mud growth rate in retail kWh sates for the tcn calendar yern pmiod ending December 

3 1 of ibc prwcding year multiplied by the prior y~ar's retail base rate revenue shating 

threshold and (ii) the amount of any incremental GBM revtnu~?~~. in that year. Tho 

Q B U  i s  dcscribcd m Section 17. 

b. Revmut Cap - Redl  base rate rcvenucB abovo the retail base mte revmu8 cap 

will bs *funded to rctoil customers on an mua1 basis. Thc retail base rate rcvenuo cap 

for 2006 will be ettablisbed by Using tho 2005 cap of $4.040 million in retail bese rate 

revenues, increased by the average annuel growth rata in reteii kwh sales for thc tw 

calendar year pdod ending December 31.2005. For each succeeding calendar year or 

p d o n  k r w f  during which the Stipulntiofi and Settlement is in effect, the s w c d i n g  

calendar ytar retail bese rata revenue cap mount6 shall be established by increasing the 

prior yc~c's  cap b y  the sum of the following two amounts: (i) thc average mud ejrowth 

rate in rctaif kWh  ales far the ten calendar year period ending Decmber 31 of thb 
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preceding year multiplied by \he prior year’s retail base ratq rcvennc C R ~  nmount and (ii) 

the amount o f  any incremnria! GBRA revmue in that par. 

c, Revenue exclusions - The Rcvcnuc Sharing Incentive Plan and the 

corresponding revenue sharing Olresholds and revenue caps me intcnded to relate only to 

retail base rate revenues of FPL based on its c w n t  structure and regulatory f+amework 

Thus, for example, incremental revenute attributabla to a business combination or 

acquisition involving FPL, i t s  parent, or its effiliates, whether insfdc or outside the state 

of Florida, or revenues horn any clause, skrcbwgo or ohor racovcry rnechenim other, 

hen retail base ciW, shall be exdud& in determining retail base rate T ~ V ~ ~ I ~ C S  for 

purposes of revenue sharing under this Stipulation and Settlement. 

d. Rehnd mechanism .. Rchnds will be paid to cuslomcrs BS described in 

Section 7. 

R Calculation of sharing threshold an@ revenue mp for p d a i  calendar years - 
in the event that this Stipulation and Setticment is tminaicd other than at the and of a 

calendar year, tbcsharing thrahold and revenue c ~ p  for the patid calendar year sM1 be 

deterdncd at the end ofthat calcadat year by (i) dividing the retail kWh sdes during the 

partial calendar ycar by the retail kwh for the hli calendar year, and (if) applying thc 

resulting fiaclion to h e  sharing threshold and revcnpc cap for the full calendar yew Umt 

would have becn calculated a8 set forth in Sections 5(a) and 5f.b) above, 

f. Calculation of annual avtragc growth rate - For purposes of this Section 5, the 

average m u a l  growth rate shall bc calcvlatcd by summing the percentage change in 

retail km sa le  for each year in the relev@ tm year period and dividing by  10. 
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ATTACHMENT A 

6. If FPL's retiit base rate earnings fall below a 10% ROE as rqKntcd on an FPSC 

adjusted or pro-forma basis on an FPL rnontbfy W i n g 6  surveil~ancc report dtuhg the t B r m  of 

this Stipulation and SettlcmenL, FPL may petition the FPSC to amend i ts base rates 

notwithstanding the proviaions of Section 3, either 811 a geusral rate proceeding or as a limit& 

proctcding under Section 366.076, Florida Statutes. Par(ies to thia StipuIdon and Scnlement 

rue not precluded &am participating in such a proceeding, and, in the event that FPL petitions to 

initiate a limited proceeding under this Section 6, any Perty may petition to initiate any 

procecding oihwwise permitted by Plorida law. This Stipulation and Scttlmont shall tcmhate 

upon the cffectivc date of imy Final 'Order issued in 8uch proceeding that changes FPt's base 

rates. This paragraph shaM not be ConstruMf to bar or limit F'PL from any rccovtry of coots 

othorwj8e contemplated by this Stipuiation and Stetlqnent. 

7. A11 revenp-sharing refunds Will be paid with interest at the 30cday commercial paper 

rate io  rdail n U ~ 0 m U S  of recqrd d d n g  the last three months of each applicable nfund period 

based on their propo~onate share of base r a k  rcvenne~ far tho refund period. Fm purposes of 

calculating inlanst onily, it will be ~ ~ S U R I C ~  that revCnuc8 to be rcfUndbd wctc collcctcd evenly 

throughout tht preceding refund pdod. All r e h d s  with intcrcst will bt in the form of a credit 

on the customers' bills beginning with tbe first day of the finit billing cycle of tbt second month , 

aficr the end o f  the applicable n f b d  period (or, in the cast of a p d a l  c s h d a r  ycat refimd, 

eftcr the end of that calendar yew). Refirnda to former customers will bt completed BS 

expeditiously as reamhably pospibb. 

8. Starting with the cffwtivc date of this Stipulation and Sertlment, FPL may, st its 

option, amortize up to SI25,000,0~0 annually as a credit to depreciation ucpesst and a debit to 

the bottom line depreciation rcsetve over the Ism ofthis Stipulation and Settlnnmt. A n y  such 
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rescme amount will be applied fits1 to reduce any resewe excess& by account, as determined in 

FPL% depreciation studies filed after tbc term of thk Stipulation and Settlerneat, and thereafter 

will result in re~nve deficiencics; Any such reserve deficiencies will be allocated to individual 

rc~ewe balancw based on the ratio of the net book vdut of each plant account to total net bwk 

value of all plant. The amounts allocated to tho reserves will be included in the remaining life 

depreciation rate and recovered OVR the remaining lives of \kt vdous aesets. Additionally, 

depreciation rates andfor capital recovery schedulcs shall be csl8bIished pursuant to the 

comprcbensivc depreciation studiw 85 filed March 16,2005 and will not be changed for tho term 

of this Stipulation and Scttluncnt. 

9. FPL will be permitted clause rccavcry of prudbntly incurred incremcntal costs 

associated with the cstablishmnxt o f  E Regional Transmission Orgaaizafion or any othcr costs 

arising h m  an order of th8 FPSC OF the Federal hugy Regulatory Cornmission addrsasing any 

sltcrnadve c o n f i ~ r s t ~ m  or Structure k, address independent transmission system gavemance or 

operatjon Any Party to this Stipulation and Settlement may participate in my proceeding 

relating to the recovery of costs cmtcmptatcd in this section for the pnrpost of challenging the 

rewmbleness and prudence of such costs, but not for tho purpose of challenging FPL's right to 

clause recovery of such costs. 

10. No Party to thjs Stipulation and Settlement shall appeal the FPSC's Final Order io 

Docket No. 041291-EL Furlhn; Parlies agree to the fo l lo~hg  provisions relative to the target 

level and funding of Account No. 228.1 and recovery of any deficits in such Account: 

a The tatgct level for Account No. 228.1 shall be RS astablisbcd by the 

Commission. whether on its own motion, upon petition by FfT, or in 

conjunction with a proceeding held in accordance with Section 366.8260, 
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ATTACHMENT A 

Florida Statutes. FPL will be permined to recover prudently incurred costs 

associated with events covered by Account No, 2213.1 and replenish Account 

No. 228.1 to a targot lwei through chargee to cuatomem, that arc 8ppmvcd by 

the C ~ d s s i o n ,  thet are independent of and incremental to base rates and 

without b e  application of any form of earnings test or masure. The fact that 

insufficient hnd6 havo been accumuialcd in Account No. 228.1 to cover costs 

associated wilh C Y ~ S  covered by that Account tbdf not be wjdtncc Of 

imprudence or the basis of a disallowance. Replc%iishment of Account No. 

228.1 to a tug& level approved by the Commission W o r  the 'twvery of any 

costs incurred m excess of Mds accunuIatcd in Account No. 228.1 and 

insurance shall bo accomplished Uuougb Section 366.8260, Flon'da Statutes, 

and/or fhrough B separate smhargc that is hependart of and incrgnmtal ¶O 

retail bas0 ratcs, as approved by the Commission. Partiw to this Stipulation and 

Senlcrnen? &re not pncludcd from particfpr\ting in such a p d i n g ,  mr 

precludcd from challmgixtg the amount of such target.Icve1 or whether recovery 

should ba accomplished eithn through Section 366.8260, Florida Statufw of 

lhrough a separate surcharge. 

b. The current base rate &mal  to Account No. 228.1 of $20.3 million is suspended 

c€rcotivc January I, 2006. 

c, No rwcnucs contemplattd by this Section 10 shall be included in'& 

computation of retail base rate ravenup for purposes of rcvmut sharing under 

this Stipulation and Settlement. 
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1 I .  The current dtcommissioning accrual of 578,516,937 (jurisdjctiona2) approvcd in 

Order No. PSC-02-0055-PAA-El shall be suspended effective September 1, 2005 and shall 

remain suspended though the Minimum Term and, at the Company’s option, for any additional 

period buring which this Stiputation and Settlement remains in effect. FPIL‘s decomissioning 

study to be Bled on or before December 31,2005 shdl have no impact on FPL‘s base rates, 

charges, or the term8 of this Stipufation and Settlement. 

12. The portion of I Johns Rivcr Power Park (“SJRPP”) capacity coita and cutain 

capacity revenues that are c u r ~ c n ~ y  embedded in base rates shall wntinuc to be rccovcnd 

thrsugh base rates in the cuncnt m m e r  as c0ntWnplatc.d by Order No. PSG92-1334-FOF-EI. 

13. New capital costs for envimnmcntal expenditures recovered through the 

Environmental COEt Recovery Clause will be allocated, for the purpose of clause recovery, 

consistent wjth PPL‘s cumnt cost of s&ct methodology. 

14. PDE!.Scptembn 1 1,2001 incmncntd security msts shall remab in and ba recovered 

through the Capacity Clause. 

15. For survcillmce reporting rcquiremcnls and all regulatory purposes, RL‘s ROE wilA 

be calculaicd ’based upon rn adjusted equity retia as follows. FPL‘s adjusted c ~ u i t y  ratio will be 

capped at 55.83% as included in FPL’s projected 1998 Rate of Return Report for survehlancc 

purpos+ The adjusted equity ratio qual6 common equity divided by thc sum o f  Qommon 

oquity, prcfmed equity, dcbt and off-balance sheet obligations. The amount used for off-balance 

sheet obligations will be cdcdrtted per the Stmdard & Poor’s methodology. 

16. Effective on the Implcmcntation Date, FPL Will c6ntinuu to operate without an 

authorized Rerum on Equity (ROB) range for the purpose of addressing earnipgs levels, end tho 
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revenlit 6hanng mechanism herein described will bo the eppmpriatt and cxclusivc mechanism to 

address earnings level@, but 80 ROE of 11.75% shall be used for all other regulatory purposes. 

17. For any power plant that is approved pmuant to the  FTorida Power Piant Siting Act 

(PPSA) asid achievw commercial opetation within the tenn of this StipuMjon end Settlcmmt, 

the casts of which are nat recovered fully through a clause M clauses, FPL'e base rates will be 

increased by the annualizd base rcvcnuc rcquimcnt for the f i a t  12 months of operation, 

rcflecthg the ~ 0 ~ 1 s  upon which the cumulative present value revenue rcqubc~nenls (CPVRR) 

wcre or me predicated, and pursumt to which a nwd determination was granted by tho FPSC, 

such adjustment to bc reflstod on FPL's cuwoma bills by increasing bw charges, and non- 

clause recoverable crcditp, by an equal percentage. FPL will begin spp3ying the incnmcntal base 

rate charges required by this Stipuletion and Settlement to meter readings mado on and sftcr the 

commercial in savice date of any such power plant, Such adjustment shall be rcferrcd 10 as n 

Generation Base Rate Adjustment (GBRA). The GBRA will be calculated using an 11.75% 

RQE and Ihe capital stmcwc as per S&on 15 above, FPL will calculate and submit for 

Commission confirmation the amount of the GBRA Using the Capacity Clause projtdion filing 

for the year tljat the plant is to go into service. Zn the evcnt that the mal capital costs of 

generation projects we lower than were or arc projected in &he need determination procctding, 

!he differcnca will be flowed back via a true-up to Ibe Capacity Clausa fo the event that actual 

capital costs for such power plant are higher than were projected in the nocd 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 mat the requiremants o f  Rut0 25-22,082(1S), 

Florida AdminisCrarive Code. I f  the Commission finds Qat FPL hes met the m+rtxnmts of 

Rule 25-22.082(15), FPL 8haIl increase the GBRA by the corrcsponding incrnacntal nmnue 

. .  
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requirement due to such additional capital costs. However, FPL's election not LO Seck such an 

increase in the G B U  shall not preciude F'PL from booking any incremental costs for 

surv~llanct reporting and all repulatbry-puu~poses subject only to a finding of impmdence or 

disallowance by the Commi$sion. Upon tenthation of the Stipulation and Stfflement, FPt's 

besc rate levels, including thc effects of any GBRA, shall continue jn effect uatil next reset by 

the Chnmission. Any P W  lo h i s  Stipulation and S&lcment may participate in any such 

iimited pmGeeding for the purpose of challenging whether FPL has met the rcquiremcnts of Rule 

25-22.082(15). A GBIU shall be implemented upon commercial opcraiion of Turkey Point Unit 

5 ,  currently projected to occur in mid-2W7, by mcreasing base rates by thc estimated m.hual 

rcvenuc requirement cxclusiva of fuel of the costs upon which the CPVRR for Turkey Point Unit 

5 were predicated, and pursuant 10 whioh B need determination was granted by the RSC in 

Order No. PSC-04-0609-FOF-EI, tach adjustment to be reflected on FPL's customer bills by 

increasing base charges and non-clause recoverable credits, by m equal pcrccntagc. FPI, wiU 

begin applying the inoranmtal bose rate ~ h g m  ~equircd by this Stipulation and Settlement to 

mcbr readings made on and afta thc commercial in service date of Turkcy Point Unit 5. 
' 18. This S~ipulation and Settlement is contingat on approval in its entimy by tho FpSC. 

This Stipulation and Settlement wiU resolvc all matters in these Dockets pursuant to and in 

accordencc with Section 12057(4), Florida Statutes. This Docket Will be closed effective on the 

date the FPSC Order approving this Stipulation and Scttlcment is final, 

19. All P d c s  lo this Sdpulation and Settlement a p e  to Cndorsc: and supporl rhc 

Stipulation and Scttlemenl before the FPSC eihd any other adrninistrativc or judicial tribunal, and 

in any other forum. 
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20. This Stipulation and SetUemmt dated as of August 22, 2005 may be executed in 

cpunterpart originals, and a facsimile of an original signature sballbc deemed a4 original. 

In Witness Whercof, tho Partics evidence their acceptance and agreement with the 

provisions of this Stipulation and Settlcmmt by their signatusa 

Florida Power & Light Company 
7Ml Universe Boulevard 
Juno Beach. FL 33608 

By:- 
W. G. Walker, TIl 

Charles J. Crist, lr., Attorney General 
Office of fhe Attorney General 
The Capitol-PLO1 

. OPfic~ of PubHc Counsel 
c/o The PIorida Legislatun 
1 I I west Madim st, Suite 812 
Taliahass= PL 32399-1400 Tallahassee, FL 32399-1050 

9 &./' 
By: BY ' 

Charles J .  Crist, Sr., Bsq. ' Harold A. McLean, Esq. 

Florida Industrial Power Usm Group South Florida Hospital & Realihcare Assoc. 

McWhirter, Reeves P.A. 
400 North Tampa Street 
Suite 2450 
Tamp&L 33602 
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The Commercial Group 

McKma Long & Aldridgt LLP 
One Peachtree Center 
303 Peachtree Sttect NE, Suite 5300 

ATTACHMENT A 

Michael B. Twomey, Esq. 
P.O. Box 5256 
Tallahassee, FL 32314-5256 

Flodda Retail Federation 

Landers &Parsons, P.A. 
310 West College Avenue 
Tallahassee, FL 32301 

Federal Executlvc Agmcies 

Mdor Craig Paulson, Esq. 
139 Bamm Ddve 
Tyndd Air Force Base, FL 32403 

. --.------ 
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FLORIOA POWER 6 UOHT COMPANY 
CONDENSE5 CUNSOMA7ED STATEMENTS OF INCOME 

(mifllons) 
(unrud1t.d) 

Three Months Ended 
March 31, 

2009 2008 

OPERATING REVENUES 

OPERATING S P E N S E S  
Fuel. purchased power and interchange 
Olher operations and maintenance . 
Storm cost amortization 
Depredation and amortization 
Taxes other Wan income taxes 

Total operating expenses 

OPERATING lNCOME 

OTHER INCOME (DEDUCTIONS) 
lnterasl expense 
Allowence for equity funds used during constructton 
lnterssl income 
Other - net 

Total other dedudons - net 

INCOME BEFORE INCOME TAXES 

INCOME TAXES 

NET INCOME 

s 2j573 S 2.534 

3,488 1,457 

19 11 
232 $98 
251 248 

' 2,311 2,290 

262 244 

340 378 

5 
4 

07) 
15 . 

. 198 164 

should be reed in conjunction wilh the Notes herah and the Notes b Consolidated Finanel9 Statements appearing in the 2668 Faz- -...-......̂ __I - - - ~ -  

se~.gov/Archiires/t?dgaFldata/3 7634/0OOO7533 0809OOOO43/forml Oq). 92009.http wp. 511 8/2009 . .- .... Ir:. , 
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Item 2. Management's Discussion and Anatysls of Flnrnthl Condition and Rerutts of OparatIons 

This dlscussion should be read in conjundlon with the NOIW CMKdned he&n end Menegemenrs DISGU~~~M and Andysir of F I ~  
Condition an! Resulls of Operations (Manegwnent's Di,iscusrdon) eppeering in the 2008 krm 1O.K for FPL Group and FPt. Tha rswltr of 
operelions for an mterim perlod generaliy witi nal give a true 1ndlWUon of resuits for the year. In the following dlawasion, ell mparkons 8n 
with the comspondlng items in (he prior year period 

Results of Operations 

FPi Group and NexEra Energy Resources segregafe into &YO categories unrealied mark-to-marltet gains and lossw on aorgV darfvawe 
transadions which am used to manage commodity price risk, The fir61 Categwy, referred to BS trading edivities, r~W6J8nts the Mt ~ l k s d  
effect of actively traded posftionr entered into to take sdvantage of market prim mOvernsntS and to Optimize the Value: of gOrtWslbn assets and 
related wntmcts. The s m d  category, referred to 8s nonqualifying hedges, repsent6 the net unteatitsd ehect of derlv- transactions 
entered into as economic hedges but whlch do not quallfy far hodpit aocounlhg and the IneffeCUve portion of W'aneecHMls ecccruntcd for as cesh 
flow hedges. At FPL, substantially all changes in the fait value of energy dsrlvative tiw~actiorp m defemd a5 E fe@atoTy MSB) Or Lblfify 
until lhe cantracts are settled, and, upon settlement, any gslns or losses am passed through the fuel clause or the capacity dause. 

FPL Gmyp's management uses earnings excluding certain items (adjusted earnings) intmally for financial planning, for analyrk of 
performance. fbr reporting of resuls to Vle Board of Dlremrs and as inputs in determining whether perlom\ance targelJ are met far 
performance-based compensation under FPL Group's employee incenlive campensation plans. FPL Group also urns adlusted earnings when 
communicating Its earnings wllook to investors. Adjusted eamlngs excluds the unrealized mark=to-market e f f e  Of nonquatit%g hedge and 
other then temporary impairment (OITI) losses on securities hdd in NexLra Energy Res-' nudear dacommlssioning funds, net of the 
reversal of previously recognized O n 1  losses on securities sold and losses on securities where price recovery was darned unlikely 
(collectively, O r f l  reversals). FPL Group's management believes adjusted earnings provide 8 mor8 me8ningful represantetkn d t h s  Cwnpany'b 
fundamental earnings power, AHhough We exduded amounts am properly lnciuded in the deteminatfon of net income in accoFdana wHh 
generally accepted accounting princlpleJ, management bdieves that ths amount and!or Mkna of such items mike perlod lo pew mpariaons 
d operation6 diRwlt and potentially confudng. Adjusted earnings does rwI represant a substitute for net income, as prepared in accardance 
with generally accepted accounting pdndples. 

In March 2008, FPL, certain mbaidiaries of NextEra Energy Rewwces and cemfn nuclear plant joint owners signer3 a setilwnent agreement 
with fhe U.S. Government (setliement agreement) agreeing b Uiclmiss with prsjudice lawrub filed against the U.S. Government seeking 
damages caused by the US. Department of Energy's failure to dispose of spent nucloar fuel frwn FPVs and NextEra €new Keaources' nuclaar 

. plants. In connecthi with the setUemenl agreemsnt, FPL Group esMbfiohed an approxime& $153 million ($lOQ milliun far FPL} receivable 
from tho U S. Government and 8 liability to nudear plant Jsint owners of $22 mlYion ($6 mlllon for FPL). which Ere inducted with other 
feceivablos and other current liabilities, mspecthrety, in We condensed consOlld8ted balence aheels st March 31,2009. In addition, FPL Grwp 
reduced its March 31, 2008 property, ptanc and equipment b & m s  by E107 million ($83 miffion for FPL) and, for the three months ended 
March31. 2 W .  reduced operaMg expenses by $16 mlWion (E12 million for FPL) and lnaea8ed Operating revenues by $9 miltion. The 
payments due from the US. Government under tha settlement agreement increased FPL Group's net Income for the three months ended 
March 31. 200B by appmxirnately $16 million (W million for FPQ. A substantial porUon of the mount due from tho U.S. Government is 
expected during the sewnd quarter of 2012%. FPL and NextEm Energy Rejourcas will continue to pay fees to tho U.S. Governrnenra nudear 
awte fund. 

Summary - Presented below is 8 summary of net income (loss) by repQrtabkr segment (see Note IO): 

Three Months Ended 
March 31.. 

2006 2000 
(millions) 

;PL $ 127 16 108 
!extEra Energy Resources 252 104 
,orpotate arid Other (15) (23) 

384 L. 249 'Pt Group Consolidated 

The increage In FPL's results for the three months ended March 31,2009 reflects the settlement agreement, loww.operations and msinleoe& 
O&M) expenses and a higher equity ampanent of AFUDC (AFUDC - equity) parUy offset by lower nbll ul8tOmW wage. 

L 
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NextEra Energy Resources' results for the Wme months ended March 31,2009 retled additional earnings fram new investmsntr, the fwdgn, 
slate and converhile l t C s  tRx benefits (see Note 1), as well 88 the absence of 8n Unpiannsd outage in 2008 et the Ssabrook nude;lr facilHy nd 
:he settlement agreement. these addlmel esmhgs w m  parUally o m t  by lrrwsr reauk in ths rsmainder of the a n g  pMtolk prinwtty bur 
10 Electric Reliabilily Cound of Texw (ERGOT) market condiww, a refueling outage at ths MtMe AmDM nudsSr rite 8nd kwsr wind 
generation prknadly due to a partht8rly strong wind resource In As prior qmter. In Sddition, IIItOIuut sxpwrs. and admlnktrpthrs and gsnsnl 
sxpenses were hlgher to supprl growth of the bupiness. FPL Group's and NexEra Energy Rec~acsg net Incoma far tha lhee months cnW 
Warch 31,2008 reflects net unrealized after-tax gains from nonqualifying hedges of $30 millton whHe In We P* Pew net krcame tafiectr; nst 
mrealired efter-tex losses from such hedges of $52 million. 7he change in unrsNired mark-ternarkat activity is Primartly a M e b  to d r ~ o e j  
n fOMlaFd power and natural gas prima, es well 8s the reversal of pmvhualy itcogrrhtrd unreeli& mark-to-market galMOWtr as We 
mderlying bansactions are realized. As a genwel rule, a fpln (bss) in the non-qualfying hedge catagory IS offset by dscnassr (irnxesw) in 
!he fair value of releted physical asset positions in the portfob or contracts, wMch we neH merked t6 maeet undw p m N y  acocpted 
awtauntlng prindples. For the three months ended Match 31, ulo9 and 2008, NextEn E m y  Reswrces WWrded $31 dllm end $4 mYllon, 
aspectivejy, of aler-fax 07Ti losses on securities held in NerlEm Energy Resources' nudear c!ocornmlsslon~g fonds. For Iha thee inuntl~s 
?nded March 31.2009, NextEra Energy Rssourcer, had approxhalely fl m$kn of after-tax Ol'Ti reversah there were no such OTTl reversals 
;or the three months ended March 31,2008. 

h e  improvement in results for Corporate and Olher in 2008 is primarily due to addHional interest hcomff. 

=Pf. - FPCs mt income for the three months ended March31,2OQS and 2008 was $227 million and $106 mUllon. reSpsdludy, W kraisa8e of 
$19 million. The increase reflects the settlement agrement, fawer OdrM expenses and higher AFUDC - muHy partly offset by lower mbif 
:ustomar usage. 

n March 2W9, FP L flled a petiilon wllh the FPSC requeding, among other thlngs, a permanent increase in bash rete.? and charges effecliva 
January 2010 and an additional permanent base rate increase effective January 2011. To EHMrecrs the addtian of FPCs West County Energv 
:enter Unil No. 3 and sny subsequent power plant additione, FPL I6 also requaatlng FPSC approval to continue the GBRA mechanism 
ireviously approved by the FPSC 8s part of the stipulation and settlement agreement regarding FPL's 2005 base rate cam. lf eppmwed, Ihe 
.equested permanent base rate increases WMIM [meam annual retail base revenues year-aver-year by epproximately $1 billion in 2010 and en 
rddillanel$Z60 million In 201 1. FPCs requwted increases ate bawd on a regulatary return on conunon equity of 12.5% and bxdude amounb 
ssodated with the proposed extension of the GBRA mecherbm and cettaln propowd ccat recovery dause scljustments. Hearings on this 
>ase rate pmbweding are expected during the Wrd quarter of 2009 and a firm1 decWin 18 expected by tha end of 200s. The final decf8lon may 
mxove rates and oWer terms that are Merent fmm those that FPL has nquesied. The Mo5 rate atyeemant end its pr&sfons W i M  terminate 
)n the.date new retail base rates become effediwe pursuant to an FPSC order. FPL expects that retau base revenues will Increase 
appnmimatdy $63 miUlon In 2009 when retail base rates are changed pursuant to the GBRA rnachsnism to nRect the placerncnl in servlca of 
Nest County Energy Center Unit Nos. 1 and 2. which is expected to occur by the thhd quarter of 2008 end fouith quarter of 2009, mbpeuivofy. 

=PL's operating revenues consisted of the fallowing: 

Three MonVts Ended 
March 31, 

zoue 2000 
(millions) 

letail base $ ? 9 4 $  822 
kel coal recovery 1,325 1,331 
Ither cost recovery clauses and pass;through costs 404 333 
Ither, primarily pole attachment rentals, transmlasion and wholesale aaies and customer-related fees 50 48 
-olal -673 2 634 

'or Ihe three months ended March 31, 2000, a decrease in the averege number of customers of 0.4% decreased retall base revenues by 
ipptoxlmately $3 mllliin while a 4.4% decrease In usage per retail wgtomer, primarily retlecting factors other than weather ccutditlons, 
lecreased reteit base revenues by approximately $25 million. The decline FPL ucperleneed in retail customer growth in the latter half of 2007 
n d  throughout 2008 86 well as a decline In norweather related retail customer usage, which FPL bellwes is teneRhr8 of the economic 
.lowdown and housing crlsls that has affected the country and the state of Florida, has continued into ZO?$. FPt is unable to prsdict k growth in 
:ustomem and nm-weather related customer usage wiU return to previous trends. The dedfne in retail customer usage for the three moth6 
aded March 31,2009 also reflects one less day of sales in 2 W ,  8s 2008 waa a leap year. 
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Revenues from fuel and other cost recovery dauses end pass4hmugh costs, such as franchise fees, revenue texas and atwm-rekrknt 
surcharges do not aignikantly affect net income; however, undsrrsamy or ovsnccovery d such casts qm rlgnflkm~ aibd FPL Gmup'r and 
FPCS opsratlng cash flows. Fluduetbnr in he! cos! recowmy m u a s  are primariry Wen by changas in krd and enefBy d q w  which r* 
included in fuel, purchased power and interdrange expense kr ulo awdsnsed consolidatsd statements d h m s ,  m WJ ns by chmgor In 
energy sales. Fluctuations in revenues from dher cost reoovety dwsw and p a w - h g h  casts ere primwily driven by ChMger In $tom- 
related surcharges, capacity charges, francMee fee costs, the Impact of &ages in O&M and depredalion expenses on the undsrtylng mat 
recovery clause. as well as changes in energy; sales. Capacity charges and franchiwe fee costs am tndudsd in fuel, purctrssed powec and 
interchange and texes other than income taxes. respedivdy. in h e  condensed consolldated StaIemenl8 of hc~m. 

FPL uses a rlsk management fuel pracufmont program which was approved by u\e f PSC at the prOgR3nI'S hWptlan. The RlSC mviews the 
program activitgs and resulfs for prudence on an annual basis as pad of its annual review of fuel costs. The pmgram IS intended lo manage fwi 
price volatility by W i n g  in fuel prices for a po~%~ of FPL's fuel requkumentr; any rewMng gains or lassos ere pa+ m g h  the fuel 
deuse. The current regulatory asset for the change in fair value of derivative instruments wed In the fuel pmcUrement ptogm amounted to 
approximately $9,309 m l i  and $1,109 rnltliin st Match 31,200Q and December 31.2008, nn~peetivdy. The decrease h fuel ~ O V W I U ~ ~  for the 
Wee months ended March 31, 2008 reflects approximately $56 mlnion anributable, to lower energy sales partly offset by approximately $52 
million related to a hlgher average fuel factor. The inaeese in revenues ffom other cost recovery dauses and pass-through costa k primarlty 
due to additional revenues assodated with the nuclear cost ncPvery rule. 

The major components of FPL's fuel, purchased power and interchange expense are as follows: 

Three Monlhs Ended March 31, 
2009 2006 

(millions) 

Fud and energy charges during the period 
Net collection of previously delemi retail fuel costs 
Other, primarily capacity charges net of any capacity daferfal 
Total 

$ .  1,083 3; 1,230 
264 le0 
132 117 

I 1,469 $ 1.467 

The dscrease in fuel and energy charges for the UIree months e n W  March 31,2008 i-efiwts lower fuel and energy prices of appmirnately 
SI04 million arid $49 million attributable to lower energy 6aleS. At March 31, 2009, appmximatrdy $1 mlllion of retail fuel oolds w m  de&ned 
panding collection from retall wstomers in a subsequent period. the decrease Itom December 31.2008 to March 31,2099 in deferred clause 
and kanchise expenses and the increase in deferred clause and tranchlsa revenues (current and noncurrent, collectivdy) on FPL Group's WKf 
FPL's condensed eunmfidated balance sheets Iotaled approximately $266 miRion and positively amcted FPL Group's and FPCs cash flaws from 
operating activities forthe three months ended March 31,2009, 

FPL's OBM e%Fenses decreased $38 miltion for the thrrre mntt\5 ended March31, 2w8 mdealng mer nudear, fossil generatkm and 
distributiin east8 of approximately $20 million, $12 mlilion and S12 million, respedhrely. The decline In nuciearcosts reflects a reimburwment d 
s s t s  expected under the terms of the settlement agmmsnt, 8s W as lwrer cod6 ratatad to plan! improvement Initiatives and refueling and 
malnlenance outages. Tho dedine in fossil generation tests is primarily due to diirwnces in the timing of plant ovsrhauls whi& are expeded to 
3ccur later this year- The dedine in dlsblbulibn costs reftects lowsr wpprt  casts and the Uming of work activities. Other changes in W M  
acpenses were primarily driven by pass-through costs which did not significently aMd net income. Management expedb 06M expenses bt 
2009 to exceed the ZOOB level, primarily due to the absence of an environmMlta1 insurance policy termination w h i i  occutred in the faurth 
qusrler of 2008, a8 well as higher expected nudear, fossil generation, tranmkslon, customer service, Informetion management and dher 
uppor t  coats and employee benefit costs. 

2epreciation and amortization expense for the three months ended March31, 2009 inoreased S3s mlffbn, retlectlng the amorfkaUon of 
approximately 332 mlllion of pre-construction mats easaclaled with FPL's planned nuclear units recovered under the nuclear Cod recovery rule 
n d  higher depreciation on transmission and dislribvtton facilities (cofledhrely, approximately $8 mililon) o f b t  by a Teduction.ln depredation due 
o the settlement agreement. 

The dedne in interest expenfe.for h e  three months ended March31, 2009 is primarUy due to a dedlne in average Interest rates of 
sppmximately 62'basis points, partly offset by hlgher average debt belences. The dedlne in interest expense also reflects a higher debt 
mnponent of AFUDC. The increase in AFUDC - equity for the three monltcs ended March31. 2009 is pfknarib attributable to addmal  
VUOC - equity an three natural gas-fired combined-cyde units of appximateiy 1,220 mw esd, at FPL's West County Energy Center in 
vestern Palm Beach County, Florida. 
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FPL i5 currently wnstrvcting the three natural ga&ired combhsd.cyde unib at its West County Energy Center, which u n b  am exptdM b be 
p\aclsd In servke by the thkU quattsr of 2009, fwN, qusrtsr of 2009 mnd mM.2011, mspedJwly. )n addition, FPL b In the protarn d &&g 
approximately 400 mw ol baseload capacity et b existing nuclear wnitr et St. Lude end Turkey Point, which addtional cepaelty is project4 to 
be placed In sewlce by h e  end of 2012. In 2008, the FPSC eppmved FPCs @an lo modernize its Cape Canavcsral and RMsra power plants to 
high-eflidmcy natural ga&l.fired units. Each modernkod plant is ayoeGtbd lo  provlde approxtmete?y 1,200 mw of capacity nnd be placed in 
'service by 2013 and 2014, fespedively. Siting Board approve1 is pending ond a deckibn is expected In e& 2010. in Aprtl2009, FPL tiled a 
need petition with the FPSC br an irppmximetely 3M1-mits undergrouKf natural gas plpolins in Fkxkia, which is pmfected to tw, In rewScr in 
2014. I approved, the pipeline would supply natura! gas to the Cope Canavwel and RMwa power plants once they 818 modornizsd. An FPSC 
decision Is expected in July 2009. The pipeline rsqulres additional approvals from, among others, Ihe Siting Board. 

In 2008, the FPSC approved F PCs need petM for two oddional nuelear unb at its Turkey Polnt die wlth projected in-aanrice dates between 
201 8 and 2020. which units are erpected in the aggregate to add between 2,200 mw and 3.0110 mw of baseload Capac!ty. AddiSMud approvhh 
kom other regulatory agencies will be required late; in ths p m s s .  In 2009, FPL began recovering, under the oyxlclty dause in accordance 
with the FPSC's nuctear cbal recovery rule, w e - m i o n  cwta assodaled with FPL's planned nvdct4r units nnd c8rrylng chstgss (equal to 
the pretax AFUOC rate) on consbuctlon costs assodated wllh We addition of approxlmatfsty 400 mw of baseload capacity. Substantially all of 
these oosts are subject to a prudence review by he FPSC. The 88me ntle pmvldas for the m a r y  of WndnlctlOn mls, once the new 
capacity goes into service, through a base tale increase. 

NexEta Energy Resourns .. NextEra Energy Resources' net income for the three months ended MaFh 31,2009 and 2008 was $252 million 
and $184 milhon. respectively, an invease of $88 millon, The primary driven, on an after-tax basis, of this incream were as follows: 

Increase 
(Dsaease) 

Three Months 
End& 

March 31.2009 
(millions) 

New investments '') 5 5% 
Existing assds (31 1 
FUN energy and capacity requirements sewlcts and trading (6) 
Asset side 3 
Interest expense, diffsrentfel membership costs and other 
Change in mretalhecf rnsrk-to-market nonquat@hg hedge adivii @) 

Change in 07T1 fcrsses an securities held in nudear demiasioning funds, net of Ol7l reversals 
Net Income Increase 

a) IncLrlaiPTCl *ndrcCaclnwhra ~ ~ ~ ~ ~ T C I o n s o l r r ~ a ~ w r f ~ a r l # b * n * M l . w l d w ~ R ? o 0 v a r y k f t  ~ ~ N & r . ) ~ k n d ~ n d l n d u d O 8 l l ~ ~ d l ~ l ~ ~ ~  
corpuab s ~ m l  and ofJmlnlnmUw expornso. RMW Iron nm pmJaus 111. M o d  k'l nw.lmertnwnb dwtno W tlmt hwrn months 01 opamn A P0)nur mrutta em 
inckrdrd in axkting a w l s  brghnhgwith the bhtmnlh tmnm dapsn(bn 
Sac Eldr? 2 and d*aadcn sbow r&WI M darlvatiw hInmuni& 

8 '  
02 

(26) 
iLm-22 

The increase in NexEm Energy Resources' results from new inveslments rbnccls the addltkrn of aver 3,3OQ mw of.wh\d generallon dwtng or 
3Rer the first quarter of 2008 and the state and convdble I T Q  tex benefits (see Note 4). Resub from NrmtEra Energy Resourws' existing 
m e !  portfolio decreased primarily due to unfa\rotable matket mditfons in the ERCOT region, a refueling oUtBgb et the Duene Arnold nucleer 
'acility end lower wind generation primarily due to 8 paNarlarly strong wind resource in the prior quarter. These decrease@ rasults lrom the 
swjsting asset pcrffolio were partially offset by !he absence of an unplanned outage in 2008 at the Seabtvlok nuclearfacility, fciuorahb c o m d U y  
nargins from NexfEra Energy Resources' ratail enecgy provklet and the settfenlenl agreement. 

