Power Surge Protection
Power Surge puts you in centrol. You decide on how much
coverage is right for you. You can cover your valuable equipment
and appliances up to a total value of $5,000. The premiums are

Here Are Some Facts You Should
Know About Lightning:

based on the amount of protection you choose, starting at e Lightning ~ the most dangerous and frequently encountered H

monith for $2,000 of coverage. ¥ a8 8 o weather hazard people experience each year ~is the sec‘:ond A tte n t' o n
Take a proactive step. Since no one can predict when and where mo_St f_msue_m weather—rela»ted. kmer. in the Umt? States FPL E ner
fightning will strke, it pays to be prepared. Join the more than ® While it is difficult to quantify lightning fosses, it is estimated gy
86,000 FPL Energy Services customers” who have chosen to that $4-5 billion in damages occur each year.' =

protect their appliances and electronic equipment against damages e Florida, the fightning capital, experienced 334,317 lightning Services
caused by lightning or power surges. strikes in 2007 alone.’

No checks to write. Once enrolled, your insurance plan’s monthly
premiums will be conveniently added to your FPL bill. There are no
extra checks 1o write or additional bills to mail.

Try it for 30 days with no obligation. You have a right to review
this important coverage. If not satisfied, return the policy within the
: first 30 days for a full credit of any premiums you have paid (minus
| any claims). Of course, you are free to cance! coverage at any time
i after that If you wish.
Don't be without this powertul protection. Month after month,
you'll enjoy the peace of mind and security that come from
knowing you are prepared in the event of a power surge or
fightning strike.
* FPL statistics

e Over $5,000,000 in claims has been paid to FPL Energy ReSEdentia'

Services customers with Power Surge Protection to recover
damages caused by lightning and power surges.’ Customers:

Don’t Be Left Out!
Join the more than 86,000 FPL Energy Services

customers’ who have chosen to protect their
appliances and electronic equipment against

damages caused by lightning or power surges. Your
Authorization
is Required

Important
Reminder

for Residential
Customers:

- o R O e e e e B A 0 R B A A e e D e e O A A

'2007 www.nssl.noaa.gov/primerflightning/itg_damage.htm/
*FPL statistics within FPL service territory
2007 Assurant Solutions statistics

© Assurant, Inc. 2008
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Power Surge Protection
Offered on behalf of FPL Energy Services

Power Surge is optional insurance protection that covers the cost
to repair or replace your appliances and electronic equipment —
everything from the air conditioner to your computer's hard drive -
against damage caused by power surges and lightning strikes.

FPL Energy Services has had years of experience dealing with
lightning strikes and power surges and knows the damage they
cause. While there’s no way to completely prevent the damage,
Power Surge Protection can provide post-surge recovery for your
essential electronics and appliances.

While you may not be able to avoid damage caused by lightning
©f power surges, you can halp reduce the cost of repairing or
replacing your damaged appliances and electronic equipment with
optional Powser Surge Protection insurance. FPL Energy Services
and American Bankers Insurance Company of Florida, a leading
?nswanoe provider, have teamed up to provide this optional
insurance coverage.

Power Surge pays. Power Surge Protection covers the cost to
repair or replace your appliances and electronic equipment against
the risk of financial loss caused by damage from power surges and
lightning strikes. You will be reimbursed for the cost of repair or
replacement for covered losses, up to the maximum of your policy.
And with Power Surge Protection, you never have to pay a deductible!

Here’s what some satisfied FPL Energy
Services customers say about
Power Surge Protection:

“Our claim was handied quickly and [we] had no problems with it.
[We arej very happy wih alt [the] services.”
- William A., Venice

‘Everyone should enrolf [in] this program — especially in Florida.”
-~ Theresa C., West Palm Beach

‘We were pleasantly surprised at the quick response and the
timely way you paid the claim. Thanks!”
~ Donald G., Naples

Power Surge Summary of Exclusions

provided by American Bankers
Insurance Company of Florida

® Electric appliances and electronic equipment not oparational just
prior to the peril causing the loss or not owned by the poficy owner.

¢ Electric appliances and alectronic equipment that cannot be
replaced with other of like kind and quality.

¢ Additional costs of on-site service, such as travel charges.

o Loss resulting directiy or indirectly from enforcement of any
ordinance of law regulating the construction, repair or demoalition
of a building or other structure.

o Loss caused by, or resulting from, depreciation; insects, vermin,
corrosion or rust; physical environment such as dust, dampnaess,
dryness, cold and heat; mysterious disappearance; error or
omission in design or system configuration; faulty construction
or any original defect in the covered property; war including
undeclared or civil war, repair or service including instaliment
of covered property.

® Additional costs incurred as a result of a toss, such as extra
expenses, programming, data reconstruction, data recovery or
program instaliation or reconfiguration.

e Costs recoverable under the product wamranty or extended warranty.

This is a brief description of Power Surge Protection. Please refer to
your policy, which you will receive once you enrolt, for complete
details of coverage and exclusions that apply.

Power Surge protection is underwritten by American Bankers
Insurance Company of Florida, an Assurant Solutions company,
11222 Quail Roost Drive, Miami, Florida 33157~ 6596.

To enroll, simpiy complete the enroltment ferm and

mail along with your FPL payment. To envoli by phons,
call toli-free 1-877-459-5590 and mantion offer 3521,

O L L L L T
@ . > o " o A e O L o BN RO o 0B B O T A o B S0 08 R 6 O 08y R -

A DETACH HERE AND RETURN WITH YOUR FPL PAYMENT A

PROTECT YOUR BUDGET
FROM UNEXPECTED
REPAIR BILLS.

[
Energy Services

[$A YES! Pieass enroll me in the Power Sarge prutection program.
1 undersiand that the purchase of this insurance s votuntary, aod
I'm ivoa to cance! at any time,

Please choose one
of the {oliowing plans:

[] 5,000 / $10.00 per mo.
] $3,500 / $7.00 per mo.
[[] $2,500 / $5.00 per mo.
(] 52,000 / $4.80 per mo.

call Se habla espanol,

lnmbyglvgwmissimtndmsem@tammmmmuﬂmhmemel

am purchasing.
HOLDER'S SIGNATURE !TODAY'S DATE J
X [ !
Ptoase Print
FPL BiLL ACCOUNT NUMBER lREOUﬂRED) I DAYTIME PHONE #
] | 1| | L1 0C )
PRINT ACCOUNTHOLDER'S NAME (REQUIRED)

GOUNTHOLDER'S FLORIDA ADDRESSlClTY STﬁ'}[E IZIP
i

Any person who knowingly and with intent to injure, defr‘aud' of
degeive any insurer files a statement of claim or an applicalion
containing any false, incomplete or misleading information
guitty of a felony of the third degree. (Applicable in FL.)
A4270-0900

UCENSED RESIDENT AGENT NAME

FPL Energy Services, 5001 Viliage Blvd., West Paim Beach, FL 33407,
Telemarketing License §T02270.

Power Surge is avaitable to residential customers only.

Powe Sorge Protacton [3757-0005-2851-0-M-FL-280126U1]
© Assurant, inc, 2008
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Signat
is Require

Residential Customers:

Attention FPL Energy Services
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Your friends and neighbors enjoy the benefits
of Power Surge Protection.
Here's what some have said:

“The service could not have been better. “We were pleasantly surprised at the quick
We were satisfied complelely.” respornse and the timely way you paid the
~ Louise W., Miant claim. Thanks!l”

- Donald G., Naples
“Our claim was handled quickly and [we]
had no problems with it. [We are] very “Thank you for the fast [and] courteous
happy with all {the] services.” service, [it] was excellent.”

- William A, Venice - Keith T, Titusville

“Everyone should enroll with Florida
Power & Light for this program — especially
in Florida.”

- Theresa C., West Palm Beach

. o TR S S S0 M N D e
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We request your
signature to activate
optional Power Surge
Protection.

Please respond by your
parment due date, or call
toll-free 1-877-459-5590

and mention offer #621

to immediately process

your enroliment.

Important

Reminder

for Residential
Customers:
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Damage from lightning and power surges - it happens ...
probably more often than you think.*

Did you know? Envoll in Power Surge protection.
Power surges can cause: With Power Surge Protection, you will:

= Your computer to lose data « Be reimbursed for the cost to repair or

« Electronics to overheat replace_ywcpveredappiamesand

. electronic equipmment due to damage

s Household arjnpﬁances to matlfunction from power surges and lightning strikes
The cost for repair or replacement is - Be covered for losses up to the
expensive and usually NOT covered by policy maximum

homeowner’s insurance. So what can you do
to prepare for the unexpected?
Safeguard your budget with Power Surge Protection
Offered on behalf of FPL Energy Services

* Florida is the lightning capital of the world. Florida experiences lightning strikes at least 100
days per year. www.aroundcentralflorida.com

« Never have to pay a deductible!
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55% of Americans mistakenly believe that their
homeowners policy covers power surges*.

Your Homeowners Policy Power Surge Protection

Coverage for damages from power sitkges
Oeductible

Increased premuum rate after claim

Cancellation after claim

* The vast majority of renters and homeowssess policies gxcknde sudden foss or damage to electronics
from changes in an artificially generated electrical current. (Survey conducted by Tnusted Choice

your EFL paymiis
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) PROTECY YOUR BUDGET FROM UNEXPECTED REPAIR BILLS.

L.

YES! Please enroll the
QMWMM%.%

thes insurance is voluntary, and

I 'm free to cancel at any time.
o char| FPL account
eyt e covrege | P

Please choose one

of the fotlowing plans:

[ $5,000 / $10.00 per mw.
{153,500 / $7.00 per mo.
(1 52,500 / $5.00 per mo.
] 52,000 / $4.00 pes mo.

JACCOURTHOLDER'S SIGNATURE

TODAY'S DATE

{1

?Aﬂlﬂf PHONE #

ACCOUNTHOLDER'S FLORIDA ADORESS CITY

STATE | ZIP
FL

cail S( habia e~panu¢

:;y and with
intend 10 injure, defraudor ive any
insurer files a statemetd, of Claim or 20

mmm%myfase,
%da[&a\ydﬁem FL)
in
MZ70—0900
LICENSED RESIDENT AGENT NAME

PP22287-0508 mahp

License §TC2270

FPL Telemarketing
R e bﬁmmmmmnm

Power Surge is available to residential customers only. [ 3757-0005-285-1-0-M-FL-28147U1

LICENSE NUMBER
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Power Surge Summary of Exclusions provided by
American Bankers Insurance Company of Florida

Electric appliances and electronic equipment
not operational just prior to the peril causing
the loss or not owned by the policy owner.
Electric appliances and electronic equipment
that cannot be replaced with other of like
kind and quality.

Additional costs of on-site service, such as
travel charges.

Loss resulting directly or indirectly from
enforcement of any ordinance or law
regulating the construction, repair or
demolition of a building or other structure.
Loss caused by, or resuiting from,
depreciation; insects, vermin, corrosion or
tust; physical environment such as dust,
dampness, dryness, cold and heat;
mysterious disappearance; effor or omission
in design or system configuration; faulty

construction or any original defect in the
covered property; war including undeclared
ot civil war; repalt of service including
installment of covered property.

® Additional costs incurred as a result of a foss,
such as extra expenses, programming, data
reconstruction, data recovery of program
installation or reconfiguration.

¢ Costs recoverable under the product
warranty or extended waranty.

This is a brief description of Power Surge
Protection. Please refer to your policy, which you
will receive once you envoll, for complete details
of coverage and exclusions that apply.

Power Surge protection is underwritten by
American Bankers Insurance Company of
Florida, an Assurant Solutions company, 11222
Quall Roost Drive, Miami, Florida 33157- 6596.
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** Assurant Solutions statistics, 2007

The one who benefits in so many ways
from Power Surge Protection
is You.

You decide. You can protect your appliances and electronics up to a vaiue of
$5,000. Premiums start at $4 per month for $2,000 of coverage.

You can join the more than 86,000 FPL customers enrolled in Power Surge
Protection.” And enjoy protection when needed (over $5,000,000 in claims has
been paid to customers with Power Surge Protection).”*

You can enjoy coverage for repair or replacement. Can't be repaired? You
will be reimbursed for a replacement up to the policy limit.

You don‘t have to write any extra checks. Monthly premiums will be
conveniently added to your FPL bill,

You have nothing 1o lose. Review your coverage for 30 days. If you're not

satisfied, simply return the policy within the first 30 days for a full credit of any
premiums you have paid (minus any claims).

* FPL Energy Services statistics

PP22287-0508
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Damage from lightning and power surges — it happens ...
probably more often than you think *

Enroll in Power Surge protection,

1 Poe Protectian, yo

o malin

menl 15

ATy

* Florida is the lightning capital of the world. Florida experiences lightning strikes at feast 100 days per year.
www.aroungceairalflorida.com
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55% of Americans mistakenly believe that their
homeowners policy covers power surges”™*.

\.

1s Policy Tpuwer Surge Protection

“* The vast majority of renters and homeowners poficies gxclude sudden loss or damage to electronics
from changes in an artificially generated electrical current. (Survey conducted by Trusted Choice
Agencies, 2007).
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Your friends and neighbors enjoy the benefits of

Power Surge Protection.

Here's what some have said:
Yl didn't realize our refngerator had “*Service was timely and competent.
computer boards and when the technician Customer Service was helpful and
told me the cost | didn't expect (Assurant) to  explained what | had to do to fife my claim in
pay the total repair cost. | was pieasantly a competent, professional manner.”
surprised when [ received a check a few - Wayne R., Paim Coast
weeks later for the full amount.”
- James M., North Venice “I think it is wonderful coverage, even

reimbursement for Tech charges to see if

“After purchasing the program | heard they could be repaired or replaced.”
reports that having claims processed was - JRD., Yulee

lengthy and complicated. Exactly the
opposite was true. | received a very fair
refund in a timely manner.”

- James F,, Sarasota PPA2L3 0858 ol hp
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Safeguard yo

i

ur budget with Power Surge Protection
red on behalf o

PP22498-GOS8 ohip
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PROTECT YOUR BUDGET FROM UNEXPECTED REPAIR BILLS.

For additinnal infarmation or immediate enroliment. call toll-free
FPL 1-B77-459-5530 and inention offer #[XXX]). Please have your FRL
EnergyServices account number available when you call, Se habla espanot.

)

YES! Piease enrolt me in the Power Surge protection program. | understand that A%y person who kowingly and with
lzlhepcxdme of this insurance is volurtary, and ' free to cancel at any time. "E;;Drg;? ﬁtﬁ?stg m“'é
t hereby give permission to charge my FPL sccount monthly for the cowerage | am purchasing. claim o an application containing

Please choose one [ 185,000/ $10.00 per mo. []53,500/$7.00 permo. e RPeE e, risedng

of the following plans: []$2,500 / $5.00 per mo. the thied degree. “Pp‘m"&"‘ogm
rccounmomsa's SIGNATORE Joom DATE P S T vt o
X [/ residential customers only.

Please Print
FPL. BILL ACCOUNT NUMBER (REQU?REID) DA'mM)E PHONE #

|

PRINT ACCOUNTHOLDER'S NAME (REQUIRED)

YOOOX-KXXX-XXX-X-X-FL-X0000U1

ACCOUNTHOLDER'S FLORIDA ADDRESS CITY STATE | 2P PP22488-0808 ahhp
FL Power Surge Protection

©
FPL Energy Services, Telemarketing Licemse #TC2270, 6001 Vilage Bivd, West Paim Beach, FL3307 oo e 2008
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Power Surge Summary of Exclusions provided by

American

« Hectric apphiances and electronic equipment not
operational just prior to the peril causing the foss or not
owned by the policy owner.

« Electric appliances and electronic equipment that cannot
be replaced with other of like kind and quality.

» Additional costs of on-site service, such as
travel charges.

« Loss resulting directly or indirectly from enforcement of
any ordinance or law regulating the construction, repair
or demolition of a building or other structuire.

« Loss caused by, or resufting from, depreciation: insects,
vermin, corrosion of rust; physical envirenment such as
dust, dampness, dryness, cold and heat mysterious
disappearance; efror or omission in design or system
configuration; faulty construction or any original defect
in the covered property; war including undeclared or
civil war; repair or service including instaliment of
covered property.

ankers Insurance Company of Florida

= Additional costs incured as a result of a loss, such
as extra expenses, progranyming, data reconstruction,
data recovery or program installation or reconfiguration.

= Costs recoverable under the product warranty or
extended warranty.

This is a brief description of Power Surge Protection.
Please refer to your policy, which you will receive once
you enrall, for complete details of coverage and exclusions
that apply.

Power Surge protection is underwritten by American
Bankers insurance Company of florida, an Assurant
Solutions company. 11222 Quail Roost Drive, Miami,
Florida 33157- 6596.
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You can protect vaur appha
nth fer S2,0060 of coverage

11 be reparesd? You will be e

I b cenveniently sdde

PP22493-0808 ahhp
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The apphances and eiectromcs that.

make your house a home may. beat nsk

It's a concern ... What can you do?

The appliances and electronics that you depend Enroll in Power Surge Protection.

on and enjoy could be damaged or destroyed With Power Surge Protection, you will:

by a power surge. A power surge can cause * Be reimbursed for the cost to repair of replace your covered
computer crashes and data losses. Steress, appliances and electronic equipment due to damage from
televisions and household appliances can be power surges and lightning strikes.

damaged beyond repair. o Be covered for losses up to the policy maximum,

o Repairs are costly. o Choose the coverage that's right for you: fram $2 500

to $6,500.

o Replacement can become a major expense. o Dl

Protect your electronics and appharces thh
Power Surge Protection

Offered on bellalf of FPL Energy Ser_bfit;e; '
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: Why worry ; about power surges?
Because they can happen every day and you may not be covered.

55% of Americans mistakenly believe that their homeowners policy covers pawer surges*

Coverage for damages from power sutges
Deductible
Increased premium rate after claim

Cancefiation after claim 3 o
* The vast majoriy of reriiers and homeowners policies exciude sudden loss or damage to efectronics from
changes i1 an artificiafly generated electrical current. (Survey conducted by Trusted Choice Agencies, 2007).

70 enroll, simply complete the enclosed eproliment form and mai atong with your FPL pa;me—vl
To enrolt by phone, calt loli-free 1-B72-358-8590 and mention ofier #932

PP:2~99—090$M
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Those who know the valuable henefits of
Power Surge Protection” have said:

“This was a wonderful program considering
the amount of power outages we experience
during the summer months. We were happy
to have the opportunity to warrant our major
appliances at an affordable price.”

- Walter M., Venice

1 am very grateful for your service. Everyone
was very courteous. { could not afford to buy
& new air conditioner. We were without air
‘(conditioning) for 4 weeks. | am very thankful
! had this insurance.”

- Juanita N, Port Orange

“Very efficient and 1 just recently increased
the limit of coverage insurance. Living in
Florida, you never know what could happen.”

= Barbara S., Ft. Myers

“We were pleased to receive full
remuneration for a 12-year old T.V. and felt
the insurance was well worth the cost.”

- Ruth H., Boynton Beach

“The best $5.00 per month I've ever spent!
And your company was lantastic!” .
- Anne W., Ft. Lauderdale

* Over $5,000,000 in claims has been paid to FPL Energy Services customers with Power Surge Protection to
recover damages caused by lightning and power surges. Saurce: 2007 Assurant Solutions stalistics
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Join those who know how Power Surge
protects costly electronics and appliances.*

" Enroll today.

it's eagy. Simsiy‘ibmplete the enroliment form and mail

along with your;}EPLpaymgn‘t by your due date. Tc_,enroli by phone,
call tal?-freg 1-877-459-5590 and mention offer #932. -

* FPL Energy Service statistic: More than 86,000 FPL customers have ensolled in Power Surge Protection.
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% PROTECT YOUR BUDGEY fROM UNEXPECTED REPAIR BILLS.
For additional information or immediate enroliment, cali toil-free

| = — 1-877-459-559( and mention offer #932, Piease have your FPL
EnergyServicas account number available when you call. Se habla espafiol.

[ st Prease enrall me in the Power Surge Prokection program. | nderstand Any parson who knowingly and with
that the perchase of this insurance is voluntary, and F'm free to cancel atany time. %2t 0 Injure, detraud or decelve any

t hereby give peroession o charge my FPL account monthiy for the covarage | am purchasing. an w:l;;:' i : mﬁ;“:‘
Please chouse one $2,500 / $5.00 per me. $5,000 / $10.00 per mo. incomglete o misleating information
of the following plans; _]$3,500/$7.00 per mo. [ | $6,500 / $13.00 per mo. ""“‘(V o ?””"{ﬂ%_”fggm: 5
lmamaom'smm Imoavsmrs ) J B Surgs is avalabie o
P = residential csistomers oaly,
i o i T T ——
I
PRINT ACCOUNTHOLDER'S NAME REQUREDY LICENSE NUMBER
ACCOUNTHOLDER'S AL ORIDA ADDRESS ‘cm Jmﬁ_ IZE [3757-0006-285-- 0-M-FL-2807 3601

PP22439-0308 ahhp
FPL Energy Services, Telemarketing License #TC2270, 6001 Village Bivd., West Paim Beach, FL 33407 OM'SJ'W&%
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» Bectric appiances and electronic equipment not
operational just prior to the perif causing the loss or
not owned by the policy owner.

¢ Hectric appliances and electronic equipment that
cannot be repiaced with other of like kind and quality.

o Additional costs of on-site service, such as
travel charges.

+ Loss resuiting directly or indirectly from enforcement
of any ordinance or [aw regulating the construction,
repair or demofition of a buikding or other structure.

¢ Loss caused by, or reautting from, depreciation;
insects, vermin, cormosion of rust; physical
environment such as dust, dampness, dryness, cold
and heat; mysterious disappearance; ermor or omission
in design or system configuration; faulty construction
or any original defect in the covered property; war
including undeclared or civil war; repair or service
including installment of covered property.

Power SurgeSummary of Exclusions provided by
American Bankers Insurance Company of Florida

* Additional costs incurred as a resuit of a koss,
such as extra expenses, programeming, data
reconstruction, data recavery or program installation
or reconfiguration.

o (osts recoverabie under the product warranty or
extended warranty.

This is a brief description of Power Surge Profection.
Please refer {0 your policy, which you will receive once
you entoll, for complete detaiis of coverage and
exclsions that apply. -

Power Surge Pratection is underwritten by American
Bankers Insurance Company of Horida, an Assurant
Soiutions company, 11222 Cheail Roost Drive, Miami,
Florida 33157-6596.
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What does this mean to you?

Your home sppliances and electronics couid stand 4
greater chance of danzge by ightaing strikes amd
power SUrGes

Power sLEges are generaily considered the mast
destructive type of olecirical power disturbanies” They
can bigw out & computer. Sterees, televisions and
househeld appiiances can be damaged beyond repait

What can you do?
Enroll in Power Surge Protection.
Wit Power Surge Protection, you with
Be reimixgsed for the cost ta repair of replace i

Safeguard your budget with covered appliances and electionic equipmient due to
Power ‘?urge Protection damage trom power surges and lightning strixes.
” Be covered for fesses up Lo the policy masowm,
Offered on behalf of FPL Eﬁefgy Services Kever have to pay & deductibie!

* www nalralhindyman com
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Consider the facts™™:

The aversge American home experiences five of more
power surges ez disy - o move thas 2,000 each year.
+ Povier surges can teavel not only thotgh electrica! lines,
but gise telephone, casie and satellite conmections
& weil,
« More than 40 percent of ak computer crashes and data
0ss5es ane caused by power Surges.
The average home today has over 25 mater driven
2pptiances and stverat theusand dellars worth of
we glectonic equipment - 2l of them vulnerabie
t the damaging effects of power Surges.

- Large power surges, as !
1

ning strike, can cause 1nstantanesus

frying™ of electioni:s and agpliances * Florida is the fighining capital of the world. Flarida
Even ipw Fevel surges can degrade internal EXRTIENCES s g s ,' L ieast 109 duys per yoxr
circuitry untif electionics or appliances s aoundeentralfierida.com
ultimately fail. ' = www powerlisusety.com
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With Power Surge Protection:

you &re prepared.

- you have peace of mind knowing your
expensive appliances and electionics
are covered.

© you are in control ~ choose how much
coverage is right for you: fiom $2,000

POWBI‘ Sur ge to $5.000 coverage
Protection.

PPZ2495-0808 abhp
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Join those who know how
Power Surge protects
costly electronics

and appliances. "
PP easy. Simply complete the

= enroliment form and mail
foig with your FPL payment by you
. To enrolf by phone. call t

7.459-5590 and mention offer [#xxx).
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oL
Enacgy Services
D YES! Mease enroll me in the Power

lunderstand that Ay person who

avatlibie when you ca

mmmeﬂﬂnmsmw}mfmmwmdmlm Fiient to inkre. Cr{Gecaie

any insuse files 8 statement of

1 hereby give permission to charge my FPL account mostthly fur v coverage § am purchasing. &mqmmmmﬂg
Please choose one  |_]$5,000 / $10.00 per mo. [7]$3,500 / $7.00 per mo. ufmnanm rsguiyofaf 3

of the foflowing plans: [ ]$2,500 / $5.00 per mo. the thd degree Yppicabie n L)
ACCOUNTHOULDER'S SIGNATURE TODAY'S DATE
Power is available to

X / mdqm!uslms only.
Please Print_ ‘
FPL BR1 ACCOUNT NUMBER (REQURED) DAYTIME PHONE #
| 1] [ L {1 fC )
PRINT ACCOUNTHOLDER'S RAME (REQUIRED)

XO00(-XXXX-XXX- X- X-FL-X300(XU1
ACCOUNTHOLDER'S FLORIDA ADDRESS CITY STATE | 2P PP22199 G808 shhp

FL

Pwer Surge Protection
© Assurant, knc. 2008

FPL Energy Services, Felemarkeling License #1C2270, 6001 Village Biwi, West Paim Beach, FL 33407
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Power Surge Summary of Exclusions provided by
a

American

= Electric appliances and electronic equipment not
operational just prior to the peril causing the loss or not
owned by the policy owner.

« Hlectric appliances and electronic equipment that cannot
be replaced with other of like kind and quality.

« Additional costs of on-site service, such as
traved charges.

« Loss resulting directly or indirectly from enforcement of
any ardinance or law requiating the construction, repair
or demodition of 3 building or other structure.

* Loss caused by, or resulting from, depreciation; insects,
vermin, corrosion of rust; physical environment such as
dust, dampness, dryness, cold and heal; mysterious
disappearance; efTor of omission in design or system
configuration; faully construction or any original defect
in the covered property; war including undeciared of
civil war; repair or service including instaliment of
covered property.

nkers Insurance Company of Florida

* Additional costs incurred as a resudt of a loss, such
as extra expenses, programming, data reconstruction,
data recovery or program installation or reconfiguration.

* Costs recoverable under the product warranty or
extended warranty.

This is a brief description of Power Surge Protection.
Please refer Lo your policy, which you will receive once
you enroll, for complete detads of coverage and exclusions
that apply.

Power Surge protection is underwritten by American
Bankers Insurance Company of Florida, an Assurant
Solutions cormpany, 11222 Quail Roost Drive, Miami,
Florida 33157-6596.
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Those who know the valuable benefits of
Power Surge Protection™ have said:

“This was a wonderful program considering
the amount of power outages we experience
during the summaer months. We were happy
1o have the opportunity to warrant our major
appliances at an affordable price.”

- Walter M., Venice

“t am very grateful for your service. Everyone
was very courteous. { could not afford to buy
a new air condftioner. We were without air
{conditioning) for 4 weeks. | am very thankiul
| had this insurance.”

~ Juanita N., Port Orange

“Very efficient and | just recently increased
the fimit of coverage insurance. Living in
Florida, you never know what could happen.”
- Barbara S., Ft. Myers

“We were pleased to receive fuil
remuneration for a 12-year ofd T.V. and feft
the insurance was weil worth the cost.”

- Ruth H. Boynton Beach

“The best $5.00 per month I've ever spent!
And your company was fantastic!”
- Anne W, Ft. Lauderdale

* Qver $5,000,000 in claims has been paid to FPL Energy Services customers with Power Surge Protection to recover
damages caused by kghtning and power surges. Source: 2007 Assurant Solutions statistics

PP22440-0808 ahhp
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___Electronics: a popular holiday gift

Safeguard them from damage with

Power Surge Protection
offered on behalf of FPL Energy Setvices.

Don’t let a power surge take the joy out of the holidays. :
You've saved to make some big purchases this holiday season. You-brought them home

to a family that will be thrilled. They can enjoy them during the holidays and kong after,
But a power surge can occur at any time, damaging your wonderful heliday gifts and
leaving you to face the high cost of repair or replacement-... unless you have

Power Surge Protection.

With Power Surge Protection, you will:

© Be reimbussed for the cost to repair or replace your covered electronic
equipment due to damage from power surges.

& fe covered for losses up to the policy maximum.

® Never have to pay a deductible!

Contact us today! A representative will assist you with -
coverage tailored to your needs, starting at $5.00 per month FeL e
for $2,500 of protection. EnergyServices

Wwish List

CALL 1-877-459-5590: mention offer #PWROS
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Over $5,000,000 in claims has heen paid to FPL Energy Services customers with Power Surge Protection
to recover damages caused by lightning and power surges.* Here's what some of them had ta say:

*Senvice was timaly and compelent. Customer “The service was very pood. 1t dit riof take “Ithink k5.3 marfzﬁwveraga
Service was helpfid and expiained what | had fong for my dlaim to be filed so ] was very even reimbursement for Tech charges ..."
o do to fie my dlgim in a competent, pleased. | recommended my Fiends fo buy - JR 0, Virtee
professional manner.” this coverage.” )

2 —Wayne R., Paim Coast — Jeanette W, Miami * Source: 2007 Assyrant Sohgions stafistics

Power Surge Summary of Exclusions provided by American Bankers Insurance Company of Florida

s Bectric appkances and efectronic equipment not operational just prior «  Additional costs incurred as a resut of a loss, such as extra expenses,
the peril causing the Joss or not owned by the policy owner. programming, data reconstruction, data recovery or program installation
* Bectric appkances and electronic equipment that cannod be replaced with or reconfiguration.
other of ke kind and quality. * Costs recoverahie under the product warmanty or exdended wamanty.

* Aodonal costs of on-sfie service, such as travel charges. This ks a brief description of Power Surge Profecton. Please refer to your poficy,
» Loss resubting directly or indirectly from erviorcement of any ordinance of W which you vl receive once you encol, for complete details of coverage and

requiating the construction, repair or demolition of a buikding or exclusions that apply.
other structure. Power Surge Protection is underwritten by American Bankers Insirance
= Loss caused by, o resukting from, Gepreciation; insects, vermin, comosion Compony of Florida, an Assurant Soksions company, 11222 Quad fioost Drive,
of tust, physical environment such as dust, dampness, dryness, cold and Miami, Fodda 331576596,
heat; mystenious dizappearance; eror or omission in design or system i i
configuration; fauky Constuction of any original defect in the coveved FPL Energy Services, Telemarketing License ¥T62270
property, war including undeciared or civil war; fepair of sefvice inctuding 5001 Villsge Bivd., West Palm Beach, FL 33407 oo P22103.1008 anlo
instament of covered property. Power Surge Protection

€ Assurant, inc. 2008

Remember: power surges never take a holiday. Enroll now.
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Late Filed Exhibit 7
Number of Customers
Billed by FPL for FPLES
Page 1 of 1

Below is a table that displays the number of customers billed by FPL on behalf of
FPLES’ programs for December 2008 and for July 2009. For those FPLES programs that
utilize the FPL bill, FPLES compensates FPL accordingly for billing, collection and any
other related costs.

# of FPLES Customers Billed thru | # of FPLES Customess Blited thwu FPL
Product FPL (2008) (July 2009)
[SurgeShield 88,538 92,402
Miami Herald Billing 17,894 1,022 Kb}
Power Surge 85,025 83,611
Utility Gard 15,197 14,362
Appliance Protection Plus 5,309 4,761
Payment Power 2,748 2,558
Appliance Gard 2,809 2,763
Total 217,518 AT

{b} Note: This FPLES amangement wkth Miami Herald was terminated in Dec. 2008 and the sarvice Is being phased out in 2009.

080677 Hearing Exhibit - 00002019
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STIPULATIONS
The following deposition was taken on oral
examination, pursuant to notice, for purposes of
discovery, for use as evidence, and for such other uses
and purposes as may be permitted by the applicable and
governing rules. Reading and signing of the deposition

transcript by the witness is not waived.

* * *

MS. COWDERY: This is Kathryn Cowdery with the
Office of General Counsel at the Public Service
Commission. We're here by notice of telephonic
deposition for the deposition of Kathleen Slattery
in Docket No. 080677, In Re: Petition for increase
in rates by Florida Power & Light Company.

I would like to take appearances. And if you
could please identify all those people who are in
the room, and if someone could identify where
you're located, and please identify what company
you are representing or you are with.

MS. CLARK: Kathryn, do you want me to start?

MS. COWDERY: Sure.

MS. CLARK: This is Susan Clark with the law
firm of Radey, Thomas, Yon & Clark representing
FP&L. I'm here today in the Juno offices of FPL,

and I have with me Kathleen Slattery, and also Gary

ACCURATE STENOTYPE REPORTERS, INC.
080677 Hearing Exhibit - 00002023
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McBean and Lew Minsky. And currently we have Liz
Carrero, who will do the swearing in. I understand
we also have Kory Dubin participating by phone.

I should also tell you that we may have others
from the HR department joining us if we need help
in locating a document, but we don't anticipate it
at that point.

MS. COWDERY: Okay.

MR. WIGHT: This is Schef Wright. My full
name is Robert Scheffel Wright. I'm in my office
in Tallahassee. I'm alone. And I represent the
Florida Retail Federation.

MS. KAUFMAN: This is Vicki Gordon Kaufman
with the law firm of Keefe, Anchors, Gordon & Moyle
here in Tallahassee, and I represent the Florida
Industrial Power Users Group, and I am by myself.

MR. BECK: And this is Charlie Beck with the
Office of Public Counsel in our Tallahassee office,
and with me is Tricia Merchant.

MS. COWDERY: Okay. And again, this is
Catherine Cowdery with the Florida Public Service
Commission, and with me are Jean Hartman, Anna
Williams, and Cindy Miller from the Office of
General Counsel, and Clarence Prestwood.

Okay. Could we swear in the witness?

ACCURATE STENOTYPE REPORTERS, INC.
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(Witness sworn.)

THE NOTARY: What is the fax number I need to

send the certificate of oath?

MS. WILLIAMS: The fax number is

(850)413-6250.

THE NOTARY: To you attention of?

MS. WILLIAMS: April Vickery.

Thereupon,
KATHLEEN M. SLATTERY
was called as a witness and, having been first duly
sworn, was examined and testified as follows:
DIRECT EXAMINATION
BY MS. COWDERY:

Q. Ms. Slattery, my name is Kathryn Cowdery. You
were given notice of this deposition for purposes of
discovery in PSC Docket No. 080677, In re: Petition for
increase 1in rates by Florida Power & Light Company. I'm
going to go over a few preliminary matters with you.

I'm going to be asking you clear questions,
and I would like clear answers to the questions. If the
question or a part of the question or word is confusing,
ambiguous, or not intelligible, you as the witness are
required to let me know, and I will repeat or rephrase
the question. If you do not state otherwise, we will

assume that the question was clear and you are answering

ACCURATE STENOTYPE REPORTERS, INC.
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the question that was put to you.

Unless all attorneys agree to go off the
record or take a recess, everything that is said is
going to be taken down by the court reporter and
preserved for use at the time of hearing.

I have the right to ask certain questions,
subject to some exceptions that your attorney will
handle or to which your attorney will make objection.
Unless there is an objection, please answer the
question.

If I ask a question and you feel it is
necessary to think about it or you need to refresh your
recollection with any document or thing that can be
supplied, please advise me, and we will give you time to
do so.

Do you agree that you will take all the time
you need to think about the question, to find any
information that may be available to you, and to answer
honestly and fully before you answer?

A. Yes, I do.

Q. Private conferences between you and your
attorney would be improper, even during recesses, unless
the conferences are solely for the purpose of
determining whether a privilege should be asserted.

When such a conference occurs, the conferring attorney

ACCURATE STENOTYPE REPORTERS, INC.
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must place on the record the fact that the conference
occurred, the subject of the conference, and any
decision reached as to whether to assert a privilege.
And if --

MS. CLARK: Kathryn, I'm not sure. Can you
cite to authority for that statement that you just
made?

MS. COWDERY: Not at this time. I think we
should just go ahead with this. There's case law
on that.

MS. CLARK: Well, I'm sorry. That is not what
I have in my notebook on depositions, so I don't
agree to it at this time. We can go forward. It
may not be an issue.

MS. COWDERY: It may not.

If for any reason you are or become tired and
want to take a recess, please say so. I ask only
that you not make your request for a recess after a
question and before your answer.

Now, given the nature of these depositions and
this rate case, if you know someone who has more
information on a certain subject than you do and I
ask you a question on that subject, please let me
know the name and the title of that person.

I may also ask you about time, percentages, or

ACCURATE STENOTYPE REPORTERS, INC.
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other measurable things. Please understand that
your best estimate is just as important to us as
the exact amount or a specific number. We would
prefer that an estimate be given, if you can give a
fair range or a fair estimate, rather than having
you simply say, "I don't know exactly."

Now, after the deposition, the court reporter
is going to be preparing a transcript, and my
understanding is that the transcript is going to be
e-mailed to your attorney -- Susan, correct me if
I'm wrong on this -- as soon as it is available,
which we hope will be this weekend so that you will
have an opportunity to read it, make any
corrections you see, and sign it. Does that sound
like what you were thinking, Susan?

MS. CLARK: Yes. We are not waiving reading
of the deposition.

MS. COWDERY: Okay. And if at any time during
this deposition, Ms. Slattery, you feel that you
need to correct anything that you had said
previously in the deposition or make any changes,
we would want you to do so.

The notice of telephonic deposition requested
that you bring copies of all work papers or other

materials used by you in your testimony filed in

ACCURATE STENOTYPE REPORTERS, INC.
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this docket. Did you bring those documents with

you?

MS. CLARK: We've done our best, Kathryn. I
think we have what we'll need, and certainly if we
don't have it here, we'll go get it. But we made a
gsearch, and we brought a number of things that we
have piled up around the room, and we believe we
have what you need.

MS. COWDERY: Okay.

BY MS. COWDERY:

Q. Ms. Slattery, do you have a copy of your
testimony, your direct testimony and your rebuttal
testimony with you?

A. Yes, I do.

Q. Well, we are going to start by sort of going
through your direct testimony, trying to make it sort of
an organized approach to things here.

On page 1 of your testimony, you go over the
responsibilities that you have with the company. Are
you responsible for the overall design and
administration of FPL's compensation and benefits
programs for all of FPL's business units?

A. Yegs, I am.

Q. Okay. I would like to explore that a little

bit. Could you please explain what your

ACCURATE STENOTYPE REPORTERS, INC.
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responsibilities are with regard to the design of FPL's
compensation and benefits programs?

A. Yes. My responsibilities include oversight
and management of the compensation staff. We are
responsible for the company's overarching philosophy of
a total rewards approach, total compensation and
benefits, and that includes our philosophy in the design
of the total compensation program encompassing base pay,
variable performance base pay, and certain other
earnings. This would include responsibility for the
design and administration of our salary structure and
making recommendations to senior leadership regarding

our annual merit program.

Q. And how large is your compensation staff,
approximately?
A. Between our -- all of our compensation --

MS. CLARK: Kathryn, let me object to that.
When you say compensation staff, could you be more
specific?
BY MS. COWDERY:
Q. In your answer to me, Ms. Slattery, you said
you were responsible for the oversight and management of
compensation staff. Could you explain what you mean by

compensation staff?

A. There are approximately one dozen people who

ACCURATE STENOTYPE REPORTERS, INC.
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are compensation analysts or managers in the employee
and executive compensation areas.

Q. Okay. And they would all be within your

particular unit?

A. Yes, they are all within my unit.

Q. And that's the Human Resources business unit?
A. Yes.

Q. Okay. Could you please explain your

responsibilities in the management of the payroll for
the HR business unit?
A. Yes. The manager of payroll reports directly

to me, and I am responsible for oversight of that

department.

Q. Okay. Please explain your responsibilities in
the business planning for the HR business unit.

A, The department responsible for HR budgeting
and business planning reports directly to me. I have
three direct reports in that area, and they each have
one direct report.

Q. Do your responsibilities in any way include
addressing any issues associated with hiring new
employees?

MS. CLARK: Let me object to that question.

Hiring new employees, are you speaking again in her

business unit?

ACCURATE STENOTYPE REPORTERS, INC.
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BY MS. COWDERY:

Q. Ms. Slattery, do your responsibilities in any
way include addressing any issues associated with hiring
overall for FPL as HR -- you know, in your capacity as
HR -- let's see. I can't remember what your title is.
For FPL overall?

A. I do not have direct responsibility for
hiring, because our recruiting department reports up to
another leader. However, my compensation staff does
work closely with the recruiters and the business units
in making recommendations on compensation packages that
are appropriate to offer candidates that we are hiring.

Q. Okay. Do you have anything to do with making
a determination of the need for additional staffing for
FPL?

A. No, I do not.

Q. Okay. And what person or business unit would
be responsible for that, for determining a need for
additional staffing?

A. Each business unit is responsible for making
that determination with Human Resources/Employee
Relations staff supporting them in a consultative role.

Q. And how does your HR staff support them in

that role?

A, Because I have never worked in those

ACCURATE STENOTYPE REPORTERS, INC.
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particular functions, I have limited knowledge of what
that role entails and do not want to speculate.

Q. Sure. Okay. Do your responsibilities in any
way include addressing issues concerning the record
keeping for employees who leave the company?

A. No, they do not.

Q. Does FPL conduct exit interviews with

employees concerning their decision to leave FPL for

other employment?

A. Yes.
Q. Okay. Who conducts those interviews?
A. Exit interviews are generally conducted by the

business units as staff leaves. And again, I believe
Human Resources/Employee Relations is support staff for
that, acts in a consultative role, and occasionally does
perform the exit interviews on behalf of the business
unit upon request.

Q. Okay. And what is done with those exit
interviews after they're conducted? Are they kept with
HR? Are they reviewed by HR?

A. I do not know. That is not part of the scope
of my responsibilities, and I've never been involved in
it. So I don't know, and I don't want to speculate.

Q. Okay. That's fine. On page 4 of your direct

testimony on lines 21 through 23, you testify concerning

ACCURATE STENOTYPE REPORTERS, INC.
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the number of forecasted employees for 2010. Can you
tell me whether these projections agree with your
projections in MFR Schedule 3572

A. Yes, they do.

Q. Okay. How many of these employees make more
than $165,000 total compensation?

MS. CLARK: Hang on just a minute, Kathryn, if
you would. I just want to make sure as to whether
that's confidential or not. And I apologize,
because I haven't been as intimately involved in
that.

(Off the record briefly.)

MS. CLARK: Kathryn, thank you. This is
Susan. I just checked, and I understand that the
number isn't confidential, so I appreciate it.

A. The number of employees whose compensation
exceeded $165,000 in 2008 was 463 employees. I do not
have a forecast that is specific for 2009, 2010, or
2011.

Q. Thank you. Can you tell me how many of these
employees make more than $200,000 total compensation?

A, I do not know. I did not look at the list and
identify that number specifically.

Q. Is that information available that you would

be able to find it?

ACCURATE STENOTYPE REPORTERS, INC.
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A. I believe I could compute it for you. It's
available on FPL's response to Staff Interrogatory 16,
and I believe it's 97. It's just a matter of taking
that list and adding up which ones were over 200 and
which ones were under 200 out of the total 463.

MS. CLARK: Kathryn, would you like us to take
a minute and try and do that?

MS. COWDERY: Yes, thank you. That would be
very helpful.

Ms. Slattery, while you are making that
computation, if you could also tell us what
percentage of the employees make more than
$200,000 total compensation.

(Off the record briefly.)

MS. CLARK: Kathryn, what we thought we would
do is, we would have -- we're going to have someone
find that information. And we understand you want
the people earning above 200, and then do you want
the percentage of employees who are above 200?

MS. COWDERY: Yes. And also, going back to
the previous question, we've got 463 employees who
make more than 165,000. And what percentage is
that, if that's something that can be pulled

together for us.

MS. CLARK: And I would expect we could get

ACCURATE STENOTYPE REPORTERS, INC.
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that probably just a little bit later in the
deposition.

MS. COWDERY: That's fine. Thank you.

MS. CLARK: I did want to indicate to you that

Rhode Root, who is also with HR, has joined us, and

he will be the one trying to help get that

information.
MR. ROOT: R-h-o-d-e, and the last name is

Root, R-0-0-t.

MS. COWDERY: Thank you.
BY MS. COWDERY:

Q. We're still on page 4, lines 21 to 23,
concerning the number of forecasted employees for 2010.
How many of these employees are considered executive?

A. Of those that are considered executive, it's
my understanding that, again referencing our response to
Staff Interrogatory 16, we have budgeted 44 positions
executive location wise.

Q. All right. And that would be --

A. If I could check that, because, again, that
response was largely based on the 2008 actuals.

Q. Sure. Do you want to check that now?

A. Yes, please.

(Off the record briefly.)

THE WITNESS: I have checked for 2010, using
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our response to Interrogatory 16 as my source, and

the budgeted number of positions for 2010 in the

executive location is 42.

BY MS. COWDERY:

Q. Now, is your definition of executives to mean
officers, or do you use those terms interchangeably?

A, I will specify, that is officer positions.
Yes, we consider our officers to be our executives.

I would note that, as has been disclosed in
several of our interrogatories, we do have one position
that we don't consider to be an executive who is
technically an elected officer of Florida Power & Light
Company, and that individual's compensation data was
provided with the non-officer positions.

Q. All right. And just so you know, it is very
helpful when you do reference specific interrogatory
responses. So if you feel like continuing to do that if
we ask you a question so we can reference those, that is
helpful, so I do appreciate that.

All right. I think you may have answered

this, but are all executives in the exempt salaried

category?
A. Yes, they are.
Q. And with the understanding that executives are

the officers, I think we then have the information, but
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I will ask you. How many officers make more than
$165,000°7

A. All of them.

Q. Okay. Does the total forecasted 11,111
employees for 2010 include contracted or outsourced
workers?

A. No, it does not.

Q. Okay. Going to page 5, lines 3 through 6, do
the projected total compensation and benefit costs and
employee count for 2011 agree and match with the
projections in MFR Schedule C-357?

A. Yes, they do.

Q. On page 5, lines 18 through 23, you state, "To
that end, FPL continuously monitors and benchmarks the
compensation and benefits components of the total
rewards package individually, since no composite
benchmarks are available for the combined programs, and
ensures that the total program is in line with the
median of the combined compensation and benefits
programs of the appropriate comparator groups."

What are, Ms. Slattery, the individual
compensation and benefits components of the total
rewards package to which you refer?

A. If I may have a moment to look at my backup to

my testimony.
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Q. Certainly.

A. As shown in the exhibits to my testimony with
regards to benefits, we used a benchmark source that
enables us to benchmark the total of all the benefits
together, and then also various components individually.
The same is true of compensation, where we endeavor to
use whatever sources we can to benchmark total
compensation, but there we quite frequently have to
settle for benchmarking salaries separate from incentive
compensation.

Q. Okay. Can you identify what the individual
compensation and benefits components are?

A. Yes, I can. With regard to compensation, it's
salary and annual incentive. And for a limited number
of top management positions, long-term incentive
compensation information is also available from our
benchmark sources.

With regards to benefits, I need to refer to
my rather thick benchmarking report from Hewitt, so if
you'll give me just a moment to locate that.

Q. Of course.

(Off the record briefly.)

A. With regard to the benefits benchmarking, we
benchmark the total benefits program, and the separate

components thereunder include active employee medical
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plan and pension and 401 (k) combined as total retirement
plan.

And I do not have any other benchmark surveys
with me regarding benefits, but I do believe that there
are other components of benefits that we are able to
individually benchmark, or benchmark in groupings such
as, for example, total health and welfare benefits. I
don't have all those documents with me.

Q. So to your recollection, the only individual
benefit components that you can recall are active
employee medical and the combined pension/401(k)? Those
are the only two that you can recall?

A. Those are the two that I recall, yes, but I
know that the report that we get from our benchmarking
sources, which currently is -- we normally use Hewitt
now, and in the past we've also used Towers Perrin --
include additional components of benefits that are
benchmarked. I just don't have them with me.

Q. And these are all benefits that you provide
your employees, or some of them, but you can't recall
what they are at the moment; is that correct?

A. That is correct. However, I've just located
our response to an interrogatory, which was System
Council U-4's Second Set of Interrogatories, Question

Number 39, where we were asked a similar question, and
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responded that our Hewitt benchmark survey provides
benchmarking on the following specific components of
benefits. One is pension; 2, 401(k); 3, life insurance
or retiree life insurance; 4, short-term disability; 5,
long-term disability; 6, medical; 7, dental; 8, vision
and hearing; 9, flexible spending account; 10, retiree
benefits, i.e., medical, dental, vision, et cetera, and
holidays, vacation, and other time off.

Q. Okay. And these are all individual benefits
of the total rewards package to which you refer on page
57

A. Yes, they are.

Q. Okay. Could you please tell me again what
interrogatory response that was to?

MS. CLARK: Kathleen, it's SCU-4. I think
that was the electrical workers, wasn't it.

THE WITNESS: Yes, SCU-4 IBEW.

MS. CLARK: Kathleen, did you hear that?
Kathryn, sorry.

MS. COWDERY: Our court reporter did not.

MS. CLARK: Okay. It's SCU-4, their second
set, Question 39. And just for you, Kathryn, it's
the IBEW.

MS. COWDERY: Thank you very much.

BY MS. COWDERY:
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Q. Ms. Slattery, are there any other forms of
compensation available to FPL employees which you have
not described in the last question I asked?

A. Yes, there are.

Q. And could you please describe those, however

you wish to break it down?

A. In addition to base compensation, base salary,
and incentive compensation, which I previously
mentioned, other components of pay may include overtime

compensation, lump sum awards which are not part of our

incentive compensation plan.

Q. Which are not part of what?
A. Which are not part of the annual incentive
program.

Q. Okay. Thank you.

A. And other miscellaneous earnings. I can't
recall all forms of compensation off the top of my head.

Q. That's fine. Could you give me an idea what
the miscellaneous earnings involve?

A. The first thing that comes to mind would be,
for example, a sign-on bonus.

Q. Okay.

A. Which is necessary to attract talent from the
marketplace. And certain retention forms of

compensation where we have a risk of flight in a
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critical position.

And I can't recall any others. I'm sure there
are others. I just haven't memorized all of our
numerous wage types.

Q. Sure. Are all forms of compensation available
to all employees? And if not, if you could please
explain?

A. No, all forms of compensation are not
available to all employees. For example, long-term
incentive compensation is available only to salaried
employees per the terms of that plan document. That is
one example of many where a certain category of employee
wouldn't be eligible for a form of compensation.

Our bargaining unit employees' compensation is
governed by agreement.

Q. Sure.

A. And as a general rule, our non-salaried
employees are not eligible for annual incentive

compensation.

Q. Okay. Are the benefits packages different
between types of employees, you know, health and
retirement?

MS. CLARK: Kathryn, I'm going to object to
the question. If you would define types of

employees, please.
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BY MS. COWDERY:

Q. Ms. Slattery, are all forms of benefits
available to all employees in the same manner?

A. No, they are not. At the high level, all
employees generally have comparable programs available
to them. But, of course, for our bargaining unit
employees, as an example, the benefits are governed
under the collective bargaining agreement, and there are
going to be some key differences with those employees
that are not covered under the collective bargaining
agreement.

Q. Is the total rewards package which is

available to employees the same for every employee?

A. No, it is not.

Q. Okay. Could you give an explanation of how it
ig not?

A. Yes, I can. As I previously described, our

employees covered under a collective bargaining
agreement are necessarily going to have a slightly
different total rewards package than those employees not
covered under a collective bargaining agreement.

Q. So essentially, your prior answer having to do
with the forms of compensation and the forms of benefits
is subsumed under the total rewards package? Those are

parts of the total rewards package?
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A. I don't understand your question.

Q. Okay. Well, then what I'll do is go back to
the question about whether the total rewards package
available to employees is the same for every employee.
You said no, it is not.

Are there differences regarding the bargaining
units, and what other differences are there?

A. Well, another example of difference is that a
fundamental element of our compensation and benefits
philosophy is the notion that the more responsibility an
employee has and the more opportunity that employee has
to affect the overall performance of the company, you
know, it calls for more of their compensation to be
performance-based variable pay to reflect that fact. So
therefore, the mix, the pay mix, as we call it, is a
little bit different as you go higher up within levels
of the company to correspond to that increasing level of
responsibility and impact to the results of the company
and delivery to customers.

Q. Okay. Now, I'm referring again to your
testimony that -- we're still on page 5, lines 18
through 19, where you're talking about continuously
monitoring and benchmarking the components individually.
How do you continuously monitor and benchmark these

components individually?
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A, We participate in robust benchmarking
processes in both our compensation and benefits
department. As described later on in my testimony, we
use multiple survey sources to benchmark total
compensation and the components of compensation, and we
continuously monitor information as it becomes available
from the many third-party survey companies that we
purchase these surveys from. So if information comes
out regarding, you know, planned merit budgets in our
industry and general industry, we're constantly

subscribing to receive those reports and benchmark data

as well.
Q. Is this something that your HR unit does?
A. Yes, it 1s. It's done by Human Resources.
Q. And why are no composite benchmarks available

for the combined programs?

A. We have not found any single company to have
gathered that kind of robust information. A lot of it
is because of kind of the speciality that benchmarking
of benefit values entails, particularly with regard to
some very complex calculations around value delivered in
401 (k) and pension programs to employees at typical
retirement age. Therefore, companies tend to
specialize, and the survey data available reflect that.

Q. Now, since there are no composite benchmarks
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available for the combined programs, to what are you
referring on lines 22 and 23 when you're talking about
FPL monitoring, et cetera, to ensure that the total
program is in line with the median of the combined
compensation and benefits programs of the appropriate
comparator groups?

A. What that means is that we benchmark our
benefits programs, we benchmark our compensation
programs, and then we look at the two in their totality
to ensure that each is about at median, to give us some
assurance and comfort level that our combined programs
are at or below median.

Q. And you do this by looking at the individual
components that you benchmark; is that correct?

A. Yes. As I described before, it's necessary
because of the limited availability of data that would
combine those for us, so that is how we do it.

Q. Sure. And what are the appropriate comparator
groups to which you refer?

A. That depends on the survey source, quite
frankly. For example, when we have the opportunity to
look at the companies and identify an appropriate
comparator group based on companies that are similar to
us, meaning integrated utilities with similar size,

complexity and scale, we will ask for what kind of what
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we call a cut of the survey that reflects that
appropriate comparative group. But quite frequently we
have to kind of accept whatever utility companies choose
to participate in the survey we choose to participate
in. So it's largely dictated by who has decided to
participate in the survey and subscribe to it and pay to
receive it.

MS. COWDERY: Okay. If you'll give me one

moment here.

(Off the record briefly.)
BY MS. COWDERY:

Q. Okay. I would like to go to page 6. On lines
5 and 6, you refer to a fixed-cost benefit -- well,
actually, fixed-cost benefit programs. Could you please
define the term "fixed-cost benefit programs"?

A. Yes, I can. Fixed-cost benefit programs
refers to that when you provide a benefits package to an
employee, there are certain valuations that are
required, whether under Generally Accepted Accounting
Principles, or in a budgeting process, or in some cases
under a Sarbanes-Oxley process that we've developed
around it. So if you provide a certain package of
benefits to employees, you can fairly well figure out
what you're going to have to expense related to that

package in a given year.
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And there are very few opportunities to
increase or decrease that expense. If you've offered
the package to the employee and all the accounting
rules, SOX processes, and budgeting processes result in
a fixed cost, if you will, then you're somewhat stuck
with that cost with no opportunities to be flexible and
decrease the expense.

Q. I am going to take one step back and ask you
again about the benchmarking we were discussing in the
previous question. Has the data you received in the
past year from the companies you use for benchmarking
shown a decline in the rate of increase in pay and
benefits, or even a decline?

A. Well, first of all, there is always going to
be a lag time, since companies will spend months
gathering up its compensation and benefits data to
provide to a survey company, and then the survey company
will spend time validating the data in the database,
analyzing it, and producing the final report or
database. So the most current information available for
benchmarking is a little going to reflect that lag time.

Therefore, we have not completed our benchmark
studies for, for example, the last 12 months. I mean,
we're working on that now. This is the time of year

when we are completing receiving the data and analyzing
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it. In most cases we haven't even received it yet.

So going back in time, we do not have any
benchmark survey data that reflects any decline in
compensation and benefits packages in our industry or
general industry.

We do, however, have information we have
purchased from third-party survey companies in the
fourth quarter of 2008 and first quarter of 2009, which
were provided through a number of PODs, I believe, which
show that there was some generally reported consensus
across all industries of a small contraction in annual
merit budgets for 2009. And FPL followed suit, as
demonstrated in my testimony, and we too contracted our
merit budget, bringing it back a percent from what we
had expected to spend.

But other than that, we do not have any
benchmark information that we have received that
indicates any reduction in total compensation and
benefits packages, no.

Q. So basically, the benchmark information that
you have been using is from more than a year ago, just
by the nature of how the collection of data and
processing of it works?

A. I don't know if I would characterize it as

more than a year ago. I would say that we have not
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received our most recent surveys. It's been about a
year. It's generally around September or October that
we get access to those new databases.

Q. Okay. Could you tell me FPL's overall
employee percentage turnover for the year, say, 2006,

just your general turnover rate or percentage?

A. I will have to look that up. Please hold on a
moment .
Q. I would be interested in 2006 to -- if you

have anything for 2009, if you have that data.

A. I will look through the material I have with
me. Please hold on.

Q. Thank you.

(Off the record briefly.)

A. Okay. I've located the data, but could you
please repeat the years that you're asking about?

Q. 2006, 2007, 2008, and year-to-date 2009.

A. Okay. For 2006 through 2008, we have
historical actuals. This was provided in response to
OPC's Second Set of Interrogatories, Question Number 23.
For 2006 the turnover was 10 percent. For 2007 it was
9.5 percent. For 2008 it was 8 percent. And we do not
have a year-to-date 2009 number, but it is forecasted at
year-end 2009 to be 7 percent for the year.

We also have a forecast in that same
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interrogatory response for 2010 and 2011. We are
forecasting turnover in 2010 to be 9.5 percent, and
we're forecasting turnover in 2011 to be 10.4 percent.
Q. Do you have, or can you tell me what your
assumptions are for those forecasts, what the cause of
the turnover is?
A. I did not prepare those forecasts, so I do not

have the assumptions.

Q. Okay. Who prepared those forecasts?
A. A member of the Human Resources Department who
works -- he doesn't work in my department, but it is a

Human Resources employee.

Q. Can you tell me the name of that employee's
department manager or head? I'm just trying to sort of
focus in on where that information came from.

A. The employee works for Susan Melians, Vice

President, Human Resources, and the employee is the

manager of workforce planning, which is an -- he's an
analyst.

Q. Do you know that employee's name?

A. Yes. His name is Val Miklausich,

M-i-k-1l-a-u-s-i-c-h.
Q. Okay. Thank you.
Do you know upon what information the turnover

rates for 2006 through 2008 were based?
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A. I do not --
Q. That's just actual.
A. Yes, they're actuals. I do not know how they

were calculated.

Q. Okay. Are you able to tell me what the
turnover rate is for those years for employees making
less than $50,000 in total compensation?

A. No. I do not believe that has ever been
analyzed separately.

Q. Do you have that information for employees in
any other total compensation breakdown, such as between
50,000 and 165,00, or above 165,0007?

A. No, we do not.

Q. Okay. Do you have sufficient knowledge to
give me an estimate of what the percentage turnover

would be for those years for employees making more than

$165,000?
A. No.
Q. Is there anyone who might be able to tell me

what that information is?

A. No, I don't believe there's anyone who has
that information available, subject to check. I would

have to inquire.

Q. Do you break down this information between

exempt or non-exempt employees?
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A. I do believe that we do. I don't have that
handy.

MS. CLARK: Kathryn, can Kathleen take just a
moment to talk to Gary McBean here?

MS. COWDERY: Yes.

(Off the record briefly.)

A. For that interrogatory response that I'm
referencing, which is OPC Second Set, Question Number
123, the turnover figures were provided by position.

Q. Thank you. Could you tell me what percentage
of employee turnover for those years is as the result of

poaching by other industries?

A. No. I do not know.

Q. Is there someone else who might know this
information?

A. I do not believe that there's anybody in Human

Resources who has prepared an analysis of that, not to
my knowledge.

Q. Okay. If someone did prepare that
information, would they be in Human Resources?

A. Yes, they would.

Q. Are you aware of any employees having left FPL
in 2006 through 2009 as a result of poaching by other
companies?

A. I do hear anecdotal stories from my peers in
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Human Resources, particularly with regard to poaching of
talent from our Nuclear Division. So throughout the
year I hear of names and positions that we lose to, you
know, poaching, but I don't have any specific examples
here with me today.

Q. Okay. Do you know if anyone would have that
specific information?

A. I do not know.

Q. Have you heard of poaching of employees who
would be in the lower range, pay scale range, say, less
than $50,000 total compensation?

A, Again, my information is anecdotal. Because I
don't work in the staffing functions of HR, I don't --
I'm not involved in recruiting. They would obviocusly
know more.

Q. That's fine.

A. But, yes, I certainly hear of anecdotal
stories where lower paid employees are subject to
poaching, as well as higher paid employees.

Q. Okay. Can you remember anything offhand
regarding the lower paid employees, like what positions
have been poached?

A. No, I cannot, because most of the stories I
hear are in regards to higher levels of employees,

because that reflects more of the desired skills and
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experience in the industry.

Q. Okay. And what can you tell me that you've
heard in this regard regarding, you know, specific
information about higher level employees in the nuclear
area or anywhere else?

A. Well, as I said, this is anecdotal, but I hear
frequent stories regarding how, in essence, incestuous
the nuclear industry is, because there are a relatively
small number of skilled, experienced nuclear workers, a
relatively small number of nuclear facilities, and a
relatively small number of employers who own those
facilities, so the industry has become very incestuous,
and there's a lot of -- they call passive sourcing of
candidates between companies.

Q. Okay. Have you heard the names of any
companies that have poached FPL employees?

A. I have. Again, all my information is
anecdotal, and I think that FPL witness Stall may be a
better person to ask regarding that, since it's such a
significant issue in his business unit.

Q. Okay. That's fine. For purposes of
discovery, it's fine for you just to tell us what you've
heard. It doesn't have to be your direct knowledge, so
that's why I was wondering as far as what have you

heard. Have you heard the names of any companies which
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have actually poached employees from FPL?

A. Well, I frequently hear -- as I said before, I
hear of names and positions. I also hear of companies.
But I'm not comfortable speculating on something that I
hear, you know, third hand.

Q. Okay. I'm going to ask you to tell me the
names of any companies that you have heard have poached
employees. And I understand that this is just what you
have heard, and you are not telling me whether it is
true or not.

