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DIRECT TESTIMONY OF STEPHEN J. BARON 

I. INTRODUCTION 

Please state your name and business address. 

My name is Stephen J. Baron. My business address is J. Kennedy and 

Associates, Inc. (“Kennedy and Associates”), 570 Colonial Park Drive, Suite 

305, Roswell, Georgia 30075. 

What is your occupation and by whom are you employed? 

I am the President and a Principal of Kennedy and Associates, a firm of utility 

iate, planning, and economic consultants in Atlanta, Georgia. 

Please describe briefly the nature of the consulting services provided by 

Kennedy and Associates. 
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Kennedy and Associates provides consulting services in the electric and gas 

utility industries. Our chents include state agencies and industrial electricity 

consumers. The firm provides expertise in system planning, load forecasting, 

financial analysis, cost-of-service, and rate design. Current clients include the 

Georgia and Louisiana Public Service Commissions, and industrial consumer 

groups throughout the United States. 

Please state your educational background. 

I graduated from the University of Florida in 1972 with a B.A. degree with 

high honors in Political Science and significant coursework in Mathematics 

and Computer Science. In 1974, I received a Master of Arts Degree in 

Economics, also from the University of Florida. My areas of specialization 

were econometrics, statistics, and public utility economics. My thesis 

concerned the development of an econometric model to forecast electricity 

sales in the State of Florida, for which I received a grant from the Public 

Utility Research Center of the University of'Florida. In addition, I have 

advanced study and coursework in time series analysis and dynamic model 

building. 

J. Kennedy and Associates, Inc. 
~ ~~~~ ~ ~~ Docket . No.080677-El . . 
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1 Q. Please describe your professional experience. 

2 

3 A. I have more than thlay years of expenence in the electric utility industry in the 
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areas of cost and rate analysis, forecasting, planning, and economic analysis. 

Following the completion of my graduate work in economics, I joined the 

staff of the Florida Public Service Commission in August of 1974 as a Rate 

Economist. My responsibilities included the analysis of rate cases for electric, 

telephone, and gas utilities, as well as the preparation of cross-examination 

material and the preparation of staff recommendations. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

In December 1975, I joined the Utility Rate Consulting Division of Ebasco 

Services, Inc. as an Associate Consultant. In the seven years I worked for 

Ebasco, I received successive promotions, ultimately to the position of Vice 

President of Energy Management Services of Ebasco Business Consulting 

Company. My responsibilities included the management of a staff of 

consultants engaged in providing services in the areas of econometric 

modeling, load and energy forecasting, production cost modeling, planning, 

cost-of-service analysis, cogeneration, and load management. 
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I joined the public accounting firm of Coopers & Lybrand in 1982 as a 

Manager of the Atlanta Office of the Utility Regulatory and Advisory Services 

Group. In t lus  capacity I was responsible for the operation and management 

of the Atlanta office. My duties included the technical and administrative 

supervision of the staff, budgeting, recruiting, and marketing as well as project 

management on client engagements. At Coopers & Lybrand, I specialized in 

utility cost analysis, forecasting, load analysis, economic analysis, and 

planning. 

In January 1984, I joined the consultmg firm of Kennedy and Associates as a 

Vice President and Principal. I became President of the firm in January 1991. 

During the course of my career, I have provlded consulting services to 

numerous industrial, commercial, Public Service Commission and utility 

clients, including international utility clients. 

I have presented numerous papers and published an a rk le  entitled "How to 

Rate Load Management Programs" in the March 1979 e&tion of "Electncal 

World." My m c l e  on "Standby Electnc Rates" was published in the 

November 8, 1984 issue of "Public Utdihes Fortmghtly." In February of 
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1984, 1 completed a detailed analysis enbtled "Load Data Transfer 

Techniques" on behalf of the Electnc Power Research Inshtute, whch 

published the study. 

1 have presented testimony as an expert witness in Arizona, Arkansas, 

Colorado, Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, 

Maine, Michigan, Minnesota, Maryland, Missouri, New Jersey, New Mexico, 

New York, North Carolina, Ohio, Pennsylvania, Texas, Utah, Virginia, West 

Virginia, Wisconsin, Wyoming, before the Federal Energy Regulatory 

Commission ("FERC"), and in United States Bankruptcy Court. A list of my 

specific regulatory appearances can be found in Baron Exhibit - (SJB-1). 

Do you have previous experience in FPL regulatory proceedings? 

Yes. I have been involved in a number of FPL rate proceedings during my 

c&eer. This includes participation as a Florida Public Service Co-ssion 

Staff member in a 1975 FPL rate case, a generic DSM proceeding in 1993 and 

FPL rate cases in 2001 and 2005. 1 have also testified before the Commission 

in other proceedings on a number of occasions. 
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On whose behalf are you testifying in this proceeding? 

I am testifymg on behalf of the South Florida Hospital and Healthcare 

Association, Inc. (“SFHHA” or the “hospitals”). SFHHA members take 

service on FPL General Senrice, High load factor-Time of Use and CILC rate 

schedules throughout the Company’s service area. 

What is the purpose of your testimony? 

I will address issues associated with FPL‘s class cost of service study and its 

proposed allocaaon of its requested base rate revenue increase of $1,044 

million in 2010 ($969 rmllion in rate schedule increases, $75 million in “other 

revenue” increases).’ FPL has filed and supports a 12 CP and 1/13m average 

demand methodology that does not classify any dlstribuhon plant and expense 

as customer related, other than services and meters. hhally, I will discuss 

the Company’s study and idenuy what appear to be anomalies in the 

projechons that the Company has made for some rate scheduls in the 2010 

test year analysis. 

’ Since FpL’s 201 1 cost of service study uses an identical methodology, my comments, findings and 
recommendations apply to 2011 as well. 
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I will present the results of altemahve cost of service analyses using other 

production demand allocation methods that correct for FPL's unreasonable 

proposals. In addition, I will address the Company's classification of 

dstribution costs and present an analysis that reflects a more reasonable 

classification of these costs on the basis of the number of customers in each 

rate schedule, consistent with methodologies addressed in the National 

Association of Regulatory Utility Commissions ("NARUC") Electric Utility 

Cost Allocation Manual. 

I will also discuss the Company's proposed increases to each rate schedule. 

FPL has argued that, because of prior settlements, projected 2010 and 2011 

rate dnparities are excessive and the Company is proposing to eliminate these 

disparities in this case. This posibon would produce excessive increases to 

large general semce customers in this case. For example, the Company is 

proposing a base rate increase for the CILC-D rate schedule, on which many 

members of SPHHA take service, of 58.8% in 2010, compared to the system 

average rate schedule increase of 25%. My primary position is that FPL's 

cost of service allocation methodology is unreasonable. While I recognize 

that FPL's methodology is consistent with Commission precedent, I will 

show that the Company's cost of service study does not produce fair, just and 
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reasonable rates under the current circumstances and that the Commission 

therefore should adopt a different allocation methodology that more 

appropnately recogmzes the cost drivers on FPL's system. I will also discuss 

anomalies in the Company's projected parity results that I have identified. 

1 
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I will also address the concept of gradualism in ratemaking and propose an 

altematwe set of rate schedule revenue increases consistent with the Florida 

Comssion 's  prior precedent of limiting the increase to any rate schedule to 

150% of the average increase. Irrespective of the class cost of servlce study 

methodology that is approved by the Commission (i.e., FPL's filed 12 CP and 

1/13" average demand study, the SFHHA study or any alternative cost of 

12 

13 

14 

15 Q. 

16 

17 A. 

18 
19 
20 
21 
22 
23 

service study approved by the Commission), the increase to any rate schedule 

be limited to 150% of the system average increase. 

Would you summarize your conclusions and recommendations? 

Yes. 

FPL has used cost of service methodologies in this case that 
unreasonably attribute cost responsibility to large general 
service rate schedules and ignore key cost drivers that have 
the effect of promoting on-peak consumption, which leads to 
increased costs on the system. 

J. Kennedy and Associates, Ine. 
~ . . .~ . - ~~~ ~~ - - .- .. ~ ~~ . . .. .~ . ~ Docket ~~~ ..~..~ No.080677-EI . ~ ~ ~. 
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FPL has based its proposed rate schedule increases on the 
results of its 12 CP and l/13fh average demand cost of service 
study and a goal to bring each rate schedule to within parity 
of the system average rate of return. A more reasonable cost 
of service study for FPL is a method based on a summer CP 
methodology, coupled with consideration of a “minimum 
distribution system” approach to the classification of 
secondary distribution facilities. FPL’s failure to reasonably 
allocate costs in this case has resulted in an over-allocation of 
cost of service to large customers, which FF’L then relies on to 
support significantly above average increases to these rate 
schedules. 

FPL has proposed increases to some rate schedules that are 
substantially in excess of 1.5 times the average retail base rate 
increase requested by the Company. Some rate schedules, 
such as CILC-D, GSLD-1, GSLDT-1, GSLDT-2, HLFT-2 and 
JXLlW-3 will receive increases of 50% to 60% under the 
Company’s proposals in this case. Putting aside for the 
moment the issue of whether FPL’s cost responsibility 
calculations are correct; in consideration of the impact and the 
potential for “rate shock” with such large increases, no rate 
schedule should receive an increase greater than 150% of the 
system average base rate increase, consistent with the 
regulatorjl concept of “gradualism” and the Commission’s 
precedents in other cases. 

J. Kennedy and Associates, Inc. 
~.. 

~ 
~~ ~~ ~~. . . ~ ~ 
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1 11. COST ALLOCATION ISSUES 
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3 Q. 

4 production costs? 
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16 mmmum system concept. 

17 

18 Gwen the sigmficance placed on the rate of r e m  paritles produced by the 

19 Company’s class cost of semce study, these issues (the producoon demand 

20 allocatlon method and the conslderatlon of a customer component of 

Would you please discuss the issue of the allocation of demand related 

Yes. As requred by the M I X ,  FPL has filed a 12 CP and 1/13” average 

demand based cost of semce study in this case. Another important 

methodologuxd feature of the Company’s cost study (beyond the allocatlon 

method for production and transmission demand costs) is the Company’s 

classification of all &stnbution costs (except meters and services) as demand 

related. As I will discuss, the Company’s methodology ignores any 

“customer related” cost responsibility for hundreds of mllions of dollars of 

dlstribution plant and expenses, contrary to the approaches used by many 

other uhhhes throughout the country and the NARUC cost allocation manual, 

which recognlzes a “customer component” of distnbuhon cost based on a 
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distribution costs) are highly significant. In particular, the Company’s 

rejection of graduahsm in its rate schedule increases places even more 

importance on these methodological issues. While I agree that parties can, 

and typically do, reasonably disagree about cost allocation methodologies, the 

Company’s insistence on setting rates at parity in this case places a higher 

level of significance on the cost of service study issue. Given that general 

service customers will face increases in excess of twice the average increase 

in this case under the Company’s proposal, it is all the more important to 

address the reasonableness of the cost of service study relied on by FF’L for its 

recommendations. 

1 

What is your understanding of the underpinning for the use of the 12 CP 

and 1/13’h average demand method? 

Thls methodology, which is primarily a 12 CP method, allocates production 

demand costs under the assumptlon that customer (and ultlmately rate 

schedule) kW demand contributions to each of the 12 monthly coincident 

peaks have equal “cost responsiblltty” for the Company’s generatlng units 

and power purchases (the capaclty po&on thereof ). Thus, for example, the 

12 CP method presumes that a residential or general sernce customer’s 
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incremental demand at the time of the August or January system coincident 

peak is no more “costly” to the system than the same amount of incremental 

demand at the time of the October or April FPL peak. This method sends 

price signals to customers that adding demand during any of the monthly 

peaks throughout the year costs the same to the Company. Correspondingly, 

if residenhal loads are being added more rapidly in the summer and winter 

peak months than in the off-peak months, the impact on class revenue 

requirements is much less (under WL‘s cost methodology) than if a group of 

general service customers added the idenhcal load dunng the summer and 

winter peaks, but also added a like amount of load in the off-peak months. In 

that case, general semce class cost responsibhty would increase much more 

under the Company’s cost of service study allocation approach, even though 

such responsibility was spread throughout the year and not concentrated 

during the summer and winter peak months. As I will mscuss subsequently, 

the driwng factor in the additlon of new generating capacity on the F’PL 

system is the peak demand during the summer months. A review of FPL 

monthly reserve margns clearly demonstrates that it is customer demand 

during the peak summer months that is the primary cause of new capacity and 

its associated cost. While annual energy use influences the economics of 

generahon selection, it is the level of customer demand in the summer months 
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5 system 
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7 Q. Does FTL plan capacity additions to meet minimum reserve 

8 

that influences the need for the capacity itself. As a result, a methodology, 

such as 12 CP that amibutes the same impact to peak demand during off-peak 

months such as October or Apnl as It does during peak summer months, does 

not recogmze the actual causatlon of the need for capacity additions on the 

requirements during the summer peak? 
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10 A 

11 
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15 

16 

17 

18 

19 

20 

Yes. Based on the Company’s most recent 10 year site plan document, FPL 

utilizes a 20% minimum planning reserve margin criterion that it applies to 

both the summer and winter peak load requirements. However, based on 

expected peak loads on the system over the next 10 years, the summer month 

reserve margin is the binding constraint for planning. Baron Exhibit-(SJB- 

2) contains an excerpt from FF’L‘s April 2009 “Ten Year Power Plant Site 

Plan” covering the period 2009 to 2018. A comparison of Schedule 7.1 of the 

planning document, which shows summer peak reserve margins to Schedule 

7.2, which shows winter peak reserves, clearly demonstrates that FPL 

summer peak loads drive the need for future capacity additions. 
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Are peak demands in other months binding constraints on the need for 

capacity and reserves on the system? 

4 A. 

5 

6 

7 

a 

9 
10 

No, not based on the relative loads in non-summer months. Figure 1 below 

shows a chart of actual monthly system peak demands for the five year period 

2004 to 2008. This chart clearly demonstrates that summer peak demands are 

significantly greater than non-summer month demands. 

Fiaure 1 
Florida P&er & Light 

Monthly System Peak Demands (2004 - 2008 Actual) 
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J. Kennedy and Associates, Inc. 
Docket N0.080677-EI .~ ~ ~~~~ . . ~  ~~~~ 
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Customer on-peak usage during the summer is driving the need for capacity 

on the system and should be the basis for assigning production demand cost 

responsibility to rate schedules. 

Is this pattern expected to continue during in the future? 

Yes. Figure 2 below shows a chart of forecasted monthly peaks for the period 

2010 through 2013. FPL continues to expect a pronounced summer peak in 

future years. 

Y W  

2 4 . m  

z,wo 

20,000 

1 a . o ~  

16,000 

14,000 

12,000 

Fiaure 2 
Florida Power & Light 

Monthly Peak Demands (2010 - 2013 Forecasted) 
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J. Kennedy and Associates, lnc. 
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3 

What are the implications of this for pricing using the Company’s 

proposed 12 CP and 1/13* average demand methodology? 