'4exlEre Energy Resources' fld quarter 2009 financial results refkct lower gains from its full e n q  and capadty requirements services end 
rading activities. FuH anergy and capacky requiremenb services indude krad-fokwing services, which requke the mpplier of energy lo vary 
he quantity delivered based on the load demand need8 of the customer, as welt as various anatlaw eenricas. 

%e asset sale represents the sale of wind development sios in 2009. The Increase in interest expense. differential membership costs and 
ither reflects the foreign tax banefit (see Note 4), partially ahet by higher Interest expense and WpOfate general and adrnktlwtive costs due 
o growth of the bushes$. 

~~P:~~vyvyv.sec.gov/Arch~v~~cdg~ldata/3 7634/0OoO75330809000043/f0m I Oq 1 q2009.hfm 
- 
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FPL Group, Inc. 
Corporate Communications Dept. 
Media Line: (305) 552-3888 
April 26,2009 

FOR IMMEPMTE RFLEASE 

NOTE TO EDITORS: This news release reflects the earnings report of FPL Group, Ino. 
Reference to the corporation and its earnings or financial results shouM be to "FPL Group" and 
not abbreviated using the name *FPL" as the Latter is the namelacronym of the corporation's 
electric utirity subsidiary. 

FPL Group announces solid first quarter earnings for 2009 
e NexiEra Energy Resources reports strong results 

Difficult economy continues lo chaltenge Florida Power & Light Campany 
FPL Group ralsea adjusted earnings per share expectatidn8 to a nnge of $4.20 to $4.40 
for 2009 and $4.65 to $5.05 far 2010 

JUNO BEACH, Fla. - FPL Group, Inc. (NYSE: FPL) today reported 2009 first quarter net 
income an a GAAP basls 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 eamhgs were 
$384 million, or $0.90 per share, compared with $305 million, or $0.76 pet share, in the first 
quarter of 2006. Adjusted earninw exclude the mark-to-market effects of nonquelifylng hedges 
and the net effect of ather than temporary impairments (OTTI) on certain investments, both of 
which relate lo  NexlEra Energy Rewurces. 

FPL Group management uses adjusted earnings, which is a non-GAAP flnancial measure, 
internally for financial planning, for analysls of performance, for teportlng of results to the Board 
of Directors and as input in determinlng whether certain performance targets are met for 
performance-based cornpansation under the company's employee incentive compensation 
plans. FPL Group also uses earnings expressed in this fashion when communicating if6 
darnings 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 reconcilialion of historical adjusted 
earnings to net income, whlch is the most directly comparable GAAP measure. 

"FPL Group had a very goad first quarter, with adjusted earnings per share rising 18 percent 
year over year, largely as a result of strong resufts from our NextEra Energy Resources 
subsldiary. At Florida Power & Light, we announced proposed investments that will significantly 
improve the electrical system for our customers - spec~fics\ly, a large-scale deployment of 
'smart grld' technology in Miami, and a new natural gas pipeline to provide increased energy 
security. As pleased as we are with,FP L Group's current results, we are even more optimistic 
about the future. The reason is simple; We believe that the policy ctlrnafe In the netfon is 
trending in a direction highly favorable to power companies with low emissions profiles and 
significant ciean-energy fleets," said FPL Group Chairman and CEO Lew Hay. 
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Florida Power & Light Company 
FPL Group's rate-regulated utility subsidiary, Florida Power & Light Company, reported first 
quarter net income of $127 million, or $O.W per share, compared with $108 millbn, or $0.27 per 
share, for the prior-year quarter. The weak economy, however, continued to have a negative 
impact on FPL. Sales declined fix the quarteron a year-over-year basis, as did the average 
number of customers and usage pet customer. 

FPVs improved re'sults were driven by a 10 percent reduction In opemtions and maintenance 
expenses compared to last year's first quarter, with much of that reducwn attributable tu Hrning 
of expenses In 2009. In addition, In March of this year, FPL, along with certain NektEra Energy 
Resources subsidiaries, signed 8 settlement agreement with the US. government dismissing 
lawsuits related to spent nuclear fuel disposal, The totel 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 fud efficiency, generating cleaner energy 
and enhancing system reliabilkty, whife 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, Of 4.5 percent, from $?09.55 to $704.63 on Jan. 1,2010. This 
bill estimate renects an increaser in base rates that wuM be more than offset by 
reductions in the cost of fuel based on Feb. 0,2009 fuel price pmjectfons for 2010 as 
well as improvements In fuel eficlency. 
In April, FPL fibd a proposal with the PSC for the construction of a new underground 
netural 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 supplies. The pipeline, approximately 300 mifes long, is proposed For 
construction in the eastern portion of the state from Palm Beach County in the south to 
Bradford County In the north, 

.I Also in April, FPL announced its "Energy Smart Miami" inillative, The initiative has the 
potential to be the most extensive and holistic smart grid implementdon In the counhy. 
The beckbone will be the deployment of more than d million advanced wireless "smart 
metersn to every home and most businesses in MiamLClade County, which will be 
connected by a two-way wireless network, along with expected pilot programs involving 
renewabte energy Integration, deployment of plug-in hybftd electric vehicles and 
cunsurner technology trials of in-home energy displays and home energy controllers. 

NextEra EnerQy 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 $184 million, OF $0.41 per share, in the prfor-year 
quarter. On an adjusted basls, 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. 

NextEra Energy Resources' first quarter adjusted earnings per share contribution rose by 13 
percent over the prior-year quarter. These rttsults were driven primarily by new investments, 
specifically new wind generation facilities. Included in this category are the favorabb impacts of 
state investment tax incentives and the American Recovery and Reinvestment Act of3200Q. 
Adjusted earnings from the existing portfolio, which includes both the contracted and merchant 
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segments, declined versus the year ego quarter. The contracted segment was down due 
primarily to a refueling outage at one of our nuclear plants this year and lower earnings at one of 
the company's natural gas-fired facililkts in the Northeast. Earnings from the merchant assets in 
the Ebctric ReWWy Council of Texas (ERCOT) wem down due to softer market conditjons, 
partlally offset by incremental contributions from the company's retail provider, Grrxa. The 
merchant assets in the New England Power Pool (NEPOOL) were up 3 cevts O W ~ Q  io the 
absence of an unplanned wtage that occurred during last year's first quarter. The existing wind 
portfolio was down compared lo fast year's first quarter primadfy reflecting a weaker wlnd 
resource. NextEra Energy Resources' results also benefited fram an additional equity 
investment made in its Canadian operatrOns that allowed the company to reduce previously 
deferred taxes. 

In !ate January, the PublicUtility Commission of Texas (PUGT) approved !he state's 
Competitive Renewable Energy Zone initiative, a collaborative Mort by the PUCT, ERCOT and 
interested stakeholders to deliver more renewable wlnd energy to customers in the state. The 
PUCT voted io implernenl an approximatsly $5 billion transmission buildsut, awarding 1 
percent of the lotal. or approxlmately $565 mllllon, to Lone Star Transmission, an FPL Group 
subsidiary. Lone Star is expected to add approximately 250 miles of 345 kilovolt lines capable of 
transportlng a slgnificent amount of renewable energy from West Texas to the Dallas-Ft. Worth 
area. 

Corporate and Other 
The loss In Corporate and Other decllned to $1 5 million in the first quarter of 2009 from $23 
million In the first quarter of 2008. 

QlltlOOk 
FPL Group believes it is well positioned for earnings growth and now believes the company will 
deliver adjusted earnings per sbare for 2009 and 2010 in a higher range then previously 
announced. For 2009, the new adjusted earnings per share range is $4.20 to $4.40 and for 
201 5 the new range is $4.65 to $!LO!% Please see the accompanying cautionary statements for 
a list of risk factors that may affect future earnings. 

As always, FPL Group's adjusted earnings expectatlons assume, among other things, normal 
weather and operating conditions, no further decline in the national or Florlda economy, a 
reasonable capital markets atinasphere, and exclude the mark-to-market effect of non-qualifying 
hedges, OTT), and the cumulative effect of adopting new accounting standards, if any, none of 
which can be determined at this time, 

As previously announced, FPL Group's first-quarter earnings conference call is scheduled for 9 
a.m. EDT on Tuesday, Apni 28,2008. The webcast is availabte on FPL Group's Web site by 
accesslng the following link, ~ncl:llwww.FPtGroup.comlinvF;@fprfcpntentsnnvestor index.s html. 
The slides and earnings release accompanying the presentation may be downloaded at 
www,FPLGrourmm beginning at 7:30 a.m. ED7 today. For people unable to listen tu the live 
webcast, "a replay will be available for GO days by accessing the same link as listed above. 





CONFIDENTIAL 

INFORMATION 

REDACTED 





Docket NO. 080677-El 
Confidential Ehtblt 
Exhibit -_(LK-?), Page 1 - redact& 

CONFIDENTIAL 

INFORMATIQN 

REDACTED 



EXHIBIT-LtK-8) 



- _ -  -_ 
Docket No. 060677-El 
Confldential Exhibit 
Exhibit JLK-B), Page 1 - redactet 

CONFIDENTIAL 

~NFOF~MATION 

REDACTED 





- .- -_. . -  

Docket NO. 080677-El 
FPL Resp. to SFHHA Int. No. 119 
ExhibR JLK-Q), Page 1 ot 9 

Flotlda Power b Light Company 

SFHHA's Second Set of tvtemautorkts 
Interrogatory Ne. 118 
Page 1 of 1 

Docket NO. QBOB'R-EL 

Q* 
Interrogatories Directed to Ms. Kim Oasdahl: 

Regarding Schedule C-36, For 2009 and 2010, please describe each of the major factors that 
cause the increases in non-futl operations and maintenance expenses %om each prior year (2009 
compared to 2008 and 2010 compaffd to 2009). Your answer should explain why each htor  
contributes to the increase. 

A. 
See Attachment No. I .  
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Florida Power Light Company 
Docket No. 080677-El 

SFHHA's Second Set of Interrogatories 
Question No. 119 
Attachment No, I 

Page 1 of 8 
I 

Q. Interrogatories Olmcted to Ms. Klm Omdahl: 

Regarding Scheduie (2-36. For2009 and 2010, please describe each of the major factors that cause the 
incnsasas in nokfuel operations and maintenance expenses from each prior year (2009 compared ta 2008 
and 2010 compared to 2009). Your answer should expIaln why each factor contiibutes to the Increase. 

A. NOR-fuel O&M Expenses 

MaJM Faator 
Expense Sp ($000) lncreese I (Decrease) 

2008 Corporate Total $ 'l,306,728 

Base O&M $ 135,912 SeeAttached 
Revenue Enhancement $ 11,454 SceAttaehed 
Other $ (3,7701 Less than LOX, not material 
Total Increase I (Decrease) $ 143,656 

2009 Corporate Total t 1,450,324 

2009 Corporatcr Total 1,450324 

Base O&M $ 118,358 SeeAttached 
Revenue Enhancement $ 1,785 See Attached 
Other 8 (435) Less than 0.446, not mateflat 
Total Incmase t (Decrease) $ 119,748 

2010 COrpDrab Total $ 1,570,032 
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Fbrlda Power Llghl Company 

SFHW'a Second Sst o l  lnterrogalarles 
Question No. 119 
AUachment No. 1 

P a w 2 o l 8  

Docket No. DBR677-EI 

Dittrlbutfon 

Customer Servtco 

Tnnsmlrlion 

Power Ganeratlon 

1,380 TraIt6f'erreeponslblllty for DioblbuUon underbutit program to TmnsmisJlon 6 Substiition from 
DkMbuUon 

s 6,176 

5 S,QW Slrudurel Malnbnance 6 Relkbii  Pmieds 
9,746 West County Emcgy Center Operelionel 
3,482 Scherer Unit 4 Perlmnce Fee 
I0.321) No ovwhaul for Sclwrer Unit 4h 2008 

Englneetlng, ContftucUon, Corps' $ 281 Mea h m a ~  lmpad 
875 tnuaasa In fiabrles due to frmng of v a a  poalons in 2008 
385 O&M lmped of4 new approved podtlma 
890 Acreabed Malfilenww - lrrcmesa in SubstatlonrSvc CenterKouler rnelntsnance cos@ priniarlty 

driven by fuel and uWUee lnuee5es along with 11 new wbstalbw. 
627 Fad#ty optimtraudn lnitlative to mexlmke uwe8on of ~ ~ k u n g  apace to aC09mmPdEle meds 
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Non-Fuel OEM ExpPns8r 

2008 - 2009 
(aace OSM) 

Fhrida Power Uaht Company 
Docket No. 080877-Et 

SFHHA's Second Set of Inferrogalorles 
Quastlon No. 1 I 9  
Aftachment No. I 

Page 3 o f 8  

Major Factor 
Unlt t$OOo) lncnose I (DBcmssa) 

$ 7,700 lniiatlon a12% 
11,000 Ragular'Payrdl (headcount Increase; operallons plpellm and Fatlgue Fa& imped) 
(5,100) Ovemme Payroll ((mpadofheadoount inmiss end Falbuc Rule) 
14.6W O l m n a r y  proje& 
(4,400) Shod N a b  Outages (not budgded, bul In 2008 sclualo) 
(6.600) Turkey Point Exmlkricd (ramp down afpm3sct) 
(4,100) PSL spent FueiStoregc LOadhg Campatgnr (not budgeled In 2008 only occur8 as necessary) 

3,200 PSL-PTN.ENQ stam ~mjects 
(1,300l Other I 

Nuclear 

s 16,370 

Accountlng, FhancW 6 Olh8r $ 43,818 
2,483 
2,034 

7,616 
. ~9,ooo) 

(4.440) 

HumanRssounur 

AEGIS Errvtmnmental Inauianw Pol@ cmulaffwc p a y n ~ l ,  an& aadwsd in 2008 
PayrpU Acme1 - O h n  by increase In bwdgeted payroll ddram 
St. Lude ParUdpaUon Cwdlt - 2000 credit lowerdw to dHlueoces in th8 outlge sehsdules 

Cenkirpoinl eqd Enhgy mutual asslstance - Bllllng for assletance pmVrded during hurtkane 
Estlmaled W E  SetUemnt - credl budgetti4 in 2009 
P e n a h  IC Wfare Credit -increased uadll driven by an tncrssse In CppltaliW payml expshses 
(53,831) and MI rata (S806K) vk 2008 2008 PWll mtawas 7.36% and 2009 waa 7.62% 

Affiliate Management Fee - briven by 8n lnc?ease In coat pool axpsnses and en ln~aaae in the 
Massadtusstts Formula alkmtlon rsln 
2008 t~ Swennce ~ccruat 
Other 

Medlcak Ths MOB to 2009 Incrersa is behg drhran by a hlcndad medical trsnd of 9.28% (12% 
barpPining, 6% nonbergalnhg~, which Ls In lEne WM n a t W  medical lnmase$ In trends. Fof 
2009,the rfi6ulting forecast war raduced by -31.2M, pflmMlly mliectloe lnmaaed OmpWet 
mtrlbullons. 
FAS t12 Rhtary cast dihrars indude aduotdb;ablllty awpedence, and to a tessardegres 
assvmpRom regardlng discount fatea and medld  Irendri. Fn's 2009 expanse rSneds an 
mmge dhktotical mU(k 
FAS 87: plimary drivar of year over year haram I8 the lmpad of a s i g n l m  WaUue r m n  on 
esaets [@Mi& budga) In Zoo8 98 waU as the Impwtof 8 unlon atwmion Uedded In Odober of 
2608. These teaon w ( ~ a  offnet by an expectad Imrahse h the discaunt rate. 

Corpmle IncenUwr Pagram: SOD8 to 2006 w8t dAven hduds employas haadcount. me* and 
markat pay incream. am well a~ cccgorsts. buslnesa unlt, and lndMdUrt parfonance again9 
eshbKnh8d perbmance Indkatora. 

(691) Ovrrr: Mawy dMtn by a dectoere In FAS 106 Reliras Msdfcal (dw l o  fWrsraligbk emloyees) 
and OW misculiansous items, olbet by an M a s e  In Workers' Comp (due to towered 
expadaean of wWed dalm). 

s 23,082 

2,989 

10,235 

5,165 
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Florida PowerUght Company 
Docket No. OBD877-El 

SFHHA's Sewnd Set of Intenopirlories 
Qbeation No. 119 

Page 4 of 8 
Non-Fuel ObM fxpensos 

2008 - 2009 

Atlachment No. I 
(Bas. O m )  

,- 
NbJor Factor 

Greaternuclear llabiily Insurance due lo hlgher projected premkrms and lowar projecied nuclear 
IlabiUty and other dklribubns in 2009. 
Greater c x a d w  SERP th& program End Board of Mredor pcnslon program ntldbcleeble lo 

Oreaternudear pmpefly lnscnanm due lo Wer dlstrlbulions, addidlonal storm premium, and SHa 
Iws penalty Included In 2000. 
Gmatet executive industry dum, $03 mll and gnraler oudt and prolssrrlMla1 fees, $0.6 mil, 
paNeYy offset by dlswntlnwetlon of the Reseerch md Oevsbpment p r q r m ,  gp.2) rnn, transfer 
of RQpowiMnly far prlnw M d  hJRUment of annual report to MafkeUng I L  CommunlcaUans, S(O.3) 
mH, end ne4 fpMFpblr o h r ,  O(0.4) ml!. 
Greater ~ x e r u l i i  deferred campenanhn due toantidpated gmwfh In stoaC market inve-nts 
and projectad lweases In execNw s(cdr awlrds, also gforlsra%eculb WlmWssWnt 
salark, prtlelly &Bet by lowerexecutive IncerHIVeK severmce. and relocation, a h  greater 
Credib f o r h  axecullvs porilon of the aMWe manapemem fep. 

- Unit $ ,  (SOao) Increase! (Docruate) 

Finmclal Bustneu, Unlt 5 1,164 

3,171 

2,600 Greater executhm r ~ U $ a t m u s  expense. 
7,182 

221 

antldpaled Qfm bl FPL abCk P I b .  

3,345 

5 17,682 

Ne( other mbor ilems 

$ 2,762 Rets Case expanms Incured 
4.420 
/ 
0 4,066 

Rwuletwy Affairs Depaitmenl annuallzed haamental payroll for 11 new posHbns 

5 737 Payrdl. Headc~unl hetsos - $l6DK. Under In head aunt In 2008 - 5242. In-, merit 
Inaeaw and raises - S635K 

(336) Mnca fi Employee Rdatcd, Rssponw to ~ ~ f i o m k :  dawn turn by t e d W  travel, enlertahmsnt, 
lhird pa@ bplnlno and redudlop Pl offhx! expenses. 

(4el) QvlPMe Senricrw. lnaeased slsmg l ewk  wll) anable FPL attorneys to handle matters pnurCu&y 
osrdgnad to OMSMe COunssl. 

2,474 In- and Oem?j$as. Due to en Ln~resss hihe Self-Insured rute4ion hwn $ 2  mWon to $3 
mll!lon IR 2000, the budgal was Inaeassd In antldpetlon ofthws inmasad gMi. Our daLns 
departme& celarlalsd an annual hpRd of $2 mMbn dollwe. The remmdw d Q e  h r a w  is to 
bring the budget up to the normelkad lev& a6 2 0 8  was an unusuNy low year. 

StmQy,  Policy, and Bur Proe 5,101 The R74000k a ww bualnebs urlt. ThFea sectlone, Ssarrity. Avintion and EnvLmnnentel 
S-s, want prsvlwaly under dlfferrnt bustnew unL end h o  new se#lon8, Opsrabnal 
Excdlenos and Siratepic Inltbthms. were Eomblnsd to f m  the SWlegy, Pollcy and Business 
PrOCMfi lmprwamef~l budnm unlt. 
Ril) salaryvarlm of $3,377,191 k molnlydus to naw personnel h Stratcglc InltleUves end 

OpmUond Excebnence as wet1 ae pay lnaeams In the olher sedions, 
The afflca suppRe8 and sxpsnser vnrtanaa of 81,352,813 IS mainly due lo elmn fuel expenses 

are hl&cr. new soAware lor Securtty, moatlon end rollwere mt for strategic iniUatlves and 
opetational €xCellenW. 
ftre outsldc sewtcep employed vsrlanca of $912,764 Is malnly dueto 0 dassiflcatlon change 

balween MOB and 2009. 
lh mtfallanoour gened expense variance d $713,765 16 mainly due to En*msrrlsl 

UaMlieeS R.MN~ (ELI?}. 
The rnelnlrmence of ~ n e d  plant variance 5143.567 Is malnly due to genera) elruaR 

mainlenance cost tncre~ws. 
- s  6,101 

Other Ehse OW4 

2008 Corporate Toto1 

Tottit Vartsnu 2008 vs. 2008 

s ,299 Leof than 0.2% of Increase. not matefin1 

$ 1,.(94&38 

c 136,912 

._"I 
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Florida Power Light Company 
Docket No. 080677-EI 

SFHHA's Second Set of interrogatories 
Question No. 119 
Attachment No. 1 

Page 5 of 8 NonnFuel O&M Expenses 
(Revenue Enhsncembnt) 
2008 - 2009 

Major Factor 
Unit ($000) Increase I (Decrease) 

2008 Corporate Total $ 16,275 

Customer Service 10,895 This inmase in 08M is due to the planned growth in the Performance 
Contracting bicsiness. perf onnance Contracting is planning to increase 
kles mvenw by 60% in 2008 vs. 2008. The projected increase in O&M is 
io support h e  planned growth. 
This increase in O&M Is due primarily to the administrative expense 
related to supporting the business growth. 

590 

$ 91,485 

Other $ (31) Less than 0.3% of increase, not matertal 

2009 Corporate Total t 27,729 

Total Variance 2008 vs. 2009 $ 11,454 

L - -- --_-_I-- 



- - .- - _. - 
Oockel No. 080677-El 
FPL Resp. to SFHHA Int. No. 119 
ExhlbR -(LK-9), Page 7 of 9 

Rorlda Power UJM Company 
Doc4et No. 080677-EI 

SFHHAb Secood Sel of I n t ~ t o r l e s  
auesuon NO. l i e  
Allahmenl No. 1 

Pageeofti  

YaJor Factor 
unn ($000) Increw I (Decrease) -- , 

2009 Corpomte Tohi $ 1434,438 

Dlstribulton 

Customat SecvIc. s 

Tnwmb8bn 

Nrrdsar 
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Human Rsdaurces 

Regulatory ARaIn s (2721) Re(a Case ruqwnses no Ionget hcumd 
SO0 FERC Reaulalorv Comrnlsdlan a x n e w s  
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Florlda Power Ught Company 
Docket No. 080677-El 

SFHl-iA's Second Set of Interrogatories 
Question No. I19 
Attachment No. 1 

Page 8 of 8 NonSuel O&M Expnses 
(Revenue Enhancement) 
2009 - 2010 

Major Factor 
Unit ($000) Increase I (Decrease) 

2009 Corporate Total 

Customer Service 

2020 COrFiOrate Total 

Total Variance 2009 YS, 2010 

$ 27,729 

1,567 This increase In OBiM Is due to the planhed growth in the Performance 
Contracting busiw~s. Performance Contracting is planning to increase 
sales revenue by 8% in 2010 vs. 2009. Thi3 projected Increase in O&M is 
to suppnrl the planned growth. 
This increase In O&M is due primarily to the administratbe expense 
ietattd to supporting the business growth. 

218 

$ 1,785 

f 29,514 

$ 1,785 
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t Flodda Power 8 Llght Company 
Docket No. 080677-El 
S F W e  Tenth Set OF Interrogatories 
lntemgatory No. 297 
Page I of 1 

Q- 
Regarding Schedule (2-35 for tfm 2010 test year. Of the data that appear in this schedule, please 
identify which amounts are capital and which am expensas for each yew provided and s~parately 
ideutiQ the mounts 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 A&chment No. 1 for the requested breakdown of 
amounts that appear on MI;R C-35 line 3. The source of the mounts provided on MFR C-35 line 
3 for 2006 through 2008 is the PERC Form 1, which provides an accounting v i m  of costs 
classified as payroll, The sol)rce of tho mounts provided on MPR C-35 tine 3 for 2009 and 2010 
is the FPL corporate budget system, which provides a management view of payroll. For 
comparability across years, the responsc to this htmogatory is from the FPL corporate budget 
system for 2006 thraugh 2010. 

MFR C-35 Fringe Benefits -- See Attachment No. 2. 
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FLORIDA POWER AND LIGHT 
SFHHA ADJUSTMENTS TO REFLECT PRODUCTIVrW GAINS 

TEST YW4R ENDING DECEMBER 31,2070 
(S MtLtlONS) 

Source: Response to SFHHA Interrogatory No. 257 and Burea of tabor Statistics website ' 

Assumed 2.0% Annual Productivity Factor Based on Hlstorical Data Presented Below 

08M Pmductivily Productivity 

. O&M Base Recovery Payroll 2010 
Amount Factor Reduction 
765.261 0.0404 (30.917) 

O&M Payroll Tax 2010 - Sch  C-20 49.384 0.0404 (1.995) 

Q&M 3ase Recovery Fr. Benefits 89.286 0.0404 (3.607L 

Total Productivity Reduction 

BLS Productivity Shatistlcs 
Series Id: PRS85006093 I 
Duration: index, 4992 = 100 
Measure: Output Per Hour 
Seefor: Nonfarm Business 

- I-- 
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FLORIDA POWER AND LfGHT 
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 Plen 
Employee Savings Plan 
FICA - SB PIR Tax 
Fad & St Unemployment - SB PIR Tax 
Worker's Comp 
Educational Assist 
Employee Welfare 
OPEB (SFAS 106) 
Post Ernp Disability Benefit 
Dental Insurance 
Nuciear 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 
Frlnge O&M 
Refiected 

on 
#297 

1.058 
65.572 

-38.982 
23.802 
62.578 
0.937 
6.393 
2.193 
2,893 
16.428 
5.294 
4.649 
0.237 

146.052 - 
765.261494 98.5?& 
27.867388 3.5% 
793.128882 1OO.Q% 

2010 
Fringe O&M 

without 
PR 

Taxes 
1.058 
69.572 
-38.982 
23.802 

6.393 
1.193 
2.893 

18.428 
5.2M 
4.649 
0.237 

92,537 
P 

89.286 
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Florida Power & LIght Compaay 

SPEIHA's Fifth Set olXnterrogabries 
Interrogatory No. 240 
Page 1 of2 

Docket NO. 080677-EI 

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 ann& O&M expenditures far St. Lucy and Turkey Point in the 2010 and 
201 I plans FLS compared to 2008 actual expenditures. 

A. 
FPL's increase in annual O&M expenditures for 2010 and 2011, compared to 2008 actual 
expenditures, is approximmly $43.5 million and $59.0 million, respectively. The major drivers 
of thc variancb m categorized as follows: 

Nuclear Division Staffing: The increase is wjmprised of the following components: Year-@-ye& 
merit increases for Nuclear Division employees and an incrcase in staffing to address Operations 
stafikg needs and Maintenance and lilngineering College Program. The incease attributable to 
merit increases is approximately $6 million, and staffing increase is approximately $1 8.5 million. 

NRC Licensing and Iwpe& 'on Pees: The NRC has significantly ~oFeased the fees FPL must pay 
ag a result of the nuclear units being regulated by the NRC. NRC kcensing fees are charged at a 
per unit rateand inspection fots are charged at a per hdur rate fm services required. The increase 
is approximately $4.9 million. 

Otltanes: included in this variance clre changes in actual costs associ(rt0d with differences in the 
number and scope of refueling outages for St, Lucie and Wkey Point nucleat units in the two 
comparison years (2008 and 2010). The increase is approximately $7.9 million. 

Proiw;ts: Projects me 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 Dscuments No. 71 fox a tis! of projects. 

Materials & Sumlies: The increase is associated with costs for material and suppliw to suppart 
daily mahtenance activities and write-off of obsolete inventory due to equipment upgrades not 
reliated to the upxate projects. The increase is approximately $2.1 rniHion. 
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Florida Power & Mgbt Companr 

SFHiiA's Fifth Set of hherrogabries 
Lnferrogatory No. 240 
page z or 2 

DoCktt NO. 080617-E1 

on S t a k  The increase is compesed of the following components: Year-to-year &.: Nuc I 

r n e r i z  for Nuclear Division employees and an increase in staffing Q address Operations ",: 
staf&ng%eeds and Maintenance and Engineering College Program. The increase attributable'to 
merit increases is approximately $9.1 million, and staffing increase is approximately $23.3 I 

miIiian: ,' 

. .. . .  
* -* . s . 9  

&RC Licensing and Xnsuection Fees; The NRC has significantly increased the fees FPL muSt pay 
as a result of thc nuclear units being regulated by the NRC, MRC licensing fccs are charged at a 
per wit Me and inspectim &s am charged at a per hour rate for services required. The hcrcase 
is approximateIy $72 million. 

Outaneg included in this variance are changes in actual costs associated with differences in tho 
numb and scope of refUeling outages fur St. Lucic and Turkky Point nuclear units in the b o  
corupmhfi y W  (ZOOS and 2011). The increase is approximately $15.1 million. 

Materials 22 Suaplies: The increase is associated with costs for material and supplies to support 
daily maintenance activities and WritesfE of obsolete inventory due to equipment upgrades not 
related to the uprate projeots. The increase is approximately $2.6 million. 

, 
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Florida Power I Ught Company 
Docket No. 080677-EI 
SFHWs Tenth Set of intetrogatorles 
Interrogatory No. 281 
Page 1 of 1 

Q. 
Please provide a monthly history of nuclear production full time equivalent employees by 
department and in total for this firnetion .from January 2006 through December 201 1 and provide 
an explanation for any year to year change (December to December) exwed@g 2% in total for 
this hct ion.  For 2009, the Company shouid 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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FIorlda Power & Light Company 
Docket No. OB0677-EI 
SFHHA's Tenth Set of lnttrrogalories 
Quesh'on No. 291 
Attachment No. 1 
Tab 1 of 6 

Rate Case tnterrogatory #2B1 
Year over Ye& Increi35e 

Full Time Regular Employees % Increase 
2008 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% 
201 0 Budget 2,071.0 3.0% 
2011 Budget 2,115.8 2.2% 

Chanaes from 2006-2007: 
FPL added staff to anticipate and ultlmately compensate for attrition and 
ntlrcmenb. 
As pari of fhe FPL Ptofessbal Trainhg Pipeline, FPL had f o m d  pertnerships 
with both the Indian Rlver State College and fhe Miami Dade Community College 
to train the next genmtfon of workers, and has committed to accepting a fixed 
number Into the Apprenticsshlp Program each year. Employee increases during 
2007 resulted from this program, plus dedicated air conditioning malntenance 
employees {displacing contractors), as well e8 authorked Increases In Nuclear 
Engineering to alhn wlth the standard fleet organlzatlon model based on the slze 
of each station. 

Chanaes from 2007-2008: 
The maJorily of employee increases durjng 2008 were driven by the 
FPL inckastd the number of plant worker6 to allow for a smooth transition as 
expedenced workem retlre, while also preparing for anticfpatsd industry gmwv\ 
over the next 10 years. Many of those hlred were for iicensied ojmrator classes 
where ernployeeg am tralncd for extenaive time ftarnea prior to becoming 
productive. Other divers included Capacity Clause security positions and pmjbct 
bound employees for a new majot capltai project (Exiended Power Uprete) (payroll 
dollars for Capacity Clause and Extended Power Uprate are included in their 
respective Docket flings). 

g$annes from 2008-2009: . 
The main drivers for each of the projected years is tho Apprenticeship Program 
and operations tralning pipeline, Curing 2009 only FPL also expects to hire 
additional pmJect baund posHIans to support the new major capital project 
referenced for 2008, which is expected tu last into 2013. 

Chanaerr from 2 0 0 9 - ? 2  
The rnaln drivers for each of *e projected years is the Apprenticeship Program 
and opeations tminhg plpelint. 

Chanaes from 2010-2011: 
The rnah drivers fbr each afthe projected years is the Apprenticeship Program 

-___I___--_- ....._I ._-.-.- - --__--I__c_ 
# 
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2006 Adual 
Florida Power &VLigM Company 
Docket No. M10877-Et 
SFHHA's Tenth Set of Interrogatories 
Question No. 29.1 
AttachmentNo: I 
Tab2of6 . .' 

." 