MS. CLARK: Kathryn, give us a minute.
(Off the record briefly.)

MS. CLARK: Thank you, Kathryn.

MS. COWDERY: Yes.

A Regarding companies I've heard of poaching our
talent, I probably -- and this is not exaggerating --
have heard the name of every employer with a nuclear
division having poached from us. But the ones I hear
most frequently are Dominion, Excelon, and TVU,
Tennessee Valley -- TVA, I'm sorry, TVA, Tennessee
Valley Authority, as the most frequent. But again, I've
heard of almost all of them -- Entergy as well. Entergy
is another big one I hear frequently.

Q. Entergy?

A. Yes.
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Q. Is that E-n-t-e-r-g-y?
A. Yes.
Q. All right. And again, understanding that this

is only what you have heard, have you heard that

specific FPL employees have been poached by Dominion?

A. Yes, anecdotally I have.
Q. Okay. How many employees have you heard of?
A, I have no idea. Again, witness Stall would be

the person who would have more information about
specific instances and volume of poaching, as well as
the relationships between the nuclear employers, as I
understand they do actually try to, you know, keep it --
you now, that's something Nuclear deals with. Human
Resources doesn't get as involved as Nuclear itself.

Q. Okay. Well, this is very helpful, and I do
appreciate it. And I'm going to ask you the same
question, but I'll lump them together. Have you heard
of any employees specifically being poached by Excelon
or by Entergy or by TVA, same question as before?

A. Yes, I have heard, again, of anecdotal
stories. But I work in a compensation, benefits, and HR
budgeting function that is not directly involved in
employee relations and turnover, in hiring, recruiting,
filling vacant positions, or dealing with any of the

issues around poaching in the Nuclear Division or any
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others. It is not part of my core responsibilities, and
the only information I have is, you know, water cooler
talk and things that filter to me through the need to
create new competitive compensation offers for filling
the turnover we end up with.

Q. So this certainly is not part of the area of
your expertise?

A. No, it is not.

Q. So any knowledge you have concerning poaching
is really very limited?

A. That is correct. Again, I hear about it all
the time, and I do not have any studies on it.

Q. All right. Give me one moment.

All right. On page 9 of your testimony at
lines 19 through 21, or 19 through 20, you state that as
a result of the total compensation and benefit design
changes, FPL and its customers are not nearly as
burdened as many other utilities with the considerable
cost of pension and post-retirement medical obligations.
What other utilities are you referring to?

A. All of them, I mean, all of them that still
have traditional post-retirement benefits offered to new
hire employees. And this is information that bears out
probably on the MFR C-35 filings of other utilities

within the State of Florida regarding the projected
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expense, for example, under FAS 106 for post-retirement
medical, where we have a continually declining expense
every year rather than an increasing one.

Q. And further down, you say that the changes
have allowed the company to better focus on the elements

of the total rewards package. Briefly, what are those

elements?

A. Are you referring to lines 22 and 23 on page
97

Q. Correct, correct.

A, The changes have allowed the company to better

focus on the elements of the total rewards package that
have more value for attraction, retention, and
engagement of the required workforce?

Q. Correct.

A. Specifically, we feel that competitive
compensation programs, including properly designed
incentive compensation programs, are a more effective
tool for attracting, retaining, and motivating the
workforce than fixed-cost benefit programs like
post-retirement medical and pension.

Q. Okay. You continue in your testimony to
state, "As a result, the company is able to provide a
core level of compensation and benefits to all positions

based on market analysis and performance." Could you
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please define the core level of compensation and
benefits which are provided to all positions?

A. The core level would be base pay and the
comprehensive benefits package. And the sentence goes
on to describe that the company has the flexibility with
regard to incentive compensation to respond to the
dynamics of the changing workforce, including the need
to attract, retain, and motivate a workforce that will
deliver on our promises to our customers.

Q. Okay. And to what market analysis and
performance do you refer in that sentence?

A. I don't understand your question. I'm sorry.
Will you please repeat it or rephrase it?

Q. Sure, sure. You state that as a result, the
company is able to provide a core level of compensation
and benefits to all positions based on market analysis
and performance, and I wanted you to explain what you
meant by market analysis and performance.

A. I believe that we've talked previously
regarding the market analysis that we perform through
our benchmarking sources regarding the individual
components of benefits and the total value provided for
our core health and welfare programs, post-retirement
programs, and overall benefits package. We've also

talked about the market analysis that we perform through
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our benchmark sources on primarily base salary, although
we do also have information that we receive from those
survey sources on annual incentive compensation, and to
a limited extent, long-term compensation.

Q. Okay.

A. Regarding performance, our annual base salary
program, which we call our merit program, is a
performance-based merit program, meaning that it is not
based on a peanut butter approach of spreading
compensation increases, but rather a tool that we use to
reward and motivate performance as well.

We have very specific guidance that we provide
to line supervisors of non-bargaining employees
regarding differentiation of annual merit increases
based on annual performance appraisals, and then we
study that to make sure that there is an appropriate
distribution of awards of less than average as to the
less-than-average performers and higher than average to
the higher performers so that it all averages out to our
budget.

Does that answer your question?

Q. Yes, it does. And I'm going to warn you that
there's a lot of terminology in your testimony that I
will ask you to define your use of certain words,

because sometimes it's slightly different, and I just
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want to make sure that I'm not assuming that when you
refer to one type of program that I'm thinking it's
another. So just let me know, you know, this is the
same as such-and-such that we've discussed, and that
will help clarify things for me. I'm just putting you
on notice.

Staying on page 10, lines 12 through 13, you
state that FPL has made tremendous improvements in
efficiency, reliability, and quality of service while
significantly reducing head count. By stating
"significantly reducing head count," are you referring
to the reduction from 15,000 employees in 1988 to the
forecasted 11,111 projected in the 2010 test year?

A. Yes, I am.
Q. Could you tell me when the forecast, the 2011
forecast was made?

Let me restate that. What was the data that
was used to make the 2011 forecast or the assumptions?

A. The assumptions in the 2011 forecast were
provided by our corporate budget department, and FPL
witness Bob Barrett would know more about the
assumptions provided across the company? The timing of
the 2010 and 2011 development was -- again, it's
something Mr. Barrett would know more specifically than

I, but it's my understanding we created these forecasts

ACCURATE STENOTYPE REPORTERS, INC.
080677 Hearing Exhibit - 00002063




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

45

in the fall of 2008.

Q. All right. Do you know why there's a
projected increase of 47 employees for 20117

A. I do not specifically know all the details
behind it, because the staffing level forecasts were
developed for each business unit by the business unit
and loaded into our budget system. I do know that,
again, supporting documentation may be available through
Mr. Barrett, but that's not my core responsibility.

Q. Okay. Given that these forecasts were made in
the fall of 2008, and given the current economic
downturn in Florida and the nation, are you still -- is
FPL still forecasting this increase in employees?

A, Yes, we are.

Q. Do you know why the projected increase in
positions is all in exempt salaried positions, with a
decrease in hourly and union employees?

A. No, I do not.

Q. Who should that question be directed to?

A. I believe, again, because the data is gathered
by Mr. Barrett, he may have information on, for example,
a business unit by business unit basis, and I'm
supporting the aggregate increases, although I too have
access to a number of interrogatories we provided as a

company in response to questions regarding staffing
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level changes by business unit. So I could either
attempt to look it up for you or Mr. Barrett could, but
it has gone -- if you could give me a moment to look
through the interrogatories.

Q. Yes, please.

(Off the record briefly.)

A. I am looking at an interrogatory response. It
is OPC's Second Set of Interrogatories, Question Number
115, where FPL has provided the average staffing levels
by employment category for the historic and forecast
years. And based on the information provided, it shows
that both exempt and union categories of employees are
increasing for 2010 and 2011 and that it's only the
non-exempt, non-union category of employee that is
decreasing slightly.

I do not have any specific information about
the drivers of that decrease with me here today, but I
would be probably the more appropriate witness to talk
to about this than Mr. Barrett.
MS. CLARK: Kathryn, would now be a good place
to take a little break?
MS. COWDERY: That would be fine. Well, I've
got two little follow-up questions, and then we'll
take a break.

MS. CLARK: Okay.
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BY MS. COWDERY:

Q. Based on what you just said, Ms. Slattery, the
projected positions are not all executive positions,
because didn't you say there was an increase in some
union?

A. Well, your question just used the term
"executive positions," and I was talking exempt
positions.

Q. Right. This is a new question.

A. Oh, I'm sorry. If you could please repeat it.

Q. Are the projected -- the positions projected

for increase, are they all executive positions?

Q. A1l right. Well, that's what I thought.

And you think Mr. Barrett would be a better
person to ask as to why there is a forecast need for
more executives?

A. No. No, I would be the appropriate person.

Q. Okay. Why is there a forecast need for more
executive positions?

A. I do not believe that we have forecasted an
increase in the number of budgeted positions in
executive locations. Earlier this morning we talked
about my reference to Staff Interrogatory 16 regarding

the number of executive positions, and at that time I
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said that 42 positions are budgeted for 2010, and that
number is constant for 2011. There are 42 budgeted
positions where the head count and payroll was included
in MFR C-35.

Q. Okay. You'll refresh my recollection here.
What is the number of executive positions for 2008?

A. We provided compensation data on 44 executive
positions in 2008.

Q. So there is a decrease in the number of
executive positions forecast, from 44 to 42 from 2008 to
20107

A, In the budgeted forecast there is.

MS. COWDERY: Okay. This is a fine place for
a break, so we might like 5 or 10 minutes. How
long would you like?

MS. CLARK: Kathryn, can we do 10 and come
back at 20 to 11:00.

MS. COWDERY: That sounds great. Let's do it.
We will go off the record.

(Short recess.)

MS. COWDERY: We are going to go back on the
record, and I will tell you that Clarence Prestwood
is not in the office right now. He's going to join
us in a couple of minutes. So why don't we start

into me asking some additional questions, and then
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we can go back and pick up those gquestions from
earlier that you have an answer to. Does that
work?
MS. CLARK: Yes, Kathryn.
MS. COWDERY: Okay. Let's do it.
BY MS. COWDERY:

Q. All right. Ms. Slattery, we were talking
about your testimony on total compensation. And on page
11, line 23, you refer to, quote, performance-based pay
programs, and I would like you to explain that phrase to
me .

A. Performance-based pay programs generally refer
to incentive compensation programs. However, we also
strongly believe here at FPL that our base salary
increases our performance base, so any annual merit
increase an employee gets or does not get is related to
performance and communicated as such. But in general,
the most effective tool and the most widely recognized
tool in a performance-based pay program is incentive
compensation.

Q. Do non-exempt and union employees both receive
a portion of their compensation that is variable?

A. Generally, no. I'm not familiar with all the
terms of our collective bargaining agreement, which may

contain for certain employees certain things like
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licensing bonuses when certain qualifications are
received. But as a general rule, our incentive
compensation programs are something for which our
salaried employees are eligible.

Q. Okay. Now I'm going to ask you some specific
questions concerning the cash compensation programs.
Let's see. On page 12 of your testimony, I would like
you to please explain how the variable pay is linked to
individual objectives. On lines 3 to 6, I'm referring
to that testimony.

A. The variable performance-based pay is linked
to individual objectives because every employee,
non-bargaining employee of Florida Power & Light Company
is part of a Partners in Performance, a performance
review process whereby key objectives are set out at the
beginning of a calendar year, reviewed at midyear, and
then assessed at end of year. So every employee has
individual goals that they have to meet related to their
role and job.

Q. How is the variable pay linked to budget, and
what budget are we talking about?

A. Variable pay is budgeted. It's in our budget
system, it's in all our forecasts, and it's included in
our MFR C-35 figures.

If you could be more specific with your

ACCURATE STENOTYPE REPORTERS, INC.
080677 Hearing Exhibit - 00002069




10

11

12

i3

14

15

16

17

18

19

20

21

22

23

24

25

51

question, I may be able to answer it.

Q. You say that the variable pay is linked to
individual, business unit, and corporate objectives,
including budget and financial performance goals, so I
want to know how is variable pay linked to individual
objectives referencing the budget performance goals.

A. Well, again, I need to start out at the macro
level, that the company has O&M and capital expenditure
performance targets, and each business unit does as
well. Depending on the level of responsibility of the
individual within the business unit, they may have very
clear line of sight to that.

As an example, an employee in a management
role who manages a department will have a budget for
that department, and it is generally going to be an
enumerated item on their performance objectives that
they have to bring their budgets in on target.

As you get further down the line, an
individual contributor who may have no budget oversight
or responsibility, those individuals may not have direct
line of sight to budget targets.

Q. Okay. That makes sense. How i1s the variable
pay linked to individual objectives related to financial
performance goals?

A. Again, the fundamental concept is much the
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same as what I described for budget targets. The higher
up in the organization you go, the more clear line of
sight there is to the achievement of financial goals.

So starting at senior level with management, there would
be clear line of sight. Top level business unit leaders
will have other financial-related goals. And
individuals, as you get further down the chain into
individual contributor levels, they're less likely to.

A financial performance goal is something that
probably requires definition, because I would assert
that bringing your O&M budget in at or below target and
your capital expenditure budget in at or below target
is, in essence, a financial performance goal that's
designed to maximize efficiency and increase
productivity to the benefit of our customers.

There are, I'm sure, dozen of other examples
of financial goals, including, for example, an
individual employee who has a project that they're
working on for a calendar year that is expected to
achieve a certain amount of return on investment that
they need to meet. So this is going to depend person by
person throughout the company.

Q. Okay. Following up on that answer, what type
of project would involve an expectation of receiving a

certaln return on investment?
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A. Well, that's not an area that I generally work
in, so I don't have specific examples. But, for
example, I believe that some of our lean engineers in
power generation may have certain goals set out for them
regarding achieving increased efficiencies in a plant,
and that may include targets and also some return on
investment or some improvement in efficiency that would
be tied to a decrease in cost. So I don't have much in
the way of specific examples other than that one.

Another thing is savings for an information
management system. I'm sure in information management,
where they do kind of a case study before they receive
approval for O&M and capital expenditures, that they
promise a certain return on investment in the way of
increased efficiency, and those folks are expected to
deliver on those promises.

Q. Okay. Well, that's very helpful.

So the return on investment goals, who would
be setting the return on investment goals in the
examples you gave?

A. Well, across our thousands of employees who
are part of our Partners in Performance process, all
goals are set by the immediate supervisor to the
employee, subject to approval by more senior management

of that business unit. So I'm sure there is marked
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variability in the type of performance goals and
measures across different departments and business
units, and this is handled by the business units
themselves, because they know their business. HR simply
provides the systems, tools, and support for that
performance management system.

Q. So you think the setting of return on
investment goals is set on a business unit by business
unit basis?

A. I would like to make it clear that when I
brought up a return on investment goal, that was one
example that came to mind. But, yes, indeed, we're
talking about individual goals in this line of
questioning, and individual goals are set between the
employee and the supervisor and are ultimately at the
discretion of the business leadership to approve.

Q. So business unit leaders might be someone also
to ask questions regarding that type of performance goal
which involves return on investment; is that correct?

A. Yes, although, again, I'm a little
uncomfortable with the overemphasis on return on
investment as, in essence, in this line of questioning
the one and only example of a financial goal. That was,
again, just something that came to my mind in regard to

the types of projects that our information technology
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employees may work on or a lean engineer may work on.
I'm sure that there are myriad goals related to
financial and operating performance that you'll find
across an organization as broad as ours.

Q. Okay. Could you please explain how the
variable pay linked to individual objectives is also
linked to operating efficiency milestones? And again,
we're on page 12 of your testimony, lines 2 through 5.

A. Certainly. Again, there will be variability
between employees' roles in business units. But there
is -- 1it's just like with the budgeting and financial
goals as well. At the corporate level, we have very
well disclosed performance objectives, and each business
unit in turn has similar performance goals and operating
efficiency milestone objectives. And then depending on
the level in the organization that the employee is at
and the nature of their job, they will have similar
goals.

A good example of this is that one of our
corporate objectives is customer satisfaction with our
residential and business customers as measured by a
survey. And in the customer service business unit,
there is direct linkage at the top business unit level
to these objectives, and I would expect to see kind of a

trickle-down of those goals into the key objectives of
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the majority, if not all, of the employees in that
business unit.

Q. Okay. One operating efficiency milestone
given is plant availability in line 5 of your testimony.
What is plant availability, and how is it measured as an
efficiency milestone?

A. Just one moment while I look up our corporate
objectives.

I am not an expert on fossil generation or
nuclear generation, so I'm not very familiar with their
measures, but I do know that plant availability as
measured in a fossil generation unit is targeted at
best-in-class performance and is something that all of
the employees of that business unit have line of sight
to. I do not have gpecific information with me as far
as how it's measured.

Q. Can you tell me how it's linked to individual
objectives?

A. I do not have specific key objective documents
for that business unit with me, but I would expect that
for senior leadership of power generation, there would
be direct linkage to their responsibility to achieve the
target set out for them regarding the fossil plant
generation availability, and that as you go down in the

organization, there would also be line of sight to that
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goal for the whole business unit.

Q. Okay. Thank you.

A. But I don't have any with me to look at.

Q. Okay. And another operating efficiency
milestone referenced is service reliability. What is
service reliability, and how is it measured as an
efficiency milestone with regard to the individual
objectives?

A. It is my understanding that service
reliability is measured based on a number of indicators,
including frequency of service interruptions, frequency
of momentary interruptions, and there are additional
service availability indicators that the power systems
group, which is our distribution and transmission and
substation business unit, will have in their business
unit plans, and they're reflected in their individual
performance goals.

Q. Now, the way I framed this last group of
questions to you was asking how variable pay linked to
individual objectives was affected by certain of these
other factors. I would ask you the same questions
regarding how variable pay is linked to a business unit
objective, but I would first want to you ask you, would
there be any difference in your answers?

A. Not substantively. Again, the overarching
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philosophy is that the lower down in the organization
you go, the less line of sight there is to the corporate
objectives around plant availability, service
reliability, customer service satisfaction ratings and
the like. At the business unit level, for a business
unit's particular indicators that it's responsible for,
you're going to find line of sight to each of these,
depending on the business unit.

And again, the further down you go, the more
you to have to expect that the low level individual
contributor, salaried employee's key objectives for the
year are going to be more directly related to his or her
job responsibilities at the lower level. The higher up
you go, you're going to find more and more line of sight
to the overarching corporate objectives regarding
providing excellent customer service, reliability, and
plant availability to our customers. So at the business
unit level, as I just said, you're going to find clear
line of sight.

Q. Okay. You state that variable pay is linked
to corporate objectives. Could you explain to which
corporation you are referring, or corporations?

A. In this sentence, I am referring to the
Florida Power & Light Company operating indicators,

which we've provided in the interrogatory, which include
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operations and maintenance costs, capital expenditures,
et cetera.

Q. And I did not hear the name of -- did you give
an interrogatory number on that?

A. I think, actually, I did not. I know that
through production of documents and interrogatory
responses we have discussed this. Please hold just one
moment . Let me look for that.

I have not been able to identify which
specific interrogatory or POD, probably because it's
part of a voluminous response to an early POD.

Q. So corporate objectives with relationship to
variable pay include O&M costs. And can you think of
any other corporate objectives to which you're referring
of fhand?

A. Yes, I can offhand. 1It's bringing in O&M
costs at or under budget, bringing in capital
expenditures at or under budget. There's an income
goal, regulatory return on equity. There's a fossil
generation plant availability goal, a nuclear industry
rating. I think it's a performance index. And there
are three separate distribution specific goals related
to service unavailability, frequency of service
interruptions, and frequency of momentary interruptions,

and there is a safety goal tied to the number of OSHA
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reportables per 200,00 person-hours worked, an
environmental impact goal, and two customer satisfaction
ratings, one for residential and one for business.

Q. I think we can go back to those questions that
I asked earlier in the deposition which you were going
to find some additional information on.

MS. CLARK: Kathryn, would you go ahead and
ask the gquestions again so we know we're giving the
correct --

MS. COWDERY: I will do my best.

BY MS. COWDERY:

Q. This was referring back to Ms. Slattery's
testimony on page 4, lines 21 through 23. The average
number of employees forecasted for 2010 is 11,111 broken
down between exempt, non-exempt, and union. Our
question, I think, was how many of these employees --
let's see. You answered how many of the employees made
more than $165,000 total compensation. We were asking
what 1s the percentage of employees that make more than
$165,000 in total compensation.

That was the first question. Do you want to

address that first before I go on?

A, Yes, certainly. The total number of employees
in 2008 whose total compensation was at or above 165,000

was 463 employees, and that would be approximately 4.3
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that we had in 2008.

Q. And that was of how many employees?

A. 463 employees out 10,724 on MFR C-35 is 4.3

percent for 2008.

Q. Okay. And the next question was how many of

these employees make more than $200,000 total

compensation, and what percentage is that?

61

A. Making it clear that this is a subset and not

in addition to, that would be 269 employees out of the

463, and 269 employees is 2.5 percent of the 10,724
employees for 2008.
MS. COWDERY: Okay. That does answer the
question. Thank you very much.
Give me one second.
For the record, Cindy Miller who was here
earlier in the room has departed, as has Anna

Williams, who is no longer in the room with us?

MS. CLARK: Does that mean we're getting near

the end, Kathryn?

MS. COWDERY: Hold on one second. We've got a

messenger in the office.
MS. CLARK: Okay.

MS. COWDERY: Okay. We will continue.

It means some people just don't have very much
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fortitude is what it means.
BY MS. COWDERY:

Q. All right. On page 13 of your testimony,

Ms. Slattery, on line 10, you're talking about FPL's
cash compensation program compared to market. Could you
please define your use of the phrase "cash compensation
program"?

A. Yes. Cash compensation consists of -- what we
can benchmark is base salary level and annual incentive
awards, which we have provided benchmark data on in two
separate exhibits to my testimony.

Q. Is this the same as the total awards program?

A. No. We do not generally benchmark certain
forms of cash compensation that are not included in the
base salary category or the annual incentive
compensation category. I do not personally prepare all
the market data that we submit. I believe in certain
surveys that a component of overtime pay may oOr may not
be included. But in general, we consider this to be our
annual base salary and annual cash incentive
compensation benchmark?

MS. CLARK: One minute, Kathryn.
MS. COWDERY: Yes.
(Off the record briefly.)

THE WITNESS: I just want to clarify. Did you
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ask me a question regarding total rewards

benchmarking, or did you just want the specific

cash compensation benchmarking question answered?
BY MS. COWDERY:

Q. I wanted -- my question was whether the cash
compensation program is the same as the total awards
program previously referred to in your testimony.

A. No, it 1is not. Total rewards consist of all

components of compensation and benefits.

Q. Because it's the total awards program?
A. Rewards.
Q. And the cash compensation program does not

include what that is also in the total awards program?

A. It does not include any of the benefits, nor
does it include certain forms of compensation, which in
relation to the grand total of compensation is a very
small percent, but the benchmark data is not available
on.

Q. Do you know what those benchmarks are, or
those benefits?

A. If you're asking which forms of compensation
are not included in benchmark surveys --

Q. Well, which -- I'm more focusing on the
program itself. When you say program, what forms of

compensation are not included in that program?
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A. Well, all forms of compensation are included
in our total rewards budgeting and our total rewards
philosophy.

Q. Right. But we're looking at -- like on line
10 on page 13, you're referencing cash compensation
program compared to market, so I'm just trying to find
out what the difference is between the cash compensation

program and your total awards program. It's a subset;

right?
A. Yes. I'm sorry. It's a subset.
Q. Okay. And the cash compensation program does

not include any benefits?

A. Correct.
Q. And what else doesn't it include?
A. Well, the cash compensation program would also

not include equity compensation that's paid in the form

of stock.
Q. Okay. Anything that it does not --
A. Well, as a defined term, cash compensation

would be all compensation paid in the form of cash, so
that would include -- it would exclude benefits, and it
would exclude equity compensation.

Q. All right. 1In talking about your cash
compensation program compared to market, you state that

the base pay levels are comparable to the rates paid by
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FPL competitors. How do you define competitors in that
statement?

MS. CLARK: Where are you, Kathryn?

MS. COWDERY: On page 13, line 11.

A. The definition of competitors for employees
performing similar jobs and with similar skill sets will
vary depending on what that position is. 1In other
words, competitors for a nuclear site reactor operator
are different from competitors for a customer service
representative in one of our local care centers. And
accordingly, when we look at the multiple sources or
data we use for our benchmarking, which as referenced in
this paragraph of my testimony were 69 for this
particular year, the definition of, you know,
competitors will vary a little bit. In general, we
strive to find similar jobs with similar skill sets with
similar companies, or in the case of our non-exempt
employees, similar geographic regions.

Q. Okay. On lines 12 through 14, you state you
perform a detailed annual benchmarking analysis of your
pay rates. Are you referring solely to base pay rates?

A, Yes. 1In this particular paragraph, I am
referring to our base salary benchmarking study.

Q. Okay. If FPL's base pay levels are comparable

to the rates paid by its competitors, as you state in
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your testimony, why is poaching of employees considered
a problem by FPL?

A. Well, we're actually quite proud of how
prudently we've managed our workforce to try to keep
poaching to a minimum, and we definitely believe that
our thoughtfully designed total rewards program is our
most effective tool in minimizing poaching of our
talent. Therefore, it's the total compensation and
benefits package and our performance-based pay programs
that are our fundamental tool to defend against
poaching, and we feel that we've done a very good job of
that.

You can't eliminate any and all poaching in
the most competitive jobs, but I have no reason to
believe that we haven't done as well as or much better
than our competitors in designing programs that keep our
employees here so that we don't have more costly
turnover and our investment in our intellectual capital
is protected to the benefit of our customers.

Q. When you were referencing FPL's base pay
levels as being comparable to rates paid by its
competitors, are you talking about all base pay, the
entire range of base pay that FPL compensates its
workers, for instance $25,000 to $400,0007?

MS. CLARK: Kathryn, let me object to that and
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ask you to be a little bit more specific.
BY MS. COWDERY:

Q. What is the base pay salary range used to
determine the average base pay level referenced in line
11 on page 13 of your testimony?

A. That was a benchmark study that was provided
in a production of document request, but I want to
stress that when we talk about our aggregate position to
market, that's in the aggregate. That's across all
positions using all benchmark data.

Naturally, you're going to have particular
individuals or positions within the company that are at
the top or the bottom of the range. I do not have handy
with me what the top and bottom of the range is. I just
know and have data here that shows that in the
aggregate, as shown on Exhibit KS-2 to my testimony,
organization-wide, our non-bargaining employees are
right at about median, 1.8 percent below.

Q. On page 13, lines 22 and 23, you state, "For
the period from 2006 to 2011 represented on MFR C-35,
FPL's compensation or gross payroll expense per employee
is forecasted to increase. When you say per employee,
are you referring to exempt, non-exempt, and union
employees?

A. Yes, all employees.
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Q. In your testimony you state that CPI increases
have understated national salary increases for many
years. Could you please state the basis for that
statement?

A. Yes, I can, if you'll please just give me one
moment to pull my backup documentation on that.

Q. Certainly.

A. All right. Our sources for that statement are
a comparison of the consumer price index to the
WorldatWork salary index and the Compensation per Hour
(Non-Farm Business Sector) index, which is provided by
the same source as CPI, which is the Bureau of Labor
Statistics.

Q. Do you believe that the CPI increase for the
most recent two or three years understates the national
salary increases?

A. Yes. Based on this data from WorldatWork and
the Bureau of Labor Statistics' Compensation per Hour
(Non-Farm Business Sector), CPI for the past several
years has understated compensation increases.

Q. And could you tell me again which data you're
looking at or where it is located?

A. We believe this was provided in a late-filed
exhibit that was just filed yesterday, which is the

backup document for KS-3. So we have provided in table
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form the total cash compensation per employee
WorldatWork salary index and the Compensation per Hour
(Non-Farm Business Sector) rates next to CPI. So if you
have the late-filed exhibit from yesterday, you have
that information.

MS. CLARK: Kathryn, that is what I sent you
last night, and I think I got an e-mail from you
indicating you got it.

MS. COWDERY: Yes, I do have it right here.

BY MS. COWDERY:

Q. Is that particular document, Ms. Slattery, the
two-page document that the first page says "Back-up for
Document KS-3, Total Cash Compensation per Employee"
with the chart you were just referencing?

A. Yes.

Q. And there's a second page to this particular
exhibit, the Compensation per Hour (Non-Farm Business
Sector)?

A. Yes. The source of that is the Bureau of
Labor Statistics, the same source that produces CPIU.

Q. OCkay. The third page was a separate
late-filed exhibit, was it not, Total Benefits Costs,
2003 to 20107

A. Yes. Yes, that's correct. That was a

separate exhibit.
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MS. COWDERY: We'll go ahead, since we're
addressing this at this time, and mark your Back-up
for Document KS-3 as Exhibit A.

MS. CLARK: Is it Exhibit A or 1, Kathryn?

MS. COWDERY: Are we using A or 1? We'll use

MS. CLARK: Okay. That's what I'm familiar
with. What did you title it? Back-up for Document
KS-3.

MS. COWDERY: Yes.

MS. CLARK: Okay.

(Deposition Exhibit Number 1 was marked for

identification.)
BY MS. COWDERY:

Q. On page 14, lines 13 through 17, you identify
a Compensation per Hour index. Could you please explain
what that index is?

A. I'm sorry. Could you please repeat the page
number and line number you're looking at?

Q. It is page 14, and line 13 is the portion of
the sentence referencing a Compensation per Hour index.
A. It is the Compensation per Hour (Non-Farm
Business Sector) wage index published by the Bureau of

Labor Statistics, page 2 of Exhibit 1.

Q. Okay. Why do you believe that the
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Compensation per Hour index is an appropriate indicator
of projected increase in compensation or gross payroll
cost per employee?

A. Because CPIU was not designed to be a wage or
salary index. It is representational of inflation for a
represented basket of goods and services that consumers
in an urban household might purchase, whereas the Bureau
of Labor Statistics Compensation per Hour (Non-Farm
Business Sector) was specifically designed as an index
of wage or salary growth. And furthermore, it's my
understanding that the Social Security Administration
uses the Bureau of Labor Statistics' Compensation per
Hour (Non-Farm Business Sector) when considering cost of
living increases for those receiving Social Security
benefits, which seems to me to be evidence of their
acceptance of this index as a more appropriate indicator
of wage or salary growth over CPIU.

Q. Do you know when the Compensation per Hour
index projection of 18.6 percent was formulated or
calculated? And this is referring again to line 13 on
page 14 of your direct testimony?

A. Yes. Just one moment while I look at my
documentation.

It appears that that information was compiled

shortly before we filed our MFRs and testimony in
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February of 2009.

Q. Do you know the time period from which the
actual data used -- let me start that one over. From
what time period are the actual data used which form the
underlying assumptions of this projection?

A. I do not know.

MS. CLARK: Kathryn, would you give us a
minute, and we'll see if we can locate something?

MS. COWDERY: Certainly.

(Off the record briefly.)

THE WITNESS: The data regarding the Non-Farm

Business Sector wage index is published by the

Bureau of Labor Statistics, and we used an extract

from their system extracted on March 10, 2009. So

all information was provided by the Bureau of Labor

Statistics as of that date through their website.
BY MS. COWDERY:

Q. We don't know the actual time frame that the

data was from at this point?

A. No. We would have to ask them, the Bureau of
Labor Statistics.

Q. Do you know when the WorldatWork index's
projected growth rate of 17.5 percent was calculated,
which you reference in line 17 of your testimony?

MS. CLARK: We're taking a moment to look it
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up -

A. I do not have the date that WorldatWork
provided that to us.

Q. I would like to ask you a question about
Deposition Exhibit 1. Do the amounts of total benefits
for FPL for each year shown on that exhibit agree with
the amounts that are shown in MFR Schedule 357

A. So you're referring to -- are you referring to
page 3 of Deposition Exhibit 1, which I consider to be a
separate exhibit regarding benefits.

MS. COWDERY: Actually, I am. I am actually
referring to the exhibit we have not yet covered,

so we would mark this as Deposition Exhibit 2.

(Deposition Exhibit Number 2 was marked for
identification.)

BY MS. COWDERY:

Q. Same question.
A. Yes, i1t does tie to C-35.
Q. And Deposition Exhibit 2 is a one-page exhibit

titled "Total Benefits Costs, 2003 through 2010."

A, Yes.

Q. On page 15 of your direct testimony,
Ms. Slattery, in the area of lines 8 through 12, you use
the phrase "gross payroll cost." Are you using the

phrase "gross payroll cost" to mean the same thing as
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total compensation cost?

A. No. I am referring to the gross payroll cost
that is prescribed as a FERC Form 1 requirement, so that
it would be a definition consistent from respondent to
respondent to FERC Form 1 requirements.

Q. Am I correct that the phrase "total
compensation cost" includes benefits?

A. No. I would say that total compensation and
benefits costs includes benefits, and that total
compensation cost is a subset thereto.

Q. Okay. Thank you.

MS. CLARK: Kathryn, I need to step out for a
minute. Can we just go off the record?
MS. COWDERY: Yes, we certainly can. You want

10 minutes?

MS. CLARK: Yes, please.
MS. COWDERY: Okay. We are off the record.
(Short recess.)

BY MS. COWDERY:

Q. I had asked a question, Ms. Slattery,
concerning how variable pay is linked to corporate
objectives, and by corporate objectives, to which
corporation or corporations were you referring, and your
response had to do with FPL operating indicators. I

just want to be sure that I understand that when we're
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talking about corporate objectives, is variable pay to
employees linked to any corporate objectives for FPL
affiliated corporations, such as FPL Group?

A. My earlier answer was specific as to the
paragraph in my testimony we were discussing, but I will
make clear that for all the employees below officer
level, the corporate objectives to which their variable
pay is linked is strictly Florida Power & Light Company.
For our officers, there is some component related to the
performance of FPL Group to the extent that they
contribute to the financial strength of the company that
attracts capital for us to invest in our utility, and
also to the extent that we want to incent behaviors that
are team-oriented and are working towards a common goal.
And it also recognizes the fact that Florida Power &
Light benefits from some of the intellectual capital
developed by affiliates of FPL Group, for example, with
regard to solar energy technology and some of our other
initiatives related to fuel efficiency.

But again, below the officer level, it's
strictly based on the corporate performance of Florida
Power & Light Company. At the officer level, there is
some recognition of our officers and their contribution
towards the strength of the parent company.

0. And by officers, we're referring to those 44
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employees?
A. That's correct.
Q. Okay. Is there any way for us to know how

this compensation target is set? I mean, is it a
target? TIs it a target goal that they're supposed to
meet?

MS. CLARK: Kathryn, I think -- target
compensation? We're having trouble understanding
your question.

MS. COWDERY: I'm trying to figure out how to
ask it.

BY MS. COWDERY:

Q. How is this compensation set? How is the
variable compensation set which would allow the officers
to get a portion of compensation based on the
performance of FPL Group? How do you do that?

A. First of all, let me make it clear that the
Florida Power & Light Company officers' performance
objectives are related to the operating and financial
performance of Florida Power & Light Company and not to
any affiliate of any other subsidiary. You know, we're
really talking about a construct that we use to ensure
that there's consideration of the utility's operating
performance results, but also that we recognize that a

holistic approach to operations means better results to
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the entire operation.

MS. CLARK: Kathryn, would you ask your
guestion again? I'm wondering if you're asking
about process or --

MS. COWDERY: I'm asking how is a compensation
level based on performance of FPL Group set.

MS. CLARK: Just a minute.

THE WITNESS: I'm looking through my materials
for a moment.

MR. WIGHT: Kathryn, this is Schef Wright.
When you are speaking, I am getting a lot of windy
static, like noise on a highway or something. I
don't know if someone is listening in on a cell
phone or if there's just some glitch in the
telecommunications, but --

MS. COWDERY: It started raining really,
really hard here.

MR. WIGHT: That must be what it is.

MS. COWDERY: Because I'm even having a hard
time hearing myself.

MR. WIGHT: Okay. Then we're going to call
that an act of God, and I will go back on mute.

MS. COWDERY: Okay. That's what it is.

MR. WIGHT: Thank you, Kathryn.

THE WITNESS: As I was saying before, for our
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Florida Power & Light Company officers, you know,

we've had some specific discussion, but perhaps

this is made most clear in my rebuttal testimony.
BY MS. COWDERY:

Q. Could you please speak up? As I say, we're
having a hard time hearing, I guess because of the rain,
so our court reporter is having a hard time. So if you
could start over, please.

MS. CLARK: Kathryn, she has suggested
referring to her rebuttal testimony, and she's
looking at that now.

MS. COWDERY: Okay. Well, we'll let her look
at that and then carry on.

A. In my rebuttal testimony, on pages 12 through
14, I believe, I address this issue in a way that may
make it the easiest to understand. That is in regards
to the annual -- we have an annual incentive plan for
our top 13 officers of the corporation.

The purpose of that plan is to ensure that we
meet certain standards under the Internal Revenue Code,
Section 162 (m), that governs the deductibility of
compensation expense for the corporation. And we want
to be ags efficient as possible with our expense, and
therefore we, of course, want to take the opportunity to

ensure the deducibility of all compensation to the
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extent that we can. Therefore, we have set up an annual
incentive plan that covers our top officers to ensure
the deductibility of their performance-based annual
incentive pay.

And this has been described in my rebuttal
testimony starting on page 12, and it explains that for
our top 13 officers who are subject to this plan, a
financial matrix related to the earnings per share
growth and return on equity of FPL Group, Inc., that is
considered as part of the financial performance of the
company, and therefore the performance of the officers
as described therein.

It's very clear on page 13 of my rebuttal
testimony that with regard to the 13 people to whom the
financial matrix applies, it's both appropriate and it's
fundamental to their overall roles within the company to
consider some financial metrics in connection with the
performance of these individuals.

These indicators not only benefit the
shareholders; they also benefit the customers. It's
described in detail on page 13 of my rebuttal testimony
that it would be detrimental to customers if in fact the
company's compensation package did not encourage senior
management to keep the company financially strong. As

FPL, witnesses Avera and Pimentel described in detail in
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their testimony, a financially strong company has
greater access to capital and a lower cost of capital,
which in turn benefits customers through a lower cost
structure and lower rates.

Q. How does this financial matrix work?

A. The financial matrix, which is disclosed in
the company's annual proxy statement to shareholders --
if you could allow me a moment to get to that.

The financial matrix, which, as I said, is
described in detail in the company's annual proxy
statement, is based on a return on equity and earnings
per share growth targets, which are set based on the
actual annual results of the S&P 500 utilities index
over a three-year period. So the targets are set in
advance based on that performance and then assessed at
the end of the year, so that if the company outperforms
the index measures, the potential annual incentive
awards are potentially greater, and if it underperforms,
then the opportunity is relatively lower.

Q. And what is the compensation award linked to?
Is it that if you outperform, you get a 1 percent bonus
or you get a certain dollar amount? How does that work?

A. This matrix is just one component of a number
of factors in a very balanced and measured approach to

assessing performance. This is not tied to any
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threshold or specific dollar payout. It is simply one
factor that is used to measure performance. It is not
used in place of the operating performance measures I
described earlier in this deposition, which directly
benefit our customers through, you know, efficiency and
productivity measures, and reliability and plant
availability and customer service measures. However,
this is one component that is taken into consideration
in conjunction with other financial and operating
performance measures.

Q. So there is no specific amount of
compensation, either dollar amount, range, or
percentage, which one of these 13 employees can get if
there is outperformance of the goals? There's nothing
specifically linked. It's just like a little box that's
checked, yes, you've outperformed?

A. No. Again, there is a relationship between
performance on these measures and the assessed level of
performance and the opportunity to receive an annual
incentive award.

Q. And what is that relationship?

MS. CLARK: Kathryn, can I interrupt? This is

Susan. Are you asking if you meet this X amount,

you get X amount of dollars? Is that your

question?
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MS. COWDERY: Something like that, yes, either

X amount of dollars, or a range that's looked at,

or a percentage bonus, or something. Is there a

specific link between those performance standards

and specific compensation?

A. No, it is not prescriptive. 1It's just one of
the pieces that is considered. It is important to note
that the annual incentive plan which, as I discussed, is
largely designed to ensure deductibility of
compensation, which is the most efficient use of company
dollars, does require us and we do set maximums on
awards that may be given under the plan. And similarly,
it requires some sort of completely objective standard
that would kind of set a minimum.

So the plan does have in it kind of a baseline
net income requirement for there to be awards above
zero, and it also sets maximums. So there are
guideposts that I wanted to make clear but it is not a
prescription whereby a certain performance on this
financial matrix equals a certain level of payout or a
certain amount of payout per person or in the aggregate.

Q. Okay. Thank you. The only other question is,
your discussion right now in your rebuttal is with
regard to 13 individuals, but we were talking about the

44 officers for whom compensation may be linked to FPL
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Group performance. How are those other 44 minus 13
people -- you know, how is their compensation set with
relationship to the performance of FPL Group?

A. Well, their annual incentive compensation is
not tied to this financial matrix, so below the top 13,
the financial matrix is not part of the assessment of
performance, but the financial and operating performance
of FPL Group is considered as part of the assessment of
their performance.

Q. Okay. Can you tell me how it is considered,
since it's not considered through the matrix?

A, Yes. Much as I described before, operating
performance is generally focused on O&M and capital
expenditures, net income, and other financial objectives
which are designed to incent employees and officers to
maximize efficiency and productivity, bring projects in
under budget, and in general be good stewards of the
finances of the company. And then performance measures
that are related strictly to operating of the company
are generally tied to customer service, generation,
power delivery, safety, and other environmental factors.

So the design is much the same for these
officers below the top 13 as it is for other employees
of the company, with the difference being that the

performance of FPL Group's operating measures 1s taken
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into consideration as one of a number of performance
assessments.

Keep in mind that individual performance
continues to be an extremely important component of
performance assessment for an individual in the
determination of an annual incentive award.

Q. Okay. So for these 31 employees who are not
covered by the matrix, do they have something in place
where there is a minimum and maximum award, such as is
used with the folks covered by the matrix?

A, Although not covered under the same formal
shareholder-approved plan as the top officers, our
annual incentive program guidelines are generally that
the minimum is zero, and we do set maximums on awards
also.

Q. And what are those maximums?

A. The maximum is generally 200 percent of kind
of our baseline communicated awards.

Q. What is a baseline communicated award?

A. It is merely kind of an internal mechanism of
communicating across our employee population that a
certain percentage of base pay is kind of the baseline.
We try not to use the term "expectation" around that
baseline because there is no entitlement.

It varies by job. And it is important to
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note, as I said earlier in this deposition, that the
more responsibility a job entails and the more direct
impact to the performance of the company and delivery of
promises to customers, the larger the component of pay
that is variable performance-based pay is, and
therefore, that kind of baseline award goes up as you go
up in the organization.

Q. What is that percentage with a baseline

communicated award for the top 44 employees?

A. It varies by job there as well.

Q. What would be --

A, And I would say that in general -- I can look
that up

Q. Wonderful.

A. Looking at the officer list, the baseline

bonus communicated to them, again as kind of a baseline,
is as low as 30 percent, and as you move up in levels of
responsibility and impact, it goes all the way up to our
CEO, but that's not really a fair representation. I
mean, his bonus target, which is disclosed in our proxy,
is equal to his base salary. But the number that I see
here on the list as the most frequent is 40 to 45
percent of salary as the communicated baseline
opportunity, with again a maximum being set at

200 percent of that.
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Q. and what is the -- is there an average range
that you could give us as to what percent is actually
awarded, for whatever time period you can give us?

A. That's based on performance, and I haven't
studied what the average payout for any particular
person or role or department is. I do know that we are
fairly careful at setting our aggregate bonus accruals
under fair accounting standard guidelines so that the
accrual that we are accruing each year as the
performance is being delivered and the awards are being
earned is based on the historic actual payouts in the
aggregate. And based on that, you know, the company's
accruals are generally set at a certain level that are
based on historic performance. And I haven't broken it
down and studied it in much detail, other than knowing
the accountants are satisfied that we are following the
accounting rules and accruing an appropriate amount
based on our expected liabilities.

Q. Okay. To make sure I haven't gone astray in
my thinking here, would it be fair to say that the 40 to
45 percent base pay communicated award is in the
ballpark of what is actually awarded to the top 44
officers?

A. No. That is again kind of the baseline

communication, and the math on which the minimums and
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maximums would be set, the minimum, of course, being
zero. But because FPL's performance has been superior
consistently for the last several years, as we would
expect, the actual award payouts have been above
baseline, and that is in keeping with the performance
that we deliver to our customers, and it shows that the
program is working as designed. But in all cases, it

has been well below the plan maximum.

Q. So it's somewhere between 45 percent and 200
percent?
A. No. I believe you're mixing apples and

oranges here.

Q. Okay. Could be.

A, When I said before that the baseline award of
a typical officer that's communicated to him or her is
probably 45 percent of base pay, I didn't mean -- the
200 percent is 200 percent of that dollar figure.
Whatever the baseline award is, the maximum would be two

times that, so that would be 90 percent, not

200 percent.

Q. I see. So we would expect that the actual
payouts were probably somewhere between 45 and 90

percent, depending on the employee?
A. Yes. And I want to be very clear that it

depends on the employee, because individuals in all
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levels of the organization certainly are subject to
earning significantly less than the baseline. That does
happen. We're just talking in the aggregate, that
payouts have been representational of performance and
have been above the baseline, but below the maximum.

MS. COWDERY: If you could give me just one

moment, I need to confer.

(Off the record briefly.)
BY MS. COWDERY:

Q. Ms. Slattery, I just want to make sure that
I've ended up where I was starting, which was talking
about compensation of the top 44 employees specifically
related to the performance of FPL Group. So when we
moved over to your rebuttal testimony and we started
talking about the baseline communicated awards, these
awards that we've been talking about with the 40 to
45 percent baseline, are those awards for the top 44
employees in relationship to performance by FPL Group?

A. I did not understand your question. Could you
please rephrase it or clarify it?

Q. Do the top 44 employees who have a component
of their variable pay based on the performance of FPL
Group have a baseline communicated award of 40 to
45 percent for the performance -- you know, related to

the performance of FPL Group?
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A. No, no. That is not what I'm saying. Their
total opportunity is as you've just described it.
However, it is always made clear to them that their
actual payout will be based on an assessment of the
performance not only at the corporate level, but also
their business unit and their individual performance.
And I'll come back to corporate in a minute, but I just
want to make it clear that individual business unit and
corporate performance is assessed, and it's part of a
determination of the ultimate award amount.

And in regard to the corporate factor, I think
that's what you're trying to ask me a question about,
and I don't understand.

Q. Right. I've been trying to find out if we can
focus on compensation that comes to employees because of
performance at the FPL Group level, and that's finding
out if we can identify some kind of specific
compensation that is allowed for either in a range or a
dollar amount that is specifically focusing on FPL Group
performance for those top 44 employees.

A. Well, first of all, I want to say that more
importantly, our total projected compensation and
benefits cost is reasonable and prudent, including
specifically our forecasted annual incentive award

expense, and that therefore, because it is reasonable
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and prudent in the aggregate, and because it is a
program that is working and has been proven to be
working in delivering superior results to our customers,
it is not appropriate to try to carve it into pieces
which one person may judge more directly benefits
customers versus less directly benefits customers. I
want to make that perfectly clear.

Q. Certainly, and I understand that position. We
just want to know -- if it can be carved out, we would
like to know what that carve-out is. Are you telling me
-- I mean, is there any kind of carve-out that you can
tell me about, performance based on FPL Group --
variable pay based on the performance of FPL Group for
the top 44 employees. Is there any carve-out that we
can get? Is that information available at all?

A. No. It is not possible to tie a specific
dollar amount or percentage to FPL Group performance
versus any other performance factor. It is all assessed
in the totality and in the aggregate, and I would say
it's heavily weighted towards utility-specific
performance anyway. But whatever consideration is taken
into account regarding the group performance, it's not a
specific formula where I can say this dollar amount or
this percentage of this role, this person, or this

budget is related to the parent company.
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Q. Okay. Is there any way to estimate this

amount?

A. I've never attempted to estimate it because it

is not pertinent.

Q. But are you able to estimate it.
A, I don't believe so, no.

MS. COWDERY: Okay. Thank you. We are going
to go back to your direct testimony on page 15,
line -- let's see. Actually -- let me see where we
are, actually. Hold on. We're deleting some
questions.

MS. CLARK: That suits us. We'll wait.

MS. COWDERY: Right. I figured.

We are thinking now would be a good time to
take a lunch break and see if we can delete some of
these questions that we've discussed I think in
quite a bit of detail.

I don't have a real strong feeling about how
long a lunch break to take. We don't know if 45
minutes is sufficient or if people need more time
than that based on where they are and how they'll
get some lunch. Any thoughts?

MS. CLARK: Kathryn, I know Public Counsel and
FIPUG noticed this as well. Do they have any idea

how long they're going to take?
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MS. CLARK: Who is that?
MR. BECK: This is Charlie.

MS. CLARK: ©Oh, hi, Charlie.

92

MR. BECK: You know, it's always difficult to

guess, but I'm guessing about 15 minutes.

MS. COWDERY: Good man.

MS. KAUFMAN: This is Vicki. I would say
probably about the same.

MS. CLARK: Kathryn, let me ask Kathleen,
since she's the one answering the questions, how
long she feels she would like to take as a break.

How about half an hour?

MS. HARTMAN: Let's take 45 minutes.

MS. COWDERY: Yes, we'll start back up at

MS. CLARK: Okay. Thank you.

MS. COWDERY: We're off the record.

(Recess from 12:12 to 1:07 p.m.)

MS. COWDERY: All right. This is Catherine
Cowdery. We are back on the record.

BY MS. COWDERY:

Q. Ms. Slattery, hello. If you could turn back

to your direct testimony on page 15, lines 13 through

16, you refer to your Exhibit KS-4. Could you give a
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brief explanation -- let me rephrase that. Could you
please explain how Exhibit KS-4 shows that FPL continues
to be one of the more efficient utilities from a total
compensation standpoint?

A. Yes, I can. Exhibit KS-4 was compiled using
FERC Form 1 filings from the utilities indicated on the
exhibit for the year 2007. The FERC Form 1 has a
uniform definition of gross payroll the companies would
have had to adhere to. So by taking the total payroll
number and dividing it by the total employees on FERC
Form 1, we were able to come up with a FERC Form 1 view
of total salaries and wages per employee for that year
and compare FPL to the other utilities on that basis.

Q. Okay. Exhibit KS-4 states that it shows total
salaries and wages. Does this include all compensation
of whatever form, such as stock awards,
performance-based pay, other awards, or incentive pay or
bonuses?

A, For FERC Form 1, the total wages and salaries
that is reported is compiled by regulatory accountants
for each company. 2And since I nor my staff prepare
that, I could not describe exactly what's in or out of
it. I know that the payroll source is the source for
Florida Power & Light Company, and I therefore expect

this to be a very fair representation of all wages and
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salaries, all components of pay that an employee
receives.

Q. Please explain how Exhibit KS-4 supports your
statement, "This efficiency is particularly evident when
one looks at total compensation, whether on a per
customer, operating revenue, or operating expense
basis." This is again referring back to page 15, lines
14 through 16.

A. KS-4 is an exhibit consisting of four pages.
Each of the four pages is based on the FERC Form 1
reported total payroll for each company. Page 1 of the
exhibit divides that number by the number of employees
reported for each company, and page 2 takes that number
and divides it by operating revenue, which is -- they're
all sourced from FERC Form 1, so the operating revenues
is sourced from FERC Form 1, page 114 of FERC Form 1.
And KS-4, page 3 of 4, shows the FERC Form 1 reported
total payroll divided by the number of customers for
each utility, which is also sourced from FERC Form 1 on
page 3 of 4. The fourth and final page of Exhibit KS-4
shows the FERC Form 1 reported total salaries and wages
divided by operating expenses, which is also sourced
from FERC Form 1. So these are apples-to-apples
comparisons.

Q. Does that conclude your answer to that
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A. No. I just wanted to show that on each
exhibit, FPL demonstrates efficiency and productivity.
As is documented in my testimony, on a per employee
basis we're, you know, middle of the pack. But from a
per operating revenue, per customer, and per operating
expense basis, we are far better than average. And
again, it demonstrates the effectiveness and the

efficiency of our company.
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Q. Has FPL made any comparisons of productivity

measurements produced by the U.S. Bureau of Labor?
A. I'm not sure I understand your question.
Would you please clarify what you're asking?

Q. Well, the U.S. Bureau of Labor has

productivity measurements. Has FPL made any comparisons

of employee productivity using those measurements?
If you don't know, you can --

A, I don't know. I don't know.

Q. Has FPL reflected an increase in productivity

in its payroll projections included in the MFRs?

A, I don't understand the question.

Q. Let me think. In the payroll projections
included in the MFRs, do those projections include a
consideration of the increase in productivity?

A. I do not know. I sponsored two MFR's. I'm
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not familiar with all the details regarding the others.
Q. Sure. If you do not know, that's fine. Do
you know who that question would be better directed to?
MS. CLARK: Kathryn, let me see if I'm clear
on what you're asking. You're asking in terms of
the staffing levels that have been projected, does
the estimate of that level somehow take into
account productivity improvements?
MS. COWDERY: Yes, that is correct.

A. I do not know. It is possible that FPL
witness Barrett may be able to provide more information
on that topic.

Q. Thank you. Do you think he would also know
about any comparisons of productivity made with the U.S.
Bureau of Labor measurements?

a. I do not know. I do know that each business
unit decides on the optimal staffing level required to
accomplish performance objectives, and that they budget
the appropriate staffing, and that Mr. Barrett's
organization collections that information. They have
more information than I presently have, but I do not
know.

Q. Okay. That's fine. On your Exhibit KS-5,
there is a comparison to market. How do you define the

term "market" as used in that exhibit and also in your
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testimony on page 16, line 67?

A. The source of this exhibit is WorldatWork.

The market comparison is from the total data population.
I do not have any additional information other than some
indication that there were approximately 2,618 responses
from several hundred companies, and I'm not sure how
many of them are represented in this comparison.

Q. Okay. On page 16, line 7, concerning annual
pay increase program, what is the annual pay increase
program?

A. That is the annual merit-based salary program
that I referenced earlier in this deposition. That
occurs in the first quarter of the calendar year.

Q. The same that is identified on KS-5 as the
merit pay program?

A. Yes, it is. And if I could clarify, KS-5
includes not only the annual merit-based salary program,
but also the one time per year distribution of variable
performance-based pay which occurs during the same time
frame, in the first quarter of the year.

Q. Okay. Thank you for that clarification.

So KS-5 is the same as the annual
performance-based merit program consisting of the merit
award and the incentive pay program?

A. KS-5 has two pages, page 1 of 2 in regard to

ACCURATE STENOTYPE REPORTERS, INC.
080677 Hearing Exhibit - 00002116




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

98

non-exempt, and the second page is in regard to exempt.
And on each page, it shows the base salary program and
the variable performance-based program for the two
populations, FPL compared to market.

Q. Okay. We're looking at the exhibit for a
moment .

Regarding the first page of Exhibit KS-5, can
you tell us the projected merit increases in 2009, 2010,
and 2011, and where this information is specifically
located in the MFRs?

A, Yes, I can. One moment, please.

Q. Thank you.

MS. CLARK: Kathryn, can we go off the record
for just a minutes?

MS. COWDERY: Yes, let's go off the record.

(Discussion off the record.)

A. The answer to the question is that in Staff's
Eleventh Set of Interrogatories, Question Number 197, we
responded with information regarding forecasted annual
merit programs for 2009, '10, and 'll, and that that
information or that data is included in MFR C-35 as a
component of the total compensation and benefits
increase year over year for '9, '10, and 'll. It's a
component of it, but it's not the only factor.

Q. But you specifically set that out in the
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answer to Staff's Eleventh Set of Interrogatories,
Interrogatory Number 1977

A. Yes.

Q. Okay. Give us one moment. We're reviewing
that interrogatory response.

I am reviewing the response to Staff's
Interrogatory Number 197, and it states that budget
guidance for annual merit-based pay increases for exempt
and non-exempt are 2 percent for 2009, 2010, and 2011.
Does that include the variable pay?

A. No, it does not. As stated in the response,
variable pay is budgeted by each business unit after
corporate guidance, and the variable pay budgets are
provided in other interrogatories.

Q. Okay. Would this have been an interrogatory

response that you prepared?

A. Yes, this would be an interrogatory response
that I -- there were several interrogatories related to
-- (inaudible) -- programs. I'm not sure what

information you're looking for.
THE REPORTER: I'm sorry. I lost you.
THE WITNESS: I'm sorry. There were numerous
interrogatories that I filed related to annual
incentive compensation or variable

performance-based pay.
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BY MS. COWDERY:

Q. Do you think you would be able to identify for
us the response that gives the variable pay projections
for 2009, 2010, and 20117

A. Yes. Give us one moment.

Q. Thank vyou.

(Off the record briefly.)

A. There are a number of interrogatories
regarding the variable performance-based pay programs,
as I've already mentioned. I think that one that is
perhaps one of the easiest to follow is the response to
OPC's Seventh Set of Interrogatories, Question Number
338, which lays out the incentive payments as tied to
MFR C-35.

Q. And does it give us the percent for those

three years concerning variable pay that would sort of

match up --

A. That would match up to -- are you looking for
tie up to --

Q. KS-5.

A. Exhibit KS-57?

Q. Yes.

A. I have not performed that calculation, because

I have a tremendous amount of total compensation and

benefits expense information with me, but KS-5 is very
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specific regarding the relationship between total
salaried employee base pay and the total variable
performance-based pay budget for those employees, and I
do not have that with me today.

Q. Did you say that that information in that form
is not in the response to Interrogatory 338 in OPC's
Seventh Set?

A. No, not in that form. 1In OPC's Seventh Set,
Interrogatory 338, it provides the total dollars
budgeted for the variable incentive compensation, but it

does not express it as a percentage of base salaries as

KS-5 does.

Q. Do you think that you could perform that
calculation?

A. Yes, I could. If you would like for me to

perform it now, it may take a few minutes, because I
would have to find the source for the total exempt base
pay.

Q. I think if we could get that calculation by

Monday, it would be fine. Do you think you could do

that?
A. Yes, I can.
MS. CLARK: Kathryn, are you going to give it
a title?

MS. COWDERY: Why don't we. We'll call it
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Depo 3 and -- let's see. I think we're back to
KS-5. How about Projected Variable Pay Increases,
2009 to 2010, or 2011, I guess?
MS. CLARK: Projected Variable Pay Increases,
2009, 2010, and 2011, expressed as a percentage?
MS. COWDERY: Yes.
MS. CLARK: ©Okay. I think we're clear on what
you want.
(Late-filed Deposition Exhibit Number 3 was
identified for the record.)
BY MS. COWDERY:
Q. All right. On page 16, lines 21 and 22, you
identify total benefit costs projected to be about
198 million in 2010 and 232 million in 2011. Why do
these projections show that jump from 198 million to
232 million?
A. On a later page in my testimony, the primary
driver is the pension plan, which the annual periodic
expense for the pension plan must be calculated under

standard accounting rules, FAS 87.

Q. And you are saying retention plan; correct?
A. No, pension plan. I'm sorry.

Q. Oh, pension plan.

A. That's the primary driver of the change.

Secondarily, increased medical costs are also a factor
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in the change, which is being driven by escalating
medical costs across the country and is a problem that
is shared with other utilities and companies as well.

Q. Are these projections for all employees, that
is, exempt, non-exempt, and union?

A. Yes.

Q. Okay. Please explain why the projected total
benefits cost for 2010, 198 million, is so much higher
than the 2006 amount of 133 million.

A. That is before the net periodic expense or
annual expense related to the pension plan are
calculated under accounting rules, specifically FAS 87,
which is a very complicated calculation. And as I
understand it, the primary driver in the change is the
decrease in the expected return on assets and the actual
decline in market value of the assets in the pension
plan in 2008.

Our decline in value was in line with others,
probably less than most, that other companies
experienced because of market changes. And that's the
primary driver of the change in the net periodic expense
between those years.

Q. Okay. Is the projected percentage increase in
average annual total compensation per employee for the

projected test years 2010 and 2011 2 percent?
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MS. CLARK: Can you repeat the question,

Kathryn, slowly?

MS. COWDERY: Yes.

BY MS. COWDERY :

Q. Is the projected percentage increase in
average annual total compensation per employee for the
projected test years 2010 and 2011 2 percent?

A. No, it is not. As shown on MFR C-35, line 4,
the gross average compensation per employee figure is
projected to increase from 2009 to 2010 by 3.41 percent
per employee. A component of that is the 2 percent
annual merit program budgeted across the employee
population. But there are other factors that go into
creating our compensation budgets as well, and those
include forecasted overtime costs and other forms of
compensation as well.

So the 2 percent base salary programs are part
of the total year over year increase, but MFR C-35 is
the correct reference regarding our year over year
increase per employee.

Q. Is the 3.41 percent per employee for both 2010
and 2011? 1Is it the same for each of those years?

A. No. As shown in MFR C-35, for 2011, the per
employee increase is 0.87 percent over the 2010 number.

Q. So it was 3.41 percent for 20117
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A. It's 3.41 percent for 2010 and 0.87 percent
for 2011. That's from MFR C-35, line 4.

Q. Okay? Given the recent economic downturn in
Florida and the nation as a whole, please explain how
FPL justified an increase in the overall rate of
compensation for the test years 2010 and 2011.

A. Even in a difficult economy, there is still
competition for good resources, and we must pay
competitively in order to attract, retain, and motivate
the performance of our workforce. We have jobs with
unique skill sets that require industry experience, able
to -- they can make decisions regarding pay packages
independent of rational, market-based data and inputs.

And I've demonstrated in my testimony we are
constantly monitoring the economic conditions and what's
going on in the marketplace, but at this time, we do not
have any reason to gquestion the appropriateness of our
budgets and forecasts in regard to this matter. We have
instead evidence to the contrary, that in our industry
and in general industry, companies had pay raises in
2009 and are forecasting them for 2010. And we have
provided evidence of this through our production of
documents and in the rebuttal testimony of myself and
FPL witness Richard Meischeid of Towers Perrin.

Q. Since the filing of your direct testimony in
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this case, has FPL taken any actions or had discussions
concerning employee compensation in response to the
economic downturn?

A. FPL has since the filing of my direct
testimony continued to monitor through its relationships
with third-party compensation consultants what is going
on in the competitive marketplace for talent in our
industry and in general industry. Based on the
information that we have obtained from these parties,
including Towers Perrin, WorldatWork, and Watson Wyatt
Worldwide, we have not found it necessary to make any
changes to our budgets or forecasts. We have instead
affirmed the reasonableness and prudence of our proposed
increases and of our budgets and forecasts. We must
protect the intellectual capital that we have invested

in in this company so that we don't lose it to

competitors.
Q. Are -- were you complete? Were you finished?
A. Yes.
Q. Are you aware that in Tampa Electric Company's

most recent rate case, TECO decided to forgo salary
increases for it officers in its 2009 projected test
year due to the current economic downturn?

A. Yes, I am aware of that, and I found it to be

a very interesting data point, but I cannot comment on
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the appropriateness of their decision, since I don't
know their competitiveness in the marketplace, their
position to market, or their overarching compensation
and benefits strategy.