4 A. 

5 

6 

7 

The main implication is that customers are being provided pnce signals 

through rates that FPL IS indifferent as to whether customers use demand in 

say March or in August. Even with moderated growth, FPL expects that 

installed capacity will grow by close to 6,000 mW over the next 10 years, 

8 accordmg to Schedule 7.1 of the Company’s 10 Year Site Plan [see Baron 

9 Exhibit-(SJl3-2)]. Based on the Company’s planning criteria and its 

seasonal load shape (pronounced summer peak), it would appear htghly 10 

11 

12  

13 

14 

15 

16 

17 

18 

unlikely that changes in monthly peak demands in the non-summer months 

would have a material impact on the need for new capacity. Yet, FPL’s 12 

CP and 1/13* method assumes that production demand costs are equally 

driven by customer load coincident with these non-summer months as by 

customer loads in the summer. FPL continues to argue in its rate. filing that 

customer behavior during any of the 12 months dunng the year is equally 

responsible for the Company’s need to acquire new generating facilitm to 

meet demand. However, FPL‘s own data do not support that conclusion. 

19 Rather, the data support the conclusion that much of the new generating 
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capacity that FPL is planning would not be required, but for the need to meet 

summer peak requirements. 

What about the argument that the fuel savings associated with base load 

generating units support an allocation method that recognizes customer 

usage in non-peak months or even in the off-peak period? 

Though it is certainly true that a base load nuclear unit produ :s energy at 

lower fuel cost than a gas fmd combined cycle unit, t h ~ s  does not change the 

fact that the Company is proposing to add thousands of mW of additional 

generating capacity to meet its summer peak demand. At the same time, FFL 

is “telegraphing” its customers through cost allocation and rate design that the 

“cost” of customer decisions associated with the next unit of consumption 

during March or October is equally responsible for this new capacity cost as 

the next unit of consumption during August at the time of the system peak. 

What conclusions do you draw from this analysis? 

I believe that it is appropriate for the Commission to depart from its 

traditional approved 12 CP and 1/13fi methodology because that methodology 

J.  Kennedy and Associates, Inc. 
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is inconsistent with the factors that cause FPL to incur costs associated with 

new capacity additions. I recommend a summer coincident peak method 

because it recognizes the factors that actually are driving capital expenditures 

on FPL’s system. 

Would you please discuss the methodology used by FPL to allocate 

distribution plant investment and expenses to retail rate classes? 

Yes. As discussed in FPL witness Joseph Ender’s testimony, the Company 

has classified all distribution plant as demand related except account 369 

Services and account 370 meters, which are classified as customer related. 

The Company’s approach does not give any recognition to a customer 

component of any primary or secondary line, pole or transformer. All of these 

costs are assigned on the basis of k W  demand. 

Do you agree With the Company’s classifcation of these distribution 

costs? 

No. Despite the Commission’s prior decision’s rejecting a customer 

component for these distribution facilities, I believe that there is credible 

J. Kennedy and Associates, Inc. 
Docket.AkoLOB77:EI~ -~ ~~ ~- ~ __ 
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evidence to support a classification of some portion of these facilities as 

customer related. Given the significant reliance that the Company has placed 

on the results of its cost of service study in assigning its requested revenue 

increase to rate schedules in this case, it is reasonable for the Commission to 

consider evidence on alternative methods of classifying distribution costs in 

this case. FF’L has, to a very significant degree, relied on the “parity” results 

from its cost of service study to assign increases to rate schedules. In 

particular, the proposed increases to its general service rate schedules are 

substantially higher than the system average increase due to the parity results. 

These parity results are driven to a large extent by the methodology used by 

FF’L to classify and allocate costs to rate schedules. This is not purely an 

argument of academic interest. To the extent that the cost of service study is 

used to allocate the approved increase in this case, the underlying 

methodology used in the study will have a material impact on customer rates. 

What is the central argument underlying a classification of some portion 

of distribution costs (other than services, meters and “primary pull- 

offs”) as customer related? 
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As described in the NARUC Electnc Uhhty Cost Allocahon Manual, the 

underlying argument in support of a customer component is that there 1s a 

minimal level of dstnbution investment necessary to connect a customer to 

the dxtribubon system (lines, poles, transformers) that is independent of the 

level of demand of the customer? To the extent that this component of 

dmibuaon cost is a function of the requuement to interconnect the customer, 

regardless of the customer’s size, it is appropriate to assign the cost of these 

facilities to rate schedules on the basis of the number of customers, rather 

than on the kW demand of the class. As stated on page 90 of the NARUC 

cost allocation manual: 

When the utility installs distribution plant to provide service to 
a customer and to meet the individual customer’s peak demand 
requirements, the utility must classify distribution plant data 
separately into demand- and customer-related costs. 

Has FPL offered evidence disputing that conclusion? 

No. 

Would you briefly explain the conceptual basis for a minimum 

distribution cost methodology? 

~ ~~ ~ ~~ 

An excerpt from the NAFWC manual that discusses the classification of distribution costs is 2 

contained in Baron Exhibit-(SJBJ). 

J. Kennedy and Associates, Inc. 
Docket N0&8&677-E1. ... .... ~ ~ 

~~~ ~~ .~ ~ ~ ~~~.~ 
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As discussed in the NARUC cost allocation manual, there are two 

approaches that are typically used to develop a customer component of 

distribution plant and expenses. Each of the two approaches (“zero- 

intercept” and “minimum size”) is designed to measure a “zero load cost” 

associated with serving customers. Each methodology attempts to measure 

the customer component of various distribution plant accounts (e.g., poles, 

primary lines, secondary lines, line transformers, etc.). Each of the two 

methods (the zero-intercept method, for example) is designed to estimate 

the component of distribution plant cost that is incurred by a utility to 

effectively interconnect a customer to the system, as opposed to providing a 

specific level of power (kW demand) to the customer. Though 

arithmetically the zero-intercept method does produce the cost of say “line 

transformers” associated with “0” kW demand, the more appropriate 

interpretation of the zero-intercept is that it represents the portion of cost 

that does not vary with a change in size or kW demand and thus should not 

be allocated on NCP demand (as FPL has done). Essentially, the “zero- 

intercept” represents the cost that would be incurred, irrespective of 

differences in the kW demand of a distnbution customer. It is this cost- 

invariant component that is used in the zero-intercept method to identify the 

.I. Kennedv andhsociates. Inc. 
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1 

2 

portion of distribution costs that should be allocated to rate classes based on 

the number of primary and secondary distribution customers taking service 

3 in the class. 

4 

5 Conceptually, this analysis is designed to estimate the behavior of costs 

6 statistically, as the Company meets growth in both the number of 

7 distribution customers and the loads of these customers. This is in contrast 

8 to FPL's analysis that is premised on an assumption that all distnbution 

9 

10 

costs (except services and meters) vary directly with kW demand, without 

any fixed component that should be allocated on the basis 07 the number of 

11 customers in each class. 

12 

13 Q. Do you have any specific examples that could illustrate this point? 

14 

15 A. 

16 

17 

18 

19 

20 

Yes. In this rate case, FPL has classified all costs in account No. 364, poles, 

towers and fixtures, as demand related and allocated these costs to rate 

schedules on the basis of rate class NCP demand. This account mainly 

consists of primary and secondary poles. Based on the Company's 

workpapers in this case, there were approximately 185,000 secondary poles 

in the account that have been allocated to rate schedules using rate class 

J. Kennedy and Associates, Inc. 
~~~ ~ ~ D&hTa.a8(~Ul--E1 
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3 

4 

5 

6 

7 

NCP demand. Table 1 summarizes F'PL's implicit allocation of these 

secondary poles to major general service rate schedules and the residential 

rate class on the basis of demand. As can be seen in the table, FPL's cost of 

service study assumes that about 30 residential customers are served from 

each pole, while it takes about 19 poles to serve a single GSLDT-2 

customer. This obviously does not seem realistic; yet, this is the cost 

allocation underlying FPL's proposed rate schedule increases in this case. 

a 

Table 1 
FPL's Assignment of Secondary Poles Per Customer 

Total Secondary Poles: 185.256 

Allocation Poles Allocated Poles Per Poles Per Every 
Rateclass Factor' Customer 35 Customers 

CILC-ID 1.444% 2,875 9.62 338.6 
ClLClG 0.145% 269 2.47 86.6 
GSDl 21.398% 39,641 0.39 135 
GSLD1 4.767% 8,831 5.18 181.2 
GSLD2 0.526% 974 18.79 657.7 
HLFT2 3.966% 7,346 6.18 216 2 

RS1 57.231% 106,024 0.03 0.5 

9 

10 
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7 
8 

10 

11 

12 

13 A. 

14 

Figure 3 below illustrates this in graphc form. This result suggests that the 

Company’s study, which ignores any measure of a customer component for 

dmibution faciiities (other than meters and services), overstates cost 

responsibility for large general service rate schedules. 

Figure 3 
FPL Cost df Service Study 

Secondary Poles Per Every 35 Customers 

700.0 
600 0 
500 0 
400 0 
300.0 
200.0 
100.0 

CILC-ID CILC-1G GSDI GSLDI GSLM HLFTZ RS1 

Does FPL acknowledge that the cost of poles is not fully dictated by 

customer kW demands, as is assumed in the Company’s cost of service 

study? 

Yes, I believe that they do acknowledge this fact. In response to SFHHA 

Interrogatory No. 137, the Company stated that there are numerous factors 
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1 

2 

that determine the type, size and number (and by implication cost) of 

secondary poles on the system. Baron Exhibil(SJB-4) contains a copy of 

3 

4 

5 Q. 

6 

7 

8 A. 

9 

10 

11 

12 

this interrogatory response. 

Have you reviewed minimum distribution system classification results 

from cost studies developed by other utilities? 

Yes. I have developed a summary of distributlon classification results from 

five electric utllitles, based on class cost of servlce studies filed by these 

Compames in regulatory proceedings dunng the past few years. While 

these results are not designed to be a comprehenswe, random survey of 

electnc utdihes, the classificatlon ratlos (customer, demand) represent a 

13 cross-section of utilities that incorporate a minimum system distribution 

14 methodology in class cost of service studm. The summary results are 

15 presented in Baron Exhbit_(SJBJ). Based on these results, most 

16  distributlon accounts are substantially classified as customer related (nearly 

17 50% of most accounts). These customer classified costs are allocated to rate 

18 schedule on the basis of the number of customers in the class, not on 

19  demand. The remaning costs in each account are allocated on demand. 

20 

J. Kennedy and Associates, Inc. 
~ ~~ 

~~ 
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1 Q. 

2 

3 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 Q. 

17 

18 

19 A. 

20 

Do you believe that a minimum distribution system is appropriate for 

FPL? 

Yes. At a minimum, given the importance of the cost of service results 

(parities) in this case, it is appropriate for the Commission to analyze 

alternative methodologies. The conceptual basis for the zero-intercept 

method is that it reflects a classification of the distribution facilities that 

would be required to simply interconnect a customer to the system, 

irrespective of the kW load of the customer. From a cost causation 

standpoint, the argument supporting this approach is that all of these 

minimal facilities are needed to interconnect a customer to the FPL system, 

including meeting minimum safety standards set forth in the National 

Electric Safety Code (“NESC”), which the FPSC requires be adhered to for 

all Florida electric utilities. 

Are there other reasons why a customer classification of some portion 

of distribution plant is appropriate for FpL’s system? 

Yes. In response to the Commission Staff‘s Third Set of Interrogatories, 

Interrogatory No. 19, which asked FPL about adjustments that it made to its 
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1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

forecasts in this docket, the Company stated that it made “[Aln adjustment 

for the increase in the number of minimal usage customers FPL has 

experienced coincident with the housing crisis.’’ FTL goes on to state that it 

adjusted its residential net energy for load forecast to reflect an increase in 

minimal use residential customers due to vacant homes. Since t h ~ s  would 

also affect residential kW demand, which is used to allocate distribution 

costs, the Company’s test year cost of service study would tend to 

systematically understate the actual cost responsibility of the residential 

class for distribution plant and expenses. These distribution facilities are 

installed to serve these vacant homes, even if there is no usage. As noted, 

FPL is experiencing a substantial increase in the number of unoccupied 

residential dwellings. These vacant homes required investments by FPL in 

primary and secondary lines, poles, conduit and transformers. Yet, because 

the homes are vacant, the kW demand, whch FPL‘s cost allocation method 

uses to allocate these distribution facilities to rate schedules &e essentially 

allocated to other rate classes and not the residential rate class. The cost is 

not allocated to the residential class because there is little or no kW demand 

associated with a vacant home. While a minimum distribution system 

methodology may still not fully remedy this problem, it would provide a 

J. Kennedy and Associates, Inc. 
- 

~. ~ ~ ~ 
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1 

2 

3 

4 Q* 

5 

6 

7 

8 

9 A. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

more reasonable allocation of cost. Baron Exhibit-(SJB-6) contains a 

copy of the interrogatory response 

Beyond the two methodological concerns that you have identified 

(production demand allocation method and distribution cost 

classification method), are there other issues with the Company’s class 

cost of service study? 

Yes. As I indicated, the Company is proposing to allocate its requested $969 

million 2010 rate schedule increase (and its 2011 increase) such that rate 

parities among rate schedules are equalized (i.e., set to 1.0): These increases 

are based on the Company’s projected test year cost of service study, which 

requires multiple forecasts of costs, billing determinants and cost allocation 

factors. Based on a comparison,of cost of service results for the recent 

historical period, compared to the forecasted results for 2010 and 2011, there 

is reason to question whether the Company’s forecast is reasonable. As I will 

discuss, this is a paaicular concern for certain large general service rate 

schedules, such as rates HLFT-2 and HLFT-3. Given the strict adherence 

FPL makes on its projected cost of service results in allocating the revenues 

’ The remaining $75 million in increased revenue in 2010 (total base revenue increase of $1,044 
million) is being recovered from miscellaneous charges. 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

increase to rate schedules in this case, these concerns with the reasonableness 

of the Company’s forecast should support a more reasoned application of the 

cost of service panty results - pnncmpally, the use of the Commission’s 

gradualism precedent applied to rate schedule mncreases, such that no rate 

class receives and increase greater than 1.5 times the average increase. 

Table 2 below shows the actual rate of retum parities developed by FPL 

(using its cost of service methodology) for rates HUT-2 and HLFT-3 for the 

most recent two years (2006 and 2007), compared to the parities that FPL 

projects for these two rate schedules for the years 2010 and 2011 if no 

adjustment is made to current rates. 