Ledger Date Empfype Emp.Status Actual 
ROW44 - ENGINEERING SUPP W C  200601 Exempt Regular Bi-weekly Fixed 53 

200601 Nan-.Exempt 
200802 Exempt Regular 
200802 Non-Exempt 
200603 Exempt Regular 
200603 Nan-Exempt 
200604 Exempt Regular 
200604 Non-Exempt 
200605 Exempt Regular 
200605 Won-Exempt 
200606 Exempt Regular 
200606 Non-Exempt 
200807 Bargalning 
200607 Exempt Regular 
200607 Non-Exempt 
200608 Exempt Regular 
200608 Non-Exempt 
200609 Exempt Regular 
200609 Non-Exempt 
200610 Exempt Regular 
20061 0 Non-Exempt 
20061 I Exempt Regular 
20061 1 Non-Exempt . 
200812 Exempf Reguiar 

200801 Bargaining 
200601 Exempt Regular 
200601 Non-Exempt 
200602 Emgalnlng 
200602 Exempt Regular 
200602 Non-Exempt 
200603 Bargaining 
200603 Exempt Regular 
200603 Non-Exempt 
200604 Bargaining 
200604 Exempt Regular 
200604 Non-Exempt 
200605 Bargaining 
200606 Exempt Regular 
200005 Non-Exempt 
200608 Bargaining 
200606 Exempt Regular 
200606 Non-Exempt 
200607 Bargaining 

. 200607 Exempt Regular 

200812 NMI-EX-pt 
R01905 - ST LUGE PLANT 

Bl-weekly Fixed 
Bl-weekiy Fixed 

Bi-waekly Fixed 
BI-weekly Fixed 
81-weakly Fixed 
Bi-weekly Fixed 
Bi-weekly FIxed 
Bi-weekly Fixed 
Bi-weekly Hxed 
€31-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bl-weekly Fixed 
Bl-weekly F%ed 
81-weekly F b d  

ai-weekly Fixed 
Bi-weekJy Fixed 
Bf-weakly Fmed 
P k m k l y  Fixed 
61-weekly Fked 
Bf-WceWy Fixed 
Bi-weekly Flxed 
BI-weekly .F'oted 
Bl-weekly Fixed 
Btweeeldy Fied  
Biweekly Fixed 
Biiweekly Fhcd 
Bkweekly Fixed 
Bi-weekly F ked 
Bt-weekly F i d  
R w e W y  Flxed 
BI-weekly Fixed 
Bl-weekly Flxed 
Bbweekly Fixed 
Bi-weekly Fixed 
Bl-weekly Fixed 
Biweekly Fixed 
BI-weekly Fixed 
Biweekly Fixed 
Bf-weekly Fixed 
BI-weekly ff xed 
Bi-weekly Fixed 

Bi-weekly Rxed 

BI-w&?kly FIX& 

3 
53 
3 
52 

3 
4% 

3 
48 

3 
48 

3 
4 

49 
3 

49 
3 

49 
3 

49 
3 

50 
3 

51 
3 

252 
340 
48 

254 
341 
45 
257 
340 
45 

257 
345 

45 
264 
350 
46 

266 
350 
45 

z s 3  
358 
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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. 1 
Tab2of6 

BRC Description Ledger bate Emp.Type Emp.Status Actual 
200607 Nan-Exemd Biweekly Fixed 48 

R01908 - PTN STATION 

200608 Bargainlng' 
200608 Exempt Regular 
200608 Non-Exempt 
200609 Bargainlng 
200609 Exempt Regular 
200609 Non-Exempt 
200610 Ekugaining 
200610 Exempt Regular 
200610 Non-Exempl 
20061 I Bargafning 
200611 Exempt Regular 
20061 1 Nw-Exempt 
200612 Bargaining 
200612 Exempt Regular 
200612 Non-Exempt 

200601 &gaining 
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 Bargalning 
200604 Bargaining 
200604 Exempt Regular 
200804 Non-Exempt 
200605 Bargainlng 
200605 Bargaining 
200605 Exempt Rcgular 
200603 Non-Exempt 
200606 Balgelnlng 
200606 8argaining 
200608 Exempt Regular 
200606 Non-Exempt 
200607 Bargaining 
200807 Bargaining 
200607 Exempt Regular 
200607 Non-Exempt 
200608 Bargefning 

200601 6aQ8hhg 

Bi-weekly Fixed 
Bi-waekly Fixed 
Bi-weekly Flxed 
Bi-weekly axed 
BI-wq!kly Fixed 
Bi-weekly Fixed 
Bi-weakly Fixed 
Biwaekly Flxed 
Bi-weekly Fixed 
8l-wekly Fixed 
Bi-weekly Rxed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Flxed 
Bl-weekly Fixed 
Bi-weekly Fixed 
Dally Variable 
Bi-Weekly Vied 
Bi-weekly Fixed 
Bi-weekly Fixed 
Daiv Variable 
BI-Weekly Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Paily Variabte 
BI-weekly Flxed 
Bi-weekiy Flxcd 
6iweekly Tied 
oany Variable 
Bf-weekly Flxed 
Bi-weekly Fixed 
BI-weekly Fixed 
Daily Variable 
61-weekly Fixed 
Bi-weekly Fixed 
B1-weekly Fixed 
Daily Variable 
Bl-weeWy Fixed 
%weekly Flxed 
Bi-weeMy Fixed 
Daily Variable 
Bbweekly Fixed 
51-weekly Fixed 
Bl-weekly Fixed 

265 
363 
46 

264 
363 
44 
262 
372 
45.5 
284 

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 
40 
31 0 
0 

355.5 
48 
31 2 
0 

357.5 
47 
313 
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2006 Actual 
Florida Power & Light Company 
Docket No. 080677-El 
SFHHA's Tenth Set of Interragatortes 
QuesNorr No. 291 
AttachrnentNo. 1 , 

Tab2of6 I 

s - 3  

BRC Description Ledger Date Emp.Type Emp.Sltua Actual 
200608 Bargaining Daily Variable 0 
200608 Exempt Rqular 
200608 Non-Exempt 
200609 Bargaining 
200609 Bargaining 
200609 Exempt Regular 
200609 NorrEwetnpt 
200610 Bargaining 
200810 Bargalning 
200610 Exempt Regular 
200610 Non-Exempt 
20061 1 Bargaining 
200611 Bargaining 
20061 1 Exempt Regular 
20061 1 Nonbternpt 
200612 Bargaining 
200612 Bargalnhg 
200612 Exempt Regular 
2006 12 Non-Exempt 
200601 Exempt Regular 
200601 Non-Exempt 
200602 Exempt Regular 
200602 Nan-Exempt 
200603 Exempt Regular 
200603 Nun-Exempt 
200804 Exempt Regular 
200604 NowExernpt 
200605 Exempt Regular 
200605 Non-Exempt 
200606 Exempt Regular 
200606 Nan-Exempt 
200607 Exempt Regular 
200607 Non-Exempt 
200668 Exempt Regular 
200608 Non-Exempt 
200609 Exempt Regular 
200609 Non-Exempt 
200610 Exehpt Regular 
200610 Non-Exempt 
20061 1 Exempt Regular 
20061 1 Non-Exempt 
200812 Exempt Regular 
200612 Non-Exempt 
200601 Exempt Regular 
200601 NokExempt 

R31600 - NUCLEAR OPERNS SUPPT 

R64525 - VP TECH SERVICES 

Bi-weekly Fixed 
81-weekly Fixed 
BI-weeMy Fixed 
Datty Veriable 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bi.weaWy Fixed 
Dally Variable 
Bi-weekly FIX& 
Biureekly Fixed 
Biweekly Fixed 
Dally Variable 
BI-weekly Flxed 
Bi-weekly Flxed 
Bi-weekly Fked 
Daily Variable 
Bi-weekly Flxed 
BGweeWy Fixed 
Bl-mekly Fixed 
Bi-weekly Fixed 
81-weeldy Flxed 
E\-weekly Fixed 
Bi-weeMy Fixed 
Bl-weekly Fixed 
Biweekly Fixed 
Skweakly Eked 
El-weekly Fked 
Bi-weekly Fked 
El-weakly Fixed 
81-ureekly Fbred 
BkweKly Fixed 
Bi-weekly Fixed 
61-weekly Fixed 
Biweekly Fixed 
Bi-rrveeWy Flxed 
Si-weekly Flxed 
Biweekly Fixed 
Bi-weekly Fixed 
BEweekly Fixed 
BI-wekty Rxed 
Bi-weakly Fwad 
Biweekly Fixed 
Bi-weekly Fixed 
Btweeldy Fixed 

348.5 
48 I 

31 3 
0 

361.5 
47 
309 
0 

360.5 
50 
305 

0 
368.5 

53 
300 

0 
360.5 

60 
20 
I 

20 
1 

$9 
1 

18 
3 

17 
1 

16 
1 

17 
1 

16 
1 

1 .  
18 
1 

18 
1 

18 
2 

100 
10 

17 ': 

. .  
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2006 Actuat 
Florida Power & Light Company 
Docket No. 080677-El 
SFMHA’s Tenth Set of lntermgatorles 
Question No. 291 
AitechmentNo. 1 
Tab 2 of 6 

BRC, Description Ledger Dah Emp.Type 
200602 Exempt Regular 
200602 Nan-Exempt 
200603 Exempt Regular 
200603 Non-Exempt 
200604 Exempt Regular 
200604 Non-Exempl 
200805 Exempt Regular 
200805 Non-Exempt 
200606 Exempt R8gUlEr 
209806 NokExempt 
200607 Exempt Regular 
200607 Non-Exempt 
200608 Exempt Regular 
200608 Non-Exempt 
200609 Exempt Reguiar 
200609 Non-Exempt 
200610 Exempt Regular 
200610 Nan-Exempt 
20081 1 Exempt Regular 
20061 1 Non-Exempt 
200612 Exempt Regular 
200612 Non.E;xempt 
200601 Exempt Regular 
200601 Non-Exempt 
200602 Exempt Regular 
200602 Non-Exempt 
200603 Exempt Regular 
200603 Non-Exempt 
200604 Exempt RegUkf 
200604 Non-Exempt 
200606 Exempt Regular 
2006606 Non-Exempt 
200806 Exempt Regular 
200606 Non-Exempt 
20060Y Exempt Regular 
200607 Non-Exempt 
200608 Exempt Regular 
200608 Non-Exempt 
200609 Exempt Regular 
200609 Non-Exempt 
200610 Exempt Regular 
2006111 Nan-Exempt 
20061 1 Exempt Regular 

200612 Exempt Regular 

R64725 - VP PLANT SUPPORT 

20061 1 NM-Ehmpt 

Emp.Staturs Actual 
81-wecMy ffxed 
8iweeWy Fixed 
BkweeMy Fixed 
BheeMy Fixed 
BI-weekly Fixed 
BLweekly Fixed 
8i-weekly Rxed 
BCwekly Fixed 
BiiweeMy Fixed 
81-weekly Flxed 
6i-weekly Tied 
Bi-weddy Fued 
Bl-wec)cly Fixed 
Bbweekly Fixed 
pi-wekiy Nxed 
@-weekly Fixed 
Bi-weekty Flxed 
B l - w k l y  F [xed 
Bbweekly Flxed 
Bi-weekly Fixed 
Bi*mkly Fixed 
Si-wkly Fixed 
Bi-Wekly Fixed 
Bi-weeWy Fixed 
Bi-weekly Fixed 
Bi-weekly Fixed 
Bl-weekly Rxed 
Bl-weekly Fixed 
Bi-weeWy Fixed 
Ei-weekly Fied 
Bi-weekly Fixed 
Bimekty Fixed 
Bt~wesWy Fixed 

BLwecWy Fked 
Bi-weekly Fixed 
Bi-weekly Fixed 
SCwetMy Fixed 
Bi-weeMy Fied 
B h e W y  Fixed 
Bl-weekly Fixed 

Biweekly Flxed 
Bi-weekly Fixed 
Bi-weekly Fixed 

Bl-W&kly Fixed 

BI-WSeWy Fixed 

c_ 

95 
10 

104 
10 
I06 
10 

106 
10 

105 
10 
106 

9 
107 

9 
108 

8 
106 

8 
106 

8 
$04 

27 
3 

27 
3 

27 
3 

26 
3 

27 
3 

30 
3 

28 
3 

29 
3 

28 
3 

28 
3 
28 
3 

a 

28 
- . 
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I 2006 Actual 
Floiida Powk & Ught Company 
Docket No. 0$0077-€1 
SFHHA's Tenth Set of Interrogatories 
Questlan No$@1 
Attachment No. 1 
Tab2of6 . 

BRC Description Ledger Date Emp.Type Emp.StatUs 
200612 Non-Exempt BI-weekly Fixed 

R65200 - VP SAFETY ASSURANCE 200601 Exempt Regular Bl-weekly Flxed 
200601 Non-Exempt Bi-weekly Fixed 
200602 Exempt Regular Bi-weekly Fixed 
200602 Nan-mempt Bi-weekly Fixed 
200603 Exempt Regular BbweekJy Fixed 
200603 Non-Exempt Bi-weeMy Fixed 
200604 Exempt Regular Bi-weekly Fixed 
200604 Non-Exempt . BI-weekly Fixed 
200605 Exempt Regular BlureeMy Fixed 
2006iO5 NonExempt Bi-weWy Fixed 
200606 Ejrempt Regular Bl-weekly Flxed 
200606 Non-Exempt Bi-weekly Fixed 
PWBW Exempt Executive Hi-weekly Fixed 
200607 Exempt Regular Bi-weekly Fixed 
200607 Non-Exempt Bi-weekly Flxed 
200608 Exempt Executlve Ei-weakly Fixed 
200608 Exempt Regular €31-weekly Fixed 
200608 Non-Exempt Bibweekly Axed 
200609 Exempt Executive Bl-weekly Fixed 
200009 f h m p l  Regular Bbweekly Fixed 
200808 Non-Exempt BI-wsekly Fixed 
200610 Exempt Executive BLwekly Fixed 
200610 Exempt Regular Bi-weekly Fixed 
200610 Non-&Wpt Bi-weekiy Flxed 
20061 I Exempt Executive Bdwsekly Flxed 
20061 1 Exempt Regular BI-weekty Fixed 
20081 1 Non-Exempt BI-weekly Rxed 
200612 Exempt Executive Bl-weekly fixed 
200612 Exempt Regular Bl-weekly Fixed 

1689.5 200612 Non-Exempt %weekly Fixed 

Actual - 
3 
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 



I 

I 



f 
I 

I 

I 

E 
8 
m 

0 
4 



Docket No. 080677-El 
FPL Rap.  to SFHHA Int. No. 291 
Exhibit ,(LK-13), Page io of 24 



. ,. 

I-. w 

Docket No. 080677-El 
FPL Resp. to SFHHA Ink. No. 2 9 7  
ExhibIt --(LK.13), Page 11 of 24 



.- . Docket NO. 080677-El __ 
FPL Resp. to SFHHA Int. No. 281 
Exhiblt JLK-131, Page 12 of 24 



- " "  . .. 

Docket NO. 080677-fl 
FpL ReSp. to SFHHA Int. No. 291 
Exhlblt ,(LK-13). Page 13 of 24 

- .  . 



-- - _  - -. 
Docket NO. 080677-€1 
FPL Resp. to SFHHA Int. No. 291 
Exhibit JLK-13). Page 14 of 24 

a a 
t 



Docket NO. 080677-El 
FPL Resp. to SFHHA Int. No. 291 
Exhlbk.-(LK-13), Page 15 of 24 



-- - 
Docket No. 080677-El 
FPL Resp. to SFHHA fnt. No. 291 
Exhibit -(LK-13), Page 16 of 24 



. .  - -  . 
Docket No. 08067%El 
FPL ~ e s p .  to SFHHA Int. No. ZQl 
Exhibit -(tK-13), Page 17 of 24 

15 a 



I.- - Docket No. 080677-El .- 

FPL Reap. to SFHHA Int. No. 291 
Exhibit JLK-131, Page 20 o! 24 

.- 

i 



. - _ _ .  

Docket No. 0806n-~1 
RwP. SFHHA Int. No. 291 

Exhibit _(u<-13h Page 21 Of 24 

t: 
8 
2 
TI 
C 

I- e! 
b. 

d 



.. - -- .- - 
Docket No. 080677-El 
FPL Resp. to SFHHA Ira No. 291 
Exhlblt -(LK-13), Page 22 Of 24 

----- .---- - -- - -- 
"~ 

I 

--.-- 



Docket No. 080677-€I 
FPL Resp. to SFHHA Int. No. 291 
Exhlblt-(lK-13), Pam23 0124 

.... 

1 
8 



i '  

I 

I 

I 

i 
f : 
i 

I 1 

i 





Exhibit-( LK-14) 
Page 1 of 1 

FLORIDA POWER AND LlGFfF 
SFHHA ADJUSTMENTS TO EUMINATE NUCLEAR STAFF INCREASES 

TEST YEAR ENDiNG DECEMfjER 31,2010 
($ MILLIONS) 

Source: Response to SFHHA Interrogatory No. 240 

Per the response, FPL Included $18.5 million in the test year for additional nuclear 
stafflng related to O&M, The adjustment below includes a separate computation of 
payroll taxes and fringe bendts based on the analysis performed to compute the 
productivity reduction. 

OBM Nuclear Staffing Increases by 2010 

O M  
Amount 

ia.500 

O&M Nuclear Staffing Increase Payroll Tax 2010 1,194 

2.158 O&M Nuclear Staffing Incease fr. Benef& 

Total Nuclear Staffing Increase 21;852 - 





FlarMa Power & Ught Company 
Dohke! No. 080677-El 
SFHWQ ~ i f t h  set nf Inisrragatories 
Interrogatory No. 237 
Pags 1 of 7 

r 

. .- I ,  

Q. 
Regardiug Testimony of li’FL Witness J. A. Stall 

Regardhg page 31:5-11. Please $ecifically identify and describe FPL’s efforts through 
litigation to seek kcovery of past and future damages related to the US Government’s failarc to 
dispose.of FPL’s spent fiel, the current status of such litigation, and FPL’s plan for accounting 
for any .recoveries FPL makes in such litigation in terms of flowing recoveries back to 
ratepayeis. 

A. 
In 1998, FPL filed a lawsuit sgajnst the W.S. Government seeking damages caused by the U.S 
Department of Energy’s (DOE) failure to dispose of spent nuclear %el (SNF) from FPCs 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 
settlemenr, FPL wiH receive kom the Government a cash payment of $77.1 million, representing 
damages hcurred relattd to M E ’ S  SNF default through December 31, 2007. The settlement 
also formalizes an annuat claim PFOC~SS hat will enable FPL to submit and receive payment 
from the Government for annual SNF expwtditcues related to DOE’S default. This process will 
enable F’PL to recover its expenses relating to the long-tpnn storage of SNF at FFL’s nuclear 
power plants without the need for additional litigation. 

The SNF settlemenl represents reimbursement for incremental costs incurred by FPL because 
DOE fiiled to meet its obligations in a timely manner. As these incremental costs were incuned 
by FPL they were charged either to base O&M or capitalized, resulting in an increase in capital 
struchue and lowering the base ROE realized. The SNF settlement was subsequently recorded 
as a reduction to pia, C W ,  and O&M and rcvcrsal of previously incurred depreciation 
expense. Customers will receive #e benefits associated with the SNF settlement through future 
rates. These reductions were forecastcd in 2009 as achieved so current plant and depreciation 
expense reflects WL’s estimate ofthose settlement dollars received. Therefore. the 2010 plant 
balances used to calculate test yeat results reflect this estimated reduction and customers will 
receive the benefits associated with t h e p J F  settlement througb ftrture rates. Reductions in 
p s p t i v e  costs should likewise vccur as DOE reimburses PPL for SNP casts incurred in 2009 
and beyond, These refunds were not forecasted in the Test Year and Subsequent Year revenue 
requirements, 

I 

1 

----------- .I-- 

.- 





Docket No. 0806n-EI 
FPL Resp. to SITHHA tnt No. 720 
Exhibit JLK-16). Page 1 of 1 

Florida Power & Light Company 

SFHHA's Second Set of Irttenogatotfes 
tntsnagatory No, 420 
Page 7 off  

Docket No. OEOB77.El 

Q- 
Interrogatories Directed to Ms. Kim Ousdahl: 

Regarding Schedute C-4 1. Please state the capital costs and O&M expenses associated with 
smart meters up through and inchding meters that will be installed in 2010. 

A. 
"he O&M and Capital expertditures related to Advanced Metering inhsiruchue (ANI) ace: 

(SvfiUions) 
t 2006 I . 2007 L 2008 I 2009 I , 2020 

OSLM I $0.98 $0.85 t $1 39 $2.61 $7.40. 
I 

I 

capital 1 $2,64 1 $1.15 $7.07 $43.68 ' 1 S168.54 

Pfease note that Capital expenditures are not included in Scheduie C-41. 

i 

---------- - - -.--- ------ 
-------^--~_- - d--. 





Docket No. Q80677-EI 
FPL Resp. to SFHHA in;. No 28 
Exhlbit -(LK-17), Pam 1 Of 1 

Net O&M (Thousands) ! 
t I 1 

%2,lbS 66.465 $4,210 $(18,943) 
$(6,321) 

Florida Power 8 Light Company 

SFHHA's Tenth Set of lntenogatolres 
Interrogatory No. 289 
Page 1 of 1 

DockM No. 080677-EI 

Q. 
Please provide a deployment t h e h e  for the AM program along with annirtl projections af 
costs and savings separated into capital and expense, including all supporthg assumptions, data, 
computations, workpapas and eicdmnk spreadsheets with formulas intact. 

1 
asna12p14 ~~~ m "ab!# 

Capital (rnilllons) $43.7 1 $168.5 $158.7 1. $151.5 $122.5 $&45.0 
I I I I I 
t I I I 1 1 1 2ODQ I m 1 2 8 3 _ 1 2 1 2 3 2 1 2 ! 2 L 1  I 3 

O&M (Thousands) 1 $2,274 I W,8e;l $8,WO J $11,882 $10,458 1 '  
SaMngs (Thousands) 1 $(187) I $(418) I $(4,700) ~$(18,203)\$(30,40?)1 





Docket NO, 080677-El 
FPL Resp. to SFHHA Int. NO. 280 
Exhibit -ILK-lS), Page 1 of 4 

I Fldda Power 8 Ught Company 
Docket No. 080677-EI 
SfHfiA's Tenth Set of htmugltorles 
Inkmatory No. 290 
Page 1 Of 1 

Q- 
Please provide a schedule showing the amounts included in each rate base component and each 
operating ekpnse for the AMI pmgam in each month for the prior yea, the test year and in the 
subsequent year. 

A. 
See Attachment No. 1. 



f9 

0 
c 





. .  .. i 





Docket No. 080677-El 
FPL Resp/ to SFHHA hi. No. 263 
Exhibll -(LK-19), Page 1 of 1 

Florlda Power & Light Company 
Docket NO. 08067t.EI 
SFHHA’s Tenth Set of Interrogatories 
lntermgatory No. 283 
Page 1 of I 

Q. 
Regarding Schedule C-8 for the 2010 test year, page 1:26 and page 3:21-24. Please provide a 
more defailed 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-scalk deployment” of the AMI rather tban a reduction in 
qeter reading expenses. 

A, 
The $4.8 million increase in 2010 i s  driven by cost associated with &e first full year of ANI 
deployment and includes expenses related to repair and repiace unsde meter conditions 
encountered during deployment and installation, customer marketing and mail-outs to educate 
the customers on the bene& of AMI, and severance. In addition, it includes expense assodated 
vjith the operations of thc project such as software maintenance and hosting fees for AM 
communication vendor, network and field support, communication lines, and materials & 
supplies. The $0.5 million increase in 2010 associated with meter reading expense is net of S0.4 
million in savings related to the AMI project. 





Dodtet No. 080677-Et 
FPL Resp. to GFXHA Int. No. 243 
Exhlblt ,(LK-ZO), Page 1 of f 

Florida Powrd Llght Company 

SFHHA'r Flflh Set Of Interrogatories 
interrogatory No. 243 
Page f of 1 

DoCkd,NO. 080677-El 

QQ 
Regarding Tesfimoay of FPL Witness Marlene M. Santos 

Regerding pages 29:1-41:X8. Please provide a date for when FPL anticipates it will have 
completed implemmtat!on of all smart meters, the ultimate number of customers FPL anticipates 
to provide with smart meters, describe the projected total cost of installig 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 though 2013. This 
deployment wiU repIact approximately 4.3 million meters. The A M I  meter will also be deployed 
to all new residentis! and smalllmedium service accounts as the customer population grows. The 
total cost of the project includes the integrated meter and in&Ilation, network field 
infrastructure and instaltation, sohare integration, software liwn-se 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 approximately 
$645M and $34M, rsspectiveIy. 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. 

, I  

---------.- 





UOCKBt NO. OS&/ I - t f  
FPL R W ~ .  to SFHHA IM. NO. 287 
E x h i t  ,(LX-21), Page 1 of 1 

Florid8 Power &Light COmpaV 
Docket No. 080677.EI 
SFHHA's Tenth Set of lntenogatories 
Intmogatory No. 287 
Page -l of 1 

Q- 
Please provide a deployment timelime for the new CIS along wieh anuual projections of costs and 
savings separated into capital and expense, including ail supporting assumptions, data, 
computations, workpapers and ctectronic spreadsheets with formulas intact. 

A. 
The preliminary project assessment phase for CIS 111 will begin at the start of 2010. As a result, 
only B high-level timeline can be provided herein. Current plaas are as follows: 

- Project Assessment (including Busiriess Case generation): planned completion - Feb 2010; 
-Project Preparation: planned cornphion - June 2010; - Business BluePrint: planned completion - Feb 201 1; 
- Realization: planned completion - Jan 201 2; - Final Prepamtion: completion - April 2012; - Cutover C Go-Live: campletion - June 2012, 

Arinual projected CIS HI project msts: 

- 2010 O&M: %7,250,000; 

- 2012.0&M: $19,000,000; 
- 201 1 O&M $S,000,00Q; 

- 20 10 Capital: $12,000,000; 
- 201 1 Capital: $76,000,000; 
- 2012 Capital: $41,000,000. 





Docket No. 080877-E\ 
FPL R6sp. to SFHHA Int NO. 28E 
EXhlbil -/LK-22), Page 1 of 4 

Florida Powm b Light Company 
Oocket No, 080677-EI 
SFHHA's Tenth Set of Interrogatories 
lnterrogatory 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 tbe 
subsequent year, 

A. 
See Attachment No. 1. 
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Docket No. 080677-EI 
FPL Resp. to SFHHA Int. No. 284 
Exhlbit -(LK-23), Page 1 of 1 

Florida Power & Light Company 

5FHNA’a Tenth Set of Interrogatories 
Interrogatory NO. 284 
Page ‘I of 1 

D ~ k d  NO. 0606V-El 

Q. 
Regarding Schedule C-8 for the 2010 test year, page 1:28 and page 3:26-32, Please provide B 
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 (TIS’’) rather than capitalizsstion of the 
amour& to a plant account. 

A. 
Projected increase in spending in 2010 can be mainly attributed to cost associated with the CZSU 
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) 984: 
Accounting for tbc Costs of Computer Software) include: I )  Preparation of detailed project 
plan; 2) Review of scope and preliminary project requirements; 3) Approval of &ping Study 
documentation; and 4) Start preparing for data conversion. 





FLORIDA POWER AND LIGHT 
SFHHA ADJUSTMENTS TO REFLECT OEFERRAL OF CIS O&M EXPENSE 

TEST YEAR ENDING DECEMBER 31,2010 
($ UIIUIONS) 

Source: SFHHA interrogatories 287 and 288 

CIS Reflected as O&M In'Test Year 

Grossed Up for Bad Debt Ex6snse and Regulatory Assessment Fee 

C!S Reflected as O&M in Test Year Grossed Up 

Increase to Rate Base 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 CapltaiizationlDefenal. 

Docket NO. 080677-Et 
Adj. - Deferral of CIS O&M 
E~pExhilt ,-(LK-24), Page i of I 

Exhibit-(LK-24) 
Page I of 1 

7.250 

100.33% 

7.274 - 
7.250 

3.625 

11.80% 

0.428 - 
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Docket NO. 08067743 

Capitel ExpndKum Reuuctlons 
Exhibit -(LK-25). Page i of 1 

FLORIDA POWER AND UGHT 1 

SFWHA CAPITAL EXPENDITURE REDUCTIONS 
TEST YEAR ENDING DECEMBER 31,2010 

(s MILUONS) 

Source: Response to SFHHA Inter 279 and Depreciation Study Exhlblt CRC-1 Page 49 of 720 

January-09 
February-09 
March-09 
April-OB 

Total First Four Months 

Percentage Reduction First Four Months 

Total Annual Budget for 2008 

Total Annual Capltal Reduction for 2009 
, Average Capital Reduction for 201 0 

Total Test Year Capital Reduction 

Jurisdictlanal Allocation for Gross Plant - Schedule %-I 

Jurisdlctlonal Test Year Capitai Reduction 

2009 
Budget 

235’ 
200 
237 
225 

897 

2000 
(529) 

(52% 

2009 
ACtUai ReducUon 

167 . (68) 
I 27 (731 
242 5 
191 (34) 

b 727 4 a 
-1 9.0% 

2,790 

2010 Total 

0.988940 _c_ 0.988940 - (523), (261) a 

FPL Flled Grossed Up Rate of Return 11.80% 1 I .80% 

Revenue Requirement Effect of Capital Expenditure Reduction-Gross Plant c 81.719) 

Composite Depreciation Rate - Based on FPL Remaining Life Method 

Reduction in Depreciation Expense - Total Company 

3.39% 3.39% 

li.rp. (j7;9331 (8.950), (268832 

Jurisdictional Allocation for Gross Plant - Schedule C-? O.DBD615 0,990815 0.990615 

. JurisdlctiDn8l Reduction In Depreclafion Expense _ _ _  (27.765) , ( 8 . s  (28.630) 
” >  * .  

Annual Accumulated Depreciation Reduction 17.765 8.866 
Erne Perlad To Apply Reduction ‘I .5 Yeare .5 Years 
Accumulated Depreciation Reduction - Increase to Rate Base 26.647 4.433 31.080 

FPL Filed Grossed Up Rate of Return 11.80% 11.80% 

0.523 Revenue Requirement Effec! of Accumulated Deprecla!lon Reduction 3.145 3.868 





Docket No. 080677-El 
Depreciatlon Study 
Exhibit -(LK-26), Page 1 of t 

Docket No, 080677-El 
Depreciation Study 

Exhibit CRC-I, Page 53 Of720 
Florida Power & Lrght Company 

Tablo 6, Cornparkon of Thoornlid RWtNO Pad Booh Reacm basdon Hint In SstviCe Of bCbmbW3$, 2009 
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Docket No. 08087?-EI 
Amort. af Deprec. Reserve Surpiw 
Exhibit ,(LK 27), Page 1 of 1 

FLORIDA POWER AND LIGHT 
SFHHA AMORT.mTION OF DEPRECIATION RESERVE SURPLUS 

TESTYEAR ENDING DECEMBER 31,2010 
($ MILLIONS) 

Source: Depreciation Study Exhibit CRC-1 Page 53 of 720 

Depreciation Reserve Surplus at January I, 2010 

Amorthtion Perlod Recommended by SFHHA 

Annual Depreciation Expense Reduction 

Jurisdictional Allowation for Depreciation - Schedule C-I 

Jurisdictional Depreciation ReducUon 

Annual Accumulated Depreciation Reduction 
Time Period To Apply Reduction 
Accumulated Deprectation Reduction - Increase to Rate Base 

FPL Filed Grassed Up Rate of Return 

. , ,. 

1,245.360 

5 Years 

-(249.0722 

0,99D615 

(246.7352 

Revenue Requirement Effect of Accumulated Depreciatlon Reduction 

Total Revenue Requirement Effect of Amortization of Oepr Reserve Surplus 

246.735 
.5 Years 
123.367 

14.1359 - 
(232:176k 
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Docket No. 080677-E1 
FPCs 2008 F E W  Form No. 1 
Exhibit JLK-ZG), Page 1 of2 

- 
Item 1; An Initial (Original) OR Resubmission No. - 

- Submission 

FERC FINANCIAL REPORT 
FERC FORM No. 1: Annual Report of 

Major Electric Utifities, Licensees 
and Others and Supplemental 

Form 3-Q: Quarterly Financial Report 

These reports am mandatory under uls Fsdecel Power Act, Sectbm 3,4(a). 304 and 309, wd 
18 CFR 141.1 wid 14k400. Falluro lo report msy res& in w k n i  fines, uvfl pemltities and 
otnttr 8anctiMIs 88 emvtded by law. The Federal Energy Reguletoty Commisslon does not ---3 - cmsMer lhsst reports to bo PI GonRdenUal nelure 

Form 1 Approved 
OMB No. 1902-0021 
(Expires 212912009) 
Form 1-F Approved 

(Expires 2/28/2009) 
Form 3-Q Approved 

(Expires 2/26/2009} 

OMQ NO. 1902-0029 

OM6 NO. 1902-0205 

r matt Legal Name of Respondent (Company) YearlForiod of Report I 
FERC FORM N0.fl3-Q {REV. 02-04) 



Docket No. 080677-Et 
FPL's 2008 FERC Form No. 1 
Exhibit -(LK-29), Page 2 of 2 

FIorkl8 POWW 8. tighl COKIpBflY I 1  End of 2OW44 
"W0~8~Y~~csesS2 FERC PDF (unoffic Date w. tla, of Repori Yr) -r- YearlPerlod of Reporl ' 

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large PtaanlsjpmUnved) 
1. Report dela for plan! In Servfce only. 2. Large planb are steam plsnls WRh Installed capadly (name plale ratln~)oI25,000 Kw or more. Report in 
this pege gas-Iurbine and inlernal combustion plants of 10.000 Kw or mMe. and nuclear plants. 3. Indica@ br/ a footnote any plant ieaoed or operated 
as a Joint facllity 
more lhan one planl, report on llne 11 the approximate average number 01 employma asslgnaMe fo each plant. 8 If ges is used end purchased on a 
therm bask report Ihe Rtu conlenl or the gas and the qu8nUly of lue! burned converted la McL 7. Quanilties of fUd  burned (Una 38) end average cost 
per unit of fuel burned (Line 41) mus! be conslstenl Glh charges to expense accounls 501 and W7 (Une 42) as show on line 20. 8. If more lhan one 
fuelis burned in 0 plan! furnish only WB composlte heat rate for all fuels burned. 

4. If net peak demand for 60 mlllules I$ not avadable, gke data whCh is avaltable, specifying pedd.  5. If any employees attend 

--.. - . *  . 
l ine . . Ilem Plan1 Plant 
No Name: Pulnarn Name: Senfwd 

(a) (b) (8) ... 

.- Combbed Cycle! Combined Cycle 1 Kind of Plan! (Internal Comb, GEM Turb, Nudear 
2 T$po of Censlr (Convwltlona), Outdoor, Boller, EIC) FuU Ouldwr ' Convenlional 

- 
, 

3 Year Originally Constructed 1977 2002 
4 pear ~ a s t  uni~ was ~nslii(~ed I 4 978 
5 Tolal ln8hlkd Cap (Max Gen Name Plele Ratings-MW) 580.00 
8 WBI Peek Demand m Pbnl  - MW (60 mhules) 506 
7 Pbnt Hours Connected to Load 4268 
8 Ne! Conh.mus Plant Capbifi\y (Megawatls) b 
9 When No1 Limiled by Cvndenser Wstsr 498 

478 10 1 When Umlted by Condensor Water 

2003 
2378:OO 

2105 
8773 

0 
1907 
1788 

* 

11 \Averago Number af Employees 
12 /Net Genemtlon, Exdushre OI Phnt Use -KWh 
13 &SI ol Plank Land and Land Rights 
14 Structures and lmprovsmenta 

- 36 55 
11682'IWOO 1 C673778WO 

37083 2612675 m 

f 1635632 7307378 1 

1 175618382 15. Equlpmenl Cmts 

17 ' T O b l c O S i  18819lscn 

19 Production Expenses: Opsr, supv, & Enor ii4sa70 

16 1. Aseel Raticernent C a s  I 0 

18 cost per Kw Of Installed Capacity (line 1715) lnclodlng 324.4688 

650920220 
0 

727296676 

1 f85533 
305.8060 - 

I - 1228392461 80847591 9' 20 Fml 

22 Steam Expenses 0 0 
23 Sleam Fmm Wet Sources 0 0 

-~ 0 0 

26 1 Mlso Steam (or Nuclear) Power Expenses 844f3e 1838080 
27 f Renls 0 0 

21 Coolants End Water (Nuclear Plants Only) 01 O 1  

- _________ _ _  24 Sloam Traderred (Cr) - 25 Electdc Expenses a39435 11 (3514 
1 

281 Allowancoe 1 0 0 .. 
28 1 Meintenance SupwvislOn and Engineering 500366, 776444 
30 Ma(nlenanGu d SlNclurea 692560( 3 t a ~  
31 Mdnlenence d Boiler (or res&) Plan1 0 0 

34 Totel Production Expenses ?28i68989[ 8 t e . m ~ a  

32 Meinbnance d Electric Plant 1336920 5253737 
33 Maintenance of Mlsc Steam (w Nuclear) Plant 57450 362630 

35 I Expenses per Ne1 K W A  0.?007\ 0.0768 

37 1 Unil (ConMonslOJ~bstreUGes-mc(Mudear~l~~~l~) Barrels (Mct (Met 
- 36 /Fuel: Kind (Coal. Gas, On, or Nucloar) 011 /Gas /Gas 

3 9  1 % ~  Hoat cb-dB; ,nsdevnuc lea , )  138310 1031886 0 0 
38 1 Quantity (Units) or Fuel Burned BDO ' '11371846 0 176417286 _ c _ _ _ P  0 0 e .  

40 Avg Cost of FUel/UniI, 86 Debd t0.b. during year I 66.298 t o .7~1  0.000 116.580 0.000 Io.000 

42 Avorage C o s t  of Fuel Burned per Mllllon BTU 11.413 10.788 0,000 ~10.580 ~0.ooo lo.ow 
43 , Avveroge Cas1 of Fuel Bwned  per KWb Nat Q n  0.000 0.105 0.000 10.076 IOfIOO I 0.000 
44 1 4vemsr BflJ per KWh Net Genedon ' 0.000 110043.000 0.000 7388,000 ( 0 . m  Jo.oo0 

-- --- .--____ 
-. --__I 

-- 
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Docket No. 080677-El 
Depreciation Study 
EhibH -(LK-30), Page 1 of I 

:.- 
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Docket No. 080677781 
Depreciation Study 

Exhibit CRC-I , Page 132 of 720 





Docket No. 080677-El 
2008 Integrated Resource Plan 
Exhlblt -(LK-31), Page 1 of 3 

PACIFICORP 
Pacific Power I Rocky Mountain Power I PacifiCorp Energy 

May 28,2009 
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Mqjjor players team up far Florida SrnartMeter project 

"*....I. b ."" W"""' , L, 

4/2OlO9 Article on SmarlMeter Proj. 
Exhibit .-(LK-33), Page I of 2 

Page 1 of 2 

Maya Mmnny Dlaz amourred lhe plans, titled Energy 9 m  M. d a luerc 
mnferanw hosted by Miml Dads College. me llrst phade. 
mlbl hs(n(lallon~, wlU mcI an ecfhnaled SZOD mimn Also wnent d the we8 
mnlsrenm wen the CEO$ of the m8jor mrr.rihulwt Io the pmjacl indudin9 MI Hay of Ffollds 
Pw811 LigM [FPIL). Jchn Chemben d Cisco. Jel(s!yJmmeX or QE. and 9mtt Lmg oi Sllw 
3 p h 3  NCIwon8 

h W n l  IhB marl 

I 
%LENT Srnwt.fjcld.RFS) 
Encrm Ufklency for UHlltles 
Smqt Operations, Network E ; 
Meten 

! 
RBtprm- 
You can't have It, wthout a Smart 

' 

system. Reclatm MWs with ZDRPI : 
WZ1WlW.CWl 

H V  AdakChgk f 
a i m  ~ I p p ~ 8  wiW nmmkfig reohnulogy 

WW .WWxorn 

~, 

Plotinurn Sponsor 

i h.ttD:/l~.smartme'Eers.comlthe-news/S 1 1 -major-players- tearn-up-for- f l~n~-~~~te~-p~j  ect.html 7/9/2009 
- _... 



Major players team up for Florida SmartMeter project 

" .  

: ., 

' 1, ' 

. . _  

F- I 

(he sen5 nse a few fed. 