I do know that at Florida Power & Light
Company, we are constantly monitoring the marketplace,
constantly obtaining data and talking to national and
international consultants, Watson Wyatt Worldwide being
international. And I do not think it's appropriate for
me to compare Tampa Electric's decision to forgo
salaries for a handful of employees, I would stress, to
FPL's decision to take a measured and reasonable
market -based approach to determining the appropriate
budgets for compensation and benefits.

Q. In light of the current economic recession,
has FPL likewise considered freezing executive
compensation?

A. At the present time, we have not considered
freezing executive compensation because we have no
evidence as to the appropriateness of such action.
Instead, we are focused on the competitiveness of our
total compensation and benefits packages for our
officers, because we have to make sure that we avoid
costly turnovers and the loss of intellectual capital

that we have invested in who have obviously proven that
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they are delivering results to our customers.

Q. Is it correct that FPL's customer base has
decreased over the past several months?

A. I am not an expert in our customer base and do
not know what has happened in the past several months.

Q. Not speaking as an expert regarding customer
base, but just as an employee with your general
knowledge, have you heard that the customer base has
decreased over the past several months?

A. No, I had not heard that. I have been very
focused on responding to many interrogatory responses
and haven't gotten out much.

Q. We're just looking at a couple of questions to
see 1f we've covered them.

Ms. Slattery, over the past three years, what
percentage of employees in each year have received
bonuses, incentive pay, or stock awards?

A, I believe that I may need to answer those
questions separately regarding annual incentive
compensation and stock awards, because I have not
aggregated the data.

Q. That would be fine.

A. Regarding annual incentive compensation pay,
as I've stated before, all of our salaried employees are

eligible for awards. And I'll express this as a
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percentage, that in 2009, approximately 6.4 percent of
our eligible employees received no awards. Therefore,
93.6 percent of eligible employees did.

In 2008, 7.6 percent of our eligible employees
did not receive an award. Therefore, 92.4 percent did.

And in 2007, 9.4 percent of our eligible
employees did not receive an award. Therefore, 90.6
percent did.

Regarding long-term incentive awards, again,
all exempt employees or salaried employees are eligible
to receive equity compensation under the long-term
incentive plan, but it is used much more selectively to
recognize the performance of key employees in key roles
and to reward them for the impact to performance. So
the numbers are much smaller, and rather than as a
percentage of eligible -- I don't have that specific
information. I could probably just give just kind of a
ballpark and say that in total, each of the past three
years, I would say fewer than 600 employees have
received equity compensation awards. That's a general
ballpark based on my recollection.

Q. Okay. That's sufficient.
A. And actually, now that I think about it, it
may be closer to 600 to 700. I would say in the

ballpark of 600 to 700 at the outside would receive
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equity compensation, and that's on a per year basis.

Q. I notice for the annual incentive compensation
awards, the percentage of eligible employees receiving
such awards has gone down from 2007 to 2008 to 2009.

Has the recent economic downturn affected the number of
employees who have received theses bonuses or
compensation?

A. Actually, I believe you have that reversed.
The percentage of eligible employees receiving awards
has --

Q. Ch, yes, I did.

A. -- gone up by about a percent each year. And
that's reflective of the effect that this program has on
driving performance. Poor performance is not tolerated
in the organization, and those who do not receive an
award are given a very clear message about the
unacceptability of poor performance. So this is
evidence of this program working. The number of people
receiving zero awards has decreased each year as we have
driven out poor performance. We have less folks in that
category each year.

Q. Since the filing of your direct testimony in
this case, has FPL taken any actions or had discussions
concerning the incentive, bonus, stock awards components

of employee compensation packages in response to the
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economic downturn?

A, Not that I have participated in. I can only
answer for myself and my team. In regard to what we've
discussed since the filing of my direct testimony,
again, through continuous aggressive monitoring of what
is going on in our industry and general industry through
our multiple third-party sources, we're constantly
keeping abreast of what other companies are doing, and
there have been no discussions between myself and my
compensation staff regarding anything that would
contradict the filings that I have made in this case,
you know, that we're staying the course.

Our programs have worked as they were designed
to work, and our performance proves that, and market
competitive data that we have received demonstrates the
reasonableness of our total compensation and benefits
expense.

Q. What percentage of FPL employees receive
overtime pay?

A. One moment, please.

(Off the record briefly.)

A. I do not have anything with me that would
provide that data. I have not studied it. Clearly, the
Fair Labor Standards Act requires that any non-exempt,

non-salaried employee who works overtime be paid for it,
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so my best indication is that those are the employees
that in general are eligible and may be receiving it
when they work more than a standard workweek. 1In
addition, the union contract certainly reguires it and
has some specific requirements around premium pay.

Q. How many and what percentage of FPL employees
who earned more than $165,000 in total compensation
earned some amount of overtime?

A. One moment while I review my records.

(Off the record briefly.)

MS. CLARK: Kathryn, we think that's going to
take a little while. Could we also provide that to
you on Monday, and could we identify that as an
exhibit?

MS. COWDERY: That is fine. That would be
Depo Exhibit 4; is that right?

MS. CLARK: That's what I have. And it would
be --

MS. COWDERY: Percent of FPL employees who
earn more than $165,000 in total compensation who
earn some amount of overtime, or something very
similar. It would be how many and what percent.

MS. CLARK: I think we've got it.

(Late-filed Deposition Exhibit Number 4 was

identified for the record.)
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BY MS. COWDERY:

Q. Over the past two years, has the number of FPL
employees decreased because of the recent economic
downturn?

A. No, there is no evidence that the number of
employees has decreased. It has increased. That's
found on MFR C-35.

Q. Does FPL or FPL Group have any plans to
outsource or contract out any work currently performed
by FPL employees?

A. None that I am aware of, but I am, again, in a
role in HR that is not involved in recruiting or
staffing.

Q. Who would be the correct person to ask that
question to?

A. I have not heard any talk of outsourcing or
anything else, but I don't know where those -- those
discussions occur at the most senior leadership levels
of each business unit, I would imagine, so I would
imagine each business unit leader would be responsible
for assessing such opportunities or needs in his or her
own business unit, and that's a multiple number of
witnesses.

Q. Since the filing of your direct testimony in

this case, has FPL taken any actions or had discussions
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concerning staffing issues in response to the economic
downturn?
A. None that I'm aware of.

MS. CLARK: Kathryn, I want to object to the
form of the question. What do you mean by staffing
issues?

MS. COWDERY: I think the witness has answered
the question.

MS. CLARK: I want to preserve the objection.

THE WITNESS: 2And I do want to clarify. As
with the previous response, I am not in a position
that I would be part of discussions regarding
staffing. Those are conversations that occur with
other parties and probably involve the senior
leadership of each unit.

BY MS. COWDERY:

Q. Since the filing of your direct testimony,
have there been any discussions within FPL or FPL Group
concerning layoffs or downsizing its workforce in 2009
or 20107

A. None that I am aware of, but again, I would
have to defer to the senior leadership of the company.
I have heard nothing of that kind.

Q. A gimilar question. Does FPL or FPL Group

have any plans for decreasing the workforce in Florida?
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A. None of which I am aware.
Q. Since the filing of your direct testimony in
this case, have there been any discussions among FPL or

FPL Group concerning any reorganization within FPL or

FPL Group?
A. None of which I am aware.
Q. I have some questions regarding your rebuttal

testimony. On page 5, lines 4 through 5, you state in
response to OPC witness Brown's testimony that it is not
appropriate to analyze the various components of total
compensation separately.

However, in your direct testimony, you appear
to separately analyze various components of total
compensation in order to argue the reasonableness of
these components, for example, in Exhibit KS-2
concerning base pay and KS-5 concerning variable pay and
base pay. Could you please explain this apparent
contradiction?

A. Yes, I can. To the greatest extent possible
and wherever possible, we prefer to address and
demonstrate the reasonableness of our total compensation
and benefits expense in a little pie, if you will. To
that extent, as shown in a number of exhibits to my
direct testimony, we have attempted to provide this

evidence to the Commission on that basis, for example,
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Exhibit KS-1 to my direct testimony with the escalation
of total payroll and benefit costs against various
indices. And furthermore, another exhibit that we
talked about in depth today was Exhibit KS-4, which at
least attempted to use total compensation as a whole.

But as discussed earlier today, there are
limitations on our ability to benchmark the total pie of
compensation and benefits, and it forces us to take a
look at compensation and benefits separately for
benchmarking purposes. It is not the way that we would
choose to do it if the resources were available through
third-party survey companies, but again, we're forced to
purchase the data that we can get, and that generally
divides comp from benefits. The means that we have to
look at kind of the two halves of the pie separately,
look at benefits and determine the reasonableness of it,
and the compensation. And by ensuring that both parts
are at or below median, we can feel fairly certain that
the total compensation and benefits pie is at or below
median.

We do it as a sanity check, but again, it's
not appropriate to kind of parse the record and say,
"Let's look at one slice of the pie," because, for
example, if you were to look at only our employee

pension plan, it is extremely undervalue, if you will.
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It benchmarks very, very low. It must be looked at in
conjunction with the total benefits package for it to
have any meaning.

And similarly, with total compensation and
benefits, we feel it's inappropriate to focus solely on
variable performance-based cash compensation, as an
example, and ignore the fact that we made a strategic
decision over 10 years ago to shift our expense and our
focus from non-performance-based benefits to
performance-based variable cash compensation so as to
deliver superior results to our customers.

You know, dividing up the pie, that should be
left to the company, because we know how best to deliver
superior performance to our customers through the total

rewards philosophy and tools.

Q. Does that complete your answer?
A. Yes.
Q. On that same page, on lines 8 through 10, you

state that the strategic emphasis on variable pay rather
than fixed salary costs lowers the company's exposure to
steadily increasing salary and fringe benefits costs and
adds flexibility in recognizing performance.

My question is, how does emphasis on variable
pay rather than fixed salary costs lower the company's

exposure to steadily increasing salary and fringe
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benefit costs when your MFRs and exhibits show that
salaries and fringe benefit costs increase every year on
average?

A. There are a number of reasons. One of the
reasons 1s that retirement benefits are traditionally,
and in the case of FPL, based on calculations that are a
percentage of base pay. So if you do not strive to kind
of control your increases year over year, you have a
corresponding increase in the expense related to 401 (k)
plans and pension plans. And as demonstrated in one of
the exhibits to my direct testimony -- I believe it's
KS-5 -- FPL has endeavored over the course of the last
several years to stay below market in base salary
increases.

In addition, one of the biggest burdens that
many utilities have is the expense that's hoisted upon
it under the FAS rules, Fair Accounting Standards rules,
related to FAS 87, expense of the traditional pension
plans, and FAS 106, expense related to post-retirement
medical and life insurance plans.

And by eliminating post-retirement medical for
new hires, we avoided a tremendous amount of cost
associated with that. And by shifting from a
traditional final average pay plan for our pension plan,

which has very expensive FAS 87 costs associated with
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it, to a much leaner cash balance style plan, we avoided
a tremendous amount of expense there as well. So that
is how the cost avoidance and steadily escalating cost
avoidance works.

Although our pension cost is indeed going up,
the impact is much, much less than if we had not had the
foresight over ten years ago to make the strategic
changes we made. And we see in other companies how
burdened they are right now, particularly in light of
the 2008 economic impact on their assets.

Accordingly, we are very proud of the
decisions we made over ten years ago, which have reduced
our pension costs compared to others, our
post-retirement benefits costs compared to others, and
much more importantly perhaps, by shifting that focus
and that expense into performance-based pay programs
over the same period, we've been able to demonstrate a
culture of continuous improvement and superior
performance delivered to our customers. We're very
proud of how smart we were and how well it has worked,

and the results prove it.

Q. Does that complete your answer?
A. Yes.
Q. Thank you. On page 6, lines 3 and 4 of your

rebuttal, you state that the staffing-level forecasts
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are management's reasonable estimates of what is
required to do the work based on optimal staffng levels.
You then go on to explain the many real-life factors
which have resulted in the hiring process lagging behind
expectations. Given this recognition that optimal
staffing levels will not be met, why has FPL not lowered
its projections of 11,111 employees in 2010 and 11,159
employees in 20117

A. First of all, I'm confused by your question,
because FPL has not acknowledged that optimal staffing
levels will never be met. Rather, we've acknowledged
that sometimes we're challenged to find the right talent
in the marketplace.

There is turnover that is constantly being
backfilled in this company, but no matter what, we still
have to get the job done. The work still has to be
performed, and what ends up happening is that the
employees in departments and business units where the
vacancies are being filled have to pick up the slack,
working overtime, which we have to pay for.

In addition, this burden on the workforce can
hamper productivity, since employees are sometimes
dealing with less than optimal work-life balance issues
while we're attempting to fill the vacancies. 1In

addition, in some business units, in order to get the
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work done so we can deliver on our promises to
customers, we're forced to use temporary help or
temporary contractor labor while we're trying to fill
the vacancies.

Q. Okay. Thank you. I'm just reviewing your
testimony to make sure I understood what you stated. If
you'll give me just one second here.

When you state on lines 11 and 12 that certain
factors have historically resulted in the hiring process
lagging slightly behind expectations, are you stating
that -- what are you stating? Would you please explain
that statement?

A. There are a number of factors that would
impact the speed at which we can fill a vacancy.

Q. But those vacancies would still be filled? Is
that what you're saying?

A. Yes. As the sentence states, it's lagging.
We're trying to fill it, and it's lagging.

The most important factor is the unique skills
and experience required for the majority of our jobs.
You know, we use the example of our Nuclear Division
quite frequently in this regard, but there are also
unique skills and experience required in all of our line
functions, including power generation, transmission,

substation, and distribution. So when you have a
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situation where you're looking for a unique skill set
and experience level, and it's in an industry with an
aging workforce, as demonstrated in my direct testimony,
you have a situation where supply and demand are
sometimes working against you, and that's why it can
take longer to fill a vacancy.

In addition, there are certain geographic
issues that we contend with. For example, it is
sometimes difficult to convince nuclear industry workers
to go to work at our Turkey Point location in Homestead.

And often the housing market, when we're
hiring from around the nation, the housing market in
their home state and the area that we're asking them to
move to plays a role in the decision on whether or not
to take the job.

So there are a number of factors, and these
are just a few examples of them.

Q. So when you're talking again about the hiring
process lagging slightly behind expectations, does that
lag result in positions not being filled during the year
for which those projections were made? Is it that long
of a lag?

A. I do not know. I cannot say for sure, since
these vacancies and recruiting processes are occurring

across all business units in a very large company. I do
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not work in the staffing function, so I'm sure I
wouldn't have insight into how long it takes to fill a
vacancy 1in any particular unit.

Q. Okay. On page 7, on lines 3 to 4, you say
that market conditions and workforce demographic
factors, as you were discussing, have caused the company
to fall slightly short of its staffing goals. What do
you mean when you say that it falls slightly short of
its staffing goals?

A. Just as I described before, that we expect to
have the optimal staffing level in our organization, but
because of, you know, the turnover and the unigque nature
of our jobs, it sometimes lags, and at any given point
in time we may be slightly short of our goal. But the
work still has to be done, and so we end up either using
overtime, contractors, or temporary labor to fill the
holes.

Q. Well, if your staffing goals are not met,
wouldn't this lower the projected number of employees
for 2009, 2010, and 1011 from what is currently
projected?

A. It could, but that would not lower our costs,
because as I stated already, our budgets are based on
what it takes to get the work done to deliver on our

commitments to our customers, and that work still has to
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get done.

Q. On page 8, lines 9 through 11, you state that
FPL's business unit leaders have developed reliable
methods to determine the work hours they need to
continue reliable performance for customers. Do you
know what those reliable methods for determining work
hours are?

A. No, because every business unit is different.

Q. On page 9, line 13, you refer to the market
being stressed by skills shortages. In the current
economy with a high unemployment rate, do you still
maintain that FPL faces a skills shortage?

A. Yes, I do, because unfortunately, FPL cannot
utilize laid-off workers from other industries for the
majority, the overwhelming majority of its jobs. We
need utility industry workers with the proper skill sets
and experience to fill our jobs. And as discussed in my
direct testimony, there is a shortage of skilled workers
in our industry that has been well documented. There
are numerous articles and publications quoted in my
direct testimony on that shortage, and that situation
has not changed in our industry in spite of the economic
downturn.

Q. Are you aware of any electric employees which

have been laid off in the Southeast?
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A. Yes, there have been some employees within the
industry laid off, but -- and I'm not a staffing or
recruiting specialist for our company, but I, for
example, know that none of them were nuclear division
workers. And I'm fairly certain that when there have
been reductions in force, it has probably been in areas
where those are no longer in demand. I can't say for
sure that we haven't picked up any of that talent. We
may have.

But it does not fundamentally change the
supply and demand equation in our industry, and it does
not change our staffing model and what we need to pay to
be competitive to attract, retain, and motivate our
workers.

Q. But you do not have specific knowledge
concerning actual staffing at FPL?

MS. CLARK: Let me object to the question and

ask you to be more specific.
BY MS. COWDERY:

Q. Ms. Slattery, do you have -- is it correct,
Ms. Slattery, that your position does not include having
specific knowledge concerning hiring procedures and
staffing requirements for FPL business units?

A. Yes, that is correct.

Q. On page 10 of your rebuttal, lines 14 through
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17, you state that where FPL's management and employees
succeed in increasing fuel efficiency, bringing capital
projects in at or under budget, improving productivity,
or otherwise controlling costs, the company's customers
directly benefit. Could you tell me how these actions
directly benefit FPL's customers?

A. I believe that the sentence fairly well speaks
for itself and that it's obvious how these would benefit
customers. They benefit customers by lowering rates in
the long run and through, you know, prudent investment
in our infrastructure and in fuel efficiency. And by
increasing productivity and improving efficiency, we
will directly benefit our customers and lower their
rates, while delivering superior service.

MS. COWDERY: If you will give us one minute
here, we're slashing through some of these
questions because we've had them covered, so let us
continue to look here.

(Off the record briefly.)

MS. COWDERY: We have no more questions.

Thank you very much, Ms. Slattery.

THE WITNESS: Thank you.

MR. KAUFMAN: Susan, do you want me to go
next? Charlie, do you want to go next, or Schef?

MR. BECK: Vicki, if you could go next, that
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would be great. I wonder if we need to take a

break.

MS. CLARK: Charlie, that sounds like a good

idea. Should we come back at 25 till?

MR. BECK: That sounds good.

MS. COWDERY: A 10-minute break sounds good,

so we will go off the record.

(Short recess.)

CROSS-EXAMINATION
BY MR. KAUFMAN:

Q. Good afternoon, Ms. Slattery. We've had a
long day so far. I'm Vicki Kaufman, and I represent the
Florida Industrial Power Users Group in this case. I
won't go over with you all the conventions that
Ms. Cowdery already did, but, of course, if you can't
hear me or understand what I'm saying at any time,
please let me know.

I really only have a few questions for you
after Ms. Cowdery's questions this morning and this
afternoon. Hopefully, it won't take too long. And most
of them are clarifications to some of the things you
told her.

But before that, would you take a look at your
rebuttal testimony at page 2, beginning at line 13?2 If

you would let me know when you get there?
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A. Yes, I'm there.

Q. And in that paragraph beginning on line 13,
you say that the only witness that takes issue with any
aspect of FPL's compensation and benefits plan is OPC
witness Brown, and you go on to discuss Ms. Brown's
testimony.

You don't mean to imply there, do you, that
the other intervenors agree with the compensation and
benefits package that FPL has put forth in this case?

A. I don't know. I'm not aware of any specific
testimony from any intervenor other than OPC witness
Brown that did take issue with it.

Q. Have you reviewed the -- well, I guess the
Prehearing Order has not come out yet. So you're not
aware of the positions of the other intervenors on these
issues?

A. No, not yet.

Q. Ms. Cowdery toward the end of her questioning
was talking to you about the long-term incentives, and I
believe that you said that all salaried employees are
eligible for long-term incentives; is that right?

A. It is true that any salaried employee is
eligible to receive a long-term incentive award. But as

I said earlier, a very small percentage of them actually

do.
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Q. And that's where I was going. I think you
told us that, for example -- you said in 2009, 2008, and
2007, less than -- between 600 and 700 employees
received long-term incentives; is that right?

A. That's correct.

Q. And that is out of how many employees?

A. That is out of staffing levels -- (inaudible).

Q. Can you speak up a little bit?

MS. CLARK: She is looking for a document.

That's why her voice is fading. Just give us a

second, Vicki.

MS. COWDERY: Yes. Our court reporter could
not catch that.

A. Okay. The exempt staffing level -- and this
is from OPC's Second Set of Interrogatories,
Interrogatory Number 115. The number of salaried
employees on average in the company is -- for 2009 is
4,819. For 2008, it's 4,641.

Q. Could you just go a little slower if you
wouldn't mind?

A. Oh, I'm sorry. I'll repeat myself. For 2009,
the average exempt staffing level is 4,819; for 2008, it
is 4,641; and for 2007, it was 4,526.

Q. You talked at some length at various times in

this deposition about what FPL terms its total rewards
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package, and I understand the company's position to be
that it's inappropriate to look at the individual
components of the package, is that right, that you
prefer that the Commission simply look at the total of
the compensation and benefits package?

A. I would more accurately reflect my position as
it cannot be properly evaluated by looking at the
individual components without looking at the total
compensation and benefits expense, because of the
philosophy that I described in a number of answers to
questions today.

Q. Let me just use an example, if I could, or a
hypothetical. To the extent that an executive benefits
and compensation package is composed of a salary -- I
think you called it base salary, stock options,
incentive compensation based on performance, medical
benefits, you are not saying that it is inappropriate
for the Commission to look at those individual
components, are you?

A. No, I'm not saying it's inappropriate to look
at them. I'm saying they can only be properly evaluated
When you consider the overarching philosophy that FPL
has regarding total compensation and benefits. Going
back to the important strategy that we developed over 10

years ago, which is to reduce the expense of our
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benefits program and to reduce the focus on our benefits
program in favor of increased focus on variable
performance-based pay to drive the performance of this
company and deliver results to customers. By ignoring
that change and the under value benefits package, you
ignore an important component of our total rewards
philosophy.

Q. I appreciate that. I think that your position
is clear. And I guess what I'm trying to ask you is,
certainly the Commission -- let me restate that.
Certainly it's not your position that the Commission is
precluded, for example, from reviewing the
reasonableness of, say, the executive incentive
compensation on a stand-alone basis?

A. Certainly the Commission can look at this or
any other component or issue that it wants to, but I'm
suggesting that the total value delivered to the
employee and the total value to the company should be
analyzed on a total compensation and benefits basis.

Q. You had some discussion, I think it was this
morning, with Ms. Cowdery about executives that are
making more than $165,000. Do you recall that?

A. Yes, but I would not characterize them all as
executives. For point of clarification, that list is

comprised of some executives or officers and some
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non-officers, but it was a list of 463 employees in
total.

Q. Do you use the term "executives" and
"officers" interchangeably? Is that the same thing?

A. Yes, I do.

Q. Okay. And I think you told Ms. Cowdery that
for 2008, out of the 463 employees earning more than
165,000, 44 of them were executives. And you use that
to mean officers as well; correct?

A. That is correct.

Q. Now, you had a lot of discussion with
Ms. Cowdery about your references in your testimony to
compensation being linked to attainment of corporate
goals, and that's what I want to try and understand.
First of all, is it correct that as to these 44
officers, of all the employees of FPL, these are the
only employees for whom any part of compensation is
linked to the performance of FPL Group?

A. Yes, to my knowledge, that is correct.

Q. Now, of those 44 employees, I think
Ms. Cowdery asked you if there was a way to provide
information as to what portion or percentage of their
compensation related to FPL Group and what percentage
related to FPL, the regulated utility; correct?

A. Yes. And to be clear, when we talk about
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compensation, I'm referencing annual incentive
compensation.

Q. Well, for clarity, I'm referencing the total
compensation package, or the total rewards, as you call
it.

A, And could you please repeat the question?

Q. Yes. I believe that Ms. Cowdery asked you as
to these 44 executives that have some portion of their
compensation dependent on the performance of FPL Group,
that you could not segregate what percentage of their
compensation that was. For example, you couldn't say it
was 10 percent, 75 percent. You just don't know; is
that right?

A, That's correct, because there is, first of
all, an assessment of performance that takes into
consideration the individual performance of the officer
in delivering results, and if it's a business unit
leader, the performance of his or her business unit
within the company. And those are important components
of assessing that individual's performance and
determining an appropriate annual incentive award. So
in the first place, it's difficult to kind of
compartmentalize corporate performance as a separate and
stand-alone issue and calculate that percentage.

And then, as I mentioned earlier today, the
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performance of FPL Group from an operating perspective
is taken into consideration, but it's not strictly
formulaic or prescribed. And then in addition, we must
take into account the fact that for our FPL Group
officers, a portion of their pay, including a portion of
their annual incentive award, is charged out of the
utility or allocated back to FPL Group affiliates, which
means that a portion of their pay is borne by other
companies to begin with.

So all of these factors together make it
extremely difficult or impossible for me to WAG a number
that's a percentage.

Q. Now, the 44 employees who some part of their
compensation depends on FPL Group, when their incentive
compensation is looked it, is part of the amount
attributable to the earnings per share of FPL Group? In
other words, if the stock price of the parent rises,
does that impact their compensation?

A. That is not true for the 44 officers in
question. But for the top 13 officers of the company to
whom the financial matrix disclosed in our annual proxy
statement applies, the growth in earnings per share is
one factor we consider in the assessment of overall

performance of the company.

Q. Okay. So the earnings per share of the parent
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company has bearing only on the top 13 executives?

A, That is correct.

Q. Well, for the remaining 39 -- no, my math is
not correct. Thirteen from 44. For the remaining
executives for whom earnings per share is not part of
their review, what goals related to FPL Group are
considered in evaluating their compensation?

A. Those goals will vary by officer, but are
again tied to individual performance, business unit
performance if it's an officer who --

Q. Hold on. I can't hear you.

A. I'1]l repeat myself. For the remaining
officers, individual performance and leadership

behaviors, and the performance of --

Q. As it pertains to FPL Group?
A. No. I'm sorry. And the performance of his or
her Florida Power & Light business unit. Those are the

important components of the performance assessment.

But as far as the corporate level performance
indicators, they are disclosed in our annual proxy
statement, and I've enumerated them before.

Q. I appreciate that. It's just been a long day.

The 31 --

THE REPORTER: I'm sorry. Ms. Slattery, is

there any way you could move closer to the phone?
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I'm really struggling here.
THE WITNESS: I'm sorry. I'll talk louder.
Could you please repeat the question that
we're on?
BY MR. KAUFMAN:

Q. Yes, I'll try. The 31 top executives which
exclude the top 13, if I did my math correctly, a
portion of their performance is dependent on the
corporate goals -- a portion of their compensation,
excuse me, is dependent upon the corporate goals of FPL
Group; correct?

A. That's one factor that's considered, but it's
not formulaic, and your question kind of insinuates that
it is. So I just want to say that it is a factor that
is considered in the assessment of performance in the
totality, which, as I keep stressing, is largely based
on individual and FPL business unit performance too.

The corporate goals are assessed for Florida Power &
Light Company, for Florida Power & Light Company
specific officers, and then Group performance is
considered for Florida Power & Light Company officers as
kind of a component of overall corporate performance.
For our Group officers, the weighting is 50-50
as far as the performance of FPL and other subsidiaries.

But as I mentioned before, a portion of their bonus is
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also allocated out and charged to the affiliates, as one
would expect. But all of this is determined in the
totality. You know, it's not purely formulaic. We
can't just say that because the operating performance of
Florida Power & Light Company is strong that an
executive who personally misses targets on projects or
whose leadership behaviors are not what we desire is
going to receive an award that's exactly equal to some
measure of what we consider Florida Power & Light
Company's performance to be. It's assessed at the
leadership level based on all these factors.

Q. You just mentioned a 50-50. Can you explain
what you were referring to, 50-50 split?

A. I'm not sure. Could you please be more
specific with the question?

Q. Well, I thought when I just asked you the
question about what portion of FPL Group's goals related
to the compensation of these 31 employees, I thought
that I heard you say that there was some kind of a 50-50
look. Did I mishear you? Or maybe you can explain to
me what you meant.

A. For the employees of FPL Group, which are just
a handful of our officers -- there are no other

employees of FPL Group.

Q. That's the top 13 we talked about; right?
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A. No, it's not. It's probably -- I think there
may be 12 total, 12 Group employees. The operating
performance for Florida Power & Light Company and other
affiliates of FPL Group are all considered in
determining the appropriate corporate performance
assessment to factor into the individual officer's
annual incentive review. Again, individual performance
is extremely important in determining the total award.

Q. And just so I'm clear, the other either 31 or
32 executives whose performance is tied, at least in
some way or partially to FPL Group's goals, you can't
really articulate with any specificity how that
evaluation is made? It's not formulaic, I understand,
but is it sort of a global look?

A. I think I've answered this question. Let me
try again.

Q. And I appreciate that you have. I'm just
trying to understand the relationship between folks
whose compensation is partly related to the goals of FPL
Group, and I keep hearing you talk about FPL, the
regulated utility, and that's the interplay that I'm
trying to understand.

A. For our Florida Power & Light Company
officers, when senior leadership reviews the performance

of each officer and determines an appropriate award, the
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corporate performance that is considered is heavily
weighted towards Florida Power & Light Company, but the
performance of FPL Group from a financial and operating
perspective, which doesn't take into consideration,
therefore, the contributions to that performance of all
affiliates, is considered. It is a very small part of
the consideration, and overwhelming, Florida Power &
Light Company's operating performance, which is very
customer driven, is the overwhelming determinate and
starting point for determining an appropriate award.

There is marked variability in individual
officer's awards based on their individual contributions
to the success of Florida Power & Light Company and the
success of their business unit that year, and I've seen
very significant upside and downside adjustments based
on that individual's performance, so I cannot come up
with a clear definition of 5 percent of their award may
be based on FPL Group or anything along those lines.

It is important to note that the utility
customers benefit by the assembly of a team of talented
executives that are all accessing the enterprise,
including the technology that we benefit from in the
utility from certain affiliates' expertise in solar and

wind energy, to the extent that we follow the FERC rules

of conduct.
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Q. Do you know how many affiliated companies FPL

Group --
MS. CLARK: Vicki, this is Susan. She wasn't
quite finighed.
MR. KAUFMAN: I'm sorry. I thought that you
were done. I apologize.
MS. CLARK: It's getting late, so her voice

tends to trail off. We'll try to do better.

BY MR. KAUFMAN:

Q. Go ahead, Ms. Slattery, if you weren't
finished.
A. I was just saying that there are tangible

benefits to our customers from the team philosophy and
approach we take, and in addition, it incents the proper
leadership behaviors and team philosophy that we want in

our company's culture. 2And I'm finished.

Q. What was the last thing you said?

A. I'm finished. Sorry. My voice is really
weakening.

Q. Yes, I can understand that.

Do you know how many affiliated companies are
under the FPL Group umbrella?
A. No, I do not know that.
Q. Are you familiar with the Commission's

decision in the Tampa Electric case on this question of
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incentive compensation related to the parent
corporation?
MS. CLARK: Vicki, I'm going to object to the
form of the question.
MR. KAUFMAN: You can answer, Ms. Slattery.
MS. CLARK: Could you be more specific?
BY MR. KAUFMAN:
Q. Well, you're aware that Tampa Electric
recently had a rate case, are you not?
A. Yeg, I am.
Q. And are you aware that one of the issues in
that case related to executive compensation, related to

compensation based on the performance of the parent

company?
A. Yes, I am.
Q. And are you aware of the Commission's decision

on that issue?

A, Yes, I am.

Q. And they -- well, why don't you tell us what
your understanding of that decision was, in layman's
terms?

A. I believe that I only know a part of the
story, because I'm not aware of the Commission
determining the reasonableness or prudence of the

compensation and benefits expense or the level of pay
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that Tampa Electric was delivering to its executives in
their effort to retain and motivate their workforce. I
am only aware that a small amount of compensation was
disallowed, and it had something to do with their
executives' incentive compensation pay.

Q. Well, since you, I guess, have been unable to
tell us what the -- I'll just call it a split for lack
of a better word, understanding that it's not a
formulaic approach -- of these 44 employees relate to
the performance of FPL Group, if the Commission were to
make a disallowance, how would you figure that out?

A, It wouldn't be appropriate to figure it out,
because it doesn't change the fact that our program is
reasonable and prudent and a necessary expense in
delivering the goals to our customers.

Q. I understand that's your position. I want you
to assume that the Commission decides as to that portion
of the 44 employees' salaries and compensation that
relates to FPL Group, we're going to disallow that, we
don't think retail ratepayers should bear that cost, how
would you determine what should be disallowed?

A. I don't know how I would determine that.

MR. KAUFMAN: Okay. I'm just flipping
through.

Thanks Ms. Slattery. That's all I have.
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MR. BECK: Susan, this is Charlie. I'm going
to ask if Schef could go first before me.

MS. CLARK: Well, Charlie, you know, I'm okay
with that as long as Schef doesn't take more than
15 minutes.

MR. BECK: Well, let's see where it goes.

MS. CLARK: I mean, we've been at this a long
time. I actually don't have confirmation about an
agreement that if it's not noted, that people would
be allowed to ask questions. I'm okay with 15
minutes.

CROSS-EXAMINATION
BY MR. WRIGHT:

Q. Okay. Here we go. Good afternoon, Kathleen.
We've known each other for about 20 years, I think.
It's nice to talk with you again.

A. It's nice to talk to you too, Schef.

MS. CLARK: Schef, will you go ahead and
identify yourself and who you're with? You may
have done that at the beginning, but --

MR. WRIGHT: I did, but I certainly will. I'm
Robert Scheffel Wright. I'm a partner in the law
firm of Young van Assenderp in Tallahassee, and in
this proceeding, I represent the Florida Retail

Federation, on whose behalf I will be asking
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Ms. Slattery some questions.

MS. CLARK: Thank you.

BY MR. WRIGHT:

Q. Okay. I'm going to follow on some questions
that Ms. Cowdery asked you this morning and also some
questions that Ms. Kaufman was just asking you about.

This morning in responding to some questions

by Ms. Cowdery, I believe you listed several factors,
customer service, reliability, and customer
satisfaction, and that these factors are taken into
consideration in determining incentive compensation. Is
that approximately correct as far as it goes?

A. Yes, I believe so.

Q. Are there any other factors along those lines
specifically relating to customer service, reliability,
customer satisfaction, and the like, besides those that
would be included there?

MS. CLARK: Schef, this is Susan. Could I
just object to the question? Can we get more
specific as to what you are referring to? I mean,
is this is response to -- 1is this a follow-on to
the questions on her testimony? I recall some
lines of testimony that she referred Kathleen to.

MR. WRIGHT: Susan, what my notes indicate is

that at about 9:34 a.m., Ms. Kathryn Cowdery asked
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her about what factors are taken into consideration

in determining the annual incentive compensation.

And I can remove the predicate of Kathryn's

questioning and just ask this question.
BY MR. WRIGHT:

Q. Are factors such as customer services,
reliability, and customer satisfaction taken into
account in determining what I believe you called annual
incentive compensation?

A. Yes, and I can assure you that customer
service focused goals are demonstrated throughout our
business units' annual objectives that are set in
advance of each year and in our individual employees'
objectivs. We are encouraged to have customer focused
performance metrics at all levels of the organization.

Q. Can you give some examples of exactly what
those metrics are?

A. Yes, I can. The customer service business has
a significant number of customer focused operating
objectives that I have seen shared with me by that
business unit. And it, of course, trickles down to
every employee in that business unit.

This is obviously an easy example, but I would
also argue that beyond the obvious example of customer

satisfaction as demonstrated through surveys and other
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customer service specific metrics that, in essence, the
overwhelming majority of all of our performance
objectives at an individual, business unit, and
corporate level are focused on the customer, because
they're all about increasing efficiency, improving
productivity, to ensure that we have the lowest rates
possible. And obviously, we have proven that we have
succeeded in that regard, since we have the lowest rates
in the state.

Q. Following directly on that, is it an FPL or
FPL Group corporate goal to provide safe, adequate, and
reliable service at the lowest possible cost that would
cover prudent costs and provide sufficient return to
attract the necessary capital?

A. I don't understand. I mean, that all sounded
good, but I think I would have to break it down. And
furthermore, I wouldn't want to have to kind of put
words into my senior leadership's mouth as specific as
that. I know that I have evidence and can demonstrate
that safety and environmental considerations are taken
into account when setting our individual, business unit,
and corporate objectives.

But there was a whole lot going on in that
question, so if you could please rephrase it or break it

down for me, that might be helpful.
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Q. Let me ask a very direct question. Other
things equal, if FPL's management were to lower customer
rates, would their compensation, their incentive
compensation increase?

MS. CLARK: I'm going to object to that
question.

MR. WRIGHT: Are you instructing her not to
answer it?

MS. CLARK: No, I'm not. She's going to
answer it.

A. I'm going to answer it. ©No. There is no
specific performance goal of which I'm aware that ties
executive compensation to lowering of rates. However, I
am aware of numerous performance goals that incent our
executives to make prudent investments to benefit our
customers in the long term by investing prudently in our
infrastructure so that we can provide them with fuel
efficient, very efficient, environmentally effective or
less impactful, reliable and safe service over the long
haul at low, affordable rates.

Q. I'm going to ask a similar question. Other
things being equal, do higher FLP profits or higher FPL
Group profits generally produce higher compensation for
FPL executives?

MS. CLARK: And I'll object to the question.
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A. I actually didn't hear all of that. Could you
please repeat it?

Q. Sure. Other things being equal, if FPL, the
utility company, and/or FPL Group, were to realize
higher profits, would that result in higher incentive
compensation to FPL's executives?

A. There is not a direct relationship between
higher profits equaling higher incentives. However, net
income is one of the financial objectives of Florida
Power & Light Company, but that is to drive efficiency
and productivity in the organization, not simply to
increase profits. And --

Q. Is there a specific net income goal from year
to year? I'm not asking you what it is.

MS. CLARK: Schef, she didn't finish her
answer.
MR. WRIGHT: I am sorry. I thought she had.

A. That's okay. I can answer both your new
question and continue. There is a specific net income
goal each year. It is a very small percentage of the
total basket of performance indicators, as I call it.

It is not weighted very heavily. It is one goal among a
number of them regarding providing dependable, safe,
reliable service to our customers.

Q. You just said it's not weighted heavily. It
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does have a percentage weight attached to it?

A. I am not aware of what the current weighting
is. I do believe that last year it may have been about
10 percent of what we considered at the corporate level,
at the most.

Q. Okay. And just to make sure I understood your
previous answer, am I correct that there's not a
specific percentage weighting attached to lower rates in
that basket?

A, Again, rates are not something that's
specifically tied to our annual incentive plan.

Q. Thank you. 1In response to a previous question
about customer service and reliability, you referred to
assessing customer satisfaction through surveys. What
sort of surveys do you rely on for that purpose?

A. FPL witness Marlene Santos would have more
information than I, but it's my understanding that a
J.D. Power and Associates survey of customers is
utilized to ascertain customer satisfaction scores from
a residential perspective and a business perspective.

Q. Thank you.

A, That i1s subject to check. That's just my
understanding. Marlene Santos would know more than I.

Q. Thank you. We had a lot of talk over the last

couple of days and again today about FPL employees who

ACCURATE STENOTYPE REPORTERS, INC.
080677 Hearing Exhibit - 00002168




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

150

make total compensation of $165,000 a year. I think I
just have a couple of questions about that. Are these
folks mostly folks who would have job titles like
manager, director, or assistant director?

MS. CLARK: Schef, I believe at this point, I
would prefer her not to answer that, because it may
venture into information we consider confidential.

BY MR. WRIGHT:

Q. Okay. I have a similar gquestion. I'm trying
to understand how the $165,000 a year might compare to
somebody else in the general economy who had a different
compensation package. As a reasonable approximation, if
someone had a base salary, including a bonus, if there
was one, of something like 125 or $130,000 a year, when
you added on health insurance, retirement contribution,
et cetera, would that work out to something in the range
of $165,000 a year?

MS. CLARK: Schef, would you ask that again?
I'm sorry. It is kind of late, and I --

BY MR. WRIGHT:

Q. I'm just trying to get a frame of reference
relative to other folks. FPL has a somewhat complex
compensation system with, you know, this incentive award
and that incentive award, long-term incentive award, and

so on, and I'm just trying to put the $165,000 into a
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frame reference for a total compensation, where if
somebody makes something like 125 or $130,000 a year,
would that equate out when you added on health
insurance, a retirement contribution, dental insurance,
and other benefits, would that come pretty close to
$165,000 a year?

MS. CLARK: Schef, give us just a minute.

(Off the record briefly.)

A. Regarding the question, first of all, I want
to make it clear that when we talk about the list of
individuals or the number or percentage of individuals
in the range of $165,000 and above, we were talking
about total compensation, not just people whose base
salaries are in that range. That was the total --

Q. I understand that, and that's why I was trying
to figure how that total compensation package would
relate to somebody who worked in a managerial position
at Target or something like that, just relative to a
bage salary?

A. Well, first of all, I would object to
comparing the manager of a Target store to somebody who
has advanced degrees in nuclear engineering and special
licensing and 20 years of experience in an industry with
a shortage of labor. So you can't compare an apple to

an orange. That I want to say right off the bat.
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And if you're interested in me speculating on
what benefits costs add to the compensation package, I
would prefer to rely on the data that we've provided on
MFR C-35, showing the approximate cost of fringe
benefits when you add them to compensation.

Q. Would it be reasonable to believe that a total
benefit adder of something like 20 or 25 percent against
base salary would be a reasonable number for folks in
that salary range, 100 to $150,000 a year?

A. No, I definitely can't speculate on that.
Rather, instead, I just looked at the average per
employee costs, and they seem to be much lower than 25
percent, I believe. I don't want to speculate. I don't
want to speculate.

Q. Okay. When you compare your officers' total
compensation packages, to whom or to what groups do you
compare them?

A. The officers' compensation is benchmarked
using a survey that has data from a number of comparably
sized utilities in our industry with similar business
models and complexity. There's a list of companies that
we use to benchmark officer data that we publish in our
proxy each year, and I can run down the list for you.

But in addition to that, we do find it

necessary to look at some general industry comparators
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for officer data, because we do not simply recruit from
or lose talent to utilities, particularly in our staff
groups. So there's also general industry companies that
we compare ourselves to, and it too is described in our
proxy statement?

MS. CLARK: Schef, could you just wait a

minute. I have to take a break. I just need a

minute.

MR. WRIGHT: That's okay.
(Short recess.)
BY MR. WRIGHT:

Q. You just mentioned a proxy statement. I have
a very basic question. Will you agree that a company
proxy statement, whether for FPL or any other company
that files one, what I understand to be Securities and
Exchange Commission Form 14-A, is a reliable source of
information for top management compensation?

A. Yes, it is a reliable source of information,
but I would add that it is a report to shareholders
that's governed by SEC rules, which are very specific as
to how to compile compensation and benefits costs. And
I just -- you know, it's one view of pay, and it is a
reliable view under the rules under which it's compiled.

Q. Okay. You mentioned that you do compare to

two others. Do you compare your officers' compensation
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to the compensation of the top five officers of any of
your customers?

MS. CLARK: Schef, I'm going to object to the
question. You need to be more specific about
customers.

BY MR. WRIGHT:

Q. Well, do you compare it to, say, Winn Dixie?

A. Well, I would say that, first of all, we do
have a list of comparator companies that, as I said, is
published in the proxy, but I am not aware which ones of
them may be customers of us. I don't know, so I can't
answer the question.

But furthermore, again, I would say that it's
not appropriate to compare the compensation of employees
in disparate positions and disparate industries and
disparate sized companies of different complexities. So
again, I would never compare an apple to an orange.

Q. When you make your comparisons of officers'
salaries, do you make comparisons on the basis of
revenues, say, for FPL versus a comparison group of
companies' total revenues?

A. When we select our comparative group of
companies, revenues is one of several factors we take
into consideration when determining appropriate

comparators, yes.
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Q. What about total number of employees?
MS. CLARK: Chef, this is Susan. You're kind
of over the 15 minutes.
MR. WRIGHT: Well, let me ask a few more, and
then I will -- just a few more.
MS. CLARK: Thank you.
MR. WRIGHT: You're welcome.
BY MR. WRIGHT:

Q. How much of Mr. Hayes' total compensation is
allocated to customers of Florida Power & Light Company
in the revenue requirement that FPL 1s seeking in this
case?

A. One moment and I can check that.

Q. Thank you.

A, Approximately 70 percent.

Q. Thank you. Would I be correct that
100 percent of the Mr. Olivera's total compensation is
allocated to customers of FP&L Company?

A. Yes.

Q. Are you familiar with the Fortune listing of

the 100 best places to work in the country?

A. I have a passing familiarity with it, vyes.

Q. Do you know whether FPL is on that list?

A. No, I don't know.

Q. Are you familiar with Florida Trend magazine's
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rating or listing of the best places to work in Florida?

A. No, I am not.

Q. Would that be something that you would think
that you would be aware of in your position with
responsibilities for designing compensation and
retention pay?

A. No, because I rely on compensation and
benefits specific comparators, and frequently these
lists of best places to work have a number of other
factors involved.

MR. WRIGHT: Okay. And with that, I am going
to stop.

MS. CLARK: Charlie?

MR. BECK: Yes. Should I go on, or do you
want a break?

MS. CLARK: Kathleen has said she would like a
quick break.

MR. BECK: How long would you like?

MS. COWDERY: Ten-minute break, come back at

25 of 4:00.

MR. BECK: Great.

MS. COWDERY: All right. We're off the
record.

(Short recess.)

CROSS-EXAMINATION
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BY MR. BECK:

Q. Ms. Slattery, I know it has been a long day
for you, and I appreciate it. My name is Charlie Beck.
I'm with the Office of Public Council.

Ms. Slattery, I would like to start off with
the proxy statement dated April 3, 2009. Do you have
that available?

A. Yes, I do.

Q. Thank you. I have a Bates stamp number for
the page I'm at. It's FPL 0967547

MS. CLARK: We don't have the Bates stamp,

Charlie. Can you sort of tell us what page it is

of the proxy statement?

MR. BECK: It's 12 on the copy I have.

MS. CLARK: And tell us what's on it, maybe.

MR. BECK: It's an amendment to the long-term

incentive plan, and it's a list of the performance

measures that was being put before the shareholder
meeting in May.
BY MR. BECK:

Q. The place I'm talking about, Ms. Slattery,
applies to the 13 members that you mentioned in your
rebuttal testimony on page 12; is that right?

A. Yes.

Q. And was this plan passed by the shareholders
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at the shareholder meeting on May 22nd of this year?

A. Yes, but I would like to clarify.

Q. Okay.

A. The long-term incentive plan is taken to
shareholders for reapproval every five years, for
reasons similar to what I described earlier today, for
having an annual incentive plan for our top 13 officers,
and that is that Section 162 (m) of the Internal Revenue
Code provides certain limitations on the deductibility
of compensation expense to the company if we do not
satisfy certain requirements under that section of the
code related to qualifying compensation as
performance-based under the definitions in that section
of the code.

One of the requirements is that compensation
be granted under a shareholder-approved plan. And then
in simplified terms, other requirements of Section
162 (m) are that there be certain performance goals
related to payment of awards that cannot be subject to
discretion on the part of the compensation committee.

So the page that you're looking at in the
annual proxy statement is the page of the long-term
incentive plan that we took to shareholders for a vote,
as we do every five years, that enumerates a list of

what the potential performance measures can be under the
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plan. It is more of a illustrative list than one that
is actually used.

And furthermore, to be clear, unlike the
annual incentive plan that we take to shareholders,
which pertains to the top 13 officers only, the
long-term incentive plan is one under which all equity
compensation is granted to all participants who receive
it, because of SEC rules requiring that equity
compensation be granted under an S-8 registration
statement, and you need a plan to do that. So there's a
lot of technical complexity involved in this particular
document and in this particular inclusion in the proxy
statement adopted by shareholders.

Q. And the performance objectives that are

listed, are there about 29?

A. Yes.

Q. That are possible for the performance plan?
A. Yes.

Q. Now, were all of those used to determine --

let me reword it. Are all of those being used to
determine the long-term incentive compensation for those
officers during 2009?

A. No, definitely not.

Q. Which of them are?

A. The specific requirement under the plan that's
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being applied is an annual net income goal, and it is
included in the equity compensation award agreements of
only our top officers, because Section 162 (m) of the
Internal Revenue Code is something that is only
applicable to top officers.

Q. So of these 29 possible performance
objectives, only one of them, that being net income, is
actually being used in 2009 for the top officers?

A. That is my understanding. The only thing I
need to clarify is that for our performance share
awards, the payout of those awards is determined based
on three-year achievement of the same kind of objective.
It's basically the annual incentive plan objectives over
a three-year period instead of a one-year period, and
it's tied directly thereto.

So our long-term incentive plan is constructed
in such a way that those performance shares are not
granted with separate new and unique performance
requirements. Instead, the award agreements tie back to
average level of achievement under the annual incentive
plan over the three-year period.

So specific to this long-term incentive plan
document, currently only net income is being applied
specifically to the award agreements granted hereunder

to the top officers, just to ensure deductibility of the
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compensation expense, since we always strive to have
the, you know, maximum efficiency in our tax planning.

Q. And the net income in this context would be
the net income of FPL Group; is that correct?

A. In this context, yes, it is. And the way it
works is that the award agreement for the top officers
has a requirement that a net income achievement be
certified by the compensation committee before vesting
or payout of the award is considered. And again, that
only applies to perhaps the top 13, and maybe even
fewer. I haven't checked the exact number.

Q. Now, let me shift a little bit to the
long-term incentive plan that applies to the executives.
I believe you said there's 44 in the projected 2010 test
year?

A. Yes, there are. Well, in the 2010 test year,
there are 42 budgeted executive positions. But let me
be clear that unlike the annual incentive plan, this
long-term incentive plan applies to any equity
compensation grant made in the company, whether it's to
a top officer, to a junior employee, or to an exempt
employee who's not an officer, because there is a
registration statement with the SEC tied to this plan,
and the only authorization we have to grant equity

compensation awards is under the plan. So this applies
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to anybody who receives a grant of equity compensation.
Q. Okay. Let me ask, as an example, one of the
44 officers who's not one of the 13 -- well, I guess
you're saying for all exempt employees, for the
long-term incentive plan, the sole performance objective

will be net income; is that correct?

A. No, that is not correct.
Q. Then I misunderstood you earlier.
A. This is very complicated. Obviously, it's

very technical, so I want to make sure that I'm clear.
This is a net income requirement that must be met for
vesting and payout of equity compensation awards to the
top officers only. For everybody else, there is no net
income goal, and none of the potential goals that could
be utilized under this plan are being utilized.
Instead, the forms of equity compensation being awarded
below top officer level consists of only two forms of
award.

One is restricted stock, which is largely used
for retention purposes, and generally the right to that
award vests over a three-year period, and it is time
vested with no separate performance requirement other
than the continuation of employment. Again, it's not
used very broadly, and it is an effective retention tool

that we use, for example, in our Nuclear Division.
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We've used it at our Turkey Point site, for example.

And the other form of equity compensation
below top officer level is a performance share award,
and performance share awards are granted to employees as
a performance vehicle and retention tool and as part of
a competitive compensation and benefits package
necessary to attract, retain, and motivate our
workforce. The way they work is that whatever the level
of achievement is under the annual incentive plan for a
three-year period is the level at which the performance
share awards pay out.

So in general, we only have those two forms of
award.

Q. For those two forms of award, what are the
performance objectives that are used to determine the

actual award to the officer?

A. With the performance shares? Is that your
question?

Q. We'll start with that.

A. It would be the same objectives under the

annual incentive plan. And the annual incentive plan is
designed to focus our employees on the attainment of
performance goals in the short term, the one-year
period, and the performance share awards are designed to

balance that short-term focus with a longer term or
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broader view. It's kind a measured approach to the
attainment of our objectives.

Q. I think we're passing by each other. What I'm
trying to determine is, what are the objectives that are
used to determine that award of performance shares? 1Is
it any of those 29 performance objectives we see in the
proxy statement?

A. Yes, it is. I mean, you referenced a specific
number. I haven't double-checked that. But it is, yes,
the specific performance objectives that are listed
under a different page in the proxy statement, not the
ones you're looking at there.

Let me direct you to another page. In the
proxy statement as printed, it's page 47. I don't have
the Bates stamp page.

Q. Okay. I have that.

A. And also, there is a description in our proxy
statement of how our performance share awards work that
I thought might be helpful. On page 52, it says -- this
is a description of how it works for the proxy named
officers, but it's similar below that level.

A number of performance shares, a baseline
award is granted, and the performance period begins on
January lst in the year of grant and ends on

December 31st three years later, after three years. At
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the end of the performance period, the averége of the
executive's total performance-based adjustments under
the annual incentive plan for the three years in the
performance period is multiplied by the target or
baseline number of shares to determine the final award
payout.

On this plan, this performance share plan,
there is a maximum of 160 percent of targeted shares
that can be paid out, so it is a lower maximum than the
annual incentive plan. But other than that, it just
takes the annual incentive plan performance-based
adjustments and applies them here for the three-year
period.

Q. And referring to that, what are the
performance objectives that are used to determine the
amount that's granted? Is it that same list of 29
possible objectives?

A. Could you please give me the page number on
which you're looking for the 29? Is this back on page
12 of the proxy? Because the answer is no if that's the
case.

Q. Okay. Where would I find them?

A, Page 47. And for the Group officers, it would
be page 47 and 48.

So it is not the list of 29 on page 12. It is
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rather the performance objectives on pages 47 and 48.
Q. And there's about 15, perhaps? I haven't
counted them. But these are now used for all except the

top 13 officers?

A. No. It's fundamentally the same for both the
top officers and those below as far as how we determine
the payout level. 1It's just that for the top 13, those
awards have to cross what I call the IRS Section 162 (m)
hurdle, which is the net income requirement before any
payout can be made to ensure the deductibility of the
compensation expense. So I call that the Section 162 (m)
hurdle.

And it does not determine the actual payout
amount or level. Rather, it's determined in the same
way as for the other officers, which is the
performance-based adjustment from the annual incentive
plan over the three-year period to determine the
multiple of the baseline award that will be received
with a maximum of 160 percent.

Q. The indicators that are shown on page 47, do
they apply to all exempt employees? In other words,
this is not just officers, but it's all exempt
employees?

A. Yes. Exempt employees also get the

performance-based adjustments.
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Q. And so all those indicators would also apply
to all exempt employees, or do I have that right?

A. Just one moment while I check.

(Off the record briefly.)

MS. CLARK: Charlie, would you ask your
question again?

MR. BECK: I was afraid you were going to say
that.

BY MR. BECK:

Q. Ms. Slattery, there's about 15 indicators
shown on page 47 of the proxy statement dated April 3,
2009. And my question is, do those indicators apply to
the incentive compensation for all exempt employees of
Florida Power & Light Company?

A, Yes. These indicators are included in the

performance assessment of all exempt employees.

Q. So this is a list of some, but not all?

A. That's correct.

Q. But all of these would be included in the
performance objectives. It's just that there may be

others in addition to these?

A. Yes.

Q. And where would we find where the others are?
A. It depends on the level of employee, but

additional performance objectives that may impact the
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payout level would be the NextEra performance objectives
on page 48, one page behind.

Q. And would those NextEra objectives be included
in the incentive compensation for Florida Power & Light
exempt employees?

A. Well, let me make clear that no Florida Power
& Light Company employee has performance objectives set
out for them under the annual incentive plan related to
NextEra's performance. So these are not objectives that
Florida Power & Light Company employees have in their
key objectives or as part of their annual incentive
award.

But to the extent that FPL Group's performance
impacts the value of the payout of the performance share
award, NextEra performance does impact Group. But
again, no Florida Power & Light Company employee has any
performance objective that he or she is assigned to
achieve related to NextEra's performance.

Q. Now, on page 47 of the proxy, it lists the
performance targets for 2008, does it not?

A. Which page, please?

Q. Page 47.
A, Yes.
Q. And understanding that the actual numbers

probably changed for 2009, but are the indicators the
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same for 20097

A. They're fundamentally the same, but there's
always potential for some change, particularly with
regard to milestone measures. So, for example, the last
measure for 2008 would be one that would have been
specific to 2008 because it was a milestone measure for
approval for generation additions. And so for 2009, I
believe that would have come off, and different
milestone measures may or may not have been added. But
the majority of our indicators are consistent from year
to year.

Q. Is the outcome of the rate case an indicator
for any employees?

A. Yes, it is. It's something that we want many
employees at Florida Power & Light Company to be focused
on, since there's a tremendous amount of effort needed
to file the case. So definitely the support of and the
outcome of the rate case is going to impact the
performance assessment for the company and a great many
employees.

Q. So that would be an indicator that applies to

2009, but did not apply to 20087?

A. Yes, that's correct.
Q. Are there any others?
A. None that I'm aware of. I just don't have it
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with me, but I don't recall any others, subject to
check.

Q. All right. Let's move on to another topic, if
we could. Do you have the response to the Attorney
General's Second Set of Interrogatories, Number 767?

A. Yes, I do.

Q. And on page 1 of 5 of the attachment, can you
generally describe what's shown on that page?

A. Page 1 of 5 is the grand total of the EACs
requested in the interrogatory, which are then broken
down by EAC on pages 2 through 5. And on page 1 with
the grand total, there is a section for 2009, 2010, and
2011, specifically related to the total of four
different wage types.

Q. Could you please state what EAC stands for?

A. It's an acronym that has been used for so long
in this company that I've actually forgotten it, but it
may be expense analysis code.

Q. And what I would like to ask you to do is
focus on page 1 of 5, the middle chart that shows the
amount for 2010.

A. Yes.

Q. And the total amount shown for all of the rows
under the portion is 137,529,665. Do you see that?

A. Yes, I do see that.
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Q. Do you know what portion of that would be
applicable to the 13 named individuals in the proxy
statement?

A. I do not know what amount would be applicable
to them, but they would be a subset of this amount here.
They're included in the executive column on the left,
but that column includes data for more than just 13
people.

Q. How many people are included in the executive
column? That's the column that totals $48,471,9157

A. Right. For 2010, we have 42 executives
budgeted in the executive location, 42 positions, so 13

of the 42.

Q. Do you have anything available that would show

what portion of that figure would be applicable to the

top 137?
A. No, I do not.
Q. Would it be possible to get that as a

late-filed exhibit?
A. Yes, it would be.
MR. BECK: Okay. Susan, could we have that?
I'm not sure what we're up to. Number 57
MS. CLARK: I think it is Number 5. Can you
give us a title?

MR. BECK: Top 13 officer portion of
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compensation -- of the answer included in response
to AG 76. That's an awful name. You all think of
a good name for it. Or how about breakdown of
amounts shown in response to AG 76, Attachment 17
We'll be breaking it down between the top 13 and
the remaining --
MS. CLARK: Breakdown of amounts shown on --
THE WITNESS: You just want a breakdown of
2010 on page 1 of 57
MR. BECK: Yes. So it would show what portion
applies to the top 13, and then I guess the
remainder that applies to the other -- what would
it be? Twenty-nine or 30.
MS. CLARK: I have "Breakdown of amounts shown
on executive salary for 2010."
(Late-filed Deposition Exhibit Number 5 was
identified for the record.)
BY MR. BECK:
Q. Let's move on to something else, page 22 of
your rebuttal testimony.
MS. CLARK: I spoke wrong. It's incentives
and benefits. Were you moving on, Charlie?
MR. BECK: Yes.
MS. CLARK: We didn't hear the question.

BY MR. BECK:

ACCURATE STENOTYPE REPORTERS, INC.
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Q. Ms. Slattery, could you refer to page 22 of
your rebuttal testimony?

A. Yes, I have it.

Q. At line 15, you say the company sometimes
utilizes a stock repurchase program under which it
purchases on the open market many of the shares used to
satisfy awards under the long-term incentive plan. Do
you see that?

A. Yes, I do.

Q. Do you know to what extent or what portion of
the stock incentive awards granted in 2008 were made by
purchasing on the market?

A, None. In the last several years, we have not
done stock repurchase, although prior to that it was a
common practice for us, and it is always an option for
the future. But for the last several years, we've used
new issue shares only to satisfy awards.

Q. All right. Let's move on to another topic, if
we could. You mentioned that one of your concerns about
having the right amount of compensation is poaching, and
I was wondering what poaching means to you.

A. Poaching is slang for what we call sourcing
passive candidates for vacancies. That's what
recruiters like to use, and i1t means that recruiters or

headhunters will contact currently employed individuals

ACCURATE STENOTYPE REPORTERS, INC.
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and try no induce them to leave their current employer
to go with a new employer.

Q. Do you conduct exit interviews, or not you,
but does the company conduct exit interviews where it
analyzes whether employees have been poached?

A. I know that we do conduct exit interviews, and
I am not certain to what extent we collect information
on poaching or analyze it.

Q. So you're not aware of any analysis of that,
at least?

A. I am not, but again, my position in
compensation and benefits is such that I am -- I'm not
in recruiting or employee relations, which would be the
two functions most likely to be involved in that
activity.

Q. I believe you testified this morning that
employee turnover at Florida Power & Light is projected
to increase from about 7 percent in 2009 to 9 1/2
percent in 2010; is that right?

A. Yes, I believe that's correct.

Q. And 10.4 percent in 2011°?

A. Yes, that's correct.

Q. To what do you attribute the projected
increase in turnover?

A. As I stated this morning, I did not prepare

ACCURATE STENOTYPE REPORTERS, INC.
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those forecasts. A peer in Human Resources did, and I
have not discussed with him what his assumptions are,
although I believe that historic actuals generally play
a role in his future forecasts.
Q. Do you know what areas or line of work where
this increased turnover is projected to occur?
A. I do not have that information.
Q. Would you describe the retirement plan of FPL
-- and here I'm referring to page 25 of your testimony
-- as a defined benefit plan or a defined contribution
plan?
MS. CLARK: Charlie, would you tell us what
you mean by those terms, please?
MR. BECK: Well, I'm going to -- defined
benefit plan or defined contribution plan?
MS. CLARK: I'm sorry. Kathleen indicates she
can answer the question.
A. But I would like to know, are you looking at

my direct or my rebuttal?

Q. Direct, I believe.
A. Direct testimony, on which pages, please?
Q. Twenty-five. On page 25, you apparently talk

about the retirement plan.
A, FPL provides both a defined benefit and a

defined contribution plan. The defined contribution

ACCURATE STENOTYPE REPORTERS, INC.
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plan is a 401 (k) plan, and the defined benefit plan is a
cash balance style pension plan which kind of looks to
the employees more like a defined contribution plan, but
the accounting and IRS rules allow us to treat it as a
defined benefit plan.

We provide evidence as an exhibit to my direct
testimony of the approximate value to employees and
competitive position of those plans as a combined
retirement plan value to show that we are substantially
below market compared to the utility industry or our
peer group companies regarding the total value provided
from the two plans combined.

Q. Okay. Thank you. Ms. Slattery, at page 10 of
your direct testimony, at lines 8 through 10, you state
that FPL's total compensation and benefits cost is
projected to increase from 1.014 billion in 2006 to
1.261 billion in 2010.