Table 2 
Rate of Return Parity Analysis 

2006 to 2007 Actual, 2010 to 2011 Projected 

Actual Actual Projected Projected 

201 1 - 2006 - 2007 2010 - 
HLFT-2 0.62 0.61 0.34 0.35 
HLFT-3 0.66 0.60 0.36 0.36 

J. Kennedy and Associates, Inc. 
~.. 

~~~ ~ ~ . .. 
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4 

5 

6 

7 

As can be seen from the table, for 2006 and 2007, using actual cost of servlce 

results, FPL reports that the rate of return pariues for rates HLFT-2 and 

m - 3  were in the range of 0.60 to 0.66. For the forecast period, absent an 

adjustment to current rates, (2010 and 2011), FF'L projects that the rate of 

return parities for rates E F T - 2  and HLFT-3 will be in the range of only 0.34 

to 0.36, only about half the parity level in the recent actual period. This 

substantial reduction in pariues projected by FPL in 2010 and 2011 raises a 

8 

9 

10 

11 

12 

legitimate question as to the accuracy of the Company's projections. Since 

FPL is basing its proposed increases to rate schedules on these projected 2010 

and 201 1 cost of service parity results, without any mitigation or gradualism, 

this issue is not merely academic - it will impact the electric bills paid by 

FF'L,'s large customers if the Company's proposals are adopted as filed. 

13 

14 Q. 

15 

16 

Do the projected rate of return parity results for other large general 

service rate schedules exhibit similar anomalies? 

17 A. 

18 

19 

20 

Yes, to some extent. Table 3 below shows a companson of rate of return 

panties for a goup of large general service rate schedules and the residential 

class for the actual penod 2002 through 2007 and the projected penods 2010 

and 201 1 filed in this case, including rates HLFT-2 and J3LlT-3. 
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Table 3 
Rate of Return Parity Analysis 

2002 to 2007 Actual, 2010 to 2011 Projected 

Actual Actual Actual Actual Actual Actual Projected Projected 
2005 - 2006 2007 - 2010 2011 - 2002 2003 - 2004 - 

CILC-1 D 0.77 0.83 0.78 0.82 0.87 0.83 0.68 0.69 

GSLDm-1 0.61 0.69 0.64 0.59 0.65 0.76 0.58 0.58 

GSLD(T)-2 0.59 0.67 0.70 0.71 0.90 0.84 0.67 0.66 

GSLDO-3 1.06 0.96 1.10 1.07 1.08 1.01 0.85 0.88 
HLFT-1 0.82 0.89 0.79 0.79 

HLFT-2 0.62 0.61 0.34 0.35 

HLFTd 0.66 0.60 0.36 0.36 

RS(T)-1 1.13 1 05 1 .OE 1.06 1.04 1.05 1.07 1.06 

While not as striking as the substantial reductions in parities in the projected 

period for rate schedules HLFT-2 and HLFT-3, FPL is projecting similar 

large reductions in parities for rate schedules CILC-lD, GSLD(T)-l, 

GSLD(T)-2 and GSLD(T)-3, absent a change in current rates. This anomaly 

is easier to see in Figure 4 below, which only depicts the results for CILC-1D 

and €KIT-2. Given the significance that these projected rate parities play in 

FPL‘s recommen,ded increases, I have concern that the Company’s 

projections are accurate. 
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__ 
Figure 4 

Parity Comparison 
2002-2007 Actual vs. 2010-2011 Projected 

Parity 
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5 Q. 

6 

7 

8 

Have you identified any specific reasons why the CILC-D and HLFT-2 

(and HLFT-3) rate of return results have changed so dramatically in the 

Company’s projections, compare to actual results for the past six years 

for CEC-D and the past two years for HLFT-2 and HLFT-3? 

9 

J. Kennedy and Associates, Inc. 
_ ~ ~~ ~, ~~~ ~~ .. .~ .~ ... . ~ . , Do&et~No.O80677rEI~ 
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1 A. No. However, as shown on Table 4 below, FPL is projecting significant 

2 .  reduchons from 2007 actual to 2010 in both 12 CP demand and kwh sales for 

3 the system and most rate schedules, though by varylng amounts. In particular, 

4 the Company is showrng increases in HLFT-2 demand and energy, while 

5 most other schedules are showing decreases. 

6 

Table 4 
Comparison of 2007 Actual to Projected 2010 12 CP and kWh Sales 

Percent Change 2010 vs. 2007 

TotalFPSC CILC-1D GSLD1 GSLD2 HLFT2 RSI 

fpllOl -12CP -1.66% -2.70% -6.55% -6.25% 7.62% -3.03% 

fp1201 - M W H  Sales -3.73% -5.05% -13.19% -12.57% 6.56% -6.93% 7 
8 

9 

10 

11 

12 

13 

14 

15 

16 

Gwen the significant change that the Company is projecting for the rate of 

return parity for HLFT-2, these results call into question whether the 

forecasted test year class cost of service results are accurate. Though FPL has 

not proposed to increase HLFT-2 and HLFT-3 by the full amount necessary to 

acheve panty, the increases are st111 substantial (58% and 51% respectively). 

The great weight that the Company has placed on the forecasted rate panty 

results from its cost of service study (i.e., rejecuon of any mugahon or 

gradualism) means that any anomaly should rase a senous red flag as to the 

17 reasonableness of the Company's proposals in this case. 
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2 Q- 
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4 

5 

6 

7 

8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 Q. 

18 

19 

20 

You have discussed your recommendation to use a summer CP 

production demand allocation methodology and a minimum distribution 

system classification approach in developing the test year class cost of 

service study for FPL. Have you developed a revised class cost of service 

study reflecting these two changes to the Company’s study? 

Yes. Baron ExhibitJSJB-7) presents the summary results of my 

recommended 2010 class cost of service study that incorporates a summer 

CP/minimum dwtribution methodology. This analysis, which reflects the 

same overall revenue requirement as the Company’s IvlFR cost of service 

study, reflects the Company’s analysis, modified for the two changes that I 

have discussed. I have not made changes to any other assumptions or 

methodology in the Company’s study beyond the changes made to the 

production demand allocator and the mstribution cost classlfications. 

With regard to the minimum distribution system classifications, did you 

perform an independent analysis of FpL’s distribution plant accounts to 

develop the customer and kW demand portion of each account? 
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1 A. 

2 

3 Baron Exhibit-(SJB-fi). I 

No. For the purposes of this analysis, I utilized the average customddemand 

classification values for each plant account, based on the data contained in 

A 

5 Q. How do the rate of return parities in your cost of service study compare 

6 

7 

8 A. 

to the Company’s filed MFR cost study? 

Table 5, which follows, shows the comparison. I have highlighted the large 

9 

10 

general service rate schedules in Table 5 to show the impact of these 

changes to the Company’s cost of service study. As can be seen from the 

11 

12 

table, there are significant corrections in the rate of return parities for most 

large general service rate schedules using my alternative study. 



Stephen J.  Baron 
Page 37 

1 A. 

2 

3 Baron Exhibit-(SJB-fi). 

No. For the purposes of this analysis, I utilized the average customer/demand 

classification values for each plant account, based on the data contained in 

A 

5 Q. How do the rate of return parities in your cost of service study compare 

6 

7 

8 A. 

9 

10 

to the Company’s filed MFR cost study? 

Table 5, which follows, shows the comparison. I have highlighted the large 

general service rate schedules in Table 5 to show the impact of these 

changes to the Company’s cost of service study. As can be seen from the 

11 

12 

table, there are significant corrections in the rate of return parities for most 

large general service rate schedules using my alternative study. 
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2 A. 
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6 

7 

8 

9 Q. 

Using an alternative methodology that recognizes the importance of summer 

peak demands and reflects a minimum level of distribuhon cost associated 

with connecbng customers to the system produces a materially different set 

of rate schedule revenue increases. I believe that the Commission should 

adopt my recommendaoon to use an alternative methodology for cost 

allocation using a summer CP/minimum distribution system approach. 

Have you prepared separate, independent impacts of rate of return 

parities for each of your two recommended changes to the Company's 10 

1 1  cost of service study? 

12 

13 A. Yes. Though I am recommending both changes, Table 6 below shows the rate 

14 

15 

of return parities using a summer CP method (with no change in FPL.'s 

distribution cost classifications) and WL's 12 CP and 1/13" average demand 

16 method with a minimum distribution system classification method. 
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Table 6 
ROR Parities - SFHHA Summer CP COSS 
and 12 CP & 1113thlMinimum System COSS 

Summer CP 12 CP & 1113tt 

toss Min Svs COS5 

CILC-1 D 0.92 0.91 

CILC-1 G 1.47 

CILC-IT 0.98 

CSI 1.03 

c s 2  0.93 

GS1 1.36 

GSCU-I 2.02 

GSDI 0.96 

GSLDI 0.60 

GSLD2 0.78 

GSLD3 1.20 

HLFTI 

HLFT2 

HLFT3 

MET 

OL-I 

os-2 

RS1 

SDTR-1 

SDTR-2 

SDTR-3 

SL-1 

SL-2 

SST-DST 

0.91 

1.53 

0.64 

1.21 

1.19 

1.35 

0.66 

1.24 

0.84 

0.93 

0.85 

1.04 

0.42 0.55 

0.43 0.56 

1.10 1.11 

2.00 0.19 

0.80 0.85 

1.04 0.94 

1.29 1.23 

0.74 0.62 

0.41 0.61 

1.22 1.18 

264 2.69 

0.67 1.07 

SST-TST 2.51 3.74 

J. Kennedy and Associates, Inc. 
~. ~ ~ ~~ ...~ .... ~ ~~~~ ~ ~. Docket ~ No. ~~~ 080677-EI ~ 
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4 

5 A. 

6 

7 

8 

9 

10 

11 

12 

1 3  

Does your recommendation for the Commission to adopt an alternative 

cost of service study and use these results to allocate the revenue 

increases in this case result in “cost shifting”? 

No. FPL 1s proposing substantial increa~es in ths proceedmg based on the 

assumpUon that certzun rate classes have under-contributed to then share of 

the system’s costs (e.g., rate schedule CILC-lD, for which FPL is proposing a 

58% increase). However, using a more reasonable measure of cost 

responsibility, these same classes are actually over-contributmg to their share 

of costs. Likewse, some rate schedules (RS-1, for example) are shown to be 

over-contnbuting to theu share of costs under FPL‘s cost study, while under a 

more reasonable measure, these same classes are under-contnbutmg to theu 

share of costs (i.e., producmg a panty less than 100%). 

J. Kennedy and Associates, Inc. 



Stephen J. Baron 
Page 41 

1 

2 

3 

4 Q* 

5 

6 

7 

a A. 
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10 

11 

12 

13 

14 

15 

16 

17 

l a  Q. 

19 

- 

III. ALLOCATION OF THE AUTHORIZED REVENUE 

INCREASE - GRADUALISM 

Would you please briefly describe the methodology that FPL is 

proposing to use to allocate its requested $969 million increase to rate 

schedules? 

Based on the testimony of FPL witness Renae Deaton, the Company has used 

the results of its cost of seroce study to assign the increase to rate schedules 

such that each rate schedule produces a rate of return on rate base @remsed 

upon the Company’s recommended cost allocabon study) equal to the system 

average rate of return (100% panty) “to the greatest extent po~sible.”~ Table 7 

shows the base rate increases proposed by the Company for major rate 

schedules and the relatwe increase for that rate schedule compared to the retad 

average. The Company is proposmg increases for some general service rate 

schedules of as much as 58%, which is 235% of the retad average increase. 

Has the Company given any weight to the regulatory concept of 

“gradualism” in developing its proposed increases in this case? 

- 

Deaton Direct Testimony at page 13, line 5 4 
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2 A. No. Based on the proposed increases shown in Table 7 and the Company’s 

3 own statements, FTL has not implemented any material measure of 

4 gradualism or mitigation in assigning increases to rate schedules. 

5 

6 

Table 7 
FPL Proposed Base Rate Increases 

Percent Relative 

- Increase * 

3lLC-1D 

31LC-IG 

CILC-IT 

GS-1 

GSD-1 

GSLD-l 

GSLD-2 

GSLD-3 

GSLDT-1 

GSLDT-2 

GSLDT-3 

GST.1 

HLFT-1 

HLFT-2 

HLFT-3 

MET 

RS-1 
RST-1 

rota1 Retail 

58.8% 2.35 

24.3% 0.97 

63.2% 2.53 

6.3% 0.25 

30.7% 1.23 

50.7% 2.03 

46.5% 1.66 

29.4% 1.16 

50.7% 2.03 

49.5% 1.98 

33.6% 1 .a 
16.0% 0.64 

26.6% 1.07 

58.1% 2.33 

50.8% 2.03 

33.3% 1.33 

20.8% 0.83 

33.2% 1.33 

25.0% 1 .oo 

’ Relative to average retail percentage increase 
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10 Q. 

11 

12 

13 A. 

Baron Exhlbit-(SJB-8) contains a copy of the Company’s response to 

SFHHA’s First Set of Interrogatories, Interrogatory No. 19, whch clearly 

states that FF’L did not give any weight to gradualism or mitigation in 

developing its proposed rate schedule increases. In response to SFHHA’s 

Fmt Set of Interrogatories, Interrogatory No. 26, the Company stated that it 

considered limiting the increase to any specific rate schedule to “1.5 times” 

the average increase, but decided not to use such a measure of mitigation 

because “it has been 24 years since parity was last addressed.” 

Do you agree with the Company’s proposed increases and its position 

ignoring gradualism or other measures of mitigation? 

No. First, as discussed by SFHHA witnesses Lane Kollen and Richard 

14 

15 

16 

17 

18 

19 

20 

Baudmo, SFHHA does not agree with the overall level of proposed revenue 

requirements reflected in the Company’s filmg. I also dlsagree with the 

Company’s proposed allocation of the revenue increase in t h s  case to rate 

schedules. As I have dlscussed rn the prevlous section of my testmony, there 

are legitimate concerns regarding the Company’s projectlon that form the 

basis for the test year cost of service study results (panties). Also, as I 

discussed, I beheve that the Company’s cost of service methodology 
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11 

12 

13 

14 

15 

16 

17 

18 

19  Q. 

20 

overstates the allocated costs to general service rate schedules and understates 

the cost to serve the residenual class. Putting aside all of these issues (level of 

the requued revenue increase, concerns with the Company's projections and 