Clm WIN be prwldng v\e nctwwr lnfras!ructumfw !hB pmject. CEO Chambers sa@ thal 
mmlrlcr, around \he world are ncPgnlshg tho Imp- of h e a l i n g  h a hmerl grld. 

This In M instant taplay ofho In~mel: saM Chambers. 'Inmad or moving zerm and ones, 
we'ra moving Ptcdricily.' 

Floild8 P W N  & LlM 
P.O. BOX 025578 
MlanJ. FL 33102 
h H p ~ W f p 1 , o o m  

Cisco Systems. Inc 
170 West Tasman Of 
SM Job*. CA %it34 
Mlp:lhvw~.cisw.ccm 

Gcneral Eledric 
3115 fsaon Turnpike 
FaimelG. CT 06828 
h t l p : l W  g e m m  

Sllvar Sprin~ Nalnkrks 
575 Broadway Slmel 
RcdWOOd CRY, CA W 6 3  
hltp:llwww sthrenprtngndt.com 
".__.____.__._A -.-- .._" -- .----.--_IC- 
Y! ?g we!! Va"!E!9? ?Jc??m? *Ne* 
~7 .mu! !UJ'.$j ,a, 4.1' &, e' j$: 

- . , ,. , ... .-_..- -_-_ ... -.. , . .. . . . . . . . - - . 

- _.._.-- . - . . 
4/20/09 AriIcIe on SmartMeier 1 
Exhibit -(LK-33), Page 2 of 2 

rage L os L 

htto:llwww.smartmeters.com/tht-news/5 1 1 -major-players-team-up-for-f lo~d~-~~e~~p~ject .html 7/9/2009 
-. 

http://sthrenprtngndt.com
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Docket No. 080677-El 
Ad). for Economic Stimulus Bill 
Exhibll -.(LK-34), Page 1 of 1 

FLORIDA POWER AND LlGHT 
SFHHA ADJUSTMENT TO REFLECT EFFECTS OF ECONOMIC STIMULUS BILL 

TEST YEAR ENDING DECEMBER 31,2010 
($ MILLIONS) 

Source: Depreciation Study Exhibit CRC-1 Page 54 of 720 

Economic Stirnilus Expected for AMI Deploymeht 

Remaining Life Depr Rate Proposed by FPL Acct 370.1 (Meters-AMI) 

Annual Depreciation Expense Reduction 

Jurisdictional Aliocatlon for Depreciation - Schedule C-i 

Jurisdictional Depreciatlon Reduction 

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) 

7.97% 

(1.594k 

0.990615 

, ,(1.579) 

(20.000) 

1.579 
.5 Years 

0.790 

(19.210) 

11.80% 

p. (2.267) 

- (3.8461 





Docket NO. 080677-EI 
FPL Resp. to SFHHA Int. No. 27e 
Mibit -(LK-35), Page 1 of 3 . 

Florida Power B Llghf Company 
Docket No. 080677QI 
SFHHA’s Ninth Set of lntsmgataries 
fnterrogatory No. 279 
Page i or 9 

Q. 
Regarding Testimony of FPL Witness Barrett: 

Regarding. Exhibit REB-16. Please provide the 2009 budget capital expenditure infomation by 
month and provide the 2009 actual information by month for all months for which actual 
information is available. 

A. 
S e e  Attachment No”. 1. 



Plorida Power and Light Company 
Docket Na 0806774% 

SFHHA'sNinth Sct of Infcrrogatorfes 
Inferragatory No, 179 

Attachment NO. 1, P8gc 1 or2 

Regarding Testimony of FPL Witness Barrett: 

Regerdlng Exhibit RE€?-16. Please provlde the 2009 budget capita! expenditure 
information by month and provide the 2009 actual information by month for all months 
for which actual informallon is available. 

IL__- 

2009 Approved Capital Budget 
Excludes New England Olvlnion 
ISmJliona) 

Business Unlt JS @& &r & Jul &g &g & Q.Q! 

Power Genentlon s 2 2  5 2 4  S3-a  5 3 3  t 3 . 5  $ 3 4  $ 3 5  s 3 2  $ 4 1  $40 $ 3 7  $ 4 7  s 417 

Transmission 33 19 22 24 18 14 20 14 14 l a  22 7 225 
Nudear 53 34 64 35 63 34 34 46 30 33 63 42 533 

OFslributicn 30 31 39 52 32 31 25 31 26 24 22 22 345 
Customer Service 1 Q % 1 1 2  4 3 5 8 9 IO 46 
Engineering & Conshuction and 
Pmiect Uavebornent 81 74 53 BZ 105 9s 91 91 95 io2 80 a5 1.034 
othkr 
Total 

._ 

16 17 20 I 9  15 16 18 17 17 15 1.1 13 192 
$235 $200 $237 $225 $269 0226 $224 $234 8229 $241 5244 E228 52,790 

Actuals for 2009 Approved Capital Budget 
Exctudes New England Divklon 
($mlllkns) 

Buslnesa Unlt 2 s  wr I\sr 

Power Genetstion $ 14 f 24 $ 23 E 32 
Nudear 24 23 38 43 
Transmission 16 f3 35 20 
Distribution 32 28 35 30 
Customer Service 0 0 0 0  
baineerins & Constructjon and 
Project Qe&opment 67 26 95 50 
Other * 14 13 17 18 
Totat $167 $127 5242 $101 

Other for month of April excludes $83 mlmon aedlt for WE wttlemenr felawe to spsnt nudcgr fuel storage not induded in budget 



Docket No. 0806n .~ i  
FPL Resp. to SFHHA Int. No. a s  
Exhibit -AK-35), Page 3 of 3 

Morfds Power rnd Light Company 
Docket No. 080677-E1 

SlilIHA's Ninth Set of  Ioterrogalorlrr 
latcrrogatoty No. 279 

Atlachmcot Na I, Page2 or2 

2009 Approved Capital Bud 
Excludes New England Division Reference' 

Approved 
BUSinOBS Ortit &&& plfference camrnent 

Power Genemtlon s 41'7 r (0) " 

Nuclear 533 (0) 
Tr8nsmission 225 (0) 
Olstrlbolion 345 (0) 
Customer Service 54 (9) During year budget transfer 
Enpineering 8 Consbudon and 0 
Pmjeet Oevelopmsnt i ,025 9 Durlng yew budget transfer 
Other 191 1 Nek rounding differences 
Total s 2,790 0 (0) 

(SmllUonc) ExhIbit REE-16 
. 2009 

Aetuals for 2008 Approved 
Excludes New England Division 
WmlllIomrl 

Busfness Unit 

Powsr Generation 
Nuclear 
Transmlssian 
Distribution 
custom Service 
Engineering 8, ConstructJon and 
P.m)ect Dewloprnsnt 
Other* ; 
TOtpl 

Other for month of April exdudes 
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Dooket NO. 08067741 
FPL Resp. to SFHHA Int. No. 278 
Exhblt ,[LK-37), Page 1 of 1 

Florida Power & Liaht Company 
Docket No. OB0677.E) 
SFHHA'a Ninth Set of lnferrogatories 
lntemgatory No. 278 
Page 1 of 9 

Q* 
Regarding Schedule D-1A for the 2010 test year. Please pvide'the FM 48 net ADIT amowt, 
by temporary difference, included in each of the ADIT amounts for the Company total per 
books, specific adjustments, system adjusted and jurisdictionaI adjusted. If  these amCNnts 
cannot be prwided by temporary difference due to privilege concerns, then provide the not 
aggregate amount. Positive signs should indicate asset ADIT amounts and negative signs should 
indicate liability ADIT amounts. 

A" 
Far the 2010 test year, there was no forecast made applicable to changes in the temporary 
differences for which 8 FIN 48 uncertain tax positions had been recognized in prior periods. A s  
of the end of December 2008, the total Accumulated Deferred Tax Liabilities for which FIN 48 
liability was recogaiwl was $168,598,172. Since uncertain tax positions relate to Future 
potential liabilities, the deferred taxa associated with the temporary differences related to the 
FIN 48 liabilities were included in the accumulated deferred income taxes in the capital 
structure, 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 
qorthg. There were no FIN 48 uncertain tax positions related to any Accumulated Deferred 
TaJLASsa. 

. 





m k e t  NO. 0~luti71-ti 
FPL Amp. to SFHHA Int. No. 280 
Exhibit JLK-38), Page 1 of 1 

Florida Power & Light Gompany 
Docket No. 080677~EI 
SFHHA's Ni,nth Set of lntemgatories 
Interragatory NO. 280 
Page I of I 

Q- 
Regarding Testimony of FPL Witness Pimentel: 

Regarding page 13:14-20. Regarding the Company's credit hcility and available loan tern, 
please provide a more detajled 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, with 
the exception of $1 7M expiring in 2012. On  ME^ 28, 2009, the credit facility was revised to 
exclude the participation of Zehm Brothers. Currently the credit facility size is $2,4738. in 
addition, FPL has a $250M tern loan Facility expiring in May, 2011. There are currently no 
borrowings outstanding under cithcr facility 

The annual costs for the credit faoitity are $1,535,938. This includes an annual facility fee of 4.5 
h i s  points ($1,125,000) and m u d  amorthation 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 k i l i ty  the interest charged is dependent 
on FPt's credit ratings and priced as a spread over IL,XBOR, 
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BEFORE: THE 

FLORIDA PUBLIC SERVICE COMMISSION 

Re: Review of the Retail Rates of 
FIorida Power & Light Company 

) Docket No. 001 148-E1 
1 

DIREXT TESTIMONY OF LANE KOLLEN 

1 I. QUALIFICATIONS AND SUMMARY 

2 Q. Please state your name and business address. 

3 

4 A. 

5 

6 30075. 

7 

8 Q. 

9 

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

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

What is your occupation and by whom are you employed? 

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

11 Principal with the firm of Kennedy and Associates. 

12 

13 Q. Please describe your educafion and professional experience. 

14 
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1 A. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

X earned a Bachelor of Business Administration in Accounting degree from the 

University of Toledo. I also earned a Master of Business Administration degree Erorn 

the University of Toledo. J am a Certified Public Accountant, with a practice license, 

and a Certified Management Accountant. 

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

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

Kennedy and Associates, providing services to state government agencies and large 

consumers of utility services in the ratemaking, financial, tax, accounting, and 

management areas. From 1983 to 1986, I was a consultant with Energy Management 

Associates, providing services to investor and consumer owned utility companies. 

From 1978 to 1983, I was employed by The Toledo Edison Company in a series of 

positions encompassing accounting, tax, financial, and planning functions. 

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

issues before regulatory commissions and courts at the federal and state levels on more 

than one hundred occasions. li have developed and presented papers at various industry 

conferences on ratemaking, accounting, and tax issues. I have testified before the 

Florida Public Service Commission in Docket Nos. 870220-E1 (Florida Power Corp.), 

8800355-E1 (Florida Power & Light), 881602-EU and 890326-ETJ (City of 

Tallahassee), 8903 19-E1 (Florida Power & Light}, 91 0840-PU (Generic Proceeding Re 

SFAS 106), 910890-E1 (Florida Power Corp.), and 920324-EX (Tampa Electric 

WAS92424.1 



Lnne Kollen 
Page 3 

1 

2 

3 

4 Q* 

5 

6 A. 

7 

8 

9 Q- 

10 

I 1  A. 

12 

13 

14 

15 

16 

17 

18 

19 

20 Q. 

21 

22 A. 

23 

Company). My qualifications and regulatory appearances are M e r  detailed in my 

Exh.-(LK- 1)). 

On whose behalf are you testifying? 

I am testifying on behalf of the South Florida Hospital and Healthcare Association 

(“‘SFHHA”) 

What is the purpose of your testimony? 

The purpose of my testimony is to address several revenue requirement issues, 

including the revenue refund included by the Company in the test year relating to the 

effects of the Rate Agreement in prior years; the special depreciation allowed pursuant 

to the Commission’s Order in Docket 990067-EI; fbrther depreciation effects on the 

Company’s nuclear units of license renewals (life extensions) of 20 years; deferred 

pension debit included by the Company in working capita1; storm damage expense, 

reserve, and funding; projected growth in operation and maintenance expense; 

capitalization structure. I also discuss matters associated with FPL’s capital additions. 

Please summarize your testimony. 

I recommend that the Commission reduce the Company’s revenue requirement by at 

least $475 million based upon the following adjustments. 

WAS:92424.1 
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Remove the revenue refund due to the effects of the 1999 Rate 
Agreement. ($34.086 million reduction). 

Reduce depreciation expense to reflect Turkey Point 3 and 4 and St. 
Lucie 1 and 2 20-year service life extensions. ($77.485 million 
reduction). 

Amortize the special nuclear and fossiI depreciation allowed 
pursuant to 1999 Rate Agreement over three years. ($53.574 million 
reduction). 

Remove the deferred pension debit included by the Company in 
working capital. ($62.873 million reduction). 

Eliminate increase in storm damage expense. ($30.3 15 million 
reduction) 

Reflect rate of return based upon internal funding of storm damage 
reserve treated as rate base reduction. ($3 1.099 million reduction). 

Reduce projected growth in operation and maintenance expense, 
excluding the proposed increase in storm damage expense fiom 
9.2% to 4.6%. ($47.432 million reduction). 

Adjust overall return for accumulated deferred income tax efEects of 
rate base adjustments. ($34.140 million increase) 

Limit the common equity in the capitalization structure to 50%, 
quantified on a traditional basis. ($1 72.545 million reduction). 

WAS:92424.1 
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20 

21 

22 

23 

Q9 

A. 

Q. 

A. 

Q- 

A. 

11. REFUND DUE TO RATE AGFWEMlENT 

Please describe how the Company has reflected its projection of the refund in the 

2002 test year related to the 1999 Rate Agreement. 

The Company has reflected a $34.086 million projection of the refund for prior years 

pursuant to the 1999 Rate Agreement as a permanent adjustment (reduction) to 

existing and ongoing base rate tariff levels. 

Should the Commission make an adjustment to remove this refund amount from 

test year operating income? 

Yes. This refund amount does not reflect a permanent adjustment to existing and 

ongoing base rate tariff levels, Test year operating income should reflect the existing 

and ongoing base rate tariff leveIs without refunds related to prior periods. As such, 

the projected $34.086 million refund should be taken out of operating income on apro 

forma basis. 

Why is the refund not a permanent feature? 

The arrangement under the 1999 Rate Agreement expires in the spring of 2002. Thus 

the revenue-sharing threshold under which the r e h d  will arise will not apply to 

revenue levels once the 1999 Rate Agreement is no longer effective. 

WAS92424 1 
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4 

5 
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7 

8 
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10 

11 

12 

13 

14 

15 

I6 

17 

18 

19 

20 

111. DEPRECIATION AND AMORTUATION 

Depreciation on Turkey Point 3 & 4 and St. Lucie 1 & 2 

Q* 

A. 

Q- 

A. 

Q* 

A. 

What service life is reflected currently in the depreciation rates for the Turkey 

Point 3 and 4 and St. Lucie 1 and 2 nuclear units? 

The depreciation rates most recently authorized by the Commission for these nuclear 

units reflect service lives of 40 years, These service lives were based upon the 40-year 

terms of the initial NRC operating licenses for the units. 

Have there been recent changes in the expected service lives of the nuclear units? 

Yes. FPL has applied for 20 year operating license extensions for the two Turkey 

Point units and the two St. Lucie units. 

Has the NRC ever refused to extend the operating license for any nucIear unit to 

date? 

NO. 

WAs92424.1 
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5 A. 
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I 1  
12 
13 
14 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Why should the Commission reflect the additional 20-year service lives of the 

units for depreciation expense purposes in this proceeding? 

First, absent any reliable documentation to the contrary, the Company clearly plans to 

operate these nuclear units for as long as it is physically and economically possible to 

do so. In fact, the Company cited such economic benefits to ratepayers as the rationale 

for applying for license extensions on the Turkey Point units. The Company stated in 

its 2000 Annual Report to Shareholders the following: 

To enme that customers continue to receive the economic and 
environmental benefits provided by Turkey Point, FPL in 2000 
submitted an application to the Nuclear Regulatory Commission to 
extend the plant’s operating license an additional 20 years until 
2033. 

The Company has aIso prepared studies that demonstrate life extension is economic 

and will provide benefits to ratepayers. 

If the Company did not believe that extending the units’ lives through the license 

renewal process was physically possible and economically viable, based upon the facts 

currently known and knowable, then it would have been imprudent for it to incur the 

significant costs to extend the operating licenses. Thus, the best evidence of the 

service lives of these units is the Company’s current intent to continue to operate them 

for an additional 20 years beyond the initial license terms. 

25 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 Q. 

19 

20 A. 

21 

22 

23 

Second, the existing depreciation rates are excessive because they provide for rate 

recovery of the capital costs of the units over 40 year service lives rather than the 

expected 60-year service lives. The mismatch between service lives and recovery 

creates intergenerational inequities among ratepayers. The existing depreciation rates 

and the ratemaking process provide for current and future recovery of plant additions, 

including those that may be necessary to assure the continued operation of the plants 

throughout their initid 40 years service lives as well as the additional 20 years. 

Third, changing the depreciation rates will have a direct and immediate effect on the 

rates otherwise charged to ratepayers as the result of this proceeding. If the 

depreciation rates are changed subsequent to this proceeding, then the reduced expense 

will redound to the benefit of FPL’s parent company, FPL Group, unless and until base 

rates are again reset. If the Commission waits until the Company files another 

depreciation study, even assuming FPL reflects the service life extensions in that 

depreciation study, it is unlikely ratepayers will receive a direct and immediate rate 

reduction coinciding with the Commission’s adoption of new depreciation rates. 

Is there another reason to act on this issue in this rate case? 

Yes. Ifpower prices are deregulated and the electric industry in Florida is restructured 

without fixing this problem, FPL will experience a windfall - in essence, twenty years’ 

use of large generating units with effectively no capital investment left. This will 

distort competition and means that ratepayers wiIl have subsidized FPL mecessariiy. 
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1 

2 Q* 
3 

4 

5 

6 
7 A. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 Q. 

21 

Did the Georgia Pubiic Service Commission recently approve a reduction in the 

depreciation rates for Hatch 1 and 2 and Vogtle 1 and 2 based upon Georgia 

Power Company’s application to extend the operating licenses for the Hatch units 

and its intent to do so for the Vogtle units? 

Yes. In December 2001, that Commission approved significantly lower depreciation 

rates for the Hatch 1 and 2 nuclear units reflecting 20-year operating life extensions. 

The decision was based upon then pending Georgia Power Company applications 

before the NRC for 20-year license renewals, In January 2002, the NRC approved the 

applications for Hatch 1 and 2, thereby renewing their operating licenses for an 

additional 20 years. 

In addition, the Georgia Public Service Commission approved depreciation rates that 

reflected 10-year service life extensions for the Vogtle 1 and 2 nuclear units. That 

decision was based upon Georgia Power Company’s stated intent to apply for 20-year 

license renewals on those units as soon as possible in accordance with the NRC’s 

procedural schedule for such license renewals. 

Have you quantified the effect of extending the service lives by 20 years €or 

Turkey Point 3 and 4 and St. Lucie 1 and 2? 

22 
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A. Yes. The effect is to reduce the Company’s MFR revenue requirement by $77,485 

million. This quantification reflects a reduction in depreciation expense of $83 .OOO 

million and a related reduction in accumulated depreciation for the test year of $4 1 SO0 

million, but excluding the offsetting deferred tax effect reflected in the overall retun 

applied to rate base. 

Amortization of SDecial Deweciation 

Q. Please describe the special depreciation authorized by the Commission in 

conjunction with its approval of a Stipulation and Settlement in Docket No. 

990067-EL 

A. FPL was authorized to record up to an additional $100 million annually, over a three- 

year period, in special depreciation to reduce its nuclear and/or fossil production pIant 

in service. The Company has recorded $1 70.250 million in such special depreciation. 

Q. How bas the Company reflected the special depreciation in its filing in this 

proceeding? 

A. The Company has reflected this special depreciation as a reduction to rate base in this 

proceeding, but has reflected no amortization of this amount in operating income. 

Q. Should the Commission amortize the special depreciation amount to the benefit of 

ratepayers in this proceeding? 

WM92424.1 
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1 A. 

2 

3 

4 

5 

6 

7 

8 
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10 

11 

12 

13 

14 

15 

16 

17 Q. 

18 

19 

20 A. 

21 

22 

Yes. There is no valid reason for the Commission simply to perpetuate this temporary 

overrecovery only as a rate base reduction, and with no amortization, going forward. 

The Company was allowed to accumulate the special depreciation in lieu of rate 

reductions for excess earnings during the effective period of the 1999 Rate Agreement. 

The Company has reflected the fill amount of this special depreciation as a rate base 

reduction in its filing in this proceeding. As such, there is no dispute as to whether the 

special depreciation is attributable to, and thus belongs to, the ratepayers. However, 

the Company’s filing provides for no return of this overrecovery to ratepayers. 

The Commission ultimately will have to make a determination as to the disposition of 

this overrecovery, preferably in this docket. TJnless the Commission acts to amortize 

this amount, then the special depreciation will result in an accumulated depreciation 

reserve that exceeds the cost of the Company’s existing plant and projected 

dismantlement costs. Perhaps recognizing the inequities of a similar situation in a 

previous docket, the Commission authorized the amortization of another special 

depreciation amount over the remaining life of the underlying nuclear assets. 

What amortization period should the Cornmission utilize to return the special 

depreciation to ratepayers? 

A three-year amortization period would be appropriate. The special depreciation was 

recovered from ratepayers over the three-year term of the I999 Rate Agreement. It 

should be returned over a comparable period. In this manner, it is more likely that the 

WAS:92424.1 
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those ratepayers that paid the excess revenues for the special depreciation will be the 

beneficiaries of the return of those revenues. 

Have you quantified the effect on the revenue requirement of a three-year 

amortization of the special depreciation? 

Yes. A three-year amortization would reduce the revenue requirement by $53.574 

million. The amortization expense would be negative $56.750 million and rate base 

would increase by $28.375 million, assuming a uniform amortization throughout the 

lest year, and excluding the offsetting deferred tax effect reflected in the overall return 

applied to rate base. 

12 
13 

WAS:92424.1 



Lane KoZIen 
Page 13 

1 

2 Q* 
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5 A. 
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10 Q. 
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13 A. 

14 

15 

I6 

17 

18 

19 

20 
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22 

IV. DEFERRED PENSION DEBIT 

Please describe the deferred pension debit included by the Company in its cash. 

working capital computation. 

The Company has included a deferred pension debit in working capital. This asset 

represents the cumulative effect of the Company’s net pension income (negative 

pension expense) since 1994 as detailed in its response to SFf-IHA Interrogatory #42, 

which I have replicated as my Exh. (LK-2) .  

Should the deferred pension debit be included in cash working capital as a 

conceptual matter? 

No. The inclusion of this asset in rate base wouId require ratepayers to pay a carrying 

charge on an asset representing the cumulative effect of pension income amounts 

recognized and retained by FPL during the years 1994-200 1. The benefits of the 

pension income during those years was not provided to ratepayers in the form of rate 

reductions. Instead, the rates in effect during those years, but for the limited reductions 

due to the 1999 Rate Agreement, reflected the recovery from ratepayers of positive 

pension expense based upon the test year levels in Docket No. 830465-EL Thus, the 

elimination of the pension expense and the recognition of pension income were 

“savings” benefits retained by the Company’s shareholder, FPL Group. As such, any 

carrying costs on the deferred pension debit amount accumulated through 2001, 

WAS:92424.1 
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3 

4 Q* 

5 

6 

7 A. 

8 

9 

10 

11 Q. 

12 

13 

14 A. 

15 

16 

assuming there are any, should be attributed to FPL and its shareholder, and not to 

ratepayers. 

To the extent that pension income actually is flowed through to ratepayers, is it 

appropriate to reflect the related deferred pension debit in rate base? 

Yes. In the test year, the Company has reflected pension income in operating income. 

Thus, the average balance of the test year pension income should be reflected in rate 

base. 

Have you quantified the effect of removing the deferred pension debit from rate 

base? 

Yes. The removal of the deferred pension debit from rate base for the 1994-2001 

period results in a revenue requirement reduction of $62.873 million, excluding the 

offsetting deferred tax effect reflected in the overall return applied to rate base. 

17 
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16 A. 

17 

18 

19 

V. STORM DAMAGE EXPENSE, RESERVE, AND FUNDING 

Please describe the Company’s request for storm damage expense and funding 

treatment. 

The Company has requested an increase in storm damage expense fiorn the currently 

authorized level of $20.3 million to $50.3 million in conjunction with its request for an 

increase in the reserve level from $234 million to a target of $500 million. The 

Company has Eunded the storm damage reserve, which is managed by an FPL Group 

affiliate. As such, the large mount of reserve balance has not been utilized to reduce 

rate base in the Company’s filing, unlike the Company’s other reserve balances that are 

not funded and instead are utilized to reduce rate base. 

If the storm damage reserve balance is not utilized to reduce rate base, then how 

are ratepayers compensated for the use of their money? 

Unfortunately, the Company’s filing reflects no compensation to ratepayers for the use 

of their money. There not only is no rate base reduction, there also is no reduction in 

the requested $50.3 million annual expense to reflect earnings on the trust h n d  the 

Company has established. 

wAs92424.1 
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Under the traditional regulatory cost recovery model, are ratepayers 

cornpensated for their money either through a return offset on trust fund 

earnings or through a rate base reduction? 

Yes. The failure to reflect an earnings offset of any sort to the requested accrual is 

unlike the retum (earnings) offset recognized in the quantifications of pension expense, 

postretirement benefits other than pensions expense, and decommissioning expense, all 

of which accumulate amounts in dedicated trust fimds similar to the fbnded reserve 

approach employed by FPL €or storm damage expense. Other advances by ratepayers 

not included in trust funds are reflected as rate base reductions, including accumulated 

deferred income taxes. 

Should the Commission increase the storm damage expense amount? 

No. First, increasing the storm damage expense will only exacerbate the disconnect 

between expense accruals and actual costs. By virtue of the fact that there is already a 

substantial stom reserve balance, the Company has been provided excessive storm 

damage expense recovery in prior years. Expense accruals have exceeded actual costs. 

Second, the Commission should reject the Company’s conclusory rationale that it is 

necessary to prepay storm damage costs in anticipation of  a possible catastrophic loss 

exceeding the existing reserve level, and allow FPL to deprive ratepayers of time 

WAS92424 1 
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22 

23 

But what are the expected annual damages for hurricanes at each of the storm 

intensity levels (Le., SSI 1 through SSI S)? 

value of their substantial h d s .  In effect, this rationale is no different than if the 

Company had requested that ratepayers prepay the costs of the various generating plant 

repowerings in which it is engaged. While such prepayments may result in lower 

fmancing costs for FPL, they result in higher costs to ratepayers through current rates 

and intergenerational inequities. 

h fact, the inequity of the intergenerational affect is driven home by information FPL 

produced in response to SFHHA in discovery. FPL’s response to SFHHA 

Interrogatory No. 123 shows that for FPL’s Southeastern region, the number of years 

between expected occurrences o f  hurricanes ranges from a low of 16 years for 

hurricanes at the SSI 3 level to 250 years for hurricanes at the SSI 5 level. For FPL’s 

western region, the number of years between expected occurrences of hurricanes 

ranges from a low of 30 years for SSI 1 hurricanes to over 500 years for SSI 5 

hurricanes. For FPL’s Northeastern region, the number of years between expected 

occurrences of hurricanes ranges from a low of 36 years for SSI 1 hurricanes to 500 

years fox SSI 5 hurricanes. FPL’s interrogatory response providing this information is 

reproduced as my Exh.- (LK- 3). Thus, the information FPL provided shows an 

expectation that if FPL’s proposal is approved, today’s ratepayers will be paying for 

storm damages that may not be suffered for generations to come. 
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FPL has no analysis on that issue. See Exh. - (LK- 4) (FPL Interrogatory Response 

No, 124). 

Are there other reasons why the requested increase in the storm fund should be 

rejected? 

Yes. The request for the additional $30 million in storm fund amounts seems to ignore 

federal and state h d s  available in the event of natural disasters and catastrophic 

losses. Such funds would serve to reduce the costs associated with catastrophic losses. 

Additionally, there is no indication that the Company could not finance and 

subsequently recover from ratepayers any costs related to a catastrophic loss above and 

beyond existing reserve levels and government emergency assistance. To the contrary, 

the Company does have plans in place to finance such costs if such a catastrophic loss 

should occur. In addition, the Company historically has been able to recover its storm 

damages costs from ratepayers, even if the reserve temporarily is depleted or negative. 

Further, the Company's request fails to incorporate earnings on the trust fund and i s  

overstated for that reason alone. The Commission should incorporate earnings on the 

trust h d  in order to determine the net accrual necessary. For example, if the 

Commission believes that a $40 million annual accrual is appropriate, then that amount 

should be reduced for the earnings on the trust fund. At a 10% rate of return, applied 

to the existing $234 million balance, the net expense requirement would be only $1 7 

million ($40 million less $23 million). 
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Is the Company’s approach to fund the storm damage reserve the most economic 

from the perspective of the ratepayers? 

No. First, the earnings of the trust fund apparently inure to the benefit of the 

Company, not ratepayers. Although the earnings on the trust fund are added to the 

trust fund balance, the existing and proposed expense accruals have not been reduced 

for trust fund earnings. 

Second, the trust fund earnings historically have been significantly below the 

Company’s last authorized and requested rates of return. In other words, ratepayers 

would be far better off if the Company utilized these prepayments to invest in plant 

and equipment by displacing other required financing and reflected the prepayments as 

a reduction to rate base similar to the Company’s other reserves. The trust fund has 

averaged an after tax return of only 4.5% over the last 5 years compared to its last 

authorized rate of return of 10.40% and its test year MFR rate of return in this 

proceeding of 8.97%. The average return earned by the Company on the storm damage 

trust fund over the last 5 years is detailed in the Company’s response to SFHWA 

Interrogatory ## IV-38, a copy of which I have replicated as my Exh.-(LK-5) along 

with my computations of the average retun over the last 5 years. 
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What would be the impact if the trust fund bad earned an after tax rate of return 

comparable to that reflected in the MFR filing in this proceeding rather than the 

4.5% it actually earned? 

The trust fund balance would be in excess of $300 miliion for the test year, compared 

to the existing $234 million balance cited by the Company in its testimony. 

What would the trust fund’s balance be three years from now if that MFR-level 

return continued along with the historic pattern of withdrawals? 

Nearly $400 million. 

What is your recommendation regarding the Company’s funding of the storm 

damage reserve? 

I recommend that the Commission reflect the storm damage reserve as a rate base 

reduction in the same manner as it reflects other reserve amaunts representing 

prepayments by ratepayers. This is the least cost financing option for ratepayers. If the 

Company dissolves the trust fund, then presumably it could utilize the funds to 

displace existing or fume financing consistent with its overall rate of return 

requirements. 
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Shauld the Commission ensure that ratepayers are provided it return OQ their 

money provided to the Company for storm damage expenses in advance of the 

Company’s payments for such expenses, regardless of the level of storm damage 

expense authorized by the Cornmission in this proceeding? 

Yes. I recommend that the Commission reflect the return effects directly by utilizing 

the reserve balance as a reduction to rate base. Alternatively, the Commission could 

reflect the return as a reduction to the expense accrual that it otherwise finds to be 

appropriate. 

Have you quantified the effect of your recommendations on storm damage 

expense, reserve, and funding? 

Yes. The effects of my recommendations are to reduce the revenue requirement by 

$61.4 14 million. The revenue requirement effect includes a reduction in storm damage 

expense of $30,000 million, the increase sought by the Company, and reflects a rate 

base reduction for the Company’s $234 million reserve balance. 

19 
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VI. OPERATION AND MGINTENANCE EXPENSE 

Please describe the increase in O&M expense sought by the Company in this 

proceeding. 

The Company’s revenue requirement projection for 2002 includes an increase of 

$123.879 million (jurisdictional) in O&M expense for the test year over the MFR 

estimate of $1,021.91 1 million (jurisdictional) for 2001. The increase is $30.000 

million less once the Company’s requested increase in storm damage expense is 

removed. Nevertheless, the increase sought by the Company exceeds 12.12% 

including the increase to storm damage expense and 9.19% excluding the increase to 

storm damage expense. 

How does the Company’s request compare to the actual growth in O&M expense 

in prior years? 

The Company’s request is excessive compared to its actual experience. The following 

table provides a history of the Company’s O&M expenses and the annual percentage 

increase or decrease. 
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FLORIDA POWER & LIGHT COMPANY 
NON-EUEL O&M EXPENSE 

$Million 
1,138 
1,127 
1,132 
1,163 
1,089 1999 

2000 1,062 

, 
Average % Change __ 

YD Change 
na 

-0.99% 
0.44% 
2.74% 

-6.36% 
-2.48% 
-1.33% 

In addition to reducing its O&M expense in absolute dollars, the Company has reduced 

its O&M expense on a cents per k W h  basis for the last 1 I consecutive years, a fact that 

it cites in support of its claim that it is focused on controlling its costs and improving 

its efficiencies. 

Historically, how does the Company’s actual O&M expense compare to its budget 

am0 u nts ? 

Historically, the Company’s actual O&M expense has been less than its budget 

amounts. In 2000, Cie Company’s actual O&M expense was $999 rniliion compared to 

budget (plan) of $1,034 million. In 1999, the Company’s actual O&M expense was 

$1,026 million compared to budget of$l,O72 million. In 1998, the Company’s O&M 

expense was $1,088 million compared to budget of $1,090 million. The Company 

provided these comparisons in response to SFHHA Interrogatory# V-57, which I have 

replicated as my Exh.--(LK- 6). 
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Did the Company revise its O&M expense downward in conjunction with its 

revision downward of revenues? 

No. Instead of a reduction in O&M compared to the Company’s budget for 2002, 

relied upon for its initial MFR filing, the Company claimed an increase in O&M of 

$22.640 million when it subsequently revised certain MFR schedules. 

Once again, the failure to reduce downward its O&M expense is a complete disconnect 

&om reality, not only based upon FPL’s history, but also based upon business 

requirements in the unregulated world. First, FPL is focused on reducing its O&M 

expense per kWh, a statistic it cites in public forums as evidence of its excellent 

management. If projected sales are reduced and O&M expense is not, then the 

projected O&M expense per k W h  will rise compared to the 1 1  prior years of 

reductions. 

Second, FPL should not be held to a lower standard of cost control in response to 

projected lower sales, but rather to ahigher standard. It is only logical that if revenues 

are lower for purposes of the rate filing compared to the Company’s budget, then it 

also should be required to reflect commensurate reductions in its Q&M expense for 

purposes of the rate filing compared to its budget. 
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Q. Please respond to the claim by Company witness Mr. Shearman that the 

Company wiu. not be able to sustain its enviable historic reductions in O&M 

expense into 2002 and 2003 due to “inflation, aging assets, customer growth, and 

load growth. 

A. There is not a shred of logical support for such an assertion. First, inflation currently is 

nearly nonexistent. Second, the Company’s capital expenditures for new and 

replacement plant approximate 15% of its asset base every year. This is evidence of 

relatively new, and more likely, lower maintenance plant. Some of those capital 

expenditures undoubtedly were incurred to reduce O&M expense and are reflected in 

rate base. Ratepayers should be provided the Ml benefit of the related expense 

reductions. 

Third, customer growth and load growth obviousiy overlap quite a bit. As noted 

earlier, to the extent that such growth is projected to be lower, as reflected in the 

Company’s revised revenue forecast, then O&M expense should have been reduced as 

well, not increased. Finally, it should be noted that the Company voluntarily 

determined to increase its reserve margin fiom the Commission’s mandated 15% to 

20% and to accelerate its scheduled capacity additions and repowerings. Thus, at least 

to some extent, the related O&M expense also is discretionary. Presumably, the 

Company should recover such discretionary increased costs through higher interchange 

revenues, particularly given its projection of little or no growth in its customer base. 
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Finally, the FPL Group 2000 Annuid Report to Shareholders directly rebuts the 

substance of Mr. Shearman’s arguments in favor of higher O&M expense growth. The 

Company cites its ability actually to reduce O&M expense in the face of customer and 

Ioad growth and describes the addition of significant generation capacity (new plant 

compared to the aging plant cited by Mr, Shearman). The relevant excerpt from that 

Annual Report follows. 

Since 1990, when the company was restructured, FPL has driven 
down costs while achieving continuous improvements in virtually 
every area of its operations. At the same time, it has taken steps to 
meet the sharply increasing energy demands of a service area that 
continues to grow at a rapid pace. 

FPL’s customer base grew by 2.5% in 2000 to more than 3.8 
million. More new customers, 92,000, were added than in any year 
since 1990. In addition, energy usage per customer increased by 
nearly 2% over the previous year. 