A. Yes.

Q. Do you know what portion of that increase is
for employees making total compensation greater than

$165,000 per year?

A. No, I do not.
Q. Is it possible to calculate that?
A. I don't believe that I could easily calculate

that, no. I don't know if it would be possible or

ACCURATE STENOTYPE REPORTERS, INC.
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impossible to calculate that. It would require

expertise beyond what I have.

MR. BECK: Well, I'll let that go, then.

Ms. Slattery, thank you very much. I think that's
all I have.

THE WITNESS: Thank you.

MS. CLARK: Kathryn, I guess that concludes
the deposition.

MS. COWDERY: Okay. Then we are concluded.
Are there any matters that we need to cover that
haven't been covered at this point?

MS. CLARK: No. I think we got the time that
you've asked us to try and get late-filed exhibits,
to the extent we have them, and e-mail them to the
court reporter, which we will endeavor to do. I'm
just trying to see if I have any other notes.

MS. COWDERY: I think that would be it, then.
Thank you everybody, and we will go off the record.

(Deposition concluded at 4:08 p.m.)
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CERTIFICATE OF REPORTER

STATE OF FLORIDA:
COUNTY OF LEON:

I, MARY ALLEN NEEL, Registered Professional
Reporter, do hereby certify that the foregoing
proceedings were taken before me at the time and place
therein designated; that a review of the transcript was
requested; that my shorthand notes were thereafter
translated under my supervision; and that the foregoing
pages numbered 1 through 177 are a true and correct
record of the aforesaid proceedings.

I FURTHER CERTIFY that I am not a relative,
employee, attorney or counsel of any of the parties, nor
relative or employee of such attorney or counsel, or
financially interested in the foregoing action.

DATED THIS 24th day of August, 2009.

MARY ALLEN NEEL, RPR, FPR
2894-A Remington Green Lane
Tallahassee, Florida 32308
(850) 878-2221
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ACCURATE STENOTYPE REPORTERS, INC.
2894-A Remington Green Lane
Tallahassee, Florida 32308

(850)878-2221

August 24, 2009

SUSAN CLARK, ESQUIRE

Radey, Thomas, Yon & Clark, P.A.

301 South Bronough Street, Suite 200
Tallahassee, Florida 32301

Dear Ms. Clark:

Re: Petition for increase in rates by FPL
Docket No. 080677-EI

Enclosed is your copy of the deposition of KATHLEEN M.
SLATTERY taken in the above matter on August 21, 2009.

Since reading and signing was not waived, please make
arrangements with the witness to read your copy of the
transcript and make any corrections on the errata sheet

on the following page.
Please forward the completed errata sheet to Kathryn

G.W. Cowdery for attachment to the original transcript
and a copy to Charlie. You should also attach a copy to

your transcript.

Thank you for your cooperation in this matter.

Sincerely,

Mary A. Neel

cc: Kathryn G. W. Cowdery, Esqg.
Charlie Beck, Esqg.
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ERRATA SHEET

Under penalties of perjury, I have read the
foregoing transcript of my deposition, pages 1 through
177, and hereby subscribe to same, including any
corrections and/or amendments listed below.

DATE KATHLEEN M. SLATTERY

PAGE/LINE ERROR OR AMENDMENT REASON FOR CHANGE

Reporter: Mary A. Neel - Date of Deposition: 08/21/09
Petition for rate increase by FPL - Docket No. 080677-EI
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ERRATA SHEET

Under penalties of perjury, 1 have read the foregoing transcript of my deposition,
pages 1 through 177, and hereby subscribe to same, including any corrections and/or
amendments Jisted below.

825104

ati I Lot

DATE /

PAGF/LINE  ERROR OR AMENDMENT

99,18

KATHTEEN M. SLATTERY

Change “bage” to “based”

Chanpge “holidays” to €11, holidays”

Change “departrnent” to “departiments”

REASON FOR CHANGE

Wirong word
Missed word

Plugal

Change “to that when” to ‘4o when”

3%

Change “call pagsive” to “call 1t passive

Added word

Missine word

Change “company?” to “company.”

Change “our performance base” 1o
“are performance baged”

Wrong punctuation

Wrong words

Change “dozen” to “dozens” Plural
Change “efficiency milestone” to Missing, word
“cfficiency and milestone”

Change “unit” 1o “units” Plutal
Change “an income” to “*a net income” Wrang word

Reporter: Mary A, Necl - Date of Deposition: 08/21/09
Petition for rate increase by FPL - Docket No. 080677-E1
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ERRATA SHEET
Upder penalties of perjury, I have read the foregoing transcript of my deposition,

pages 1 through 177, and hereby subscribe to same, including any corrections and/or
amendments listed below.

Z/ 3 5109 7@@ 0 /Wk%w :

e, X

DATE ' KATHLEEN M. SLATTE

PAGRE/LINE ERROR OR AMENDMENT REASON FOR CHANGE

60,1 Change “200.00" to *200,0007 T'ypo
85,3 Change “of” to “on” Wrang word
89.8 Chanpe “individual business” to Missing comma
*individual, business”
103,10 Change “before” to “becange” Wrong wortl
11522 Chanpge “little” to “total” Wrong word
105, 11-12 Change “gxporieneo, nblo to--they can make” ta Wrong and missing words
“experience, ability and training and we cannot muke”
134,11 Change “WAG"” tg “guess” Wrong word
139,17 Change *5" to “what” Wrone word
147.22 Change “FLP” 1o “FPL” Typo
133,35 Change “statement?” to “statement.” Wropng punctoation

Reporter: Mary A. Neel - Date of Deposition: 08/21/09
Petition for rate incrcase by FPL - Docket No. 080677-E1
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ERRATA SHEET

Under penalties of perjury, [ bave read the foregoing transcript of my deposition,
pages 1 through 177, and hereby subscribe to same, including any corrections and/or
amendments listed below,

a9 _KaHA D) ftn

DATE ' KATHLEEN M. SCATTERY

PAGE/LINE ERROR OR AMENDMENT REASON FOR CHANGE
153.24-25 Change “to two others” to *to others” Added word
155.9 Change “Hayes’ to “Hay’s” Spelling error
,Léﬁ_;ﬁ Chagge “no Florida” to “no nnallocated Floyide” Mhssing word
168.16 | Change “no Florida® to “no wiallaeated Flovjda™ Missing word

Reporter: Mary A. Neel - Date of Deposition: 08/21/09
Petition for rate increase by FPL - Docket No. 080677-E1
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DOraft. . .wileged and Confidential Atemey-Client Communtcation / Attomey Work Product Preparcu at the Request of Counsel.

Back up for Document KS-3

These tables document the estimated escallation cf FPL's 1988 total compensation per employea to 2010 using the vanous
market indices. The 1988 total was abtained from the C-33 schedule for Docket No. 080677-E1. Sources are listed below
for the escallation factors for WorldatWork and CP!. Tre WaW 2040 and 2011 percertages are conservative estimates and
in ne with estimates from Hewitt Associates and Conference Board.

Total Cash Compensation per Employee

World at Work cPl

Exempt  Non-Exempt Average
1983 42505 1988 42505 Growth based on CPI:
1988 5.40% 520%  5.30% 44758 1989 480% 44545
1990 5.50% 540%  5.45% 47197 1999 5.40% 46951 2010 2011
1991 5.00% 5.00% 5.00% 49557 1991 4.20% 48923
1992 4.70% 460%  465% 51861 1992 200% 50390 CP! Projection 80360 82068
1993 4.30% 420%  425% 54065 1993 3.00% 51302
1994 4.00% 400%  4.00% 56228 1994 260% 53251 FPL (C-35, line 4) 95639 96471
1995  4.00% 3.90%  395% 58449 1995 2.80% 54742
1996 4.10% 380% 395% 60758 19% 2.90% 56330 Difference
1997 4.20% 4.10% 4.20% 63310 1897 2.30% 57626
1998 4.50% 410%  430% 66032 1998 150% 58490
1999 4.40% 410%  425% 68838 1999 220% 59777 Growth based on WaW:
2000 4.60% 430%  445% 71902 2000 3.40% 61809
2001 4.80% 430%  445% 75101 2001 2.80% 63540 WaW Proiection 103695 106806
2002 3.90% 3.70% 3.80% 77955 2002 1.60% 64556
2003 3.6C% 3.50% 3.55% 80722 2003 2.30% 66041 FPL (C-35, line 4) 95639 96471
2004 36C% 350%  3.55% 83588 2004 270% 67824 —
2005  3.70% 360%  3.65% 86639 2005 3.40%  TO130 Difference
2006 3.80% 3.70%  3.75% 89888 2005 320% 72375
2007 3% 2.80%  3.85% 93348 2007 2.83% 74423
2008 3.N% 3.80% 3.85% 96943 2008 3.81% 77258 Growth based on BLS Comp per Hour (non-Farm):
2009 3.90% 3.80%  385% 100675 2008 200% 78803
2010 3.00% 3.00% 3.00% 103695 2019 2.00% 80380 Comp / Hr Projection 99782 103574
2011 3.00% 3.60% 3.06% 106806 201 2.10% 82068

FPL {C-35, line 4) 95639 96471
Sources: Difference

E17,K17 1888 FPL Pay and Benefits: MFR C-33-ine 4, column 3
Col. 0 WorldatWork 2008-09 Saiary Budget Survey
CPl  Consumer Price Index (Al urban consumers)

WaW  1998-1995: Non-Ex = NE salared (hourty not tracked)
1996-2011: Non-Ex = NE hourty - non-union

EXHIBIT _/

Witness .9 /4 7/7//’[41
d ne sion its\ .
U:\Rate Case 2C10\Compensation Exhbits'\KS_3_ CPl rend.xls Date z -2 /,f)é/ 3/10720083:46 PM

Reporter Mary A Neet
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Draft. . .wileged and Confidential Attorney-Ctient Communication / Attomey Work Product Preparc . at the Request of Counsel.

U:\Rate Case 2010\Compensation\Exhibits\KS_3__CPI trend xls

COMPENSATON PER HOUR {Non-Farm Business Sector)

1988
1983
1990
1991
1892
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2008
2007
2008
2009
2010
2011

2.60%
6.10%
5.10%
5.30%
2.00%
1.70%
2.10%
3.40%
3.10%
6.00%
4.70%
7.20%

3.60%
4.00%
3.70%
4.00%
3.80%
4.10%
3.70%
3.50%
3.50%
3.80%

42505
43610
46270
48630
51208
52232
53120
54235
56079
57818
61287
64167
68787
71538
74114
77079
73930
83128
86287
89824
83148
96408
99782
103574

3/10/20093:46 PM
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TOTAL BENEFITS COSTS

2003 - 2010
2010 2009 2008 2007
Health & Weifare Benefits 110,032 94712 88.963 §7.148
Retirement / Post-Employment Benefits 6,858 (18.332) (30.14¢) (15.626)
Statutory Benefits 81.465 77,987 74320 73,468
Total Benefits 198,355 154 367 133.139 144 991

These totals agree with benafits costs reflected on MFR C-35

2008

81,932
(19,058)
70,575

133,445

Heakh & Welfare indudes: life. medical, dental insurance; educational assistance; emgloyee welfare; nuclear child dev ctr
Retirement / Post-Empioyment includes. employee savings pian, pension, post-retirement (FAS 105), post-employment/disability (FAS 112)

Statutory includes: FICA FUTA/SUTA, workers' compensation

EXRIBIT _2.

Witness é_/@ﬁf_/j_
Dae _ ¢l -2/

Repotar Mary & Neey

2005 2004 2003
74,864 67,080 70.321
(12,967) (42,001) (39.056)
69 783 66.927 66,147
131680 92.006 97,412

1oft
8/21,2009
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DATE 08/26/09




Docket No. 080667-El
Biographical Information
Exhibit AJO-1, Page 1 of 1

Florida Power & Light Company

Biographical
Information

Armando J. Olivera
President and Chief Executive Officer

Armando Olivera is president and chief executive officer of Florida Power & Light
Company (FPL), a subsidiary of FPL Group, Inc., and one of the largest investor-owned
electric utilities in the nation. He was appointed to his current position in June 2003.

Under Mr. Olivera's leadership, FPL has invested heavily in ensuring reliable
service and meeting strong current and projected growth in demand for electric power
in its vast service territory. The company is a clean energy leader and is moving forward
to bring three state-of-the-art solar power plants to Florida as well as additional
emissions-free nuclear power. FPL has the number one energy efficiency program in
the U.S., one of the most efficient fossil power plant fleets in the nation and has taken a
number of additional actions to mitigate high fuel costs. The company has implemented
an industry-leading program to harden its electric system against hurricanes as well as
ensure everyday reliability.

Mr. Olivera joined FPL in 1872 and has served in a variety of management
positions in the areas of transmission and distribution operations, fuels management,
and strategic planning and resource allocation. Prior to being named to his current role,
he was senior vice president of FPL's Power Systems business unit.

Mr. Olivera holds a bachelor of science degree in electrical engineering from
Cornell University and a master of business administration degree from the University
of Miami. He also is a graduate of the professional management development program
of the Harvard Business School.

In 2007, Mr. Olivera was appointed by Florida Governor Charlie Crist to serve on
the Florida Governor’s Action Team on Energy and Climate Change, which is tasked
with developing a comprehensive strategy that achieves targets for statewide
greenhouse gas reductions.

He is a past president of the Southeastern Electric Exchange, immediate past
chairman of the Florida Reliability Coordinating Council (FRCC), and a member of the
board of Enterprise Florida, as well as a member of Cornell University Engineering
Council and Cornell University Council.
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FPL Typical Residential 1,000 kWh Bill

Updated to reﬂebt estimated adjustments to base reflected in K0-1 6, and

2010 & 2011 Fuel and Capacily Clause Projections as of August 20, 2009
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Cumulative Customer Growth Since 1985
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THE NUMBER OF CUSTOMERS HAS INCREASED BY ALMOST 1.9 MILLION SINCE 1985.
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Cumulative Increase in NEL Since 1985
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ENERGY SALES HAS INCREASED BY 98% SINCE 1985. . s :
CoMPANY Florida Power & Light Co. (FPL) (Direct)
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NSAs, Customer Growth and the Change in Inactive Meters
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THE NUMBER OF CUSTOMERS IS NOW DECLINING DESPITE A LARGE NUMBER OF NSAs. THE
EXPANDING NUMBER OF INACTIVE METERS IS DEPRESSING CUSTOMER GROWTH.
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THE UNIVERSITY OF FLORIDA HAS BEEN REVISING THE STATE'S POPULATION FORECAST DOWNWARD.
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Increase in the Average Annual Number of Customers
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THE FORECAST SHOWS CUSTOMER GROWTH BELOW HISTOHICAL LEVELS THRU 2011.
FLORIDA PUBLIC SERVICE COMMISSION
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Annual NSAs
140,000

Actual Values: 2000-2008

Forecast Values:
2009-2011
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WHILE BELOW PAST LEVELS, THE ABSOLUTE NUMBER OF NSAs FORECASTED REMAINS HIGH.

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 0U80677-EI & 090130-E1 EXHIBIT 45

WITNESS Rosemary Morley (RM-6)

I CoMpraNY Florida Power & Light Co. (FPL) (Direct)
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AN INCREASE IN THE NUMBER OF RESIDENTIAL CUSTOMERS USING MINIMAL AMOUNTS OF ELECTRICITY

HAS COINCIDED WITH THE ONSET OF THE HOUSING CRISIS.

FLORIDA PUBLIC SERVICE COMMISSION
DockeT No. 080677-El & 090130-E1 EXHIBIT

COMPANY Florida Power & Light Co. (FPL) (Direct)
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WITNESS Rosemary Morley (RM-7)

DaTE 10/23/09




Forecasting Variance
Energy Use per Customer (kWh)

Qutput of
Econometric Model

Nov-08 1,830
Dec-08 1,764
Jan-09 1,838

Total 5,432

Absolute Variance (% of Actuals) 4.6%
Absolute Variance (% of Weather Normalized Actuals) 2.6%

Forecast with
adjustments

1,766
1,706
1,765

5,237

0.8%
1.1%

THE ADJUSTMENTS TO THE OUTPUT OF THE ECONOMETRIC MODEL ARE APPROPRIATE.

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. (80677-EI & 090130-EI

Actual Weather

Actual Normalized
1,753 1,805
1,668 1,722
1,775 1,769
5195 5,296
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CompaNY Florida Power & Light Co. (FPL) (Direct)

WITNESS Rosemary Morley (RM-8)

DATE 08/27/09
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THE FORECAST SHOWS THE TREND IN DECLINING ENERGY USE PER CUSTOMER CONTINUING IN 2009

FOLLOWED BY RELATIVELY STABLE USE PER CUSTOMER IN 2010.

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 080677-EI & 090130-EI EXHIBIT
ComMPANY Florida Power & Light Co. (FPL) (Direct)
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WITNESS Rosemary Morley (RM-9)
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NEL Forecast and Actuals

140,000 10.0%
120,000 - - 8.0%
- o-*
100,000 - - 6.0%
80,000 - - 4.0%
60,000 - I | | | I - 2.0%
40,000 - I I | I [l ” 0.0%
I actual % change
—forecasted % change
20,000 - —&— actual GWh ‘ - -2.0%
- = forecasted GWH
0 i Bl T 1 ! ¥ T T T T T T T ¥ T 4 T T T T T T T T * ) 't 3 1 '4.070
© oo be A
ch“ q;b oV %‘b\g% \Q"qtb \Q,% S cga S qta"’q,%’b & RIS P QIQQ q/@ v @6’-’ S qpo" ‘?906%00 ‘790“’ qp@‘ (}/Q;@ q,d\\

THE FORECAST SHOWS A DROP NEL IN 2009 FOLLOWED BY SMALL INCREASES IN 2010 AND

2011.
FLORIDA PUBLIC SERVICE COMMISSION

DOCKET No. 080677-EI & 090130-EI

EXHIBIT
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WITNESS  Rosemary Morley (RM-10)

DATE 08/27/09
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SYSTEM SALES (mWh)
Residential

Commercial

Industriat

Street & Highway

Other

Raifroads & Railways

TOTAL JURISDICTIONAL
SALES

Resale

TOTAL SALES

CUSTOMERS
Residential
Commercial
Industrial

Street & Highway
Other

Railroads & Railways

TOTAL JURISDICTIONAL
CUSTOMERS

Resale

TOTAL CUSTOMERS

USE PER CUSTOMER
Residential

Commercial

Industrial

Street & Highway
Other

Railroads & Railways

TOTAL JURISDICTIONAL
USE PER CUSTOMER

Resale

TOTAL USE PER CUSTOMER

January

4,234,068
3,783,449
332,338
36,111
5,750
7,558

8,399,773

70977

8,470,750

1995414

498,674

15,142

3,073

207
23

4,512,533

4,512,536

1060
7.587
21,981
11,751
27,719
328,589

1,861

23,659,038

1,877

Febnuary

3,604,218
3,491,304
317,152
31,207
3,526
6,695

7.454,102
70,732
7,524,834
4,001,651
499,460
14,695
3,083

207
23

4,519,119

4,519,122

201
6,990
21,582
10,122
17,035
291,078

1,649

23,571,379

1,665

March

3,598,528
3,442,605
282,857
37,034
3,602
6,300

7,370,925

75435

1.445,360

4,003,023

499,080

14,221

3,095

206
23

4,519,648

4,519,651

899
6,898
19.890
11,966
17,485
273913

1,631

25,144,927

1,648

2008 MONTHLY ACTUALS OF

BILLED SALES, CUSTOMERS AND USE BY CLASS

April

3,779,247
3,509,771
296,408
32,584
3,408
6,711

1,628,219

83,930

1,712,149

4,001,785

499,289

13,923

3,095

205
23

4,518,320

4,518,323

944
7.030
21,289
10,528
17,062
291,783

688

27,976,706

1,707

May

4,283,255
37150
292,756
34,399
3,487
6,383

8,337,469
82920
8,420,389
3,996,910
500,326
13,597
3,099

105
23

4,514,160

4,514,163

1,072
7.430
21,531
11,100
17,008
277,510

1,847

27,639,891

1,865

June

5,282,805
4,108,255
323011
35,670
3,342
6,832

9,759,915

94,216

9.854,131

3,996,829

500,723

13,372

3,107

204
23

4,514,258

4,514,261

1,322
8,205
24,156
11,480
16,383
297,059

2,162

31,405,372

2,183

July

5,301,896
4,103,113
308,290
34,633
2,394
7.158

9,757,484
95,495
9,851,979
3,991,810
501,265
13,155
3,113

204
23

4,509,570

4,509,573

1,328
8136
23435
E1L125
11.735
37

2,164

31,831,667

2184.902872

August

5331471
4.016.556
280.430
35472
2,229
6,762

9.672.919

97.640

070,559

3.989.187

501.848

12.920

3132

204
P

4.507.314

4.507.317

1.336
8.004
21.705
11.326
10,929
293,985

2.140

32,546,709

2.168

Septentber

5,632,133
4.261.011
300918
35.449
2462
6,863

10,238,893

97.219

10,336,112

3.985,030

501,941

12,797

3,141

xm
23

4.503.133

4.503.136

1.413
8.489
23518
11.286
12,247
298,383

114

32,406,485

2.295

October

4,805,005
3,926,048
288,124
37,889
2,465
6,662

9,066,193

84,715

9,150,908

3.983,523

502,471

12,548

3150

199
3

4.501.914

4,501,917

1,206
7.813
22,962
12,028
12,387
289,652

2014

28.238.333

2,033

November

3,672,851
3,580,327
275,331
36,156
2,280
6,730

7,573,675

77,558

7,651,234

3,981,138

502,192

12,249

3,155

199
23

4,498,956

4,498,959

923
7.129
22,478
11,460
11,458
292,600

1,683

25,852,787

1,701

December

3,703,339
3,621,740
289,109
36,252
2,359
6,442

7,659,241

62,338

7,721,579

3,980,785

501,710

11,902

3,170

199
23

4,497,789

4,497,792

930
7.219
24,291
11,436
11,852
280,091

1,703

20,779,368

LT

Total

53,228,815
45,561,429
3,587,220
422854
37,394
81,095

102,918,808

993,176

103,911,984

3,992,257

500,748

13,377

3118

03
23

4,309,726

4,500,729

13,333
90,987
268,168
135,028
183,904
3,525,870

22,822

331,058,660

23,042
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SYSTEM SALES (mWh)
Residential

Commercial

Industrial

Swreet & Highway

Other

Raliroads & Railways

TOTAL JURISDICTIONAL
SALES

Resale

TOTAL SALES

CUSTOMERS
Residential
Commercial

Industrial

Street & Highway
Other

Railroads & Railways

TOTAL JURISDICTIONAL
CUSTOMERS

Resale

TOTAL CUSTOMERS

USE PER CUSTOMER
Residential

Commercial

Industriaf

Stregt & Highway
Other

Railroads & Raflways

TOTAL JURISDICTIONAL
USE PER CUSTOMER

TOTAL USE PER CUSTOMER

January

4,130,323
3,453,620
295,357
37.920
3,472
6,462

7.927,154
77,790
8,004,944
3,994,841
504,972
12,526
1,161

198
23

4,515,721

4,515,725

1,034
6,839
23,579
11,997
17,535
280,947

1755

19,447,476

1,773

February

3468431
3,322,308
295,036
37.405
3,373
8,981

7,135,583
17463
7.213,046
4,000,974
505.822
12,522
3,165

198
23

4,522,705

4,512,709

867
6,568
23,561
11,820
17,035
390,487

1,578

19,365,695

1,595

March

3497491
3421457
295,093
37,408
3462
7.349

7,262,320

76,996

7339316

4,002.451

506,676

12,518

3,169

198
23

4,525,035

4,525,039

874
6,753
23,573
11,825
17,485
319,520

1,605

19,249,118

1,622

April

3,489,545
3,367,760
295,759
37,118
3,379
7,364

7,200,924
81,612
7,282,536
4,000,158
507,532
12,514
3173

198
23

4,523,597

4,523,601

872
6,636
23,634
11,700
17,063
320,168

1,592

20,403,016

1,610

2009 MONTHLY FORECAST OF
BILLED SALES, CUSTOMERS AND USE BY CLASS

May

4,115,788
3.112,611
207,154
36,933
1,359
7359

8,173,203

85,056

8.258.258

3,997,866

508,430

12,513

3,176

198
23

4,522,207

4,522,211

1029
7.302
23,747
11,628
16,962
319,973

1.807

21,263,888

1.826

June

4,842,751
3,964,249
299,256
36,798
3,250
7,825

9,154,127

161,091

9,255,218

3,996,663

509,331

12,513

3179

199
23

4,521,908

4521912

1,212
7,783
23,916
11,574
16.297
340,213

2024

25,272,647

2,047

Tuly

5,361,699
4,160,403
301,488
36,585
2,335
7.900

9,870,409
114.674
9.985.083
3,989,592
510,234
12,512
3,183

32
23

4,515,743

4,515,747

1.3¢4
8154
24,096
11,495
11,735
343484

2,186

28,668,620

221

August

5,381,235
4.080.752
302,598
36.564
2.169
7480

4,810,791

117.991

9.928.782

3.988.999

511,183

£2.521

3,185

198

23

4.516,1H)

4516114

1.349
7,983
24167
11479
10.926
325229

2172

29,497,824

2,199

September

5.500.354
4.232.494
303.048
36.233
2425
7.747

10.082.301
119,961
10.202.261
3,986,185
512,135
12,530
1188

198
23

4,514,260

4.514,264

1,380
8,264
241806
11,366
12.249
336.820

1

29,990,161

2,260

October

4.520,380
3,750,863
302,409
36,315
2,447
7.452

8,619,865

116816

8,736,781

3.985,374

513,090

12,539

1,190

198
23

4514414

4,514,418

1,134
7.310
24,117
11,382
12,387
323,978

1,909

29,228,959

1,935

November

3,971,898
3,707,423
299,949
38,515
3456
71415

8,028,656

95,312

8,123,968

3,990,600

514,085

12,552

3.193

197
23

4,520,656

4,520,660

995
1.212
23,897
12,063
17,535
322,385

1,776

23,827,903

1,797

December

3,761,400
3,703,695
297,293
38,368
3,448
8,048

7,812,258

84,056

7,896,314

3,996,362

515,084

12,565

3,195

197
23

4,527,425

4.527,42%

941
7,190
23,661
12,007
17,535
349,897

1,726

21,013,976

1,744

Total

52,041,349
44,871,633
3,584,431
446,222
36,573
91,381

101,077,590

1,148917

102,226,507

3,994,173

509,881

12,527

3,180

198
23

4,519,982

4,519,986

13,029
88,016
286,133
140,334
184.705
3973101

22,362

287,229,282

22,617
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SYSTEM SALES (mWih)
Residential

Comercial

Industrial

Street & Highway

Other

Raflroads & Rafllways

TOTAL JURISDICTIONAL
SALES

Resale

TOTAL SALES

CUSTOMERS
Residential
Commercial

Industrial

Street & Highway
Other

Raliroads & Raflways

TOTAL JURISDICTIONAL
CUSTOMERS

Resale

TOTAL CUSTOMERS

USE PER CUSTOMER
Residential

Commercial

Industrial

Street & Highway
Other

Railroads & Railways

TOTAL JURISDICTIONAL
USE PER CUSTOMER -

Resale

TOTAL USE PER CUSTOMER

Janvary

4,242,969
3,624,458
295,958
38,368
3440
6,462

8,211,655
78,703
8,290,357
4,002,627
516,085
12,577
3,198

196
23

4,534,707

4,534,711

1,060
7,023
23,531
11,997
17,535
280,947

1,811

19,675,692

1,828

February

3,404,335
3325162
295873
37,837
3334
8,981

7.076,123

165,059

7,241,182

4,009,268

517,111

12.594

3.201

196
23

4,542,393

4,542,397

849
6431
23493
11,820
17.035
390,487

1,558

41,264,747

1594

March

3,442,757
3,440.263
296,179
37,892
3414
7349

7,227 855

158,777

7,386,632

4,012,140

518,139

12,611

3204

195
23

4,546,312

4,546,316

858
6,640
23,486
11,825
17,485
319,520

1,590

39,694,336

1,625

April

3.429,560
3,384,942
297,086
37,531
3,324
7,364

7,159,807

171,513

7,331,320

4,010,136

519,170

12,627

3,208

195
23

4,545,359

4,545,363

835
6,520
23,527
11,700
17,063
320,168

1,575

42,878,207

1.613

2010 MONTHLY FORECAST OF
BILLED SALES, CUSTOMERS AND USE BY CLASS

May

4,043,322
3,736,630
298,616
37,336
3297
7,359

§,126,560

176,254

8,302,814

4,007,646

520,219

12,649

3

194
23

4,543,942

4,543,946

1,009
7,183
23,608
11,628
16.962
319,973

1,788

44,063,408

1827

June

4,756,140
3,986,343
300,342
37,193
3,160
7,825

9,091,503

198,137

9,289,640

4,007,873

521,270

12671

3214

194
23

4,545,245

4,545,249

1,187
7.647
23,743
11,574
16,297
340,213

2,000

49,534,211

2,044

July

5,282,639
4,193,773
303.181
36,972
2270
7,900

$.828.736

198,684

16,027,420

4,005,317

522324

12,692

32le

193
23

4,543,766

4,543,770

1319
8.033
23.887
11,495
11.735
343484

2,163

49,671,083

2206.85

Angust

5305519
4,119,301
304,582
36.950
2,109
7.480

9.775.951

9.979.484

4.008,166
523,364
12,715
3.219

193

23

4,547,680

4,547,684

1324
7.871
23.955
11,479
10926
325,229

2,150

50,883,161

2.194

September

5421914
4,276,342
305.380
36.615
2,358
7,947

13,051,356

209.795

10.264,151

4,008,647

524,406

12,737

32

193
23

4,549,227

4,549,231

1,353
8.155
23976
11.366
12,249
136,820

2,209

52,448,812

2,256

October

4455.862
3,797,661
305.126
36,699
2,379
7452

8,605,179

206,224

8.811,403

4,000,581

525451

12,759

1224

192
23

4,552,230

4,552,234

Lin
T
23915
11,382
12,387
323,978

1,850

51,556,031

1.936

November

1,916,982
3,757,979
302,933
18,926
3,360
7415

8,027,595

197,103

8,224,699

4,019,246

526,519

12,787

3,221

192
23

4,561,993

4,561,997

975
7,137
23,691
12,063
17,535
322,385

1,760

49,275,807

1.803

December

3723874
3771717
300,536
38,783
3,353
8,048

7,846,312

172,900

8,019,211

4,028,401

521,589

12,315

3.230

191
23

4,572,249

4,572,253

924
7,149
23,453
12,007
17,535
349,897

1716

43,224,941

1.754

Total

51,426,883
45417171
3,606,295
451,102
35,798
91,381

101,028,630

2,136,682

163,165,312

4,010,837

521,804

12,686

3214

194
23

4,548,759

4,548,763

12,822
§7,039
284,271
140,334
184,836
3.973,101

22,210

534,170,435

22,680
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Docket No. 080677-EI
Statement of Qualifications
Exhibit PQH-1, Page 1 of 22

PHILIP Q HANSER Principal

Philip Q Hanser is a principal of The Brattle Group and has over twenty-five years of consulting and
litigation experience in the energy industry. His expertise includes issues ranging from industry
structure, market power and associated regulatory questions, to specific operational and strategic
guestions such as transmission pricing, generation planning, tariff strategies, fuels procurement,
environmental issues, forecasting, demand-side management, and other management and financial
issues. He has supported clients’ efforts in insurance recovery of environmental liabilities arising
from former manufactured gas plant sites, assessed liability risk in mass tort suits, and designed
statistical database auditing procedures.

He has appeared as an expert witness before the U.S. Federal Energy Regulatory Commission
(FERC), the California Energy Commission (CEC), the New Mexico Public Service Commission
{(NMPSC), the Public Service Commission of Wisconsin (PSCW), the Vermont Public Service
Board (VPSB), the Public Utilities Commission of Nevada (PUCN), the Connecticut Siting
Commission, the Pennsylvania Department of Environmental Protection, before arbitration panels,
and in Federal and state courts. He served for six years on the American Statistical Association’s
Advisory Committee to the Energy Information Administration (EIA). He serves on CIGRE's
(Conseil International des Grands Reseaux Electriques) Working Group C5-8, Working Group on
Renewables and Energy Efficiency in a Deregulated Market. Prior to joining The Brattle Group, he
served as the manager of the Demand-Side Management Program at the Electric Power Research
Institute (EPRI). He has published widely in leading industry and economic journals. Mr, Hanser
has taught at the University of the Pacific, University of California at Davis, and Columbia
University, and guest lectured at the Massachusetts Institute of Technology, Stanford University, and
the University of Chicago.

REPRESENTATIVE EXPERIENCE
Forecasting and Weather Normalization

. For an electric utility in the Southeast, reviewed the existing weather normalization
process and diagnosed problems with weather data and regression model. Developed
alternative daily and monthly normalization models, improved degree day
specification, selection of weather stations, and regression specification to double
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prediction accuracy and improve stability of normalization process.

. For PJM, conducted a comprehensive review of its models for forecasting peak
demand and re-estimated new models to validate recommendations. Individual
models were developed for 18 transmission zones as well asa model for the
entire PJM system.

. For a Southwestern utility, developed models for forecasting monthly sales and
loads for the residential, commercial and industrial customer classes using primary
data on customer loads, weather conditions and economic activity.

. For the Public Service Company of New Mexico, provided expert testimony before
the Public Utilities Commission of New Mexico regarding the forecasted growth of
the El Paso, Texas and Juarez, Mexico markets and their electricity requirements.

. For a Southeastern utility, developed a model for forecasting monthly demand that
incorporated the impacts of its significantly declining housing market and which
served the basis for its treasurer’s revenue forecast.

Rate Design and Related Issues

o For Ameren/UE’s Missouri subsidiary, provided expert testimony on its rate design
before the Missouri Public Utility Commission. Assisted the development of
company witnesses’ rationale for the choice of cost of service allocation method,
developed benchmarks for the rate increase against similarly situated utilities, as well
for other commodities’ escalations, and evaluated proposed demand-side
management programs and rate options.

. For Ameren/UE’s lllinois subsidiaries, provided expert testimony on the potential for
gas demand-side management. The testimony discussed potential rate implications

of such programs on the revenue of the utilities.

. For the Edison Electric Institute, co-authored a series of papers with regard to issues



Docket No. 080677-EI
Statement of Qualifications
Exhibit PQH-1, Page 3 of 22
PHILIP Q HANSER
Principal 3

facing utilities. The reports covered the issues of fuel adjustment clauses, mitigating
large rate increase impacts, and the Energy Policy Act of 2005.

° For a U.S. electric utility, assisted in the valuation of generation assets for use in its
testimony on stranded costs. This included development a financial model to
determine the generation assets’ market value, development of a convolution
algorithm to convert market scenarios into a probability distribution of asset values,
and statistical analysis of the relationship of the utility’s generation assets’ operating
costs in comparison to its competitors. The assignment also included testimony
preparation, interrogatories, and rebuttals.

L For the City of Vernon submitted testimony to the FERC regarding its revenue
requirements for transmission.

Analysis of Electricity Generation, Contracts, and Wholesale Markets

o For the California Department of Water Resources provided expert testimony in
federal bankruptcy court with regard to the public interest standard to be applied to
Calpine Corporation’s rejection of its contracts. This assignment included a
valuation of the contract over time through the use of a simulation model of the
California market, as well as an assessment of the potential reliability implications
for the California market.

. For the California Department of Water Resources and the California Attorney
General’s Office, provided expert testimony on damages resulting from Sempra
Energy Resources breaches of its power purchase agreement in both arbitration
hearings and California state court. Analyzed two years of hourly data on energy
deliveries, market prices, ISO charges, and invoice charges to identify and evaluate
performance violations and invoice overcharges. Assisted counsel in developing the
theory of the case and provided general litigation support in preparation for and
during arbitration.
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For Dominion Electric Marketing, Inc. (DEMI), provided assistance in their response
to a complaint by United Illuminating (UI) regarding their wholesale supply contract.
The dispute centered on the allocation of reliability must run costs between Ul as a
load-serving entity and DEMI as wholesale supplier.

For the California Department of Water Resources critically reviewed the California
ISO’s proposed implementation of locational marginal pricing (LMP) and analyzed
implications for “seller’s choice” supply contracts. Developed a framework for
quantifying the incremental congestion costs that ratepayers would face if suppliers
financially delivered power to the lowest priced nodes; estimated potential
incremental contract costs using a third party’s GE-MAPS market simulations (and
helped to improve their model inputs to more accurately reflect the transmission
system in California). Made recommendations to the CAISO as to how to address
the issue.

Provided expert testimony in Massachusetts state court on the damages incurred by a
power plant developer as a result of alleged contractual violations by a supplier for a
plant constructed in ISO-NE.

For a Florida utility, provided a confidential expert report evaluating the benefits of
the power from a co-generator and its potential rate implications, and assisted in the
negotiation of a co-generation contract with a large industrial customer.

Assisted a U.S. electric utility in the preparation of a bid proposal to an industrial
firm for the leasing of a new power plant. The assignment included risk analysis of
the proposal, assessment of financial and rate impacts, and market assessment of
competitors’ potential offerings.

Resource Planning and Procurement

For the Edison Electric Institute, co-authored a report on the general inapplicability of
standard financial portfolio theory to the resource portfolios of utilities.
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. For the investor-owned utilities of Wisconsin, provided testimony before the Public
Service Commission of Wisconsin on cost of capital issues for use in its statewide
resource planning exercise.

L For an international development bank, evaluated generation resource needs for an
Eastern European country as well as a determination of alternative means to meet
those generation needs. This assignment included analysis of the impact of
privatization on the country’s economy, its import and export sectors, and future
development of electricity and gas resources.

Environment

. For an Eastern utility with substantial coal-generating facilities, provided advice with
regard to maintenance procedures and risk exposure to New Source Review standards
under the Clean Air Act Amendments.

. For a Western generator with substantial coal-generating facilities he has provided
assistance with regard to responding to allegations by the Environmental Protection
Agency of fatlure to comply with the New Source Review standards under the Clean
Air Act Amendments.

. For Illinois Power Company, provided expert testimony in federal court on the
regulatory and rate base implications of the Clean Air Act Amendments, in support
of the calculation of noncompliance economic damages arising from New Source
Review.

. For a gas utility, assisted in the development of potential manufactured gas liabilities
for use in insurance recovery and in estimating potential recovery under a variety of
insurance allocation theories and estimated the risk distribution of the estimates.

. For a gas utility, assisted in the assessment of the announcement effect of
environmental liabilities on its cost of capital. This assignment included estimation
of changes in market betas for pre- and post- environmental liability announcement.
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Energy Efficiency, Demand-Side Management, and Renewables

For Central Vermont Public Service, provided expert testimony on the impact of its
demand-side management programs before the Vermont Public Service Board.

. For Ameren/UE’s Ilinois subsidiaries, provided expert testimony on the potential for
gas demand-side management and resulting potential rate implications.

. For a Northeast utility developed an assessment of the potential penetration rate of
microturbines. For the utility service territories under consideration, evaluated the
back-up generation rates and connection charges likely to be incurred for such
systems to determine customer costs and benefits.

. For a utility located in WECC procuring renewable resources, provided a system
integration study for a range of renewable project proposals. Used production costing
and power flow models to estimate the "deliverability" of various proposals,
including estimating the LMP prices and the potential congestion costs. Ranked the
proposed renewable power projects by their estimated benefits and costs, and
delivered a formal presentation at the completion of the project.

. For a power marketer and developer of independent power projects in Great Britain,
assisted in the preparation of comments on proposals by the UK pool regarding the
role of demand-side bidding and the pricing of transmission losses.

. For a Texas utility, provided expert testimony regarding breach of contract claims
made against it by an industrial participant in an energy efficiency project. Reviewed
the energy efficiency impacts of program. Calculated the net present value of the
project in relation to various rate options and market prices.

. For Connecticut Light and Power, provided testimony in support of an application for
a Certificate of Environmental Compatibility and Public Need for the construction of
a 345-kV electric transmission line and reconstruction of an existing 115-kV electric
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transmission line. At issue was the use of distributed resources to substitute for the
proposed lines.

Analysis of Market Power

. For the California Parties, provided litigation support and testimony regarding
manipulation of energy and ancillary service market prices and the outage behavior of
gas fired power plants during 2000-01. The proceeding, before the Federal Energy
Regulatory Commission involved Enron, Dynegy, Mirant, Reliant, Williams, and
other suppliers in the U.S. and Canada. The analyses focused on the use by suppliers
of generation outages to affect market prices through physical withholding, as well as
the use of pricing to yield economic withholding.

. For the California Parties, provided litigation support and testimony regarding
Enron’s transmission and ancillary services market manipulation strategies, including
‘Death Star’ and ‘Get Shorty.’

. For Southern California Edison, submitted testimony before the FERC describing the
implications for the electricity market of the manipulation of gas market prices.

. For Sierra Pacific Resources Company, provided expert testimony before the Public
Utilities Commission of Nevada and the FERC regarding the market power
implications of generation asset divestiture required for the merger of Sierra Pacific
Power and Nevada Power Company. Developed a Cournot market model to assess
the market power implications of selling off alternative groupings of generation.

. For the Pennsylvania-New Jersey-Maryland Interconnection, LL.C (PIM) co-authored
annual report on the state of its markets. The report included an assessment of the
market’s competitiveness and potential structural deficiencies, and identified
potential instances of market abuse.
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. For PJM, developed an ensemble of metrics for assessing market power in its
markets. The metrics included an early warning system to permit PJM interventions
into market abuse at the earliest possible stage.

. For PJM, developed software for unilateral market power assessment and assisted
PJM in its preliminary implementation. Its use was demonstrated with an incident
involving potential market power abuse by PIM members.

RTO Design and Participation

. For Northeast Utilities provided testimony before the FERC with regard to the
economics of imposing local installed capacity (LICAP) requirements on [SO-NE.
Also has provided expert testimony before the FERC in support of its applications for
market-based rate authority.

. For NSTAR provided testimony before the FERC on several matters including the
necessity of imposing bid caps on the New England electricity market, replacement
energy rates for generators when transfer capability into a transmission-constrained
zone was reduced because of system upgrades, and the appropriateness of granting
market-based rate authority to a generator in a transmission-constrained zone.
Developed a Cournot market model to forecast the potential impact on market prices
in the transmission-constrained zone that the majority of NSTAR’s service territory is
located.

. For Nevada Power Company, provided expert testimony before the FERC for its
market-based rate authority application.

. For Otter Tail Power Company, provided an affidavit to the FERC assessing how the
Midwest ISO’s proposed Transmission and Energy Market Tariff would affect Otter
Tail Power both operationally and financially. Based on the strategies that were
pursued by some market participants during the 2001 California electricity market
crisis, demonstrated the potential to pursue similar strategies in MISO and harm Otter
Tail and its customers.
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. For Edison Mission Energy’s subsidiary Midwest Gen, provided expert testimony to
the FERC for its market-based rate authority application.

. For a Midwest utility, examined the implications of differing configurations of the
independent system operator on potential market power concerns. The issue
particularly examined was the question of seams and how different 1SO
configurations affected the costs of transactions.

. Co-authored a report for the New York Independent System Operator’s (NYISO)
assessing the reliability implications of modifying its rules regarding installed
capacity.

. Submitted testimony to the Public Utilities Commission of Texas (PUCT) regarding
a proposed rule to allocate costs of procuring replacement reserves to market
participants in ERCOT. The proposed rule required ERCOT to assign the majority of
such costs directly to market participants who relied on ERCOT’s balancing energy
(i.e., real-time energy) market. However, a review of the market rules and the
historical evidence indicated that the majority of the procurement of replacement
reserves was not caused by this behavior. The PUCT rejected the proposed cost
allocation rule, and instead required ERCOT to uplift the replacement reserve costs
based on the load ratio shares of market participants until the implementation of a
reasonable allocation rule or the start of the Texas Nodal Market.

e For the Edison Electric Institute, authored a report on standard market design and its
implications for utilities within regional transmission organizations.

Transmission

. Before staff members of the FERC, assisted in the development of a review of the
implications of the restructuring in transmission assets’ cost of capital.
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. For a power marketer and developer of independent power projects in Great Britain,
assisted in the preparation of comments on proposals by the UK pool regarding the
pricing of transmission losses and the role of demand-side bidding.

. For a European transmission company, provided an analysis of the likely
development of the European electricity market. Also assessed market implications
for the transmission company of modifications to the transmission grid.

. For Hydro Quebec, provided expert testimony before the Regie d’Energie regarding
whether a set of privately held transmission facilities constituted a looped
transmission system and, thus, was subject to requests for transmission service.

Plant Performance and Strategy

o For the Keystone-Conemaugh Project Office, performed a benchmarking analysis to identify
the areas in which Keystone and Conemaugh coal units were better performing or under-
performing compared to other units with similar characteristics. This involved comparing
the historical operational and cost performance of the Keystone and Conemaugh coal units
against their peer groups; identifying the areas where the performance of the Keystone and
Conemaugh coal units were above and below the average quartile of their peer groups; and
developing metrics and methodologies to combine the results of individual comparisons
across the operational and cost performance assessments.

. For a U.S. electric utility, assisted in the development of a legislative and regulatory
strategy with regard to restructuring. This assignment included generation asset
valuation in a competitive market, development of stand-alone transmission and
distribution rates under cost-of-service and performance-based regulation, and
estimation of stranded costs.

Other energy experience

) For the Electric Power Research Institute (EPRI), developed and directed a research
program to provide electric utilities the following capabilities: marketing research,
pricing and rate design, integrated resource planning, capital budgeting,
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environmental impacts of electric utilities and end-use technologies, load research,
forecasting, and demand-side management through software tools, database
development and technology development. Assisted in the development of the Load
Management Strategy Testing Model (LMSTM), enbancements to the Electric
Generation Expansion Analysis Model (EGEAS). Co-wrote reports on the
environmental impacts of electric technologies, environmental externalities, cost-
benefit analysis of evaluation of DSM programs, rate design and costing, integrated
resource planning, impacts of interruptible and curtailable loads, product
differentiation, activity-based costing, DSM program evaluation, and others. Served
as project manager of the Edison Electric Institute (EEI), National Rural Electric
Cooperatives Association (NRECA), American Public Power Association (APPA),
and National Association of Regulatory Utility Commissioners (NARUC} jointly
sponsored Electric Utility Rate Design Study (EURDS). Represented the Institute
before various regulatory commissions, Federal agencies, and utility executives. He
served on the Environmental Protection Agency’s advisory committee for the Clean
Air Act Amendments. He also served as the operating agent for Annex IV, Improved
Methods for Integrating Demand-Side Options into Utility Resource Planning, of the
International Energy Agency Agreement on Demand-Side Management.

. For a California utility, supervised short- and long-term forecasts of sales and peak
demand for use in resource and corporate planning. Supervised and helped prepare
forecast documentation for public hearings before the California Energy Commission
and represented the utility to the Commission on the forecast. Supervised the design
and implementation of long-term strategic planning and financial models, and
prepared both marginal and embedded cost of service studies for the utility and
assisted in their use for the design of customer rates. Evaluated the impact of energy
conservation programs and legislation on long-term system resource requirements.
Designed and implemented the residential survey of appliance holdings and
commercial customer equipment survey.
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Non-energy Related

. Submitted testimony in bankruptcy court regarding the estimation of inventory
subject to reclamation by a wholesale pharmaceuticals supplier which was sold to a
bankrupt retail drug chain. The retail chain failed to maintain proper inventory
records and a statistical approach which used a combination of data on overall
inventory and the shipment and replenishment records of the supplier was used to
develop the estimate.

. Designed a statistically valid database sampling procedure for assessing the validity
of insurance claims arising from mass tort actions. The database contained summary
information on the claims and for each claim there was, at times, voluminous
information on the individual cases. The sampling procedure was used to determine
which records would be chosen and assessed the individual’s claim eligibility.

. Assessed the liability risk of an insurance company that provided coverage relevant
to a mass tort suit. A Markov chain model was developed to estimate the size of the
potential population and then a risk model was developed to calculate potential
exposure.

TESTIMONY AND REGULATORY FILINGS

Before the Pennsylvania Public Utility Commission, Docket No. P-2008-2020257, prepared
testimony on behalf of Wellsboro Electric Company concerning the causes and pricing of
transmission congestion, July 30, 2008.

Before the Regie De L’Energie, Prepared Affidavit on Behalf of Hydro-Quebec regarding the public
availability of SIS reports performed by a transmission provider, June 19, 2008.

Before the Federal Energy Regulatory Commission, Docket No. ELO8-__-000, Prepared Direct
Testimony on Behalf of the City of Vernon’s revised TRR filing with the FERC, April 3, 2008.

Before the Regie De L’Energie, Prepared Expert Report on Behalf of Hydro-Quebec TransEnergie to
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assess whether the transmission facilities owned by ELL may be considered as a “radial generator
lead”, March 13, 2008.

Before the American Arbitration Association, Case No. 74Y1980019606MAVI, Prepared Rebuttal
Report on Behalf of the California Department of Water Resources to evaluate the reports that

William Hogan, Jeffrey Tranen, and Ellen Wolfe provided on behalf of Sempra Generation, June 4,
2007.

Before the American Arbitration Association, Case No. 74Y1980019606MAV], Prepared Expert
Report on Behalf of the California Department of Water Resources to evaluate certain claims made
by the California Department of Water Resources (“DWR”)} in its Demand for Arbitration regarding
the performance of Sempra Energy Resources, now known as Sempra Generation, under the Energy
Purchase Agreement between the parties, and to calculate amounts that Sempra would owe to DWR
assuming liability is established, May 14, 2007.

Before the United States Bankruptcy Court, Northern District of Ohio, Eastern Division, Case Nos.
01-44007 through 01-44015, Expert Report in regard to McKesson’s inventory reclamation in the
Phar-Mor bankruptcy, March 9, 2007.

Before the Public Utility Commission of Texas, Docket No. 33416, Prepared Rebuttal Testimony on
Behalf of Constellation New Energy, Inc.’s appeal and complaint of ERCOT decision to approve
PRR 676, PRR 674 and request for expedited relief, January 11, 2007.

Before the Public Utility Commission of Texas, Docket No. 33416, Prepared Direct Testimony on
Behalf of Constellation NewEnergy, Inc. to analyze and discuss the flaws and potential negative
impacts of the allocation methods under Protocol Revision Request (“PRR™) 676 which relates to
procurement costs for Replacement Reserve Service (“RPRS”) and Out of Merit Capacity,
November 22, 2006.

Before the American Arbitration Association, Case No. GIC 789291, Prepared Rebuttal Report on
Behalf of California Department of Water Resources vs. Sempra Energy Resources, July 11, 2006.

Before the State Office of Administrative Hearings, Prepared Expert Report on Behalf of TXU
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Energy Solutions, regarding their demand-side management program and the difference between the
actual and projected savings in the energy bill of University of Texas, July 7, 2006.

Before the Missouri Public Service Commission, Case No. ER-2007-0002, Prepared Direct
Testimony on Behalf of Union Electric Company with regard to Ameren UE's rate design proposals,
July 5, 2006. |

Before the American Arbitration Association, Case No. GIC 789291, Prepared Expert Report on
Behalf of California Department of Water Resources vs. Sempra Energy Resources, June 9, 2006.

Before the Superior Court of the State of California, J.C.C.P. Nos. 4221, 4224, 4226 and 4228,
Prepared Declaration in support of California State Agencies’ opposition to motion on shortened time
and motion in support of preliminary approval of class action settlement, June 8, 2006.

Before the Superior Court of the State of California, J.C.C.P. Nos. 4221, 4224, 4226 and 4228,
Prepared Declaration in support of California State Agencies' opposition to proposed publication
notice, January 13, 2006.

Before the United States Bankruptcy Court, Case No. 05-60200 (BRL.), Prepared Declaration on
Behalf of Calpine Corporation with regard to the public interest standard for the rejection of the
contract, December 30, 2005.

Before the FERC, Docket No. ELL05-76-001, Prepared Direct Testimony on Behalf of Dominion
Energy Marketing, Inc. (DEMI), regarding a dispute between DEMI and The United [lluminating
Company as to which party is responsible for paying certain costs associated with Reliability Must-
Ran agreements under a December 28, 2001 Power Supply Agreement between the two parties,
December 5, 2005.

Before the American Arbitration Association, Case No. 74Y1980019304VSS, Prepared Expert
Report on Behalf of California Department of Water Resources vs. Sempra Energy Resources with
regard to damages from multiple contract breaches, May 2005.

Before the FERC, Docket No. EL03-180-000, Prepared Supplemental Testimony on Behalf of the
California Parties with regard to Enron’s circular scheduling and paper trading gaming practices,
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January 31, 2005.

Before the FERC, Docket No. ER96-496-010, et al., Prepared Affidavit on Behalf of Northeast
Utilities Service Company and affiliated companies market-based rate authorization, September 27,
2004, Revised December 9, 2004.

Before the Connecticut Siting Board, Docket 217, Prepared Testimony on Behalf of Connecticut
Light and Power in support of its application for a Certificate of Environmental Compatibility and
Public Need for the construction of a 345-kV electric transmission line and reconstruction of an
existing 115-kV electric transmission line between Connecticut Light and Power Company's
Plumtree Substation in Bethel, through the Towns of Redding, Weston, and Wilton, and to Norwalk
Substation in Norwalk, Connecticut, November, 2004.

Before the FERC, Docket No. ER04-691-000, Prepared Affidavit on Behalf of Otter Tail Power
Company (OTP) regarding problems that may result from the implementation of MISO’s markets
tariff in OTP’s region, May 7, 2004.

Before the FERC, Docket No. ER03-563-030, Prepared Joint Affidavit with Judy W. Chang on
Behalf of Devon Power LLC, et al., March 24, 2004.

Before the FERC, Docket No. EL(3-180-000, Prepared Direct Testimony on Behalf of the California
Parties with regard to Enron’s circular scheduling and paper trading gaming practices, February 27,
2004

Before the Commonwealth of Massachusetts, Case No. 99-6016, Prepared Expert Report on Behalf
of Alstom Corporation and Black and Veatch vs. Meriden Corporation, LLC, Review of “Value of
the Meriden Power Project”, January 9, 2004

Before the FERC, Docket No. EL03-159-000, Prepared Declaration on Behalf of The California
Parties, Re: Gaming Activities Of Modesto Irrigation District, October, 2003.

Before the FERC, Docket No. ER03-118-000, Prepared Affidavit on Behalf of Otter Tail Power
Company For Otter Tail Power Company, assessing how the Midwest ISO’s proposed Transmission
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and Energy Market Tariff will affect Otter Tail Power both operationally and financially, September
15, 2003.

Before the Pennsylvania Environmental Hearing Board, New Jersey Department of Environmental
Protection vs. Pennsylvania Department of Environmental Protection and Lower Mount Bethel
Energy, LLC, Docket No. 2001-280-C, Prepared Expert Report on Behalf of Pennsylvania Power
and Light, May 2, 2003.

Before the FERC, Docket No. EL00-95-069, Prepared Rebuttal Testimony on Behalf of Southern
California Edison for the California Parties regarding manipulation of energy and ancillary service
market prices and the outage behavior of gas fired power plants, March 20, 2003.

Before the FERC, Docket No. EL00-95-069, Prepared Testimony on Behalf of Southern California
Edison for the California Parties regarding manipulation of energy and ancillary service market
prices and the outage behavior of gas fired power plants, February 24, 2003.

Before Southern District Court of Illinois, Docket N0.99-833-MBR, Prepared Expert Report for
Department of Justice, Environmental Protection Agency vs. lllinois Power Company and Dynegy
Midwest Generation regarding the likely rate treatment of, July 29, 2002.

Before the FERC, Docket No. ER99-3693-000, Prepared Direct Testimony on Behalf of Edison
Mission Energy and Edison Mission Marketing and Trading, Inc. on behalf of Midwest Generation’s
application for market-based rate authority, April 1, 2002.

Before the FERC, Docket No. ER01-890-000, Prepared Rebuttal Testimony on Behalf of NSTAR on
the appropriate rates for generators during transmission upgrades or enhancements requiring
substantial and sustained reduction in transfer capability, September 21, 2001.

Before the FERC, Docket No. ELO1-79-000, Prepared affidavit on Behalf of NSTAR, in their
intervention of the granting of market-based rate authority to Sithe, May 2001.

Before the FERC and the Public Utilities Commission of Nevada, Docket No. EC0-173-000,
Prepared Affidavit on Behalf of Sierra Pacific Resources Company, regarding the market power
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implication of generation asset divestiture required for the merger of Sierra Pacific Power and
Nevada Power Company, February 23, 2001.

Before the California Energy Commission, Prepared Expert Report on Behalf of Calpine
Corporation; Socioeconomic Resources: Economic Benefits of the Metcalf Energy Center, October
27, 2000.

Before the FERC, Docket No. EL00-83-000, Prepared Affidavit on Behalf of NSTAR with regard to
the necessity of imposing bid caps on the New England electricity market, June 23, 2000.

Before the FERC, Docket No. ER99-2338-001, Prepared Direct Testimony on Behalf of Nevada
Power Company in support of the divestiture of its generation assets, June 24, 1999.

Before the FERC, Docket No. ER99-2338-001, Prepared Direct Testimony on Behalf of Nevada
Power Company in support of the divestiture of its generation assets, March 30, 1999.

Before the Vermont Public Service Board, Docket No. 6018, Prepared Rebuttal Testimony on Behalf
of Central Vermont Public Service Corporation on the impact of its demand-side management
programs, April 10, 1998.

Before the New Mexico Public Utility Commission, Case No. 2769, Prepared Direct Testimony
prepared on Behalf of the Public Service Company of New Mexico regarding forecasted growth of
the El Paso and Juarez, Mexico markets, 1997.

Before the Public Service Commission of Wisconsin, Docket No. 05-EP-7, Prepared Direct
Testimony on Behalf of investor-owned utilities of Wisconsin on the utilities cost of capital, May 8,
1995.

Before the FERC, Docket No. RP95-363-0135, Prepared Affidavit on Behalf of Southern California
Edison describing the implications for the electricity market of the manipulation of gas market
prices.
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ACADEMIC HISTORY

Guest Lecturer, Energy Laboratory Short Courses, Massachusetts 1997-1998
Institute of Technology, Cambridge, MA

Visiting Lecturer, Department of Economics, 1981-1982
University of California, Davis; Davis, CA

Assistant Professor, Departments of Economics and Mathematics, 1975-1980
University of the Pacific, Stockton, CA

Ph.D. Candidacy Requirements Completed, Columbia University, NY 1975

Phil.M. (Economics and Mathematical Statistics) Columbia University 1975

A.B. (Economics and Mathematics) The Florida State University, FL. 1971

Time Series and Econometric Forecasting, University of California September 1979

at Berkeley Engineering Extension Course

Data Analysis and Regression, American Statistical Association
Short Course, San Diego, CA
PROFESSIONAL MEMBERSHIPS

American Statistical Association,

Member of Committee on Energy Statistics,

Institute of Electrical and Electronics Engineers,
Association of Energy Service Professionals, Board Member,
Journal of ADSMP, Editor,

American Economic Association,
HONORS

Teaching Incentive Award, University of the Pacific

Teaching Assistantship in Econometrics, Columbia University

August 1978

1974-current
1993-1999
1986-current
1991-1995
1995

1979
1974
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PHILIP Q HANSER

Principal : 19
National Science Foundation Research Traineeship 1972-1974
Undergraduate and Graduate Research Assistantships, 1968-1972

Florida State University

Omicron Delta Epsilon, Economics Honor Society 1971
PUBLICATIONS AND PRESENTED PAPERS

“Utility Supply Portfolio Diversity Requirements” (with Frank Graves), The Electricity Journal, Vol.
20, Issue 5, June 2007.

“Electric Utility Automatic Adjustment Clauses Revisited: Why They Are Needed More Than Ever”
(with Frank Graves and Greg Basheda), The Electricity Journal, Vol. 20, Issue 5, June 2007.

“Rate Shock Relief” (with Frank Graves and Greg Basheda), Electric Perspectives, May/June 2007.

“Rate Shock Mitigation” (with Frank Graves and Greg Basheda), prepared for Edison Electric
Institute, May 2007.

“Wire We Here? Coal in the West,” Law Seminars International, Coal in the West Conference,
Denver, Colorado, March 30, 2007.

“Electric Utility Automatic Adjustment Clauses: Benefits and Design Considerations” (with Frank
Graves and Greg Basheda), Edison Electric Institute, August 2006.

“Can Wind Wbrk In An LMP Market?” (with Serena Hesmondhalgh and Dan Harris), Natural Gas
& Electricity, November 2005.

“The CAISO’S Physical Validation Settlement Service: A Useful Tool for All LMP-Based Markets”
(with Jared S. des Rosiers, Metin Celebi, Joseph B. Wharton), The Electricity Journal, September
2005.

“Does SMD Need a New Generation of Market Models? Or How I Learned to Stop Worrying and
Enjoy Carrying a Pocket Protector,” SMD Conference, Washington, D.C., December 5, 2002.
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“A Summary of FERC’s Standard Market Design NOPR,” Edison Electric Institute, August 2002.

“Standard Market Design in the Electric Market: Some Cautionary Thoughts,” SMD Conference,
May 10, 2002, Chicago, [linois.

“The Design of Tests for Horizontal Market Power in Market-Based Rate Proceedings™ (with James
Bohn and Metin Celebi), The Electricity Journal, May 2002.

“The State of Performance-Based Regulation in the U.S. Electric Industry” (with D.E.M.
Sappington, J.P. Pfeifenberger, and G.N. Basheda), The Electricity Journal, October 2001.

“Deregulation and Monitoring of Electric Power Markets” (with R.L.Earle and J.D. Reitzes), The
Electricity Journal, October 2000.

“Shortening the NYISO’s Installed Capacity Procurement Period: Assessment of Reliability
Impacts,” NYISO, May 2000.

“PJM Market Competition Evaluation White Paper,” (with Frank C. Graves), prepared for PIM,
L.L.C., October 1998.

“Lessons from the First Year of Competition in the California Electricity Market” (with R.L.Earle,
W.C. Johnson, and J.D. Reitzes), The Electricity Journal, October 1999,

Comments to the FERC concerning Regional Transmission Organizations Notice of Proposed Rule
Making, RM99-2, (with Peter Fox-Penner), September 17, 1999,

“In What Shape is Your ISO?” (with J.P. Pfeifenberger, G.M. Basheda and P.S. Fox-Penner),
The Electricity Journal, Vol. 11, No. 6, July 1998.

“What’s in the Cards for Distributed Resources?” (with J. P. Pfeifenberger and P.R. Ammann), in
Special Issue of The Energy Journal, Distributed Resources: Towards a New Paradigm of the
Electricity Business, January 1998.
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“One-Part Markets for Electric Power: Ensuring the Benefits of Competition™ (with F.C. Graves,

E.G. Read, and R.L. Earle), in Power Systems Restructuring: Engineering and Economics, ed. M.
Mic, F. Galiana, and L. Fink, (Boston, MA: Kluwer Academic Publishers, 1998)

“Power Market Price Forecasting: Pitfalls and Unresolved Issues” (with R.L. Earle and F.C. Graves),
forthcoming in The Energy Journal.