the cost of service study methodology itself), I also believe that it is 

appropriate to incorporate a.measure of gradualism in the allocation of the 

approved revenue increase in this case, contrary to WL's approach that ignore 

gradualism. As I will discuss, it is reasonable and appropriate for the 

Commission to continue its past practice of limiting the increase to any rate 

schedule to 1.5 times the average percentage increase. This Commission 

policy of incorporating graduahsm in the allocation of the approved rate 

increase to rate classes is appropriate, regardless of the cost of service 

methodology approved by the Commission - in fact, it is independent of cost 

of service and focuses instead on the impacts and potential hardships created 

by the approved rate increase. In this case, in particular, given the very 

substantial proposed base rate increase requested of 25% and the current 

economic environment in the State of Florida, the Company's insistence on 

ignoring mitigation is unreasonable and should be rejected. 

Is there any basis for the Company's position that because of prior rate 

case settlements and other factors that have limited a full litigated 
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18 

19 

20 

consideration of cost of service and rate parities by the Commission, it is 

proper to ignore gradualism in this case? 

No. All of the Company’s rate schedules at lssue in this case have been 

approved by the C o m s s i o n  and were thus just and reasonable for each of 

the past 24 years “since panty was addressed” by the Commission. To the 

extent that past increases for various rate schedules were developed as part of 

a settlement of a rate case (such as the 2005 FPL case), these rates were 

agreed to by virtue of a settlement that was agreed to by FPL as being Just 

and reasonable. FPL‘s position seems to be that the prior settlements 

produced unjust rates and therefore in this current case it IS necessary to fix 

the problem and address these past mistakes. There is no basis for the 

Company’s position. Each case rests on its own merits and the applicatron 

of reasonable ratemalung pnnciples, such as graduahsm should not be 

influenced by the Company’s apparent complamt now about the outcome of 

pnor settlements that FPL voluntarily entered into and prospered from. It IS 

especially important for the Commission to contlnue its past prachce of 

applying gradualism in the development of increases, given the level of the 

Company’s proposed request and the general economc environment that all 

of the Company’s customers are facmng. Finally, the Company’s test year 

J. Kennedy and Associates, Inc. 
Docket N0.080677-EI 

~ ~ ~ ~~~~ ~~~ ~ .. ~ ~ .- 



Stephen J.  Baron 
Page 46 

cost of serwce results do not provide any basis to draw the conclusion, as 

FTL does, that the test year rate &spanties have existed for 24 years. As 

shown in Table 3, the rate dlspanties for a number of the large general 

service rate schedules (e.g., CILC-D, HUT-2 and € U T - 3 )  are projected to 

change matenally in the 2010 and 2011 projected period, compared to 

6 

7 

8 

9 

actual results. Even if the FPL projected test year cost of service results are 

assumed to be correct, these results do not mean that the same rate p d b e s  

have been in effect for 24 years. 

10 Q. 

11 

12 cases? 

Would you explain the regulatory concept of gradualism and how it has 

been addressed by the Florida Public Service Commission in past rate 

13 

14 A. Graduahsm is a ratemakmg concept that has been used by the Ronda Publlc 

15 Semce Comrmssion and other regulatory commissions that incorporates a 

16 measure of mbgation into the increases that would otherwise be dctated by 

17 the results of an approved cost of servlce study. Most regulatory 

18 comssions,  including the FPSC, base their dec~sions on the allocatlon of an 

19 approved rate increase to rate schedules on the results of a cost of servlce 

20 study. The FPSC has generally allocated increases to rate schedules in a 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 Q. 

13 

14 

15 

16 A. 

17 

18 

manner that would move rates towards cost of semce (i.e., rate panty of 1.0). 

However, to the extent that such an increase would be excessive, relatwe to 

the average increases approved for all rate schedules, regulators have 

incorporated the concept of rate gradualism into their decisions. The FPSC 

has traditionally hmited the increase to any rate schedule to no more than 1.5 

times the average increase, with no rate schedule receiving a decrease. In its 

recent TECO rate order in Docket No. 080317-E1 (Order No. PSC-09-0281- 

FOF-EI), the Commission affirmed this past pracbce. The Comrmssion 

should h u t  the increase in base rates that is approved in this case to 1.5 times 

the system average for each rate schedule. 

Have you developed a set of proposed increases using a “1.5 times” 

l i tat ion,  based on your recommended cost of service study parity 

results? 

Yes. Baron Exhibit-(SsB-9) shows the development of a set of rate 

schedule increases based on my recommended summer CP/minimum 

distribution system cost of service study results? The methodology reflects an 

Though this recommendation is based on the Company’s level of revenue requirements for 
comparison purposes it should not be construed as a support for the Company’s filed requested 
increase, which SFHHA opposes. 
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1 initial set of increases necessary to achieve parity, adjusted to meet the “1.5 

2 

3 

4 

5 Q. 

6 

7 

0 

9 A. 

10 

times” limitation, consistent with the Commission’s recent TECO Order in 

Docket No. 080317-EI. 

In the event that the Commission adopts FPL’s cost of service study 

results and the Company’s proposed increases, have you developed a set 

of increases that reflects the application of the “1.5 times” limitation? 

Yes. Baron Exhibit-(SJB-lO) shows the adjusted increases using the 

Company’s proposed rate schedule increases, as adjusted to limit the base rate 

11 

12 

13 Q. Would you summarize your recommendation with regard to the 

increase to 1.5 tunes the average increase. 

14 allocation of the Commission approved revenue increase in this case? 

15 

16 A. SFHHA recommends that the Commission adopt a summer CP allocation 

17 methodology in conjunction with a minimum dstribution system 

18 classificatlon method and that rate scheduk increases be developed such that 

19 rates are set at cost of service, subject to a constraint that no rate schedule 

20 should receive an increase greater than 1.5 times the system average increase 
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1 and that no rate schedule receives a rate decrease, consistent with past 

2 Commission practices. Table 8 summarizes the increases that S F H H A  

3 recommends using a summer CP/mirumum dlstributlon system cost of service 

A 

5 

6 

study and the increases using FPCs MFR filed cost of service study! Both 

sets of increases reflect an application of the “1.5 times system average 

increase” mitigation. 

7 

As noted earlier, SFHHA is recommending substantial adjustments in FF’L‘s requested revenue 
increases. The increases shown in Table 8 are based on FPL‘s requested revenue requirements so as 
to facilitate comparisons to the Company’s filing. 
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2 

3 

Table 8 
comparison of Increases with "1.5~" Cap 

:lLGID 

ILC-1G 

ILC- IT  

>SI-CSTI 

3S2-CST2 

SSI-OSTI-WIES 

SSCU-1 

GSDI-GSDTI 

GSLDI -GSLDTI 

GSLD2-GSLDT2 

GSLDBGSLDT3 

HLFTI 

HLFT2 

HLFT3 

MET 

OL-I 

os-2 

RSI -RSTI 

SDTR-1 

SDTR-2 

SDTR-3 

SL-1 

SL-2 

SST-DST 

SST-TST 

rota1 Retail 

SFHHA Cost Of SeNice 

lncreaSe - % 

13,926,584 26.9% 

61,307 1.4% 

5.885579 37.4% 

740,480 14.9% 

360,577 19.3% 

45,139,788 15.6% 

319.853 22.3% 

131,884,413 17.8% 

45,954,798 32.7% 

4,998,825 25.5% 

838,340 18.9% 

6,641,136 20.3% 

41,236,053 37.4% 

8,721,923 37.4% 

392,530 14.0% 

3,835,668 32.7% 

140.663 16.8% 

644,394,329 27.8% 

672,221 4.4% 

3,714,534 23.9% 

625,136 37.4% 

6,888,634 10.0% 

0 0.0% 

72,397 28.3% 

0 0.0% 

967,445,767 24.9% 

FPL Increases with Cap 

lnorease 2% 
19,362,722 37.5% 

1,174,681 26.2% 

5,895,320 37.5% 

1,856,227 37.5% 

698.034 37.5% 

23,213,707 8.0% 

22,058 1.5% 

242,282,889 32.7% 

52,617,291 37.5% 

7,340,722 37.5% 

1,556,204 35.0% 

9;362,521 28.6% 

41,304,298 37.5% 

8,736,357 37.5% 

992,205 35.3% 

435,458 3.7% 

313,913 37.5% 

524,910,244 22.7% 

5,928,711 38.6% 

5,815,715 37.5% 

626,171 37.5% 

14,488,490 21.0% 

17,049 1.5% 

95,878 37.5% 

0 0.0% 

969,046,862 25.0% 

' Differences between FPL and SFHHA totals due to rounding 
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1 Q. Does that complete your testimony at this time? 

2 

3 A. Yes. 
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Stephen J. Baron 
As of June 2009 

Date Case Jurisdict. party Utility Subject 
4/81 m(B] KY Lwbidle Gas Lou'kdlle Gas C W w i c e .  

&Electric Co. a Oectnc Co. 

4/81 ER-8142 MO Kansas C i  Power Kansas city Forecasting 
8 Light Co. Power & Lsht Co. 

6181 U-1933 AZ k o n a  CopraYwn Tuaan Eledic Forecasting planning. 
Commission co. 

284 8924 KY Am CarMe Lwisviile Gas Revenue requirements, 

weather nonnali8on. 
8 E l m  Co. c o s t d - d c e .  foremsung, 

Arkansac El& Arkansas Power Excess capadty. mstaf- 
Energy Consumers &Light Co. se*, rate design. 

Fbnda lndusbial flonda Power Allocation of fixed msts. 
Pwer Users' Group CMP. loed and capacky balance. and 

reserve matgin. D'wrsification 
Cfdiity. 

cost dlccaiim and rate design. 

3/84 M-038U AR 

5/84 83047O-El FL 

10184 84-194u AR EUkansasEledrk ArkensasPower 
Energy Consumers a d  Light Co. 

19/84 

1/85 

2/85 

3/85 

3/85 

3/85 

Ya5 

5185 

R-842651 PA 

8565 ME 

1-840381 PA 

$2443 KY 

mau GA 

R-842632 PA 

84-249 AR 

cii of 
Santa 
Clara 

Lehigh Vailey 
Pawer Canmike 

A i m  lndusbid 
Gases 

Philadelphia Area 
i M  Energy 
Users' Gmup 

Acen Aluminum 
Corp.. et ai. 

Ationmy General 

West Penn P m r  
Industrial 
Intervenors 

Mansas Elecbk 
Energy Consumers 

, Chamberof 
Cammem 

Pen n syha n i a 
Power & Light 
co. 
Cenkal Maine 
Power Co. 

Philadelphia , 
EledricCo. 

Louisvik Gas 
& Elecbic Ca. 

Georgia Power 
co. 

West Penn Pcwer 
co. 

Arkansas P o w  8 
LiQhtCO. 

Santa Ciara 
M w k i p a l  

Intempbile rates, excess 
capacity, and phasein. 

intempWe rate design 

Load and energyfuecast. 

Emn~mia of wrnple!ing W 
genedng unit 

Load and energy forecasting, 
generam planning economics. 

Generation planning ewnomia. 
pnrdence of a pmped stawe 
hydm unit 

Cost-oCservice, mle design 
refum multipiien. 

Cost-oCservb, ratedesign. 
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Date Case Jurisdict. Party Utility Subject 
8/85 84-768- wv West Virginia MoMngahek Generatnn ptannitg economicr. 

6/85 

7/85 

lW85 

10185 

2/85 

3/85 

2/86 

3/86 

3/86 

5/86 

8186 

10186 

12186 

E42T 

E-7 
Sub 391 

29046 

85045U 

85-63 

ER- 
85076% 

R+W220 

R-850220 

65.29911 

85-726- 
EL-AIR 

86081- 
E-GI 

E-7 
Sub 408 

U-17378 

38063 

Nc 

NY 

AR 

ME 

NJ 

PA 

PA 

AR 

OH 

wv 

NC 

LA 

IN 

Industrial 
l nt e rv e m 

Camlina 
In&AMs 
(CIGFUR Ill) 

MUShid 
Energy Users 
Assodation 

h n s a s  Gas 
Consumers 

A i m  IndusW 
Gases 

Air Produds end 
Chemicals 

West Penn Power 
Industrial 
Intwenors 

West Pam Power 
lndusbial 
Intervenors 

Manses El%o?k 
Energy Conwmers 

Industrial E l M c  
Consumers Gmp 

WestViginia 
Energy Users 
Grwp 

Camlina Industrial 
Energy Consumers 

Louisiana Public 
Service Commkswn 
Staff 

lndusbiai Energy 
Consumers 

PowerCo. 

Duke PaUwCo. 

orange& 
RocMand 
Utiiiles 

Arkla. Inc. 

C e M  Maine 
Power Co. 

JerseYhM 
power a Kght CO. 

Wesf Penn Powec Co. 

WestPenn h C a .  

Arkansas Paver 
a Liiht GO. 

Ohio Power Co. 

Mormngahela Power 
co. 

Duke P o w  Co, 

Gulf states 
UBies 

Indana & Michigan 
PowerCo. 

pnrdence of a pumped stcrage 
hydro unit 

c&*f~~. latedesiQn, 
intenuptible rate des@. 

Cost.of-servim, rate desgn 

Reglalory policy.  as mt*f- 
service, rale design. 

Feasib'dity of intermpIMe 
rates, avdded cost 

Rate design 

O p h d  reserve, @me, 
offsystem sales guarantee plan. 

Optinai reswa magins. 

guarandee plan. 

cost&service, rate &sun, 
revenue distribution. 

cascof-senice, rate design, 
intenupbble rats. 

pnrdence. off-system S a l e  

Generation planniq economics, 
pndence of a pumped slmage 
hydro unit 

CoSecf-serviee. rate design, 
intxuptible rates. 

Excess capaC$y, emnomb 
analysis of purchased power. 

InterruptiMe rates. 
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Date Case Jurisdid. ParIy Utility Subjed 
3/87 EL46 Federal Louisiana public Gulf SbkS CosVbenefit analysis ofunt 

W1 Energy Swice Cwnmission Uhlilies, pwver sales wntract 
EL-& Regulatory Staff Souhem Co. 

4187 

5187 

5/87 

5187 

5/87 

6187 

6/87 

7187 

8187 

9187 

10187 

10187 

10187 

u m a 2  LA 

87623- W 
E-C 

87472- WV 
E41 

86524- WV 
E-SC 

9781 KY 

36734 GA 

U-17282 LA 

85-10-22 CT 

36734 GA 

R-850220 . PA 

R47OE51 PA 

1460025 PA 

E4151 MN 

Louisiana PuMic 
Service Commiskm 
Staff 

Aim Indusldal 
Gases 

West Virginia 
Energy Users 
Gmup 

West Virginia 
Enwgy Users' Gmp 

KentuckylndusW 
Enargl Conmers 

Georgia Rhli 
Wix Commission 

Louisiana PuMic 
Service Commission 
Stafl 

Connedkut 
industrid 
Energy Consumers 

Georgia Public 
Senice Commisshn 

West Penn Power 
Industrial 
Intervenors 

Duquesne 
Industrial 
Intervenors 

Pennsylvania 
Industrial 
lntervenon 

Tamnte 

Gulf swes 
uiilles 

Monongahela 
Power Co. 

Monongahela 
power Co. 

Monongahela 
Power Co. 

LOUHeGaS 
a EI&C CO. 

Georgia Power Ca. 

Gulf States 
vtiliies 

Connecticut 
rght a Power cd. 

Georgia Power Co. 

West Penn Power Co 

Duquesne Light Co. 

Minnesota Paver 

Load forem8ng and impndence 
damages, River Bend Nudear unit. 

lntermptible rates, 

Anaiyze Mon PoweYs fuel fding 
and examine the reasonatleness 
OF M W  d a h .  

Emnomicdispkhing of 
pumped storage hydm unit. 

Andysisofhpactof1986Tax 
Reform Act. 

Ewnomic prudence, evaluati 
of Vc@e nudeer unii - load 
rOrecas6ng. planning. 

PhasPin plan for Rber Bend 
Nudear unit. 