In 2000, FPL reduced its operations and maintenance costs per 
kilowatt-hour for the tenth consecutive year. Since 199O,O&M 
costs have declined 40% - from 1.82 cents per kilowatt-hour to 1.09 
cents. During this time the company added more than 700,000 new 
customer accounts and increased its generating capacity by 24%. 

FPL’s cost reduction efforts have resulted in a more efficient and 
productive organization and enabled the company to hold down the 
price of its electricity to below the national average. 

FPL continues to achieve major improvements in such critical 
success areas as plant performance, electric reliability, and customer 
service, 

Thus, it appears that FPL does not share Mr. Sheman’s views regarding its ability to 

reduce O&M expense given the same factors cited in his testimony. 

34 
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Did Mr. Shearmsn investigate whether FPL’s efforts to reduce costs during 1999- 

2001 caused costs to increase foilowing 2001? 

No. Apparently he made no effort to determine whether that had occurred. Of course, 

during the 1999-2001 period, FPL might retain all of the savings resulting from 

deferring costs, Mr. Shearman also did not investigate how FPL’s profits may have 

been increased during 1999-200 1 , due to such cost reductions. See my Exh.- (LK- 

7). 

In contrast, FPL had no assurance that it would retain any cost savings following 

March 3 1,2002, and any costs that could be deferred into that period could help justify 

higher rates. 

Are Mr. Shearman’s comparisons meaningful? 

Not really, He ignored many different variables between utilities that tend to afTect 

costs and thus he is unable to make apples to apples comparisons. 

Did his various exhibits take into account varying ages of generation fleets, which 

would affect outage levels and O&M cost leveIs3 

NO. Exh.__- (LK-8). 
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Did his various exhibits take into account the differences in types of generators, 

since (for instance) different types of nuclear reactors have different maintenance 

issues? 

NO, Exh.- (ILK-9). 

What reasonably can be concluded regarding the Company’s projected growth in 

O&M expense given its historic O&M expense growth and its public statements 

regarding controlling costs and improving efficiencies? 

The Company’s O&M expense projected for the test year is excessive. The 

Commission should look to history as a guide to the reasonable and necessary level of 

O&M expense and the Company’s ability to control the actual level of expense 

compared to the amounts reflected in its fiiing in this proceeding. 

What is your recommendation? 

Absent more definitive data or a more conclusive showing of actual O&M levels, I 

recommend that the Commission limit the growth in Q&M expense for the test year to 

at most half of the Company’s projection, excluding the increase due to storm damage 

expense. This recornmendation reflects a 4.60% increase in O&M expense compared 

to 2001, excluding the proposed increase in storm damage expense, still an 

exceptionally high level compared to recent experience of negative growth. 
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1 VII. CAPITALIZATION STRUCTURJ3 
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3 Q. Please describe the Company’s proposed capitalization structure. 

4 

5 A. The Company has proposed the following capitalizatian structure computed on a 
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8 rate base. 
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financial statement basis, excluding accumulated deferred income taxes, which are 

included in capitalization only as a ratemaking convention in lieu of subtraction fram 
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FLORIDA POWER & LIGHT COMPANY 
CAPITA1,IZATION STRUCTURE 

%Million %Capital 

Long Term Debt 2,809 32.7% 

Short Term Debt 52 0.6% 
Preferred Stock 221 2.6% 

Common Equity 5.505 64.1% 
Total 8,593 100.0% 

-”- 

Q. Is the level of common equity included in the Company’s proposed capitalization 

structure excessive? 

A. Yes. It is excessive for an A rated utility coupled with the lower level of risk 

experienced by FPL as a regulated utility compared to FPL Group and its unregulated 

business activities. FPL’s bond ratings and investor risk perceptions are strongly 

influenced by FPL Group’s extensive unregulated business activities. This higher level 

of unregulated risk results in higher costs that should not burden FPL’s ratepayers. 
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What has Standard and Poor’s stated regarding the FPL Group unregulated 

activities risk and the effect on F’PL? 

First, S&P rates utility debt on the basis of the parent company’s consolidated 

hdamentals, not solely on the utility cornpany’s business and financial risk. S&P 

stated in a recent commentary posted on its website the following: 

[Ultilities that merge with other companies and invest outside the 
traditional regulated businesses will be rated on the basis of the 
qualitative and quantitative fimdamentals of their consolidated 
entities. 

Second, prior to the downrathg of FPL from AA- to A, S&P issued its rationale for the 

its negative creditwatch and stated the following in the wake of the announcement of 

the proposed FPL-Entergy merger. 

The ratings on Florida Power & Light Co., the utility operating 
company of FPL Group Inc., are on Creditwatch with negative 
implications, reflecting FPL Group’s announced merger with lower- 
rated Entergy Corp. 

* * * *  
Despite the utility’s stellar financials, the consolidated entity is 
challenged to improve consolidated credit-protection measures as 
the firm expands its portfolio of independent power projects. 

Florida Power & Light’s corporate credit rating is based on the 
financial and business risk profile analysis of the consolidated 
enterprise, derived by analyzing each individual core-operating unit. 
There are insufficient prescriptive regulatory measures to restrict 

cash flow from the utility to the parent. 

Florida Power & Light’s first mortgage bonds are rated the same as 
the firm’s corporate credit rating. 
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In reviewing FPL and its affiliates, Standard & Poor’s noted FPL’s “buoyant cash 

flow” and “strong business profile” “tempered by the growing portfolio of higher-risk 

nonregulated investments, principally in independent power projects . . . . 

ParticularIy, in reviewing the growth plans of the FPL Group, the report stated that 

>¶ 

“Standard & Poor’s views the business risk profile of independent power producers at 

the high end of the risk spectrum , . . .” FPL Group’s energy marketing and trading 

operation was characterized as a “hi@i-risk business segment,” 

More recently, Standard and Poor’s reiterated its concerns regarding the effect of the 

unregulated business activities on the entire FPL Group “family” of companies, which 

includes FPL. 

The IPP financing strategy and the amount of risk mitigation 
undertaken will be important ta sustaining current ratings for the 
entire FPL family . . . Resolution of the Creditwatch listing is 
expected in the near future, Notably, FPL Group’s commitment to 
expand its nonregulated businesses, including its portfolio of IPPs, 
will challenge the firm to strengthen consolidated credit-protection 
measures to maintain the existing ratings profile. 

The Credit Watch listing was resolved in September 2001, and the effects of FPL’s 

nonutility spending were clear. 

Credit quality for Florida Power & Light Co., the utility operating 
company of FPL Group Inc., reflects the Unit’s steady and reliable 
cash flow attributes, tempered by the parent’s growing portfoIio of 
higher-risk, nonregulated investments, principally in independent 
power projects. 

Current ratings for FPL Group and its affiliates incorporate 
increasing business risk for the consolidated enterprise attributable 
to the growing nonregulated independent power producer (IPP) 
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portfoIio, reguratory challenges in Florida, an aggressive financing 
plan, and declining credit protection measures . . . 
Florida Pawer & Light’s credit profile reflects an above-average 
business position . . . , 
Parent FPL Group’s portfolio of nomegulated electric power 
generation holdings is in several regions, . . . The potential for an 
economic downturn and the possibility of additional capacity 
coming on line in some of the regions that FPL Group has targeted 
highfight some of Standard & Poor’s concerns . . . about this high- 
risk business line. 

Similarly, Moody’s also tied its concerns regarding the debt ratings for the FPL Group 

companies, including FPL, to the risk associated with FPL Group’s unregulated 

business activities. 

[Glrowth strategies implemented by FPL Energy, an unregnlated 
subsidiary of FPL Group, also increase pressure on the consolidated 
company’s credit profile. FPL Energy intends to finance and build 
6,000 mw of unregulated merchant generation by 2003. While most 
of these projects will eventually be financed with non-recourse debt, 
FPL Group Capital provides interim financing. The parent company 
guarantees the debt issued by FPL Capital which in turn creates 
pressure for all the rated entities within the consolidated group. 

What are the Standard and Poor’s debt to total capitalization guidelines for an A 

rating on utility debt? 

Standard and Poor’s guidelines for an A rating and a company business risk profile of 

4 (FPL’s rankings) range ??om 46% to 50% debt to total capitalization. 

32 
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What is the average capitalization structure of the cornparison group of A rated 

utilities utilized by Company witness Dr. Avera to develop his return on equity 

Dr. Avera computed the following average capitalization structure based upon his 

comparison group as of September 30,2001. 
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CAPITALIZATION STRUCTURE 
DR. AVERA COMPARISON GROUP 

Short Term Debt 2.1% 

Lang Term Debt 

Preferred Securities 

Common Equity 

Total 

42.5% 

5.4% 

50.0% 

100.0% 

I_ 
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7 Q. 

8 above? 

9 

Dr. Avera noted that the individual common equity ratios embodied in the average 

ranged from a law of 42.9% to a high of 59.9%. 

What is Mr. Avera’s opinion of credit-rating agencies, such as those quoted 

10 A. 

11 

12 

“[Plerhaps the most objective guide to a utility’s overall investment is its bond rating” 

assigned by “independent rating agencies.” (Avera Direct, p. 47: 1 1-1 3). 
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Is that similar to the opinion heid by FPL’s Mr. Dewhurst? 

Yes. “Rating agencies, acting as independent risk assessors on behalf of investors 

generally, are an important source of evidence” of investors’ sentiments. Dewhurst 

Direct Testimony, p. 19:18-22. 

What do the rating agencies think will be the outcome of this proceeding? 

‘‘[Tlhe market is expecting a rate cut” according to Justin McCann of Standard & 

Poor’s (Miami Herald, February 24,2002). 

Should ratepayers be required to subsidize FPL Group’s nonregulated business 

activities through a capitalization structure that reflects a ‘‘bulked-~p’~ common 

equity level so that FPL Group, on a consolidated basis, had adequate credit 

protection? 

No. The unregulated business entities should provide the consolidated entity the 

necessary credit protections. It is inappropriate for the ratepayers to subsidize the FPL 

Group unregulated business activities through an excessive common equity level. 

Are there other factors that should be taken into account when assessing the 

appropriate level of equity capitalization for FPL? 

Yes. Approximately 45% of FPL’s total jurisdictional revenues are recovered by 

trackers, rather than through base rates. 
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Is there another factor warranting consideration? 

Yes. The timing, and perhaps to a lesser extent the scope, ofFPL’s present ambitious 

construction program are in part within FPL’s control. FPL’s determination to agree to 

a 20% {in lieu of a 15%) reserve margin, and its desire to build its own generation 

capacity, obviously influence its capital needs. 

What is your recommendation regarding the appropriate capitalization structure 

for FPL as a regulated utility? 

I recommend the Commission adopt a capitalization structure of no more than 50% 

common equity and up to 50% debt, computed on a frnanciai statement basis, 

excluding accumulated deferred income taxes and other Commission ratemaking 

adjustments. Once the determination is made regarding an appropriate financial 

statement capitalization structure, the Commission should adjust that structure for its 

various historic ratemaking adjustments, the largest of which is accumulated deferred 

income taxes. 

Have you quantified the return effects of the accumulated deferred income tax 

adjustments to capitalization and capitalization structure necessitated by your 

rate base adjustments? 
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Yes. The return effects of the prior rate base recommendations, excluding the effects 

of any further modifications to the capitalization structure quantified below, results in 

an increase to the revenue requirement of $34.140 million 

Have you quantified the effect of your recommendation on the capitalization 

structure for FPL? 

Yes. This recommendation results in a reduction to the revenue requirement of 

$173.545 million. I have quantified this reduction to the revenue requirement as the 

difference between the Company’s proposed grossed up overall rate of return and that 

corresponding to my recommendation (based upon the averages cited in Dr. Avera’s 

testimony) times the rate base adjusted for the effects of the other adjustments that I 

have proposed. This adjustment is incremental to the previous adjustment for the 

return effects of the accumulated deferred income taxes. 
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3 

4 

5 A, 

6 

7 

8 Q* 

9 

10 A. 

11 

12 Q. 

13 

14 A. 

15 

16 

17 

18 Q. 

19 

20 

21 A. 

W I .  SANFORTI REPOWERING 

Please describe the Sanford Repowering Project (the “Sanford Project” or the 

rcproject”). 

The Sanford Project involved inter alia converting two previously oil- and gas-fired 

units, at the Sanford site, to gas fired combined cycle units. 

Did FPL originally project that the project would be in-service by 2002? 

No, Originally FPL had scheduled the Sanford Project to be in-service after 2002. 

How did FPL evaluate the alternatives to repowering Sanford? 

When we asked that question, FPL initially provided a generic description of criteria it 

claims it evaluated in determining whether to repower Sanford. Subsequently, FPL 

provided additional information. 

Did FPL compare the Sanford Repowering Project to a specific independent 

entity’s project? 

No. 

WAS :92424..1 
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7 

8 

9 A. 

10 

11 Q. 

12 

13 

14 A. 

15 

16 

17 

18 

19 

20 
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Did FPL’s review of the Sanford Repowering Project use the cost which will be 

incurred to complete the project? 

No. 

Did FPL conduct an RFP or open season to solicit bids in lieu of building its own 

capacity? 

No. 

Mr. Waters discusses the Sanford Project in the context of the 1998 Ten Year Site 

Plan. What were the estimates of cost in 1998 for repowering Sanford Project? 

FPL furnished a March 1998 “Summary of Alternatives” involving repowering 

Sanford in 2002 or 2004. The analysis, stated in 1998 dollars, estimated that 

repowering two units would cost $44 1 million (including $48 million for transmission 

expansion). 

Moreover, the analysis showed that net per-KW costs would be reduced if re-powering 

was completed in 2004 rather than 2002. (EA.- (LK. -1 0)). 

21 
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1 Q* 

2 

3 A. 

4 

5 

6 '  

7 

8 

9 

10 Q. 

11 

12 A. 

13 

14 

15 Q. 

16 

17 A. 

18 

19 

20 

21 

Was this estimate consistent with for the project's ultimate cost? 

No. Neither were subsequent estimates. According to FPL, the project in October 

1998 was forecast to cost $437 million; by August, 1999, that forecast had risen by 

over $ I00 million, to $546 million (Exh.- (LK-11)). This reflected at least in part 

changing the identity of the two units to be repowered. Additionally, in October, 1998, 

the power ddivery department estimated related costs of about $55 million (Exh.- 

(LK- 1 2)). 

Was $546 million the ultimate cost of the Sanford Project? 

Far from it. The project budget authorized by FPL (excluding financing) reached $622 

million by the summer of 2000 (I%.- (LK- 13)). 

What is the most current forecast of the capital cost of the Project? 

According to Mr. Waters, it is now approximately $697 million, or $75 million above 

the $622 million authorized project budget and almost $1 00 million above the August 

1999 estimate. This includes at least $76 million for transrnission interconnection 

work (id.). 
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1 

2 Q, Has the Sanford Project been successful from the FPL perspective? 

3 

4 A. Evidently not. Even using WL’s “Sanford Repowering Success Criteria,” which 

5 reflects the $622 million estimate, the project is $75 million over budget. (Exh.- 

6 LK-14)). 

7 

8 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

CONFIDENTIAL INFORMATION FOLLOWS 

Can you identify major causes of the cost overrun? 

[Confidential Information Intentionally Omitted] 
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[Confidential Information Inten tionafly Omitted] 

26 

27 END OF CONFIDENTIAL INFOICMATION 

28 
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1 

2 Q. 

3 

4 

5 A. 

6 

7 

8 

9 

10 

11 

12 Q. 

13 

14 

15 

16 A. 

17 

18 Q. 

19 

20 

21 A. 

22 

Has FPL changed when it anticipated incurring charges in connection with 

Sanford? 

Yes. In a document dated May 9, 2001 (Exh.- (LK-15)), FPL compared its 

“current approved 5-year forecasts” of expenditures for the Sanford (and Fort Myers) 

project(s) to its most up-to-date forecast. The comparison showed that the May 2001 

forecast projects an increase in 2002 expenditures of $1 5 million, over what the then- 

current approved 5-year forecast had estimated, with reductions in expenditures shown 

in pre- and post-2002 periods. 

Prior to the construction report described above, and following changes in its 

original schedule, when didFPL project that the Sanford Project would be placed 

in-service? 

Tn 2002. 

What is the impact of FPL’s post-September 11,2001 estimates of consumption 

upon the need for capacity? 

FPL’s “2002 Alt, Forecast,” a post-September 1 I, 200 1 projection, reflects a decrease 

of about 3% in the projected 2005 total consumption by jurisdictional customers 

WAS:92424.1 
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5 Q* 

6 

7 A. 
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12 

13 Q. 
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15 A. 
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compared to the pre-September Z 1,2002 FPL 2002 Budget Forecast @xh.--- LK- 

16)). 

IX AFFILIATE RELATIONSHIPS 

Do you have concerns with FPL’s interrelations with its affiliates? 

Yes. FPL is engaged in numerous transactions with its affiliates, including those 

involving millions of dollars but which are not subject to  a written contract. See 

Exh.- (LK-17). Udortunately, FPL has resisted providing responsive information. 

Therefore, I reserve the opportunity to supplement this testimony when FPL has 

furnished adequate data. 

Does this complete your direct testimony? 

For now. 
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RESUME OF LANE KOLLEN, VICE PRESIDENT 

University of Toledo, BBA 
Accounting 

University of Toledo, MBA 

Certified Public Accountant (CPA) 

Certified Management Accountant (CMA) 

American Institute of Certified Public Accountants 

Georgia Society of Certified Public Accountants 

Institute of Management Accountants 

More than twenty-five years of utility industry experience in the financial, rate, tax, and planning areas. 
Specialization in revenue requirements analyses, taxes, evaluation of rate and financial impacts of 
traditional and nontraditional ratemaking, utility mergers/acquisition diversification. Expertise in 
proprietary and nonproprietary software systems used by utilities for budgeting, rate case support and 
strategic and financial planning. 
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RESUME OF LANE KOLLEN, MCE PRESIDENT 

1986 to 
Present: -: Vice President and Principal. Responsible for utility 

stranded cost analysis, revenue requirements analysis, cash flow projections and solvency, 
financial and cash effects of traditional and nontraditional ratemaking, and research, 
speaking and writing on the effects of tax law changes. Testimony before Connecticut, 
Florida, Georgia, Indiana, Louisiana, Kentucky, Maine, Minnesota, North Carolina, Ohio, 
Pennsylvania, Tennessee, Texas, and West Virginia state regulatory commissions and the 
Federal Energy Regulatory Commission. 

1983 to 
1986: 7: Lead Consuitant. 

Consulting in the areas of strategic and financiai planning, traditional and nontraditional 
ratemaking, rate case support and testimony, diversification and generation expansion 
planning. Directed consulting and software development projects utilizing PROSCREEN 
u[ and A C W N  proprietary software products. Utilized ACUMEN detailed corporate 
simulation system, PROSCREEN II strategic planning system and other custom developed 
sofnvare to support utility rate case filings including test year revenue rcquirements, rate 
base, operating income and pro-forma adjustments. Also utilized these software products 
for revenue simulation, budget preparation and cost-of-service analyses. 

1976 to 
1983: w: Planning Supervisor. 

Responsible for financial 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 nonproprietary software 
products. Directed the modeling and evaluation of planning alternatives including: 

Rate phase-ins. 
Construction project cancellations and write-offs. 
Construction project delays. 
Capacity swaps. 
Financing alternatives. 
Competitive pricing for off-system sales. 
Salelleasebacks. 
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Air Products and Chemicals, Inc, 
Airco Industrial Gases 
Alcan Aluminum 
Armco Advanced Materials Co. 
Armco Steel 
Bethlehem Steel 
Connecticut Industria1 Energy Consumers 

Enron Gas Pipeline Company 
Florida Industrial Power Users Gmup 
General Electric Company 
GPU Industrial intervenors 
Indiana Lndustrial Group 
Industrial Consumers for 

Industrial Energy Consumers - Ohio 
Kentucky Industrial Utility Consumers 
Kimberly-Clark 

* ELCON 

Fair Utility Rates - Indiana 

Lehigh Valley Power Committee 
Maryland Industrial Group 
Multiple Intervenors (New York) 
National Southwire 
North Carolina Industrial 
Energy Consumers 

OccidentaI Chemical Corporation 
Ohio Industrial Energy Consumers 
Ohio Manufacturers Association 
Philadelphia Area Industrial Energy 

PSI Industrial Group 
Smith Cogeneration 
Taconite lntervenors (Minnesota) 
West Penn Power lndustrial Intervenors 
West Virginia Energy lJsers Group 
Westvaco Corporation 

Users Group 

Georgia Public Service Commission Staff 
Kentucky Attorney General's Office, Division of Consumer Protection 
Louisiana Public Service Commission Staff 
Maine Office of Public Advocate 
New York State Energy Ofice 
Office of Public Utility Counsel (Texas) 
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.- - -- - _- 

Allegheny Power System 
Atlantic City Electric Company 
Carolina Power & Light Company 
Cleveland Electric Illuminating Company 
DeImarva Power & Light Company 
Duquesne Light Company 
General Piiblic Utilities 
Georgia Power Company 
,Middle South Services 
Nevada Power Company 
Niagara Mohawk Power Corparation 

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 Electric Cooperative 
Southern California Edison 
Talquin Electric Coaperative 
Tampa Electric 
Texas Utilities 
Toledo Edison Company 

J. KENNEDY AND ASSOCIATES, 1NC. 



- Docket No. 001 148-El 
L. Kollen Exhibit No. -(LK-l) 

Resume and Expert Testimony Appearances 
Page 5of22 

Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2002 

bate Case Jurlsdict. Party utirrty Subject 

lo/& 

11186 

12186 

1187 

3187 

4187 

4187 

5187 

51a7 

7187 

7/87 

U-17282 LA 
Inlerlm 

U-17282 CA 
Interim 
Reburial 

9613 KY 

U47282 VI 
InMm 19th Judicial 

District Ct. 

General WV 
Order 236 

b17282 LA 
Prudence 

Me100 NC 
Sub I13 

86-524-E. WV 

u-I7282 LA 
case 
In Chief 

U-17282 LA 
cess 
In Chief 
sunebm 

u - m 2  LA 
Prudence 
Svnebuttal 

Louisiana Public 
Seivica Commission 
SM 

Louisiana Public 
Senrice Commission 
Staff 

Atlomey General 
Dii. of Consumer 
P m W m  

Louisiana Public 
Service Commlssion 
Slaff 

West Viiginia Energy 
Users’ Group 

Louisiana Public 
Se& Commission 
Staff 

North Cardina 
indusbid Energy 
Consumers 

West Virginia 
Energy Uses’ 
Group 

Lousrana hrbli i  
S e w  Commission 
Staff 

Louisiana Public 
Servw Commission 
StaR 

Louisiana Public 
S m  Commission 
Staff 

GuC States 
utilities 

GUHStates 
Utilities 

8$ Riven 
Electric Carp. 

Gulf Slate 
Utiliies 

Monongahela Power 
co 

GuKSlats 
UClitieS 

Duke Power Co. 

Monongahela Power 
Go. 

GUM Stales 
Uiilihes 

Gulf states 
UliiieS 

GUM Slates 
Uh’itieS 

Cash revenue requirements 
finandal soivency. 

Cash revenue requirements 
financial solvency. 

Revenue requirements 
accwnting adjuslnenb 
financial wdrcaR plan. 

Cash revenue requirements, 
financial soivency. 

Tax Refom Act of 1986. 

Prudence of River Bend f , 
economic analyses. 
cancellalron studias. 

Tax Reform Act of 1986. 

Revenue requirements. 
TaxReformAciof1986. 

Revenue requirements, 
River Bend 1 phaswn plan, 
fktancial dvenq. 

Revenue requirements 
River Bend 1 phasein plan, 
tinancial solvency. 

PNdence of R w r  &tnd 1, 
emnmic analyses, 
cancellab’on studies. 
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Date Case Jurisdlct Pa* Utility Subject 

7187 

m7 

8187 

10B7 

11/87 

1 /ea 

2/88 

2ra8 

518 

5188 

5/86 

6/88 

86-524 
ESC 
Rebuttal 

9885 

EOlSIGR- 
87-223 

870220.El 

87-07-01 

U-17282 

9934 

10064 

10217 

Ma7017 
-1m1 

M-87017 
-2c005 

U-17282 

wv Weit Vilnla 
Enelgy Llsen' 
Group 

KY Atlomey General 
ON of Consumer 
Protection 

MN Tamnite 
Intervenors 

FL Occidenlal 
Chemical Cwp 

CT Connecticut lndffitna! 
Energy Consumers 

LA Louisiana Public 
19lh Judidal SwviceCornmissim 
Oishidct. Slaff 

KY Kentucky lndffilrial 

KY KeiituW IndusWal 

Ublily Customers 

Utility Customers 

Ky Alan Aluminum 
Nabonal SouuNvire 

PA GPU Industrial 
Interrenus 

PA GPU Industrial 
Intervenors 

LA Louisiana PuMii 
19th Judidd Service Cornmiaion 
DisbictCt. Staff 

Monongahda Power 
co. 

Bg Rivers Electric 
Gorp. 

Minnesota Pown & 
Light Co, 

Florida Power 
carp 

Conneclicut Light 
&Power c o  

Gulf States 
UwiieS 

Louisville Gas 
& Electnc Co. 

Louisville Gas 
& Electnc Co 

8Q Riven; E\&C 

Mettupokn 
Edson Co. 

Pennsylvania 
El& Co 

GufSt3iS 
Ulilitles 

Revenue requirements, 
Tar Refann A d  of 1986 

Finanaal wwkout plan 

Revenue requirernenls, O&M 
expense, Tax Reform Act 
of 1986. 
Revenue requirements, O&M 
expense, Tax Reform Act 
of 1986. 

Sax Reform A d  of 1986 

Revenue requirements, 
River Bend i phffie-in plan, 
rale of return. 

Economics of Trirnble County 
completion. 

Revenue requirements, 08M 
expense, capital structure, 
excess deferred incame taxes. 

Financial workout plan 
COP 

Nonutil i i  generator deferred 
cast m v e r y .  

Nonubility generalor defend 
cost recovery. 

Prudence of River Bend 1 
mnomic analyses, 
cancellation studies. 
financial modeling 
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Lane Kollen 
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Date Case Jurisdict paw Utility Subject 

7188 M-87017- PA GW Indushal 
-1coEI1 Intervenors 
Rebuttal 

7/88 M-87017- PA GPU lndustiid 
-2C005 intervenors 
Rebuttal 

Nonutilii generator deferred 
cost m e r y ,  SFAS No. 92 

Melmpolin 
Edison Co 

Pennsylvania 
Electric Co. 

Nonublily generalor deferred 
mst recovery, SFAS No 92 

91sa 8805-25 CT Connedicut 
lndusmal Energy 
Consumers 

Connecticut Lghl 
Ei PowerCo 

Excess deferred taxes, O&M 
e x p e n s  

9188 15364 tcI 
Reheenng 

I O N  88170- cK1 
EL-AIR 

Kenfudry lnduslrial 
UClii  Customers 

Ohio Industrial 
Enegy Consumers 

Louisville Gas 
&Elec!JicCo 

Cleveland Electric 
Illuminating Co. 

Premature retirementi, inkiest 
expense. 

Revenue requirements, phase-ln. 
excess defened taxes, O&M 
expenses, finanaal 
consideraticns, Wo&u\g capital. 

Revenue requirements, phasein, 
excess deferred taxes. OBM 
expenses, financial 
Considerations, working capital 

Tax Reiorm Act of 1986, tax 
expenses, O&M expenses, 
pension experise (SFAS No. 87) 

Pension expense (SFAS No. 87). 

10188 88-171- OH 
EL-AIR 

Ohio Industrial 
Energy Consumers 

Toledo Edison Co. 

101B8 s8w R 
355-El 

Florida Industrial 
Power Users’ Group 

Florida Power & 
Light Co. 

10188 37M-U GA Georgia Public 
Senrice Canmission 
Staff 

Atlanta Gas Light 
c 0. 

11188 V-17282 LA 
Remand 

Louisiana Public 
Senrice Cornmssion 
stdi 

GuH States 
i J E S i  

Rate base exclusion plan 
(SFAS No. 71) 

12/88 U-17970 LA Louisiana Public 
Service Commission 
Staff 

Louisiana Public 
Service Commission 
Staff 

ATiiT Communications 
of South Central 
SMB 

south Central 
WI 

Pension expense (SFAS No 87) 

12/68 u-17949 LA 
Rebuttal 

Compensated absences (SFAS No. 
43), pension expense (SFAS No 
87). Parl32, income tax 
normalimtnn. 
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As of January 2002 

e Jurisdict party Utility Subjec 

2189 

6/89 

7189 

6/89 

8/89 

9189 

10189 

10189 

10m 

17/89 
12/69 

1190 

U-17282 
Phase II 

881602EU 
89032MU 

U-17970 

8555 

3MW 

U-17282 
Phase II 
Detailed 

8880 

8928 

R491364 

~ - 8 9 1 3 ~  
suwbunal 
(2 Filings) 

U-17282 
Phase II 
Detailed 
Rebuttal 

LA 

FL 

LA 

TX 

GA 

LA 

TX 

TX 

PA 

PA 

l A  

Louisiana Public 
Service Commission 
staff 

Talquin Eledric 
Cooperative 

Louisiana Public 
Service Commission 
SMf 

Ocddenlal Chemical 
Cow. 

Georgia Public 
Service Commission 
Stafi 

Louisiana Public 
Senrice Commission 
Staff 

Enron Gas Pipeline 

Enron Gas 
Pipeline 

Philadelphia Area 
Industrial Energy 
Users Grwp 

Philadelphii Area 
lndusbial Energy 
tisen Group 

Louisiana Public 
Service Commission 
Staff 

Gulf Slates 
U t l l i i  

Ta!quirJCity 
offallahassee 

AT&T Cornmuniwlions 
of South Cenbal 
States 

Housbn righting 
& Pawer Co. 

Georgia Power Co. 

Gulf SMes 
Utilbes 

TexasNew Mexico 
Power Co. 

Texas-New Mexico 
POWHGI. 

Philadelphia 
Electric Co. 

Philadefphia 
Elecbic Co. 

Gulf Slatffi 
UtililieS 

Revenue requirements. phaswn 
of River Bend I, recovery of 
canceled Plant 

Emnomic analyses, incrementa 
cost-af-sennce. average 
cuslomer rates 

Pffnsion expense (SFAS No. 871, 
canpensated absences (SFAS No. 43), 
Pari 32. 

Cancellation cast recovery, tax 
expense, revenue requirernenls 

Promotional practices, 
advertising. economic 
development. 

Revenue requirements, detailed 
investgakon. 

Defer& accounlng treatment 
salelleaseback. 

Revenue requirements, iwed 
capital sbuchre, cash 
working capital. 
Revenue requiremenis. 

Revenue requiwnents, 
salMeasebadc 

Revenue requiremenls , 
delailed investigation 
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Lane Kollen 
As of January 2002 

Date Case Jurisdict Party utaty SubJect 

1190 W17282 
Phase 111 

3190 890319-El 

4/90 890319$1 
Rebuttal 

4190 U-17282 

9190 90.158 

12190 U-27282 
Phase IV 

3/91 29327, 
et al. 

5B1 9945 

9191 P-910511 
P-910512 

9191 91-231 
-ENC 

11191 U-17282 

LA 

FL 

FL 

LA 
19* Judicial 
Distnd Ct. 

Ky 

LA 

NY 

TX 

PA 

wv 

LA 

Louisiana Pubk 
Senrice Commission 
staff 

Fforida lndusbial 
Power Users Group 

Fbrida Industrial 
Power Users Group 

Louisiana Public 
Service Cornmisston 
staff 

Kenfuchy lndusbial 
Utility Custwners 

LouSana Pubiic 
Semi= Commission 
staff 

MuNpk 
Intervenors 

oflice of Public 
Utility Counsd 
of Texas 

Allegheny Ludlum Corp , 
Annm Advanced Matenals 
Co., The West Penn Power 
Industrial Users' Gmup 

West Virginia Energy 
Users Group 

Louisiana Publtc 
Service Commission 
Slaff 

GuHStates 
Utilities 

Florida Power 
a bht co 

Florida Power 
& light Co. 

Gulf States 
Utilities 

Louisville Gar, & 
Elecln'c Co 

Niqara MohaElk 
Power Cap. 

El Paso Electric 
CO. 

West Penn Power Co 

Monongahela Pwer 
co. 

GuKStates 
Ulilities 

Phasein of River Eknd 1, 
deregldated asset plan 

o&M expenses, Tax. Refom 
Act of 1986. 

OW expenses, Tax Refam 
Actof 1986. 

Fuel dause. gain on sale 
of Utility assets. 

Revenue requirements, post-test 
year additians, forecasted lest 
year.. 

Revanue requirements. 

Incentive iegulatron 

Fulancial modeling, mnomlc 
analyses, prudence of Palo 
Vente 3, 

Recnwy of CAAA m k ,  
least mt financing 

Remveryof CA44 wsk, least 
mst financing. 

Asset impaiiment, deregulated 
assel plan, revenue require. 
ments 
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As of January 2002 

Date Case Jurisdict. Party Utility Subject 

12/91 

12/91 

5/92 

8192 

9192 

9192 

9/92 

9192 

9192 

11192 

11192 

11192 

91410- 
EL-AIR 

10200 

910890-El 

ROO922314 

92043 

920324-E1 

39348 

9 1 w u  

39324 

u-19934 

8649 

92-1 7 15 
AUCOl 

OH 

TX 

FL 

PA 

KY 

FL 

IN 

R 

IN 

LA 

MD 

OH 

Air Products and 
Chemicals, Inc,, 
Annco Steel Co., 
General Eledric Co., 
Industrial Ewtgy 
Consumec; 

ORE of Public 

of Texas 
U t i l i  Counsel 

Chidental Chemical 
m. 

GW Indusbial 
lnlervenors 

KenhK;ky lndusbal 
Utility Consumers 

Florida lndusbial 
Power Users' Group 

Indiana Industrid 
Group 

Florida lndusbial 
Power Users' Group 

IndWial Consumers 
forFair UMy Rates 

Louisiana Public 
Sm'w Commission 
Staff 

Westvam Cap., 
Eastalm Aluminum Co. 

Ohio Manufacturers 
Association 

Cinannati Gas 
& Ekicbic Co. 

Texas-New Maim 
Power Co. 

Florida Power Cop. 

Metmpliian Edison 
co 

Genenc Proceeding 

Tampa Electiic Co. 

Generic Pmceeding 

Genenc Prweding 

Indiana Michigan 
Power Co 

GuF Slates 
Utiliiesff nlerg y 
COT 

Potomac Edison Co 

Genenc Proceedkg 

Revenue requirements, p h w n  
plan. 

Financial lnlegnty, strategic 
planning, dedined business 
afiiliatims. 

Revenue requirements. OBM expense, 
pension expense, OPEB expense, 
Mil dismantling, nuclear 
dmmissioning. 

Incentive regtilaSon, performance 
PeWBTds, piirchased power nsk, 
OPEB expense. 

OPEB expense 

OPEB expense 

OPEB expense. 

OPEB expew. 

OPEB expense. 

Merger 

OPEE expense 

OPEB exwnse. 

J. KENNEDY AND ASSOCIATES, INC. 
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West Penn Power CO. Incentive regulation, 
performance rewards. 
purchasfdpowerrisk, 
OPE8 expense. 

12/42 RSX)922378 PA 

12192 u-19949 LA 

AmwAdvanced 
Materials Co , 
The WPP lndustnal 
Intervenors 

Louisiana Publtc 
Service Commission 
SM 

South Cenbal Bell Affiliate transaclions, 
cost allocalbns, merger 

12/92 

1/93 

1/93 

3/93 

3193 

3/93 

3193 

4/93 

4B3 

R-00922479 PA Philadelphia Area 
IndwtnalEnergy 
Users’ Group 

Maryland lmlustnsl 
Group 

Philadelphia 
Eled~ic Co. 

WEB expense. 

8487 MD Balbmore Gas & 
EIectricCa., 
Beltlehem Sleel Cow. 

WEB expense, deferred 
fuel, CWlP in rate base 

39498 IN PSI lndustnal Group PSI Energy, fnc. Refunds due toover- 
wllection of liuces on 
Matble Will cancellakion. 

92-11-11 CT Connecticut Industrial 
Energy Consumers 

Louisiana PuMic 
SeMce Commission 
staff 

Ohio Industnal 
Energy Consumers 

Louisiana Public 
SeMce Cammission 
Staff 

Connedjcui Light 
&Power Co. 

Gulf States 
UtilitieslEntergy 

OPE8 expense 

U-19904 lA 
(Sunebvttal) 

Merger. 

corp. 

Affiliate transactrons, fuel 9301 OH 
ELEFC 

EC92- FERC 
21ooo 
ER92.806000 

92-1464- OH 
EL-AIR 

Ohio Power Co. 

Gulf Stales 
UtllilesEntergy 

Merger. 

cow 

Revenue requirements, 
phase-in plan. 