Ten EPRI reports and approximately 20 articles in EPRI Reports and Conference Proceedings.

“Insurance Recovery for Manufactured Gas Plant Liabilities” (with G.S. Koch and K.T. Wise),
Public Utilities Fortightly, April 1997.

“Real-Time Pricing - Restructuring’s Big Bang?” (with J.B. Wharton and P. Fox-Penner),
Public Utilities Fortnightly, March 1997.

“Load Impact of Interruptible and Curtailable Rate Programs™ (with D.W. Caves, J.A Herriges, and
R.J. Windle), IEEE Transactions on Power Systems, Vol. 3, No. 4, November 1988.

“Estimating Hourly Electric Load with Generalized Least Squares Procedures” (With N. Toyama and
C.K. Woo.), The Energy Journal, April 1986.

“Transfer Function Estimation Using TARIMA,” SAS User’'s Group International, 1982
Proceedings. Cary, North Carolina: SAS Institute. Inc., 1982.

“Invited Editorial Response to Behavioral Community Psychology: Integrations and Commitments,”
by Richard Winett, The Behavior Therapist 4(5), Convention, 1981.

Statistics Through Laboratory Experiences (with D. Christianson and D. Hughes), Stockton, CA:
University of the Pacific 1976-1977.

“Unsolved Advanced Problem,” American Mathematical Monthly, May 1975.

“Multiattribute Utility Theory and Earthquake Mitigation Policy” (with T. Munroe), Western
Economic Association Conference, June 1978.
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“Introduction to Multivariate Data Analysis Techniques,” Bureau of Applied Social Research,

Columbia University, New York, NY, 1973.
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FPL’s Monthly NEL and Total Customer Model Descriptions

1- Total Customer Model

Total _ Customer, = B, + B,FL _ POPULATION, + B,JAN + B,FEB + ,MARCH
+ B,APRIL + B,JUNE + B, JULY + 3, AUG + B,SEP + B,0CT + B, ,NOV +u,

where u, = pu, , +du,_, + pou,_, + £, andeg, is a normally distributed error.

2- Monthly NEL model

NEL _ per _Customer, =0, + &, Real _ PRICE, + &, HDH, + a;CDH  +
o, FL _INCOME + o, FEB + a MARCH 2003 + u,

where u, = pu, | +£, and &, is a normally distributed error.

FLORIDA PUBLIC SERVICE COMMISSION
DoCKET No. 080677-E1 & 090130-El EXHIBIT
ComPANY Florida Power & Light Co. (FPL) (Direct)

52

WITNESS Philip Q. Hanser (PQH-2)

DATE 08/27/09
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MFRs AND SCHEDULES SPONSORED IN WHOLE OR IN PART

BY ROBERT E. BARRETT, JR.

SOLE SPONSORSHIP:

MFR

B-03 Prior

B-03 Subsequent
B-03 Test

B-05 Subsequent
B-05 Test & Prior
B-07 Subsequent
B-07 Test

B-08 Subsequent
B-08 Test

B-09 Subsequent

B-09 Test

B-10 WCEC 3
Ady'11

B-10 Subsequent
B-10 Test

B-11 Subsequent
B-11 Test Prior
Historic

B-14 Subsequent
B-14 Test

B-21 Subsequent

B-21 Test

(-19 Subsequent
C-19 Test

C-20 WCEC 3
Adj'11

C-20 Prior

C-20 Subsequent
C-20 Test

TITLE
13 MONTH AVERAGE BALANCE SHEET - SYSTEM BASIS
13 MONTH AVERAGE BALANCE SHEET - SYSTEM BASIS
13 MONTH AVERAGE BALANCE SHEET - SYSTEM BASIS
DETAIL OF CHANGES IN RATE BASE
DETAIL OF CHANGES IN RATE BASE
PLANT BALANCES BY ACCOUNT AND SUB ACCOUNT
PLANT BALANCES BY ACCOUNT AND SUB ACCOUNT
MONTHLY PLANT BALANCES TEST YEAR-13 MONTHS
MONTHLY PLANT BALANCES TEST YEAR-13 MONTHS
DEPRECIATION RESERVE BALANCES BY ACCOUNT AND SUB
ACCOUNT
DEPRECIATION RESERVE BALANCES BY ACCOUNT AND SUB
ACCOUNT
MONTHLY RESERVE BAL ANCES TEST YEAR-13 MONTHS

MONTHLY RESERVE BALANCES TEST YEAR-13 MONTHS
MONTHLY RESERVE BALANCES TEST YEAR-13 MONTHS
CAPITAL ADDITIONS AND RETIREMENTS
CAPITAL ADDITIONS AND RETIREMENTS

EARNINGS TEST

EARNINGS TEST

ACCUMULATED PROVISION ACCOUNTS - 228.1, 228.2 AND
228.4

ACCUMULATED PROVISION ACCOUNTS - 228.1, 228.2 AND
2284

AMORTIZATION/ RECOVERY SCHEDULE - 12 MONTHS
AMORTIZATION/ RECOVERY SCHEDULE - 12 MONTHS
TAXES OTHER THAN INCOME TAXES

TAXES OTHER THAN INCOME TAXES
TAXES OTHER THAN INCOME TAXES
TAXES OTHER THAN INCOME TAXES

FLORIDA PUBLIC SERVICE COMMISSION
DocKET No. 080677-E1 & 090130-EI EXHIBIT
CompraNy Florida Power & Light Co. (FPL) (Direct)

53

WITNESS Robert E. Barrett, Jr. (REB-1)

DATE 08/28/09
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in Whole or in Part by Robert E. Barrett, Jr.
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MFRs AND SCHEDULES SPONSORED IN WHOLE OR IN PART

BY ROBERT E. BARRETT, JR.

JOINT OR CO-SPONSORSHIP:

MFR
B-06 WCEC 3
Adj'11
B-06 Subsequent
B-06 Test
B-08 WCEC 3
Adj'il
B-12 Prior
B-12 Subsequent
B-12 Test
B-13 Subsequent
B-13 Test
B-16 Prior
B-16 Subsecquent
B-16 Test
B-17 Subsequent
B-17 Test & Prior
B-22 Subsequent
B-22 Test Prior
Historic
B-23 Subsequent
B-23 Test Prior
Historic
C-04 WCEC 3
Adj'11
C-04 Subsequent

C-04 Test

C-06 Subsequent
C-06 Test Prior
Historic

C-08 Subsequent

C-08 Test & Prior
C-10 Subsequent

C-10 Test

TITLE
JURSIDICTIONAL SEPARATION FACTORS - RATE BASE

JURSIDICTIONAL SEPARATION FACTORS - RATE BASE
JURSIDICTIONAL SEPARATION FACTORS - RATE BASE
MONTHLY PLANT BALANCES TEST YEAR-13 MONTHS

NET PRODUCTION PLANT ADDITIONS

NET PRODUCTION PLANT ADDITIONS

NET PRODUCTION PLANT ADDITIONS
CONSTRUCTION WORK IN PROGRESS
CONSTRUCTION WORK IN PROGRESS

NUCLEAR FUEL BALANCES

NUCLEAR FUEL BALANCES

NUCLEAR FUEL BALANCES

WORKING CAPITAL - 13 MONTH AVG

WORKING CAPITAL - 13 MONTH AVG

TOTAL ACCUMULATED DEFERRED INCOME TAXES
TOTAL ACCUMULATED DEFERRED INCOME TAXES

INVESTMENT TAX CREDITS-ANNUAL ANALYSIS
INVESTMENT TAX CREDITS-ANNUAL ANALYSIS

JURISDICTIONAL SEPARATION FACTORS - NET OPERATING
INCOME

JURISDICTIONAL SEPARATION FACTORS - NET OPERATING
INCOME

JURISDICTIONAL SEPARATION FACTORS - NET OPERATING
INCOME

BUDGETED VERSUS ACTUAL OPERATING REVENUES AND
EXPENSES

BUDGETED VERSUS ACTUAL OPERATING REVENUES AND
EXPENSES

DETAIL OF CHANGES IN EXPENSES

DETAIL OF CHANGES IN EXPENSES

DETAIL OF RATE CASE EXPENSES FOR OUTSIDE
CONSULTANTS

DETAIL OF RATE CASE EXPENSES FOR OUTSIDE
CONSULTANTS
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in Whole or in Part by Robert E. Barrett, Jr.
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MFRs AND SCHEDULES SPONSORED IN WHOLE OR IN PART

BY ROBERT E. BARRETT, JR.

JOINT OR CO-SPONSORSHIP (Continued):

MFR
C-12 Subsequent
C-12 Test &
Historic
C-15 Subsequent
C-15 Test
C-21 Subsequent
C-21 Test Prior
Historic
C-23 WCEC 3
Adj'11
C-23 Subsequent
C-23 Test &
Historic
C-29 Subsequent

C-29 Test Prior
Historic

C-33 Subsequent
C-33 Test Prior
Historic

C-36 Test Prior
Historic

C-36 Subsequent

C-37 Subsequent
C-37 Test

C-42 Subsequent
C-42 Test Prior
Historic

D-01a Prior
D-0la Subsequent
D-01a Test

F-05 Subsequent
F-05 Test

F-08 Subsequent
F-08 Test

TITLE
ADMINISTRATIVE EXPENSES
ADMINISTRATIVE EXPENSES

INDUSTRY ASSOCIATION DUES
INDUSTRY ASSOCIATION DUES
REVENUE TAXES
REVENUE TAXES

INTEREST IN TAX EXPENSE CALCULATION

INTEREST IN TAX EXPENSE CALCULATION
INTEREST IN TAX EXPENSE CALCULATION

GAINS AND LOSSES ON DISPOSITION OF PLANT AND
PROPERTY

GAINS AND LOSSES ON DISPOSITION OF PLANT AND
PROPERTY

PERFORMANCE INDICES

PERFORMANCE INDICES

NON-FUEL OPERATION AND MAINTENANCE EXPENSE
COMPARED TO CPI

NON-FUEL OPERATION AND MAINTENANCE EXPENSE
COMPARED TO CPI

0O&M BENCHMARK COMPARISON BY FUNCTION

0&M BENCHMARK COMPARISON BY FUNCTION
HEDGING COSTS

HEDGING COSTS

COST OF CAPITAL - 13 MONTH AVG
COST OF CAPITAL - 13 MONTH AVG
COST OF CAPITAL - 13 MONTH AVG
FORECASTING MODELS
FORECASTING MODELS
ASSUMPTIONS

ASSUMPTIONS



Docket No. 080677-El

Listing of MFRs and Schedules Sponsored
in Whole or in Part by Robert E. Barrett, Jr.
Exhibit REB-1, Page 4 of 5

MFRs AND SCHEDULES SPONSORED IN WHOLE OR IN PART

BY ROBERT E. BARRETT, JR.

2009 SUPPLEMENTAL SCHEDULES SPONSORED OR CO-SPONSORED:

SOLE SPONSORSHIP:

MFR
B-05 2009
Supplemental MFRs
B-07 2009
Supplemental MFRs
B-08 2009
Supplemental MFRs
B-09 2009
Supplemental MFRs
B-10 2009
Supplemental MFRs
B-14 2009
Supplemental MFRs
B-21 2009
Supplemental MFRs
B-11 2009
Supplemental MFRs

TITLE
DETAIL OF CHANGES IN RATE BASE

PLANT BALANCES BY ACCOUNT AND SUB ACCOUNT
MONTHLY PLANT BALANCES TEST YEAR-13 MONTHS
DEPRECIATION RESERVE BALANCES BY ACCOUNT AND
SUB ACCOUNT

MONTHLY RESERVE BALANCES TEST YEAR-13 MONTHS
EARNINGS TEST

ACCUMULATED PROVISION ACCOUNTS - 228.1, 228.2

AND 228.4
CAPITAL ADDITIONS AND RETIREMENTS

JOINT OR CO-SPONSORSHIP:

MFR
B-06 2009
Supplemental MFRs
B-13 2009
Supplemental MFRs
C-04 2009
Supplemental MFRs
C-10 2009
Supplemental MFRs
C-12 2009
Supplemental MFRs
C-13 2009
Supplemental MFRs
C-15 2009
Supplemental MFRs
C-23 2009
Supplemental MFRs

TITLE
JURSIDICTIONAL SEPARATION FACTORS - RATE BASE

CONSTRUCTION WORK IN PROGRESS
JURISDICTIONAL SEPARATION FACTORS - NET
OPERATING INCOME

DETAIL OF RATE CASE EXPENSES FOR OUTSIDE
CONSULTANTS

ADMINISTRATIVE EXPENSES

MISCELLANEOUS GENERAL EXPENSES
INDUSTRY ASSOCIATION DUES

INTEREST IN TAX EXPENSE CALCULATION
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MFRs AND SCHEDULES SPONSORED IN WHOLE OR IN PART
BY ROBERT E. BARRETT, JR.
2009 SUPPLEMENTAL SCHEDULES SPONSORED OR CO-SPONSORED:

JOINT OR CO-SPONSORSHIP (Continued):

MFR TITLE
C-37 2009 0&M BENCHMARK COMPARISON BY FUNCTION
Supplemental MFRs
F-05 2009 FORECASTING MODELS
Supplemental MFRs
F-08 2009 ASSUMPTIONS

Supplemental MFRs
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FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NO. 080677-El

MFR NO. F-0 5

ATTACHMENT 08 of 08

Page 1 of 50

Florida Power & Light Company
2009 Planning Process

Guideline

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 080677-EI & 090130-EI EXHIBIT 54
ComMpPANY Florida Power & Light Co. (FPL) (Direct)

WITNESS Robert E. Barrett, Jr. (REB-2)

DATE 08/28/09
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FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NO. 080677-E1

MFR NO.F-05

ATTACHMENT 08 of 09

Page 2 of 50

Contents

Section 1 — General Instructions for Developing Business Plans and Presentations

2009 Planning Process Calendar Section 1 — Page 1
Budget Review Committee Section 1 - Page 2
Business Plan Development Section 1 - Page 3
Business Plan Presentations Section 1 — Page 7
Data Submissions: List of Schedules and Deliverables Section 1 — Page 10
FPL Strategic Imperatives Section 1 — Page 11

Section 2 - Supplemental Instructions for Completing Schedules and Deliverables

Overview of Supplemental instructions Section 2 — Page 1
Performance Measures Section 2 — Page 2
R-Schedules and Supplemental Schedules Section 2 — Page 4
Five Year Capital Forecast Section 2 - Page 8
Detail Budget Section 2 — Page 13

Section 3 — Appendix of Schedules and Deliverables
(see Excel file FPL_2009PingProc_Sec3_Apndx.xls)

Incentive Plan (Performance Measures) Section 3 - Incentive Pian
R-Schedule Section 3 — R-Schedule
Charges to Other Business Units Section 3 — Schedule 1
Charges to Affiliates Section 3 — Schedule 2
Charges from Affiliates Section3 — Schedule 3

Table of Pay Periods Section 3 — Pay Periods
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AND SUBSIDIARIES
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Florida Power & Light Company
2009 Planning Process

Guideline
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Section 1

General Instructions
for Developing
Business Plans, Budgets and
Presentation
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FLORIDA POWER & LIGHT COMPANY

AND SUBSIDIARIES
DOCKET NO. 080677-E|
MFR NO. F-0 5
ATTACHMENT 08 of 09
Page 4 of 50
2009 Planning Process Calendar
ltem #| Date | Day Deliverable Comments
1 | 28-Apr| Mon |Planning assumptions issued. . &ﬁi to all business units by Cerporate
2 |21-May| Wed [2009 Planning Process Guideline issued. * g;z\gifsé 1o all business units by Corporate
Presentation materiais for the Jun 20" Strategic - g g q
3 16-Jun | Mon |Planning Meeting and updated R-Schedules due | gglgﬁrgxﬁ§1?§;::; 1, Page 7
to Corporate Budgets. ! ’
Strategic Planning Meeting . . . . .
4 20-Jun | Fri |Business units present to Budget Review . gzzif;:u?r:emnear:;?:smesiz:qItsbage 7
Committee. Sect ) .
Presentation materials for the July Budget
5 7.0u | Mon Review Meeting with A. Qlivera (date to be « Applies to all business units.
) determined) and updated R-Schedules due to = See requirements in Section 1, Page 8.
Corporate Budgets.
Budget Review Meeting . . ) .
8 14-Jul Fri |Business units present to Budget Review . g?gﬁ?ﬁ%ﬂiﬁ?ﬁ;ﬁi 1, Page 8
Committee. ' '
Presentation materials for the Aug1®' Budget . . . ;
7 28 Jul | Mon |Review Meeting with J. Robo and updated R- . g:"res ;?r::,lnz::ﬂis;:c'};g 1 Pages 8-9
Schedules due to Corporate Budgets. eq - ag :
Budget Review Meeting . . . .
3 1-Aug Fri  |Business units present to Budget Review . gz;e)hres L?r:m:zr:?ss un‘:ctii 1 Pages 8.9
Committee &d rreg ’
Presentation materials for the Aug27" Final . . .
. . s Applies to all business units.
9 | 20-Aug| Wed [Budget Review Meeting and updated R- . - ) .
Schedules due to Corporate Budgets. =l [ At J T (et
Final Budget Review Meeting . . . )
10 |27-Aug| Wed jBusiness units present to Budget Review . gg‘::ﬁr?mﬂ&?:gﬁg :q'ts}:',age 8
Committee. '
Data Submissions due to Corporate Budgets:
v Finalized R-Schedules
» Supplemental Schedules
= Performance Measures
» Five Year Capital Forecast ] ]
1 3-Sep | Wed : Detail budgets for Aug — Dec 2008 » Applies to all business units.

Detail budgets Jan — Dec for 2009, 2010 and
2011

= Detail budgets include: O&M base, O&M
clauses, Non-clause fuel, Below the Line,
Revenue Enhancement, Capital base,
Capital clauses, Work force

See requirements in Section 2.

Section 1 - Page 1
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FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NO. 080677-E|

MFR NO. F-05

ATTACHMENT 08 of 02

Page 5 of 50

Budget Review Committee

The Budget Review Committee for the 2009 planning cycle will include the following
individuals:

« FPL Group Chairman & Chief Executive Officer — Lew Hay (1)
« FPL Group President & Chief Operating Officer — Jim Robo (2)
« FPL President — Armando Olivera (3)

» FPL Group Senior Vice President Finance and Chief Financial Officer —
Armando Pimentel (3)

. FPL Vice President Accounting and Chief Accounting Officer — Mike Davis (3)
+« FPL Vice President Finance — Bob Barrett (3)

. FPL Group Senior Vice President Strategy, Policy and Business Process
Improvement — Chris Bennett (3)

(1) August 27" meeting only
(2) August 1% and August 27" meetings only
(3) June 20" July TBD, August 1, and August 27" meetings

Section 1 - Page 2
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FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NOC. 0BD877-E|

MFR NO.F-05

ATTACHMENT 08 of 09

Page 6 of 50

Business Plan Development

This section provides the requirements for the development of business plans.

All business units are required to prepare a business plan and submit the plan to
Corporate Budgets (see Calendar items 3 through 10, Page 1).

The business plan must contain the following sections:

1. Alignment with Corporate and Business Unit Priorities

The purpose of this section is to show how the business unit's plans support both
corporate and business unit priorities. The corporate priorities are the Strategic
Imperatives provided at the end of Section 1 (Section 1 - Page 11).

List each of the priorities supported by your unit, using a format similar to the example
below. Next, identify the related critical success factor(s). Then list those elements of
your business plan that support the listed priority and success factor(s). Business plan
elements may include an ongoing activity, a specific project, an incremental effort, the
achievement of a specific target or cbjective, etc. Next to each business plan
element, list the driver(s) that influence the identified business plan element.

Transmission Business Unit
Corp/ Unit Critical Success Business Plan
Priority Factors Element Drivers
- Maintain refiability - Availability of O&M
- Meet FERC/NERC and capital resources
Provide standards - Compliance with
excellent Improve reiiability - Meet FERC FERC, NERC, FPSC,
customer and outage Transmission reg'ts and FRCC
service management for wholesale - Emerging issues
customers from aging
- Deploy more digital infrastructure
relays

2. External Business Scan

The purpose of this section is to provide an assessment of external influences on your
business plan. Include an analysis that identifies relevant business, regulatory,
political, and social issues that may impact your plan, either favorably or unfavorably.
Include a discussion of how the business unit plans to leverage favorable and
counteract unfavorable external influences.

Section 1 - Page 3
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AND SUBSIDIARIES

DOCKET NO. G80677-El

MFR NO. F-05

ATTACHMENT 08 of 09

Page 7 of 50

3. Assessment of Business Unit Capabilities

The purpose of this section is to evaluate your business unit's strengths and
weaknesses, and to provide an assessment of your unit’s ability to carry out the
business plan. Include an analysis that identifies any gaps in resources, processes,
skills, etc., and explains how the gaps will be addressed.

Review the external business scan (item 2), and consider any opportunities or threats
that will impact your ability to execute your business plan.

4. Historic Performance and Benchmarking Analysis

The purpose of this section is to explain performance measure trends over time and
relative to the performance of comparable business entities.

Provide an analysis of your unit's historical performance for relevant performance
measures. Include at least five years of performance if the data is available.
Performance measures should be hoth financial {cost) and operational (quality).

Provide benchmarking comparisons for each performance measure where the data is
available. Indicate the entry point for the top quartile of the benchmarked group. If
your unit's performance is below the top quartile entry point, provide an analysis of
how the gap can be closed, inciuding an estimate of resources and time required.

8. Cost and Performance
Base Scenario:

The purpose of this section is to identify the base resource requirements needed to
support your key activities and processes and the associated indicators used to
measure performance.

List key activities and processes that represent the core business functions of your
business unit. The items listed should be consistent with how the business unit is
managed. The identification of key activities and processes is subjective. Apply
judgment to limit the list to between five and seven items if possible.

For each activity and process identified, provide the corresponding resource

requirements and performance measures, using a format similar to the following
example.

Section 1 - Page 4
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FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES
DOCKET NO. 080677-E

MFR NO. F-05
ATTACHMENT 08 of 09
Page 8 of 5O
Activity /| Performance Retourcs 2008 2087 2008 May 2008 2008 W0 w0 0141
Process Measure Type Actual Actual Budget YT Estimate Reoquast Foretast Forecast
Base O3M 335 $38 $40 416 533 $42 43 45
ECCR O&M $2 32 $2 51 $2 $3 $3 $3
Tolal Below-lhe-Line 3 $1 1 50 51 1 32 $2
Base Capital $6 510 $12 $5 ESL) $12 kE] $id
ECRC Capliat $0 52 33 $1 3 JS_G 30 36
FPL Emps 260.0 2800 260.0 263.0 2700 2800 792 0 295.0
Base OEM 20 %21 ¥z 39 521 5] [ 524
Ll A Base Capilat $0 32 $3 51 $2 $3 32 $4
ECRC Capital 50 32 33 31 32 36 $5 $6
FPL Emps 1000 1t0.0 1100 1020 1050 1100 112.0 115.0
Bazs GIM $10 £11 312 35 $11 §12 $12 $13
] A ECCR Q&M $2 $2 $2 31 32 33 3 3
Base Capital % 38 59 M 39 £9 $10 510
FPL Emps 90.0 85.0 85.0 77 80.0 85.0 90.0 900
Baso OLM $5 L] $6 $3 $5 $7 $7 §8
3 c Below-lhe-Line $1 31 31 30 bl $1 $2 32
Base Capital $0 $0 $0 0 0 $0 S0 $0
FPL Emps 80.0 85.0 85.0 B840 85.0 85.0 90.0 90.0

For each activity / process identified, include operating expenditures, capital
expenditures, and FPL head count for the following periods:

Two years of history - 2006 and 2007
Current year budget - 2008

Year to date actual - 2008

Current year estimate - 2008
Budget year request - 2009
Two forecasted years - 2010 and 2011

Include one or more performance measures per activity / process as appropriate.

Note, O&M and capital expenditures must be stratified into each of the following

categories that apply to the unit's resource requirements:

Operating Expenditures
Base Q&M

ECCR C&M
ECRC O&M
Fuel Clause
Capacity Clause
Non-clause Fuel
Below the Line

Revenue Enhancement Expenses

Section 1-Page §

Capital Expenditures

Base (Net)

ECCR

ECRC

Deferred Expenditures (Net)
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Alternate Scenarios:

The purpose of this section is to identify alternative strategies for the accomplishment
of the key activities and processes.

Propose alternative levels of spending (up-list / down-list) and show how each

alternative impacts the performance measures. Provide a balanced analysis of both
the favorable and the unfavorable outcomes assoclated with each alternative.

Section 1 - Page 6
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Business Plan Presentations

For this year's planning cycle, four meetings will be conducted for the business units to
present their business plans to executive management.

1. Strategic Planning Meeting

In preparation for the Strategic Planning Meeting, all business units must submit
business plan presentations to Corporate Budgets by Monday, June 16" (see
Calendar ltem 3).

The following business units are required to make a formal business plan
presentation to the Budget Review Committee on Friday, June 20" (see Calendar
ltem 4). Specific times for each business unit will be communicated later.

Nuclear

Power Generation

Distribution

Transmission

Customer Service

Information Management

Engineering & Construction / Corporate Services
Project Development

Human Resources

- L] L] L] - - L] L] L ]

The business plans, of business units not presenting, will be summarized by
Corporate Budgets for review by the committee.

The purpose of this meeting is to ensure appropriate business unit support for
corporate and business unit priorities, identify external influences, discuss business
unit capabilities, review performance trends, and provide senior management with
alternatives for the deployment of limited resources.

Presentations should focus primarily on items 1 through 5 of the Business Plan
Development section of this guidefine. In particular, propose alternative levels of
spending and show how each alternative impacts the performance measures. Provide
a balanced analysis of both the favorable and the unfavorable outcomes associated
with each alternative. Also, identify and discuss internal and external business factors
that can influence the outcome of key performance measures and their impact on
O&M, capital and workforce resources.

The Budget Review Committee may develop a list of questions / issues to be

addressed at the Budget Review Meeting in July. The list of questions / issues will be
communicated directly to each business unit.

Section 1 - Page 7
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2. Budget Review Meeting ~ July {date to be determined)

In preparation for this Budget Review Meeting, all business units must submit updated
business plan presentations to Corporate Budgets by the date to be determined in
July (see Calendar ltem 5).

All business units are required to make a formal business plan presentation to the
Budget Review Committee, led by Armando Olivera on the date to be determined in
July (see Calendar ltem 6). Specific times for each business unit will be
communicated later.

For this meeting, presentations should focus primarily on items 4 and 5 of the
Business Plan Development section of this guideline, and should reflect any changes
resulting from the June 20" review meeting. Additional guidance on the development
of presentations may be provided closer to the meeting date.

The Budget Review Committee may develop a list of questions / issues to be
addressed at the Final Budget Review Meeting on August 1%. The list of questions /
issues will be communicated directly to each business unit

3. Budget Review Meeting - August 1%

In preparation for this Budget Review Meeting, all business units must submit updated
business plan presentations to Corporate Budgets by Monday, July 28" (see
Calendar ltem 7).

All business units are required to make a formal business plan presentation to the
Budget Review Committee, led by Jim Robo, on Friday, August 1* (see Calendar ltem
8). Specific times for each business unit will be communicated fater.

For this meeting, presentations should focus primarily on items 4 and 5 of the
Business Plan Development section of this guideline, and should reflect any changes
resulting from the July review meeting. Additional guidance on the development of
presentations may be provided closer to the meeting date.

Following the August 1¥ Budget Review Meeting, the FPL President will approve a
base case scenario for each business unit. This will be the base case for the business
plan presentation to the Budget Review Committee on August 27" (see Calendar
Items 9 and {10) and the data submissions due to Corporate Budgets on September
3" (see Calendar Item 11). An approved base case will be communicated directly to
each business unit.

Section 1 - Page 8
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The Budget Review Committee may develop a list of questions / issues to be
addressed at the Final Budget Review Meeting on August 27™. The list of questions /
issues will be communicated directly to each business unit.

4. Final Budget Review Meeting

In preparation for the Final Budget Review Meeting, all business units must submit
updated business pians to Corporate Budgets by Wednesday, August 20" (see
Calendar item 9).

The following business units are required to make a formal business plan
presentation to the Budget Review Committee on Wednesday, August 27" (see
Calendar ltem 10). Specific times for each business unit will be communicated iater.

Nuclear

Power Generation

Distribution

Transmission

Customer Service

Information Management

Engineering & Construction / Corporate Services
Project Development

Human Resources

The business plans, for business units not presenting, will be summarized by
Corporate Budgets for review by the committee.

The purpose of this meeting is to allow management to make final trade-offs between
business units and to finalize business unit resource and performance targets.
Presentations should focus primarily on items 4 and 5 of the Business Plan
Development section of this guideline, and should reflect any changes resulting from
the August 1% meeting. Additional guidance on the development of presentations may
be provided closer to the meeting date.

Section 1 - Page 9
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Overview of Data Submissions

This section provides an overview of the requirements for final data submissions. All
business units are required to dprovide the following data schedules to Corporate Budgets
by Wednesday, September 3" (see Calendar ltem 11).

¢ Resource Summary (R-Schedule*) that includes:
- estimated expenditures and work force for the current year
- requested expenditure and work force for the budget year
- projected expenditures and work force for two projected years

¢ Supplemental Schedules that include:
- charges to other business units
- charges to and from affiliated companies

s Detail Budgets that include:
- remaining monthly cash flows for the current year (Aug - Dec)
- monthly cash flows for budget year (Jan — Dec)
- monthly cash flows for two projected years (Jan — Dec)
- Detaif Budgets: O&M base, O&M clauses, Non-clause fuel, Below the Line,
Revenue Enhancement, Capital base, Capital clauses, and Work force
¢ Five Year Capital Forecast that includes:
- first three years: monthly project cash flows
- final two years: annual project amounts

s Performance Measure Worksheet that includes:
- estimated performance for the current year
- proposed indicators and performance targets for the budget year
- projected indicators and performance for two projected years

All schedules must tie to the resource levels approved at the Final Budget Review
Meeting on August 27". Because the volume of data due on September 3" is substantial,
units are strongly encouraged to begin updating the schedules based on the resource
levels approved at the Aug‘ust 1% meeting, then incorporating any changes resulting from
the meeting on August 27"

For additional guidance, see Section 2 — Supplemental Instructions for Compieting
Schedules and Deliverables.

* Note: finalized R-Schedules are due September 3" However, interim R-Schedules

must be completed on the same dates that review meeting presentation materials are
due to Corporate Budgets (see Calendar ltems 3, 5, 7 and 9).

Section 1 - Page 10
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FP&L Strategic Imperatives and Critical Success Factors

FPL

Provide excellent customer service

- Betfter understand exactly what our customers need/want

—  Further improve reliability and outage management, including outage duration, frequency and
mormentaries

- Need to pay particular attention to "outliers”, e.g. high number of outages, high number of momentaries,
areas with large number of customer complaints

- Prompt and efficient resolution of customer complaints

improve our image with customers, regulators and politicians
- Better leverage our accomplishments and image

Explore ways of mitigating fuel price volatility for our customers
- Continue to pursue fuel diversity and reliability
—  Explore alternative hedging strategies

Develop and execute upon a flexible, comprehensive regulatory strategy which:

- Responds to the changing paradigm in the state regarding CO2 mitigation, renewables, energy
efficiency and conservation, hurricane resilience and new nuclear

- Ensure investors are appropriately rewarded for investrments addressing these changes

- Minimizes customer bill impacts

Become much more effective in the regulatory/political arena

Effectively prepare for and achieve a successful outcome from the 2009 rate case

Pursue low carbon emitting generating technologies in the new generation plan

— Execute on new gas plant plan

—  Explore feasibility of re-powering existing sites

— Move quickly on renewables; waork with suppliers to address Florida-specific needs (e.g., hurricane
resilience} and drive down costs

- Make significant progress on nuclear up-rates and new nuclear

- Include expected future CO2 prices in all decision making

Section 1 - Page 11
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FP&L Strategic Imperatives and Critical Success Factors
(continued)

Explore cost effective ways of expanding FPL’s industry leading energy efficiency and conservation

pregram

- Design a regulatory structure for energy efficiency and conservation which creates the right incentives
for all stakeholders

- Create new and redesigned energy efficiency programs to increase customer penetration and reduce
usage _

Accelerate progress on Turkey Point nuclear improvements

Step-up focus on new growth opportunities

- Expand FPLES; explore making energy efficiency a business opporiunity
- Grow wholesale generation business

- Pursue gas infrastructure opportunities

Continued emphasis on improving O&M productivity and driving operational excellence

Explore ways to lower cost through greater deployment of capital and technology

Pursue widespread deployment of Smart Grid technology, including automated meters (AMI)
A key enabler for both improving customer service and increasing energy efficiency

Section 1 - Page 12
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Florida Power & Light Company
2009 Planning Process

Guideline
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Supplemental Instructions
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Required Schedules and Deliverables
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Overview of Supplemental Instructions and Appendix

Section 2 of the 2009 Planning Process Guidelines provides instructions for preparing the
schedules and the deliverables identified on Section 1 — Page 10 of the guideline.

There are several new or modified planning and budgeting requirements this year. To
assist you in identifying these changes, special symbols have been provided in the right
hand margin throughout the Supplemental instructions.

In addition to the on-line deliverables, there are three supplemental data schedules
{blank forms) that must be prepared. These schedules are included in Section 3:
Appendix of Supplemental Schedules and Deliverables file:
FPL_2009PIngProc_Sec3_Apndx.xls).

Each schedule in the appendix includes sample entries for illustrative purposes only. All
of the schedules are formatted to print to legal size paper.

At the end of the appendix is a table linking pay period closing dates and pay days to the

appropriate budget month. This information will be needed in order to properly cash flow
the detail payroll budgets.

Section 2 — Page 1
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Performance Measures

General:

e The annual budgeting and planning process requires each business unit to develop and track business
unit level performance measures throughout the year.
e Al Business Unit Performance Measures are submitted in a format consistent with the exhibitinthe Ngpw
Appendix.
e New for this year, Corporate Budgets will issue a pre-formatted Performance Measure Worksheet 1o
each business unit. The worksheet will feature print macros developed in response to senior
management's request for different views of the worksheet at different stages of the review and
approval process. Units will be able to add and delete performance measures per the instructions in
the worksheet.
e Ali completed Business Unit Performance Measures Worksheets are to be filed in a specific directory

{see Accessing and Submitting Performance Measure Worksheets below).

Completing the Performance Measure Worksheet:

+ Your submittal should be in the prescribed format, using the pre-formatted Perfermance Measure
Worksheet provided by Corporate Budgets (see exhibit in the Appendix).
= Divide your measures into three groups:

¢ operating measures
¢ milestone measures, and
¢ cross-functional measures.
e Inyour initial submittal:
e Provide actual performance for 2003 through 2007
= Provide a year-end estimate versus your current 2008 targets.
= |dentify your proposed measures and targets for 2009 through 2011.

e inyourfinal submittal {(early 2008):.

= Provide a year-end actual versus your current 2008 targets.

= |dentify your approved measures and targets for 2008 through 2011.

Section 2 - Page 2
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Accessing and Submitting Performance Measure Worksheets:

REMINDER

General 6@

Completed 2008 - 2009 Business Unit performance measure worksheets are to be filed in a specific
directory accessible on the path WGOXSFO1\GOFINS\BUDGETS\perf0808\init, where unitis the
abbreviation for your business unit {e.g. im for Information Management).

The most recent copy of each unit's performance measure worksheet can be located on the path
WGOXSFO\GOFINS\BUDGETS\perf0708\unit However, this copy is for information only. For your
submittal, use the pre-formatted Performance Measure Worksheet provided by Corporate Budgets.

Connecting to your diractory

To access your unit's directory, open Windows Explorer, click on Tools, then click on Map Network
Drive. Map an available drive to WGOXSFO\GOFINS\BUDGETS. (Note: the Path is not case
sensitive.).

All of the folders in WGOXSFONGOFINS\BUDGETS will be listed; however, you will only have access
to your business unit's directory.

Access to your unit's directory is based on an approved SLID ID.

It is suggested that the number of individuals authorized to access this directory be kept to a minimum,
as a means of controlling current versions of documents.

To request access to your unit's directory, send the name of the individual, the SLiD 1D and the
business unit name to the Corporate Budgets Manager (email - Dan Reilly/FNR/FPL),

Section 2 - Page 3
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R-Schedule & Supplemental Data Schedules

General Requirements:

s The annuai budgeting and planning process requires each business unit to provide:
= Anupdated R-Schedule which includes:
¢ an estimate of expenditures and equivalent work force for year-end 2008,
¢ funding and work force requirements for 2009, and
¢ forecasted funding and work force requirements for 2010 and 2011.
»  Supplemental Data Schedules which include:
¢ Charges to other business units
¢ Charges to and from affiliates
e The R-Schedules are distributed and updated using the FPL SEM planning and forecasting tool.
s Supplemental Data Schedules will conform fo the examples provided in the Appendix and will be
placed in a specific directory.

Completing the R-Schedules: NEW
General @

e New for this year, interim R-Schedules are due on the same calendar dates that presentation materials
are due to Corporate Budgets in advance of each of the scheduled review meetings (see Section 1 -
Page 1, 2009 Planning Process Calendar, ltems 3, 5 and 8).

e Inearly 2009, all 2008 year-end estimates will be updated with actual results for all financial and work

force categories.

R-Schedule Data Entry Instructions

s Enter all required financial information in thousands of doliars.

¢ Provide a year-end 2008 estimate for the following:
= Al budgeted expense types and work force types
= Any unbudgeted expense types and work force types, if appropriate.
=  Memo - Gross Payroll Dollars

s Provide funding requirements for all expense types and work force requirements for all employment
types for 2009 through 2011 (see separate discussion of expense types and work force types in the
following section).

Section2 - Page 4
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s A biank R-Schedule facsirnile is provided in the Appendix for your convenience. However, it may not be
submitted. The on-line FPL SEM planning and forecasting toal must be used.

Expense Types
s Forthe following expense types, enter the net total cost to be charged to your budget by your unit AND
any other unit{s). These costs should represent charges to FPL Utility only.
s 1-Base O&M
= 2-ECCR (Energy Conservation Cost Recovery Clause)
v 4.08&M Fuel (Clause)
v 5-0&M Capacity (Clause)
= 5-Belowthe Line
» B-ECRC (Environmental Cost Recovery Clause)
»  9-0&M NR Fuel (not recoverable through the Fuel Clause)
= A-Capital Base
= B-Capital ECCR (Energy Conservation Cost Recaovery Clause)
= F- Capital Non-Regulated
» H-Capital ECRC (Environmental Cost Recovery Clause)
= N-Cther Expenses
» V-Revenue Enhancement Capital
= R-Revenue Enhancement Revenue
= S-Revenue Enhancement Expense
¢ The following expense types/categories have special definitions
= 7-Redirected Expenses
% Include all resources under your unit's control that will be charged to other units, within FPL

utility, via work order translations.

<

This category is sometimes referred to as the Clearing expense type.
% Do not include what would be considered internai-Clearing occurring within your own business
unit.
= G-Inter-company Expenses
9 Inclyde all resources under your unit's control that will be charged to any of FPL Group's
subsidiaries, other than FPL utility, via work order translations.
¢ Do not include costs associated with Affiliate Fees.

Section 2 -Page 5



Docket No. 080677-El
Planning Process Guidelines
Exhibit REB-2, Page 22 of 50

FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NO. 080677-El

MFR NO.F-05

ATTACHMENT 08 of 09

Page 22 of 50

= Memo: Gross Payroli Dollars
¢ Include the gross FPL utility payroll for your business unit, regardless of where it will be
charged (corresponds to payrell EACs 801 through 808 and 820 through 822).
¢ Do not include payroll charged to you from other units or non-utility entities.

Equivalent Work Force Types
e For the following work force types, enter the number of FPL utility employees that will be 106'd to your
business unit, on December 31, of each year. (Headcount as of last day of the year.)
= FEX - FPL Exempt Employees
= FEP - FPL Exempt Part-Time Employees (.5 each)
=  FNX - FPL Non- Exempt Employees
=  FPT - FPL Non-Exempt Part-Time Employees (.5 Each)
= FBVY - FPL Bargaining Unit Employees
e For the following work force types, enter the expected full time equivalent utilization, for each calendar
year. (Average headcount over the course of the year.)
= FTTE - FPL Full-Time Temporary Employees
=  FOT - FPL Overtime Equivalent Employees
s TMP - Temporary Employees
=  CON - Contractor Employees
* FTE formula = total hours to be worked in the year + 2,080 man-hours in a year

Completing the Supplemental Data Schedules:

General
o There are three Supplemental Data Schedules.

s« Schedule 1: Charges to Other Business Units (Expense Type 7)

s Schedule 2; Charges to Affiliates (Expense Type G and Unit Service Agreements)

= Schedule 3; Charges from Affiliates REMINDER
e Formats for each Supplemental Data Schedule are included in the Appendix

= Enter the name of the unit and the name of the preparer in the spaces provide

= Enter all data in thousands of dollars.

= Shaded cells will calculate automatically.

=  Check for mathematical integrity when inserting, deleting or moving rows, etc.

= Use the schedules as provided in the appendix or create your own styiized versions.

Section 2 - Page 6
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= Unit versions of supplemental schedules #1 through # 3 must include all information elements as
shown in the examples in the appendix.

= Itis not necessary to number each activity or item as illustrated in the sample data.

= Ensure all “"dummy” data has been removed from any schedule being submitted.

= Submit completed schedules as individual worksheets or together in a work book.

= If submitting completed schedules as a work book, delete any schedules not used.

= Identify the unit and schedule(s) when naming a file or work book.

= Completed Supplemental Data Schedules are to be placed in a specific directory
=  The directory is accessible on the path GOXSFO1\GOFINS\BUDGETS\perf0809wnit, where unit
is the abbreviaticon for your business unit (e.q. im for Information Management).
= For instructions on how fo access the directory, refer to Section 2 — Page 3 Connecting to your

directory.

Schedule 1: Charges to Other Business Units

o Idertify 2009 expenditures incurred by your business unit, but reflected in another business unit's
budget (your unit's expense type 7)

e Totals should tie to the R-Schedule

Schedule 2: Charges to Affiliates
e Expense Type G - Inter-Company Expenses
» Identify the amount to be direct-charged to each subsidiary through the FPL financial system, and
provide a description of the nature of the charges.
= Note: FPL-E typically accepts only payroll charges through FPL's financial system. However,
certain recurring transactions, such as insurance premiums, customarily charged to FPL-E via
Expense Type G should be budgeted on Schedule 3a.
» Totals should tie to the R-Schedule
= Service Agreement Fees
= This category applies only to Energy, Markets & Trading; Information Management, the Power
Generation Division; and the Nuclear Division.
= |nclude the value of services provided to affiliates, recovered dallar for dollar via the fee
arrangement. Do not include the credit offsets from the affiliate, or the overheads recovered in
Accounting Location 10.
= No corresponding R-Schedule data
e Prepare a separate schedule for each year: 2009, 2010 and 2011.

Section2 -Page 7
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Schedule 3; Charges from Affiliates
s Identify the fully loaded charges to be incurred from each affiliate, by expense type

¢ Prepare a separate schedule for each year: 2009, 2010 and 2011.

s No corresponding R-Schedule data

Five Year Capital Forecast

General Requirements:

¢ The annual budgeting and planning process requires each business unit to provide:

An updated Five Year Capital Forecast which includes:
¢ an estimate of capital expenditures for year-end 2008,
¢ funding requirements for 2009 through 2013

s The Five Year Capital Forecast is distributed and updated using the FPL SEM planning and forecasting
tool.

s Special requirements

REMINDER

Demolition and Removal Costs for a major project @
¢ must be budgeted in a separate sub-activity

¢ the words Demolition or Removal must appear in the sub-activity name and description

Land Held for Future Use

¢ must be budgeted in a separate budget activity or sub-activity, and

¢ the words Future Use must appear in the activity name and description

Units must submit a list of major project retirements

¢ Individual items of property with historical costs of $10 million or more

¢ |dentify the month and year (2008 through 2013) of retirement

Completing the Five Year Capital Forecast

General

s The format of this year's Five Year Capital Forecast is the same as last year

s The threshold for identifying a Major project remains at $10 million.

Section 2 — Page 8
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Overview
¢ The primary function of the Five Year Capital Forecast is to provide a projection of capital expenditures
for the Finance Department's financial forecasting model.
e All capital expenditures are to be forecasted using a budget activity (also known as a budget item).
»  Capital budget activity (BA) numbers are in the five digit format C 0 # # # .
= Under certain circumstances it may be necessary, or desirable, to break a BA into sub-activities.
0 The capital sub-activity (SA) format is six characters, combining alphas and numerics at the
discretion of the business unit.
9 If no SA is specified, six zeros are assigned as the default SA.
s BAs and SAs are "defined" by certain characteristics.
= All amounts budgeted under a particular BA or SA must represent expenditures that are consistent
with the definition of that BA or SA.
» The characteristics of a BA or SA include the following:
FERC function code
in-service date
expense type
AFUDC eligibility
depreciable/non-depreciable status
plant site (generation business units only), and

S D S S B D

Major / minor designation.
¢ BAs and SAs are designated as either Major or minor.
= A specific project is considered a Major project when the total cost over the life of the project is
$10 million or more.
o A Major project requires a specific BA number unique to the project.
& For example, the West Count Energy Center 1 & 2 project is BA 007686.
&  Stratify a Major project (Major BA) into sub-activities (Major SAs) for the following
cohditions:
» when a Major BA comprises individual sub-projects that have individual total life
time costs of 310 million or more
» when the sub-projects have different in-service dates, regardless of their
respective sub-project cost
¥ to identify demolition or removal costs
{o identify land held for future use
» whenthe business unit finds a further breakdown to be a meaningful way to

v

forecast the project.

Section2 —Page 9
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= Aspecific project is considered a minor project when the total cost over the life of the project is

less than $1

0 million.

¢ A miner project may be budgeted under a specific BA, or

¢ A minor project may be grouped with similar capital expenditures under a so called

blanket minor BA, such as
» BA 00691 (Office Fumniture, Fixtures and Equipment), or
» BA QD001 (Miscellaneous Forecast Projects).

& The avaitability of blanket minor BA 00001 permits many business units to forecast

much of their capital requirements under a single BA/SA, assuming there are no Major
BAs to be considered.
» To forecast minor projects that have the same FERC function, use blanket minor

BA

00001
00001
00001
00001
00001
00001
00001
00001
00001
00001

BA 00001, in conjunction with the appropriate SA, per the table below.

Exception: The two generation business units need an individual blanket minor for

each plant site {see BA Definitions and Plant Site table in the Reference section at

the end of this document.)

SA

000001
000002
000003
000004
000005
000006
000007
000008
000008
000010

FERC
Function

OO~ ~AWKN 2

FERGC Function Description

Steam Generation
MNuclear Generation

Qther Generation
Transmissicn
Distribution-L.ine
Distribution-Substation
Buildings

General Plant Equipment
Transportation Equipment
Intangible Plant

When budgeting any capital expenditures, 1t is important to ensure that the definition of the BA or SA

accurately describes all of the capital expenditures budgeted or forecasted under that BA or SA. if not,

then the expenditures should be allocated to two or more BAs or SAs as necessary. (See also the Data

Confirmation section below).

Note: The Five Year Capital Forecast folders and the Detail Budget Planning folders are independent,

that is, updating one does not update the other. Consequently, it will be necessary for the business

units to ensure that the annual totals and monthly cash flows in both systems reconcile with each cther.

Section 2 — Page 10
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The two cash flows will be considered reconciled if the difference for any given month is less than
$1,000. Annual totals should be within $10,000 of each other.

Five Year Capital Forecast folder Data Entry Instructions
e Enter all required information in whole dollars.
e For each BA/SA
» Provide a year-end estimate for 2008. Enter an annual amount in December.
* Provide morthly cash flows for your 2009 budget.
=  Provide monthly cash flows for your 2010 and 2011 forecasts.
= Provide a forecast for 2012 and 2013. Enter an annual amount in December.

Data Confirmation

* In order for the Finance Department's financial mode! to make intelligent use of the forecasted BA/SA
cash flows, it must have access to non-quantitative information such as the associated FERC function,
in service date, depreciation status, etfc.

» Al of the non-quantitative information used in the forecast will be obtained directly from the definitions
in the BA/SA tables.

» Since the accuracy of the forecast depends on the non-quantitative information being correct, it will be
necessary for all units to perform the following steps prior to the due date for completing the
workbooks (see 2008 Planning Process Calendar ltem 10):

» access the BA/SA Table using the Lotus Notes facility

» find all of the forecasted BAs and SAs listed in your Five Year Capital Forecast folder
= confirm the data associated with each of those BAs and SAs is correct

= if any data in the BA/SA Table is not correct, modify the BA/SA

s The Data Confirmation procedure is not necessary if you are using blanket BA 00001 or blanket SAs
0000001 through 000010, as they are already correct. Do not attempt to change these BA/SA
combinations.

« The BA/SA definition section below may assist you in completing the Data Confirmation step.
=  Function:

¢ The FERC Function. A single digit code describing a classificaticn of expenditures under the
FERC System of Accourts. See "Use of the Minor Blanket BA 00001" above for a table of the
codes.
= Depreciation:
¢ "D if depreciable, "N" if non-depreciable. "A" if amortizable. Land is the only expenditure that is
non-depreciable. Land should be in a separate BA or SA with a code of "N.“

Section 2 — Page 11
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Expense Type:

&  Analpha code to further describe the type of expenditure within the capital budget type (A =
Base, B = ECCR, F = Non regulated (below-the-line or FPL Group) H = ECRC, V = Revenue
Enhancement)

MajorfMinor:

¢ Capital "M" f Major, blank if minor. A Major BA represents a specific project with a total life of
the project cost of $10 million or greater. See the "Cverview' section abave for further
information.

Plant Site:

4 Athree digit code. Applies primarily to Plant Engineering & Construction, Power Generation
and Nuclear. Expenditures pertaining to a specific plant site must be budgeted in a BA or SA
unique to that site, per the table below. For all other expenditures use default plant site 000.

AFUDC:

¢ Indicates eligibility for an accounting treatment known as Allowance for Funds Used During
Construction. Used for Major BAs and SAs only. Check with your Accounting Business Unit
Representative to make the determination. "Y" if yes. "N" if no.

In Service Date:

¢ The date the project will be completed and go into service. Used for Major BAs and SAs only.
Not applicable for miscellanecus projects under BA 00001,

Plant Site Code Plant Site Code Plant Site

Cutler 131  Cape Canaveral Modernization 4180  Martin #1, #2, #3 & #4

Riviera #1 & #2 140  Turkey Point Old 182  Martin #8

Riviera Modemization 141 Turkey Point #5 185  Martin Gas Pipeiine

Putnam 146  Turkey Point #6 186  Martin #7

Sanford #3 147  Turkey Point #7 190  ‘West County Energy Center #1 & #2
Sanford Repowered #4 & #5 148  Turkey Point Commen #6 & #7 191 West County Energy Center #3
Fort Lauderdale 150 St Lucie Commaon 500 SJRPF#1&#2

Fort Myers Cld #7 & #2 151 St. Lucie #1 501 SJRPP Coal Car

Fort Myers Repowered #1 & #2 152  St. Lucie #2 502 SJRPP Switchyard

Fort Myers Peaking Units 160 St Lucie Wind 503 SJRPP Coal Terminal

Port Everglades 170  Manatee #1 and #2 305  Scherer #4

Cape Canaveral 171 Manatee #3

Section 2 — Page 12
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Detail Cash Flow Budgeting
General
. . . . . NEW
« The 2008 planning cycle requires each business unit to provide

=  expenditure detail budgets

¢ remaining monthly cash flows for 2008 (August — December)

¢ monthly cash flows for 2009 through 2011 (January - December)
= a monthly work force detail budget for 2009, 2010 and 2011

e Detail budgets will be loaded using the FPL SEM planning and forecasting tool.

Expenditure Detail Budgets
« Complete expenditure detail budgets will be prepared for the remaining months of 2008 and each
month of 2009 through 2011.
e Provide the following level of detail:
=  Budget Responsibility Code (BRC)
= Budget activity / Sub-activity (BASA)
= Expenditure Analysis Code (EAC)
= Expense Type
e Monthly cash flows are required for all years.
e Enterall information in whole dollars.
» Totals for each expense type should tie to the R-Schedule.

Work Force Detail Budget
e Awork force detail budget must be prepared for 2009, 2010 and 2G11 for each work force type that

appears on the R-Schedule.

e Ata minimum, units must prepare the work force detail budget at the business unit level. Units may
choose to prepare the detail work force budget at lower levels, if so desired.

« For the following work force types, enter the number of FPL utility employees that wili be employed by
your business unit, on the last day of each month. (Headcount as of last day of each month.)

» FEX - FPL Exempt Employees
» FEP - FPL Exempt Part-Time Employees (count as 0.5 each)
= FNX - FPL Non- Exempt Employees

Section 2 - Page 13
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FPT - FPL Non-Exermnpt Part-Time Employees {count as 0.5 Each)

FBV - FPL Bargaining Unit Employees

The December manth-end value for each manpower type for each year should tie to the R-
Schedule.

For the following work force types, enter the expected full time equivalent utilization, for each calendar

month. {Average headcount aver the course of each month.)

FTTE - FPL Full-Time Temporary Employees

FOT - FPL Overtime Equivalent Employees

TMP - Temporary Employees

CON - Contractor Employees

FTE formula = (total hours to be worked in the month) + (the number of workdays in the month x 8
hours)

The 12-month average for each manpower type should tie to the R-Schedule.

Section 2 - Page 14
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Additional Guidance for Budgeting 2009 - 2011 Detail

Payroll

A unit's gross payroll must be budgeted under the appropriate expense type and in the approptiate
800 fevel EACs. Use expense type 7-Redirected Expenses for payroll to be charged to other units, or
“cleared” to capital through a work order allocation (e.g., through an engineering order, or EQ). (See
also Transfer Out / Transfer In below.)

To differentiate the payroll associated with hours worked from other forms of compensation, use the
following payroll EACs as appropriate:

= 809 - Long Term Incentives and Deferred Compensation

= 820 - Performance Excellence Rewards Program (PERP)

s 821~ Payroll - Cther Earnings REMINDER
= 822 - Payroll - Lump Sum @

Budget for pay increases, per the 2009 Planning Process Economic Assumptions, which are issued
separately (see Section 1 - Page 1, 2009 Planning Process Calendar, ltem 1).

There will be 26 budgeted pay periods in 2009. Three pay periods will occur during the months of
March and August. All other months will have two pay periods. For more information on pay periods
and paychecks, refer to the Section 3 Appendix.

Expense Types

A detail budget must be prepared for each expense type that appears on the R-Schedule for 2009,
2010 & 2011.

The following expense types should be budgeted as appropriate.
Expenses

= 1-Base O&M

= 2-ECCR (Energy Conservatich Cost Recovery Clause)

»  4-0O&M Fuel (Clause)

=  5-0&M Capacity (Clause)

= &-Belowthe Line

= 7-Redirected Expenses (see Transfer Out / Transfer In below)
= 8-ECRC (Environmental Cost Recovery Clause)

Section 2 — Page 15
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»  9-0&M NR Fuel (not recoverable through the Fuel Clause)
»  G-Inter-company Expenses (see Transfer Out / Transfer In below)
s N-Other Expenses

*»  S-Revenue Enhancement Expense

Capital Expenditures

» A-Capital Base

* B-Capital ECCR (Energy Conservation Cost Recovery Clause)
= F-Capital Non-regulated

= H-Capital ECRC (Environmental Cost Recovery Clause)

= V-Revenue Enhancement Capital

Revenues

» R-Revenue Enhancement Revenue {budgeted as a credit)
Equivalent Work Force Types

= FEX-FPL Exempt Employees

« FEP - FPL Exempt Part-Time Employees (.5 each)

=  FNX - FPL Non- Exempt Employees

=  FPT - FPL Non-Exempt Part-Time Employees (.5 Each)

=  FBV-FPL Bargaining Unit Employee

= FTTE - FPL Full-Time Temporary Employees

« FCT - FPL Qvertime Equivalent Employees

=  TMP - Temporary Employees

= CON - Contractor Employees

Special Notes Regarding Expense Types:

= Use of expense type N is limited to Stores and Automotive expenses and certain Corporate Real
Estate expenses.

»  The assignment of revenue enhancement expense types S and V is determined solely by the
accounting treatment the actual transaction receives when recorded in the general ledger. Use of
expense types S and V is limited to existing revenue enhancemert programs in the following
business units; Engineering and Construction (Integrated Supply Chain), Marketing and
Communications, and Retail. Business unit propesals for new revenue enhancement programs
should be submitted to the appropriate Business Unit Accounting Advisor and Corporate Budgets
prior to the commitment of any corporate resources, the implementation of the pregram, or the
inclusion of required resources in the 2009 budgeting and planning deiiverables.
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* A unit planning direct charges to non-utility entities shouid budget 100% of its cash expenditures
in expense type G (see Transfer Out / Transfer In below). The Accounting Department will budget
for the recovery of associated corporate overheads.

=  Staff unit expenditures that are allocable to non-utility entities through the Affiliate Management
Fee should be budgeted 100% in Base O&M. The Accounting Department will budget for the
further aliocation of these costs at the corporate level.

»  Units with unit specific service agreement fee arrangements should budget both the Base O&M
expense and the required offset in a unique BASA, dedicated to the fee. The Accounting
Department will budget for the recovery of associated corporate overheads.

Transfer Out / Transfer in

There are three types of transfers employed to plan and track operating expenses that are under the
control of one crganizational entity, but are budgeted in a different crganizational entity.

* Business Unit to Business Unit

=  Budget Responsibility Code to Budget Responsibility Code (within a business unit)

= Company to Company

Business Unit to Business Unit: The unit providing the services should make debit entries only in

expense type 7, using normal payroll and non-payroll EACs. After all detail budgets have been
entered and approved, Information Management's Financial Systems group witl offset the debit entries
by generating credits in expense type 7, using 400 level EACs.

The unit that will receive the actual costs should budget the appropriate expense type (Base O&M,
ECCR, stc), using 300 level EACs for payrall and regular EACs for all non-payroll. It is a corporate
requirement that all between-unit transfers be budgeted by both the sending and receiving units. (See
example A)

Budget Responsibility Code to Budget Responsibility Code: Within-unit transfers are budgeted in
the same manner as unit-to-unit transfers described above, using expense type 7. However, planning
and tracking of within-unit transfers is optional. A unit may elect to eliminate internal transfers, limit
transfers to certain roll-up levels and above, or aliow transfers to ocour at the BRC level. To ensure the
actual within-unit transfers will be recorded consistent with the pian, contact Information Management's
Financial Systems group, and ask them to turn off the transfer mechanism, or reset it to a certain roll-
up level. The default setting will create within-unit transfers at the BRC level, which is the lowest
possible level. (See example A.)

Company to Company: Direct charges to FPL Group, or any of its subsidiaries, are accomplished by

charging an ER 99 wark order, or a wark order that translates to a subsidiary account. Such charges
will be budgeted in a manner similar to the unit-to-unit transfers described above, except that the
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providing unit will use expense type G, instead of expense type 7, and no credit budget will be
generated. |t is a corporate requirement that the unit providing such services budget for all between
company transfers. (See example B.}

Benefits

¢ Business units should net budget for capitalized Pension & Welfare or Taxes & Insurance.
Accounting and Human Resources budget for all benefits for the entire company.

EACs

¢ Fromtime to time EACs are added or deleted.

s A complete list of valid EACs is available on the Financial Business Unit web site.

Budget Responsibility Code (BRC)

« The Budget Responsibility Code (BRC} is intended to represent an individual {or a position if the
positicn is vacant) with accountability for specific budgeted resources. As a general rule, a BRC should
be assigned wherever there is & meaningful level of manageriat or supervisory control. Business unit

heads, vice presidents, directors, managers and supervisors are likely candidates for individual BRCs.

¢ The planning and forecasting toot generates budget folders for all active BRCs. When several BRCs
are regarded as a group, they can be aggregated under a higher {evel roll-up BRC for reporting
purposes. The roll-up BRC will reflect the roll-up budget of its subordinate BRCs. However, because
the roll-up BRC will not have any resources of its own no budget folder will be generated in FPL SEM.

¢ Under most circumstances, an individual contributor who has no direct reports should not be assigned
a separate BRC, unless he or she is accountable for significant non-payrol! financial resources. A BRC
that represents an activity, an expense type, or another category of cost not assignable to a specific
individual should be eliminated and the costs budgeted under the appropriate BRC(s).

Budget Activity {BA} and Sub-Activity (SA

« A Budget Activity (BA) describes a broad category of work performed within the Budget Responsibility
Code (BRC). Each BRC is required to have at least one BA. Work that is common to an entire
business unit should be described by a single BA, which can be shared by all of the BRCs in the unit. If
it is necessary to subdivide the work (BA) further, sub-activities (SA) should be established.
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A BA number is assigned by the budget systern and is five numeric characters in length. All BAs have
a default sub-BA of 00D000. An SA is always six positions in length and may be alpha, numeric, or a
combination of both. The business unit may create additional SAs as required.

A BA should be “in service” indefinitely, or at least until 2 major change in the nature of the work of the
unit (or the BRC) occurs. Do not establish new BAs each year for basic work that continues from year
to year. SAs may need to be dropped or added annually, as specific segments of work are completed
or started. Otherwise, SAs should be reused each year as much as possible, in the same manner as
BAs.

Avoid establishing BAs or SAs when other budgeting or tracking elements already exist for that
purpose. For example, avoid setting up a BA or SA to capture a single EAC. At a minimum, each BA
will correspond to at least cne work order, often several. If there are a large number of work orders in
use, and it is desirable to have a plan for each one, do not estabtish a separate BA for each work
order. Instead use SAs to achieve a one-to-one correspondence with the work orders.

There is no minimum dollar threshoid for the establishment of a BA, nor is there a limit on the
maximum number of BAs that a BRC may use. However, to maximize the efficiency of the "enging”
{Essbase) that drives the FMIP reporting systern, it may be necessary for the Budget Department
and/or Information Management’s Accounting Systems group to work with a unit that has a
disproportionate number of BAs and SAs to the relative size of its budgeted resources. {Note: special
additional rules apply to the establishment of capital BAs, also known as budget items. These rules
are explained in the 2009 Five-Year Capital Forecast Guideline).
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Example A
Transfer-out and Transfer-in
Payroll: Between-units and Within-unit

Example: Unit A plans to spend $600 on exempt payroll (EAC 803), of which, $100 will be charged to
unit B.

The originating unit will budget for its own needs in expense type 1. Transfer-out costs will be budgeted
under expense type 7 (re-directed O&M), which will net to zero. For the transfer-out payroll, a debit will be
budgeted by the unit under EAC 803 in expense type 7. After all detail budgets are loaded, Accounting
Systermns will generate an offsetting credit in expense type 7 under EAC 403. The receiving unit will budget
for the transfer-in payroll under EAC 303 in expense type 1.