Mefhodoicgy for refunding 
rate muderation fund. 

Test year sales and revenue 
forecar. 

E m s s  capaaty, reliability 
of geneating sys$m. 

IntermpMe rak, ccst-of- 
service, revenue diocatbn 
ratedesign. 

Pmposed rulesforcogenerabn. 
avoiMed m t ,  rate remvery. 

Excess capacity, power and 

~ ~ 

J. KENNEDY AND ASSOCIATES, INC. 
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Stephen J. Baron 
As of June 2009 

Date Case Jurisdict. Party Utility Subject 
GR-87-223 lntewenors a Light CO. cost-of-sewice, ratedesign. 

10187 87024 FL Occidental Chemical 
carp. 

12/87 870701 CT 

3/88 10064 KY 

Conndcut lndusbial 
Energy Cmsumers 

Kentucky Indushid 
Energy C a n w  

3/88 87-185TF AR Ahnsas Eiactric 
ConSUlMrS 

5/88 870171coO1 PA GPU hdurtrial 
htervsnors 

6/88 870172cOD5 PA GPU lndusbial 
Intelvenors 

7188 88-171- OH 
EL-AIR 
88-170- 
EL-AIR 
Interim Rate Case 

7188 A& 1Sit 
OfPsc xldidal 

Docket 
u-17282 

11/88 R-880989 PA 

11/88 88171- OH 
EL-AIR 
88-170 
EL-AIR 

3/89 8702161283 PA 
2841286 

6/89 8565 Tx 

IndusiM Energy 
Consumers 

Louisiana PuMic 
Service Cmmissmn 
CimH 
Court of Lcuisiana 

United Stah 
sled 

lndusbial Energy 
Consumers 

AnwAdvanced 
Materiais Cap.. 
Allegheny Ludium 
Corp. 

Occidental Chemical 
corp 

Florida Power Corn. 

Connecticut Light 
PoWerCo. 

L w i i i e  GS a 
O e d k  Co. 

Arkansas PGWH a 
Light Co. 

Metopolitan 
Edison Co. 

Penns@ania 
Eledric co. 

Clweland Oectrid 
Tdedo E h n  

Revewe fwecasting, weather 
ncmnalizason. 

Excess capacity, nudear plant 
phase-in. 

Revenuefmast, weather 
nonaiizalion rate treatment 
of cancelied plant. 

Standbylbechp electric rates. 

Cogenemn defend 
mechanism, nwdifmlim of energy 
cost lemvery (ECR). 

Ccgenerafion defeml 
mechanism. modification ofenew 
mst recovery (ECR). 

Financial analysis/nead for 
interim rate relief. 

Gulfstates Load f o m h g ,  imprudence 
U W i  damages. 

Carnegie Gas Gas mst4sewice, rate 
design. 

Cleveland El& Weather normali&n of 
Tdedo Edison. 
General Ratecase. regulatorypalicy. 

peak Iwds, e m  capadty, 

Wed Penn Power Co. Caiculaled avoided capacily, 
m v e i y  Of capacity payments 

Houston Lighting 
Power Co. 

Cwt-of-se&?, rate design 
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Expert Testimony Appearances 
of 

S t e p h e n  J. Baron 
As of June 2009 

Date Case Jurisdict. Party Utility Subject 

8/89 3840-u GA Georgia Public Georgia Power Co. Revenue forecasthg, weather 
Sawice Commission rcimalizalion. 

Pudence - Palo Vede Nudear 

casting. 

9/89 2087 NM Attorney General Public S w i m  Co. 
of New Mexiw o f N e w M m  Unls 1,2 and 3, load fore- 

10189 2262 NM New M e h  lndusbial Public Serv'ke Co. Fuel adjusbnent dause, off- 
Energy Consumers ofNewMexim SySlerF sales, maeofeiice, 

rate design, marginal cost. 

11189 38728 IN 

1190 U-17282 LA 

5190 890366 PA 

6190 R-901W9 PA 

9/90 8278 MD 

12190 U-9346 MI 
Rebuttal 

12/90 U-17282 LA 
Phase IV 

12190 93-7.05 . ME 

1191 90-1203 CT 
Interim 

Indusbb Cwsumers 
for Fair UWity Rates 

Louisiana Public 
Service Commission 
staff 

GPU Industrial 
Inlervem 

Armm Advanced 
Materiis cop.. 
Allegheny Ludlum 
Corp. 

Gmvp 
Malyland Industrial 

Association of 
Businesses Adwcahg 
TaMEquily 

Lwisiana Public 
S e k e  Commissmn 
Staff 

Aim Industrial 
GassS 

Cmneckut IndusW 
Energy Consumers 

Indiana M ich in  
PowerCQ. 

GuHSIates 
Mi les  

Metmpdiin 
Edison CQ. 

West Penn Power Co. 

Ballmore Gas a 
Eleddc CO. 

Consumers Power 
co. 

GuHSweS 
Wities 

Central Maine Power 
co. 

Cannectiwt Ught 
8 Power Co. 

Excess capacity, capacity 
equalizatbr. judsdidional 
cost allocah, ratedesign, 
interruptible m. 
Jurisdidional mst dlmkm. 
O&M ewense analysis. 

MnMNypeneratorwst 
rewvely. 

Allocahn of OF demand c h a w  
in the fuel wst, cas+&- 
servics, ratedesign. 

Cmt-af-servke. ratedesign, 
revenw ailomtion. 

Demand-s'ie management, 
envimnmentd extmalities. 

Revenus requrements. 
j u M i d i d  a l l m h .  

InvesVgation into 
intamptitie sawice and rates. 

lntenm rate relief, financial 
analysis, dass revenue allocation 

Connecticut Light Revenue requiremenb. wst-af- 5191 90-1203 CT Connechcut Industrial 
Phase II Energy Consumers &Power Co service, rate design. demand-sde 

management 
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Of 

Stephen J. Baron 
As of June 2009 

Utility S u b h t  Da te  Case Jurisdict party 
8/91 E-7,SUB NC North W i n a  Duke Power Co. R m e  requirements cos! 

Muskiat d l m h  rate design, demand. 
Energy Consumers side management 

SUB 487 

MD Westvaco Gip. Potomac Edion Co. Cadanoocation, rate design, 8/91 8341 

1990 Clean Air Act Amendments Phase I 

8/91 91372 OH 

ELUNC 

9/91 P-910511 PA 
P.910512 

9/91 91-7.31 w 
-E-NC 

10191 8341- MD 
Phme II 

10191 U.17282 LA 

Note: No testirnuny 
was Verne6 on Ihs. 

11/91 U-17949 LA 
SubdacketA 

12/91 9 i - m  OH 
ELAIR 

12/91 Pa80286 PA 

1/92 C-913424. PA 

6/92 92-02-19 CT 

A m  Steel Co.. L.P. Cincinnati Gas a Economic anatpii d 

Eled,ic Co. wgenmtion, aMid cost rate 

Me$eny M u m  Cap., Wed P m  Power Co. Econormcanatpa ofpmpwed 
AnnmAdvanced CWiP Riderfot 1990 Clean Air 
Materials Co., Act Amendments expdhn'es. 
The West Penn Power 
I nduW Usen' GWD 

WestViiginiaEnergy 
Users'Gmp 

Westvaw Corp. 

Louisiana Public 
Seriiia Commission 
Staff 

Louisiana PuMk 
Setviia Commissm 
Staff 

Armw Steel Co., 
Air Prcducb a 
Chemicals, Inc. 

A m o  Advanced 
Malerds Cop., 
Ailegheoy Ludlum Corp. 

Duquesne Interruptible 
Complainants 

Connecticut lndushid 
Energy Consumers 

Monongahda Powm 
co. 

Potanac Edson Co. 

GulfSWes 
UtiliBes 

South Central 
FAi Telephone Co. 
and proposed mergemth 
Southem MI Telephone Co. 

Cindmati Gas 
a ~techic CO. 

West Penn Power Co. 

Duquesne Light Co. 

Yankee Gas Co. 

Emmmicamiyss of propwed 
CWlP Riderfot 1990 Clean Air 
Act Amendments expenditures. 

Emmmic analysis of proposed 
CWlPRiderfor1990CleanAir 
Ad Amendments expntiires. 

Results of comprehensive 
managementaudl 

AMlysis of south cenbal 
BellS restrucluring and 

Rate design, interruptible 
rates. 

Evaluation of appmpriate 
avoided capaciv costs. 
QF projects. 

Industriel inienuptible rate. 

Ratedesign. 

J. KENNEDY AND ASSOCIATES, INC. 
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Utility Subject  Date Case Jurisdict. party 

NM New Medw PuMns& Co. C&&wica. 8192 2431 
InduW intenrenor; ofNewMexim 

8192 Rm922314 PA GPU Industrial Melropolitan Edson C&-of~SwVice, rate 
lntervenars co. design, energy mst rate. 

lndusbial Consmers Indiana Michigan Costd-smke. rate Wn, 
for Fair Ufiiiiy Rates 

The GPU Industrial Pennsylvania C0st-otWwk.s. rate design, 
lntervenars oectric Co. energy mst rate, rate lreabnent. 

9/92 39314 ID 
energy mst rate, rate beabnent Power Co. 

1W2 Moo920312 PA 
C.007 

12/92 U-17949 !A Louisiana Public 
Service Commission 
SW 

Malerids Co. 
12/92 Rag22378 PA ArmcoAdvanced 

The WPP Industrial 
lntervenon 

1/93 8487 MD The Maryiand 
I n d u W  Gmup 

2/93 EOOXR- MN NollhStarSteelCo. 
92.1185 Praxair, Inc. 

Swth CenM BeU MaMgeiwntaudt. 
M. 

West Penn Power Co. Cosbf.rerib. rate design. 
energy mst rate, soz allwarn 
raletreabnent 

BFdtmre Gas & €kdrkcx&Cf-W~~ 
EIecbicCo. rate design. gas rale design 

(UexiMe rates). 

Nwthern States lilkenyw rates. 
PowerCo. 

4/93 EC92 Federal LwisianaPubIic GuifStab 
21wo Energy SenriceCommission Uttiinteigy 
ER52-806 Regulatoiy staff agreement. 
000 Commission. 
(Rebuild) 

7/93 93.0114- w A i m  Gases Mormghda Pwer  
E 4  M. 

8/93 93075%EG FL flol!da mv'd Geneic- Eie6kic Cast recwwy and ilkxafh 
Power Usen' Group UtiIiiS of DSM msis. 

9/93 MOO9 PA Lehigh Valley Pennsylvania Power Ratemking heahnent OF 
3M06 F'werCamrniUee & Light Co. df-system sales revenues. 

11/93 346 KY Ken idy  lndushial Genek. Gas A h a t b l o f g a s ~ h e  
MMy Customers Utilities banslion msts - FERC Order 636. 

12/93 U-I7735 LA Lwisiana Public Cajun Uecbic Nudeargant pwdenca, 
fare.cadkg, ex~scapar i i y .  Service Comnissbn Power Coopedve 

Staff 
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of 
Stephen J. Baron 
As of June 2009 

Utility Subject Date Case Jurisdict. Party 

4/94 EOl5l MN h g e  Power InterVenwJ Mmnesda Power Costakcahon, rak design, 
GR-94-001 Co. rale pha& plan. 

5/94 U-20178 LA 

7/94 R4094E2.5 PA 

Louisiana Public 
Sfavice Commission 

&m, Inc.: 
West Penn Power 
indushid Intervenors 

7194 94-0035- W West Virginia 
E42T Energy Users Group 

8/94 EC94 F B d d  Louisiana Public 
13-wO Energy Service Commission 

Regulatory 
Commission 

9194 ROO943 PA LehM Vfky  
081 Pwrer Cumm'tlee. 

R W  
081C0001 

9194 U-17735 LA Lw'kiana PuMic 
Wce Cwnmissjcn 

9194 U-19904 LA Louisiana PuMic 
Service Commission 

law SWJ GA Georgia Public 
Servke Commission 

11/94 EC94-7-000 FERC Louisiana Pubiic 
E R W & W O  SeniceCammlssion 

2195 411430EG CO mal steel. L.P. 

4195 RMwc1271 PA PP&L indushial 
Customer Alliance 

6195 GO0913424 PA DuqueSne Intenupdble 
COO946204 Complainan& 

Lwidana Power 8 
IjghtCo. 

West P m  Power Co. 

Monongahela Power 
Co. 

Gulf States 
VhlltieSlEnlergy 

Pennsyivania PuMic 
Wty Commission 

Cab Electric 
Power Cooperah 

Gulf Slates 
u t i l i  

S w ~ e m  Bell 
Telephone & 
Telegraph Cn 

El Paso El& 
and Cenhal and 
sodnVe5t 

Public Service 
Company of 
CdOradO 

Pennsylvania Power 
8 Gght Co. 

Duquesm Light Ca. 

h l y s i s  of least mst 
integratedresaurce plan and 
demand4de management program. 

coaeotsewice. a b 8 o n  of 
rate inuease, rale design, 
emissh allowance sales, and 
0perak.m and m a m a n e  expense. 

Evaluation of appmpnate avdded 
mst rate. 

Revenue requhments. 

Pmposals to address mmpetikn 
in telewmmuniwhn markets. 

Merger ewmmics, transmission 
equakation hold harmless 
pmposals. 

intermptible rates. 
c o s e o f s e ~ .  

COStQf-SerVb. d~oCah!l Of 

rate increas. rate design. 
interrupfible rates. 

InlermptiUe rates. 

J. KENNEDY AND ASSOCIATES, INC. 
. ~ .... ~~~ ~ .... ~ .... .. ~ . . . ~  .... 
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of 

Stephen J. Baron 
As of June 2009 

Date Case Jurisdict. Party Utility Subjed 
8/95 ER95.112 FERC LouiinnaPubiffi Enteqy Services, Open Access T r a m s s h  

ow Service Commission Inc Tan& - Wholesale. 

10195 U-21485 LA 

IO/% E R S I M 2  FERC 
m 

10195 U-21485 LA 

11/95 1-940032 PA 

7/96 U-21496 LA 

7/96 8725 MD 

Louisiane Public 
Service Commission 

Louisiana Public 
Service CMlmissbkm 

Louisiana Public 
Service Commission 

industrial Energy 
Consumers of 

Pennsylvania 

M s i m  Publi 
Service Commission 

Maryland Indusbi4 
G ~ P  

Lwisiana FUWG 
Service Commission 

9196 u-22092 LA Lovbiana Public 
Service C o m m M  

2/97 R-973877 PA Philadelphiaka 
Industhi Energy 
Usere Gmup 

6/97 CMt US Bank- Lwisiana Public 
AChn NOW Selvice Commission 
No CAii 
94-11474 Middle Didrid 

of Louislana 

6197 R-973953 PA Philadelphia Area 
Industrial Energy 
Users Gmup 

Gulf Stales 
U 6 1 i  Company 

System Energy 
Resources. inc. 

GoKSta&S 
UGliies Co. 

Centai Louisiana 
El& Co. 

BaMmwe Gas h 
Ekc. Co., Pobmac 
Elec. PwrCo..  
C a n S l e U h  Energy 
Co. 

Cabn oecbic 
Power Coopemhe 

Nudear decommissioning, 
revenue requirements. 
Caps1 StNChlre. 

Nudear demmmissioning. 
m u e  requirements. 

Nudear dewmmissioning and 
mi of deM capital. capiM 
ShChlre. 

Retail m m p e l i h  issues 

Revenue requement 
analysis. 

Ratemakng issues 
assochbdwilh aMeqer. 

Revenue requhents 

Enbrgy Gulf DecommMning, weather 
States, inc. nWm*h, capital 

PECO Energy Co. Cornpdiie redwc(uring 

StNChlE. 

p o r i  issues, shanded cost, 
transihn charges. 

Capn Eledrk Confirmafix of reorganization 
Power CoopreWe plan: analysis of rate pams 

poduced by wmpetiig plms. 

PECO Energy Co. Refail competition issues, rate 
unbundling, stranded cast 
analysis. 

6/97 8738 MD Maryland Indus&!ai Generr R&l campebbm issues 
QWP 
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Expert Testimony Appearances 
of 

Stephen J. Baron 
As of June 2009 

Date Case Jurisdict. Party Utility Subject 

7/97 

10197 

10197 

10197 

11/97 

11/97 

12/97 

12/97 

3/98 

R-973951 

97.204 

PA 

KY 

PP&L IndusM 
Customer Alliance 

Alan Aluminum Cwp. 
~ W i r e C O .  

Pennsyivania Power 
d Light Co. 

tis River 
Eieclrlc Corp 

Retai conpallon ksues. rate 
unbundling. stranded cost analysis. 

Analysis of cost of setvim issues 
-Big Rivers Rashduring Pian 

R-974008 

R-974w9 

U-22491 

PA 

PA 

LA 

M-itan Edison 
lndushial Users 

Pennsylvanka Electric 
industrial Customer 

Lothiana PuMiffi 
Service Commissh  

Mebopditan € d i m  
Ca. 

Pennsylvania 
Electricco. 

Entergy Gulf 
Slales, inc. 

ReW compli%on ' w s .  rate 
unbundling, sbanded wst andysis. 

Retail mpeMim issues. rate 
unbundling, stranded mst analM. 

DecommissMng, weather 
normalllion, capW 
mclure. 

Analysis of Reiaii 
R m c ( u h g  Pmposal. 

P-971265 PA Philadelphiah 
Industrial Energy 
Users Group 

West Peon Power 
IndUdl!d hlbNBnOi3 

Duquesne industrial 
InteNenOrS 

Enron Energy 
Services Power, lncl 
P E W  Energy 

West Penn 
PowerCo. 

Duquesne 
LQM Co. 

R-973981 

R-974104 

PA 

PA 

Retai compefihn issues, rate 
unbundling, sbanded cod 
analysis. 
Ratad compeition isslles. rate 
unbundling, stranded mst 
analysis. 

u-22092 
(Allocated Sbamled 
Cost Issues) 

3/98 u-2092 

LA L o u i s h  Public 
Service Commissbn 

Guifslales Retail compeWi. sbanded 
U l l t i i  co. wsl quantification. 

Lmi4ana Public 
Sewice Commission 

Louisiana Public 
Service Cammission 

Gulf States Slranded F t  quanMcaton, 
LMiies, Inc. resaucbwing issues. 

Cajun Elechic Revenue requirements analysis, 
Power Cooperah, weather normaliikn. 
Inc. 

Ballmore Gas Elecbic ullity whcturing, 
and Elecbic Co. sbanded cod recovery, rate 

unbundling 

9/98 L!-17735 

12/98 8794 MD Maryland lndushial 
G m p  and 
Millennium Inorganic 
Chmicalslic. 

LA Louisiana Public 
Service Commission 

12/98 U-233% Entergy Gulf Nudear decommissioning. weather 
Stales. inc. normalhation, Entergy Svstem 

Agreement 

Merger issues related to 
market power mitigation pmposals. 

American Electric 
Power Co. &Central 
sourn west carp. 

5B9 E G W  
(crass. 40600 
Answering Testimony) 

FERC Lcuisiana Public 
Sewice Commission 

J. KENNEDY AND ASSOCIATES, INC. 
~~~ - ... .~ ~. ~ . 
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Expert Testimony Appearances 
of 