Air products 
Anw Sled 
lndusitial Enen~y 
Consumers 

Cincinnati Gas & 
EIearic Co 

EC92- FEAC 
21000 
ER92-8GWN 
(Rebuttal) 

Louisiana Public 
Service Commission 
Staff 

Gulf States 
U b l i n l e r g y  

Merger. 

cow 

J. IUENNEDY AND ASSOCIATES, ICNC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2002 

Date Case Jurisdict paw Utllitv Subject 

9/93 

9193 

1 OB3 

1194 

93-113 

92490, 
9249OA. 
9e36ac 

u-tn35 

U-20647 

Kentucky Util i% Fuelclause and coal wntract 
refund 

Ky Kentucky Industrial 
Uliljty Custom= 

KY Kentucky lndustnal 
Ulility Customers and 
KenUcky Attorney 
General 

Big Rivers Electric 
COP. 

Disallowances and restituiion for 
excessive fuel costs, illegal and 
improper payments, recovery of mine 
claw? CQSIS. 

LA Louisiana Public 
Service Commission 
Staff 

Cajun Electric Powei 
Cooperalive 

Revenue requirements, deb1 
rsstnrcturing agreement, Rivereend 
wst recovery. 

Audit and investrgation inlo fuel 
clause costs. 

LA Louisiana Public 
Service Commission 
Staff 

Gulf Stales 
utililles co 

4194 u-20647 L4 
(Surrebuttal) 

Louisiana Public 
Service Commlsion 
Staff 

Gulf Slates 
Utilities 

Nuclear and fossil unit 
performance, fuel costs, 
fuel clause principles and 
guidelines. 

Lomiana Power ti 
Light Go 

5/94 U-20178 LA Louisiana Public 
Service Cornmision 
Staff 

Planning and quantificafion issues 
of least cost integraied resource 
plan. 

River Bend phasa-,in plan, 
deregulated a m i  plan, capital 
structvre, other revenue 
requirernenl issues. 

GBT mperative raternaking 
plrues, exclusion of River Bend, 
olher revenue requiremen1 issues. 

Incentive rata plan, earnings 
revfew 

9/94 u-19961 u\ 
Initial Post. 
Merger Earnings 
Review 

Loumana Public 
Service Cummission 
Slaif 

GuH States 
U t i l i  co. 

9194 u-17735 !A Louisiana Public 
Service Commission 
staff 

Cajun Eledric 
Power Cooperafive 

10196 34054 GA GeorrJia Public 
S e N a  Commmon 
Staff 

Gmgia Publlc 
Service Commission 
Staff 

Southern Bell 
Teiephone Co 

101'94 52584 GA Southem Bdl 
Telephone Co 

Alternatrve regulation, mst 
atlocalion. 

J. KEXNEDY AM) ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2002 

Date Case Judsdict. Party Utility Subject 

u49904 LA Lwsiana Public Gulf states Rivet Bend phase.4 plan, 
Initial Post- SeNice Commission UCliies Co. deregulaled asset plan. capilal 
Merger Earnings S M  sbudure, other revenue 

11194 

11/94 

4195 

6195 

Revrew 
(Rebtdlal) 

u-17735 
(Rebuttal) 

ROO943271 

390511 

requirement issues 

LA Louisiana Publrc 
Service Commission 
Staff 

Cajun Eleclric 
Power Wperative 

G&T mpera!jve ratemaking policy, 
exclusbn of River Bend, other 
revenue requirement issues. 

PA PP&L Industrial 
Cusbmer Alliance 

Pennsylvania Pcwer 
&CihlCo. 

Revenue requirements. Fossil 
dismnthrg, nuclear 
dtmmmksloning. 

Incentive regulstion, affiliete 
tmnsactIons, revenue requirements, 
rate refund 

GA Geoigia Public 
Seivice Commwion 

Southern Bell 
Telephone Co 

Louisiana PuMic 
Senrice Commission 

Gutf Slates 
utilities Co. 

Gas, coat. nuclear fuel cpsts, 
mhact prudence, basefluel 
realignment. 

Affiliate Iransections. 10145 95.02614 TN Tennessee Ullice of 
the Attorney General 
Consumer Advocate 

BellSouth 
Telmmunicalions, 
IN. 

10195 U-21485 
(Direct) 

Nuclear OBM, Rivereend phasdn 
plan, baselfuel realignment, NOL 
and AMin ase l  deferred taxes. 
other revenue requirement issues. 

Gas, mal, nuclear fuel costs, 
Wad prudence, basdfud 
realignment. 

Nudear O&M, River Bend phase-m 
plan, basehe1 realignment, NOL 
and AHMin asset deferred laxes, 
other revenue requirement issues. 

LA Louisiana Public 
Service Commission 

GuCStates 
utiries CO. 

11195 LA Louisiana Public 
Selvm Commission 

Gulf States 
UClitieS Co. 
Division 

11/95 

12195 

U-21485 LA Louisiana Public 
(Supplemental Direct) S e e  Commissim 

(Surrebuttal) 
U-21485 

Gulf Stak 
Uljlities Co. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2002 

Date Case Jurisdict Party utrri Subject 

1#6 91299- OH Industrial Energy 
EL-AIR Consumers 

ELdlR 
95-300- 

The Toledo Mison Co 
The Cleveland 
Electric revenue requmnlusues. 
lllurninabng Co. 

Compeblion, asset wrileoffs and 
revaluatian. O&M expense, &er 

2196 PUCNo. TX ORE of Public Central Power Nudear decommissioning. 
14967 Utility Counsel Llght 

5196 95485-LCS NM Clty of Las cruces El Paso ElecZnc CO. Stranded mst recowery, 
municipalization.. 

7196 a725 MD The Maryland 
lndusbial Group 
and Redland 
Genstar, Inc 

9196 U-2x192 LA 
11196 u-22092 

(Surrebuttal) 

Baltimore Gas 
& Ektric co., 
Potmac Eieciric requirement issues 
Power Co. and 
Constellation Energy 
Qrp. 

Merger savings. tracking mechanism, 
earnings shanng plan, revenue 

Louislaoa Public Entegy Gun 
Service Commission states, Inc. 
Slaff 

10196 96-327 KY KenIucky Industrial By Rivers 
Utility Customers, Inc. EIecbic Cop. 

2197 R-00973877 PA Philaddphia Area PECO Energy Co. 
Industrial Energy 
Users Group 

3197 46-489 KY Kentucky Industrial Kentucky Power Co. 
UtiliCustorners, Inc 

6/97 TO-97-397 MO MCI Telmmunicalions Southwestern Bell 
Cwp., Inc.. MCImelro Telephone Co. 
Access Transmission 
Senrices. Inc 

Rwer Bend phase-in plan, baselfuel 
realignment, NOL and AltMin asset 
deferred taus, other revenue 
requirement issues, allocabon of 
regutatdnonregulakd costs. 

Environmental surcharge 
m e r a b l e  mts. 

Stranded cost recovery, regulatory 
assets and liabilities, intangible 
Vansition charge, revenue 
requirements 

Enwironmenlat surcharge recoverable 
w k ,  system agreements, 
allavanw inventory, 
junsdictional allocabon 

Price cap regulabcn, 
revenue requirements, rate 
of return. 

J. KENNEDY AND ASSOCIATES, INC, 
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As of January 2002 

Date Case Jurisdict Party utirrty Subject 
_ _  

R-00973953 PA Philadelphia Area 
lndusbid Energy 
Users Group 

7197 Ram73954 PA 

7/97 U-22092 LA 

8/97 97300 KY 

8197 R-00473954 PA 
(Surrebuttal) 

101'97 97-204 KY 

10197 R-974008 PA 

10B7 R-974009 PA 

PP&L lndustnal 
Customer Alliance 

Kenluclcy IndusWaI 
Utility Customers. Inc. 

PP&L Industrial 
Customer Alliance 

PEG0 Enegy CO. Resbuduring, deregulabon, 
stranded costs, regulatory 
assets, liablilies, nuclear 
and fossil dmmissionmng. 

Pennsylvania Pwer 
& l i i h l  Co. 

Entergy Gutf 
states, IN. 

LouisvllleGas 
& ElectricCo. and 
K e n w  Utilities 
CO. 

Pennsylvania Power 
& Lght Go. 

Akan Aluminum Cwp. Big Rivers 
Southwire Co Eleclnc Corn 

Metropolin Edison Metropolitan 
Industrial Users Edlson Cas 
Group 

Penelec lndusbial Pennsylvania 
Customer Alliance Electric Go. 

11197 97-204 KY Alcan Aluminum h p .  Big Rivers 
(Reburial) S ~ w i r e c o  Elecb'lc Gorp 

Resbudnning, deregulabon, 
stranded eosts. regulator$ 
assets, liabilities, nuclear 
and fossil decommissioning. 

Depreciation rafes and 
methodologies, River Bend 
phase-in plan. 

Merger policy, mt savings, 
slnwedi sharing mechanism, 
revenue requirements, 
rate of return. 

Resbucturing. deregulation, 
stranded costs. regulatory 
assets, liabilifes, nuclear 
and fossil demrnrnissioning 

Resbvdunng, wenue 
requuements, reasonaMeness 

Restnrctunng, deregulation, 
sifandd costs, rqulabry 
assets, liabilities. nudear 
and fossil decommissioning, 
revenue requirements. 

Reskctunng,  deregulaon, 
sbanded wts, Fegulalory 
Bssets. Iiabiliies, nuclear 
and fcssil decommissioning. 
revenue requirements. 

Restnidunng, revenue 
requirements. reasonableness 
of rates. cost allocation 

J, KENNEDY AND ASSOCIATES, INC. 
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of 
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As of January 2002 

Date Case Jurisdlct Party Utility Subject 

11/97 U-22491 LA Louisiana Public Entergy Gulf 
Senrice Commission states, Inc. 

11/97 ROO973953 PA Philadelphia Area PECO Energy Go. 
(Surrebuttal) lndusmal Energy 

users Group 

11197 R-973981 PA West Penn Pwer West Penn 
Industrial Intervenors Power Co. 

11/97 R-974109 PA Duquesne Industrial 
Intervenors 

12/97 R-973987 PA 
(Surrehuttal) 

12/97 R-974104 PA 
(Surrebuttal) 

Duquesne Indmal 
Intentenon 

1/98 U-22491 LA Louisiana Publc 
(Sunebutlal) Service Comrnisslon 

Slaff 

u98 8774 MD weshrsco 

Duque-sne Light Co 

West Penn 
Power Co. 

Duquesne Light Co 

Entelgy Gulf 
States, Inc. 

Potomac Edsm Co. 

Allocation of qulated and 
nonregulaled costs, oWr 
revenue requlrement issues. 

Resbuduring, deregulation, 
stranded cmts, regulatory 
assets, liabilies, nudear 
and fossil deoommissiomng 

Resbudun'ng, dweguldon, 
stranded cwts, regulatory 
assels, lrabilies. fossil 
decommissioning, revenue 
requirements, searntizahon. 

Restructuring, deregulabon, 
stranded wts, regulatory 
assets, liabilities. nuclear 
and fossil demmmissioning, 
revenue requirements, 
securitization. 

Restructuring, deregulation, 
stranded costs, regulatory 
assets, Iiabilies, fossil 
demmmissioning, revenue 
requirements. 

Restruduring, dereguletion, 
stranded Wls, regu1aiary 
assets, l iabi l i ,  nuclear 
and fassii dccomrnksioning, 
revenue requirements, 
SWribZatl on. 

Allocation of regulated and 
nonregulated costs, 
othw revenue 
requirement tssues. 

Merger of Duquesne, AE. customer 
safeguards, savings sharing. 

J. KENNEDY AND ASSOCZATES, INC. 
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Date Case Jurisdict Party Utility Subject - 
Resbuduriq, stranded costs, 
regulatory assetz, secunhzaBon, 
regulatory mitjgabon. 

3198 

3/98 

3/98 

10198 

10~98 

loma 

11138 

U-22092 LA 
(Allocated 
SLlanded Cost Issues) 

Louisiana Public 
Service Cammission 
staff 

Enleigy Guif 
Stales, Inc. 

8390-U GA Georgia Natural 
Gas GNP, 
Georgia Textile 
Manufacturers Assm 

AUanta Gas 
Light Co. 

Resbuduring, unbundling. 
stranded mts, incentive 
regulabon, revenue 
reauirements 

u-22092 
(Allmted 
Stranded Cost Issues) 

Louisiana Public 
Service Commission 
staff 

Enlergy GuH 
Stales, lnc. 

Resbucluring, stranded costs, 
iegulatory assels, secunhzation, 
regulatory rnlbgalion. 

(Surrebuttal) 

97-596 

9355-u 

U-li735 

U-23327 

ME 

GA 

LA 

LA 

Maine ORiCe of the 
Public Advocate 

Bangw Hydm 
Electnc co. 

Reslnrcluring, unbundling, stranded 
casts, T&D revenue requirements 

Affiliate transactions. Georgia Public Serwce 
Commissian Adversary Staff 

Lwisiana Public 
Sewica Cornmisston 
Staff 

Georgia Power Go. 

Cajun Eleclric 
Power Cwpecative 

GBT wperalve ralernaking 
policy, other revenue requirement 
Issues 

Louisiana Public 
Sewice Cwnmission 
StaR 

SWEPCO, CSW and 
AEP 

Merger policy, savlngs shanng 
mechansrn, affiliate transacbon 
conditions. 

12198 U-23358 LA 
(Direct) 

Louisiana Public 
Senice Commissim 
Staff 

Entergy GuH 
Stales. Inc 

Allocation ofregufated and 
nonregulatad costs, tax issues, 
and other revenue reqlarement 
MUS. 

32/98 

1/99 

96-57? 

981007 

ME Maine Gftice of 
Public Advocate 

Maine Public 
%MCR CO 

Reshclunq,  unbundlig, 
stranded mt, T&D revenue 
requirements 

CT Connecticut Indusbial 
Energy Consumeis 

United Illumina(ing 
cb" 

Stranded wsls. wes.tment tax 
credhs, m u l a l e d  deferred 
income tams, excess defured 
income faxes 

J. KEXWEDY AND ASSOCIATES, INC. 
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of 

Lane Kollen 
As of January 2002 

Date Case Jurisdict Pa* Utilny Subject 

u-23358 1A 
(Surrebuttal) 

Louisiana Public 
Sewice Commission 
StaR 

Entergy Gulf 
Slates, Inc, 

Allocation of regulated and 
nonregulated casts, tax issues, 
and other Fevenue requirement 
ISSUeS. 

3/99 

3(99 

3/99 

3/99 

3199 

4/99 

4/99 

9 H 7 4  KY Kentucky Industrial 
Utility CuSlmer$ 

Kentucky lndustnal 
utili* custmomen 

KenturAy lndustnal 
UCby Cuslomen 

Ken!ucky IndusMal 
Uti@ Customers 

Loulslana Public 
Service Commission 
swf 

Louisvilltl Gas 
and Electric Co. 

Kentucky Utilities 
CO. 

Revenue requirements, alternative 
forms of regulation. 

Revenue requirements, alternative 
fm of regulatjon. 

Revenue requirements. 

98426 KY 

99082 KY Louisville Gas 
and E l M c  Co. 

99983 KY Kentucky Uliliies 
co. 

Revenue requirements 

U-23358 LA 
(Supplemental 
Sunebuttal) 

Entergy GuH 
Stales, Inc. 

Allocation of regulated and 
nonregulated costs, tax issues, 
and other revenue requirement 
ISSUeS. 

990344 CT Connechcut lndusbial 
Energy Consumers 
mechanisms 

United IUuminaCng 
co 

Regulatory asseh and iiabililies, 
sbanded fasts. recovery 

Connecticut lndusbial 
Utili i  Cushmeffi 
mechanisms. 

Connecticut Light 
and Power Co. 

Regulatory assets and liabilities 
sbrdnded costs, recovery 

4/99 99-02-05 CT 

5/99 98426 KY 
99.082 
( A d d i i a l  Direct) 

5199 98474 KY 
94083 
(Additional 
Direct) 

Kentucky Industrial 
UlllQ Customers 

Louisville Gas 
and EIedric Co 

Revenue requirements 

Kentucky Industrial 
Ulilily Customers 

Revenve requirements Kentucky Utilibes 
co 

Alternative regulabon. Lo&,ville Gas 
and Elecbic Co. and 

5199 98-426 KY Kentucky Industrial 
90474 U h l i i  Customers 
(Response to Kentucky Utilities Co. 
Amended Aplikations) 

J. KENNEDY AND ASSOCTATES, INC. 
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of 

Lane Kollen 
As of January 2002 

Date Case Jurisdict. party Util%y Subject 

6199 

6199 

7199 

7199 

789 

7/99 

8/99 

8199 

8199 

8/99 

97-596 

U-23350 

99-03-35 

U-23327 

97-596 
(Suaebutial) 

980452- 
E-GI 

98-577 
(Surrebuttal) 

98426 
99-082 
(Rebuttal) 

98-474 
98.083 
(Rebuttal) 

980452- 
E-GI 
(Rebuttal) 

ME 

LA 

CT 

!A 

ME 

WVa 

ME 

KY 

1cy 

WVa 

Maine Mfce of 
Public Advoca!e 

Louisiana Public 
Public Service Comrn. 
staff 

Connecticut 
Industrial Energy 
Consumers 

Cwtsiana Public 
Service Cornmisston 
staff 

Mane ORice of 
PuMc Advmte 

Wesf Virginia fnetgy 
Users Group 

Maine Ofice of 
Public Advocate 

Kentucky lndustnal 
Ublity Cuslornm 

Kentucky InUusbial 
Utility Customen 
Kentucky U8litiesCo. 

West Virginia Energy 
Users Group 

Bangor Hydr+ 
Electric co. 

Entergy Gul 
StatFs, Inc. 

United lilurninating 
co. 

SwUnvestem Beclnc 
Power Co.. Central 
md South West Cow, 
and Amencan Electric 
Power Co. 

Bangor Hydro- 
Electric Co 

Monongahela Power, 
Potornac Edison, 
Appalachian Power, 
Wheeling Power 

Maine Public 
SeNIca co. 

Kenlucky Utilies 
co. 

Louisville Gas 
and Electric Co. and 

Monongahela Power, 
Potornac Edison, 
Appalachian Power, 
Wheeling Power 

Request lor accwnbng 
order iqanlincj elecbic 
industry resbuctunrg casts 

Affiliate transactions. 
cost alkcahons. 

Stranded costs, regulatgr 
assets, tax effecls of 
assel dlvesbture 

Merger Settlement 
StiPUbtiMl 

RMiuctunng, unbundling, stranded 
asl, T&D revenue requirements. 

Regulatory assets and 
liabilities. 

Restructuring. unbundling, 
stranded cmts, TBD revenue 
requirements. 

Revenue requirements. 

Alternative forms of regulation. 

Regulaiory assets and 
liabilities 
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of 

Lane Kotlen 
As of January 2002 

Date Case Jurisdict Party Utility Subject 

Louisiana Public Entegy Gut Allocation of regulated and 
(Direct) Sewice Commissim slates. IW" nonregulated costs, affiliate 

10149 11-24182 LA 

Staff IransaCDMls, lax ISSUBS, 
and other revenue requirement 
iSSUeS 

11/99 21527 TX 

11/99 U-23358 LA 
Sunebuital 
Affiliate 
Transactions Review 

D4MO 991212-EL-ETPOH 
99-1 2 1 XL-ATA 
99-1214-EL-MM 

01/03 U-24182 LA 
(Surrebuttal) 

Dalias+tWollh 
Hospital Cmncil and 
Coaliticm of tndependent 
Colleges and Universities 

Louisiana Public 
Sewica Commission 
Stiff 

Greater Cleveland 
G M h  Association 

Louisiana Pubb 
Service Commission 
Staff 

TXU Elechic 

Enlwgy Guif 
Stales, Inc. 

Restrucb~~ing, stranded 
wb. taxes, securibzation. 

S e w  campany f i l iate 
tiamaction ask. 

First Energy (Cleveland 
E l m c  Illurninabng, regulatory assets, liabilities. 
Toledo Edison) 

Historical revw, stranded mb. 

Entergy Gulf 
stales, Inc 

05/03 U-24182 LA Louisiana PuM! Entergy Gun 

Staff 
(Supplemenld Direct) Service Commission States, Inc. 

05M A-110550F0147 PA Philadelphia Area PECO Energy 
IndusInd Energy 
Users Group 

07100 22344 TX The DellasForl WON, Sktewide Generic 
Haspffal Council and The Pmceeding 

Coalition of Independent 
Cdkqes and Univenities 

DBm u-24064 LA Loulsiana Public CLECQ 
Service Commission 
staff 

Allocation of regulated and 
nonregulated costs, affiliate 
tramadons, lax issues, 
and other revenue requirement 
issues. 

Affiliate expense 
proforma adjustments 

Merger behveen PECO and Unicorn. 

Escalahon of O W  expenses for 
unbundled T&Ct mvenue requirements 
In projected test year. 

Affiliatebansaction piicing raternahmg 
principles, subsidization of nonregulated 
affiliates. ratemam adjustments. 

~ -- 
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of 

Lane Kollen 
As of January 2002 

Dah Case Jurisdict party Utility Subject 

The DallasSt. Worth 
Hmpitai Council and 
The C o a l i i  of 
Independent Colleges 
And Universrbw 

Duquesne Industrial 
lntervem 

TXU EleEtric Co Restructuring, T&D revenue 
muirements, rnibgation, 
regulatory assets and liabilies 

llm 

I Dl00 

PUC22355 Tx 
SOAH 47300-1015 

R.00974104 PA 
[Affidavit) 

Duquesne Ughl Co. Final accounting for stranded 
mts, induding beatmeni of 
auction prooeeds, taxes, capital 
costs, switchbadc cosls. and 
ex- pension funding. 

Final accounting for sb’andd costs. 
including treatment of auction prwxeds. 
taxes, regulatoly assets and 
I i ab i l i ,  transaction costs 

Stranded a b ,  regulatory assels. 

7 1/00 P.00001837 
R-00974WB 
PaOC01838 
R-00974004 

U-21453, LA 
U*20925, U-ZX)92 
(Sunebutla!) 

@if&) 

U-24993 

Meboplitan Edison 
lndusbial Users Group 
Penelec lndustod 
Customer Alltana! 

Metropolitan Edison Co. 
Pennsyivania E W c  Go. 

121w 

01/01 

Louisiana PuMk 
Senrim Commosion 
Staff 

SWEPCO 

Louisiana Public 
Service Commission 
SM 

Entqy  Gulf 
states, Inc. 

AllocaUon of regutated and 
nonregulaled costs. taxissues, 
and other revenue requirement 
issues, 

01/01 Louisiana Public 
S&ce Commission 
Staff 

U-21453, U-20925 
and U-22092 
(Subdocket B) 
(Swrebuttal) 

Enbrgy GuW 
sm, IK,. 

lnduslry restructuring, busmess 
separation plan, organizabon 
sbucture, hold hmlm 
conditions, financing 

Recovery of environmental costs, 
surdwgernechanism 

Remvery ot envlmnrnental costs, 
surcharge mechanism. 

Kenlucky lndustnal 
Ublity Custwners. Inc. 

Kentucky lnduslrial 
Ulilii Customers, Inc. 

Louisville Gas 
& Electnc Co 

Kenlucky 
urises co 

01101 

01/01 

CaseNo. KY 
2000386 

CaseNo. KY 
20001139 

Mel.Ed industrial 
Users Group 
Penelec lnduslnal 
Customer Alliance 

GPU. Inc. 
FrsEnergy 

Merger. savings, reliability. 02/01 A-110300FW95 PA 
A-1 1o4ooFoo4o 

J. KENNEDY AND ASSOCIATES, INC. 
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Resume and Expen Testimony Appearances 
Page 22 of22 

L 

Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2002 

Date Case Jurisdict Pa* Wiity Subject 

03/01 

04 lo1 

04 101 

05 mi 

07Rll 

IWDl 

11/01 

P-00001860 PA MetEd Industrial 
PoooO186i Usen Group 

Penelec Industrial 
Customer Alliance 

u.21453, LA Louisiana Public 
U-20925, Public Service Comm 
U-22092 Staff 
(Subdocket B) 
Slemen t  Term Sheet 

U-21953, LA Loukiana Public 
U-20925, Public Serviee Comrn. 
u-22092 St# 
(Subdockel 8) 
Contested Issues 

u-21453, LA Louisiana Publii 
U-20925, PuMic Sewice Comm. 
U-22092 StafF 
( S u W e l  E) 
Contested Issues 
Transmission and Distribution 
(Rebuttal) 

U-21453, LA Louisiana Public 
U-20925, Public Secuice Cwnm 
u-22092 staff 
(Subdocket 8) 
Transmission and Disbibution Term Sheet 

14ooou GA W i a  Public 
Service Commission 
Adversary Shff 

143114 GA Georgia Public 
Service Commission 
Adwrsary Staff 

Mebopoldan Edison 
Co. and Pennsylvania 
EiecJic Co. 

Entergy Gult 
states, tnc 

Enlergy GuH 
Stales, Inc 

Entergy Guif 
Stales, lnc. 

Entergy GuH 
Slates, Inc. 

Georgia Power Co. 

AUanta Gas bght Co. 

Recc~gr  of msk due to 
provider of last resort oblgatron. 

Busins separation plan: 
sefflement agreement on overall plan structure 

Business separation plan: 
agreements, hold harmless conditions, 
separabons methodology. 

Business separation pian 
agreements, hold harmless conditions, 
Separations methodology 

Business separation plan: settlement 
agfeernentonTB0 issues, qreernents 
necessary lo implement T&D sepambons. 
hold harmless mnditions, separahons 
methodology. 

Review requirements, Rate Pian, fuel 
dause recovery 

Revenue requirements. 

J. KENNEDY AND ASSOCIATES, INC. 



Q* 
Rcfw to MFR Schtdde 8-26 NC 1 I ~ C S  IS-27 ngardias thc ad0pti00 and changes in 
tuxomting for pcasioa cxprax. Plaue provide a shcdule d c t d q  the history of the prepaid 
pension asset included in account 186.190, including M y  besetting ac~umulattd dcfcrrrd income 
tax atmunu by FERC itccount. For each year, commencing with 1993, cited as the year in which 
this change was ianplnmcntai, through 2002, provide the b e g i  balance of the pnpaid 
pcruian asset, incrrascs or bccn#scs for the year, and the bslaace. Rcconcilc the incrrasts 
or decnasw for wrch year to the Company’s pension mpcnse for tba! same year. 

A, 
Sec attached schedule. 
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Docket No. 001 14841 
L. Kollen Exhibit No. - &K-3) 
ReEponSe u) SFHA htCKO@OQ' No. 123 

Annual 
Probability 

Florida Power & Light Cornpan) 

SFWX Eighth Set of Interrogatories 
interrogatory 50. 123 
Page 1 of I 

Docket XO. 001148-EI 

Recurrence 
Interval 

Q. 
Re: Testim0n.c. and Exhibits of Steven E. Harris 

With respect to humcanes at levels SS I through SS 5.  please stace the probability of each 
occurring dunng the year. Please also stale the number of years b e t w e n  expected occurrences at 
each humcane level. 

A. 
Refer to Document SPH-1 Section 7 1. Reference 1. The following table of likelihood of landfall 
IS provided: 

Table 2 

ANNUAL PROBABILlN OF LANDfALLtNG STORMS 

Region SSI 1 ss12 SSl3 SSt4 sst 3 
__ -~ 

Westem (Manatee through Collier) 3.3% 2.0% 2.1% 0 4% negligible 

Southeastern (Dade/BrowardlPalrn 4.a% 5.3% 6.32 2 J ~ J O  

Beach) 

NoRheastern (Mamn and norlh) 2.8% 2.8% 7 -6% 0.5% 



Docket NO. 00 1 148-EI 
L. Kolleu W b i t  No. ___ (LK-4) 
Response to SFHA htcmgatary No. 124 

Florida Power & Light Cornpan? 
Docket No. 001 l4S-El 
SFHA Eighth Set of Interrogatories 
Interrogator?. No. 121 
Page 1 of 1 

Q. 
Re: Testimony and Exhibits of Steven E. Harris 

Separately for hurncanc levels S S  1 through SS 5 ,  please calculate exceedence probabilities in 
the form of Table 9-2. 

A. 
These analyses were not performed as part of the study. 



- "Docket No. 001 148-EI 
L. Kollen Exhibit No. ___ (LK-5) 
Storm Oamage Fwd Reserve - Actual and Projected 

27,554 

67,824 

17, 9% 

Q- 
PIeasc pnovide a 6 ycat history of the storm danragc f h d  rrscrve, consisting of actual mounts 
for 1997-2001 and projected amouab for thc 2002 M year. !kpmkly show for cach yaw the 

the reserve. Provide the quested mum on B jurisdictional basis. 
t%gidlg balance of thc n#Ne, expmsc scnuals, Writesffs (chwga), and a ldhg  balance of 

256,472 
2 1 1 ~ 3 9 9  
230,208 

A. 

(11 (21 1 (3) 1 ( 7 )  (81 (9)  
Xark-to- Adjustad 

Stom Casts ending Mrket Ending 
Contributions/ Fund turgrd t o  Rwmrv~! djwtawnt Raservs 

Xcnrl Exwnsa arnLnas ~aacrvd Wan- ~~ 

Actual 
1996 
1997 
1998 
1999 

2000 
2 0 0 1  

Pro jectcd 
000 (actu.11 

2001 fa) 

2002 

20,300 
20,300 
20,300 
20,300 
20r300 

0.44 
d 

20.300 
50,300 

10,840 
12,  459 

9, (is1 
9,675 

11,388 
IC. * J >  

9, 396 

10,221 

230,200 
Ib) 260,104 

(b) 320,625 

(a) five months stud, sew month projected 

(b) the number and costs of storms em too unpredictable to @et. 

1 ,333  222r577 
1,177 252,445 
2,116 2se, 51313 

t2 ,BZO)  215,519 
(1 ,076 )  229,132 

640 235,328 
:. . " . . -  

(1,076) 229,132 

1,399 261,504 
1 ,399  322 ,025  

s#: MFR (2-9 (acmunt 924) for the jurisdictional factor applicable to the anuual rxpcnx scctual. 
See MFR B-7 for the jurisdictional Mor applicable to the r#cpve balance. Note- the stom and 
property damage m e  is n fimd#l nscrw, which is excluded firm rate basc (see MFR B-4). 



Docket No. 001 L48-EL 
L. Kollen Exhibit No, ____ (LK-6) 

-. Opera!ingExpnses -Budgeted and Actual 

Florida Power & Light Company 
Docket NO. OO114S-EI 
SFFU F i b  Set of InttrrogPto- 
Interrogatory No. SI 
me I of1 

Q- 
Please compare your operating budget by year established in advance for fiscal years 1998,1999, 
2000 and 2001 with the actual results of optrations experienced during such respective periods. 

k 
($ in millions) 

2001 z!?m - Expenses: &.g& Plan Actual Plan Aaual plan Adual Plan 
fuel and Purchased Power !S 2,175 $ z M  S 2,232 S Z 9 1  S 2.511 $ 2,253 Si m 9; -- 
Base O&M 1,088 1,690 1,026 1,672 999 1,034 111 0 
~ e p m W o n  and hlor t i za~on 1,249 1,078 989 1,2!83 975 
Tams 952 945 959 928 975 
m e r ,  primarily interest 288 293 233 - 246 2$6 2 s  

f 5,750 P 5,650 $ 5.439 L 5,700 S 5,716 $ 5.434 $ - $ - 
(Actuals - Babka) 
(Plan - Beilhart) 

The information requested for 2001 is confidential and wil be made available for inspection at 
FPL's General oftices at 9250 West Flager Street, Miami, Florida 33174 during normal 
business hours pursuant tp a mutually satisfactory confidentiality agreement or protective order. 



Docket NO. 001 14843 
L. Kollcn Exhibit No. - (LK-7) 
Response to SFHA 
Interrogatory Nos. 98 C 99 
Page I of 2 
Florida Power & Light Cornpan) 
Docket No. 001 148-El 
SFHA Eighth Set of Interrogatories 
Interrogatory No. 9% 
Page 1 of 1 

- 

Q- 
Re: Testimony and Exhibits of John G. Shearman 

Please discuss and describe in derail and provide all documents relared to. Mr. Sheman's  
investigation concerning whether, or the extent to which. FPL's efforts to reduce costs during the 
period 1999 - 2001. will cause or could cause costs in any category to increase for any period 
following 2001. If Mr. Shearman did not investigate that topic please so state. 

A. 
Mr. Shearman did not specifically investigate, or testify on this exact topic. However. FPL's 
track record of consistent year-on-year cost reductions began well in advance of the 1999-2001 
time period referenced and therefore implies no history of such decision-making. Please see 
pages 22 through 23 of Mr. Shearman's testimony for a complete description of his opinions on 
FPL's future O&M expenses. 



Docket NO. 00 I 148-E1 
L. Koiien Exhibit No. __ (LK-7) 
Response to SFHA 
Interrogatory Nos. 98 L 99 
Page 2 of 2 
Florida Power & Light Company 
Docket No. 001148-El 
SFHA Eighth Set of Interrogatories 
Interrogatory No. 99 

-. 

Page 1 Of 1 

Q- 
Re: Testimony and Exhibits of John G. Shearman 

Please quantify in Mr. Shearman's opinion the amount of increase in net profits that FPI, enjoyed 
during the period 1999- April 1, 2002 as a result of FPL's lower costs and efficiency 
enhancements. Please provide your workpapers and supporting documents and describe how you 
went about calculating the amount. 

A. 
FPL objects to this interrogatory as it seeks analyses that have not been performed. or data that 
have not been collected with the preparation of the FPL witnesses' testimony. 



Docket No. 001 148-El 
t. KoUen Exhibit No. (LK-8) 
Response: to SFHA Interrogatory No. 100 - 
Florida Power & Light Company 
Docket No. 001 IN-El 
SFHA Eighth Set of Interrogatories 
Interrogatory No. 100 
Page 1 of 1 

Q* 
Re: Testimonv and Exhibits of John G. Shearman 

With respect to Mr. Shearman's testimony and exhibits please compare the weighted average age 
of the FPL generation fleet with that of the various samples that are used for comparison 
purposes in Mr. Shearman's materials. 

A. 
FPL objects to this interrogatory as it seeks analyses that have not been performed. or data that 
have not been collected with the preparation of the FPL witnesses' testimony. 



Docket NO. 00 1 148-El 
L. KolIen Exhibit No. - (LK-9) 
Response to SFHA Interrogatory No. 85 - 

Florida Power & Light Companj 
Docket No. 001 1.18-El 
SFHA Eighth Sct of lnterrogatories 
Interrogatory No. 85 
Page 1 of 1 

Q. 
Re: Testimony and Exhibits of John G. Shearman 

With respect to Document JMS-3, please indicate the size of the sample (a) within the United 
States and (b) outside the IJnited States. Please indicate the type(s) of reactor operated by FPL, 
and the proportion of reactors of that type in the sample population, broken out as between those 
in the United States and those outside of the United States. Please identify the other type(s) of 
reactors that are contained in the sample population and the relative percentages that each 
represents of the sample population. Please provide a comparable set of data for Documents 
JMS-4 and JMS-5. In the witness' opinion, what is the cause of the significant decrease in forced 
outage rates for the sample group from 1997 through 2000. 