This treatment makes it easier for the originating unit to identify its own exempt payroll (expense type 1), its
payroll incurred on behalf of others (expense type 7, excluding 400 level EACs), and its gross payroll {sum
of 1 and 7, excluding 400 level EACs). Each of the 800 series payroll EACs has a corresponding 400 and
300 series EAC to be used consistent with the example below. (See next page for non-payroll.)

Base O&M Redirected O&M

EAC 1 7 Total
Unit A 803 500 100 600
(Originating) 403 - (100) (100)
Total 500 - 500
Unit B 303 100 - 100
(Receiving) Total 100 - 100
Total Company 803 S00 100 600
(Net) 403 c (100) (100)
303 100 - 100
Total 600 - 600
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Example A (continued)
Transfer-out and Transfer-in
Non-Payroll: Between-units and Within-unit

Example: Unit A plans to spend $600 on contractor costs (EAC 662), of which, $75 will be charged to
unit B. Unit A will also incur $200 of miscellaneous expenses (EAC 625), of which, $25 will be charged to
unit 8. Intotal, unit A will incur 3800 of costs, $100 of which will be charged to unit B.

The originating unit wil! budget for its own needs in expense type 1. Transfer-out costs will be budgeted
under expense type 7 (re-directed C&M), which will net to zero. For the transfer-out costs, the unit will
budget debits in expense type 7, using the regular EACs. After all detail budgets are loaded, Accounting
Systems will generate a single offsetting credit equal to all of the non-payroll EACs in expense type 7.
The credit will be entered in EAC 412. The receiving unit will budget for the transfer-in costs under
expense type 1, using regular EACs.

Note: The receiving unit should not budget EAC 411 for the transfer-in of non-payroll expenses. EAC
411 is no longer in use for planning purposes, but it will remain active for historical reporting.

Base OEM Redirected OSM

EAC 1 7 Total
Unit A 662 525 75 600
(Criginating) 625 175 25 200
412 - {100) {100)
Total 700 - 700
662 75 - 75
Unit B 625 25 - 25
{Receiving) Total 100 | - 100
Total Company 662 600 75 675
(Net) 625 200 25 225
412 - (100 {100)
Total 800 - 800
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Example B
Transfer-out and Transfer-in
Payroll: Between companies only (direct charges to non-utility entities)

Example: Unit A plans to spend $600 on exempt payroll (EAC 803), of which, $100 will be charged to a
non-utility entity.

The originating unit will budget for its own needs in expense type 1. Transfer-out costs will be budgeted
under expense type G {inter-company O&M). For the transfer-out payrol), a debit will be budgeted by the
unit under EAC 803 in expense type G. The budgets of the non-utility entities are separate from the FPL
utility budget, so there is no need for Accounting Systems to generate an offsetting credit in expense type

This treatment makes it easier for the originating unit to identify its own exempt payroll (expense type 1), its
payroli incurred on behaif of cthers (expense type G), and its gross payroll {sum of 1 and G}. (See next
page for non-payroll.)

Inter-Company
Base O&M O8&M
EAC 1 G Total
803 500 100 600
Total 500 100 600
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Non-Payroll: Between companies only (direct charges to non-utility entities)

Example: Unit A plans to spend $600 on contractor costs (EAC 662), of which, $75 will be charged to a
nan-Ltility entity. Unit A will also incur $200 of miscellanecus expenses (EAC 625), of which, $25 will be
charged to non-utility. In total, unit A will incur $800 of costs, $100 of which will be charged to non-utility.

The ariginating unit will budget for its own needs in expense type 1. Transfer-out costs will be budgeted
under expense type G (Inter-company O&M). For the transfer-out costs, the unit will budget debits in
expense type G, using the regular EACs. The budgets of the non-utility entities are separate fromthe FPL
utility budget, so there is no need for Accounting Systems to generate an offsetting credit in expense type
G.

Inter-Company
Base O&M O&M
EAC 1 G Total
662 525 75 600
625 175 25 200
Totat 700 100 800
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R-Schedule - Summary SAMPLE ONLY i

Business Unit:
Financial Data in Thousands of Dollars DO NOT SUBMIT - USE FPL SEM ‘

cumen Estimated Variance  Variance Funds Difference  Variance Funds Difference Vartance Funds Difference  Variance
Approved Actual Overi{Under) Percent Request Inc/(Dec}  Percent Request ¢/ (Dec) Percent Request Inc/(De¢)  Percent
Expense Types. 2008 2008 2008 2008 2008 Est Act 2010 2008 2011 o010
1 - DBM Base 140,000 135,000 (5.000) -36%) 140,000 5,000 37%) 145,000 5,000 36%) 145000 - 0.0%]
2- O&M ECCR 10,000 9,000 (1,000) ~10 0%} 10,000 1,000 11.1%) 11,000 1,000 10 0%| 8,000 {3,000) -27 3%|
4-08M Fuel - - - N/ - - NiA - N/Ag - - N/A]
5- O&M Capacity - = - /A e - Al = . NIy = = /A
8-08MECRC 5,000 4500 (500) -100% 5,500 1,000 22 2%| 6,000 500 9.1% 5,000 (1,000) -16.7%]|
9- OBM NR Fuel - - - N/ i - N/AJ = = N/AY + - /Ay
Total Utility 08M 155,000 148,500 {6.500) 42% 155,500 7,000 4.7%) 162,000 6,500 42% 158,000 4,000) 25%
6 - Below the Line Experses 1,000 00 (100) -100% 1,100 200 222%) 1,200 100 9.1%| 1,500 300 25.0%]
7 - Redrected Expenses (to other business units) - - - N/AY - - N/A| - - N/A] - - N/A
G - Inter-company EXpenses (to non-utility)
S - Reverue Enhancement Expenses = - - - NA] - - /Ay
N - Other Expenses S - 5 A = 1Ay -
'lflhl Other Expenses LE DQ (100} 1,100 200 22 2%[ lLW 100 9.1 El 1,500
A- Capital Base 100,000 100,000 - 110,000 10,000 10.0% 120,000 10,000 9.1%| 130,000
E- Capita ECCR - - = - - Ay - o N/AS -
F - Capital Non-Regulated - - - - - WAl = - A -
H - Capital ECRC - - - /A L - /&g 1,000
V - Reverue Enhancement Capital = - - - - /A - - /A -
Total Capital |w 100‘0” S 1% 10,000 100‘):‘ ﬁﬂw ,E ﬁ l31m
R - Revenue Enhancement Revenue - - * - /A - = N/A -
Memor Gross Paymoll Dallars 20,000 18,500 (500) 20,500 1,000 5.1%)| 21,000 500 2.4%| 22,000
FEX - FPL Exempt Employees 150 150 - 0.0%} 155 5 3.3%) 160 5 3.2%| 160 - 0.0%)
FEP - FPL Exempt Part- Time Employees  § each) - - = i - neal - < Ay . - /A
FNX - FPL Non-Exempt Employees 100 100 = 0 0%} 105 & 5.0%| 110 g 48% 105 {9 -4.5%]
FPT - FPL Nor-Exempt Part-Time Employees (.4 each) - - - Nl - - Al - - /A = - A
FBY - FPL Bargaining Unit Employees - = < N/A - - /A - = N/AY - - NiAy
FPL Total (Full-Time & Part-Time) 250 250 - 004 260 10 4.0%| 270 10 38% 265 5) -1.9%)
FTTE - Full-Time Temporary Empioyees = = = /A - 5 NiAY - = /A - A N/A
FOT - FPL Overtime Equivalent Employees - - - NiA . - ol - - A - - Lz
TMP - Temporary Employees - - - NIA - - WA - - /A - - NiA
CON - Contractor Empioyees - - - N/AS - - MiAl - - A - - N/A
Total Variable Workforce E ~ « NA - = hial = * 'B'lfﬂ - - /A
Total Full Time Equivalents 250 250 - [ 260 10 20%] 270 10 EE | 265 [ |
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Schedule 2 - Charges to Other Business Units
2009 Funds Request

Business Unit: Prepared By:
Financial Data in Thousands

Corporate Oumnumm
Distribution 5000 [Programming suppod for
Energy Marketing and Trading
Financial

General Counsed

|Govemmental Allairs - Faderal
Govemmental Afleirs - State
Human Resources

information Managameant

internal Audt

Nuciear Dwvsion

Piant Engineering & Construdhion
Power Generation Division
[Regulatory Aflzirs

Resource Assessment & Planning
Retal

T ransmissicn

Locaton - 10
Total (must agree tosummary [

[R-Scneculs total) 500
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Schedule 2 - Charges to Affiliates

2008 Funds Request

Business Unit: Prepared By:
Financial Datain Theusands

 Destripton of Product! Sarvics Provided

Expense Type G - Direct Charge [1]
kam 1 Barking Services
kem 2 Execulive Support
kem 3 Lega! Services
fam 4
am 5
Rem 6
fam 7
fem &
kam @
Eam 10
ftam 11
Rem 12
Fem 13
Rem 14
em 15
Total Expense Type G -Direct Charges

Service Agreement Fee [3]

Total NonUtility Support Provided

Affiliate Receiving Charges
Fibemnet FPLES
Xone copil L —— Won Ty
Payrel  Tola Poyoll Total | Payron  Payrall  Totd | Paped  Payroll Tl | Pwjiol  Paytoll  Total
300 300 2 - T
1,500 - s
300 1,800 - - - - -
300 1800 - - - - -

[1] Excludes Cverheads & Loadings (All units as appropriate)

[2] Includes Seabrook, Duane Amold, and Point Beach
[3] Excludes Overheads, Loadings & Credit Offset (Nuclear, Pwr Gen, EMT, IM only)
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Schedule 2 - Charges to Affiliates

2010 Funds Request
Business Unit: Prepared By:
F Datain Tt
Affiliate Recelving Charges
¥
TN s = = =
Description of Product | Service Provided Payroll  Payroll  Total | Payrol Payroll  Total | Payroll Payroll  Total | Payroll Payrel  Total | Payroll Payrell  Total | Payrell Payrell  Total
Expense Type G - Direct Charge [1]
Item 1: Banking Services - 300 300 - - - - - - - - - - - 300 300
Item 2: Executive Support 1,500 - 1,500 - - - - - - - = = = 1,500 - 1.500
Item 3: Legal Services - - - 500 = - - - - - - - - 500 s 500
Item 4 - - - - - - - - - - - - - - - -
Item § - - - - - - - - - - - - - -
Item & - - - - - - - - - - - - - - - -
Item 7 - - - - - - - - - - - - - - - -
Item 8 - E - = 2 - & i ¢ 4 - c o - - _
Item 9 - - = - - - - - - - - - - - - -
Item 10 - - - - - - - - - - - - - . - -
Item 11 - - - - - - - - - - - - - - - -
Item 12 - - - - - - - = - - - - - - - -
Item 13 - - - - - - - - - - - - - - - -
Item 14 - - - - - - - - - - - - - - - -
Item 15 - - - - - - - - - - - - - - - -
Total Expense Type G - Direct Charges 1,500 300 1,800 500 - - - - - - - - - 2,000 300 2,300
Service Agreement Fee [3] - - - 100 20 120 - - - = = - - - - 100 - 100
Total Non-Utility Support Provided 1,500 300 1,800 600 20 620 - - - - - - - - - 2,100 300 2,400

[1] Excludes Overheads & Loadings (All units as appropriate)
[2] Includes Seabrook, Duane Arnold, and Point Beach

[3] Excludes Overheads, Loadings & Credit Offset (Nuclear, Pwr Gen, EMT, IM only)
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Schedule 2 - Charges to Affiliates
2011 Funds Request
Business Unit:

Financial Data in Thousands

Prepared By:

Affiliate Receiving Charges _

Fibemet _

 Description of roducti Service Provided | Pyron Pyl ot | pawor _Pamod

el Pl Toal

Payrot

HEH

Total

tE

Teal

Expense Type G - Direct Charge [1]
ltem 1: Banking Services - 300 300
Item 2: Execulive Suppori 1500 - 1.500
Item 3: Legal Services = = B
Item 4 - -

Item 5 -
ltem & =
Item 7 -
Item 8 -
Item 9 =
Item 10 -
Item 11 -

Item 12 ~

Item 13 o

Item 14 =

ltem 15

TR TR

e B B S TR A el

Total Expense Type G - Direct Charges 1500 300 1,00

Service Agreement Fee [3] - - . 100

500

120

W s AT T e e S e e S e

o L T R T T T T S R S |

I R T R )l A W T ) e

Total Non-Utility Support Provided 1500 300 1,800 500

620

[1] Excludes Overheads & Loadings (All units as appropriate)
[2] Includes Seabrook, Duane Arnald, and Point Beach
[3] Excludes Overheads, Loadings & Credit Offset (Nuclear, Pwr Gen, EMT, IM only)
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Schedule J - Charges from Affiliates
2008 Funds Request

Business Unit: Prepared By:
Financial Data in Thousands

g
- by

B o e e e e T e e

[l

DY BN e L O e e O
o | R SR S T R ST W RS
Ll K U & e e R R T R BT P e TR
.
e
o | e e R S L R T

-

~»
M T
TR "I

Ol EE L R

Total Charges from Affiliates 2,250 300 2550 2,250 300 2,550

[1] Includes fully loaded costs
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Schedule 3 - Charges from Afliliates

2010 Funds Request

Business Unit: Prepared By:
Financial Data in Thousands

item 1: Construction management
tem 2: Legal services
tem 3

Item 4

Item 5

Item 6

Item 7 .
tem 8 - -
tem & - .
Item 10 - .
Itermn 11 5 -
Item 12

ltem 13

Item 14

ltem 15

Total Charges from Affiliates

D R
R
]
o,
PR R A ]

IR fio B i i IR T (R N

o T T T T T R S T B S S B B

w | S R S

C 5 O i e O e G R (0
£ I T S S T T T S S S S R
e | et e e T e
N R B R S

Vol B et e wi S I e ey B CE

(5 I I B R T
.

5 R L)
.

8
g
g

[1] Includes fully loaded coslts
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Schedule 3 - Charges from Affiliates
2011 Funds Request
Business Unit:

Financial Data in Thousands

Prepared By:

_ Description of Product | Service Provided
kem 1: Construction management
kem 2: Legal services
ttem 3
kem 4
em 5
kem &
tem 7
ttem 8
kem &
tem 10
kem 11
em 12
em 13
ltem 14
tem 15

Total Charges from Affiliates

Expense

Base Capital
Base D&M

FPLEnergy

Fibernet

T T

5% Nen
Payroll _ Puwyroll  Tewl

Affiliate Providing Products / Services 11]
FPLES .

Nen :
Pagroll  Payrsi  etal

Nen
Payroll Payroll  Total

at
tHER

T S S8 S

1,500 200 1,700
750 100 850

BT LA

T T I T T

D Wae 37 5 R

g

“
IlIUIIIIIag

1,700

. L} . . . §
&

(ol SR T SO e S e

o | B

2,250 J00 2,550

)

2,250 300 2,550

[1] Includes fully loaded costs
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Docket No. 080677-El
Planning Process Guidelines
Exhibit REB-2, Page 50 of 50

FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NO. 080677-E!

MFRHO FO5

ATTACHMENT 08 of 09

PAGE 50 OF 50

2008

2014

NOTES:

Table Linking Pay Periods, Payroll Closings and Pay Days to the Budget Month

Budget Pay Payroll Budget Pay Paynoll Commenta
Mnth/Yr Period# Closing PayDay Mnth/Yr Pericd # Closing Pay Dy {2000 - 2008 avallable in hidden
{Friday) (Thursday) (Friday) (Thursday) rows of electronic flie version)
1 4.Jan 10-Jan Ju-l3 14 3-ul 10-Jut
2 18-dan  24-dan Sk 08 15 8-l 24- Jul
) 1-Fab 1-Fen Auglg 16 1-Aug F-ALg
4 15-Fsh  21-Feb Aug-08 17 15-Aug 21-Aug
g Giar 08, . IR A 4-Sep
20-Mar Y2Hop 13-Sep
FApr } 2Hep 2-Oct]
8 17-Apr Qct-08 21 10-0ct 18-0ct
Apr08 g 25-Apr 1-May Oct-03 22 24-Qct 30-0ct
May-08 19 S-May 15May Mov-03 23 T-Now 13-Nowv|
Ma-08 11 23-May  29%-May Hov-08 24 21-New 25-Nav
08 12 B-un  12-d4un Dec-08 25 5-Dec 11-Dec| 26 pay checks jazued
Jun-08 13 20-Jun 26-un DacHE 26 18-Dec 23-Dec] 28 budgeted pay periods.

24-Sep
&0t
22-0Oct
A-Hov

1M 21-May 27-May MNov-10 24 A%Nov
Jur-10 12 4-Jur 10-Jun Dex-10 2 3-Dec 26 puy checks Issued.
Jun-10 13 18-dun 24-Jun Dec-10 28 17-Det 23-Dec| 28 budgsted pay periods.
7 Tt

2.

a

4

£ 25Fshb 3-far $ L 1-Sepd

B 11-Mar  17-Mar Sep-t1 13 9-Sep 16-Sep

7 25Mar 31-Mar Sen-tl 21 Z3-Sep 29-Sap

& 3-Apr 14-Apr Qot-t1 21 7-0ct 13-Oc]

o 22-Apr 28-Apr Qct-11 & 21-0d 27-0c

19 6-hay  12-May Nov-11 23 A-Nowv 10-Nov
11 20-May  28-May Mev-11 24 18-Nov 24-Nov,
12 3-an 9 Jun Dec-11 25 2-Dec 8-Dec] 26 pay checks issued.
13 17-un 22-4un Dec-11 2 16-Dec 22-Dec] 26 budgeted pay pericds.

"= Ihree pay perad mortn for budgetng purposes

:: relevanl range of data for budget year

Pawroliis budgeted bazed on payroll ciosing dates, not pay days For budget:ng and accounting purpoces, payrod panads that clese
after the 28th ot the month are budgetsd and recorded in the followang month's busiess In the spenal case of Februany, If the payrall
period closes after the 25th, it 1< budgetad and recorded in March, except during leen years. inwhich case, ifthe pavioll per:od clasas
aker the 26th, it c budgeted and recorded in March

MNamatly, tha application of these riles resuits in 28 pay per-cds baing budgeted 9ach year Docasioraly, the apphcation of the rules
resdltz in the needto budget fora 27th pay period, as was the case2 in 2001 I wil not again be necessary 1o budget for a 27th pay
panod until the year 2012

PariR5 rifas, the fret pay check issued cach year is assigned pav pencd numbear one Fram time te ime, the first budgoted pay
penod of the year rapresents the second pay check 1ssued for the year  Budget year 2002 was an example of thig situation. Budget
aralysts shouid take note cfthis when analyzing payroll budget detalls by pay penod number in 2004, pay penad number one
rezyrichronizad with the frst budgsted pay oerod for the vear

Pay avenis that normally would tall on an nbserved haiiday have been shown as occurng on the last wark day priar io the noliday

Ncrmaly, the issuance of pay ehecks every 14 daye rasuits in 26 pay checks neingaissued sach year. Dccasonally, 27 pay checks ars
issued in 8 single year For example, te first pay Jday of 2004 fell oo the Mew Years hghaay, <c it was prepaid on December 31, 2003
causing a 27th pay check that year Mote the agditional pay day id not require the business units ta budget an additional pay penod

- Ana




FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 080677-E1 & 090130-EI EXHIBIT 55
CompaNy Florida Power & Light Co. (FPL) (Direct)
WITNESS Robert E. Barrett, Ir. (REB-3) -
DaAaTE 08/28/09




FLORIDA POWER & LIGHT COMPANY
FORECASTING PROCESS OVERVIEW

’ SﬁLEg;r 'ﬁ"ﬂ [ GENERATION. | | RETAIL & CAPITAL OPERATIONS &
ENER POWER SUPPLY | | TURES NTENANC
_ » WHOLESALE BASE | | EXPENDITU MAI E
LOAD (NEL) & AND FUEL REVENUE BUDGET EXPENSE (O&M)
[ PEAK DEMAND EXPENSE ]

[ R I IR B

|
e ' |
SUPPLEMENTAL i ' CONSOLIDATED J‘
FORECAST - FINANGIAL -
FEEDERS , MODEL
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FLORIDA POWER & LIGHT COMPANY

CONSOLIDATED FINANCIAL MODEL (CFM)

1 Historical Data
Forecex Dalo. 2 Forecest Cata |
Farecast Data. 3 ) Forecas! Data: Historical Data: . - CONSTRUCTION | e
SALES,NEL & Geperation, Powe! |y Retnil & Wholesale| | FAMS terfoce & T D | Relmcamls & ASSETS TRACKING | | Foects Daiar
PEAK DEMAND | SUERY Revenue | tAenual lnputs et D"'R'T"““ SYSTEM (CAT) & £oprmil Bulck
[ xpense ales ' Ganiad
l — =
[ ) Cagpta' Budget
Lead/Sales O&M Budget Svstem General
Forecast & Fual | System General Ledger
Supply Cost J Ledger
l B Construction end
oLl Plant Accounting
Eleclric Sales & Modde Moclle

Revenue Module

L

Long Term
Finance
Module

]

*FAM S° FINANCIAL ACCOUNTING MANAGEMENT SYSTEN

CONSOLIDATED FINANCIAL MODEL

Ueer input
Modu'e

—_—

(Otrer;
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FLORIDA PUBLIC SERVICE COMMISSION
DockeT No. 080677-EI & 090130-EI EXHIBIT 56
CompANY Florida Power & Light Co. (FPL) {Direct)

WITNESS Robert E. Barrett, Ir, (REB-4)

DATE 08/28/09




Schedule F-8

ASSUMPTIONS

Page 1 of 14

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY:

FLORIDA POWER. & LIGHT COMPANY

AND SUBSIDIARIES

DOCKET NO.: 080677-El

EXPLANATION:

For a projected test year, provide a schedute of assumptions

used in developing projected or estimated data. As a

minimum, state assumptions used for balance sheet, income

statement and sales forecast.

Type of Data Shown:
X__Projected Test Year Ended 12/31/10

__ PriorYearEnded ___/ /

Historical Test Year Ended [

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

Kim Qusdahl
Line
No. (t () (3 (@) (5) (6) (7} ()] @
1 B SALES, CUSTOMERS, NET ENERGY FOR LOAD
2 GENERAL ASSUMPTIONS 2010
3 A. Population {Florida) 18,979,698
g B. Florida Non-Agricultural Employment (000's) 7,867
"5! C. Florlda Real Household Disposable Income (Base 2000) (000's of Dollars, 71
g D. FPL Service Territory Cooling Dagree Hours (Base 72 Degree Temperature, 1.947
1(1) E. FPL Service Territory Heating Degree Hours (Base 66 Degree Temperature, 335
1% F. FPL Service Territory Average Temperature Summer Peak Day (Fahrenheit 85
1; G. FPL Service Territory Average Temperature Winter Peak Day (Fahrenheit 46
13 H. 2010 Sales by Revenue Ciass - Most likely (in Million KWH)
18
19 Residential Commercial Industrial Street & Highway Other Authority Railway Total Refail  Sales For Resale Total’
g? 51,427 45417 3.606 451 35 91 101,029 2,137 103,165
2125 . 2010 Customers by Revenue Class
24 Residential Commercial Industrial Street & Highway Other Authority Railway Total Retail  Sales For Resale Total'
ig 4,010,837 521,804 12,686 3,214 194 23 4,548,759 4 4,548,763
g; J. 2010 Net Change in Customers by Revenue Class
29 Residential Commercial Industrial Street & Highway Other Authority Railway Total Retail  Sales For Resals Total?
g? 16,665 41,823 159 35 -4 0 28,777 0 28,777
g; ¥ Totals may not add-up due to rounding.
34 2 Average customers - sum of the projected customers for each month divided by twelve.
Supporting Schedules: Recap Schedules: E-10, C-40
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Schedule F-8 ASSUMPTIONS Page 2 of 14

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projecied test year, provide a schedule of assumptions Type of Data Shown:
used in developing projected or estimated data. Asa _X_Projected Test Year Ended 12/31/10
COMPANY- FLORIDA POWER & LIGHT COMPANY minimum, state assumptions used for balance sheet, income _ PpriorYearEnded __/_ [/
AND SUBSIDIARIES statement and sales forecast. _ Historical Test YearEnded __ / /
DGCKET NO.: 080677-El Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,
Kim QOusdahil

Line
No. m (2)

1 I K. Most Likely Forecast of Monthly Net Energy for Load {Million KWH

2 2010

3 January 7,981

4 February 7,265

5 March 8,004

6 April 8,506

7 May 9,382

8 June 10,401

9 July 10,834

10 August 11,041

14 Septemnber 10,702

12 QOclober 9,547

13 November 8,384

14 December 8.070

15 110,207

16

17 L. Mest Likely Forecast of System Monthly Peaks {(Megawatts

18 2010

19 January 18,790

20 February 15,533

21 March 16.265

22 April 17.462

23 May 19,429

24 June 20,192

25 July 20,873

26 August 21,147

27 Septemnber 20,696

28 October 19,287

29 November 16,835

3¢ December 15,791

31

32 . INFLATION RATE FORECAST

33 Most Likely Annual

34 Rates of Change

35 2010

36 A, 2.0% Consumer Price Index (CPI)

7 The CPI Measures the price change of a constant market basket of goods and services aver time

38 For company purposes it is a useful escalator for determining trends in wage contracts and income

38 payments, excluding construction work.

Supporiing Schedules: Recap Schedules: E-10, C-40
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Schedule F-8 ASSUMPTIONS Page 3 of 14
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumptions Type of Data Shown:

used in developing projected or estimated data. As a _X_ Projected Test Year Ended 12/31/10
COMPANY:  FLORIDA POWER & LIGHT COMPANY minimum, state assumptions used for balance sheet, income Prior YearEnded ___ / /

AND SUBSIDIARIES

DOCKET NO.: 080677-El

statement and sales forecast.

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

Kim Qusdahl

Historical Test Year Ended __ [/

Line
No. n

2

. B 2.2%

C. 1.3%

o ~NOO A WwN =

14 D. 1.3%

19 E. 1.0%

24 F. 2.8%

29 G. 3.9%

GDP Deflator

The GDP deflator is the broadest of all categories and captures price trends for the four majol
macro-economic sectors in the nation, which are: the household sector, the business sector, the
gavernment sector and the foreign sector. The GDP deflator tends to be mare stable than the
other indices and is used where very broad price trends are needed.

Producer Price Index

(PPI): All Commodities

The PPI for all commodities is a comprehensive measure of the average changes in price received in primary markets
by producers of commodities in al! stages of processing. This index represents price movements in the manufacturing,
agricuttuse, forestry, fishing, mining, gas and electricity, and public utilities sector of the economy

Producer Price Index

(PPI} Intermediate Matarials

PPI for Intermediate Materials reflects changes in the prices of commoadities that have been
processed bui require further processing before being sold to the final user

Producer Price Index

{PPI) Finished Producer Goods

PP for Finished Producer Goads reflects changes in the prices of two major components:
finished consumer goods and capital equipment received by producers

Producer Price Index

Public Utility Private Fixed Investment {except telecom

PPI for Public Utility Private Fixed Investment {except telecom) reflacts changes in the prices for

fixed investment including investment in power plants, distribution lines, substations, transmission lines, and local natural gas pipelines

Compensation Per Hour (Non-Farm Business Sector]
Index: All workess, including pension and benefits
The compensation per hour index reflects the changes in total wage and benefit compensation for non farm business labor

Supporting Schedules:

Recap Schedules:

E-10, C40
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SBchedule F-8

ASSUMPTIONS

Page 4 of 14

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY:  FLORIDA POWER & LIGHT COMPANY

EXPLANATION: For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data. As a

minimum, state assumptions used for balance sheet, income

AND SUBSIDIARIES statement and sales forecast.

DOCKET NO.: 080677-El

Type of Data Shown;

X Projected Test Year Ended 12/31/10

Prior Year Ended _ /

Historical Test Year Ended ___ / /

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

/

Kim Qusdahl

Line
No. (1) (2) (3)

1 Hl. FINANCING AND INTEREST RATE ASSUMPTIONS

2

3 General Assumptions

4

5 A. Target Capitalization Ratios

B During the projected test year, Flarida Power & Light Company's

7 capitalization is projected 1o be as follows: equity approximately 55%,

8 and debt approximately 45%, adjusted for off-balance sheet obligations

9

10 B. Preferred Stock Premium and Underwriting Discount

11 It is assumed that no preferred stock will be issued.

12

13

14 C. First Mortgage Bond Prices and Underwriting Discount

15 It is assumed that first mortgage bonds will be issued to the public

16 at par with an underwriting commission of .875%.

17

18

19 Interest Rate Assumptions

20 2010

21 D. Long Term Debt 6.9%

22

23 Short Term Debt Although the company maintains several lines of credit, the company forecasts them at zero

24

25 £. Poliution Control Bonds 1.6%

28

27 F. Preferred Stock No preferred stock outstanding.

28

29 G. 30-Day Commercial Paper 2.2%
Supporting Schedules: Recap Schedules: E-10, C-40
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Schedule F-8

ASSUMPTIONS

Page 5of 14

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY:  FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

EXPLANATION: For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data. As a
minimum, state assumptions used for balance sheet, income
statement and sales forecast.

Type of Data Shown:
X __Projected Test Year Ended 12/31/10
PriorYearEnded __ /[

Historical Test Year Ended ___/ {

DOCKET NO.: 080677 -El

Witness: Dr. Rosemary Morley, Robert E. Barraft, Jr.,

Kim Ousdahl
Line
No. ) (2) (&)
1 IV. IN SERVICE DATES OF MAJOR PROJECTS
2 A,
3 BUDGET IN SERVICE
4 ITEM # PROJECT DESCRIPTION DATE *
5 Nuclear Generation Projects
6 406 Turkey Point Excellence Program 2009-2012 (Mulliple Projects with Various In-Service Dates)
7 193 S1. Lucie Unit 1 & 2 Butt Weld Project U1-05/2010 & U2-12/2010
8 346 Turkey Point Spent Fuel Project 06/2010
9 392 St. Lucie Unit 1 Extended Power Uprate Project™ 06/2010 & 12/2011
10 137 5t. Lucie Unit 2 Incore Instrument Replacemenit 1212010
1 194 St. Lucie Unit 2 Pressurizer Replacement 12/2010
12 393 Turkey Point Unit 3 Extended Power Uprate Project** 12/2010 & 5/2612
13 398 St. Lucie Unit 2 Extended Power Uprate Project™ 01/2011 & 06/2012
14 399 Turkey Point Unit 4 Extended Power Uprate Project** 05/2011 & 12/2012
15 556 St. Lucie & Turkey Point Life Cycle Management Project U1-11/2011 & U2-12/2010
16 410 St, Lucie Corrosion & Coatings Project 12/2011
17 528 Turkey Point Integraled Bettom Mount Instrument Project 05/2012
18 410 S1. Lucie Procedure Upgrade Projecl 12/2012
19 Fossil Generation Projects
20 380 Manatee Unit 1 800 MW Cycling Project** 04/2010
21 086 Scherer Unit 4 Baghouse Addition Project™* 04/2010
22 152 West County Energy Center Unit 3 Projeci 06/2011
23 177 Scherer Unit 4 Select Catalytic Reduction CAIR Project* 04/2012
24 177 Scherer Unit 4 Flue Gas Desulfer FGD CAIR Project™ 0472012
25 506 Cape Canaveral Modernization 06/2013
26 505 Riviera Modemization 0G/2014
27 Other Generation Projects
28 424 Space Coast Solar Project* 0712010
29 423 Martin Solar Project** 12/2010
30 151 St. Lucie Wind Project 052011
3 Transmission Projects
3z 277 Princeton Injection Project 0572011
33 287 Princeton Injection Narth Area Project 1272011
34 291 Bunnell-St.Johns 230kv Line 1212011
35 294 Norris Volusia Line 122011
38 325 Bobwhite Manatee 230kv Line 12/2011
37 349 Hobe-Sandpiper #2 Transmission Line 12/2011
38 524 Martin South Bay Canversion West Area Projecl 11/2011
39 524 Martin South Bay Conversion Central Area Projec 1212013
47 313 Green Project 08/2015
41 Intangible & General Plant Projects
42 014 Nuclear Asset Management System Project 07/2010
43 718 FENA Phase t Project 1212010
44 164 SAP Project 09/2011
45 587 SCC EMS Project 12/2013
46
47 * Projects which have a foreseeabls monetary impact in fiscal year 2010
48 ** Projects which are recovered, ar partially recavered, through other mechanisms
Supporting Schedules: Recap Schedules: E-10, C40
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Schedule F-8

ASSUMPTIONS

Page 6 of 14

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION:

COMPANY:  FLORIDA POWER & LIGHT COMPANY

AND SUBSIDIARIES

DOCKET NO.: 080677-El

For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data. As a
minimum, state assumptions used for balance sheet, income

statement and sales forecast,

Type of Data Shown;

X Projected Test Year Ended 12/31/10
Prior YearEnded /[ /

Historical Test Year Ended ___ / _ /

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,
Kim Ousdahl

Line
No. (1) 2) (3 4 (5
1 V. MAJOR GENERATING UNIT OUTAGE ASSUMPTIONS
2
3 A. Nuclear Maintenance Schedules (Including outage period and reason}
4
5 2010 2010
] Unlt Dutage Period Outage Description
7 5t. Lucie Unit 1 4/5{2010 - 6/10/2010 Refueling, Extended Power Uprate Project
B St. Lucie Unit 2 11/15/2010 - 1/18/2011 Refueling, Extended Power Uprate Project, Alloy 600 Cold Leg RCP nozzles
9 Turkey Point Unit 3 9/26/2010 - 12/5/2010 Refueling, Extended Power Uprate Project
10
11 B. Fossit Units Outage Schedule (including outage perlod and reason)
12
13 210 2010 2010
14 Unit Outage Start Qutage End Qutage Description
15 . TO72510 SEFTEI) A AGP, MINOR HRSG, GEN INSP
16 FT. MYERS 2 2/6M10 21210 A HRSG INSPECTION
17 FT. MYERS 2 10/9/10 10/22/10 B HGP, MINOR HRSG, GEN INSP
18 FT. MYERS 2 21310 21810 B HRSG INSPECTION
19 FT. MYERS 2 2/20110 2126110 C MRSG INSPECTION
20 FT. MYERS 2 212710 3510 D HRSG INSPECTION
21 FT. MYERS 2 3/6/10 31210 E HRSG INSPECTION
22 FT. MYERS 2 10/9/10 10/2210Q F HGP, MINOR HRSG, GEN INSP
23 FT. MYERS 2 31310 31910 F HRSG INSPECTION
24 FT. MYERS 2 10/9/10 10/29/10 GEN INSP / P-91 PIPING REPLACEMENT
25 FT. MYERS 3 5/1/10 SITI0 A COMBUSTOR INSPECTION
26 FT. MYERS 3 4/10/10 4116/10 B COMBUSTOR INSPECTION
27 LAUDERDALE 4 4/3/10 411110 A COMBUSTOR INSPECTION
28 LAUDERDALE 4 413110 4/30/10 B MAJOR CT, MINOR HRSG, GEN INSP
29 LAUDERDALE 4 4/3/110 427110 TURBINE VALVES, GEN INSP
30 LAUDERDALE 5 10210 10/10/10 A COMBUSTOR INSPECTION
3 LAUDERDALE 5 1210 10/29/10 B MAJOR CT, MINOR HRSG, GEN INSP
32 LAUDERDALE 5 10/2/10 10/26/10 COMMON BALANCE OF PLANT REPAIRS
33 MANATEE 1 1/30/10 4/9/10 MAJOR STM TURBINE, GEN, & BOILER
34 MARTIN 8 9/1/10 HTHM0 A HRSG INSPECTION

Supporting Schedules:

Recap Schedules: £-10, C40
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Schedule F-8

ASSUMPTIONS

Page 7 of 14

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY:  FLORIDA POWER & LIGHT COMPANY

AND SUBSIDIARIES

DOCKET NO.: 080677-El

EXPLANATION: For a projected test year, provide a schedule of assumptions
usad in developing projected or estimated data. Asa
minimurn, state assumptions used for balance sheet, income
statement and sales forecast.

Type of Data Shown:
X__Projected Test Year Ended 12/311¢
Prior YearEnded 7/

Historical Test Year Ended _ [ _/

Witness: Dr, Rosemary Morley, Robert E. Barrett, Jr.,

Kimt Ousdabhl
Line
No. 4] (2} 3 (5
1 V. B
2 MARTIN 8 MG 9/7/10 D HRSG INSPECTION
3 MARTIN 1 10723110 11/12/10 MINOR BOILER, TURBINE VALVES
4 MARTIN 3 1/18/10 2/5/10 B MAJOR CT & HRSG, GEN INSP
) PT EVERGLADES 4 10/16/10 12/14/10 MAJOR BOILER, TURBINE VALVES, GEN INSP
3] PUTNAM 91110 9/5/10 COOLNG TOWER FAN
7 PUTNAM 4 2110 21510 1GT1 COMBUSTOR INSPECTION
8 PUTNAM 1 10/16M10 12/10/10 MAJOR STM TURBINE & GEN
9 PUTNAM 2 911110 9/5/10 2GT1 COMBUSTOR INSPECTION
10 SANFORD 4 313110 3n9Mo A HRSG INSPECTION
11 SANFORD 4 313110 319110 B HRSG INSPECTION
12 SANFORD 4 3113110 31910 C HRSG INSPECTION
13 SANFORD 4 3/1310 Mo D HRSG INSPECTION
14 SANFORD 4 3/13/10 41210 TURBINE VALVES & GEN INSP / P-91 PIPING REPLACEMENT
15 SANFORD 5 2/27110 3/14/10 A COMBUSTOCR INSPECTION/ S0-S5 REPLACE
16 SANFORD 5 3/6/10 372310 B HGP, MINQR HRSG, GEN INSP / S0-S5 REPLACE / 24K
17 SANFORD 5 6/5/10 B/20010 O COMBUSTOR INSPECTION / 50-55 REPLACE
18 SCHERER 4 1/9/10 47310 BOILER / HG CONTROLS UPGRADE (BAGHOUSE TIE IN)
19 ST. JOHNS RIVER POWER PARK 2 2/27/10 3/29/10 BLR,FGD,BFPT
20 TURKEY POINT 5 2{27110 3z A HOT GAS PATH, MINOR HRSG
2t TURKEY POINT 5 212710 3nzno B HOT GAS PATH, MINOR HR3G
22 TURKEY POINT 5 N3N 32610 C HOT GAS PATH, MINOR HRSG
23 TURKEY POINT &5 IM3IN0 3/26/10 D HOT GAS PATH, MINOR HRSG
24 TURKEY POINT 5 610 31910 GENERATOR INSP
25 TURKEY PQINT 2 4/3110 6110 MAJOR BOILER, STM TURBINE, & GEN/SWITCHGEAR
26 WEST COUNTY ENERGY CENTER 1 3/6/10 3/15/10 1 ST WARRANTY QUTAGE
27 WEST COUNTY ENERGY CENTER 1 3/6/10 3115M10 1A WARRANTY QUTAGE & CI
28 WEST COUNTY ENERGY CENTER 1 3/6/10 3/15/10 1B WARRANTY QUTAGE & C1
29 WEST COUNTY ENERGY CENTER 1 3/16/1Q 3125110 1C WARRANTY OUTAGE & CI
30 WEST COUNTY ENERGY CENTER 2 9/18/10 9/2710 2 ST WARRANTY OUTAGE
31 WEST COUNTY ENERGY CENTER 2 9/18/10 9/2710 2A WARRANTY OUTAGE
32 WEST COUNTY ENERGY CENTER 2 9/18/10 9/27/10 2B WARRANTY QUTAGE
33 WEST COUNTY ENERGY CENTER 2 9/18/10 9127110 2C WARRANTY QUTAGE

Supporting Schedules:

Recap Schedules:

E-10, C-40
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Schedule F-8

ASSUMPTIONS

Page 8 of 14

FLORIDA PUBLIC SERVICE COMMISSICN

COMPANY:  FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NOQ.: 080677-E1

EXPLANATION: For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data. As a
minimum, state assumptions used for balance sheet, income

statement and sales forecast.

Type of Data Shown:

_X_ Projected Test Year Ended 12/31110
__ PriorYearEnded __ / [

____ Historical Test YearEnded /[
Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,
Kim Qusdahl

Line
No. (1) @
1 VL INTERCHANGE AND PURCHASED POWER ASSUMPTIONS
2
3 A, Contractual Commitments for Scheduled Interchange/Purchased Power
4
5 1 Unit Power Purchase {UPS) - Southern Companies
6 a. Capacity {MW) based on 2004 Net Dependable Capacity Unit Ratings:
7 2009 932
8 2010 932
9 b. Minimum (MYY) scheduling requirements
10 2009 379
11 2010 82
12 c. Capacity and energy costs based on Southern's estimate, subject to true up and audit.
13
14 d. Energy costs recovered through Fuel Cost Recovery Clause (FCRC) and capacity costs recovered
15 through Capacity Cost Recovery Clause {CCRC).
16
17 2 Unit Power Purchase - St Johns River Power Park
18 a. 30% of rated net capacity of each unit is considered purchased power.
19 b. All energy scheduled by FPL in excess of 20% (FPL owned generation) is considered
20 purchased energy.
21 c. Capacity costs are recovered through CCRC and base rates. Energy costs are recovered
22 through FCRC.

Supporting Schedules:

Recap Schedules: E-10, C40
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Schedule F-8 ASSUMPTIONS Page 9 of 14
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumptions Type of Data Shown:
used in developing projected or estimated data. As a _X_ Projected Test Year Ended 12/31/10
COMPANY: FLORIDA POWER & LIGHT COMPANY minimum, state assumptions used far balance sheet, income ~ PriorYearEnded __{_ [/
AND SUBSIDIARIES statement and sales forecast. _ Historical Test YearEnded __/ [/ _
DOCKET NO.: 0B0677-El Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,
Kim Ousdahl

Line
No. Q] @ (3 )

1 3 Power Sold and Economy Energy Purchases (Schedule "OS")

2 a. Schedule OS sales based upon projected market prices and expected available

3 generation relative ta FPL's projected incremental cost of sale {generation and

4 transmission)

5 b. Schedule OS purchases based upon FPL's projected incremental generation cost

2] relative to projected market prices plus incremental costs and transmission.

7 c. Energy & transmission costs of OS purchases recovered through the FCRC. For 05

8 sales, FCRC credited for incrementad generation cost, CCRC credited for FPL

9 transmission incurred to make sale, Base credited for incremental costs of running

10 gas turbines, if applicable, and FCRC credited for gain on sale

"

12 4 Interchange related to St Lucle Unit 2 Retliability Exchange agreement

13 a. Based on P-MArea projection for PSL 1 and PSL 2 output as applied to the contract formula.

14

15 5 Schedule of New and Expiring interchanga/Purchase Power Contracts for the perlod.

16 a. Broward South Contract entered into in 1987 expires August 1, 2009 .

17 b. Palm Beach (SWA) Contract expires March 31, 2010.

18 ¢. Broward North Contract entered inta in 1987 expires on December 21, 2010.

19 6 Purchased Power from Qualifying Facilitios:

20 a. Firm Capacity (MW} Energy (MWH)

21 2009 740 5,454,647

22 2010 690 4,966,032

23

24 b. As Avallable

25 2009 nfa 448,604

26 2010 nfa 448,604

Supporting Schedules: Recap Schedules: E-10, C40
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Schedule F-8 ASSUMPTIONS Page 10 of 14
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumptions Type of Data Shown:
used in developing projected or estimated data. As a .X_ Projected Tast Year Ended 12/31/10
COMPANY: FLORIDA POWER & LIGHT COMPANY minimum, state assumptions used for balance sheet, income _ PriorYearEnded _ [/ 7
AND SUBSIDIARIES statement and sales forecast. _ Historical Test YearEnded __ /7 /
DOCKET NO.: 080677-El Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,
Kim Cusdahl

Line
No. (1 (2) (3}

1 Vi, 7 Schedule of Sales and Purchased Power Contracts for the Period (contracts impact 2010)

2 a. Sales: Key West 45 MW RTC Capacity and Energy (1/1/10 10 12/31/10)

3 Reedy Creek 8 MW Call option on Capacity and Incremental Energy {1/1/10 o 12/31/10}

4 Lee County EMC Partial Requirements up to 300 MW (1/1/10 to 12/31/10)

5 Homestead 2 MW Call Option on Capacity and Incremental Energy (1/1/10 to 12/31/10)

6 Florida Keys Coop Partial Requirements ~119 MW (1/1/2010 to 12/31/2010)

7 b. Purchases: Oleander Power Project, LP dated April 30, 2001 (6/1/2002 through 5/31/20:t2)

8

9 Vil FUEL ASSUMPTIONS

10

11 A. Fuel Related Assumptions

12 1 Fossil Fuel

13 The current real and nominal fuel price forecast for light and heavy fuel aif, naturai gas, coal,

14 and petroleum coke, and the projection for the availability of natural gas to the FPL system

15 for 2009, 2040 and 2011 were issued on November 6, 2008 and were based on current and projected

16 market conditions, and existing supply and fransportation contracts. This forecast was

17 used as input into the P-MArea production costing model for development of forecasted information.

18

19 2 Nuclear Fuel

20 The Nuclear Fuel Forecast model was used to project fuel costs. The 2010 Fuel Cost Projections used in the impending rate case filing

21 are consistent with the Approved Operating Schedule dated August 15, 2008.
Supporting Schedules: Recap Schedules: E-10, C-40
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Schedule F-8

ASSUMPTIONS

Page 11 of 14

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION:

COMPANY:  FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NO.: 080677-El

For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data, As a
minimum, state assumptions used for balance sheet, income

statement and salas forecast.

Type of Data Shown:
X_ Projected Test Year Ended 12/31/10

Prior YearEnded _ [ _/
Historical Test YearEnded __ /[ [/

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

Kim Ousdahl

Line
No. (N (2} 3)

1

2 ViIL OPERATIONS AND MAINTENANCE AND CAPITAL EXPENDITURES FORECAST ASSUMPTIONS

3 A. INFLATION RATE FORECAST

4

5 See Sectlon ll. Infiation Rate Forecast

6

7 B. PAY PROGRAMS

8 1 Merit Pay Program Increases

9 2%

10

11 IX OTHER ASSUMPTIONS

12 A. Amount of CWIP and NFIP in Rate Base - FPSC

13 1. CWIP: All Construction Work in Progress (CWIP) which does not meet the criteria for the accrual of Allawance for Funds Used During Construction {AFUDC)

14 are included in CWIP for rate base in accordance with Rule No. 25-6.0141, Florida Administrative Code.

15 2. NFIP: All Nuclear Fuel in Process is included in rate base.

16

17 B. Amount of CWIP and NFIP in Rate Base - FERC

18 1. CWIP: Naone.

19 2. NFIP: None.

20

21 C. AFUDC Rates for Capital Expenditures (FPSC and FERC)

22 FPL's current AFUDC rate is 7.65% as approved by the Florida Public Service Commission in Order No. PSC-08-0265-PAA-E|, in Docket No. 080088-El issued on April 28, 2008.

23

24 D. AFUDC Dabt/Equity Split - FPSC and FERC

25 EPSC Ratio FERC Ratio

26 1. Debt% 25.10% M461%

27 2. Equity % 74.90% 65.39%
Supporting Schedules: Recap Schedules: E-10, C4D
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Schedule F-8 ASSUMPTIONS Page 12 of 14
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumptions Type of Data Shown:
used in developing projected or estimated data. As a _X_Projected Test Year Ended 12/31/10
COMPANY:  FLORIDA POWER & LIGHT COMPANY minimum, state assumptions used for balance sheet, income Prior YearEnded __ /__ /
AND SUBSIDIARIES statement and sales forecast. Histoticat Test YearEnded _ [

DOCKET NO.: 080677-El

Witness: Dr. Rosemary Morley, Robert E. Barrett, Je.,

Kirn Qusdahl

Line
No. ] @) (3) (4)
1 IX. E. Dapreciation Rates
2 1. For the 2010 test year, depreciation expense is based on depreciation rates approved by the Florida Public Service Commission in Dacket Na. 050188-El,
3 Order No. PSC-05-0802-S-E| issued on September 14, 2005, Depreciation Rates specifically applicable to Manates Unit 3 and Martin Unit 8 were approved in Docket Na.
4 050300-El, Order No. PSG-05-0821-PAA-E| issued on August 11, 2005, Turkey Point Unit 5 was approved in Docket No. 070100-El, Order No. PSC-07-0456-PAA-El issued on
5 May 29, 2007, and the DeSota and Space Coast solar energy centers were approved in Docket No. 080543-El, Order No. PSC-08-0731-PAA-El issued on November 3, 2008.
6 2. The Company has filed its current depreciation study as required in Rule No. 25-6.0436, Florida Administrative Code. The Company filed its previous study an March 17, 2005
7 and is required 1o file its next depreciation study na later than four years from the date it submitted its previous study.
8 3. The Company is requesting a company adjustment to its 2010 test period results to reflect the final outcome of the FPSC's review and approval
a of its recently filed depreciation study.
10 4. For the 2010 test year, FPL included an accrual of $15,321,113 for the Dismantlement of Fassil-Fueled Generating Stations. This annual amount was approved by the Commission
11 in Order No. PSC-08-0085-PAA-El in Docket No. 070378-El issued on February 14, 2008.
12 5. The Company has filed its current dismantlement siudy as required in Order No, PSC-08-0095-PAA-E| in Docket No. 070378-El issued on February 14, 2008.
13 The Commission required FPL to file its next dismantlement study concurrently with the filing of its next depreciation study, which must be on or by March 17, 2009.
14 6. The Company is requesting a company adjustment fo its 2010 test period resulis 1o reflect the final outcome of the FPSC's review and approval
15 of its recently filed dismantlement study.
16
17 F Total Line Losses 2010 of Net Energy for Load
18 6.23%
19
20 G Company Usage 20190 of Net Energy for Load
21 0.11%
22 H 35% FEDERAL INCOME TAX RATE (REGULAR)
23
24 | 5.5% STATE INCOME TAX RATE
25
26 J 0.00072 REGULATORY ASSESSMENT FEE RATE (FPSC)
27 Per Rule 25-6.0131,"Investor Owned Electric Company Regulatory Assessment Fee” in the Flarida Administrative Code.

Supporting Schedules:

Recap Schedules: E-10, C-40
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Schedule F-8

ASSUMPTIONS

Page 13 of 14

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY:  FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NO.: 080677-El

EXPLANATION: Faor a projected test year, provide a schedute of assumptions
used in developing projected or estimated data. As a
minimum, state assumptions used for balance sheet, income

statement and sales forecast.

Type of Data Shawn:

X _ Projected Test Year Ended 12/31/10

Prior Year Ended ___ /|
Historical Test Year Ended __ / /

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

f

Kim Qusdahl
Line
No. (1} 2 (3}
1
2 K. 2.50% GROSS RECEIPTS TAX RATE
3 Provided as a pass through to customers as provided in Florida Statute Chapter 203.
4
5 L FRANCHISE FEE RATE
6 4.72% 2009
7 4.73% 2010
8 4.75% 2011
9 Percentage represents composite rate.
10
41 M. PRIOR YEAR
12 Year 2009 Foracas!
13
14 N. TEST YEAR
15 Year 2010 Forecast
16
17 [} HISTORICAL YEAR
18 Year 2008
19
20 P. LAST MONTH OF HISTORICAL DATA
21 September 2008
22
23 Q. MILLAGE RATE FOR FROPERTY TAXES
24 The overall millage rate used for historical, prior, test, and subsequent year are as follows:
25 2008 1.7080855%
26 2009 1.7764089%%
27 2010 1.8297012%
28 2011 1.8662952%
Supporting Schedules: Recap Schedules: £-10, C-40
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Schedule F-8

ASSUMPTIONS

Page 14 of 14

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION:

COMPANY:  FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NO.: 080677-El

For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data. As a
minimum, state assumptions used for balance sheet, income

statement and sales forecast.

Type of Data Shown:
X__ Projected Test Year Ended 12/31/10

Prior Year Ended [}

Historical Test Year Ended [

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,
Kim Qusdahl

Line
No. (1 (2}

R. STATUTORY SALES TAX RATE

S. FEDERAL AND STATE UNEMPLOYMENT TAX RATES

Lo e - I =~ R B i £ R

T. FICA TAX RATES

- -
- O

1.5% Madicare tax on total compensation.

6.20% is the blended forecasted rate, based on 2007 actual payments.

0.8% FUTA on the first $7,000 of wage base per employee
0.6% SUTA on the first $7,000 of wage base per employee

6.2% Social Security Tax on $102,000 wage base for 2008 and on $106,800 wage base for 2009, 2010, 2011.

6.00% |s the statutory sales tax rate. This may be coupled with a sur-tax that is levied by the County from 1/2% up to 1 112%.

Supporting Schedules:

Recap Schedules: E-10, C-40
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Schedule F-8 ASSUMPTIONS Page 1 of 14
2011 SUBSEQUENT YEAR ADJUSTMENT
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumptions Type of Data Shown:

COMPANY: FLORIDA POWER & LIGHT COMPANY

used in developing projected or estimated data. Asa

minimum, state assumptions used for balance sheet, income

AND SUBSIDIARIES

DOCKET NO.: 080677-El

statement and sales forecast.

X__ Proj. Subsequent Yr Ended 12/31/11

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

Kim Qusdahl
Line
No. m (@) (3} 4 (5} (6) (7 8 (9)
1 I SALES, CUSTOMERS, NET ENERGY FOR LOAD
2 GENERAL ASSUMPTIONS 2011
3 A. Population (Florida) 19,212,065
4
5 B. Florida Non-Agricultural Employment (000's) 8,053
6
7 C. Florida Real Household Disposable Income (Base 2000} (000°s of Dollars’ 72
8
9 D. FPL Service Teritory Cooling Degree Hours (Base 72 Degree Temperature, 1,947
10
11 E. FPL Service Territory Heating Degree Hours (Base 66 Degree Temperature, 355
12
13 F. FPL Service Territory Average Temperature Summer Peak Day (Fahrenheit’ 85
14
15 G. FPL Service Territory Average Temperature Winter Peak Day {Fahrenhaeit 46
16
17 H. 2011 Sales by Revenue Class - Most likely {in Million KWH)
18
19 Rasidential Commercial Industrial Street & Highway Other Authority Railway Total Retail  Sales For Resale Total'
20
21 51,654 46,620 3,656 457 35 9 102,514 2,252 104,765
22
23 . 2011 Customers by Revenue Class
24 Residential Commercial Industrial Street & Highway Other Authority Railway Total Retail  Sales For Resale Total '
25
26 4,056,428 534,717 12,980 3.255 188 23 4,607,590 4 4,607,594
27
28 J. 2011 Net Change in Customers by Revenue Class
29 Residential Commercial Industrial Street & Highway Other Authority Railway Total Retail  Sales For Resale Total
30
31 45,590 12,913 294 40 -5 0 58,832 0 58,832
32
33 1 Totals may not add-up due to rounding.
34 ? Average customers - sum of the projected customers for each month divided by twelve.
Supporting Scheduies: Recap Schedules: E-10, C-40
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Schedule F-8
2011 SUBSEQUENT YEAR ADJUSTMENT

ASSUMPTIONS

Page 2 of 14

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION:

COMPANY:  FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NOQ.: 080677-El

For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data. As a
minimum, state assumplions used for balance sheet, income
statement and sales forecast.

Type of Data Shown:
X__Proj. Subsequent Yr Ended 12/31/11

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

Kim Qusdahl

Line
Na. (1) (2}

1 T, K. Most Likely Forecast of Monthly Net Energy for Load (MiHion KWH

2 2011

3 January 8,095

4 February 7.400

5 March 8,244

[ April 8,654

7 May 9,524

8 June 10,540

9 July 10,975

10 August 11,189

N September 10,847

12 CQctober 9,685

13 November 8,544

14 December 8,229

15 111,926

16

17 L. Most Likely Forecast of System Monthly Peaks (Megawatts

18 2011

19 January 19,120

20 February 15,696

21 March 16,435

22 April 17,645

23 May 19,632

24 June 20,404

25 July 21,091

26 August 21,368

27 September 20,913

28 October 19,489

29 Novemnber 17,011

30 December 15,956

3

32 Il.  INFLATION RATE FORECAST

33 Most Likely Annual

34 Rates of Change

35 2011

36 A. 2.1% Consumer Price Index {CPY)

37 The CPI Measures the price change of a constant market basket of goods and services over time

38 For company purposes it Is a useful escalator for determining trends in wage contracts and income

39 payments, excluding construction work.
Supporting Schedules: Recap Schedules: E-10, C40
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I | | } | I ! | | | } I
Scheduie F-8 ASSUMPTIONS Page 3 of 14
2011 SUBSEQUENT YEAR ADJUSTMENT
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedute of assumptions Type of Data Shown:

COMPANY:  FLORIDA POWER & LIGHT COMPANY

AND SUBSIDIARIES

DOCKET NO.: 080677-El

used in developing projected or estimated data. Asa
minimum, state assumptions used for balance sheet, income
stalement and sales forecast.

X Proj. Subsequent Yr Ended 12/31/11

Witness: Dr. Rosemary Morley, Robert E. Barreft, Jr.,
Kim Ousdaht

Line
No. (1) 2)
1 . B 2.5% GDP Defiator
2 The GDP deflatar is the broadest of all categories and capiures price trends for the four majol
3 macro-economic sectors in the nation, which are: the household sector, the business sector, the
4 government sector and the foreign sector. The GDP deflator tends to be more stable than the
5 other indices and is used where very broad price trends are needed.
]
T C. 1.1% Producer Price Index
8 (PPI}: Al Commodities
k] The PP for all commaodities is a comprehensive measure of the average changes in price received in primary markets
10 by producers of commodities in all stages of processing. This index represents price mavements in the manufacturing,
1" agriculture, forestry, fishing, mining, gas and electricity, and public utilities sector of the economy
12
13 22 1.2% Producer Price index
14 {PP1) Intermedliate Materials
15 PP for Intermediate Materials reftects changes in the prices of commodities that have been
16 processed but require further processing before baing sold to the final user
17
18 E. 1.2% Producer Price Index
19 {PPI) Finished Producer Goods
20 PPI for Finished Producer Goods reflects changes in the prices of two major components:
21 finished consumer goods and capital equipment received by producers
22
23 F. 3.1% Producer Price Index
24 Public Utility Private Fixed Investment (except telecom
25 PPI for Public Utility Private Fixed Investment (except telecom) reflects changes in the prices for
26 fixed investment including investment in power plants, distribution lines, substations, transmission lines, and local natural gas pipelines
27
28 G. 3.8% Compensation Per Hour (Non-Farm Business Sector)
29 Index: All workers, including pension and beneofits
30 The compensation per hour index reflects the changes in total wage and benefit compensation for non farm business labor

Supporiing Schedules:

Recap Schedules: E-10, C40
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Schedule F-8

2011 SUBSEQUENT YEAR ADJUSTMENT

ASSUMPTIONS

Page 4 of 14

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY:  FLORIDA POWER & LIGHT COMPANY

AND SUBSIDIARIES

DOCKET NO.: 080677-El

EXPLANATION: For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data. Asa
mirimum, state assumptions used for balance sheet, income

staternent and sales forecast.

Type of Data Shown:

X__Proj. Subsequent Yr Ended 12/31/11

Witness: Dr. Rosemary Morley, Robert E, Barrett, Jr.,

Kim Qusdahl

Line
No. (1) (2) (3)

1 . FINANCING AND INTEREST RATE ASSUMPTIONS

2

3 General Assumptions

4

5 A, Target Capitalization Raties

6 During the projected test year, Florida Power & Light Company's

7 capitalization is projected to be as follows: equity approximately 55%,

8 and debt approximately 45%, adjusted for off-balance sheet obligations

9

10 B. Preferred Stock Pramium and Underwriting Discount

11 It is assumed that no preferred stock will be issued.

12

13

14 C. First Mortgage Bond Prices and Underwriting Discount

15 It is assurmed that first mortgage bonds will be issued to the public

16 at par with an underwriting commission of .875%.

17

18

19 Interest Rate Assumptiens

20 2011

21 D. Long Term Debt 7.0%

22

23 Short Term Debt Although the company maintains several lines of credit, the company forecasts them at zero

24

25 E. Pollution Control Bonds 21%

26

27 F. Preferred Stock No preferred stock outstanding.

28

29 G. 30-Day Commercial Paper 3.0%
Supporting Schedules: Recap Schedules: E-10,C40
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Schedule F-8
2011 SUBSEQUENT YEAR ADJUSTMENT

ASSUMPTIONS

Page 5 of 14

FLORIDA PUBLIC SERVICE COMMISSION

EXPLANATION: For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data. As a
minimum, state assumptions used for balance sheet, income

COMPANY: FLORIDA POWER & LIGHT COMPANY

AND SUBSIDIARIES
DOCKET NO.: 080677-El

statement and sales forecast.

Type of Data Shown;
X_ Proj. Subsequent Yr Ended 12/31/11

Witness: Dr. Rosemary Morley, Robert E. Barreft, Jr.,
Kim Qusdahl

Line

No. (1) (2) (3)
1 IV. N SERVICE DATES OF MAJOR PROJECTS
2 A,
3 BUDGET IN SERVICE
4 ITEM # PROJECT DESCRIPTION DATE *
5 NHuclear Generatlon Frojects
6 406 Turkey Point Excellence Program 2009-2012
7 398 St. Lucie Unit 2 Extended Power Uprate Project™ 01/2011 & 06/2012
8 399 Turkey Point Unit 4 Extended Power Uprate Project™ 05/2011 & 12/2012
9 556 S1. Lucie & Turkey Point Life Cycle Management Project U1-11/2011 & U2-12/2010
10 392 St. Lucie Unit 1 Extended Power Uprate Project™ 12/2011
11 410 St. Lucie Corrosion & Caoatings Project 12/2011
12 817 National Fire Protection Assoc 805 Projecl PSL-12/2011 & PTN-12/2012
13 343 Turkey Point Unit 3 Extended Power Uprate Project™ 05/2012
14 528 Turkey Point Integrated Bottom Mount Instrument Projec! 05/2012
15 410 St. Lucie Procedure Upgrade Project 12/2012
16 Fossil Generation Projects
17 152 West County Energy Center Unit 3 Project 06/2011
18 138 Sanford Unit 5 LP HRSG Evap Section Replacement Project 09/2011
19 177 Scherer Unit 4 Select Catalytic Reduction CAIR Project™ 0472012
20 177 Scherer Unit 4 Flue Gas Desulfer FGD CAIR Project™ 04/2012
21 506 Cape Canaveral Modernization 0672013
22 493 Intrastate Gas Pipeline Project 09/2013
23 505 Riviera Modernization 06/2014
24 Other Generation Projects
25 151 St. Lucie Wind Project 05,2011
26 Transmission Projects
27 277 Princetan Injection Project 05/2011
28 287 Princeton Injection North Area Projeci 12/2011
28 29 Bunnell-St.Johns 230kv Line 12/201
30 294 Norris Volusia Line 12/2011
31 325 Bobwhite Manatee 230kv Line 12/2011
32 349 Hobe-Sandpiper #2 Transmission Line 12/2011
33 524 Martin South Bay Conversion West Area Projecl 1112011
34 524 Martin South Bay Conversion Central Area Project 12/2013
35 391 Collier Area Improvements Project 12/2013
36 414 South Ft. Myers Reliability Standard Projec! 1212013
37 313 Green Project 06/2015
38 ’ Intangible & General Plant Projects
39 164 SAP Project 09/2011
40 587 SCC EMS Project 12/2013
41
42 * Projects which have a foreseeable monetary impact in fiscal year 2011
43 ** Projects which are recovered, or partially recovered, through other mechanisms

(Muitipie Projects with Various in-Service Dates,

Supporting Schedules:

Recap Schedules: E-10, C40
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Schedule F-8

2011 SUBSEQUENT YEAR ADJUSTMENT

ASSUMPTIONS

Page 6 of 14

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumptions Type of Data Shown:
used in developing projected or estimated data. As a _ X __Proj. Subsequent Yr Ended 12/31/11
minimurm, state assumptions used for balance sheet, income

COMPANY:  FLORIDA POWER & LIGHT COMPANY staternent and sales forecast.