Stephen J. Baron 
As of June 2009 

Date Case Jurisdict. Party Utility Subject 

5/99 98-426 KY Kentucky lndusbial LwisviUe Gas Periormanoe based regubh, 
(Response U t i l i  Customers. Inc. a ~iectric CO. SeiUememeot pmposal issues. 
Testimony) aosslubsdies W e e n  decbic. 

gas services. 

6/99 W 5 2  WV WeStVhjginiaEnergy pppalachian Power, E l m  UMity restrucluring, 
Users Group Motwngaheia Power, stranded mst recovery. rate 

& Potomac Edson LlllblTw. 
Companies 

7199 990535 CT conmhdusbial UnW Illuminating Electric uiility restiucluring, 
Enwgy Consumers Company stranded mst remvery, rate 

unbundling. 

7/99 Adversary U.S. Lwisiina Public Cahn Elact* Mobntodissolve 
Praceeding Bankmptcy Service Commission Paver Cooperative preliminary injuncSim. 
No.98-1065 CMlrt 

7199 940506 CT C o n n M d  lndustnal 
EnergyCansumers 

10199 V-24182 LA Louisiam Public 
Service Commissnn 

12199 U-I7735 LA Louisiana Public 
Service Commission 

0300 U-17735 LA Louisiana PUMic 
Service Commission 

03/00 99-1658. OH AK Steel Corporation 
EL-ETP 

Entergy Gulf 
states, 1nc 

~ p n  E!&k 
Power COoperaWe, 
iffi. 

Cajun Electric 
Power Cnqeralim, 
Inc. 

Cindnnati Gis 8 
ElecfricCo. 

E l e h  utiiiiresbucturing, 
siranded mremvery. rate 
unbunokmg. 

Nudear demmissioning, wmWr 
normalhaSon, Entergy System 
Agreement. 

Anan+ysiofPrcpsed 
Conhad Rats, Market Rates. 

Evaluation 0fCwpemUve 
Power Conhci Elections 

EWnc utlii resbucturing. 
stranded wst remvery. rate 
Unbundling. 

J. KENNEDY AND ASSOCIATES, INC. 
__ - - _I 
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of 

Stephen J. Baron 
As of June 2009 

Date Case Jurisdict. Panty 

06/W 980452 WA WestViinia 
E41 Energy Users Grmp 

08/00 03.1050 WVA WestVirginia 
E-T Energy Users Gmup 
W-1051-E-T 

IO/DO SOAH473- TX The Dallas-Foil worth 
w-1020 Hospnal Coundl and 
PUC 2234 The W i n o n  of 

lndependentcdleges 
And Universities 

1ZW U24993 LA Louisiana Public 
S e w  Commission 

12/00 EL0066 LA Louisiana hMic 
Mx) d EROG2854 service Commirsion 
Ec9533-002 

W/O1 U21453, LA Lwishna Public 
U-20925, SeNice Commission 
U-220% 
(Subdockel E) 
Addressing Contested I s w  

ZOMI 1 w  GA &Olga hbli 
Service Canmission 
Adversary staff 

11/01 U-25687 LA Louisiana Public 
SeMce Commissian 

11/01 u-25965 LA Louisiana Public 
Service Commission 

03/02 W114BEI FL South Florida Hospital 
and Healmcaie Assoc. 

06/02 U-25965 LA Louisiana PuMii 
S e h  Commisswn 

07/02 U-21453 LA Louisiana PuMii 
Seriice Commission 

Utility Subject 

Appela~hh Power Co. 
American Electric Co. rate unbundling. 

€le* u U i i  mhcbdng 

Mon Power Co. 
Pdomac Edson Co. 

TXU. In% 

Electric utiity r e s W r i n g  
rate unbundling. 

Enmy Gulf Nudear decammissioning, 
Sates, Inc. revenue reQjirernenk. 

Entergy Services Inc. Inter-Company System 
Agreement M o ~ c a ~ o n s  fa 
retad wmpelilbn. interruptible load. 

Jurisdbikikd Business Separation - Enkigy Gulf 
states, IN. Texas Resbuchnng Flan 

Geurgia P w r  Co. Test year revenue fwmst. 

Entergy Gulf 
swes, I11c. 

Genefk 

Florida P o w  8 
Light Company 

Enbrgy Gulf States 
Entergy Larisiaoa 

SWEPCO, AEP 

Nudear demmmissioning requ iwmb 
lransmissiMrevenUes. 

independent Transmission Company 
pransm”). RTO rate desgn. 

Retaa cast ofsem. rate 
desQn, resourn planning and 
demand side management. 

RTO Issues 

Jurisdictional Business Sep. - 
Texas R e W -  Pian 

J. KENNEDY AND ASSOCIATES, INC. 
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Date Care Jurirdlcl. Party Utility 

08102 U-25888 LA h i s m a  Public Enbrgy Louisiana, Inc. 
service Commissin Enlergy Gulf Slates, Inc. 

06/02 ELOI- FERC Lcuiilana Public 
8600(1 Service Cornmisson 

11/02 02S315EG CO CF81 Steel & Climax 
Molywenum Co. 

01/03 U-17735 LA LwisianaPublii 
Service Cornmission 

02/03 02SS9E CO Cnpw Creek and 
Vicfar Gold Mining Co. 

04/03 U-26527 LA Louisiana Public 
Service Commission 

Enlergy services Inc. 
and the Enlergy 
Operating Companies 

PuMic Service Co. of 
cobEd0 

Lwbiana Cwps 

Aqula, Iw. 

Entergy Gulf Slates, Inc 

11103 ER03-755000 FERC LouisianaPubiic Enlergy Servk .  Inc. 
Servka Commission and 1heEntergyOpra~ng 
Staff Companies 

11/03 ER03-W.000 FERC LarisianaPublic Entergy Services. k, 
ERCQ.583-001 Service Commission me Enfergy Operating 
ER03583M12 Companies, EWO Make!- 

Ing. LP, and Entagy 
ERW81MX), Power. lm. 
ERO3681-001 

mo3682d00, 
ERrn82401 
ER03682.W 

12/03 U-27136 LA Louiciana Public En- Lmish, inc. 
Service Canmission 

01/04 E41345 AZ Krcger Company Arizona Publicsenice Co. 
036437 

02/M W032071 PA Duquesne lndushial 
intervenors 

Duquesne Ligt  Company 

03/04 03A43M CO CFBi Sieel. LP and P u b l i c S d  Company 
Climax Molybedenum O f C d o r a d O  

Subject 

Mcdifichnstothe Inter- 
Company Sysbm Agreement 
Prnducth Cost EqualizaBon. 

Modifications to me Inter- 
Company Sysm Agreement 
Producfnn cost Equa lkah 

Fuel Adjusbneot aause 

Ccntraci Issues 

Eva(uatbn of Wholesde -sed 
~owerconbacts. 

brahntb~of WtdesalePurchased 
Power CMlbaCts. 

Revenue albcation rafe dedgn. 

Pmv& of last resat issues. 

Purchased Power Adjustment Ciause. 

J. KENNEDY AND ASSOCIATES, INC. 
- -- -~ ~ -. ~ ..... ~ . .~  . . ~. ~ 



04B6 U-25116 LA 

OM06 R.03061346 PA 
MoOIOO05 

06106 ROO061366 
ROO061367 
PW62213 
P-00062214 

07106 U22W2 L4 
S U M  

Expert Testimony Appearances 
of 

Stephen J. Baron 
As of June 2009 

CWnmissianStalf 

Lauisiana Public Service 
Commission Staff 

Duquesne Industrial 
lnklvenors & IECPA 

Met-Ed W Ewgy 
Users Gmpand Penelec 
I n d u M  Customer 
Alliance 

Louisiana PAlcService 
Commission Staff 

Date Case Jurisdict. Party Utllity Subject 

04/04 2 W 3 W  KY Kentucky lndustrisl UbTl Lnriswlk- Gas 8 Eledic Co. Cosl of S e h  Rate Design 

O W 4  03SS39E CO Mppla Creek Vdor Gdd 

200500434 custMners. Inc. Kenhcky Uirk GO. 

Aquila, Inc. Cast of Service, Ra$ Design 
Interrupb3b Ra$s Mning Co., Gmdrkh Cop.. 

Hdcim (U.S.,), Inc,. and 
The Trane Co. 

06/04 R-00049255 PA WBL Induskid Custamer PPL Eleclric UMks Cop. Cost of service. rated-, 
Alliarce PPLlCA issues and trammission 

sewice charge. 

lo/@ MS-1ME co CFaI Siee4 Comp;ny, climax PuMic S e h  Company Cost of service, rate dasign. 
Mines of Colorado Inknuptible Rates. 

03105 Case&. KY Kentucky lndusbial Kenbcky vtll~s Environmental drecuveiy. 
2004-00426 Wily Customen, lm. L o u i l  Gas & Electric Go. 
Case No. 
2004-00421 

06/05 05w45EI FL %Uh nMIda HOSpitd F M a  Power & REM ws( dse*, rata 
and Healthcare Assoc. Light Company dsgn 

07105 U28155 LA LouidanaPublic Enbrgy M i a n a .  Inc Independent Cmrdinator d 
Service Cornmission staff Entergy Gut stales, Inc. Transmlssian - CosVBeneM 

09105 CaseNos. WVA WestViginmEnergy Mon PowercO. Environmental mst remveiy. 
05-0402-ECN Users Group Potomac Edison Co. . Securilzalion. Financing Order 
050750-EPC 

01/06 a o m 3 4 1  KY Ksntucky Industrial Kentucky Power Company Cod of s e h .  rate design. 
transm'w'm expenses. C m g e s h  
Coa ReEovery Mechanism 

03/06 u-22092 LA Lcuisiana PuMtcSeMce Entergy Gulf stales. Inc. Separamn of EGSl into Texas and 
Louisiana Cmpanies. 

Transmission Pndence lnvesligafion 

M t y  Customers. Inc. 

Entergy LMlisiana, Im. 

Duqume L i i C o .  Cost d S e h ,  Raie W i n ,  T r a m m M  
Service Charge, Tariff Issues 

Genemtii Rate Cap. Transmissmn Senw 
Charge. Cost of Wce, Rate Design. Tariff 
issues 

Wbn@ii E d m  CO. 
Pennsylvania Electric Co. 

Entergy Gulf Stales, lw. Separalion of EGSl into Texas and 
Louisiana Companies. 

J. KENNEDY AND ASSOCIATES, INC. 
.... ~. . . ~. , .. ~... . ~~ 

~~. 
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Of 

Stephen J. Baron 
A s  of June 2009 

Date Case Jurisdict. Party U t i l i  Subject 
07106 CaseNo KY K e n W  Indusbia Kenbckv Utilities Environmental cost recovery. 

Ulliiy Usbunen, Inc Louis& Gas 8 Electric Ca. 
case No. 
xH)600129 

CaseNo. VA 
PUE-2W600065 

E-01345A- AZ 
054816 

Lhc.No. CT 
9701-15REO2 

CaseNo. WV 
060960-E-42T 

U-29764 LA 

08106 

09/06 

11/06 

01/07 

0307 

05107 

05/07 

Cid Dominion Committee 
For Fair Utility Rates 

Krcger Company 

A@achian Power CO. ccst Allcaton, Albcation of Revenus Incr. 
Otf-System Sales maqin rate !reamm 

&ma Public Service Co. Revenue diiccation. mst of w i c e ,  
rate design. 

Caoneclcut Industrial 
Energy Consumers 

West vim Enegy 
Users Group 

Lwihna Public Service 
Commission Staff 

Ohm Energy Group 

Gmneticul Light 8 Power 
United ihminalng 

Mon Power Co. 
Potomac Edison Co. 

Entegy GuKStates, Inc. 
Enlemy Louisiana, LLC 

Ohio Paww, Cdumbus 
swthem Pwrer 

PPL Eled~ic Ufdiks Cop. 

Rate unbundliy issues. 

Retajl CostofService 
Revenue apportionment 

ImplementaSon of FERC Decision 
JurisdMonal8 Rate Ctass Allacation 

Envtmmentd Surcharge Rate Design CaseNo. OH 
0763ELUNC 

R40045255 PA 
Remand 

PPgl indusw Cuslmer 
M i a m  PPLICA 

Costof servica, ratedesign. 
tartfissues and hawrnissim 
servics charge. 

Cost d w i c e ,  latedesign. 
tariff iswes. 

Distribution tine Cost Albcakm 

O M 7  

07/07 

09/07 

11107 

R-00072155 PA PPgl Industrial Customer 
AiiiancaPPLlCA 

Gateway Canyons LLC 

PPL Elechic Ufliies Cop. 

Grand Valley Power Coop. Dcc.No. CO 
07F437E 

Doc.No. WI 
05-UR-103 

ER07482oW FERC 

Wiswwin lndustial 
Emgy Gwp, Inc. 

LouisianaPublc 
SeMce Commissii 
SM 

Cimarex Energy Company 

Wisconsin Electric Power Co. Cost of Service. rate design. tariff 
issues. Intermpbble rates. 

Pmpased modicahns b 
System Agreement Schedule MSSJ. 

Eniergy Services, Inc 
and the Eniergy Cpedng 
COmpifS Cost iundiona!kahn issues. 

RW Mountain Power 
PadCarp) Pmjecied Test Year 

Dhw Edison. Toledo Edkon 
Cleveland Eledlic IllumiMting 

Entergy Services, inc 
and Ihe Entergy Operating 
Companies Caiculahns. 

West Peon Power Ca. 

Vintage Pricing, Marginal Cost P r M g  

class Cmt o f S e r k ,  Rate Reshucluring. 
Appo&nment of Rwenue lncreasa to 
Rate schedules 
Entegy's Compliance Filing 
System Agreement Bandwidth 

M u i f  Sewica Man issues. 