A. 
FPL objects to this interrogatory as it seeks analyses that have not been performed, or data that have not 
been collected, in connection with the preparation of the FPL witnesses' testimony. 
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Page 2 of 17 

SUMMARY OF GENERATION ALTERNATIVES 

IRP -8 
COST AND COMPETITION TEAM Sanford comparisans 

I 
,a Iternatives; *OaPC 4mPc 200 sc uw) c c - F o  

New Gensrrth Nte- 

16 17 18 ID 

YKW Net W W  

1 .o I .O O B  1 .B 
1 .ox 1 .mb 1 .a 1 .ox 

1 

60005014 
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L. Kollen Exhibit No. _. (LK-IO) SUMMARY OF GENERATION ALTERNATIVES 
COST AN0 COMPETKION TEAM Sanford Caroparisons 



UWKet NO. MI 148-CA 
L. Kolieo Exhibit No. __ (LK- 10) SUMMARY OF GEN EMTION ALERNATIVES 

E Material5 $ 125.006 S 125.000 $ 89.747 $ 123,DIX) $ 123,000 $ 88.747 

0 Total Direcl Cosl t 161.298 t 161,298( t 115,298 0 i58,o0oI $ 158,oM t 114,000 

3200 IlAcmshg 4 4.000 S 4000 S 4OOO S 3.200 E 3.20 S 
3 PlqeaSuppofI S 3,476 5 3,476 S 3.476 S 2.700 f 2.704 S 2700 

F LrborL Equipment L 35.000 s 35,m S 25.255 I 35.000 $ 35,001) $ 25.253 

H Carrswmindtrects s - s  - s  * a  - r s  - 5  

60005016 



Docket BO. UUI 14&-tSl 
SUMMARY OF GENERATlON ALTERNATIVES 

COST AND COMPFTMON "€AM 
L. Kollen Exhibit No. __ (LK-10) 
Sanford Comparisoas 

v Net Wm 7SF CapaWity (mw) I 

Yew 1 
I v .  EIOTES: 

NN Net M W  change (summer) 

- 
S 241.250 $ 241,250 
S 67,550 S 67,550 
t 311,396 S 311.3% 
5 - s  
S 4,000 s 4,000 
5 4,418 s 4.410 
S 15,991 $ 15.9Q1 
S 24.409 S 24,409 
S 401 S .w1 
s 375 t 376 I S  363's 3 c + 3 $  363 

16.000 I 16.000 t 

- I s  . I t  - i s  I C  

600O5O17 
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JJ Year 4 
Year 3 
Year 2 
Year I 

",") 
MM 

NN Net MW change (summer) 

00 Equipment 

PP Coding 
QQ SCR's 
RR Back-Up Fuel Adder 

V. NOTF.& 

600050? 9 

S 2.212 S 1,558 S 2.638 S 4.642 S 1.485 S 8.293 5; 15,097 
$ 16.498 $ 10,249 S 17.356 6 30,538 S 9,769 f 61.850 $ 112,596 
6 25,070 S 34.927 5 59,148 S 104,073 S 33,294 $ 93.984 $ 171.096 
6 46,622 $ 35,255 S 59.70s $ 105,051 5 33,606 6 175.529 6 313.547 
5 92.169 5 81.909 5 138.845 5; 244,304 F 78.154 S 345.530 $ 629.029 

+135 c200 276 +276 +iqe 400 +BOO 
From NSC New NSC From NSC From NSC From NSC New NSC New NSC 

vB4.3 'F* 'F' 'F' v84.3 N I A  NIA 
IC7 1CT glHRSC 2CTB2HRSG 2CTUHRSG ICT &lHRSG 

Exisbng Exisung Extsbng Euslmg Extsbng Reservolr Reservoir 
lul no no no no no 110 

, 6 1.500, $ 2.500 S 2.500 $ 3.000 E 1.500 S 3.000 t 3.obc. 

tncrernental Incremental Incremental incremental 

IRP97Rl.XLS Page 2 5/21/97 8:30 AM 



Sanford IRP 

I 

A 
6 
C 

D 
E 

’- Sanford Comparisons 2002 2004 
AI ternatives: RePowcr RePowsr Page 8 of 17 

PSN Unns 364 PSN Unlrs 3 6 4  
1. CONSTRUCTION (10001 1998 f 

PcmNEnplFob(mMllhe) 24 24 

P ~ T a t a r ( r n ~ )  48 48 

Land SO so 
Mslensk $278.521 3279.527 

Construdmn Phasc (muIJ) 24 24 

F (Labor 4k Equipmenl 
G TotalOireclCost 

577,075 I 377.075 
f356.596 $356.586 

H 
I 
J 
K 
L 
M 
N 
0 
P 
0 
R 
S 

T 
U 

ConslrudcDn ~ndrrec~s so SO 
L~censing s 5 , m  35.000 
PtqeUSupport $5.000 155.000 
Contmngency 5 2 5 . m  325.009 
Tolal lndired Ccst 535,000 135,000 
SkW Ne1 Summer 5200 $269 
$/&WNelWinter 5260 0252 
FuelExpansion $2.000 SZ.000 
Transmitson Ewponston $48,001) S48,OM) 
Railroad6 Can so so 
TotaIOtherGcst s5o.ooo 150,000 
GrandTotalColtl 

S/KW Net Summer 1315 $303 
SKW Net Winter $293 5284 

1 $441,596 5441,596 

V 
W 

X 

11. PLANT CHARACTERISTICS 
Net Sum 95FCapabhty (rnw) 1,400 1,457 
Net 7SF CapabMy (mw) 1.505 1.555 
Net 59F Capabiri (mw) 1.541 1,623 
Hed Rate btu/kwt, 95FlOD3b Load H W  6.959 6.M5 

Y 
Y1 
Y2 
2 

A4 
88 
CC 

New NSC 
Nalunl Gas 

Heat Rate Mun;Hm 75F100% Load HHV 6.815 6.777 
Heal Rate b l M  75F 75% Load HHV 6.995 6.951 
Heat Rsle btulkwh 75F 50% b a d  HHV 7 I 587 
Heat a t e  bluikwh 59F100% Load H W  6,783 6.718 

7,630 

Equiv.Avail Sb 96% 53%. 

€OW Forad outage I .O% I .o% 
Sched Oulage (wwyi) 1 5  1 5  

60005020 

Ill. OPERARON 
DD TOW OlLM (mm/yr) 

.- 
sa 58 

E€ (remove 6MM lor umting fket mi I 
FF 
GO 

for Repower only] 
Capital ReplPca ( S m M )  $6 56 

1 IV. SPENDING CURVES 
HH Year 6 
I1 Year 5 
JJ Year 4 
)(K Y+ac 3 
LL Year 2 
MM Y u r  1 

NN 
V. NOTES: 

so SO 
so SO 

$1,166 s 1.766 
53,(191 t3.091 

5205.784 s205.784 
fZ30.955 5130,955 



SEPTEMBER. 1998 

1. CONSTRUCTION ( W O O )  1998 $j 
PermIUEngPab (months) 
Construclren Pttase (months) 

F !Labor 8 Equipment 
G IToIal Dired Cos! 
H Construction Indirects 
I Licensing 
J PropdSupport 
K Cmngency 
L Total Indirect Cost I! M SnONNelSurnmer 
N l s l~w  ~ c t  Winter 
0 (Fuelfimanslon 

I R ITatatOtherCosi 

Z (Hut Rate btulkwh 75F 50% 
AA 1Equrv. Avail. % 
RB Sched Outage (W&+T) 

CC Equiv Forced Outage 
111. OPERATION 

"_ _._ . qp, 3-J@~by<m@ltyr).:?". " r 2 ' . . . I-' ..I " -. .. 
E€ F d  (W -r) 
FF VImMa (ud. fuel) (S/mwtr) 
GG Ciipnal Replace Ornm)yr) 

HH Year 6 
II Year 5 

JJ Year 4 
UK Year 3 
LL Year 2 
MM Year 7 

NN Net MW change (summer) 

JW. SPENDING CURVES 

V. NOTES: 

Eqcnpmt  Available 

PRM PRELIMINARY 

S 291,802 ' S  279,521 
s 85,450 5 77,075 
S 376,577 5 356,596 

s - 4  
$ 5,000 s 5.000 
$ 5.Mx1 f 5.ocKl 
I - s  25.ooo 
a 1o.m $ 35,m 
L 263 5 266 
f 241 $ 244 
$ 6 . W  5 2.000 
f 26.003 5 48.m 

7,450 I 7.450 
96% 

s 
S 5,450 
L 31.042 
5 227.471 
S 116.227 
s 38,381 1 f ((0.492 
S 418,571 1 $ 441,596 

+9!53 1 +953 
New NSC New NSC 

lmrcmemal OLM Incrementel OLN 

2602 
7F++' 7F++' 

6CTg6HRSG 6CTLGHRSG 

no no 
ExlStlng -ng 

s - s  

Docket NO. 001 148-E1 
L. Kolten Exhibit No. __ (LK-IO) 
Sanford Comparisons 
Page 9 of 17 
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SEPTEMBER. 1998 PRM PREUMINARY 

MM 

New Generation Anemailves 1 
7n 

- Year 1 t 
V. NOTES: 5 

I. CONSTRUCTION m o o )  i s 9 8  

I 
00 

PP 
QO 
RR 

LU 

Repowe! 
Simole Cycle 

PFM 1 CT SC 

New NSC 

Equipment Available 2002 
Equipment 7F++' 

Cwllng Nlk 
Simple Cycle 

SCR's no 
Back-Up Fuel AcMer 5 

U ]W Net Winter S 
PLANT CHARACTERISTICS 

Heal Rate Wu/kwh 75F 752 
Heat Rate bfulkwn 75F !jO% 

11.280 
13.500 .- 

AA Equw.Avdi1 % 
BB Sched Outage (wwyr), 
CC Eauw f orccd Outage 

111. OPERATION 
.. . .  .DD~&~P&M{~I~W . <--  . .  - 

EE FK& (Sikw- y ~ )  
FF VanaMe (exd. Iwl) (Slrnwh) 
GG Cabrtal Renlacc tJrnmMI ,- -, r I I N. SPENDING CURVES 1 
HH I Year 6 I s  
I1 Year 5 
JJ Year 4 
Ku Year 3 
CL Year 2 

1 

11.280 
13.500 

5 
a 
a 
f 
a 
5 
6 

New NSC 

2002 
7FW' 

Simple Cycle 
Nlk 
no 

s 

Page 1 

+ -_ 
Docket NO. 001 148-EI 
L. Kollen Exhibit No. - (LK-IO) 
Sanford Comparisons 
Page 10 of 17 

frp98r3 9/14/98 l r l O  PM 

60505022 



SEPTEMBER, 1998 PRM PRElh7INARY 

Lt 
M M  

NN 

00 

PP 
QQ 
RR 

New Generation Alternatives 

20 
Aftern atives: Repower I 

Year 3 5 227.471 
Year 2 5 116.227 
Year 1 5 38,38; 

V. NOTES: f 418.571 
Net MW change (summer) +953 

New NSC 
tmmental OaM 

Equipmeor Available 
Equipmen! 7F++' 

Cooling Existing 
SCR's no 

GCf&GHRSG 

Back-up Fuel Adder , $  

PFM Unn iB2 
1. CONSTRUCTION fj000) 1998 # 

A PermUEngFab (months) 22 
B Construdion Phase fmonthsl 25 

1681 1 f 291,802 
F ILabor B Eaurornent 
G !Total Direct Cos1 
H Construnion Indireas 
I Liwnsrng 
J Projec! Suppor, 
K Contingency 
L 7olal Indirect Cost 10,000 

r 

6,000 

32.000 

I v /Nei Win 75F Capabilg (rnw) I 1,535 

Z Heat Rate btuikwh 75F 50% I 7,450 
967 I 1 5  

AA EQUPJ Avail % 
BB Sched Outage [&sur) 

Recowe. 

PSN Unit 3Br 

5 270.521 

5,000 

48.000 
s 

I - 
S 
5 
s 36405 
2. 234.984 
S 122 620 
S 40,492 
5 Lc1 596 

+953 
New NSC 

IwEmenLal OLM 

2002 
7Ft4' 

GCT(L6HRSG 
Existing 

QO 

5 

Page 1 
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Sanford Comparisons 
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SEPTEMBER, 1998 PRM PRELrMlNARY 

nn mna-wv I vct nuucr 

New Genera!ion Aliemaflves 

Repower 
Simple Cycle 
PFM I CTSC 

. 1. CONSTRVCTION (1000) 1998 5 
A PermNEn~Aab (montns) 

J 

P 

2002 
7F++' 

Sirnpb Cycfe 
NIA 
no 

s 

Licensing 
Project Support 

SiKW Net Summer 
S . W  Ne1 Winter 
Fuel Expansion 
Transmission Expansion 

R Railroad & Cars 
R Tcial Oiner Cast IS 

I 

11. PLANT CHARACTERISTICS 
ggg.&g2Y>l-a92 

1 1.280 
12.500 

5; 
t 

NN 'Net MW change (summer; 
New NSC 

I !  : Equipment Available 
00 : Equipmenl 

l l  

? I  

-13 

ReDowe. I 
Srrnme Cycle 
PSN 1CT SC 

F%gEzq 

i 
5 

I 

- I  

172 

11,280 
12 500 

g&$g&mJ 

~~ 

New NSC 

2002 
7F++' 

Simple Cycle 
WA 
no 

Page I 
s 

h k c t  NO. 001 148-E1 
L. Kollen Exhibit No. -- (LK- 10) 
Sanford C~mparisons 
Page 12 of 17 

60005024 
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Docket No. 001 148-El 
L. Kallen Exhibit No. I_ (LK-IO) 
Sanford COrnparisOns 

SUMMARY OF GENERATION ALTERNATIVES 
COST AND COMPETITION TEAM 

A 

MAY 1, 1998 

Alt erna t tves : 

1. CONSTRUCTION 11000) 1998 4 
PemNEngfFab (months) 

Page I3 of 17 
1 1 

200 sc 

Exist Sile . 'CY 

"0 

500 CC - F+* 

Greenfiela 

24 

PFM Unr! 162 

22 

PSN Un?, 364 PSN Unr. 3Lc 

2r 24 

New Generation AlemalNeS - 1 1  I I 
2c I 21 I fr; 

Reoowe" I Rep owe r I Repower 

E Materiab 
F Labor & Eguipment 
G Total Dired Cos! 

3200 
s 
s 
s 2,700 
5 249 i S 6.844 
I t 739 I F 12.744 

f 
s 
5 2B.000 

6 278 IS 281 I S  I 
s 1G.000 1 5  15.000 1 S 2c.000 

37 8 
e c 252 1 5  255 I 5 I 
5 

350 
s 4.000 
S 13.000 
f 

I i.000 

491 
509 

6,832 
7,458 
96Y 

J 
L%* - < 1 -  -.  ,. r 

f3ZX:Ra-tg':at'utW&35F~ 00 
Heat Rate btu/kwh 75F 75% 

2 iHeat Rate bfu/kwi7 75F 50% I 11,875 
AA [Equiv Avail % . 98% 
BB IScherI Outage (wksyrj I c.5 1 5  

1 0 7  - 

4.95 
FF banable rexcl fuel) (S/mwh) I 0.295 0.370 1 0.374 

o ooi 12 671 12.73 
0.598 

A di 
GG ICapdaI ReDlace {Smmlyr) 1 1.50 

- 1 N. SPENDING CURVES 
_I-- - s I -  C 

I 

s 
s 
s 
5 17,620 

HH Year 6 
II Year 5 
JJ Year4 
KK Year 3 
U Year 2 

S 
f 78C 
5 1,365 
f 90,844 
5 101 ,OS€ 
6 194.344 

+471 
New NSC 

s 5.450 E 
S 31.042 S 36.499 
5 227.471 5 239.9M 

[ $ 116,227 S 122,620 

38,499 
239,984 
122.620 

MM Year I I E 32, i22  
V. NOTES: 1 t 5 0 3 1  

NN Net MW chenge (summer) 1 +20c 

S 3E.3el I S 40.492 S 40,492 
I 418.571 1 5  441,596 Z 41,596 

New NSC New NSC New NSC 
lwemenial OBM fncn?mental OBM lnvemental OLM 

7F++' 7F++' 7F+++' 
GCTBGHRSG 6CTK6HRSG 6CT86HRSG 

Exlstlng Existing Existing 
no no no 

+953 i -053 +967 

2002 2004 

New NSC 

Equipment Available 
W Equipment 1 C T  * 'G' 7F++' 

2CTUHRSGBlS' 
Tower 
no 

Existing I "Q 

PP Cooling 
QQ SCRs 
RR Back-up Fuel Adder 1 s  2.500 

gen alternatives 
I 

5/12/98 1052 AM 
t 3.5H 

Page 4 
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Docket No. 001 148-E1 
L. Kollcn Exhibit No. - (LK- 10) 
Sanford Comparisons 

SUMMARY OF GENERATION ALTERNATIVES 
IRP 5899 

APRIL 9, 1999 

J / -  Page 14 of 17, J - /  
Now Generation Ahemalrves I 

5 6.987 
5 0,384 
S 60.088 
S 95,023 

s 1,210 
224,;lO 1 5 .  226,000 

S 5.872 $ 7.202 
5 8.290 S 8.642 
S 51.829 S 61,935 
t 93,953 I 97.944 

F /Labor 8 Eauipment { S 35.586 I S  95.586 I $ 1w.000 
G ITotal Direa Cosl 1 5  321.006 I $ 319.796 I S 331.210 

s - s  
I 6,724 
5 8,494 
I 62,643 
5 96.265 
5, 179,789 
S 253,915 

+400 
New NSC 

PC 

Rescwolr 

.~ 
H Construuion lndrreas 
I bcensing I 6.000 1 5.;00 1 G,&IO 
J Proled Suppon 4,100 S 3,608 6 4.220 

- I  
S - s  
I - I  712 
S - 1 5  1,246 
f 15.103 Z 82,922 
I 28.048 5 93,065 a 

0 
LD 

New NSC New NSC 0 
0 
0 

2002 tD 

5 43.150 f 4 $77,944 I cv 
+149 + a 0  

7F7241 I 7F 7241 Foggers 
Slmple Cycle 2CT&2HRSGIIST 

WA Tower 

K lcontmgency 1 5  10.244 I L e.512 1 f 10,657 
L lfotal lndireu cost 1 5  20.344 f f 17.620 1 S 20.877 

PP 
QQ 

- 

M SIKW Net Summer s e53 s 844 s aeo 
U ISMW Net Wmer 1 E 849 I S 839 I S 876 

1 i y  0th; 1 i y  Others - I S  By 0 t h : ~  

Cooling Towr  Reservoir Tomr 
SCR's yes - SNCR yes - SNCR yes - SCR 

Q Railroad & Carr 1 s 8.000 I s a.ooo 1 s 8.000 
R !Total Ofher Cost 1 S 6.000 1 S 6.000 1 5  8.000 

Rf? BadrUp Fuel Adder 

I Y IHeat Rate btulkwt, %F 75% I 9,700 I 9,700 1 9,600 

t 3.000 I 3.000 t 3,000 

Z JHeal Rate blulkwh 75F 50% I 10.200 ] 10.200 I 10.100 
AA )Esuw. Avail % I 97%] 97% 

15dO I 10.70 I 10.66 , 603 1 1 4 9 7  1 4 9 7  
GG lcapital Replacz (5mmr) 2.00 

1 1V. SPENDING CURVES 1 
HH I Year 6 S 1.397 $ - 1 S 1 4 4 0  
II 

JJ 
KK 
tL 

Year 5 
Year 4 
Year 3 
Year 2 

MM I Year 1 I S l f7 .470 I S 175.471 I S 182.924 
I V. NOTES: 1 5  39.350 I S  345.416 1 5  360.087 

New NSC New NSC New NSC I +400 I +400 I +400 Net M W  ehrnge (summer) 

Equipment Available 

LO0 PC 150 SC - F 502 CC - F 

Martin Existing Site Greenfe,;: 
Simpte Cycle 722: I 

I 
I 
I 30 4 2.: 

27 6 I 2.: 

10.000 

*;. - 
3.200 

f. -' . 10,100 I 13.500 7,718 
98%( 96% 

13.96 I 0.72 i 5.18 t 
1 

3.32 
1.603 1 0.59 

3 aol 0.00 

yes - SCR - no 
Included 

"- 



APRIL 9, 1999 

I 5.105 

? ES.3.36 

*3w 
New f:SC 

2005-2005 
ATS.  'H' 

c ?$52f 

z 17~.~:,7 

DOCkcf NO. 00 I 148-E1 
SUMMARY OF GENERkTlON ALTERNATIVES L. Kollcn Exhibit No. ___ (LK-IO) 

z 074 

2 65.302 

+312 
New NSC 

200w 
'G' 

.r 58,185 

t i 2 4 . w ~  

IRP 1995 Sanford Comparisons 
- Page 15 of 17 

New Generation Ahernatrves I I I 

II 

JJ 
KK 
U 
MM 

Alternatives: 

, V. NOTES: 

.__I_ 

F 1 Laoor d Ecuiornen! 
G ITotal Drrect Cost 

NN 

I 

t i  Construaion indireas 
I Licenscng 
J Prolee: Suppor: 
K Caniingency 
L Total inairea Cos: 
M S/KW Net Summer 
N I SlKW Ne! Winter 
0 Fuel Exeansior 
P I Transmission Expansion 

- 

Net MW change (summer) 

0 /Railroad 6 Cars - 
R (Total Mner Cos1 

& , ~ g g a & @ ? & ~ i  . - -  

U ISlKW Net Winter 
II. PLANT CHARACTERISTICS 

x) 

PP 
OQ 

Y Heat Rate btuikwh 75F 75% 
Z I Heal Rate b t W h  75F 50% 

Equipment 

Cooling 
scR'6 

GG ICaonal Replace (Smmlyr) 
1 IV. SPENDING CURVES 

HH 1 Year 6 
Year 5 
Year 4 
Year 3 
Year 2 
Year 1 

]Equipment Available 

1 RR IBackUp Fuel Adder 
new alrernauves rev4Yb XIS 

kecowe: 

PFM Unr: 1S2 

b 5,282 
i 5,865 
L 5.284 
i 16.432 
L 281 

75: 

> i7.9 06 

b 27.906 

5 276 

.-- 
bZ5 *&'e 3,595 

7.171 
7 . n a  
s55 
1.5 
i 05 

3.40 
0.368 
9.20 

s 
5 10.304 
s 14e,50f 
I 138,864 
s 117,?47 
s 26,007 
I 440.827 

4 5 3  
New NSC 

7F 7244 FogBern 
GCTQ6HRSG 

Existing 
no 

5 

5 
s 39.632 
s 
s 39.532 

1,038 

7,203 
i,752 

55% 
1.5 
1.0% 

3.08 
0.39 
6.33 

C * 

s 31,400 
f 119.450 
I 91,714 
5 42.096 
5 16,004 
t 300.663 

407 
New NSC 

76 7241 F O ~ Q C F ~  
4C764HRSG 

no 
Extstlng 

8 
Page 5 

7.762 7.237 1 7,710 
95% 

0.39 ! 0 7 1  I 0 70 
6.33 I L 5 i  f 2 5 %  I 

5 
c 31,400 
S 119.450 
S 91,714 
5 42.096 
f 16,004 
s 300,6G3 

4 0 7  
New NS C 

I_ 

7F 7221 Foggcrs 
4CTB4HRSG 

Exlstrng 
no 

s 



APRIL 3, 2000 SUMMARY OF GENEWIT1OI.I /\LTERNXTIVES 
IRP 2OOC 

AIOCkCL 1YO. UVL l ' t o -L~  

L. Kolien Exhibit No. __ (I& 1 C 
Sanford ch&ons 

New Generation Alternatives T I E  
Alternatives: 6 0 0 C C - G  1 60CCC-G * 

Greenheib 

PerrnitlEng/Fsb (monlhs) 1 2.c 
1. CONSTRUCTION 11000) 2000 $ 

Existing Srie 

2c ! 

i $?.zoc I sc 

F (Labar 6 Eauroment 
G )Total Direct Cost i S297.821 I 5290,215 

H )Construction Lnoireas I sc 

1 S2C.50; s253c 
I Licensing 
J Projel  Supporl 

L Total Indtrec: Cos: 
M ISlKVIl Net Summer 

K Contingency I 516W~ 
I 53s.04; 
I 1545 

~ 

N Is;ncW Net Winter I Sf?': 
0 /Fuel b a n s i o n  I 6y Fuels 
P ~ t ~ ~ m i s l o n  m a n s i o n  
0 Railroad 6. Cars 
R Total Other Cost I so 
S lGrand Tomi Cost I 5336.662 

1 6) ~ o D e l i v  

v lNet Win 7SF Capabilny (mwl 1 e 3  

I Heat Rate b t M  75F 75% 6.96s 
2 Heat Rate bluArwh 75F 50% 7.464 

AA Equrv.Avail W 96% 
1 5  

59% i 41% ++ 
Year E $0 
Year 5 sc 
Year 4 $4.375 
Year 3 $1 10.491 
Year 2 ~181,SOG 

MM I Year 1 S0.067 

NN Itvet t d ~  change {summer) 

HI4 I 
If $ 1  U 

1 V. NOTES: 
4 1 8  

New NSC 
30 

2000+ 
"G' 

ZCT 6 2HRSG 
Tower 
YES 

P!ant Life Years 
Eouipmenl Available 

00 Equipment 

PP &ling 

SC I 
s2,ooc I 

s19.030 1 
512 ces 
5%,.3&5 

5525 

By Fuels 
WE I 

6, PwrDeln/ , 
SG I 

SG 
21324,600 

-- 
683 
694 

E,!?& 
7.464 
96% 
1.5 

1 .O% 

wsgam 

--- -5 
2 . w  

26% I 7 P S ;  

-_I_- 

sc 
sc 

S4.220 
SlOi,465 
S 175.284 
f3E 627 

* l E  
New NSC 

30 
2CQ'3+ 
'G" 

2CT 6 2HRSG 
Tower 
YES 
$7.000 

--- 

512 i 51;: i le5 i 401 I 401 

0.5 4.0 4.0 
1 .E; 3 .O% 3.0% 

2.00 2.00 

$1.397 $0 
Sr $11,637 $10.456 

$2.601 Z2 29E I1 3.384 S 13.290 
565,613 $60.495 cc 570,086 571,829 

s10e.021 199 59: S1C.924 $110.023 5108.953 
5197.411- S195.472 ."--- 57i $4:  

-- 
+d81 + 1 M +400 +400 

New NSC New NSC 
2: 30 30 30 

2052 
1 CFB 1 CFB 

Resetvoir Tower Tower WA Tower 

35.500 $5.500 lniludcd s3.600 $5,000 
yes - SNCR V S  - SNCR no 
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APRIL 3,2000 SUMMARY OF GENEWTlOt; ALTERNATIVES 
IRP-2000 

I I: I Yea: E. 

Ys: , Yea: 3 
Y e a r 2  

JJ j Year 4 

I :dl Year 1 
; V NOTEA. 

Nt: t4et M w  mange (summer) 

piant Ltte Years 
Equipment Available 

Dc, Equipment 

Cooling 
SCUs 

[ d 1Back-U~ Fuel Adder 

I CONSTRUCTION 11000) 2000 4 

$13.915 512 409 SZi.E.9: $C i S::ES 
a13 M2 $13 44:  S!CE..c4Z 3 5  
571 935 S72.643 567.26E L50.0? 0 
5112.46: 5111,265 _.." C ? C  377 1 f 136.21 5 
S202.824 519: 78C Si617 t25225t  

515 425 
5110 575 
$174 EEL 
C3?i 56i 

+C 

I 
I _  ! 

+.coo +do0 4 0 7  
New NSC New NSC New NSC +c I 3c 30 30 3c 3c 

i 
PC PC IF 7241 F w n  2 CFE 4 Conv Eotlzrs 

L c a s e  E&. End 4CTA4HRSG 

Tower Reservoir Exrstlng Tower Reservoir 
yes - SCR yes - SCt? nc yes - SNCF. y e t .  SCR 

13.000 f3.600 S t  IC I SO 

. - - ~ _ _ .  

lE% I 5 SZ 

0 39 3.0s I 0 5 2  

20(!  
11 $0 I 89% I :.%. 189% i 6 0 i  

I 

184E 13.96 

1.6G 1 1.60 

3oc E 119 

% Manpower/ % Metenal. Equip 64% t 16% 80% 120% 00Y0 I 20Ctr I 70% 130t/, 

E/; Manpower/ W Matenal, Equip 15% ESSr 1 
! .  ( I&'. SPENDING CURVES 

$C SO Year B I $1 4 0  I SG 
SG 
so 
so 
so 

s2.364 
s1.364 
+O 

Exlslrng 

Reseworr 
NO 
so 
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Docket No. 001 148-El 
L. Kollen Exhibit No. - (LK-I 1) 
8/99 Sanford Cast Estimate 

Ft Myers and Sanford Rgpowering Projects 
5-YearForecast Differences ... October 1998 - August 1999 

ft Myers Repowerinu .-. Power Generation 

$998 

1999 

2000 

2001 

2002 

2003 

Total Farecast 

5-year 
Forec~sts 

October I998 

t i0  l I ) l ,OOO 

$147 91)5,000 

$1 47.4 f6.000 

$1 18 434,000 

$27,668.000 

$0 

5421,524,000 
- 

5-year 
Forecasts 

Auaust i s @  

s10,3ea,ooo 
$149,015,000 

$191,624,000 

$49,f51,000 

$18,395,000 

$5,501,000 

$424,074,000 

Sanford Reuowerinq ... Power Generation 

5-year &year 
Farecasts Forecasts 

October 1998 AUQUSt 1999 

1998 s7a7,ooo $88,000 

1999 $62,334,000 $55,aos,uoc1 

2000 8156,579,000 $271,953,000 

2001 $91 ,iai,ooo $149,395,000 

2002 $95,085,000 $58.609,000 

2003 $31,451,000 $15,217,000 

Total Forecast $437,407,000 $546,067,000 
__I_ 

_... Cha-ngg 

8287,000 

$1.1 10.000 

$74,208.000 

($69,283,000) 

($9,273,000) 

55.501,OOO 

$2,550,000 

Chanae 

($69Q,OOO) 

($6,579,000) 

t115.434.000 

$53,214,000 

($36,476,000) 

($16,234,000) 

$708,660,000 

00421 522 
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L. Kolicn Exhibit No. -(LK-I2) 5 9 5 m w o  Sanford Transmission Facilities Cost 

- H  . z ;% 10/29/98 

0 
2 

I 

a 
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L. Kolien Exhibit No. I_ (LK- 15) 
Changes in Timing of Project Costs 
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L. Koflcn Exbibit No. __ (~K.16)  

and Post-Septembw I 1 ,  2001 
Esktes for 2002 and 2005 
h g C  2 O f 4  

Sales 
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Docket No. 001 148-EI 
L. Kollen Exhibit No. - (LK-17) 

* FPL-FiberNtt Asset Sale 

Florida Power & Light Company 
Uocket No. 001 14.8-EX 
OPC Third Rqutct For Production of Documents 
Request No. 89 
Page 1 of 1 

Q. 
Please provide the agreerncnr(s1 between FPL and FPL FiberNet for the sale 2nd purch3se of FPL's siber 
optic assets. 

A. 
There IS no written agreement of purchase an5 sale for the transfer o! the assets n quesrlon. The assers 
were transferred on the basis of two independent appraisals and pursuant to a refease from the u!iltty's 
mortgage and deed of trust. 

60006795 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 

PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 1 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SIJRCHARGE ) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY IJTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

21. Please refer to Appendix A to Mr. Hill’s testimony and provide a detailed list of each and 
every regulatory proceeding in which he has testified including the jurisdiction, case or 
docket number, style or name of the case, regulated company, party represented, 
regulatory authority, date of the testimony and a brief description of the topics in the 
testimony. 

RESPONSE: 

/ 

Please see “HillCaseL,ist.doc” attached and included in electronic format on attached CD. 

26 



STEPHEN G. HIL,L, 
EXPERT TESTIMONY 

WEST VIRGINIA 
Testimony on behalf o f :  Consumer Advocate Division of the WV Public Service Commission 

Case No. 80-039-G-42T - Holden Division, Southern Public Service Company; cost of capital I capital 
structure 

Case No. 80-040-G-42T - L,ogan Division, Southern Public Service Company; cost of capital / capital 
structure 

Case No. 80-041-G-42T - Man Division, Southern Public Service Company; cost of capital / capital 
structure 

Case No. 82-207-W-427: - Huntington Water Corporation; cost of capital I capital structure 

Case No. 82-162-E-42T - Appalachian Power Company; cost of capital I capital structure 

Case No. 82-334-E-42T - Wheeling Electric Company; cost of capital I capital structure 

Case No. 82-38O-G-42T - Columbia Gas of West Virginia; cost of capital I capital structure I equity cost 
penalty 

Case No. 82-391-E-42T - Virginia Electric Power Company; cost of capital I capital structure 

Case No. 82-580-E-GI - Potomac Edision Electric Company;"show cause" hearing; cost of capital I capital 
structure 

Case No. 82-561-W-42T - West Virginia Water Company; cost of capital I capital structure 

Case No. 82-615-G-42T - Equitable Gas Company; cost of capital I capital structure 

Case No. 83-030-E-GI - Appalachian Power Company (file1 review) ; engineering issues I line loss 

Case No. 83-170-W-42T ." Huntington Water Corporation; cost of capital I capital structure I double 
leverage 

Case No. 83-3 16-G-42T - Milton Division, Southern Public Service Company; cost of capital I capital 
structure 

Case No. 83-3 17-G-42T - Holden Division, Southern Public Service Company; cost of capital I capital 
structure 

Case No. 83-3 18-G-42T - Montgomery Division, Southern Public Service Company; cost of capital I 
capital structure 

Case No. 83-3 19-G-42T - Logan Division, Southern Public Service Company; cost of capital I capital 
structure 

Case No. 83-320-6-42T - Boone Division, Southern Public Service Company; cost of capital I capital 
structure 



Case No. 83-321-(3-42T - Man Division, Southern Public Service Company; cost of capital I capital 
structure 

Case No. 83-383-E-GI - Appalacian Power Company (fuel review); engineering issues I line loss 

Case No. 83-333-6-42T - Penzoil Company; cost of capital I capital structure 

Case No. 83-41 1-E-42T - Virginia Electric and Power Company; cost of capital I capital structure 

Case No. 83-648-G-SC - Columbia Gas of West Virginia I Allegheny and Western Energy Corporation 
(special hearing to investigate a buy-out of Columbia by A&W); financial integrity of pmchasingcoinpany I 
potential ratepayer impact 

Case No. 83-692-E-42T - Appalachian Power Company; cost of capital / capital structure 

Case No. 84-008-W-42T - West Virginia Water Company; cost of capital I capital structure I double 
leverage 

Case No. 84-191-E-421: - Wheeling Electric Company; cost of capital I capital structure 

Case No. 84-173-W-423: - Huntington Water Corporation; cost of capital I capital structure I double 
leverage 

Case No. 84-250-T-42T - West Virginia Telephone Company; cost of capital I capital structure I double 
leverage 

Case No. 84-168-E-42T - Monongahela Power Company; cost of capital I capital structure 

Case No. 84-733843-421: - Hope Gas, Incorporated; cost of capital I capital structure 

Case No. 84-875-E-427- - Potoniac Edison Electric Company; cost of capital I capital structure 

Case No. 84-747-T-421: - Chesapeake and Potoniac Telephone Company of West Virginia; cost of capital I 
capital structure 

Case No. 84-861-(3-42T - Consumer's Gas Company; cost of capital capital stnicture 

Case No. 85-179-W-42T - Huntington Water Corporation; cost of capital I capital structure I double 
leverage 

Case No. 85-289-6-42T - Penzoil Company; cost of capital I capital structure 

Case No. 85-204-W-42T - West Virginia Water Company; cost of capital / capital structure I double 
leverage 

Case No. 85-222-T-42T - Continental Telephone Company of West Virginia; cost of capital / capital 
structure I double leverage 

Case No. 85-405-G-30C - Mountaineer Gas Company; investor attitudes toward company's gas supplier and 
owner-Allegheny and Western Energy I affiliated transactions 

Case No. 85-5.53-E-PC - Utilicorp United, Inc.; incremental cost of capital charges borne by ratepayers due 
to buy-out of Virginia Electric and Power's West Virginia service territory by Company 

Case No. 85-536-E-42T - Virginia Electric and Power Company; cost of capital I capital structure 

Case No. 86-008-G-42T - Southern Public Service Company; cost of capital I capital structure 



Case No. 86-524-E-SC - Monongahela Power Company ("show cause" proceeding); cost of capital I capital 
structure 

Case No. 86-212-W-42T - West Virginia Water Company; cost of capital I capital structure 

Case No. 86-341-W-42T - Huntington Water Corporation; cost of capital I capital structure 

Case No. 86-587-E-42T - Wheeling Electric Company; cost of capital I capital structure 

Case No. 86-604-G-42T - Mountaineer Gas Conipany; cost of capital I hypothetical capital structure 1 
management efficiency I equity return penalty 

Case No. 86-780-T-42T - General Telephone Company of the South; cost of capital I capital structure 1 
rural telephone company operating risk 

Case No. 88-097-(3-42T - Consumer's Gas Company; cost of capital hypothetical capital structure 

Case No. 88-685-T-42T - General Telephone Company of the South; cost of capital I capital structure I 
earnings stability 

Case No. 88-3 1 I-G-PC ~ Hope Gas, Inc.; financial condition of Company 

Case Nos. 89-439 and 87-434-G-30C - Hope Gas, Inc.; ability of Company to refund purchased gas 
overcollections 

Case No. 89-206-T-42T - Contel of West Virginia; cost of capital I capital structure 

Case No. 89-481-6-42T - Equitable Gas Company; cost of capital I capital structure 

Case No. 89-498-W-42T - West Virginia-American Water Co.;cost of capital I capital structure 

Case No. 89-640-6-42T - Mountaineer Gas Company; cost of capital I capital structure 

Case No. 90-243-E-42T - Wheeling Electric Power Company; cost of capital I capital structure 

Case No. 90-522-T-42T - GTE South; Telephone utility operating risk I ratemaking capital structure 1 cost 
of capital 

Case No. 90-504 -E-42T - Monongahela Power Company; capital structure, cost of capital, flotation cost 
issues 

Case No. 90-888-G-42T - Equitable Gas Company; capital structure, cost of equity, inflation adjustment 

Case No. 91-025 G 4 2 T  - Hope Gas, Inc.; capital structure, earnings volatility analysis, cost of capital, 
flotation cost issues 

Case No. UT-09-087 1 - Frontier Communications/Verizon merger; Financial Issues related to merger. 