AND SUBSIDIARIES
DOCKET NO.: 080677-EI Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,
Kim Ousdahl
Line
No. ] @ @ @ 15)
1 V. MAJOR GENERATING UNIT QUTAGE ASSUMPTIONS
2
3 A. Nuclear Maintenance Schedules {Including outage period and reason)
4
5 2011 2011
6 Unit Outage Period Outage Description
7 St. Lucie Unit 1 101172011 - 12{4/2011 Refueling, Extended Power Uprate Project
8 Turkey Point Unit 4 3/14/2011 - 5/23/2011 Refueling, Extended Power Uprate Project
9
10
11 B. Fossil Units Outage Schedule {including outage perlod and reason)
12
13 2011 2011 2011
14 Unit Qutage Start Cutage End Cutage Description
15 . 21211 2r25M1 s .
16 FT. MYERS 2 1/29/11 211111 D HGP, MINOR HRSG, GEN INSP
17 FT. MYERS 2 2112111 212511 £ HGP, MINOR HRSG, GEN INSP
18 LAUDERDALE 4 3/19/11 32711 A /B COMBUSTOR INSPECTION
19 LAUDERDALE 5 10129411 1172211 A MAJOR CT, MINOR HRSG, GEN INSP
20 LAUDERDALE 5 10/2911 11/6/11 B COMBUSTOR INSPECTION
21 LAUDERDALE 5 10/29111 11/25M1 TURBINE VALVES, GEN INSP / STATOR REWEDGE
22 MANATEE 1 21111 212111 DC REPAIRS
23 MANATEE 2 10/1111 11/4/11 MINOR BOILER, TURBINE VALVES
24 MANATEE 3 375111 372511 A MAJOR CT & HRSG, GEN INSP
25 MANATEE 3 3/5/11 3725111 B MAJCR CT & HRSG, GEN INSP
26 MANATEE 3 3/26/11 4/15/11 C MAJOR CT & HRSG, GEN INSP
27 MANATEE 3 3/26/11 4115111 D MAJOR CT & HRSG, GEN INSP
28 MANATEE 3 3/119/11 418111 TURBINE VALVES, GEN INSP
29 MARTIN B 9/3/11 972311 A MAJOR CT & HRSG, GEN INSP
30 MARTIN 8 5M14/11 520111 B HRSG INSPECTION
3 MARTIN 8 6/4/11 6/24/11 C MAJOR CT & HRSG, GEN INSP
32 MARTIN 8 6/4/11 6/24/11 D MAJOR CT & HRSG, GEN INSP
33 MARTIN 8 6/4/11 6/24/11 TURBINE VALVES, GEN INSP

Supporting Schedules:

Recap Schedules:

E-190, C-40
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Schedule F-8 ASSUMPTIONS Page 7 of 14
2011 SUBSEQUENT YEAR ADJUSTMENT
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumptions Type of Data Shown:

COMPANY:  FLORIDA POWER & LIGHT COMPANY
AND SUBSIDIARIES

DOCKET NO.: 080677-El

used in developing projected or estimated data. As a

X__ Proj. Subsequent Yr Ended 12/31/11

minimum, state assumptions used for balance sheet, income

statement and sales forecast.

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

Kim Qusdahl

Line
No. 0 @ 3 (4) (5)

1 V. B

2 MARTIN 2 10/22111 11/25/11 MAJOR BOILER, TURBINE VALVES, GEN INSP

3 MARTIN 3 3/26/11 4/15/11 A MAJOR CT & HRSG, GEN INSP

4 MARTIN 3 7914 7/115/11 B COMBUSTOR INSPECTION

5 MARTIN 4 2/18/11 2/25/11 A COMBUSTOR INSPECTION

6 MARTIN 4 21211 34411 B MAJOR CT & HRSG, GEN INSP

7 MARTIN 4 2112111 2/25/11 GEN INSP

8 PT EVERGLADES 3 4/23111 6/11/11 MAJOR BOILER, TURBINE VALVES, GEN INSP / P-HOUSE

9 PUTNAM 911 9/5/11 COOLNG TOWER FAN

10 PUTNAM 1 1011511 10424111 1GT1 HOT GAS PATH & MINOR HRSG

11 PUTNAM 1 9111 9/5/11 1GT2 COMBUSTOR INSPECTION

12 PUTNAM 2 11111 1131114 2GT1 GENERATOR MAJOR

13 PUTNAM 2 2MMH1 2511 2GT2 COMBUSTOR INSPECTION

14 PUTNAM 2 31411 5/8/11 MAJOR STM TURBINE & GEN / SWITCHGEAR

15 SANFORD 5 6/11/11 6/24/11 A HGP, MINOR HRSG, GEN INSP / 24K / 50-S5 REPLACE

16 SANFORD 5 512811 6/10/11 B HRSG INSPECTION / S0-55 REPLACE

17 SANFORD 5 4/16/11 4/22111 C HRSG INSPECTION

18 SANFORD 5 9/3111 9/23/11 D MAJOR CT, HRSG, & GEN / 24K

19 SANFORD 5 4/16/11 6/2411 MAJOR STM TURBINE & GEN / P-91 /SWITCHGEAR

20 ST. JOHNS RIWER POWER PARK 1 2/26/11 342811 BLR,FGD,BFPT

21 TURKEY POINT 5 2/26M11 3411 A HRSG INSPECTION

22 TURKEY POINT 5 315/11 KARFAR B HRSG INSPECTION

23 TURKEY POINT 5 3/25/11 331111 C HRSG INSPECTION

24 TURKEY POINT 5 41111 4711 D HRSG INSPECTION

25 TURKEY POINT 1 4/2111 4722111 MINOR BOILER

26 WEST COUNTY ENERGY CENTER 1 10/1/11 1072011 1A HGP, MINOR HRSG, GEN INSP

27 WEST COUNTY ENERGY CENTER 1 10/21/11 11/9M11 1B HGP, MINOR HRSG, GEN INSP

28 WEST COUNTY ENERGY CENTER 1 11/10/11 1172911 1C HGP, MINOR HRSG, GEN INSP

29 WEST COUNTY ENERGY CENTER 2 3/12/11 321111 2A COMBUSTOR INSPECTION

30 WEST COUNTY ENERGY CENTER 2 3/22/11 3734711 2B COMBUSTOR INSPECTION

31 WEST COUNTY ENERGY CENTER 2 4/1/11 4/10/11 2C COMBUSTOR INSPECTION
Supporting Schadules: Recap Schedules: E-10,C40
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Schedule F-8

2011 SUBSEQUENT YEAR ADJUSTMENT

ASSUMPTIONS

Page 8 of 14

FLORIDA PUBLIC SERVICE COMMISSION

EXPLANATION: For a projected test year, provide a schedule of assumplions
used in developing projected or estimated data. As a

minimum, state assumptions used for balance sheet, income

COMPANY:  FLORIDA POWER & LIGHT COMPANY statement and sales forecast.

AND SUB

DOCKET NO.: 080677-El

SIDIARIES

Type of Data Shown:
X Proj. Subsequent Yr Ended 12/31/11

Witness: Df, Rosemary Marley, Robert E. Barrett, Jr.,

Kim Qusdahl

Line
No. ) 2) 3) @)

1 V. INTERCHANGE AND PURCHASED POWER ASSUMPTIONS

2

3 A, Contractual Commitments for Scheduled Interchange/Purchased Power

4

5 1 Unit Power Purchase (UPS) - Southern Companies

3] a, Capacity (MW) based on 2004 Net Dependable Capacity Unit Ratings:

7 2011 932

8

9 h. Minimum (MW} scheduling requirements

10 2011 a2

"

12 ¢. Capacity and energy costs based on Scuthern's estimate, subject to true up and audit.

13

14 d. Energy costs recovered through Fuel Cost Recovery Clause (FCRC) and capacity costs recovered

15 through Capacity Cost Recovery Clause (CCRC).

16

17 2 Unit Power Purchase - St Johns River Power Park

18 a. 30% of rated net capacity of each unit is considered purchased power.

19 b. All energy scheduled by FPL in excess of 20% (FPL owned generation) is considered

20 purchased energy.

21 c. Capacity costs are recovered through CCRC and base rates. Enesgy costs are recovered

22 through FCRC.
Supporting Schedules: Recap Schedules: E-10, C-40
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Schedule F-8 ASSUMPTIONS Page 9 of 14
2011 SUBSEQUENT YEAR ADJUSTMENT
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumplions Type of Data Shown:

used in developing projected or estimated data. As a

minimum, state assumptions used for balance sheet, income

COMPANY: FLORIDA POWER & LIGHT COMPANY statement and sales forecast.
AND SUBSIDIARIES

DOCKET NO.: 0B0677-El

X__Proj. Subseqguent Yr Ended 12/31/11

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

Kim Qusdahl

Line
No. (1 2) ) (4

1 3 Power Sold and Economy Energy Purchases (Schedule "0§")

2 a. Schedule OS sales based upon projected market prices and expected available

3 generation relative to FPL's projected incremental cost of sale (generation and

4 transmission )

5 b. Schedule OS purchases based upon FPL's projected incremental generation cost

6 relative to projected market prices plus incremental costs and transmissian.

7 ¢. Energy & transmission costs of OS purchases recovered through the FCRC. For OS

8 sales, FCRC credited for incremental generation cost, CCRC credited for FPL

9 transmission incurred to make sale, Base cradited for incremental costs of running

10 gas turbines, if applicable, and FCRC credited for gain on sale

1

12 4 [nterchange related to St Lucle Unit 2 Reliability Exchange agreement

13 a. Based on P-MArea projection for PSL 1 and PSL 2 output as applied to the contract formula.

14

15 5 Schedule of New and Expiring Interchange/Purchase Power Contracts for the period.

16

17 6 Purchased Power from Qualifying Facilities:

18 a. Firm Capacity (MW) Energy (MWH}

19 2011 595 4,511,676

20

21 b. As Available

22 2011 na 448,604
Supporting Schedules: Recap Schedules: E-10, C-40
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Schedule F-8 ASSUMPTIONS Page 10 of 14
2011 SUBSEQUENT YEAR ADJUSTMENT
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumptions Type of Data Shown:

COMPANY: FLORIDA POWER & LIGHT COMPANY

used in developing projected or estimated data. As a
minimum, state assumptions used for balance sheet, income

statement and sales forecasi.

AND SUBSIDIARIES

DOCKET NO.: 080677-El

Kim Cusdahl

X__Proj. Subsequent Yr Ended 12/31/11

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,

Line

(1) @ (3}

Vi

0 ~ @ ot bk W N =

w0

Vil
10

11 A

12
13
14
15
16
i7
18
19
20
21

7 Schedule of Sales and Purchased Power Contracts for the Period (contracts Impact 2011)
a. Sales: Key West 45 MW RTC Capacity and Energy (1/1/11 to 12/31/11)
Reedy Creek 8 MW Call option on Capacity and Incremental Energy (1/1/11 10 12/31/11)
Lee County EMC Partial Requirements up to 300 MW (1/1/11 to 12/31/11)
Homestead 2 MW Call Option on Capacity and Incremental Energy (1/1/11 to 12/31/11)
Florida Keys Coop Partial Requirements ~119 MW (1/1/2011 to 12/31/2011)
b. Purchases: Oleander Power Project, LP dated April 30, 2001 {6/1/2002 through 5/31/2012)

FUEL ASSUMPTIONS

Fuel Related Assumptions
1 Fossil Fuel
The current real and nominal fuel price forecast for light and heavy fuel cil, natural gas, coal,
and petroleum coke, and the projection for the availability of natural gas 1o the FPL system
for 2009, 2010 and 2011 were issued on November 6, 2008 and were based on current and projected
market conditions, and existing supply and transportation contracts.  This forecast was

used as input into the P-MArea production costing model for development of forecasted information.

2 Nuclear Fuel
The Nuclear Fuel Forecast model was used to project fuel costs. The 2011 Fuel Cost Projections used in the impending rate case filing
are consisient with the Approved Operating Schedule dated August 15, 2008,

Supporting Schedules:

Recap Schedules:

E-10, C40
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Schedule F-8

2011 SUBSEQUENT YEAR ADJUSTMENT

ASSUMPTIONS

Page 11 of 14

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY:

EXPLANATION:

FLORIDA POWER & LIGHT COMPANY

AND SUBSIDIARIES

DOCKET NO.: 080677-El

For a projected test year, provide a schedule of assumptions
used in developing projected or estimated data. As a
minimum, state assumptions used for balance sheet, income

statement and sales forecast.

Type of Data Shown:
X__Proj. Subsequent Yr Ended 12/31/11

Witness: Dr. Resemary Morley, Robert E. Barrett, Jr.,

Kim Qusdahl

OPERATIONS AND MAINTENANCE AND CAPITAL EXPENDITURES FORECAST ASSUMPTIONS

1. CWIP: Al Construction Woark in Prograss (CWIP) which does not meet the criteria for the accrual of Allowance for Funds Used During Construction (AFUDC)
are included in CWIP for rate base in accordance with Rule No. 25-6.0141, Flonida Administrative Code.

FPL's current AFUDC rate is 7.65% as approved by the Florida Public Service Commission in Order No. PSC-08-0265-PAA-El, in Docket No. 080088-El issued on April 28, 2008.

Line
No. (1) 2 3)
1 VIl
2 A. INFLATION RATE FORECAST
3
4 See Section Il Inflation Rate Forecast
5
6 B. PAY PROGRAMS
7 1 Moerlt Pay Program Increases
8 2%
9
10 IX OTHER ASSUMPTIONS
1 A. Amount of CWIP and NFIP in Rate Base - FPSC
12
13
14 2. NFIP: All Nuclear Fuel in Process is included in rate base.
15
16 B. Amount of CWIP and NFIP in Rate Base - FERC
17 1. CWIP: None.
18 2. NFIP: None.
19
20 C. AFUDC Rates for Capital Expenditures (FPSC and FERC)
21
22
23 D. AFUDC Debt/Equity Split - FPSC and FERC
24 FPSC Ratio FERC Ratio
25 1. Debt % 25.10% 34.61%
26 2. Equity % 74.80% 65.39%

Supporting Schedules:

Recap Schedules: E-10, G40
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Schedule F-8
2011 SUBSEQUENT YEAR ADJUSTMENT

ASSUMPTIONS

Page 12 of 14

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY:  FLORIDA POWER & LIGHT COMPANY

AND SUBSIDIARIES

DOCKET NO.: 080677-El

EXPLANATION: For a projected test year, provide a schedule of assumptions

used in developing projected or estimated data. As a
minimum, state assumptions used for batance sheet, income
statement and sales forecast.

Type of Data Shown:
X__Proj. Subsequent Yr Ended 12/31/11

Witness: Dr. Rosemary Morley, Robert E. Barreft, Jr.,
Kim Ousdahl

Line
No. 4] @)

(3)

4)

IX. E. Depreciation Rates

1. Forthe 2011 subsequent year, depreciation expense is based on depreciation rates approved by the Florida Public Service Commission in Docket No. 050188-El, Order No.
PSC-05-0902-5-El issued on September 14, 2005. Depreciation Rates specifically applicable to Manatee Unit 3 and Martin Unit 8 were approved in Docket No, 050300-El, Order No.
PSC-05-0821-PAA-E issued on August 11, 2005, Turkey Point Unit 5 was approved in Docket No. 070100-El, Order No. PSC-07-0456-PAA-El issued on May 29, 2007, and the DeSoto

2. The Company has filed its current depreciation study as required in Rule No. 25-6.0436, Florida Administrative Code. The Company filed its previous study on March 17, 2005
and is required 1o file its next depreciation study no later than four years from the date it submitted its previous study.
3. The Company is requesting a company adjustment to its 2011 subsequent period results to reflect the final outcome of the FPSC’s review and approval of

1
2
3
4
5 and Space Coast solar energy centers were approved in Docket No. 080543-El, Order No. PSC-08-0731-PAA-EI issued on November 3, 2008.
6
7
8
9

its recently filed depreciation study.

10 4. For the 2011 subsequent vear, FPL included an accrual of $15,321,113 for the Dismantiement of Fossil-Fueled Generating Stations. This annual amount was approved by the
1 Commission in Order No, PSC-08-0095-PAA-E| in Docket No. 070378-El issued on February 14, 2008,

12 5. The Company has filed its current dismantlement study as reguired in Order No. PSC-08-0095-PAA-EI in Docket No. 070378-El issued on February 14, 2008.
13 The Commission required FPL to file its next dismantlement study concurrentty with the filing of ils next depreciation study, which must be on or by March 17, 2009.
14 6. The Company is requesting a company adjustment fo its 2011 subsequent period results to reflect the final outcome of the FPSC's review and approval of

15 its recently filed dismantlement study.

16

17 F Total Line Losses 2011 of Net Energy for Load

18 6.23%

19

20 G Company Usage 2011 of Net Energy for Load

21 0.11%

22 H 35% FEDERAL INCOME TAX RATE (REGULAR)

23

24 | 5.5% STATE INCOME TAX RATE

25

26 J 0.00072 REGULATORY ASSESSMENT FEE RATE (FPSC)

27 Per Rule 25-6.0131,"Investor Owned Electric Company Regulatory Assessment Fee" in the Florida Administrative Code.

28

29 K 2.50% GROSS RECEIPTS TAX RATE

30 Provided as a pass through to customers as pravided in Florida Statute Chapter 203.

Supporting Schedules:

Recap Schedules: E-10, C40
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Schedule F-8 ASSUMPTIONS Page 13 of 14
2011 SUBSEQUENT YEAR ADJUSTMENT

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: For a projected test year, provide a schedule of assumptions Type of Data Shown:
used in developing projected or estimated data. Asa _ X _Proj. Subsequent Yr Ended 12/31/11
minimum, state assumptions used for balance sheet, income
COMPANY: FLORIDA POWER & LIGHT COMPANY statement and sales forecast,
AND SUBSIDIARIES

[H-££9080 "ON LAYD0A

87 A0 LZ ADVd ‘+-99d LIgIHXA

DOCKET NO.: 080677-El Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,
Kim Qusdahl
Line
No. (1) (2)
1
2 L. FRANCHISE FEE RATE
3 4.75% 2011
4 Percentage represents composite rate.
5
6 M. PRIOR YEAR
T Year 2009 Forecast
8
9 N. TEST YEAR
10 Year 2010 Foracast
11
12 [#] HISTORICAL YEAR
13 ‘Year 2008
14
15 P LAST MONTH OF HISTORICAL DATA
16 Septernber 2008
17
18 Q. LAST YEAR FORECASTED
19 Year 2011
20
21 R MILLAGE RATE FOR PROPERTY TAXES
22 1.8662952% is the overall millage rate used for the year ended 12/31/2011.
Supporting Schedules: Recap Schedules: E-10, C40
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Schedule F-8

2011 SUBSEQUENT YEAR ADJUSTMENT

ASSUMPTIONS

Page 14 of 14

FLORIDA PUBLIC SERVICE COMMISSION

COMPANY:

EXPLANATION:

FLORIDA POWER & LIGHT COMPANY

AND SUBSIDIARIES

DOCKET NQ.: DBO&77-El

For a projected test year, provide a schedule of assumptions
used in developing projected ar estimated data. As a
minimum, state assumptions used for balance sheet, income

statement and sales forecast.

Type of Data Shown:
X__Proj. Subsequent Yr Ended 12/31/11

Witness: Dr. Rosemary Morley, Robert E. Barrett, Jr.,
Kim Qusdahl

(1} 2)

Line
No.
1 8.
2
3
4
5 T
6
7
8
9 i
10
1

STATUTORY SALES TAX RATE

6.00% Is the statutory sales tax rate. This may be coupled with a sur-tax that is levied by the County from 1/2% up to 1 1/2%.

6.20% is the blended forecasted rate, based on 2007 actual payments.

FEDERAL AND STATE UNEMPLOYMENT TAX RATES

0.8% FUTA on the first §7,000 of wage base per employee
0.6% SUTA on the first $7,000 of wage base per employee

FICA TAX RATES

6.2% Social Security Tax on $102,000 wage base for 2008 and on $106,80¢ wage base for 2009, 2010, 2011.

1.5% Medicare tax on totat compensation.

Supporting Schedules:

Recap Schedules: E-10, C-40
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DOCKET NO. 080677-EI
Budget and Actual Net Income 2004 through 2008
EXHIBIT REB-5, PAGE 1 OF 1

BUDGET AND ACTUAL NET INCOME 2004 - 2008

$ millions
2004
2005
2006
2007
2008

Average 2004-2008
Average 2004-2007

(1) Source: Company records

Budget
Net
Income

$773
$748
$829
$838
$875

(1)
(1
(1)
N
(1)

Actual

Net Percent

Income Change
$763 (2) -1.3%
$748 (3 0.0%
$829 () 0.0%
$836 (3) -0.2%
$789 (3 -9.8%
-2.3%
-0.4%

(2) Source: FPL Group, Inc. Form 10-K; excludes impact of hurricanes and settlement of shareholder lawsuit

{3) Source: FPL Group, Inc. Form 10-K

(4) Source: FPL Group, Inc. Form 10-K, excludes $27 million of after tax disaliowed storm costs

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET No. 080677-EI & 090130-EI EXHIBIT 57
Company Florida Power & Light Co. (FPL) (Direct)
WITNESS Robert E. Barrett, Jr. (REB-5)

DaTe 08/28/09




DOCKET NO. 080677-EI
Size and Diversity of Florida Economy
EXHIBIT REB-6, PAGE 1 OF 2

2007 Gross State Product (Selected States)
Millions of chained (2000) dollars

Rank United States 13,743,021 100.0%
1 California 1,812,968 13.2%
2 Texas 1,141,965 8.3%
3 New York 1,103,024 8.0%
4 Florida 734,519 5.3%
5 lllinois 609,570 4.4%
6 Pennsylvania 531,110 3.9%
7 Ohio 466,309 3.4%
8 New Jersey 465,484 34%
9 North Carolina 399,446 2.9%
10 Georgia 396,504 2.9%

Source: U.S. Bureau of Economic Analysis

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-EI ExHiBir S8
CowmPaNy Florida Power & Light Co. (FPL) (Direct)

WITNESS Robert E. Barrett, Jr. (REB-6)

DATE 08/28/09




DOCKET NO. 080677-EI
Size and Diversity of Florida Economy
A EXHIBIT REB-6, PAGE 2 OF 2

2008 Florida Employment Structure
6.4%

6.7%

-16.5%

\—14.2%
12.8%-

O Trade, Transportation, and Ultilities
’ Bl Professional and Business Services

Government

B Education and Health

B Leisure and Hospitality

Financial Activities
- 1 Construction

M Manufacturing

O Other

Source: Global Insight




% Growth

DOCKET NO. 080677-EI
Non-Agricultural Florida Employment
EXHIBIT REB-7, PAGE 1 OF 1

Total Non-Agricultural Employment
Florida vs US

5.0%

BUuUsS BFL

4.0%

3.0%

2.0%

1.0%

0.0% 1

-1.0%

-2.0%
2001 2002 2003 2004 2005 2006 2007 2008

Source: Bureau of Labor Statistics (BLS)

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET No. 080677-EI & 090130-EI EXHIBIT 59
CompPANY Florida Power & Light Co. (FPL) (Direct)
WITNESS Robert E. Barrett, Jr. (REB-7)

DATE 08/28/09




% Change

DOCKET NO. 080677-E1l
Florida Population Growth
EXHIBIT REB-8, PAGE 1 OF 1

Population Growth Estimates

3.0%

EUS BEFLORIDA

2.5%

2.0%

1.5%

1.0%

0.5% -

0.0%
2001 2002 2003 2004 2005 2006 2007

Source: US: Census Bureau.
FPL: University of Florida

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET No. 080677-EI & 090130-EIl ExHiBIT 60
CoMpPANY Florida Power & Light Co. (FPL) (Direct)
WITNESS Robert E. Barrett, Jr. (REB-8)

DATE 08/28/09
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DOCKET NO. 080677-El
Florida Housing Starts

EXHIBIT REB-9, PAGE 1 OF 1

Florida Housing Starts

2001 2002

Source: University of Florida

2003 2004 2005 2006 2007 2008

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-EI EXHIBIT
CoMPANY Florida Power & Light Co. (FPL) (Direct)

61

WITNESS Robert E. Barrett, Jr. (REB-9)

DATE 08/28/09




% Change

DOCKET NO. 080677-El
Real Disposable Income per Household
EXHIBIT REB-10, PAGE 1 OF 1

Real Disposable Income per Household

5.0%
HmuUs WFL
4.0%
3.0%
2.0%
N .
0.0% T T T T T T
-1.0%
) 2000 2001 2002 2003 2004 2005 2006 2007 2008

Source: US: Bureau of Economic Analysis (BEA) - FL: FPL

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET No. 080677-EI & 090130-EI EXHIBIT 62
COMPANY Florida Power & Light Co. (FPL) (Direct)
WITNESS Robert E. Barrett, Jr. (REB-10)

DATE 08/28/09




Number of Bankruptcy Filings

70,000

60,000

50,000 1

40,000

30,000
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10,000

DOCKET NO. 080677-El
Florida Personal Bankruptcies
EXHIBIT REB-11, PAGE 1 OF 1

Florida Personal Bankruptcy Filings

2006

2007

Source: American Bankruptcy Institute
* Fourth quarter estimated

2008 *

FLORIDA PUBLIC SERVICE COMMISSION
DocKET No. 080677-EI & 090130-EI EXHIBIT 63
ComprANY Florida Power & Light Co. (FPL) (Direct)

WITNESS Robert E. Barrett, Jr. (REB-11)

DATE 08/28/09




Foreclosure Rate

DOCKET NO. 080677-E1
Foreclosure Rates
EXHIBIT REB-12, PAGE 1 OF 1

Foreclosure Rates

5.0%

BUS HFL
4.5%

4.0%

3.5%

3.0%

2.5%

2.0%

1.5%

1.0%

0.5% {

0.0%

2005 2006 2007 2008

Source: RealtyTrac

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-El1 & 090130-EI EXHIBIT 64
CoMPANY Florida Power & Light Co. (FPL) (Direct)

WITNESS Robert E. Barrett, Jr. (REB-12)

DATE 08/28/09




6.0%

5.0%

4.0%

% Change

2.0%

1.0%

0.0% -

DOCKET NO. 080677-El
Consumer Price Index
EXHIBIT REB-13, PAGE 1 OF 1

Consumer Price Index (All Urban Consumers)

3.0% |

BuUsS

2000

M South FL

lll““

2001 2002 2003 2004 2005 2006 2007 2008

Source: Bureau of Labor Statistics (BLS)

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 080677-EI & 090130-E1 EXHIBIT 65
ComMPANY Florida Power & Light Co. (FPL) (Direct)

WITNESS Robert E. Barrett, Jr. (REB-13)

DATE 08/28/09




Number of NSA

DOCKET NO. 080677-E1
FPL New Service Accounts
EXHIBIT REB-14, PAGE 1 OF |

FPL New Service Accounts

140,000
120,000
100,000
80,000
60,000
40,000
20,000 |
0 T g ¥ Y v T T
2001 2002 2003 2004 2005 2006 2007 2008
Source: FPL

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-EI EXHIBIT 66
CompraNy Florida Power & Light Co. (FPL) (Direct)

WITNESS Robert E. Barrett, Jr. (REB-14)

DATE 08/28/09




% Growth

3.0%

2.5%

2.0%

1.5%

1.0%

0.5%

0.0% -

DOCKET NO. 080677-El
FPL Total Customer Growth

EXHIBIT REB-15, PAGE 1 OF 2

FPL Total Customer Growth - %

IR

2001

Source: FPL

2002

2003

2004

2005 2006 2007 2008

FLORIDA PUBLIC SERVICE COMMISSION
DocCKET No. 080677-E1 & 090130-E1 EXHIBIT
CoMpPANY Florida Power & Light Co. (FPL) (Direct)

67

WITNESS Robert E. Barrett, Jr. (REB-15)

DATE 08/28/09




Annual Growth

DOCKET NO. 080677-El
FPL Total Customer Growth
EXHIBIT REB-15, PAGE 2 OF 2

FPL Total Customer Growth

120,000

100,000 -

80,000
60,000
40,000
20,000 -

2001 2002 2003 2004 2005 2006 2007 2008

Source: FPL




Capital Expenditure Reductions
Excludes New England Division
($millions)

Business Unit

Power Generation

Nuclear

Transmission

Distribution

Customer Service

Engineering & Construction and
Project Development

Other

Total

FLORIDA PUBLIC SERVICE COMMISSION
DockET No. 080677-EI & 090130-EI
CoMPaNY Florida Power & Light Co. (FPL) (Direct)

2008 2008 2008

Original Year End Increase
Budget Actual (Decrease)
$ 463 $ 389 $ (74)
318 316 (2)
303 259 (44)
558 440 (118)
16 15 (1)
960 760 (199)
231 138 (93)
$ 2,848 § 2317 $  (5831)

EXHIBIT 68

WITNESS Robert E. Barrett, Jr. (REB-16)

DATE 08/28/09

2009 2009 2009
Proposed Approved Increase
Budget Budget {Decrease)
$ 418 $ 417 $ (1)
596 533 (63)
281 225 (56)
604 345 (259)

62 54 (8)
1,111 1,025 (86)
187 191 4

5§ 3,259 $ 2,790 $  (469)
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FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 080677-EI & 090130-E1 EXHIBIT 69
Comrany Florida Power & Light Co. (FPL) (Direct)

WITNESS Robert E. Barrett, Jr. (REB-17)

DATE 08/28/09
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DOCKET NO. 080677-EI
FPL Capital Expenditures 1985 through 2008
EXHIBIT REB-18 PAGE 1 OF 1

FPL Capital Expenditures
1985 through 2008
$ Billions

Capacity additions placed in service

Production plant $4.6

Transmission interconnection 0.2
Capacity additions in construction work in progress 1.0
Production plant - other 5.9
Transmission 3.2
Distribution 8.5
General 2.6

Total T $259

FLORIDA PUBLIC SERVICE COMMISSION
DoCcKET No. 080677-El & 090130-EI ExHIBIT 70
ComPaNY Florida Power & Light Co. (FPL) (Direct)

WITNESS Robent E. Barrett, Jr. (REB-18)

DaTe 08/28/09




FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NoO. 080677-EI & ¢90130-El ExXHIBIT 71
CoMPANY Florida Power & Light Co. (FPL) (Direct)

WITNESS Robert E. Barrett, Jr. (REB-19)

DATE 08/28/09
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FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 080677-EI & 090130-El ExXaiBiT 72
CompaNy Florida Power & Light Co. (FPL) (Direct)

WITNESS Robert E. Barrett, Jr. (REB-20)

Date 08/28/09
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Drivers of the Increase in Revenue Requirements
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Docket No. 080677-E1
Care Center Satisfaction Research
Exhibit MMS-1, Page 1 of 1

2008 Customer Care Center Satisfaction Research
Key Satisfaction Measures

The satisfaction score is the percent of customers rating the area being measured a six or seven on a seven point scale,
with seven indicating the highest Ievel of satisfaction.

Residential Customers

84% B86% 83%

Business Customers

85% | 87% 84%

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 020130-EI Exmerr 73
CompaNy Florida Power & Light Co. (FPL) (Direct)

WITNESS Mailene M. Santos (MMS-1)

DATE 08/28/09




Docket No. 080677-EI

Billing and Payment Options
Exhibit MMS-2, Page 1 of 1

BILLING AND PAYMENT OPTIONS

Number of
Billing Options Description 2008 Annual
Transaction
US Mail Customer receives a bill via US Mail. 45,226,065
Billing ;
FPL E-Mail Customer receives an e-mail with a link to FPL.com, where 6,229,160
Bill they can view their bill.
E-Bill Customer signs up with a third party to view bills from 1,485,259
multiple companies through the internet. These bills may be
viewed at a variety of internet web sites, including those of
financial institutions, brokerage firms, United States Postal
Service, efc.
EDI FPL Electronic Data Interchange allows a business customer 529,349
to receive their bill electronically.
Summary Customers with 10 or more service locations may receive one 434,740
Billing summarized bill instead of receiving individual bills
throughout the month.
Payment Deseription zgt?sm:;:::;
LT Transaction
Pay by US Customer remits payment through the U.S Postal Service. 22,552,945
Mail
EDI Payment | FPL Electronic Data Interchange allows a business customer 8,713,957
to pay their bill electronically.
Automatic Bill | Customer pre-authorizes automatic transfer of payment from 7,722,691
Pay their checking accounts, Customers may choose between 10
to 20 days after the billing date to have their funds withdrawn.
Pay Online Customer makes payments online at FPL.com. Payments may 5,732,228
be made anytime, 24 hours a day, 7 days a week.
Pay Station Customer pays in person at an authorized pay station, 4,546,286
Pay by Phone | Customer makes payments using a touch-tone telephone. 4,152,828
Payments may be made anytime, 24 hours a day, 7 days a2
week.
Ontine Billing | Customer signs up with a third party to view and pay bills 1,484,871
Payments from multiple companies through the intemet, These bills
may be viewed and paid at a variety of internet web sites,
including those of financial institutions, brokerage firms,
United States Postal Service, etc.
Credit or Debit | Customer makes a payment using a credit or debit card 483,831
Card through a third party vendor.

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET No. 080677-EI & 090130-El

CompANY Florida Power & Light Co. (FPL) (Direct)

EXHIBIT

74

WITNESS Marlene M. Santos (MMS-2)

DATE 08/28/09




Docket No. 080677-E1
FERC Customer Service O&M
Exhibit MMS-3, Page 1 of 1

FERC Customer Service O&M

($ Million)
FERC Customer Service Functional Area O&M
$300
$2%0 $203.4 $216.9 AL
£1R3 6
g $200 ST 31664
= $150
S
“ 5100
$50
S' T T T T : T
2006 2007 2008 2009 ’
FERC Customer Service Q&M 2006 2007 2008 2009 2010 2011
Customer Accounts $ 12711 § 131.8| § 14931 § 159.11 % 1695 | § 168.0
Customer Service and Information 3 19.71 8% 17.1 | § 180} § 1661 $ 1791 8% 20.3
Sales $ 2781 § 1751 § 1631 ¢ 2771 % 2518 31.0
TOTAL $ 1746 | $ 1664 | S 1836 | § 203418 2169 | § 2193
FERC Customer Service O&M by Key Activities
2006 2007 2008 2009 2010 2011
Customer Service $ 1104 ] § 1146 | $ 119.1 | § 12591 § 1326 § 137.9
_|Advance Metering Infrastructure s 091§ 0818 1418 26|8 7418 9.5
Uncollectible Expense 3 163 1] % 17918 3138 32218 26418 21.7
Sales b 278§ 1751 § 163 | § 2771 % 2951 § 31.0
Other * s 192 | § 156 $ 156 | & 1_4.9 $ 210)| § 19.2
TOTAL b 1746 1 § 1664 | 8 183.6 |8 2034 |5 21691 % 2193

* Includes O&M expense incurred or associated with other FPL Business Units that relate to the operations of customer scrvice (as defined
by FERC)

FLORIDA PUBLIC SERVICE COMMISSION

DockreT No. 080677-EI & 090130-EI EXHIBIT 75
Company Florida Power & Light Co. (FPL) (Direct)
WITNESS Matlene M. Santos (MMS-3)

DATE (08/28/09




FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-EI ExsiBIlT 76
CompaNy Florida Power & Light Co. (FPL) (Direct)

WITNESS George K. Hardy (GKH-1)

DATE 10/23/09




From 1990 to 2011, FPL's fossil capacity will have doubled and evolved from traditional

“Steam” to modernized combustion turbine-based (i.e. “Other”) technology

Changes in FPL Fossil Generating Capability
(by FERC “Steam” and “Other” Production Categories)

@ Other*

21,400 MW

10,700 MW
78% 30%
| 1990 | 2011

*FERC “Other” Production capacity represents combined cycle, simple cycle, and gas turbine units in FPL's fossil fleet.

FPL’s investment in its fossil fleet provides customers with reliable, cost effective,

cleaner and more-efficient generating capability
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FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-EI ExHiBIT 77
Company Florida Power & Light Co. (FPL) (Direct)

WITNESS George K. Hardy (GKH-2)

DATE 10/23/09




FPL'’s fossil heat rate, reflecting fuel consumption efficiency, has improved nearly 19%

since 1990 and is significantly better than the fossil industry average

Btu/kWh

11,500 -
11,000 -
10,380
10,500 -
10,000 { 10,244
9,500 -
9,000 -

8,500 -

8,000 -

FPL Fossil Net Heat Rate Comparison

Fossil Industry Average*

FPL Fossil Plants

10,032

Good

8,318

7,500

*Source: Platts - fossil plants in the U.S. Excludes FPL.

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08

FPL’s outstanding and highly efficient fossil fleet results in significantly less fuel costs

and reduced emission rates
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FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-EI ExHiBiT 78
CoMPANY Florida Power & Light Co. (FPL) (Direct)

WITNESS George K. Hardy (GKH-3)

DaTE 10/23/09




FPL has significantly reduced fossil emission rates in the recent five year period

through the use of cleaner, highly efficient combined cycle technology

FPL Fossil 5-Year Cumulative Percent Reduction in Emission Rates

0%
-10% -
Good

-20% 4

-19%
SO,
-40% 4
-50% -

-49%

-60% - _550/0
-70% 4

FPL Utility Annual Fossil Emissions Rates
-80% - (Lbs/MWh)

Year S02 NOx Cc02
-90% 4 2002 4.04 2.04 1422

2007 1.80 1.05 1,154
-100% -

Source: FPL Environmental Dept. (Note: Emission rates represent FPL's capacity ownership share.)

Lowering emission rates significantly avoids pollutant and greenhouse gas releases,

contributing to a cleaner environment for FPL customers
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FPL reduced its fossil CO, emission rate almost 19% in five years through more highly

efficient generation, avoiding over 30 million cumulative tons of CO, releases

FPL Fossil 5-Year Cumulative CO, Greenhouse Gas Avoided

Million
Tons o
~30 Million Tons

30 A Good
25 4 |

20 A

0 - T T T T
2002 2003 2004 2005 2006 2007

Note: Avoided emission estimates based on emission rates supplied by FPL Environmental Dept.

Avoiding greenhouse gas emissions through energy efficiency is part of FPL's

strategy for contributing to the solution of climate change
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FPL has improved its fossil fleet availability to over 92% and has performed

significantly above the fossil industry average

FPL Fossil Availability Comparison Good

EAF %

95

93 4

91 -

89 4

87 4

85 4

83 A

81 -

79 A

77 1

75

FPL Fossil Plants

T

926 526

83.3 \, Fossil Industry Average*

81.7

1 1 I 1 1 I I 1 1 ]
90 91 92 93 94 95 96 97 98 99 00

I

01 02 03 04 05 06 07 08

*Source: North American Electric Reliability Corporation (NERC). Weighted EAF (Equivalent Availability Factor - excluding Maintenance QOutage
Factor) for fossil steam and combined cycle units for all reporting companies. Excludes FPL.

FPL'’s excellent fossil availability results in more opportunity for highly efficient

capacity to be operating, minimizing customer fuel costs and emissions
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FPL'’s fossil fleet's excellent Equivalent Forced Outage Rate averaging 2% during

the last ten years is less than one third the fossil industry average failure rate

FPL Fossil Forced Outage Rate Comparison Good

EFOR % il

9 -

8.4

Fossil Industry Average*

6.8

2.8

FPL Fossil Plants 3 23

I 1 1 L L) 1 ] 1 I T I 1 L I L] ] ] | 1
90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08
*Source: North American Electric Reliability Corporation (NERC). Weighted EFOR (Equivalent Forced Outage Rate) for fossil steam and combined
cycle units for all reporting companies. Excludes FPL.

FPL'’s low fossil fleet EFOR represents better reliability (i.e. less failure), resulting in

greater availability of the most-efficient generating capacity serving customers
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By 2011, FPL's fossil capacity-managed per employee is projected to be four times higher

than the rate achieved in 1990 — from about 5§ MW/employee to about 20 MW/employee

FPL Change in Fossil Capacity-Managed per Employee

FPL Fasall (MW and Workforce Trends) FPL Fossil
MW Headcount
28,000 - - 6,000
~ 5 MW/Employee e ~ 20 MW/Employee
24,000 - 21,400 MW } 5,000
-
20,000 - Fossil ®
Generating 4,000
16,000 Capacity Double
capacity - 3,000
1,000 | 10,700 MW and half
staffing
- 2,000
8,000 { 2,300 ’
Workforce*
- 1000
o 1,100
0 0

*FPL Headcount

90 9192 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 1

Improving generating capacity management results in lower non-fuel O&M cost to

FPL customers
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FPL’s fossil fleet total non-fuel O&M cost per kW of capacity was reduced over 40%

since 1990, and is well below both the corresponding CPI and fossil industry trends

. Good
FPL Fossil Total (Base plus Clauses) =
$/kW Non-fuel O&M Cost Comparison @
40 -
35- 31.8 :Z;
- = "
i Fossil Industry . =7\
,s | Average*/Forecast by CPI™ S EPL Fagsil
208 / - - = = - escalated by CPI**

20 - - ="

15 -

10 -

18.5
12.1

10.4 10.8

FPL Fossil Actual/Forecast

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 1 1M1

*Source: Platts - FERC Form 1 Steam plus Other cost. (Capacity based on summer capability). Excludes FPL. **CPI used for calculating FPSC's FPL O&M Benchmark

FPL’s exemplary non-fuel O&M performance associated with the economies-of-

scale of its modernized fossil fleet has avoided significant cost to FPL customers
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FPL's fossil “Steam” plus “Other” base non-fuel O&M cost per kW of capacity is projected

to be consistent with CPI inflation throughout the 2006-2011 timeframe

FPL Fossil Base (Total less Clauses)

Good

$/kW Non-fuel O&M Cost Comparison @
18 -
16 -
= FPL Fossil escalated by CPI*
1.1
12 - os 5 1 105 10.7 109 .
10 - e — = = == = = ¢ 12
; 98 98 10.0 10.1 0.2
FPL Fossil Actual/Forecast

6 -
4
2
O ] ] 1 1

2006 2007 2008 2009 2010 201

*CPI used for calculating FPSC's FPL O&M Benchmark. FPL's 2006 - 2011 fossil O&M cost per kW includes 4,800 MW of new combined cycle capacity.

FPL'’s fossil base O&M cost per kW against CPI (which does not consider 4,800 MW of new

capacity between 2006 and 2011) reflects FPL’s excellent cost management performance
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FPL Nuclear Personnel Safety

80

68

70

Docket No. 080677-El
FPL Nuclear Personnel Safety
Exhibit No. JAS-1, Page 1 of 1

g
~
-
-
N
- Il
~|
- &

13

46
33
25
19
I14

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

0

o o o o o o
(] (Tp) <t o™ -

3

saln(u| 3|qep1093y YHSO 40 "ON
FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NoO. 080677-EI & 090130-EI EXHIBIT
CompANY Florida Power & Light Co. (FPL) (Direct)

85

WITNESS J. A. Stall (JAS-1)

DATE 09/03/09




Index

100.00

90.00

80.00

70.00

60.00

50.00

40.00

30.00

20.00
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0.00

2005 INPO Index affected by planned work to address industry-wide issues; INPO Index
gradually increased since 2005

85.6 86.3

INPO Index

87.2

2003 2004

FLORIDA PUBLIC SERVICE COMMISSION
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2006 2007

Data source: Institute of Nuclear Power (INPO)
2008 Industry average data: 3™ Quarter 2008

I FPL Division
—&— Industry Average

2008
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As of December 31, 2008

NRC Performance Indicators for St. Lucie and Turkey Point

Initiating Events Cornerstone

Unplanned Reactor Scrams per 7000 Critical Hours (Automatic and Manual)
Unplanned Reactor Scrams with Loss of Normal Heat Removal

Unplanned Scrams with Complications

St. Lucie
Unit 1

Green

Turkey Point
Unit 3

Green

Turkey Point
Unit 4
Green

Green

Green Green

Green Green Green

St. Lucie
Unit 2

Green

Green

Green

Mitigating Systems Cornerstone
Mitigating System Performance
Safety System Functional Failures

Green Green Green

Green Green Green

Green

Barriers Cornerstone
RCS Activity
_________ RCS Leakage

Green Green Green

Green Green Green

Green

Emergency Preparedness Cornerstone

Emergency Response Organization (ERO) Drill/Exercise Performance

ERO Drill Participation
Alert and Notification System Performance

Occupational Radiation Safety Cornerstone
Occupational Exposure Control Effectiveness

Green

Green

Green

Green Green Green

Green Green

Green

Green
Green

Green

Public Radiation Safety Cornerstone
RETS/ODCM Radiological Effluent Occurrence

Physical Protection Cornerstone
Protected Area Security Equipment Performance Index

Acceptable
Performance Licensee
Response Band

Acceptable Performance
Increased Regulatory
Response Band

Green

Data source: U.S. Nuclear Regulatory Commission

White

Acceptable Performance
Required Regulatory
Response Band

Unacceptable Performance

to operate within this band

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET No. 080677-EI & 090130-EI ExHiBiT 87
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As of December 31, 2008

NRC Inspection Findings for St. Lucie and Turkey Point

Turkey Point  Turkey Point St. Lucie St. Lucie
Unit 3 Unit 4 Unit 1 Unit 2

Initiating Events Green

Green Green

Barriers

Emergency Preparedness
Occupational Radiation Safety
Pub||cRad|at|onSafety

Data source: U.S. Nuclear Regulatory Commission

Mitigating Systems
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As of December 31, 2008

NRC Regulatory Status for St. Lucie and Turkey Point

Turkey Point Turkey Point St. Lucie St. Lucie
Unit 3 Unit 4 Unit 1 Unit 2

Column 1 Column 1 Column 1 Column 1

Licensee
Response

Licensee Licensee Licensee
Response Response Response

Best
A
Column 1 — Licensee Response
Column 2 — Regulatory Response
Column 3 — Degraded Cornerstone
Column 4 — Multiple/Repetitive Cornerstones
' | Column 5 — Unacceptable Performance
Worst

Data source: U.S. Nuclear Regulatory Commission
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Capacity Factors for FPL Nuclear

100.00
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Data source: North American Electric Reliability Council — Generating Availability Data System (NERC-GADS)
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Percentage (%)
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90.00 80 87.5
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Equivalent Availability Factor for FPL Nuclear
88.7 90.3
9.6
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87.1
A -
8
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2005 and 2007 affected by planned work to address industry-wide issues

Data source: North American Electric Reliability Council — Generating Availability Data System (NERC-GADS)
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Annual Capital Expenditures for St. Lucie and Turkey Point

$400.0
$329.5
$245.6

g $212.7
g $193.0
g 000 §175.5
©
a

) I I

$0.0
2006 Actual 2007 Actual 2008 Actual 2009 Plan 2010 Plan 2011 Plan

FPL’s annual capital expenditures for St. Lucie and Turkey Point above do not include

capital expenditures for the uprates.
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Cumulati_ve Capital Investment 20_06- 2011

Project 2006 2007 | 2008 2009 2010 2011 |  Total
Turkey Point Excellence Program 1,308,179 47,874,142 65,087,180 70,408,201 35,306,780 219,984,482
St. Lucie Unit 2 Steam Generator Replacement 44113721 107,505,276 15,970,315 3,120,000 - - 170,709,312
Turkey Point & St. Lucie Spent Fuel Management 25,946,552 28,476,585 18,704,700 35,024,625 27,431,396 7,459,408 143,043,265
Control Room Digitial Upgrade Project 19,315,293 20,930,696 16,717,352 12,667,753 17,200,075 7,341,294 94,172,464
Turkey Point Equipment Reliability 17,338,900 13,200,911 11,472,155 8,530,000 13,900,000 17,300,000 81,741,966
St. Lucie Equipment Reliability 14,442,392 13,179,050 8,665,888 13,760,754 13,400,000 16,800,000 80,248,084
Alloy 600 Mitigation Projects 394,887 9,958,450 7,895,478 7,411,615 45,808,599 761,040 72,230,069
Containment Sumps 6,749,298 38,580,986 14,042,528 - - - 59,372,812
St. Lucie Reactor Head Replacement 14,448,928 36,111,562 3,145,065 - - - 53,705,554
St. Lucie License Renewal 911,074 15,998,759 11,948,682 9,808,686 9,808,686 48,475,887
Turkey Point Projects & Turbine Generator 18,863,263 (1,961,032) 6,074,355 12,212,119 6,375,212 7,645,340 49,209,257
St. Lucie Minor Projects 5,363,728 5,360,237 (1,094,159) 4,850,970 7,267,853 18,882,848 40,631,477
St. Lucie ICI Thimble Replacements 1,702,192 18,656,894 (3,869) 500,000 16,166,598 - 37,021,815
St. Lucie RCP Motor Swaps 350,596 7,560,047 3,623,998 12,507,001 9,360,000 33,401,642
Turkey Point Unit 3 Turbine Generator - 10,037,981 574,750 9,517,571 3,859,096 674,814 24,664,212
NFPA 805 Fire Protections - - - 24,747 407 24,747,407
Turkey Point Unit 4 Turbine Generator 3,670,718 788,789 5,563,152 6,701,524 658,546 3,422,324 20,805,053
St. Lucie Maintenance Bldg 6,870,597 13,102,349 - - 19,972,946
St. Lucie Unit 2 Turbine Generator 4,900,134 2,055,426 751,912 6,662,080 4,607,330 985,243 19,962,125
St. Lucie Unit 2 Pressurizer Heater Sleeve Repair 109,776 3,239,997 12,700,000 - 16,049,773
Generic Letter 2008-01 Gas Accumulation Project 7,728,663 7,600,000 . - 15,328,663
St. Lucie Unit 1 Turbine Generator 111,228 2,742,636 3,076,221 935,135 4,496,262 3,787,128 15,148,609
Turkey Point Split Pin Replacements 2,348,151 6,278,921 5,158,072 - - - 13,785,144
Sub-Total 179,709,385 314,473,215 202,855,899 226,496,352 266,594,855 164,282,312 1,354,412,018
St. Lucie / Turkey Point Base Projects 13,247 847 14,990,143 9,809,939 19,093,647 9,453,144 11,197,687 79,623,781

Total : 192957232 | 329463359 | 212665838 | 245580909 | 276047999 | 175479999  1,434,035799

}102-9002
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Annual O&M Expenditures for St. Lucie and Turkey Point

$500.0

$439.8

2011 Plan

$424.3

Docket No. 080677-El

Annual O&M Expenditures for
St. Lucie and Turkey Point
Exhibit No. JAS-10, Page 1 of 1

2010 Plan

$380.9

$392.1
2009 Plan

2008 Actual
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Docket No. 080677-EI
Distribution Reliability Program Initiatives
Exhibit MGS-1, Page 1 of 1

Distribution Reliability Program Initiatives*

Hardening Plan **

Approved 3-prong plan strengthens the distribution infrastructure

Pole Inspections **

Approved plan implements 8 year inspection cycle

Vegetation
Management **

Approved 3-year average cycle (feeders) and 6-year average cycle (laterals)
minimizes vegetation related interruptions

System Expansion

Provides necessary feeder capacity to serve all customers during normal and
emergency periods, and installs necessary imfrastructure to meet new loads

Priority Feeders & | Identification/remediation of feeders/laterals experiencing the most

Laterals interroptions and momentaries

Overhead Line Infrared predictive diagnostic technology detects signs of failures, or potential
Inspections failures, in overhead facilities; coupled with a visual condition assessment
Feeder/Lateral Reduces direct buried feeder/lateral cable failures and associated

Cable interruptions

Submarine Cable

Reduces submersible feeder cable failures and associated interruptions

Maintains/improves power factor performance, improves system efficiency,

VAR Management reliability, and quality of service voltage

Automated Feeder | Maintains switches that automatically sectionalize lines, isolates faults, and

Switching restores customers

Customer Impact Projects that target improvements for specific customers or geographic areas

Vault Inspections Inspection/remediation of n?n-compllant conditions in automatic throw-over
sysiems and other vault equipment

Pad-mounted

Security and Inspection/remediation of non-compliant conditions

Inspections

Switch Cabinets

Removal of live front switch cabinets which are reaching end of life

Handhole
Inspections

Inspection/remediation of non-compliant conditions

= Reliability program initiatives with annual costs > $1 million
B Can also be referred to as a “Hardening” and/or “Storm Preparedness” Initiative

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-E1

EXHIBIT 95

Comeany Florida Power & Light Co. (FPL) (Direct)
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SAIDI

Docket No. 080677-EI
Distribution Reliability Results
Exhibit MGS-2, Page 1 of 1

Distribution Reliability Results

175.0 152.4
1500 4 veocnneaann 132.6... .. 1378 . 134.8 .136.2 6.1
118.2 ¢ *m, 1230 L. .m. :
125.0 "-'i;--'106.8 P mmm e "'.."' .........
£
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8
z

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

* Industry Average data from EEI (2008 not available until late 2009)

FPL Distribution SAIDI 45% Better Than Industry Average
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ACTUAL 2006-2008
COST CATEGORY

GROWTH
RELIABILITY
HARDENING
RESTORATION
CUSTOMER RESPONSE
FIELD SUPPORT

DISTRIBUTION BU COSTS

OTHER *

DISTRIBUTION FERC

FORECAST 2009-2011
COST CATEGORY

GROWTH
RELIABILITY

HARDENING
RESTORATION
CUSTOMER RESPONSE

FIELD SUPPORT

DISTRIBUTION BU COSTS

OTHER *

DISTRIBUTION FERC

2006 2007 2008
0&M O&M O&M
26.1 16.7 119
578 584 58.2
203 36.6 29.4
80.3 79.3 78.0
244 214 254
236.1 2467 2331
521 288 356
288.2 2755 2687
2009 2010 2011
o&M O&M O&M
4.0 9.1 11.4
66.7 67.3 731
35.2 41.8 42.3
62.7 63.9 69.6
27.4 28.0 30.5
327 280 218
228.7 2381 2547
367 384  4L6
2654 2765 2963

Docket No. 080677-EIL
Distribution Costs by Cost Category 2006-2011
Exhibit MGS-3, Page 1 of 1

DISTRIBUTION COSTS 2006 - 2011

(SMILLIONS)
TOTAL AVERAGE TOTAL AVERAGE
2006-2008 2006-2008 2006 2007 2008 2006-2008 2006-2008

0&M O&M  CAPITAL CAPITAL CAPITAL CAPITAL CAPITAL
54.7 182 3641 3016 176.8 842.5 280.8
174.4 58.1 78.4 76.6 71.1 226.1 754
86.3 28.8 26.8 51.2 77.2 155.2 51.7
237.6 79.2 63.6 66.9 74.6 205.1 68.4
71.2 23.7 48.0 38.1 26.3 112.4 375
91.7 30.6 24 164 14.4 332 111
7159  238.6 583.3 5508 440.4 15745  524.8
116.5 389

8324 2775

TOTAIL. AVERAGE TOTAL AVERAGE

2009-2011 2009-2011 2009 2010 2011 2009-2011  2009-2011

o&M oO&M CAPITAL CAPITAL CAPITAL CAPITAL. CAPITAL
24.5 8.2 88.5 167.4 192.4 4483 149.4
207.1 69.0 54.9 66.7 75.6 197.2 65.7
1193 39.8 1122 1446 148.3 405.1 135.0
196.2 65.4 53.8 61.0 69.8 184.6 61.5
85.9 28.6 29.7 30.3 30.9 90.9 30.3
88.5 295 3.5 21.0 21.0 47.5 158
7215 2405 3446 4910 538.0 1373.6 4579
116.7 389

838.2 279.4

* Includes O&M expenses incurred or associated with other FPL business units that relate to operation and maintenance of the distribution system
(as defined by FERC). Examples include Transmission and Customer Service business unit O&M expenses associated with distribution substations
and meters, respectively. Not applicable for capital since FERC functional amounts are reported at a plant balance level.
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The FPL Transmission SAIDI compares favorably in recent industry

benchmarking studies.

2008 SGS Transmission Reliability Benchmarking Study
All Voltages 2005-2007 (3 years)

25 1

P10 Top 10%
Q1 Top25%
SE South East Region of US 20.5
HV  Systems with less than 25% circuits under 100kvV
Q2 Median

LV  Systems with more than 25% circuits under 100kV
Q3 Bottom 25%

W Westemn Region of US

N
o

Minutes
o o

P10 FPL Q1 Hv. SE Q2 Q3 ALL LV W

Group

For industry comparisons, SAIDI is calculated for outages greater than or equal to
five minutes versus FPSC definition of SAIDI of greater than or equal to one minute.
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FPL has reduced the number of lightning outages by over 45 percent in the

198-2008 neriod.

FPL Transmission Lines
5.00 Lightning Outages per 100,000 Strikes
YT
7.00 4
6.00 1
5.00 -

4.00 1

3.00 1

2.00 -

1.00 1

Lightning outages per 100,000
strikes

0-00 L ] | L 4 ] L] 1 ¥ L] t
g8 99 00 01 02 03 04 05 06 07 08

Year

FPL's high performance demonstrates the effectiveness of the new design
standards and countermeasures deployed.
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FPL’s reliability program has contributed to a 47 percent reduction in the

number of outages related to birds in the 1998-2008 period.

Transmission Line Bird Outages
1998-2008

140 -
120 1
80 1
60 1

40 1

Number of Outages

20 -

48

0 ¥ 1 ] 1 | L T T 1

98 99 00 01 02 03 04 05 06
Year

07

08

Mitigation projects and rebuilding of lines with new structures designed to deter bird

perching has heiped to minimize the number of outages related to birds.
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FPL has reduced the number of transmission outages related to

vegetation events by over 88 percent in the 1998-2008 period.

Transmission Vegetation Events 1998-2008

50

45

Events

19 19
13 11 .
1| I P
11 I'1 1 " 7TT

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Year

FPL attributes the success of its vegetation management program to the increased

frequency of inspection work followed by remediation of risks.
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FPL must replace or refurbish its aging fleet of transformers to minimize
customer interruptions.

Transformer Ages Year Ending 2008

Population # End of Life

100 7 GSU's 110 20 Total
Auto Transformers 149 45 population = 1444
90

Power Transformers 1185 290
80

70
60
50
40
30
20
10

Quantity

1 4 7.10 13 16192.2.2528 31 34 37 40 43 46 49 52 55

Age (Years)

For transformers. additional end-of-life drivers besides age include water. moisture.

temperature, through faulls and over-excitation.
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FPL's aging transmission infrastructure requires refurbishment to maintain

current high levels of service reliability.

Transmission Circuit Miles Years Since Installation 2,297

600 -
500
500 -
0 400 -
3 00
=
= 300 4
= 258
O 238 240
=
O 200 -
151 1ol 198
115 ‘2’“ 118 w07 11419
o 81 78 7 -
100 46 W4 66 s | s .
18 0 5 10 2
0....
W
mee~ac-oer2 IR RN85S885 8

Years Since Installation

Approximately 60 percent of FPL’s transmission lines are 30 years of age or older.
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Projected Total Payroll & Benefits Costs
Based on Escalation of 1988 Actuals

1988 Through 2011
$2,000,000
$1,800,000 A$1,846,756
$1,600,000
/ $1,419,008 ‘
$1,400,000 —— FPL Proj based on WorldatWork

(000's)

$1,308,082
/ —&—FP1L Actual
$1,200,000

—&— FPL Proj based on CPI

$1,000,000 //

$800,000

$600,000 ,

1988 2011

Source: (CPl) Bureau of Labor Statistics;
WorldatWork (formerly ACA)

FPL has managed growth of total payroll and benefits costs below CPI and key inflation indices over the past 20 years.
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Position to Market (2008 Base Pay)

$90,000
$85,000 -
$80,000 |
$75,000 -
$70,000 -
$65,000
$60,000 -
$55,000
$50,000 -

$45,000 +

$40,000 -
$35,000

[ |

Exermpt

Non Exempt

Org Wide

O Avg Md Ref Point
W Avg Base Pay

Avg Mkt Ref Point

$89,851

$41,250

$71,846

Avg Base Pay

$89,086

$38,982

$70,524

Pos to Mkt

-0.9%

-5.5%

-1.8%

Market reference points are determined via benchmarking conducted internally utilizing current industry survey sources
including Tow ers Perrin, Mercer and Watson Wyatt.

FPL’s average base pay for exempt and non-exempt jobs is below market.
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Projected Total Cash Compensation per Employee
Based on Escalation of 1988 Actuals
1988 Through 2011
$120,000
$110,000
f $106,806
$103,574
$100,000 P
///, $96,471
$90,000
/// $82,063 —&— FPL Proj based on WorldatWork
$80,000 E —O— Compensation Per Hour (Non-Farm)
=—4@—FPL Actual
$70,000 —&— FPL Proj based on CPI
$60,000 ///
$50,000 /
$42,505
$40,000 ' Source: (CPI)y Bureau of Labor Statistics;
1988 2011 WorldatWork (formerly ACA)

Growth of FPL’s total compensation cost is below key wage inflation indices over the past 20 years.
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Sal & Wages/Employee (000's)

FERC Total Salaries & Wages per Employee 2007

139.3

114.6

1068 1054

100.9 98.1

875 96.1

920 915 909 88.1

86.8

| 822 790 757 753

R
o

71.6

0 . .