1/08 

1/06 

2/00 

Doc.No. W 
20oM1-27ER47 

CaseNo. OH 
07-551 

ER07-956 FERC 

Ohio Enwgl Grwp 

Louisiana Public 
Swice Commission 
stafi 

West Peon Power 
industrial Intervenors 

2/08 OocNo. PA 
P43072342 

J. KENNEDY AND ASSOCIATES, INC. 



Docket No 080677-El 

Exhlblt-(SJB-I). Page 16 Of 17  
Expert Testimony Appearances 

~ 
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of 

Stephen J. Baron 
As of June 2009 

Date Case Jurisdict Party Util i ty Subject 

3/08 DocNo A2 Krcger Company 
EO1933A050650 

05/08 08-0278 WV West V~gina 
€41 Energy Users Gmup 

6/06 CaseNo. OH 
08-124-EL-ATA 

7/08 DockelNo. UT 

08/08 Doc.No. WI 
07-CQ593 

668oUR-116 

09/08 Doc.No. WI 
669wR-119 

09/06 Case No. OH 
08-936€L-SSO 

OW8 Case No. OH 
08935ELSSO 

oSn8 Case No. OH 
08917-ELSO 
oB918-ELSO 

Ohio Energy Group 

K w r  Company 

Wisconsin Industrial 
Energy Gmup, Inc 

Wisconsin Industrial 
Energy Group, lm 

Ohio Enersy Gmup 

Ohio Energy Gmy, 

Ohio Energy Gmup 

Tucson Elecbic Power Ca. Cost of S e k .  Rate Design 

Appalachian PcwerCo. W N e t E n e r g y  M Y E C  
Ameriwn Elecbic P m  Co Andysis. ' 

Ohio Edison. Toledo Edwn 
aevdand EI& niuminating 

Rocky Mountam Power Co. 

Wisansin Power 
dwdlighfM. Issues. InWupWerates. 

Wisconsin Public 
SwikZCo. I s s u e s . m p w a n .  

Ohio Edison. Toledo Ediion 
C t e ~ E ~ c U l ~  Sol&&m 

Ohio Edism, T W  E d b n  
Cleveland El& Ihninathg Plan 

Ohio Power Company 
c o i u m b u s s w ~ P ~ C o .  Plan 

Pmava-j of De(wred Fuel cost 

Cost of Sew'w, Rate Design 

Cost of Service, rate design, tariff 

cost of Service. rala design, tariff 

Fmvidw of Last ResM CompeWe 

. ,  

Fmvider of M Resat Rate 

Pmvder of Last RasMt Rate 

10108 200840251 KY K e n k k y  Industrial UWiy h i s d e  GP 8 oemic CO. cost of service,  ate ~esw 

IIDE 081511 W W e s t V l  Mon Power Co. Expanded Net Energy Cost WEC 

200Bw252 Cusbmels, Inc. K e n W  Utilities Co. 

EGl Energy Users Group Potomac Edison Co. Analysis. 

11/08 M-2wB PA MekEd industrial Enersy Mek@an Edmn Co. Transmk4on Service Charge 
2036188, M- Users Group and Penelec Pennsyivaoia Elecbic Co. 
20062036197 lndusbial Custamer 

Alllam 

01/09 ER08-1056 FERC Louisiana Fublic 
Serb GnnMion 

01/09 E.01345A- Az Krwer Company 
W172 

Entemy Services, Inc. 
and Ihe Entergy Operating 
CMlpanieS 

h n a  Public Service Co. 

Entegy's Comdiance Ring 
System Agreement Bandwidth 
Cal c ll a li o w . 

Cost of Service. Rate Design 

02/09 200800409 KY Kentucky lndustriai vtility 
Customers, Inc. 
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Expert Testimony Appearances 
of 

Stephen J. Baron 
AS of June 2009 

Date Case Jurisdict. Party Utility Subject 

YO9 PUE-7209 VA VA CommRee For Dcminion Virginia Transmissiar Cost Rewvery 
a m 8  Fair Ublity Rates P o w  Company Rider 

5/09 woi77- wv West Viinia Energy Appaiachian Power 
E-GI Users Gmup C ~ W Y  

Expanded Net Energy Cost 
'ENEC' Analpis 
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Homer. FPL is scheduled 10 present its new pmjectbns d cool-efteciive DSM to lhe 
FPSC In June 2009. These new pmjecllons WHI be used lo determine FPL's new DSM 
Goals for the years 2010 lhmugh 2019. The pnolyr~c 0 M o p  thew new pmjectlons of 
wst-effrnlve OSM for the new DSM G d s  819 cwrendly n work In pro~ress a1 lha time 
the 2009 Site Plan I8 being med. The Rnai order from lhe FPSC enablishing FPCs new 

DSM Goals Is expected in the 4" Quarter d 2008. The subsequent developmen1 end 
approval of FPL's DSM Plan (wlth whlch FPL will meet the new oosls) wHI l l d y  be made 

In early 2010. Therefore, the lmpaol of FPL's new DSM Goals and DSM Plan wiU be 
reflected next year in FPL's 2010 Site plan. 

These key assumptions, plus the other updated Information. ere then applled in the first 
fundamental step: the detennimaUm of the meplluds and the timing of FPL's resource 
needs. This determination i8 aceomplfshed by nyslem reliabikly analyses which are 
Wicaily based on a dual plannlng criteria d a minimum peek pericd merve maan of 
20% (FPL applies this to bolh Summer and Winter peaks) and a maximum lossd-kad 
pmbablltty (LOLP) of 0.1 day per year. BOM ol these crReria are commonly used 
thmughoulthe UtliindusWy. 

Hlstoncally. two lypes of methodologies. determlnistio and pmbablffitic, have baen 
employed in system reliability pn~lysii. Tha calculation d excess Iirm cepeohy at the 
annual system peaks (reserve magin) is the most wmmon mathod, and tWs relatively 
simple da te rm iw  Ealculatbn can be pertamed on a spreadsheet. It prwides an 
indication of the edequecy of a pwrating system's oepeclty reeoums compared lo Ita 

bod during peak perbda. However, daermlnistic methodo do not take into m u n t  

pmbebirwic-related elemants such as the impact d indivMual unH failures. For exampla 
two 50 h W  un!iu which can bs cwnhtd on lo rim QD% of the time am mom vahrable in 
regard to uiilny system refiaMlay than is one 100 MW unit whlch can also be counted on 
to run 9034 of the Umo. Probabblk mslhcdr also mognizb the value d belng pan of an 
inlgiconnected s@em wah access to muliple ~apactly sounma. 

For this ream. pmbabllistic methalologlee have bean used to provide an adetlonal 

perspective on the reliabllky of a gememtlng system. There am a number of pmbabllistic 
methods that ere being used lo prfonn system reliabilii analyses. M these, ha most 
widely used is loss-of-load probabilty or LOLP. Simply staled, LOLP is an index of how 
well a generating systam may be able m meet ib demand @.e.. a measure of how often 

load may exceed avnilable resources). In contmsl to reserve margin. lhe calwlatlon of 

Florida Power & Company 58 
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through M O B  have lssuHed in a cumukithrs Summer peak reduclion ot approximately 
4,109 MW at the penemtor and an esiimaled cumu!ative enemy saving d WFmXimalely 
46,6443 Ggawalt Hour (GWh) at the generator. h u n t i n g  for m w e  marpln 
requirements. FPCs DSM efforts through 2M)8 have dimlnated the need to COnStNCl 
rnw than 12 new 400 MW generaUnp units. 

FPL has conslstent~ been among the IeEding ullllties nationally u1 DSM achievement 
For example, aoxtding to the US. Depaflmam of Energy's Mo8 data (the la8l year for 
which the DOE deta wes avallabie at the tima this Site Plan was belng develcped). FPL 
ranked # 1 nationelly in energy eMdency demand redudion and # 3 nalbnally In bad 
menagemerd demand reduclion. 

In June ZOM), FPL will be submltling Its proposed DSM Goals for Ihe 2010 - 2010 tlme 
period to the FPSC lor its approval. At the time the 2009 Site Phn is being Ilnalhed. 
FPL's analyses to determine what 18 proposed DSM Goals for 2010 - 2019 am a work in 
progress Consequently, FPL's 2009 Site Plnn is retaining essentially the same level d 
projected DSM addRionS as was presented in its 2008 Sie plan Howover. this level o( 

prqecied DSM addfiton?: 16 Ikely to change due to the DSM Goals work. 

Once FPL's DSM Goals are esiabliied. FPL will thon send its proposed DSM Plan. with 
whlch It plans lo meet meSe DSM Goals. to the FPSC for approval. FPL curmnUy 
antldpates thal both ils DSM Owls and DSM PIM for the 2010 - 201 S lime pericd wIIl be 
approved by the first Ouarlef of 2010. Thomfom. FPL expecU thst both ltlr new DSM 

Goals and DSM Phn will be addressed in FPCs 2010 Site Plan. 

Florida Power 8 Ught Company 70 
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PREFACE 

This project was jointly assigned to the NARUC Staff Subcommittees on 
Electricity and Economics in February, 1985. Jack Doran, at the California PUC had led 
a task force in 1969 that wrote the original Cost Allocation Manual; the famous "Green 
Book". I was asked to put together a task force to revise it and include a Marginal Cost 
section. 

I knew little about the subject and was not sure what I was getting into SO I asked 
Jack how he had gone about draffing the fmt book "Oh" he said, "There wasn't much to 
it. We each wrote a chapter and then exchanged them and rewrote them." What Jack did 
not tell me was that like most NARUC projects, the work was done after five o'clodcand 
on weekends because the regular work always takes precedence. It is a good thing we 
did not realize how big a task we were tackling or we might never have started. 

There was great interest in the project so when I asked for voluntems. I got plenty. 
We split into two working groups; m W d e d  cost and marginal cost Joe Jenkins from 
the Florida PSC headed up the Embedded Cost Working Group and Sarah Voll from thc 
New Hampshire PUC took the Marginal Cost Working Group. We followed Jack's sug- 
gestions but, right from the beginning, we realized that once the chapters were techni- 
cally correct, we would need a single editor to cast them all "into one hand- as Joe 
Jenlans put it. Steven Mintz from the Department of Energy volunteered for this task 
and has devoted tremendous effort to polishing the book into the final product you hold 
in your hands. Mctoria Jow at the California PUC took Steven's fml draft and desktop 
published the entire document using Ventura Publisher. 

We set the following objectives for the manual: 

0 

0 

0 

It should be simple enough to be used as a primer on the subject for new em- 
ployees yet offer enough substance for experienced witnesses. 

It m u t  be comprehensive yet fit in one volume. 

The writing style should be non-judgmental; not advocatin any one 
method but trying to include all currently used methods wi t% pros an Pcular cons 
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L COST ACCWJNTINC M3R BI$TRT3UT'fON PLANT AND 
IZXPENSES 

T h e  FwleraE &orgy Regulatory Commission (FEW) Uniform System af 
A w n i s  resr;tires separate acomnis for distribution invesbnent a d  experrses 
Distribution plant accaunts are summarized and e- in Tabk 6-1. Dttribution 
expense accounts are summarired and classified in TabIe 6-2. Some uriltties may 
c h m e  to establish subaccounts for more d&iled cost reparting. 
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To ensure that costs are proPerry &mated, the d y S  must f i i  ciassify each ac- 
COUD~ as demand-related, cudomer-related, or a combination of both. The classfication 
depends updl the analyst‘s evaluation of fiow the em& in these accounts were incUntd. 
In making this determination, supparting data may be mare importanl than theoretical 
considerations. 

sis of the nature of distribution p W  and expbse~. This win ensure that costs are as- 
signed to the wrrect functional groups for classification and alkxation. As indicated in 
Chapter 4, aU. Msk of semics can be identifiad as mcagy 
iomw-mIated. Because there is n6 m y  companent ofdktributim-reiated wk,  we 
need consider ody the demand and c d a e r  mmpnents. 

tion costs, distribution I 
primary and secondary v 
tion of dktrribution plant wou 

Aliwating ~ a s t 5  to theappropriate gxwp in a cost study requires a special d y -  

, demand-rehfcd, 0~ e=- 

To recognize valtage level and we of facilities in the functionalbition of distribu- 

fmctionaliiim and dasrifica- 
and r m d e r p d ,  and 

substations: Demand 
Distributian; Overhead Primary 

D e m a n d  

Services: 

Cust.omer 

Demand 
customer 

Overhead 
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B From this breakdown it can be seen that each distribution account must be ana- 
lyzed before it can be assigned to the appropriate functional category. Also. these ac- 
counts must be classified as demand-related, customer-related, or both. Some utilities 
assign distribution to customer-related expenses. Variations in the demands of various 
customer groups are used to develop the weighting factors for allocating costs to the ap- 
propriate group. 

II. DEMAND AND CUSTOMER CLASSIFICATIONS OF 
DISTRIBUTION PLANT ACCOUNTS 

W h e n  the utility installs distribution plant to provide service to a customer and 
to meet the individual customer’s peak demand requirements, the utility must classify 
distribution plant data separately into demand- and customer-related costs. 

a customer or group of customers based upon its contribution to some total peak load. 
The reason is that costs are incurred to serve area load, rather than a specific number of 
customers. 

Classifymg distribution plant as a demand cost assigns investment of that plant to 

Distribution substations costs (which include Accounts 360 -Land and Land 
Rights, 361 - Structures and Improvements, and 362 -Station Equipment), arc normally 
classified as demand-related. This classification is adopted because Substations are nor- 
mally built to serve a particular load and their size is not affected by the number of cus- 
tomers to be served. 

Distribution plant Accounts 364 through 370 involve demand and customer costs. 
The customer component of distribution facilities is that portion of costs which varies 
with the number of customers. Thus, the number of poles, conductors, transformers, sew- 
ices, and meters are directly related to the number of customers on the utility’s system. 
As shown in Table 6-1, each primary plant account can be separately classified into a dc- 
mand and customer component. Two methods are used to determine the demand and cus- 
tomer components of distribution facilities. They are, the minimum-size-of-facilities 
method, and the minimum-intercept cast (zero-intercept or positive-intercept cost, asap 
plicable) of facilities. 

. .  A. 

classifying distribution plant with the miniiumsize method assumes that a 
minimum size distribution system can be built to serve the minimum loading 
requuements of the cudomer. The minimum-size method involves determining the 
minimum size pole, conductor, cable, transformer, and service that is currently installed 
by the utility. Normally, the average book cost for each piece of equipment determines 

90 



0 iMuuipiy average instakd boalc *apt pcr mile of minimum s m  nm- 
ductorbythenumbuofcirwit~todcraaninethecUstomerwm- 
pone& BaIamC of plant aooamt is demand component. @otc two 
conductors in minimum system.) 

3. ACCOM~S 366 and 367 - ih ikpmd Conduits, Condudom, and 
DoViCeS 

0 Determine m h h m  sue cabhe m n t l y  Wig  installed. 

0 Multlply avcpagc W e d  beak a d  per mile of minlmum site cable 
by thq circuit mrls to determine ihe customer component. Baknce of 
plant Acwmt 387is dcmmd oompoaent. ( N e  one cable with 

shmth is minimwD syslan) ACCOUIU 356 condalt b assigned, 

0 Muftiply average instailed &ok cagt of minimum size transformer by 
n u m k  of transfarues tn plant atcoMt to detmnmc the customer 
component. Ratance of plant aaamt is demand component 

e on catip ofcs% acoolmt 

4- ACZOUKI~ 368 - Line Trnnsformer~ 
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0 Multiply average installed book cost of minimum size transformer by 
number of transformers in plant account to determine the customer 
component. 