ARIZONA 
Testimony on behalf of : Az. Corporation Commission, Residential Utiltiy Consumer Office 



Docket No. U-1933-88-280 - Tucson Electric Power Company; cost of capital / capital structure / 
unregulated subsidiary risk 

Docket No. U-1551-89-102 - Southwest Gas Corporation; cost of capital I actual v. hypothetical capital 
structure / use of jurisdictional capital structures 

Docket No. U-1345--90-007 - Arizona Public Service Company; cost of capital / capital structure / electric 
utility dividend policy I recommended dividend policy for AF'S I electric utility industry diversification 

Docket No. U-1551-90-322 ~ Southwest Gas Corporation; cost of capital I actual v. hypothetical capital 
structure I use of jurisdictional capital structures 

Docket No, U-5555-91-333 - US West, Inc. - capital structure / cross-subsidization of unregulated by 
regulated operations I operating risk analysis I cost of equity capital [case settled after filing of testimony] 

Docket No. IJ-1933-92-101 - Tucson Electric Power; engaged by Commission Advisory Staff to review and 
analyze Company filing and intervenor testiniony in TEP financial reorganization case 

Docket No. E-1032-93-073- Citizens Utilities - Arizona Electric Division ; cost of capital / capital structure 

Docket No. E-1032-92-183 - Citizens Utilities - Agua Fria Water Company; cost of capital / capital 
structure 

Docket No. E-1032-93-203 - Citizens Utilities - Northern Arizona Gas Division; cost of capital / capital 
structure 

Docket No. E1032-93-183 - IJS WEST Communications - Arizona ; cost of capital I operating risk I capital 
structure 

Docket No. U-155 1-93-272- Southwest Gas Corporation; cost of capital / capital structure 

Docket Nos. U-1933-95-069 and -3 17 - Tucson Electric Power; holding company restructuring, cost of 
capital, capital strucutre, settlement issues 

Docket Nos. E-1032-95-417, et. al. - Citizens Utilities Maricopa WatedWastewater Division; cost of 
capital I capital structure / leverage-risk adjustment 

Docket No. E-1032-95-433 - Citizens Utilities Arizona electric Division; cost of capital / capital structure 1 
leverage-risk adjustment 

Docket No. E-1032-95-473 - Citizens Utilities Northern Arizona Gas Division; cost of capital / capital 
structure / leverage-risk adjustment 

Docket No. U-1551-96-596 - Southwest Gas Corporation - cost of equity capital I capital structure 

Docket No. T-0105 1B-99-105 - IJS WEST Cornmunications - Arizona ; cost of capital I operating risk I 
capital structure 

Docket No. G-01551A-00-0309 - Southwest Gas Corporation - cost of equity capital / capital structure / 
debt refinancing 

Docket No. E-O1245A-03-04437 - Arizona Public Service Company - capital structure I cost of conmon 
equity I restructuring issues 

Docket No. 6-01551A-04-0876 - Southwest Gas Corporation - cost of equity capital / capital structure 1 
recapitalization plan 



Docket No. E-0 134SA-05-08 16 - Arizona Public Service Company - capital structure / cost of conmoii 
equity / restructuring issues 

Docket No. G-015.5 1A-04-0876 - Southwest Gas Corporation - cost of equity capital / capital structure / 
recapitalization plan 

Docket No. E-0134SA-0.5-08 16 - Arizona Public Service Conipany - capital structure / cost of common 
equity / restructuring issues 

CALIFORNIA 
Testimony on behalf of : Utility Consumers Action Network (UCAN) and Toward Utility Rate 

Normalization (TURN) (1 992), Federal Executive Agencies (2007) 

Application Nos. 92-0.5-010 through 01.5 - Annual Cost of Capital Proceeding; cost of equity capital 

Application Nos. 07-05-003 through 008 - Annual Cost of Capital Proceeding; cost of equity capital 

CONNECTICUT 
Testimony on behalf of the Office of Consumer Counsel 

Docket No. 01-0.5-19PH01 -Yankee Gas Services Company- capital structure / short-term debt / cost of 
equity capital 

Docket No. 10-02-13 - Aquarion Water Company - capital structure/ corporate structure/cost of equity 
capital 

DISTRICT OF COLUMBIA 
Testimony on behalf of : DC Peoples’ Counsel 

Formal Case No. 916 - Washington Gas Light ~ review the application to issue securities 1 projected 
financial statements / recormnended alternative financing plan 

GEORGIA 
Testimony on behalf of the Governor’s Office of Consumer Utility Counsel 

Docket No, 14000-U - Georgia Power Company - Testimony on capital structure and the cost of equity 
capital / comparable earnings 

Docket No, 1461 8-U - Savannah Electric & Power Company - Testimony on capital structure and the cost 
of equity capital / comparable earnings 

Docket No, 18300-U - Georgia Power Company - Testimony on capital structure and the cost of equity 
capital / investor required market return 

Docket No. 18638-U - Atlanta Gas Light - Testimony on capital structure and the cost of equity capital 

Docket No. 19758-U - Savannah Electric and Power Company- Testimony on capital structure and the 
cost of common equity 

Docket No. 20298-U - Atinos Energy - Testimony on cost of common equity and capital structure 



HAWAII 
Testimony on behalf of Department of Commerce; the County of Kauai, Department of Defense 

Docket No. 7585 - GTE Hawaiian Telephone - Testimony addressed the financial and cost of capital 
impacts of a surcharge designed to recover weather-related damages. 

Docket No. 7.579 - GTE Hawaiian Telephone - capital structure/ operating risk / cost of equtiy 

Docket No. 94-0097 - Citizens Utilities Kauai Electric Division - riskheturn requirements within a 
regulatory framework regarding natural disasters 

Docket No. 94-0298 - GTE Hawaiian Telephone - capital structure / cost of equity capital 1 weather-related 
damage risk 

Docket No. 95-005 1 - Proceeding to Examine the Establishment of a Self-Insured property Damage 
Reserve for Public Utilities in the State of Hawaii - riskheturn requirements within a regulatory framework 
regarding natural disasters 

Docket No. 04-0104 - Purchase of Verizon Hawaii by the Carlyle Group; developed position on financial 
requirements for Consumer Advocate 

Docket No. 04-01 13 - Hawaiian Electric Company, Testimony on cost of equity capital and capital 
structure. 

Docket No. 06-0386 - Hawaiian Electric Company, Testimony on cost of equity capital and capital 
structure. 

Docket No. 10-0083 - Hawaiian Electric Company, Testimony on cost of equity capital and capital 
structure, cost of capital impact of decouplin 

ILLINOIS 
Testimony on behalf of : the City of Chicago and the Illinois Attorney General 

Docket No. 91-0586 - The Peoples Gas Light and Coke Company; capital structure / prqjected capital 
structure / cost o f equity capital / focus on analysts’ projected growth rates 

Docket No. 92-0448 - Illinois Bell Telephone Company - Alternative Regulation case, testimony on capital 
structure / cost of capital 

Docket No. 95-0032 - The Peoples Gas Light and Coke Company; capital structure 1 projected capital 
structure / cost o f equity capital 

Docket No. 95-0031 - North Shore Gas; capital structure /projected capital structure / cost o f equity capital 

INDIANA 
Testimony on behalf of : Ofice of Utiltiy Consumer Counselor 

Cause No. 38880 - Indiana-American Water Company; cost of capital / capital structure 

Cause No. 39641 - Indiana Cities Water Corporation; cost of capital I fair value rate base 

KANSAS 



Testimony on behalf of the Citizen’s Utilities Ratepayer Board 

Docket No. 186,371-U 93-GIME-391-GIE - Commission investogation of (j 712 Standards of the Energy 
Policy Act of 1992, comments on purchased power agreements. 

Docket No. 01-WSRE-436-RTS - Western Resources - capital structure I cost of equity I capital structure 
implications of spin-off of unregulated operations 

Docket No. WSRE-949-GIE - Western Resources - review of company plans to separate electric utility 
business from unregulated business 

Docket No. 03-KGSC-602-RTS - Kansas Gas Service Company - capital structure I convertible preferred 
stock I cost of common equity I overall cost of capital 

KENTUCKY 
Testimony on behalf of the Office of Attorney General, and Kentucky Industrial Utility Customers 

Case No. 2008-00427 - Kentucky-American Water Company - capital structure I cost of equity I use of 
book value capital structures 

Case Nos. 2020-00 16 1, 162 - Kentucky Utilities Company and L,ouisville Gas & Electric Company - 
capital structure I cost of equity I impact of eiivironmental surcharge regulation 

LOUISIANA 
Testiniony on behalf of : L,ouisiana Public Service Commission Staff 

Docket No. U-20925 - Entergy L.ouisiana, Inc. - Annual Rate Review/ Formula Rate Plan I FRP 2000 and 
FRP 200 1 - Testimony on the cost of common equity capital 

MAINE 
Testimony on behalf o f :  Public Advocate 

Docket No. 84-104 - Continental Telephone Company of Maine; cost of capital I capital structure I double 
leverage 

Docket No. 85-1.59 - New England Telephone and Telegraph Co.; case settled; prepared settlement position 
for Public Advocate 

Docket No. 86-242 - Bangor Hydro-Electric Company; cost of capital I capital structure I relative risk I 
recapitalization options 

Docket No. 89-68 - Central Maine Power; cost of capital I capital struchire I flotation and market pressure 
cost issues 

Docket No. 89-354 - Maine Water Company; cost of capital I capital structure 

Docket No. 90-001 - Bangor Hydro-Electric Company; cost of capital I capital structure 

Docket No. 90-076 - Central Maine Power; cost of capital I capital structure I flotation and market pressure 
cost issues 

Docket No. 90-085- Central Maine Power Company; decoupling risMcost of capital 

Docket No. 93-005 and 93-145 - Consumers Maine Water Company; cost of capital impacts of merger, cost 
of equity, capital structure (testimony on behalf of municipal and industrial intervenors as well as Maine 
Consumer Advocate) 



Docket No. 97-016 - Central Maine Power - Mid-period Review of Alternative Rate Plan, cost of capital, 
capital structure issues. 

Docket No. 97-580 - Central Maine Power - Stranded Cost Review/Transmission & Distribution Rate 
Case, cost of capital, capital structure, relative risk of distribution operations 

Special Project for Maine Public Advocate - Gas distribution cost of capital, merger risk. 

Docket No. 2001-249 - Community Service Telephone Company - capital structure / company financial 
history / cost of equity 

Docket Nos. 2002-99/2002-100 - L,incolnville/Tidewater Telecom - capital structure / cost of common 
equity capital 

Docket Nos.2002-747,2003-34, 35, 36, and 37 - FairPoint New England Telephone Companies; testimony 
on capital structure, cost of common equity. 

Docket No. 2004- 1 12 - Bangor Hydro-Electric Company; testimony on capital structure; market-based cost 
of common equity, overall cost of capital 

Docket No. 1 12/339 - Bangor Hydro-Electric Company; Central Maine Power; stranded cost hearings, 
lower risk of guaranteed returns, cost of common equity capital for electrics 

Docket No. 2005-155 -Verizon Maine - Alternative Form of RegulatiodRate Proceeding; cost of equity 
capital for a local distribution company and capital structure / competition 

Docket No. 2007-2 1.5 - Central Maine Power; cost of capital / capital structure / market risk premium issues 

MARYLAND 
Testimony on behalf of : Maryland Peoples’ Counsel 

Case No. 8 119 - Maryland Natural Gas Company; cost of capital / capital structure (current and pro-forma) 

Case No. 8 191 - Maryland Natural Gas Company; cost of capital / capital structure (current and 
hypothetical) / earnings stability 

Case No. 8469 - PotoinacEdison Company; capital structure, cost of capital, flotation cost issues, 
purchased power issues 

Case No. 8725 - Baltimore Gas & Electric Company and Potomac Electric Company merger application. 
cost of capital / capital structure for individual and combined companies 

Case No. 8774 - Potomac Edison (Allegheny Energy) - cost of equity, capital structure, merger issues 
(APS-DQE) 

Case No. 8794/8804 - Baltimore Gas & Electric Company - Electric Restructuring, cost of equity capital 
for integrated electrics, T&D, merchant power plants, capital structure and regulatory policy issues. 

Case No. 8795 - Delmarva Power & Light Company (Connectiv) - Electric Restructuring, cost of equity 
capital for integrated electrics, T&D, merchant power plants, capital structure and regulatory policy issues. 

Case No. 8796 - Potomac Electric Power Company- Electric Restructuring, cost of equity capital for 
integrated electrics, T&D, merchant power plants, capital structure and regulatory policy issues. 

Case No. 8797 -Potomac Edison Company (Allegheny Energy) - Electric Restructuring, cost of equity 
capital for integrated electrics, T&D, merchant power plants, capital structure and regulatory policy issues. 



Case No. 88 19 - Washington Gas Light Company - Alternative Regulatory proposal, cost of capital, capital 
structure, regulatory policy issues. 

Case No. 8829 - Baltimore Gas and Electric Company / Gas Division - cost of capital, capital structure 

Case No. 8890 - PepcoDehnarva Merger - financial and capital structure issues related to the proposed 
merger 

Case No. 8883 - Baltimore Gas & Electric Company - business separation of Constellation Energy - 
financial and capital structure issues related to the proposed business separation 

Case No. 8920 - Washington Gas Light Company - Capital structure, cost of capital 

Case No. 8959 ~ Washington Gas Light Company - Capital structure, cost of capital 

Case No. 8994 - Delmarva Power & Light - Capital structure, financial cross-subsidization, cost of capital 
benchmark for merger review. 

Case No, 8995 - Potornac Electric Power Company - Capital structure, financial cross-subsidization, cost 
of capital benchmark for merger review. 

MASSACHUSETTS 
Testimony on behalf of: Attorney General of Massachusetts 

Docket No. 09-30 - Bay State Gas Company - Cost of equity/ Financial market conditions/ Decoupling 
Impact on Cost of Equity Capital 

MINNESOTA 
Testimony on behalf of: Minnesota Department of Public Service 

Docket Nos. P-442,532 1 , 3  167,466,42 1/CI-96-1540 - US WEST Communications - Unbundled network 
elements cost proceeding - cost of equity/ capital structure 

Docket Nos. P404 et. Al./CI-oo-712 - Sherbunie County Rural Telephone Company - Cost of equity/ 
capital structure/ relative competitive risk of rural telephone companies 

MISSOURI 
Testimony on Behalf of Office of Public Counsel / Missouri Public Service Conmission, Trigen Kansas 
City (Veolia Energy Kansas City) 

Docket No. TC-93-244, et al., Southwestern Bell Telephone Company; capital structure / optimal capital 
structure / cost o f equity capital 

Docket No. WR-95-145, St. Louis County Water Company, capital structure, cost of capital 

Testimony on Behalf of Missouri Public Service Commission 

Docket No. ER-97-394 - Missouri Public Service (UtiliCorp), cost of capital, capital structure (divisional 
cost of capital issues) 

Docket No. EM-97-5 15 - Western ResourcedKansas City Power & Light Merger, merger history, 
financial aspects and impacts of merger, analysis of company testimony, review of alternative regulation 
proposal 



Docket No. ER-2007-0002 and 0003 - Ameren-UE, cost of capital, capital structure, market value versus 
book value capital structure 

Docket No. HR-2008-0300 - Trigen-Kansas City Energy Corporation - capital structure, cost of equity 
capital, overall cost of capital 

Docket No. ER-2008-03 18- Ameren-UE, cost of capital, capital structure, overall cost of capital 

Docket No. ER-2010-0036-AmerenUE; Cost of equity capital 

File No. HR-2011-0241 - Veolia Energy Kansas City, Inc. - capital structure, cost of equity capital, overall 
cost of capital 

MONTANA 
Testimony on Behalf of the Montana Consumer Counsel 

Docket No, D9.5.7.90, Montana-Dakota Utilities Company; capital structure I embedded cost of debt 
refinancing costs I cost o f equity capital 

Docket No. D9.5.9.128, Montana Power Company, capital structure, cost of capital 

Docket No. D96.7.123, Great Falls Gas Company, capital structure, cost of capital, relative risk 

Docket No. D998.176 - Montana Power Company, Gas Utility Division cost of capital, capital structure 

Docket No. D2000.8.113 - Montana Power Company, capital structure, debt refinancing due to sale of 
generation plants I cost of capital 

Docket No. D2000.7.112 - Mountain Water Company I capital structure I cost of equity capital 

Docket No. D2002.5.59 - Montana-Dakota Utilities Company, cost of equity / capital structure / overall 
cost of capital. 

Docket No. D2004.4.50- Montana-Dakota Utilities Company, gas operations, cost of equity / capital 
structure I overall cost of capital. 

NEW MEXICO 
Testimony on behalf of the State Corporation Commission Staff 

Docket No. 92-291-TC, GTE Southwest, capital structure/ operating risk/ cost of equity capital I 
competitive risk 

Case No. 3008 US WEST Communications (before the State Public Regulation Commission), capital 
structure1 operating risW cost of equity capital I competitive risk 

NEW HAMPSHIRE 
Testimony on behalf of the Office of Consumer Advocate 

Docket No. DT02-110, Verizon New Hampshire; cost of common equity and capital structure in both a 
TELRIC and traditional rate base rate of return cases. 

Docket No. DE 04-177; Public Service Company of New Hampshire; cost of equity capital of integrated 
generation operations. 



Docket No. DE-06-028; Public Service Company of New Hampshiore, cost of equity capital, capital 
structure. 

NORTH CAROLINA 
Testimony on behalf of the North Carolina Department of Insurance 

Docket No, 942 - Private Passenger Automobile Insurance Rate Proceeding - cost of capital/fair rate of 
return 

Docket No. 1073 - Private Passenger Automobile Insurance Rate Proceeding - cost of capitallfair rate of 
return 

Docket No. 1174 - Private Passenger Automobile Insurance Rate Proceeding - cost of capital/fair rate of 
return 

Docket No. 123.5 - Private Passenger Automobile Insurance Rate Proceeding - cost of capitaVfair rate of 
return 

Docket No. 1407 - Private Passenger Automobile Insurance Rate Proceeding - cost of capital/fair rate of 
return 

OHIO 
Testimony on behalf o f :  Consumers' Counsel 

Case No. 8.5-1778-ELr-AIR - Monongahela Power Company; cost of capital / capital structure 

Case No. 87-1307-TP-AIR - General Telephone Company of Ohio; cost of capital / capital structure (actual 
and hypothetical) / earning stability I critical analysis of Conmiission's "standard adjustment'' for flotation- 
market pressure-financial flexibility 

Case No. 88-7 1 8-GA-AIR - Columbia Gas of Ohio; cost of capital / capital structure / issuance expense 
adjustment 

OKLAHOMA 
Testimony on behalf of the Oklahoma Corporation Cornmission; Attorney General of Oklahoma 

Cause No. PUD 001 190 - Oklahoma Natural Gas Company - cost of capitaV capital structure 

Cause No. PUD 920001342 - Public Service Company of Oklahoma - cost of capital / capital structure 

Cause No. PUD 940000477 - Oklahoma Natural Gas Company - cost of capitall capital structure 

Cause No. PUD 990000166 - Oklahoma Natural Gas Company - cost of capital/ capital structure 

Cause No. 200300076 - Public Service Company of Oklahoma - cost of capital/ capital structure/ leverage 
adjustment to cost of capital 

PENNSYLVANIA 
Testimony on behalf o f :  Office of Public Advocate 

Docket No. R-870719 - National Fuel Gas Distribution Corporation; cost of capital / capital structure / 
relative risk 



Docket No. R-891259 - Dauphin Consolidated Water Company; cost of capital / ratemaking capital 
structure / earnings variability 

Docket No. R-901609 - West Penn Power Company; capital structure, cost of capital, validity of the DCF 
model 

Docket No. R-912060- Shenango Valley Water Company; cost of capital / capital structure / risk premium 
volatility 

Docket No. R-922180 - Peoples Natural Gas Company; cost of capital / capital structure / business risk of 
utility operations 

Docket No. R-922420- Shenango Valley Water Company; cost of capital / capital structure 

Docket No. R-922378- West Penn Power Company; cost of capital / capital structure / risk premium 
reliability / purchased power risk 

Docket NO. R-00932798- Shenango Valley Water Company; cost of capital / capital structure 

Docket No. R-009438001- Columbia Gas of Pennsylvania ; cost of capital / capital structure / business risk 
of utility operations 

Docket No. R-00943252 - Peoples Natural Gas Company; cost of capital / capital structure 

Docket No. R-00953524 - PFG Gas, North Penn Gas; cost of capital / capital structure / use of preferred 
stock in ratemaking capitalization 

Docket No. R-00963858 - Equitable Gas; cost of capital / capital structure 

Docket No. R-00984280 - PG Energy, Inc., cost of capital / capital structure 

Docket No. R-0000.5119 - PG Energy, Inc., cost of capital / capital structure 

Docket No. R-00005277 - PFGNorth Penn Gas Company., cost of capital / capital structure 

Docket No. R-00005459 - TW Phillips Oil & Gas Company, cost of capital / capital structure 

Docket No. R-00027975 - York Water Company, cost of capital / capital structure 

Docket No. R-0003880.5 - Aqua Pennsylvania Water Company, cost of capital/ capital structure 

Docket No. R-00049884 - Pike County L,ight & Power Company; cost of capital/ capital structure 

Docket No. R-00051030 - Aqua Pennsylvania Water Company, cost of capital/ capital structure / market- 
value capital structures 

Docket No. R-00061346 - Duquesne Light Company, cost of capital/ capital structure/ market-value capital 
structure 

Docket No. R-2010-2161694 - PPL, Electric Utilities Corporation - cost of capital/capital structure 

Docket No. R-2010-2179.522 - Duquesne Light Company - cost of capital / capital structure / overall cost 
of capital 

RHODE ISLAND 
Testimony on behalf of: Rhode Island Division of Public Utilities 



Docket No. 2681 - Bell Atlantic - Rhode Island - Bell Atlantic’s Total Elemental L,ong Run Incremental 
Cost (TEL,RIC) Studies for Unbundled Network Elements Filed by the Company Pursuant to Sections 251 
and 252 of the Telecoinmunications Act of 1996 - capital structure I cost of equity capital 

SOUTH CAROLINA 
Testimony on behalf o f :  Division of Consumer Advocacy 

Docket No, 9 1-14143 - Piedmont Natural Gas Company; cost of capital I capital structure I use of short- 
term debt as permanent capital I operating risk analysis 

TEXAS 
Testimony on behalf of : Texas Attorney General, Austin Ratepayers Association, Office of Public 
Insurance Counsel, Office of Public Utility Counsel, Allied Coalition of Cities, 

Docket No. 5220 - Southwest Bell Telephone Conipany; cost of capital I capital structure I double leverage 

Docket No. 1 - City of Austin Electric Utility; cost of capital I debt service coverage ratio I municipal bond 
rating parameters I appropriate treatment of nuclear investment 

Docket No. 454-95-0966.G - Texas Automobile Insurance Plan Association Rate Hearing; cost of capital I 
profit factor 

Docket No. 454-95-12 18.G - Private Passenger and Commercial Autoniobile Insurance Benchmark Rate 
Hearing; cost of capital I profit factor 

Docket No. 4.54-95-1280.G - Residential Property and Catastrophe Insurance Rate Hearing - cost of capital 
I profit factor 

Docket No. 454-96-1640.G - Texas Automobile Insurance Plan Association Rate Hearing; cost of capital 1 
capital structure 

Docket No. 4.54-96-1 639.G - Private Passenger and Commercial Automobile Insurance Benchmark Rate 
Hearing; cost of capital I capital structure 

Docket No. 454-96-1638.G - Residential Property and Catastrophe Insurance Rate Hearing - cost of capital 
I capital structure 

Docket No. 454-98-0224.G - Texas Automobile Insurance Plan Association Rate Hearing; cost of capital I 
capital structure 

Docket No. 454-97-2 106.G - Private Passenger and Commercial Automobile Insurance Benchmark Rate 
Hearing; cost of capital I profit factor 

Docket No. 4.54-97-2 107.G - Residential Property and Catastrophe Insurance Rate Hearing - cost of capital 
I profit factor 

Docket No. 4.54-99-0408.G - Private Passenger and Commercial Automobile Insurance Benchmark Rate 
Hearing; cost of capital I profit factor 

Docket No. 454-99-0294.G - Residential Property and Catastrophe Insurance Rate Hearing - cost of capital 
I profit factor 



Docket No. 454-99-1332.G - Texas Automobile Insurance Plan Association Rate Hearing; cost of capital I 
capital structure 

Docket No. 22344 - Texas Universal Cost of Service Hearings - capital structure I cost of capital 

Docket No. G U n  9400 (Before the Texas Railroad Commission) - TXU Gas - capital structure1 cost of 
capital 

Docket No. 28840 - AEP Texas Central Company - capital structure I economic environment I cost of 
capital 

Docket No. 32093 - Centerpoint Energy - capital structure1 cost of capital 

Docket Nos. 33309 and 333 10 - AEP Texas Central Company and AEP Texas North Company - capital 
structure I economic environment I cost of capital 

Docket No. 38929 - Oncor Electric Delivery Company, L,L.C - capital structure I cost of equity capital / 
overall cost of capital 

Docket No. 38480 - Texas-New Mexico Power Company - capital structure I cost of equity I overall cost 
of capital 

UTAH 
Testimony on behalf of: The Conunittee of Consumer Services 

Docket No. 97-049-08 - US WEST Cornniunications - cost of capital1 relative risk/ capital structure I 
financial cross-subsidization 

VERMONT 
Testimony on behalf o f :  Vermont Department of Public Service 

Docket No. 5282 - Green Mountain Power Company; cost of capital I capital structure I relative risk 

Docket No. 5370 - Green Mountain Power Company; cost of capital I capital structure I unregulated 
operations 

Docket No. 5428 - Green Mountain Power Company; cost of capital I capital structure 1 relative risk / 
unregulated operations 

Docket No. 5678 - Green Mountain Power Company; cost of capital I capital structure 

Docket No. 5700 - New England Telephone - Vermont; capital structure1 operating risk/ cost of equity 
capital I competitive risk 

Docket No. 5724 - Central Vermont Public Service - capital structure I historical operating risk I cost of 
equity capital 

Docket No. 57 13 - Phase I1 - New England Telephone (d/b/a - Bell Atlantic - Vermont) - capital structure 
I cost of equity capital I TELRIC proceeding 

Docket NO. 6167 - Bell Atlantic - Vermont - alternative regulatory plant I capital structure / cost of capital 

Docket No. 7336 - Central Vermont Public Service - capital structure I cost of equity I overall cost of 
capital 



VIRGINIA 

Testimony on behalf of the Division of Consumer Council, Office of the Attorney General 

SCC Case No. INS9401 01 - Workers Compensation Benchmark Rate Proceeding - Cost of capital and 
relative risk issues in assigned risk workers compensation insurance. 

Case No. PUC950019 - GTE South, Incorporated - capital structure / re-engineering adjustment to equity 
capital / cost of equity capital 

SCC Case No. INS960191 - Workers Compensation Benchmark Rate Proceeding - Cost of equity capital, 
capital structure, investment return 

Case No. PUE 960227 - Virginia Natural Gas - cost of capital/ capital structure 

Case No. PUE-2009-00019 - Virginia Dominion Power - statutory allowed return / capital structure I cost 
of capital. 

Case No. PUE-2011-00027 - Virginia Dominion Power - statutory allowed return I capital structure I cost 
of capital. 

WASHINGTON 
Testimony on behalf of : Attorney General’s Office, and Washington Utilities and Transportation 
Commission Staff 

Docket No. UT-901033 - Local Exchange Carrier Rates of Return Under WAC 480-80-390; economic 
environment and changes in capital cost rates / LEC risk I telco population density and risk I equity capital 
cost 

Docket No. UG-920840 - Washington Natural Gas Company; cost of capital / capital structure / weather 
normalization 

Docket No. UE-921262-Puget Sound Power & Light; cost of capital, capital structure, impact of decoupling 
on risk and return, purchased power risk. 

Docket No. UT-93 1591, GTE Northwest, capital structure/ operating risk/ cost of equity capital / 
competitive risk. 

Docket No. UT-950200, US WEST Communications, capital structure/ operating risk/ cost of equity capital 

Docket No. UE-991832, Pacificorp, capital structure1 cost of equity capital. 

Docket Nos. UE-99 1606 and UE-99 1607 - Avista Corporation, capital stnicture.operating risk/ cost of 
equity capital. 

Docket No. UG-O11570/1-Puget Sound Power & Light; InteridEmergency Rate Case/ financial need / 
bond rating impact of purchased power losses 

Docket No. UG-03 1885 - Northwest Natural Gas; capital structure / cost of common equity capital 

Docket No. UE-032065 - Pacificorp; capital structure / cost of common equity capital 

Docket No. UE-040640000/UG-040641- Puget Sound Energy; capital structure I cost of common equity 
capital 



Docket No. UE-050684 - Pacificorp; cost of common equity / capital struchire / overall cost of capital 

Docket No. UE-050 1090 - Pacificorp/Mid-American Energy Holding Company Merger Application; 
financial aspects of merger / leverage at parent company 

Docket No. UT-OS 129 1 - SprintNextel - MergedSpin-off of regulated telephone operations; financial 
aspects of spin-off / leverage at parent company 

Docket Nos. UE-050482 & UG-050483 - Avista Utilities - testimony on cost of equity capital / capital 
structure / economic environment 

Docket Nos. UE-060266/UG-060267 - Puget Sound Energy, cost of equity capital/ capital structure/ 
overall cost of capital 

Docket Nos. UE-072300/UG-072301 - Puget Sound Energy, cost of equity capital/ capital structure/ 
overall cost of capital 

Docket Nos. UE-072375 - Puget Holdings L,L,C and Puget Energy, acquisition proposal by private equity 
firm for utility operations of Puget Energy 

Docket Nos. UE-090704/UG-O907QS- Puget Sound Energy, cost of equity capital/ capital structure arid 
costs associated with private equity corporate structure/ overall cost of capital 

Docket No. UT-090842-Frontier Communications/Verizon merger; Financial Issues related to merger. 

WISCONSIN 
Testimony on behalf of: Wisconsin Citizens' Utilities Board 

Docket Nos. 9403-YI-100 and 6680-UM-100 - Alliant Energy - merger-related issues/unregulated 
investment limitation 

Docket No. 6680-UR-112, Wisconsin Power & L,ight - capital structure / cost of common equity I overall 
cost of capital 

Docket No. 6680-CE-171, Wisconsin Power & Light - cost of cormnon equity / fixed rate of return for 
wind generating plant 

Docket No. 6680-CE-170, Wisconsin Power & Light - cost of coimnon equity / fixed rate of return for coal 
generating plant 

Docket No. OS-URO 104, Wisconsin Power & Light - Wisconsin treatment of OBS (off-balance sheet) 
obligations in the ratemaking process/ cost of capital. 

EASTERN CARIBBEAN TELECOMMUNICATIONS AUTHORITY (ECTEL) 
Testimony on behalf of: ECTEL, 

(No Docket Number) Initial Rate Determination of Cable & Wireless local exchange telcomunications 
operations - capital structure/ relative risk/ cost of equity/ risk premium for investing in Easter Caribbean' 
overall cost of capital. 

FEDERAL COMMUNICATIONS COMMISSION 



Testimony on behalf o f :  Consumer Advocate Division of the WV Public Service Commission 

Docket No. 89 - 624 - Represcribing the Authorized Rate of Return for Interstate Services of L.oca1 
Exchange Carriers; statement in response to initial submission of telephone companies. 

FEDERAL ENERGY REGULATORY COMMISSION 
Testimony on behalf o f :  Consumer Advocate Division of the WV Public Service Commission, Maryland 

Peoples’ Counsel, Pennsylvania Office of Consuenx Advocate 

Docket No. 84-348 - American Electric Power Company, Transmission Equalization Agreement; cost of 
equity capital 

Docket No. 86-37 - Allegheny Generating Company (complaint case); cost of capital / capital structure 

Docket Nos. 8.5-19-001 through 005 - Comments on FERC’s Generic Determination of Rate of Return on 
Common Equity for Electric Utilities in response to FERC’s Notice of Proposed Rulemaking, July 21, 1986 

Docket No. 87-61-000 - Eastern Shore Natural Gas Company; cost of capital / capital structure 

Docket No. ELA9-17 and 18 - San Diego Gas and Electric Company v. Alaniito Company; Arizona 
Corporation Commission v. Alamito Company (complaint case), testimony on financial history of Alamito 
Company, regulation as marketplace surrogate, “sharing” gain on sale leaseback as generic policy, 
institutional investor responsibility. 

Docket No. El-92-10 - Allegheny Generating Conipany (complaint case); cost of equity capital / relative 
risk of FERC-regulated subsidiary v. parent / risk premium reliability 

Docket No. El-94-24- Allegheny Generating Company (complaint case); cost of equity capital / relative risk 
of FERC-regulated subsidiary v. parent / risk premium reliability 

Docket No. ER98-2383-000 - Montana Power Company - cost of equity for electric transmission, capital 
structure 

Docket No. PL,98-2-000 - Conference on the Financial Outlook of the Natural Gas Pipeline Industry, 
prepared comments for the Pennsylvania Office of Consumer Advocate 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF FZNTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SIJRCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 201 1-00162 
AND APPROVAL OF ITS 201 1 1 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

) 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CIJSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

22. Concerning Mr. Hill’s testimony, please provide copies of all electronic spreadsheets 
used in the development of the analyses and exhibits in their original format, with all 
formulas intact. 

RESPONSE: 

Please see folder entitled “HillNativeExhibits”, provided on the attached CD. 

27 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PIJBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF 1 
PUBLIC CONVENIENCE AND NECESSITY 1 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 
PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) 
AND APPROVAL OF ITS 201 1 1 
COMPLIANCE PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

) 

CASE NO. 2011-00161 

CASE NO. 2011-00162 

RESPONSE OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

23. Please provide copies of all documents, articles, studies, or other publications referenced 
in Mr. Hill’s testimony. 

RESPONSE: 

Please see folder entitled “HillDocutneiits”, provided on the attached CD. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES 1 
COMPANY FOR CERTIFICATES OF 1 

PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE ) 

PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 
AND APPROVAL OF ITS 2011 COMPLIANCE ) 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND ) 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 ) 
COMPLIANCE PLAN FOR RECOVERY BY 1 
ENVIRONMENTAL SURCHARGE ) 

RESPONSE OF 
KENTIJCKY INDUSTRIAL IJTILITY CUSTOMERS, INC. 

TO KENTUCKY UTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

24. Does Mr. Hill agree that bond rating agencies, such as Standard & Poor’s, consider the 
impact of regulation on a utility’s risks when evaluating credit ratings? If the answer is 
anything other than an unqualified “yes,” please provide a complete explanation. 

RESPONSE: 

Yes, however we are not attempting to determine a bond rating for KTJ or LGE in this 
proceeding, we are attempting to determine an allowed return on equity that is appropriate given 
the reduced risks afforded the coinpaiiies by Kentucky’s environmental surcharge regulation. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PIJBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTUCKY UTILITIES 
COMPANY FOR CERTIFICATES OF 

AND APPROVAL OF ITS 201 1 COMPLIANCE 
PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00161 

) 
PLAN FOR RECOVERY BY ) 
ENVIRONMENTAL SURCHARGE 1 

In the Matter of: 

APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY ) CASE NO. 2011-00162 
AND APPROVAL OF ITS 2011 
COMPLIANCE PLAN FOR RECOVERY BY 
ENVIRONMENTAL SURCHARGE 

1 

1 

RESPONSE OF 
KlENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO m,NTUCKY IJTILITIES COMPANY AND 
LOUISVILLE GAS AND ELECTRIC COMPANY’S 

DATA REQUESTS 

25. Please refer to Mr. Hill’s testimony at page 3 lines 19-23. Please provide a list of all cost 
recovery mechanisms applicable to each of the utilities in Mr. Hill’s proxy group, 
including environmental cost recovery trackers. If Mr. Hill did not examine the extent to 
which his proxy utilities operate under similar adjustment inechanisins, please explain 
why not. 

RESPONSE: 

Mr. Hill has not conducted such a study because such data are not readily available, making any 
such study time-consuming, unnecessarily expensive and, therefore, outside the budget allotted 
for this proceeding. Rather, Mr. Hill is relying on his 30-year experience in utility regulation to 
conclude that a regulatory cost-recovery mechanism that allows a utility to recover construction 
costs fiorn ratepayers within months of the expenditure of those costs is uncommon and indicates 
that the Companies’ environmental plant investments have lower investment risk than that 
afforded traditional utility plant investment. Therefore, those investments deserve a lower rate of 
return. 
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