5. Account 369 - Semces 

0 Determine minimum size and average length of services currently be- 

0 Estimate cost of minimum size service and multiply by number of 

0 If overhead and underground services are booked separately. they 

ing installed. 

services to get customer component. 

should be handled separately. Most companies do not b m k  service by 
size. This requires an engineering estimate of the cod of the mini- 
mum size, average length service. The resultant estimate is usually 
higher than the average book cast. In addition, the estimate should bc 
adjusted for the average age of sexvice, using a trend factor. 

. .  B. 

T h e  minimum-intercept method seeks to identify that portion of plant related to 
a hypothetical no-load or -intercept situation. This requires considerably more data 
and calculation than the minimum-size method. In most instances, it is more accurate., 
although the differences may be relatively small. The technique is to relate installed a t  
to current carrying capacity or demand rating, create a curve for various sizes of the 
equipment involved, using regression techniques, and extend the curve to a no-load 
mtercept. The cost related to the zero-intercept is the customer component. The. 
following describes the methodologies for determining the minimum intercept for 
distribution-plant Accounts 364,365,366,367, and 368. 

1. Account 364 - Poles, Towers, and Fivtures 

0 Determine the number, investment, and average’installed book cost of 
distribution poles by height and class of pole. (Exclude- stubs for guy- 
ing.) 

0 Determine minimum intmept of pole cost by creating a regression 
equation, relating classes and heights of poles, and using the Class 7 
cost intercept for each pole of qual height weighted by the number of 
poles in each height category. 

0 Multiply minimum intercept cost by total number of distribution poles 
to get customer component. 

92 
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Thelam st?.fd facrorsto co?lsiderwh ak&ingth jetnand Mmponcnts 
of: distribution pIarit. Dibution facilities, from a design and opercational perspective, 
are kskalkd primarily to meet Locat id area loads. Di~t~ibutiw substatiws are desigied 
to meet the maximurn ked  fiom the distribution f& emanathg from the substation. 
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maintenance and testing & d e s  related mon to revenue per customer than to the cast ... 

of the meters themselves. 
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Florida Power & Light Company 
Docket No.'080677-EI 
SFHHA's Second Set of Interrogatories 
Interrogatory No. 137 
Page I of 1 

Q. 
Interrogatories Directed to Mr. Joseph Ender (or such others as FPL deems 
appropriate): 

Please provide an explanation of the relationship between customer k W  demands and the 
number and cost of secondary poles, include specific documentation fiom FPL's distribution 
planning organization supporting the provisioning of poles on the system and the level of 
customer kW demand, and identify the name, title and organization of the respondent to this 
request, including a copy of the respondent's resume (if not already a witness in the 
proceeding). 

A. 
As stated in FPL's response to SFHHA's Second Set of Interrogatories No. 130, distribution 
poles installed throughout FPL's distribution system consist of feeder poles, lateral poles, 
service poles and streetlight poles, all of which can and do carry secondary voltage. KW 
demandlload, which affects the size/weight of the overhead wire and equipment to be used, is 
just one of many factors considered when FPL is determining the type, sizing and number of 
distribution poles to install. Other considerations include clearance requirements, wind 
loading requirements, the number of attaching entities, as well as other equipment to be 
installed on the pole. The size and type of poles for FPL's distribution system are detemuned 
and installed consistent with FPL's distribution engineering/constmction standards and 
guidelines which have been provided in FPL's responses to SFHHA's Second Request for 
Production of Documents Nos. 41 and 42. Regarding the cost of poles, generalIy, larger poles 
are more costly than smaller poles and concrete poles are more expensive than wood poles. 
See also installed costs provided in FPL's response to SFHHA's Second Set of 
Interrogatories No. 130. 

Respondent - Michael G. Spoor, Distribution, Director, Business Services 
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Selected Rate Case Application of Distribution Minimum System 
Classlflcation of Non-lighting Distribution Piant 

Wisconsin 
Voltaqe Ciassiflcation Pubilc Service 

Account 364 - P&s, Towers, & F ~ l m  
Pnmary Demand 53.6% 

Customer 46.2% 
Secondary Demand 

customer 
26.6% 
71.4% 

Account 365 - Overhead Conductors 6 Devices 
Primary Demand 30.2% 

customer 69.6% 
Secondary Demand 18.4% 

Customer 61.6% 

Account 366 - Underground Conduit 
Primary Demand 100.0% 

customer 0.0% 
Secondary Demand 100.0% 

CYStomW 0.0% 
Undesignated Demand 100.0% 

Customer 0.0% 

Amunt  367 - Undergraund Condudon 
Piimary Demand 

Customer 
Secondary Demand 

Customer 
Undesignated Demand 

Customer 

Account 368 - Distribufion Transformers 
Demand 
Customer 

27.0% 
73.0% 
37.0% 
63.0% 

33.2% 
66.8% 

Ohlo - Edison 

100.0% 
0.0% 

100.0% 
0.0% 

100.0% 
0.0% 

100.0% 
0.0% 

100.0% 
0.0% 

100.0% 
0.0% 

100.0% 
0.0% 

100.0% 
0.0% 

30.3% 
69.7% 

Kentucky LoUisViIie 
ytiliUes Gas 8 Electric 

21.1% 
78.9% 
21.1% 
78.9% 

39.4% 
60.6% 
39.4% 
60.6% 

21.1% 39.4% 
76.9% 60.6% 
21.1% 39.4% 
78.9% 60.6% 

27.9% 37.4% 
72.i% 62.6% 
27.9% 37.4% 
72.1% 62.6% 

27.9% 37.4% 
72.1% 62.6% 
27.9% 37.4% 
72.1% 62.6% 

52.1% 
47.9% 

51.2% 
48.13% 

Virginia 
Electric a Power 

41.7% 
58.3% 
52.7% 
47.3% 

66.8% 
33.2% 
81.4% 
18.6% 

73.7% 
26.3% 
73.7% 
26.3% 
73.7% 
26.3% 

73.7% 
26.3% 
73.7% 
26.3% 
73.7% 
26.3% 

87.3% 
12.7% 

51.2% 
46.8% 
48.4% 
51.6% 

51.5% 
46.5% 
52.1% 
47.9% 

67.8% 
32.2% 
67.8% 
32.2% 

53.2% 

55.2% 
44.8% 

46.8% 

50.8% 
49.2% 
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Florida Power B Light Company 
Docket No. 080677-El 
Staffs Third Set of interrogatories 
Interrogatory No. 19 
Page 1 of 1 

Q. 
This interrogatory relates to FPL's forecasts in this docket. Please identify any adjustments that 
were made to either the forecast data, or made during the course of executing the programs used 
t o  develop the Company's forecasting models. 

A. 

The output of the econometric model used to forecast net energy for load per customer was 
adjusted for changes in usage not embedded in the historical data. The specific adjustments are 
as follows: 

1. The addition of two new wholesale contracts (Lee County and Seminole Electric 
Cooperative). 

2. Incremental energy efficiency reductions resulting ffom mandated changes in appliance 
efficiency (e g., higher energy efficiency standards for air-conditioners) and compact 
fluorescent bulbs. This adjustment reflects only increases in energy efficiency not reflected 
in the historical usage. This adjustment is consistent with adjustments for mandated energy 
efficiency standards mcorporated in FPL's recent Need Determination filings. 

3 .  An adjustment for the increase in the number of minimal usage customers FPL has 
experienced coincident with the housing crisis. Historically, 6.8% to 7% of FPL's residential 
customers have been minimal usage customers, defined as those using 1 to 200 kWH per 
month. However, this percentage has risen with the increase in vacancy rates resulting from 
the housing crisis As of the end of 2008, the percentage of residential customers using 
minimal amounts of electricity had increased to 8.7% and recent actuals show the percentage 
has since men to 8.9%. Based on the lncrease in this percentage relative to its long-term 
average, FPL estimates that the increase in minimal usage customers is reducing net energy 
for load by approximately 1%. 

4. An anchoring adjustment is made to calibrate the model to the average level of 2008 usage. 

In combination, the above adjustments have substantially reduced the year-to-date weather 
normalized variance in net energy for load and are needed to accurately reflect the expected level 
of sales in the test year. 
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~ ~ 

Florida Power & Light Company 
Docket No. 080677-El 
SFHHA's Flrst Sei of Interrogatories 
Interrogatory No. 19 
Page I of 1 

Q. 
Interrogatories to Renae Deaton 

Regarding page 5:l-8. Please explain the manner in which FPL considered the ratemaking 
concept of "gradualism" in its proposed increase to each rate schedule and the movement 
towards parity. 

A. 
FPL did not consider the concept of "gradualism" in its proposed increase to each rate schedule 
and the movement towards parity as it has been 24 years since parity was addressed. It was 
determined that the inequities between the rate classes should be corrected at this time in order to 
eliminate the subsidization of some classes by other classes to the greatest extent practical. 
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FPL PROPOSED RATE SCHEDULE INCREASES WITH "1.5 TIMES" LIMITATION 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
25 
27 
28 

14) (5) (61 n, (8) (9) (10) 
Psrwnt in Dollar lnmea8e Alacalion Adjusted Percent 
Excess of a1 150% Cap of Shwdall Increase InCWse 

Cdars PWce"t 
(21 (3) 

8888 Rewnue 
(11 

h e  Rate Bare Revmue 
UO. st Present Rates' el Ropmed Rates (31 - (21 (4) ((2) 

150% 565,132,058 
21.3% 519.362.722 SO $19,362,722 37.5% 

565.470 $1,174,581 26.2% CILC-10 54,487,672 $5,577,083 51,089.21 1 24.3% 
CILC-1T 115,739,262 525.59&881 $9,954,619 63.2% $0 55,895,320 37.5% 
CSICSTI 54,955,735 57.573359 $2,517,625 52.8% 0 51.856.227 
csz-csT2 $1,863,803 . 52.762.773 5919.170 46.3% 
GS1 -GSTl-WIES 5269 935.102 1308.422156 $18,487,053 6.4% 
GSCU-1 
GSDlGSDTl 
GSLDlGSLDTl 
GSLDZGSLDTZ 
GSLD3-GSLDT3 
HLFTl 
HLFT2 
HLFT3 
MEI 
OL-1 

+ CILC-1D $51,694,388 $82,079,174 U0.304.788 58.8% 

S D T W  
SL-1 
SL-2 
SST-DST 
SST-TST 

$1 11733103 

$1,671,744 
168,948,389 
$1.1 12,458 

5255,974 
$a,782.762 

Total Retail Adjusted Base Re $3,880,726,521 

51:432:151 
$968513.856 
$211.742.852 
526,944,082 
15.910.972 

$41.512.173 
$174.336415 
$35,165,313 
53.743.115 

511,965,185 

52,798,421,588 
51,361,440 

$20,958.889 
sn.542.544 

$110 0 0% 
$227.437.085 30 7% 
$71,255,867 50 7% 
19,3115,901 47 7% 
51,465,617 33 0% 
56,725,335 26 6% 

$84,062,841 58 1% 
$1 1,841,079 

5Q34.841 
$251,782 
5523.360 

$482.023.670 
55.607.357 
56~015.811 

50.8% 
33.3% 
2.1% 

62.4% 
20.8% 
35 5% 
51.6% 

52,155.303 
$w.in.w17 
$1,112,458 

$3,755,673 
$363.351 

54,849,773,383 - 

$783,558 46.9% 
513,229,097 19.2% 

la 0.0% 
$ i a 7 m  41.9% 
($27.0891 0 7% 

$969,046,852 25.0% 

0.0% $1.089.211 
25.8% $5.895.320 
15.4% $1.856.227 
11.8% 5598.034 
0.0% 518.487.053 
0.0% $110 
0.0% $227,437,055 

13.3% 552,617,291 
10.2% 57.340.722 
0.0% 51.455.617 
0.0% $8,726,335 

20.5% $41,304.296 
13.3% 18,736,357 

0 0% 55,607357 
14.2% $5,815,715 
9.4% 1625,171 
0.0% 513.229,MR 
0.0% $0 
4.5% 595.876 
0.0% $0 

$903,914,804 

. .  
$0 $698;034 

$4,726,554 $23,213,707 
$21.948 $22,058 

$14,845,804 5242,262,889 
$0' $52,617,291 
$0 $7,340,722 

590.587 $1.556.204 
5835.185 $9,362,521 

$0 $41.304298 
$0 g.736.357 

557.364 $992.205 
5183.676 . $435.458 

SO $313,913 
142,686,574 $524,910,244 

1321,354 55,928.71 1 
SO 55,815,715 
la $626,171 

51,258,392 $14,488,490 
$17,049 $17,049 

50 595.678 
$0 $0 

5969,046,852 - 

37.5% 
37.5% 
8.0% 
1.5% 

32.7% 
37.5% 
37.5% 
35.0% 
26.6% 
37.5% 
37.590 
35.3% 
3.7% 
37.5% 
22.7% 
38.6% 
37.5% 
37.5% 
21.0% 
1.5% 

37.5% 
0.0% 

25.09~ 



CERTIFICATE OF SERVICE 
DOCKET NO. 080677-E1 

I HEREBY CERTIFY that a copy of the PREFILED TESTIMONY AND EXHIBITS 

OF THE SOUTH FLORIDA HOSPITAL AND HEALTHCARE ASSOCIATION has been 

furnished by electronic mail and U S .  mail to the following parties on this 16th day of July, 2009 

to the following: 

Robert A. Sugarman 
I.B.E.W. System Council U-4 
c/o Sugarman Law Firm 
100 Miracle Mile, Suite 300 
Coral Gables, FL 33134 ’ 

Jean Hartman 
Lisa Bennett 
Martha Brown 
Anna Williams 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 

Jack Leon, Natalie Smith 
Senior Attorney 
morida Power & Light Company 
9250 W. Flagler Street, Suite 6514 
Miami, Florida 33174 

John T. Butler 
Florida Power &Light Company 
700 Universe Boulevard 
Juno Beach, FL 33408-0420 

Robert Scheffel Wright 
John T. LaVia 
d o  Florida Retail Federation 
225 South Adams Street, Suite 200 
Tallahassee, FL 32301 

Jon C. Moyle, Jr 
Vicki Gordon Kaufman 
Keefe Anchors Gordon & Moyle 
118 North Gadsden Street 
Tallahassee. F132301 

. 

J.R. Kelly 
Office of Public Counsel 
c/o The Florida Legdature 
111 W.MadisonStreet,Room812 
Tallahassee, FL 32399-1400 

Thomas Saporito 
Saponto Energy Consultants 
Post Office Box 8413 
Jupiter, FL 33468-8413 

Brian P. Armstrong 
Nabors, Giblin & Nickerson, PA 
1500 Mahan Drive, Suite 200 
Tallahassee, FL 32308 

Mr. Wade Litchfield 
Florida Power & Light Company 
215 South Monroe Street, Suite 810 
Tallahassee, FL 32301-1859 

Cecdia Bradley 
Office of the Attorney General 
The Capitol -PU1 
Tallahassee, Fl 32399-1050 

John W. McWhirter, Jr 
c/o McWhirter Law Firm 
PO Box 3350 
Tampa, FL 33601 

/d Kenneth L Wisemn 
Kenneth L. Wiseman, Esq. 