SDE DEC VEP SCE

T

Source: FERC Form1

PGE PEC

T

T

CME PEF CRL DIE FPL PSEG BGE CNE MPC GPC GLF APC TEC

¥ T T T T T

APC
BGE
CPL
CME
CNE
DTE
DEC
FPL
GPC
GLF

Alabama Power
Baltimore Gas & Electric
Carolina Power & Light
Commonwealth Edison
Consolidated Edison
Detroit Edison

Duke Energy Corp
Florida Power & Light
Georgia Power

Gulf Power

MPC Mississippi Power

PGE Pacific Gas & Electric
PEC PECO Energy
PEF  Progress Energy Florida

PSEG Public Service Electric & Gas
SDE 8an Diego Gas & Electric

SCE Southern California Edison
TEC Tampa Electric

VEP Virginia Electric & Power

FPL'’s total salaries and wages per employee is
below the average of comparable utilities.
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Sal & Wages/Revenue
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FERC Total Salaries & Wages per Operating Revenue 2007

15.2% 15.0% 14.9% 44 go

14.1%

12.5% 1 49

10.5%

9.7% g4

9.3% 91%

8.4%

8.2%

8.2% 7.9%,

7.6%

6.6%

4 0%

O % K & & & & o
F &L s ¢

Scurce: FERC Form 1
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APC
BGE
CPL

CME
CNE
DTE
DEC
FPL

GPC
GLF

Alabama Power MPC Mississippi Power
Baltimore Gas & Electric PGE Pacific Gas & Electric
Carolina Power & Light PEC PECO Energy
Commonwealth Edison PEF Progress Energy Florida

Consolidated Edison PSEG Public Service Electric & Gas

Detroit Edison SDE San Diego Gas & Electric
Duke Energy Corp SCE Southern California Edison
Florida Power & Light TEC Tampa Electric

Georgia Power VEP Virginia Electric & Power

Gulf Power

FPL’s total salaries and wages as a percent of
operating revenue is considerably below
comparable utilities.
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Sal & Wages/Customer ($)

FERC Total Salaries & Wages per Customer 2007

600

560

500 -

386
400 1 = 378

364

323 321 319 318

s H H H H H H H H

oo H H H H H H H H

100 -

|
I
i
I
I
I
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B 2 953

305 apo

236 234

213 213

145

T T T T T T

MPC CNE PGE DEC APC CPL VEP SDE SCE DIE GPC TEC PSEG PEF GLF BGE FL CME PEC

Source: FERC Form 1

APC
BGE
CPL

CME
CNE
DTE
DEC
FPL

GPC
GLF

Alabama Power MPC Mississippi Power
Baltimore Gas & Electric PGE  Pacific Gas & Electric
Carolina Power & Light PEC PECO Energy

Commonwealth Edison PEF Progress Energy Florida
Consalidated Edison PSEG Public Service Electric & Gas
Detroit Edison SDE San Diego Gas & Electric
Duke Energy Corp SCE Southern California Edison
Florida Power & Light TEC Tampa Electric

Georgia Power VEP Virginia Electric & Power

Gulf Power

FPL’s total salaries and wages per customer is
among the lowest of comparable utilities.
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FERC Total Salaries & Wages per Operating Expenses 2007

Gulf Power

30%
27 4% —'
25% H
0,
~ 22.0% 21.5% 21.3% 21.1%
o 0,
= 200 | | | | 19.2% —
i 7% 16.9%
é" 15.3%
@ 15% -+ - — = — = B B - 134%
* 0,
= 12.4% 121% 11.9% 11.6% {1 40
= 11.3% 10.9%
= 109 . 9.8%
s | [ | [ [ [ | B [ | [ [ 8.0%
w
6.3%
59, || | | || | | = | | | | | || || || || | | | | || i
0% : . . ‘ ‘ , ; : . . : : . ; ; . :
DEC PGE DTE SCE SDE CNE VEP CPL  APC GPC TEC MPC CME FR  PEF GLF BGE PSEG PEC
Source: FERC Form 1
APC Alabama Power MPC Mississippi Power , X
BGE Baltimore Gas & Electric  PGE  Pacific Gas & Electric FPL’s total salaries and wages as a percent of
CPL Carolina Power & Light ~ PEC PECO Energy operating expenses is considerably below the
CME Commonwealth Edison PEF Progress Energy Florida average of comparable utilities.
CNE Consolidated Edison PSEG Public Service Electric & Gas
DTE Detroit Edison SDE San Diego Gas & Electric
DEC Duke Energy Corp SCE Southern California Edison
.FPL Florida Power & Light TEC Tampa Electric
GPC Georgia Power VEP Virginia Electric & Power
GLF
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12.0%

10.0%

8.0% |

6.0% 1

4.0%

2.0%

0.0%

Non-Exempt Merit Pay Program Awards

2005 Through 2008
5.9% 6.1% 6.0% 6.0%
A 0./ %
MKT  FPL MKT  FPL MKT  FPL MKT  FPL
2005 2006 2007 2008

Source: Market Data - WorldatWork

* Variable pay (Bonus}) eligible population is FPL EMT only.

O Variable
M Base

FPL’s non-exempt pay program awards have been consistently below market.
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16.0%

14.0% |
12.0% 1
10.0% -
8.0% -
6.0% 1
4.0% |
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0.0%

Exempt Merit Pay Program Awards
2005 Through 2008

12.5%

MKT

1.2%

FAL
2005

12.9% 12.6% 12.8% | 13.0%
11.9%
11.7%

36%  3.7%

Source; Market Data - WorldatWork

O Variable
B Base

FPL’s exempt pay program awards have been consistently at or below market.
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Relative Value Comparison

— 2008

Total Benefit Program
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Source: Hewitt Benefit Index, 2008

¢ Comparison includes Company Contributions to determine “value” within the
Benefit Index Methodology.

e Comparator Group Average = 100. Companies Included in Comparator Group:
American Electric Power, Consolidated Edison, Constellation Energy, Dominion
Resources, Duke Energy, Energy Future Holdings, Entergy, Exelon, FirstEnergy,
PG&E, Progress Energy, Public Service Enterprise, Reliant Energy, Southern Company

The relative value of FPL’s benefit programs
is below those of comparable utility, general
industry, and Fortune 500 companies.
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140.0

120.0

100.0

80.0

60.0

Relative Value

40.0

20.0

0.0

Relative Value Comparison — 2008
Active Employee Medical Plan

1274
109.1
102.0 101.0 1003 907 990 988 988 97.0 959 957 954 0949 ga7
— 90.2
1 2 3 4 5 6 7 FFL 9 10 11 12 13 14

Company
Source: Hewitt Benefit Index, 2008

¢ Comparison includes Company Contributions to determine “value” within the
Benefit Index Methodology.

* Comparator Group Average = 100. Companies Inctuded in Comparator Group:
American Electric Power, Consolidated Edison, Constellation Energy, Dominion

The relative value of FPL’s medical plan is
below those of comparable utility, general
industry, and Fortune 500 companies.

Resources, Duke Energy, Energy Future Holdings, Entergy, Exelon, FirstEnergy,
PG&E, Progress Energy, Public Service Enterprise, Reliant Energy, Southern Company
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Average Medical Cost per Employee
2003 - 2010

$13,000

$11,000 -

$9,000 -

$7,000 -

$5,000

2003 2004 2005 2006 2007 2008 2009

Source: Hewitt
=4~ FPL Group ~O= National =&~ Utilities

2010

FPL’s medical plan cost per employee has been consistently below utility industry benchmarks.
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140.0

Relative Value Comparison — 2008
Pension & 401(k) Employee Savings Plan
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Source: Hewitt Benefit Index, 2008

10 11 FPL F500 Gen. 12 13 14

e Comparison includes Company Contributions to determine “value” within the

Benefit Index Methodology.

¢ Comparator Group Average = 100. Companies Included in Comparator Group:
American Electric Power, Consolidated Edison, Constellation Energy, Dominion
Resources, Duke Energy, Energy Future Holdings, Entergy, Exelon, FirstEnergy,
PG&E, Progress Energy, Public Service Enterprise, Reliant Energy, Southern Company

The relative value of FPL’s retirement plans
is well below those of other utilities and
comparable to those of general industry and
Fortune 500 companies.
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FPL’s CO, Emission Rates Among Lowest in Nation

Operating Company C02 Emission Rates
ez 2007 Data — All Generation Sources
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Docket No. 080677-E1
Depreciation Study
Exhibit CRC-1, Page 1 of 720

FLORIDA POWER & LIGHT COMPANY

JUNO BEACH, FLORIDA

DEPRECIATION STUDY
CALCULATED ANNUAL DEPRECIATION ACCRUALS
RELATED TO ELECTRIC PLANT

AS OF DECEMBER 31, 2009

Note: Filed on March 17, 2009, due to Commission timing requirements for this study and not
duplicated separately due to volume.

Gunnett Fleming

Valuation and Bate Division
Harrisburg, Pennsylvania Calgary, Alberta Valley Forge, Pennsylvania
FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-EI EXHIBIT 115
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WITNESS C. Richard Clarke (CRC-1)
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Year

1981
1982
1982
1984
1985
1985
1986
1989
1990
1993
1993
1996
1997
1997
1999
2002
2002
2005
2006
2006
2007
2008

2008

Jurisdiction

FERC

FERC

Ca. PUC
FERC

Ca. PUC
Ca. PUC
Ca. PUC
Ca. PUC
Ca. PUC
Ca. PUC
Ca. PUC
Ca. PUC
Ca. PUC
Ca, PUC
Ca. PUC
Ca. PUC
Ca. PUC
FERC

Nv. PUC
Nv. PUC
Nv. PUC
Nv. PUC

LIST OF CASES IN WHICH RICHARD CLARKE SUBMITTED TESTIMONY

Docket No. Client/Utility

ER 81-177 Southern California Edison
ER 82-427 Southern California Edison
82-02-040 Southern California Edison
ER 84-075 Southern California Edison
85-05-144 Southern California Edison
85-05-008 Southern California Edison
86-12-047 Southemn California Edison
89-03-026 Southern California Edison
90-12-018 Southern California Edison
93-12-025 Southern California Edison
93-12-029 Southern California Edison
96-08-007 Southern California Edison
97-10-024 Southern California Edison
97-08-056 Southern California Edison
99-04-024 Southern California Edison
02-03-039 Southern California Edison
02-05-004 Southern California Edison
EL00-105-007 Southern California Edison
05-10003 Sierra Pacific Power Co.
05-10005 Sierra Pacific Power Co.
06-11023 Nevada Power Company
07-09030 Southwest Gas Company
072300 Puget Sound Energy

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-E1

Subject

Depreciation

Depreciation

Nuclear Plant Investment
Depreciation and Decommissioning
Nuclear Plant Investment '
SONGS Nuclear Plant Recovery
Depreciation and Decommissioning
Transmission Plant Recovery
Depreciation and Rate Base
Depreciation and Rate Base
Performance Based Ratemaking
Generation Sunk Costs

1996 Capital Additions Recovery
Cost Separation

1997-98 Capital Addition Recovery
Nuclear Decommissioning Costs
Depreciation and Rate Base
Accounting

Depreciation of Electric Plant
Depreciation of Gas Plant
Depreciation of Electric Plant
Depreciation of Gas Property

Depreciation of Electric & Gas Property

EXHIBIT 116

Company Florida Power & Light Co. (FPL) (Direct)

WITNESS C. Richard Clarke (CRC-2)

DaTE 09/03/09
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Docket No. 080677-E1

MFRs & Schedules Sponsored and Co-

sponsored By Kim Qusdahl
Exhibit KO-1, Page 1 of 8

MFRs AND SCHEDULES SPONSORED AND CO-SPONSORED BY

KIM OUSDAHL
MFR # | PERIOD [ TITLE
SOLE SPONSORSHIP:
B-1 5008 Historic ADJUSTED RATE BASE
2008 Prior
2010 Test
B-3 2008 Historic 13-MONTH AVEAAGE BALANGE SHEET — SYSTEM BASIS
B4 2008 Historic TWO YEAR HISTORICAL BALANCE SHEET
B-18 2008 Historic FUEL INVENTORY BY PLANT
B-19 2010 Test MISGELLANEOUS DEFERRED DEBITS
B-20 2010 Test OTHER DEFERRED CREDITS
B-21 2008 Historic AGCUMULATED PROVISION ACCOUNTS — 228.1, 228.2

AND 228.4

B-25 2010 Test & 2008 Prior

ACCOUNTING POLICY CHANGES AFFECTING RATE BASE
ADJUSTED JURISDICTIONAL NET OPERATING INCOME

C-1 2008 Histotic
2009 Prior
2010 Test
c-2 2008 Historic NET OPERATING INCOME ADJUSTMENTS
2009 Prior
2010 Test
C-3 2008 Historlc JURISDIGTIONAL NET OPERATING INCOME
2009 Priar ADJUSTMENTS
2010 Test
c7 2010 Test OPERATION AND MAINTENANCE EXPENSES
c9 2008 Historic FIVE YEAR ANALYSIS-CHANGE IN GOST
c13 2008 Historic MISCELLANEOUS GENERAL EXPENSES
C-15 2008 Historic INDUSTRY ASSOCIATION DUES
c-18 2008 Historic LOBBYING EXPENSES, OTHER POLITICAL EXPENSES
AND CIVIC/CHARITABLE CONTRIBUTIONS
C-20 2008 Historic TAXES OTHER THAN INCOME TAXES
c-22 2008 Historic STATE AND FEDERAL INGOME TAX GALCULATION
2010 Test

FLORIDA PUBLIC SERVICE COMMISSION

DocKeET No. 080677-EI & 090130-EI EXHIBIT
Company Florida Power & Light Co. (FPL) (Direct)

117

WiITNESS Kim Qusdahl (KO-1)

DaTE 09/04/9




Docket No. 080677-El

MFRs & Schedules Sponsored and Co-

sponsored By Kim Qusdahl
Exhibit KO-1, Page 2 of §

MFRs AND SCHEDULES SPONSORED AND CO-SPONSORED BY

KIM OUSDAHL
MFR# [ Period [ TiTLE
SOLE SPONSORSHIP:
C-24 2008 Historic PARENT(S) DEBT INFORMATION
2010 Test
C-25 2010 Test, 2009 Prior, DEFERRED TAX ADJUSTMENT
2008 Historic
C-26 2008 Historic "INCOME TAX RETURNS
c-27 "2010 Test CONSOLIDATED TAX INFORMATION
C-28 2008 Historic MISCELLANEOUS TAX INFORMATION

C-30 2010 Test

TRANSACTIONS WITH AFFILIATED COMPANIES

AFFILIATED COMPANY RELATIONSHIPS

C-31 2010 Test & 2008 Historic
c-32 2010 Test & 2008 Historic | NON-UTILITY OPERATIONS UTILIZING UTILITY ASSETS

C-38 2010 Test

0O&M ADJUSTMENTS BY FUNCTION

C-39 2008 Historic

BENCHMARK YEAR RECOVERABLE O&M EXPENSES BY
FUNCTION

C-44 2010 Test " REVENUE EXPANSION FACTOR
D-1b 2010 Test, 2008 Prior, COST OF CAPITAL — ADJUSTMENTS
2008 Historic i

D-4a 2008 Historic

LONG-TERM DEBT OUTSTANDING

F-1 2008 Histonic ANNUAL AND QUARTERLY REPORT TO SHAREHOLDERS
F2 2008 Historic SEC REPORTS
JOINT OR CO-SPONSORSHIP:

A1 2010 Test FULL REV REQUIREMENTS INCREASE REQUESTED

B2 2008 Historic FATE BASE ADJUSTMENTS
2008 Prior
2010 Test

BG 2008 Historic JURSIDICTIONAL SEPARATION FACTORS — RATE BASE
2010 Test

B-15 2010 Test & 2009 Prior

PROPERTY HELD FOR FUTURE USE - 13 MONTH AVG




Docket No. 080677-E1

MFRs & Schedules Sponsored and Co-
sponsored By Kim Ousdahi

Exhibit KO-1, Page 3 of 8

MFRs AND SCHEDULES SPONSORED AND CO-SPONSORED BY

KIM OUSDAHL

MFR # | Perlod

JTITLE

JOINT OR CO-SPONSORSHIP:

B-17 2010 Test & 2009 Prior WORKING CAPITAL — 13 MONTH AVG
B-22 2010 Test & 2008 Historic | TOTAL ACCUMULATED DEFERRED INCOME TAXES
B-23 2010 Test, 2009 Prior, INVESTMENT TAX CREDITS — ANNUAL ANALYSIS
2008 Historic
c-4 2008 Historic JURISDICTIONAL SEPARATION FACTORS — NET
2010 Test OPERATING INCOME
[oX) 2010 Test & 2009 Prior DETAIL OF CHANGES IN EXPENSES
C6 2010 Test, 2009 Prior, BUDGETED VERSUS ACTUAL OPERATING REVENUES
2008 Historic AND EXPENSES
c-10 2010 Test DETAIL OF RATE CASE EXPENSES FOR OUTSIDE
CONSULTANTS
c-12 2010 Tes! & 2008 Historic | ADMINISTRATIVE EXPENSES
C-16 2008 Historic OUTSIDE PROFESSIONAL SERVICES
C-17 2010 Test & 2008 Historic | PENSION GOST
c-18 2010 Test LOBBYING EXPENSES, OTHER POLITICAL EXPENSES
AND CIVIC/CHARITABLE CONTRIBUTIONS
c-21 2010 Test, 2000 Prior, REVENUE TAXES
2008 Historic
c-23 2010 Test & 2008 Historic | INTEREST IN TAX EXPENSE CALGULATION
C-29 2010 Test, 2009 Prior, GAINS AND LOSSES ON DISPOSITION OF PLANT AND
: 2008 Historic PROPERTY
c33 2010 Test, 2009 Prior, PERFORMANCE INDICES
2008 Historic
C-36 2010 Test, 2009 Prior, NON-FUEL OPERATION AND MAINTENANCE EXPENSE
2008 Historic COMPARED TO CPI
c37 2010 Test O&M BENCHMARK COMPARISON BY FUNCTION
C-41 2010 Test O&M BENCHMARK VARIANGE BY FUNCTION
C-42 2010 Test, 2008 Prior, HEDGING COSTS

2008 Historic




Docket No. 080677-EIl

MFRs & Schedules Sponsored and Co-
sponsored By Kim Qusdahl

Exhibit KO-1, Page 4 of 8

MFRs AND SCHEDULES SPONSORED AND CO-SPONSORED BY

KIM OQUSDAHL
MFR# | Period | TMLE
JOINT OR CO-SPONSORSHIP:

c-43 2010 Test, 2009 Prior, SECURITY COSTS
2008 Historic

D-1a 2008 Historical COST OF CAPITAL — 13 MONTH AVG
2009 Prior
2010 Test

D-4b 2010 Test & 2008 Prior REACQUIRED BONDS

F-5 2010 Test FORECASTING MODELS
F-8 2010 Test ASSUMPTIONS
Period TITLE
2011 WEST COUNTY UNIT 3 SPONSORED OR CO-SPONSORED:

A1 2011 West County Unit 3 FULL REV REQUIREMENTS INCREASE
REQUESTED

B-1 2011 West County Unit 3 ADJUSTED RATE BASE

B-6 2011 West County Unit 3 JURISDICTIONAL SEPARATION
FACTORS — RATE BASE

G-1 2011 West County Unit 3 ADJUSTED JURISDICTIONAL NET
OPERATING INCOME

c-4 2011 West County Unit 3 JURISDICTIONAL SEFARATION
FACTORS — NET OPERATING INCOME

c-22 2011 West County Unit 3 STATE AND FEDERAL INCOME TAX
CALCULATION

c-23 2011 West County Unit 3 INTEREST IN TAX EXPENSE
CALCULATION

c-44 2011 West County Unit 3 REVENUE EXPANSION FACTOR

D-1a 2011 West County Unit 3 COST OF CAPITAL - 13 MONTH AVG




Docket No. 080677-EI

MFRs & Schedules Sponsored and Co-
sponsored By Kim Qusdahl

Exhibit KO-1, Page 5 of 8

MFRs AND SCHEDULES SPONSORED AND CO-SPONSORED BY
KIM OUSDAHL

FPL’S 2011 SUBSEQUENT YEAR ADJUSTMENT SCHEDULES SPONSORED OR CO-

Period

SPONSORED:;

TITLE

A-1

FPL's 2011 Subsequent Year Adjustment

FPL’s 2011 SUBSEQUENT YEAR
ADJUSTMENT REVENUE
REQUIREMENTS AND RATES OF

RETURN CALCULATIONS

B-1 FPL's 201t Subsequent Year Adjustment ADJUSTED RATE BASE

B-2 FPL's 2011 Subsequent Year Adjustment | RATE BASE ADJUSTMENTS

B-6 FPL's 2011 Subsequent Year Adjustment JURISDICTIONAL SEPARATION
FACTORS - RATE BASE

B-15 FPL’s 2011 Subsequent Year Adjustment PROPERTY HELD FOR FUTURE USE —13
MONTH AVG

B-17 FPL’s 2011 Subsequent Year Adjustment WORKING CAPITAL — 13 MONTH AVG

B-19 FPL's 2011 Subsequent Year Adjustment MISCELLANEOUS DEFERRED DEBITS

B-20 FPL's 2011 Subsequent Year Adjustment OTHER DEFERRED CREDITS

B-22 FPL's 2011 Subsequent Year Adjustment TOTAL ACCUMULATED DEFERRED
INCOME TAXES

B-23 FPL's 2011 Subsequent Year Adjustment INVESTMENT TAX CREDITS — ANNUAL
ANALYSIS

B-25 FPL's 2011 Subsequent Year Adjustment ACCOUNTING POLICY CHANGES
AFFECTING RATE BASE

C-1 FPL's 2011 Subsequent Year Adjustment ADJUSTED JURISDICTIONAL NET
OPERATING INCOME

c-2 FPL's 2011 Subsequent Year Adjustment NET OPERATING INCOME
ADJUSTMENTS

c-3 FPL's 2011 Subsequent Year Adjustment JURISDICTIONAL NET OPERATING
INCOME ADJUSTMENTS

C-4 FPL's 2011 Subsequent Year Adjustment JURISDICTIONAL SEPARATION
FACTORS - NET OPERATING INCOME

C-6 FPL's 2011 Subsequent Year Adjustment BUDGETED VERSUS ACTUAL
OPERATING REVENUES AND EXPENSES

C-7 FPL's 2011 Subsequent Year Adjustment OPERATION AND MAINTENANCE

EXPENSES




Docket No. 080677-EL

MFRs & Schedules Sponsored and Co-

sponsored By Kim Ousdahl
Exhibit KO-1, Page 6 of §

MFRs AND SCHEDULES SPONSORED AND CO-SPONSORED BY

KIM OUSDAHL
MFR# [ Period [ TImLE
JOINT OR CO-SPONSORSHIP:

c-8 FPL's 2011 Subsequent Year Adjustmeni | DETAIL OF CHANGES IN EXPENSES

C-10 FPL's 2011 Subsequent Year Adjustment | DETAIL OF RATE CASE EXPENSES FOR
OUTSIDE CONSULTANTS

c-12 FPL's 2011 Subsequent Year Adjustment | ADMINISTRATIVE EXPENSES

c17 FPL's 2011 Subsequent Year Adjustment | pPENSION COST

C-18 FPL's 2011 Subsequent Year Adjustment | LOBBYING EXPENSES, OTHER
POLITICAL EXPENSES AND
CIVIC/CHARITABLE CONTRIBUTIONS

c22 FPL's 2011 Subsequent Year Adjustment | STATE AND FEDERAL INCOME TAX
CALCULATION

C-23 FPL's 2011 Subsequent Year Adjustment | INTEREST IN TAX EXPENSE
CALCULATION

C24 FPL's 2011 Subsequent Year Adjustment | PARENT(S) DEBT INFORMATION

C25 FPL's 2011 Subsequent Year Adjustment | DEFERRED TAX ADJUSTMENT

c-27 FPL's 2011 Subsequent Year Adjustment CONSOLIDATED TAX INFORMATION

c-29 FPL's 2011 Subsequent Year Adjustment | GAINS AND LOSSES ON DISPOSITION
OF PLANT AND PROPERTY

C-30 FPL's 2011 Subsequent Year Adjustment | TRANSACTIONS WITH AFFILIATED
COMPANIES

C-31 FPL's 2011 Subsequent Year Adjustment | AFFILIATED COMPANY RELATIONSHIPS

c-32 FPL's 2011 Subsequent Year Adjustment | NON-UTILITY OPERATIONS UTILIZING
UTILITY ASSETS

C-33 FPL's 2011 Subsequent Year Adjustment PERFORMANCE INDICES

C-36 FPL's 2011 Subsequent Year Adjustment NON-FUEL OPERATION AND
MAINTENANCE EXPENSE COMPARED
TO CPi

C-37 FPL's 2011 Subsequent Year Adjustment | O&M BENCHMARK COMPARISON BY
FUNCTION

C-38 FPL's 2011 Subsequent Year Adjustment | O&M ADJUSTMENTS BY FUNCTION

C-41 FPL's 2011 Subsequent Year Adjustment | O&M BENCRMARK VARIANCE BY
FUNCTION




Docket No. 080677-EI

MFRs & Schedules Sponsored and Co-
sponsored By Kim Ousdahl

Exhibit KO-1, Page 7 of 8

MFRs AND SCHEDULES SPONSORED AND CO-SPONSORED BY

KIM OUSDAHL
| Period | TITLE
FPL'S 2011 SUBSEQUENT YEAR ADJUSTMENT SCHEDULES SPONSORED OR CO-
SPONSORED: _ _
c-42 FPL's 2011 Subsequent Year Adjustment HEDGING COSTS
C43 FPL's 2011 Subsequent Year Adjustment | SECURITY COSTS
Cc-44 FPL's 2011 Subsequent Year Adjustment REVENUE EXPANSION FACTOR
D-1a FPL's 2011 Subsequent Year Adjustment COST OF CAPITAL — 13 MONTH AVG
D-1b FPL's 2011 Subsequent Year Adjustment | COST OF CAPITAL - ADJUSTMENTS
Db "FPL's 2011 Subsequent Year Adjustment REACQUIRED BONDS
E-5 FPL's 2011 Subsequent Year Adjustment | FORECASTING MODELS
F8 FPL's 2011 Subsequent Year Adjustment | ASSUMPTIONS
Period [ TiTLE

2009 SUPPLEMENTAL MFR SCHEDULES SPONSORED OR CO-SPONSORED:

B-04 2009 Supplemental MFR Schedule Two Year Historical Balance Sheet

B-06 2009 Supplemental MFR Schedule ~ Jurisdictional Separation Fectors - Rate
Base

B-19 2009 Supplemental MFR Schedule Miscellaneous Deferred Debits

B-20 2009 Supplemental MFR Scheduie Other Deferred Credits

C-04 2009 Supplemental MFR Schedule Jurisdictional Separation Factors ~ NQI

'C-09 2009 Supplemental MFR Schedule Five Year Analysis - Change In Cost

C-10 2009 Supplemental MFR Schedule Detail Of Rate Case Expenses For Outside
Consultants

c-12 2009 Supplemental MFR Schedule Adminisirative Expenses

c17 2009 Supplemental MFR Schedule Pension Cost

C-18 2008 Supplemental MFR Schedule Lobbying Expenses, Other Political
Expenses And Civic/Charitable
Contributions

c-30 2009 Supplemental MFR Schedule Transactions With Affiiiated Companies

C-31 2009 Supplemental MFR Schedule Affili.ated Company Relationships




Docket No. 080677-EI

MFRs & Schedules Sponsored and Co-

sponsored By Kim Qusdahl
Exhibit KO-1, Page 8 of 8

MFRs AND SCHEDULES SPONSORED AND CO-SPONSORED BY
KIM OUSDAHL

| Period

J_TlTLE

2009 SUPPLEMENTAL MFR SCHEDULES SPONSORED OR CO-SPONSORED:

C-37 2009 Supplemental MFR Schedule O&M Benchmark Comparison By Function

C-38 2009 Supplemental MFR Schedule O&M Adjustments ByFunr:tion

C-39 2009 Supplemental MFR Schedule Benchmark Year Recoverable O&M
Expenses By Function

C-41 2009 Supplemental MFR Schedule O&M Benchmark Varance By_l?ﬁclion

C-44 2009 Supplemental MFR Schedule Revenue Expansion Factor

F-01 2009 Supplemental MFR Schedule Annual And Quarterly Report Te
Shareholders

[ F-02 2009 Supplemental MFR Schedule SEC Reports
F-05 2009 Supplemental MFR Schedule Forecasting Models
F-08 2009 Supplemental MFR Schedule Assumptions




SCHEDULE A1 FULL REVENUE REQUIREMENTS INCREASE REQUESTED PAGE 10F 1

FLORIDA PUBLIC SERVICE COMMISSION TYPE OF DATA SHOWN:
EXPLANATION: PROVIDE THE CALCULATION X_PROJECTED TEST YEAR ENDED 1231410
. OF THE REQUESTED FULL —
COMPANY: FLORIDA POWER & LIGHT COMPANY REVENUE REQUIREMENTS ____PRIOR YEAR ENDED 12/31/09
AND SUBSIDIARIES INCREASE ____HISTORICAI TEST YEAR ENDED 12/31/08
—PROJ. SUBSEQUENT YR ENDED {2/31/11
DOCKET NO. 080577-E) WITNESS: Kim Ousdaht, Ammando Pimentet
(1} {2) )
LINE NO. DESCRIPTION SOURCE AMOUNT
($000)
1
2 JURISDICTIONAL ADJUSTED RATE BASE SCHEDULE B-1 $ 17,063,586
3
4 RATE OF RETURN ON RATE BASE REQUESTED SCHEDULE D-1A X 8.00%
5
(] JURISDICTIONAL NET OPERATING INCOME REQUESTED LINE2XINE 4 $ 1,364,748
7
8 JURISDICTIONAL ADJUSTED NET OPERATING INCOME SCHEDULE C-1 725883
9
10 NET OPERATING INCOME DEFICIENCY (EXCESS) LINE 6 - LINE 8 $ 638,885
"
12 EARNED RATE OF RETURN LINE 8 / LINE 2 4.25%
13
“4 NET OPERATING INCOME MULTIPLIER SCHEDULE C-44 X 1.633420
15
16 REVENUE INCREASE (DECREASE) REQUESTED LINE 10 X LINE 14 $ 1,043,535
17
18
19
20

2
n
24 NOTE 1: TOTALS MAY NOT ADD DUE TO ROUNDING, .

25  NOTE 2 TOTAL REQUESTED INCREASE, EXCLUDING THE EFFECT OF PROPOSED COMPANY ADJUSTMENTS RELATED TO COST RECOVERY CLAUSES SHOWN ON
26 MFR C-2, IS §1,121.4 MILLION.

2r

28

29

SUPPORTING SCHEDULES: B-1, C-1, D-1a, C-44 RECAP SCHEDULES:
FLORIDA PUBLIC SERVICE COMMISSION

DOCKET No. 0380677-FI & 090130-E1 Exmmeir 118
COMPANY Florida Power & Light Co. (FPL) (Direct)
WITNESS  Kim Qusdahl (KO-2)

DATE 09/04/09
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Docket No. 080677-E1

Listing of MFRs & Schedules
Directly Supporting Requested
Revenue Increase

Exhibit KO-3, Page 1 of 2

2010 Test Year

MFR #

MFR Description

Comment(s)

Full Revenue Requirements Increase
Requested

Derivation and calculation of our full
revenue requirement increase requested of
$1.044 Billion and resuling jursdictional
rate of retum at December 31, 2010

B1

Adjusted Rate Base

Projected December 31, 2010 thirteen
month average jurisdictional adjusted rate
base of $17.1 Blllion

Rate Base Adjustments

Includes those necessary, in the opinion of
the company, to fairly present rate base and
working capital

Working Capital - 13 Month Average

Adjusted working capital calculation using
the balance sheet approach approved by
the FPSC (adjustments are explained on
MFR B-2)

Adjusted Jurisdictional Net Operating
Income

Projected adjusted net operating income of
$726 Million for the year ended December
31,2010

Net Operating iIncome Adjusiments

Explanations are on MFR C-3. Includes
details of net operating income adjustments
on MFR C-1.

Jurisdictional Net Operating Inbome
Adjustments

Explanations of net operating income
adjustments found on MFR C-2

C-44

Revenue Expansion Factor

Calculation of the factor used for the 2010
revenue requirement calculation. The factor
as of December 31, 2010 is 1.63342.

D-1a

Cost of Capital - 13 Month Average

Inciudes Jurisdictional Capital

Structure and Required Rate of

Return by Class of Capital. The overall rate
of return and requested ROE as of
December 31, 2010 is 8.0% and 12.5%,
respectively.

Cost of Capital - Adjustments

Includes Detaiils for Cost of Capital
Adjustments listed on MFR D-1A

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET No. 080677-ElI & 090130-EI

EXHIBIT

CoMpraNY Florida Power & Light Co. (FPL) (Direct)
WITNESS Kim Ousdahl (KO-3)
DATE 09/04/09

119




Docket No. 080677-EI

Listing of MFRs & Schedules
Directly Supporting Requested
Revenue Increase

Exhibit KO-3, Page 2 of 2

2011 Subsequent Year Adjustment Schedules

MFR #

MFR Description

Comment(s)

Full Revenue Requiremants Increase
Requestad

Derivation and calculation of our fulf
revenue requirernent increase requested of
$247.4 Million and resulting jurisdictional
rate of retum at December 31, 2011

B-1

Adjusted Rate Base

Projected December 31, 2011 thirteen
month average jurisdictional adjusted rate
base of $17.9 Billion

Rate Base Adjustments

Inciudes those necessary, in the opinion of
the company, to fairly present rate base and
working capital

B-17

Working Capital - 13 Month Average

Adjusted working capital calculation using
the balance shest approach approved by
the FPSC (adjustments are explained on
MFR B-2)

Adjusted Jurisdictional Net Operating
Income

Projected adjusted net operating income of
$662.8 Million for the year ended December
31, 2011

Net Operating income Adjustments

Explanations are on MFR C-3. Includes
details of net operating income adjustments
on MFR C-1.

C-3

Jurisdictional Net Operating Income
Adjustments

Explanations of net operating income
adjustments found on MFR C-2

C-44

Revenue Expansion Factor

Calculation of the factor used for the 2011
revenuse requirement calculation. The factor
as of December 31, 2011 is 1.63256.

D-1a

Cost of Capital - 13 Month Average

Includes Jurisdictional Capital

Structure and Required Rate of

Return by Class of Capital. The overall rate
of return and requested ROE as of
December 31, 2011 is 8.2% and 12.5%,
respectively.

D-1b

Cost of Capital - Adjustments

Includes Detalls for Cost of Capital
Adjustrments listed on MFR D-1A




Docket No. 080677-EI

2010 and 2011 ROE Calculation
Without Rate Relief

Exhibit KO-4, Page 1 of 1

2010 AND 2011 RETURN ON EQUITY CALCULATION

WITHOUT RATE RELIEF

Line MFR 2010 2011 2011

No. Refersnce (A} {B)
1 Adjusted Jurisdictional Net Operating Income L) $ 725883 § 662,776 $1,311,376
2 Adjusted Jurisdictional Rate Base B-1 17,083,586 17,880,402 17,880,402
3 Estimated Eamed Rate of Return (Line 1/ Uine 2) 425% 3.71% 7.33%
4
§ Adjusted Jurdsdictional Non-Equity Component of Weighted Average Cost of Capital D-ta 2.01% 2.21% 2.21%
6 Earnings Available for Common (Lines 3 - 5) 2.25% 1.50% 5.13%
1
8 Adlusted Jurisdictional Common Equity Ratio D-1a 47.93% 47.80% 47.80%
9
10 Jurisdictional Return on Common Equity (Line 6 / Line 8} 4.69% 3.14% 10.73%

(A) Calculation assumeas FPL's base rate increase for 2010 is pot granted,
(B) Calculation assumes FPL's base rate increase for 2010 is granted.

FLORIDA PUBLIC SERVICE COMMISSION

DoOCKET No. 080677-EI & 090130-E1 ExHiBiT 120
CoMPANY Florida Power & Light Co. (FPL) (Direct)
WiITNESS Kim Ousdahl (KO-4)

DATE 09/04/09




SCHEDULE A-1 FULL REVENUE REQUIREMENTS INCREASE REQUESTED PAGE 1 OF 1
2011 SUBSEQUENT YEAR ADJUSTMENT
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: TYPE OF DATA SHOWN;
PROVIDE THE CALCULATION ___PROJECTED TEST YEAR ENDED 12/31/10
COMPANY:  FLORIDA POWER & LIGHT COMPANY OF THE REQUESTED FULL PRIOR YEAR ENDED 12/31/09
: REVENUE REQUIREMENTS —
AND SUBSIDIARIES INCREASE —__ HISTORICAL YEAR ENDED 12/31/08

DOCKET NO. 080677-E1

_X_PROJ, SUBSEQUENT YR ENDED 1231111

WITNESS: Kim Ousdall, Armando Pimentel

LINE NO. S SO‘(JZ!)?GE mg.)fNT

1

2 JURISDICTIONAL ADJUSTED RATE BASE SCHEDULE B-1 $ 17,880,402
: RATE OF RETURN ON RATE BASE REQUESTED SCHEDULE D-1A X 8.18%
: JURISDICTIONAL NET CPERATING INCOME REQUESTED LINE 2 X LINE 4 $ 1,462,805
; JURISDICTIONAL ADJUSTED NET OPERATING INCOME SCHEDULE C-1 662,778
190 NET OPERATING INCOME DEFICIENCY {EXCESS) LINEG-LINER $ 800,119
:; EARNED RATE OF RETURN LINE 8 /LINE 2 3.71%
:i NET OPERATING INCOME MULTIPUER SCHEDULE C-44 X 1.632560
:g REVENUE REQUIREMENT ( NO 2010 RATE RELIEF ) LINE 10 X LINE 14 $ 1,308,243
:; 2010 REVENUE INCREASE REQUESTED SEE NOTE 1 $ 1,058,876
;g RATE INCREASE REQUESTED (AFTER FULL 2010 RATE INCREASE )  LINE 16 - LINE 18 $ 247,367

NOTE: TOTALS MAY NOT ADD DUE TO ROUNDING,

NOTE 1: 2010 REVENUE INCREASE REQUESTED ON TEST YEAR MFR A-1, $1,043,535,000 ADJUSTED FOR 2011 SALES GROWTH.

SUPPORTING SCHEDULES: B-1, C-1, D-1a, C44

FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-EI & 090130-EI EXHIBIT
CoMPANY Florida Power & Light Co. (FPL) (Direct)

121

WITNESS  Kim Ousdahj (KO-5)

DATE 09/04/09

RECAP SCHEDULES:
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Docket No. 080677-EI

Base Rate Recovery Formula

for Nuclear Uprates
Exhibit KO-6, Page 1 of 1

BASE RATE RECOVERY FORMULA
FOR
ST. LUCIE AND TURKEY POINT NUCLEAR UPRATES

Base Rate
Rev Req Calc
Line Formula Example
No, (B)
1 Plant-in-Service Insert Value $ 5,000,000
2 Accumulated Depreciation {1.2% of Line 1)/ 2 {30,000)
3 Net Plant-in-Service (C) Lines 1+2 $ 4,970,000
4
5 Cost of Capital (D) 11.7765% 11.7765%
6 Return on investment Lines3*5 $ 585,282
7
8 Operations & Maintenance Expenses Insert Value $ -
9 Property Insurance Expanse (A) 0.37% of Line 1 18,500
10 Daepreciation Expsnse (A) 1.2% of Line 1 60,000
11 Property Taxes (A} 2.0% of Ling 1 100,000
12 Total Expenses SumofLinesB-11 $ 178,500
13
14 Total System Revenue Requirements Lines 6 + 12 $ 763,792
16 Separation Factor (E) 98.8182% 98.8182%
16 Total Jurlsdictional Revenue Requirements (F) Lines 1;1 *15 $ 754!766
Notes:

(A) Percentages in formula are same as what was used o estimate expenses for St. Lucie Unit 2 nuclear
uprate forecast in this filing. The following percentages would need to be changed if base rate recovery
is for a plant other than St. Lucie 2:
8t. Lucie Unit 1 - Depreciation Rate 1.6%
Turkey Point Unit 3 - Property Tax Rate 1.8%
Turkey Point Unit 4 - Depreciation Rate 1.4%, Property Tax Rate 1.8%
(B) Base rate revenue requiremant calculation example if $5 mililon in caplital costs at
St. Lucie Unit 2 are determined non-recoverable through Nuclear Cost Recovery by the FPSC.
(C) Based on a 13-month average.
(D) Represents pre-tax cost of capital used for the 2010 Test Year in this filing. The rate applicable 1o
2011 is 11.9759%.
(E) Represents the nuclear separation factor used for the 2010 Test Year in this tiling. The factor applicable to
2011 is 98.8108%.
{F} Does not take into account gross up for bad debt or regulatory assessment fee.

. FLORIDA PUBLIC SERVICE COMMISSION
DOCKET No. 080677-E1 & 090130-E1 EXHIBIT
CoMPANY Florida Power & Light Co. (FPL) (Direct)

122

WITNESS  Kim Ousdahl (KO-6)

DATE 09/04/09




Docket No. 080677-El

Depreciation Expense Reconciliation
from Forecast to Proposed Amount
Exhibit KO-7, Page 1 of 2

DEPRECIATION RECONCILIATION FROM FPL'S 2010 FORECAST TC PROPOSED DEPRECIATION EXPENSE

Company Florida Power & Light Co. (FPL) (Direct)

($000)
2010 2010 2010
Depreclation Calculated Expeniss From
Expense Expense Caphital 2010 2010
2010 RAelated to Using Proposed Recovery Total Company
Line Forscast Clauses Subtotal Rates Schedules Expense Adjustmaent
No. Function m (2) 1)+ (2) = (3) (%) {6) (4} + (5} = (8) {6) - (3} = {7}
1 INTANGIBLE $ 26011 (1,142} & 24869 § 22,067 § A 22,067 % (2,802}
2
3 STEAM 82,402 {16,140} 66,262 88,945 11,227 100,172 33,911
4
5 NUCLEAR 66,936 {1.281) 65,655 103,428 42,059 145,487 79,831
8
7 OQTHER PRODUCTION 296,012 (7.885) 288,117 284,302 o 284,302 (3,815)
8
9 TRANSMISSION 94,420 {284) 94,135 or.622 - 97,622 3,486
10
11 DISTRIBUTION 388,015 (7. 167} 361,848 357,266 25,270 382,536 €88
12
13 GENERAL 48,188 {1,647} 46,642 30,353 - 30,353 {16,188}
14
15 TOTAL i ‘lﬁpﬂ $ ‘35|555| $ 21"429 $ 28_3‘9_!2 3 718‘5_58 $ 1|082|539 ] 95|111
A (B) ©) () (E) {F}
(A) Excludes amounts related fo asset retirerment obligations, acquisition adjustment, dismantiement, and FPL-NED, which are includad in the total
amount forecastad for depraciation expense.
(B) Includas forecasted depreciation related to nuclear uprates since it is recovered through the nuclear cost recovery mechanism.
(C) Calculated amounts ars basad on FPL's proposed depreciation rates included in its 2009 depreciation study.
The amounts also include expense related to amortizable property.
{D} Capital Recovery Schedules are for the recovery of the net book cost over a four year period:
Steam: Cape Canaveral and Riviera Plant modemizations (recovery of net book cost of existing facilities)
Nucloar: St Lucke and Turkey Point Plant uprates (recovery of net book coet of retirements and associated removal costs)
Distribution: Automated Meter Infrastructure (recovery of net book cost of meters being replaced and associated remaval costs)
(E) Tolal expense is based on FPL's proposed depreciation rates and capital recovery schedules inciudad in its 2009
depreclation study. The amounts alsc Include sxpenss related to amortizable property.
{F) Included in depreciation company adjustment shown on MFR C-3.
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DEPRECIATION RECONCILIATION FROM FPL'S 2011 FORECAST TO PROPOSED DEPRECIATION EXPENSE

($000)
2011 2011 2011
Depreclation Calcuiated Expense From
Exponse Expense Capital 2011 2011
2011 Related to Using Proposed Recovery Total Company
Line Forecast Clauses Subtotal Rates Schedules Expense Adjustment
No. Function (1) {2) (1) +|2)=(3) {4) _(5) {4) + (B) = (8} (8)-(3)=@)
1 INTANGIBLE H 37738 $ (1.527) $ 38211 % 31,953 § - 3 31,853 $ {4,258)
2
3 STEAM 85,355 {17,893) 67,362 90,815 11,227 102,042 34,680
4
5 NUCLEAR 75,887 (7.072) 68,618 114,820 42,059 158,870 88,264
& .
7 OTHER PRODUCTION 323,792 (24,023) 299,760 202,014 - 202,014 {7.745)
8
9 TRANSMISSION 98,152 (564) $7.587 101,218 = 104,218 3,831
10
11 DISTRIBUTION 412,201 (8,638) 403,682 383,153 25270 408,423 4,761
12
13 GENERAL 56 188 (3.418) 52,771 34,629 - 34829 {18,142}
14 )
18 TOTAL $ mﬂs $ (63,146) § 3,025970 _$ 1,048,603 $ 18556 % 1,127,159 § 104,191
N (B) <) (D} (E) {F)

Hotes:
(A) Excludes amounts related to asset retirement abligations, acquisition adjustment, dismantiement, FPL-NED, and West County Unit 3, which

amount forecasied for depreciation expense.
(B} Includes forecasied depreciation rafated to nucisar uprates since it Is recavered through the nuciear cost recovery mechanism,
(C) Caiculated amounts are based on FPL's proposed depreciation rates included in its 2008 depreciation study.

The amounts also include expenee related to amortizable property.
(D) Capital Recovery Scheduias sre for the recovery of the net book cost over a four year period;

Steam: Cape Canaveral and Riviera Plant medemizations (recovery of net book cost of existing facilities)

Nuclear: St Lucle and Turkey Point Plant uprates (recovery of net book cost of retirtements and assoclated removal costs)

Distribution: Autormated Mater Infrastructure {recovery of net boak cost of meters being replaced and associated removal costs)
(E) Total expanse is based on FPL's proposed depreciation rates and capital recovery schedules included I its 20090

study. The amounts also include expense related to amartizable property.

{F) Inciuded in depreciation company adjustmant shown on MFR C-3,
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Florida Power & Light Company

Fossil Dismantlement Studies

Cape Canaveral Putnam

Cutler Riviera
DeSoto Solar Sanford

Fort Lauderdale Scherer

Fort Myers St Johns River
Manatee Turkey Point
Martin St. Lucie Wind
Port Everglades West County

Note: Filed on March 17, 2009, due to Commission timing requirements for this study and not
duplicated separately due to volume.

2009 Filing
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BACKGROUND

Market Rate Disclosure

Florida Power & Light Company (FPL) supports affiliate operations through direct project activities and shared
administrative functions. Direct activities are charged to affiliates through specific work orders. Shared
administrative functions are allocated through five (5) management fees,

All services provided to affiliates, either direct or allocated, are transferred at fully loaded rates. Payroll is
transferred by using the employee job role reference point plus adders, which covers benefits, and administrative
costs; thus fully loaded rates reflect market rates. Therefore, FPL believes that the rates it charges Affiliates for
services it provides are in compliance with its policy to charge at the higher of cost or market.

Description of the five (5) management fees:

1. Afiiliate Management Fee (AMF) - FPL Corporate Staff infrastructure that benefits Affiliates are
transferred at fully loaded rates. This management fee is based on a cost pool of shared services, which is
allocated based on specific drivers (where available), or the Massachusetts formula, which is the weighted
average of Revenuve, Payroll, and average Property, Plant, and Equipment. The Fee is billed monthly based
on budget, and trued-up to year-end actuals during the last quarter of the current year and then again during
the first quarter of the subsequent year. The fee may be revised during the year to reflect significant
changes such as merger and acquisition activitics. Examples of services provided include:

Payroll Processing

Tax Accounting
Accounting / Auditing
Environmental

Information Management
Human Resources
Corporate Commanications
Finance / Treasury

General Counse!

G

FPL's Power Generation Division (PGD - Direct Charge Method) - provides fleet team common and direct
plant specific support to FPL Energy; Inc. (FPLE). Fully loaded costs are charged to the Affiliate based on
budgeted dollars with a year-end true-up based on actual accumnulated dollars via specific work-orders.

The fee may be revised during the year to reflect significant changes such as level of service, and/or merger
and acquisition activities.

3. Energy Marketing & Trading Business Unit (EMT - Specific Allocations) - provides Back-Office (Risk
Management and Systems) support. Costs are allocated to the Affiliate based on time studies or specific
analysis by function. Fully loaded costs are also charged to the Affiliate based on budgeted dollars with 2
periodic true-up to actual dollars, including one at year-end. The fee may be revised during the year to
reflect significant changes such as level of service, and / or merger and acquisition activities. In addition,
the Affiliate is charged a facilities usage fee.

4, Nuclear Division (NUC - Generating Units} — provides nuclear cperations, fucls, management team and
assurance support to FPLE nuclear plants. Fully loaded costs are allocated to the Affiliate based on number
of generating units and budgeted dollars with periodic true-up to actual dollars, including one at year-end.

FLORIDA PUBLIC SERVICE COMMISSION
DoOCKET No. 080677-EI & 050130-EI EXHIBIT
Company Florida Power & Light Co. (FPL) (Direct)
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The fee may be revised during the year to reflect significant changes such as level of service, and / or
merger and acquisition activities.

S. Information Management Nuclear Support (IMNUC - Systems or Generating Units) - provides Passport
system support, IM management team, data services and infrastructure support to FPLE nuclear plants.
Fully loaded costs are allocated to the Affiliate based on either number of Passport systems or number of
generating units and budgeted dollars with periodic true-up to actual dollars, including one at year-end.
The fee may be revised during the year to reflect significant changes such as level of service, and / or
merger and acquisition activities.

An Introduction

This Cost Allocation Manual was prepared for the use of FPL Group’s regulated utility subsidiary, FPL, to
document cost allocation policies and practices, and to provide guidelines to employees regarding the use of those
policies for both Inter-Company and Intra-Utility transactions.

Outside vendors doing work for the affiliates should be instructed to bill affiliates directly for work performed and
not process payments through FPL. This eliminates duplicate invoice processing and provides Affiliates with a clear
approval of work performed.

Whenever practical, FPL employees should direct charge for services to the benefiting Affiliate. This manual
describes processes to direct charge those costs, as well as the allocation processes used when direct charging is not
practical.

Cost Accounting Concepts

This manual is based on the premise that all costs will be apportioned between regulated and non-regulated
activities. Apportionment is defined as any distribution of costs to the benefiting regulated or non-regulated
activities. Additionally, corporate center costs remaining in FPL (regulated), which provide a direct benefit to the
operating business units, will be apportioned to the benefiting operating business units. Consistent with the
foregoing premise and definition, costs are apportioned based on three cost characteristics:

e Direct - Costs of resources used exclusively for the provision of services that are readily identifiable to an
activity. An example of Inter-Company direct costs would be the salary of an engineer working on a non-
regulated Affiliate's power plant. Direct is also used to indicate work done within FPL (regulated) directly
benefiting a Business Unit other than the provider. An example of Intra-FPL direct costs (regulated) would be
Human Resources charging the operating Business Units for specific recruiting activities.

®  Assigned — Costs of resources used jointly in the provision of both regulated and non-regulated activities that
are apportioned using direct measures of cost causation. The square footage cost of office space used by non-
regulated activities would be an example of assignable costs.

*  Unattributable (Management Fee) — Cost of resources shared by both regulated and non-regulated activities
for which no causal relationship exists. These costs are accumulated and allocated to both regulated and non-
regulated activities through the use of the AMF for Inter-Company transactions. The costs associated with FPL
Group’s board of directors is an example of unattributable costs allocated using the Affiliate Management Fee.
(See Affiliate Management Fee section for more details on unattributable charges.)

Inter-Company Transactions - Between Regulated and Non-Regulated Entities
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This manual is designed to document the processes used to apportion costs between regulated and non-regulated
activities. The prevailing premise is that resources shared between regulated and non-regulated activities should not
result in subsidization by either entity. This manual describes the standard services provided between regulated and
non-regulated entities, FPL’s (regulated) inter-company process for charging direct and indirect costs, AMF, and
other apportionment methods. The costing concepts and principles described herein are applied consistently to all
subsidiaries.

Purchase Orders

When Affiliates procure goods from common vendors of FPL (regulated), they should do so directly under separate
Affiliate purchase orders. This ensures invoicing and product delivery will be processed directly to the Affiliate, and
the Affiliate will not be billed for FPL's (regulated) loading costs, It also ensures that the contract terms (warranties
and liabilities) of the purchase order(s) are placed with the Affiliate, not with FPL (regulated).

Transfer of Assets

When an asset used in FPL's regulated operations is transferred to a non-regulated Affiliate, FPL will charge the
Affiliate the greater of market price or net book value. Except, FPL may charge the Affiliate either the market price
or net book value if documentation is maintained to support and justify that such a transaction benefits regulated
operations. When an asset that is to be used in FPL's regulated operations is transferred from a non-regulated
Affiliate, the asset must be recorded at the lower of market price or net book value. On certain occasions, FPL may
record the asset at either market price or net book value if it maintains documentation to support and justify that
such a transaction benefits regulated operations. An independent appraiser must verify the market value of a
transferred asset with a net book value greater than $1,000,000.

REGULATORY REPORTING

Diversification Report

In addition to the FERC Form No. 1, Annual Report of Major Electric Utilities, Licenses and Others, the FPSC
requires the Utility to file an Annual Diversification Report. This report contains:

Summary of changes to the corporate structure,

Updated organizational charts of parent and affiliates,

Summary of new or amended contracts with affiliates,

All transactions between regulatory and non-regulatory activities

Detail reports of all individual transactions over $500,000 between affiliates
Summary of asset transfers between affiliates,

Employee transfers between affiliates,

Anaslysis of non-tariffed services and products provided by the Utility.

FERC Accounting

‘The Uniform System of Accounts (USOA), as prescribed by the Federal Energy Regulatory Commission (FERC),
and adopted by the Florida Public Service Commission (FPSC), is found in the Cede of Federal Regulations, Title
18, Subchapter C, Part 101 states the following:

¢ Inter-company transactions are to be recorded in account 146.XXX (See sub account listing at the ER 99
Reporting section).

e Intra-Utility direct charge transactions are to be recorded in the appropriate account(s) within the operational
function receiving the goods or services.
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s Intra-Utility allocations of corporate center costs for business unit financial reporting are to be recorded in the
administrative and general (A&G) range of accounts. Administrative and general accounts should contain
charges not chargeable directly to a particular operating function.

e Based on the USOA guidelines, functional accounts should be charged for corporate center charges when the
work benefits only one business unit. if the work is allocated to several business units for financial reporting
purposes, the costs should remain in the A&G range of accounts (920.XXX - 935.XXX).

FPSC Rule

The Florida Public Service Commission has adopted rules concerning cost allocation and affiliate transactions. The
purpose of this rule is to establish cost allocation requirements to ensure proper accounting for affiliate transactions
and non-regulated utility activities in order for these transactions and activities to not be subsidized by FPL
{regulated) customers. This cost allocation manual addresses all processes for compliance under this rule.

SFAS 131

FPL Group and its subsidiaries are subject to the provisions and required disclosures of Statement of Financial
Accounting Standards (SFAS) No. 131, Disclosures about Segments of an Enterprise and Related Information.
SFAS 131 only requires disclosure for business operations that exceed 10% of the total business operations. FPL
Group has three reportable segments, FP&L (regulated operations), FPL Energy (unregulated operations —
Independent Power Producer) and Corporate & Other.

INTER-COMPANY BILLING PROCESS

Billings from Affiliates to FPL

Billings from affiliates to FPL are based on the lower of cost or market. When these billings occur, notification
must be given to Cost Measurement and Allocation to ensure proper reporting of these transactions as required by
FERC and FPSC. The Cost Measurement and Allocation Department records these transactions. If a Business Unit
elects to pay such invoices themselves, they are required to forward copies of all transactions to Cost Measurement
and Allocation. All inter-company billings through the CARMS account receivable system are reconciled to the
general ledger on a monthly basis.

Approval for Affiliate Direct Charges

When working directly for an Affiliate, FPL employees must first obtain approval from the Affiliate and obtain a
corresponding ER 99 work order. This applies to both payroll and non-payroll transactions. For payroll transactions
the employee must also verify that their payroll location/section is valid for the stated work order. Validation of
work orders can be checked through the system (GA30) or by calling IM-Financial Systems at (305) 552-3567.
When providing services to a specific Affiliate, the employee is responsible to ensure that the appropriate ER 99
work order is recorded on their time sheet and/or cash vouchers.

Use the following contacts to obtain approval to charge affiliate work orders;

Affiliate [Contact [Phone Number
race Wynter 561) 304-5260

[FPL Energy thy Gibson 561) 691-7467
L Energy Services  [Kenneth Frantz (305) 552-3239

L. FiberNet JLourdes Caballero - K(305) 552-2018
{FPL Group Capital [Peaches Libkie (561) 694-4853
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ER 99 Function

FPL uses the Expenditure Requisition (ER) code 99 in the account key structure to designate work orders used
exclusively for inter-company billings. A work order is a combination of ER, work order (WO), location and section
(Example WO 4300 ER 99 Loc 0009 Sec 21). Each work order has a unique translation to FPL general ledger
accounts.

All ER 99 work orders translate to receivable accounts from Affiliates. Below is a list of our current Affiliate
receivable accounts:

Affiliate Account
Alandco 146.400
Duane Amold 146.430
Fibernet 146.610
w, Inc. 146.880
FPL Enﬂy Maine 146.890
FPL Energy — Seabrook ' __}46.856
FPL Enw Services (NE Gas) 146.905
FPL Energy Services, Inc. 146.906
FPL Group 146.300
FPIL. Group Capital 146.800
FPL Group Internationel 146.370
FPL New EnEIand Division 146.320
FPL Readi-Power LLC 146.612
FPLE Power Marketing 146.860
FPLE Project Management 146.870
Palms Insurance 146,310
Point Beach 146.440
N. American Power Systems 146,380
Seabrook Staticn 146.855

Charges to the ER 99 work orders are sccumulated each month and billed by the 15® of the following month.
Included in these charges are payroll charges which are billed based on standard rates by classification (standard
rates are described in the next section.) All payroll related overhead charges are included in the standard rates. Also
included in the billable charges are non-payroll charges that do not contain any loadings. To facilitate proper
supporting documentation for the invoices, Cost Measurement and Allocation maintains special reporting from the
ER 99 transactions. These reports provide the detail transactions for cach bill and are broken down by payroll and
non-payroll transactions. These reports contain the description fields for the account key structure that identifies the
charging location, employee name, and EAC description.

For payroll transactions, the ER 99 process cross-references the last five digits of the employee’s social security
number and the last five digits of the last name to the employee’s job classification. The job classification is then
matched to the standard billing rate table to obtain the hourly-billing rate. Cost Measurement & Allocation reviews
all transactions to ensure the employee name is listed on the billing support documentation. Each month some
payroll ransactions are not matched to standard rates due to transfers, new employee, etc. These transactions appear
on the Payroll Exception Report, which are then manually researched, and then the transactions are billed. Cost
Measurement and Allocation ensures employec names are included on all Payroll Exception Reports transactions as
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well. Affiliates are required to pay all invoices within 15 days of invoice date. Any corrections required based on
the review by the Affiliate Project Managers are included in the subsequent month’s billing.

GA 30 Access Instructions
Etep ]Aclion
1 gon to PCICS

Type GA30, hit <Enter>

elect BUCS option 4 <Enter>. There are 8 options on this screen

[To determine if your location section is valid for ER 99 select Option 8 Work Order Translation <Enter>

your location section is valid it will show the account translation.

2

3

ol

B Type the Work Order, ER 99, your location section <Enter>

F your location section is not valid, it will skip to the next valid location.

Long Term Assignment Rates

When FPL employees are used exclusively for Affiliate activities for extended periods of time, they should not be
charged out at the standard rates but at a reduced Long-Term Loading Rate, This is due to two factors. First, their
non-productive time (sick, vacation, holiday) is already included in the salary being allocated since it is expected
that a full year's satary is allocated. If their time were also loaded for non-productive time, the Affiliate would be
receiving a duplicate charge. Secondly, the Affiliate will be providing the necessary A&G support, such as
supervision, office equipment, supplies, etc. Therefore, A&G expenses should not be included in the loading rate.

The 2008 Long-term Loading Rate is 15.19%, which includes Taxes & Insurance of 7.83% and Pension & Welfare
of 7.36%. To qualify for reduced loading, the employee must reasonably expect to charge their time to ER 99 work
orders for one full year, and be physically located at the Affiliate. If an employee’s charges during the year fall
below 75% they must be removed from the Long-Term loading rate.

Employees meeting the above requirements should forward their social security number, payroll location, business
unit name and immediate supervisor’s name to the Cost Measurement & Allocation department. The social security
number will then be entered into the ER 99 billing program to facilitate this exception handling. The employee is
responsible to ensure that their time is charged to the ER 99 work orders inclading all non-productive time such as
vacation, holiday, sick, jury duty, etc. It is recommended that employees set up their Fixed Distribution with ER 99
work orders to accomplish this. Since the Long-Term rates are based on actual payroll, any bonus and/or incentives
paid during the year will also be passed on to the Affiliate. Additionally, al! Affiliate non-payroll related expenses
should be charged at 100%.

Standard Hourly Payroll Rates

The standard hourly rates are determined by taking each job classification’s Market Reference Point (MRF),
applying the common cost loading rate, and dividing by 2080 hours. The common cost rate loads payroll for benefits
and A&G costs related to the employee.

Loadings, computed annually by the Cost Measurement and Allocation section of Regulatory Accounting, are
incorporated into the 2008 Standard Billing Rates (comtnonly referred to as the “Short Term Rate™):

Feb 2007 — | Feb 2008 —
Loading Rate Rate

Non-Productive Payroll 21.47% 21.74%
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Administrative and General Payroll * 13.84% 14.26%
Taxes and Insurance** 11.24% 10.64%
Pension & Welfare** 11.28% 10.02%
Administrative and General Expense * 15.02% 13.46%
Total 72.86% 70.13%
Note: Rates above are compounded, except Non-Productive Payroll.

* Applied to the total of Productive and Non-Productive Payroll

** Applied to the total of Productive, Non-Productive and A & G Payroli

Market Reference Points

FPL employees working for the subsidiaries are billed out at their job role’s Market Reference Point (MRP) which
began back in June 2005. There are approximately 224 MRP’s in existence and when an employee charges an ER
99 work order, the system awtomatically performs a table lookup based on their last 5 digits of their social security
number and first 5 digits of their last name to locate the employee’s job role and apply the appropriate MRP and
loader. It should be noted that the MRP in the billing rate column on the Affiliate billing ERTRAN reports is
unloaded; however, the dollars under the “Amount”™ column are loaded.

MANAGEMENT FEES

Affiliate Management Fee

‘When FPL Group started diversifying into non-regulated activities, FPL developed an Inter-Company accounting
policy to address the transfer of goods and services between the regulated (FPL) and non-regulated (Affiliate)
activities. This process uses FPL's ER 99 work orders to capture charges directly benefiting Affiliates. As the non-
regulated activities expanded, a shared service concept called the Affiliate Management Fee was implemented to
address Corporate Staff shared services and capital benefiting both FPL and its Affiliates.

Cost Pool - Corporate Shared Services

‘The Shared Service cost pool is determined annually through an extensive review of shared services and
capital provided by FPL’s Corporate Staff Departments. The review is performed in conjunction with
FPL's budget cycle and identifies products and services within each Budget Activity (BA), along with
capital benefiting Affiliates. These budgeted costs and capital are combined to obtain an estimated shared
cost pool for the year. For 2008, shared services are estimated at $199 million dollars (see listing of Shared
Services included below). These shared costs are allocated to non-regulated Affiliates using specific
drivers (where available) or the Massachusetts Formula (see below). These shared cost pools are trued up
to actuals in the fourth quarter of the current year and again in the first quarter of the following year. The
cost pools will also be trued up to actuals for any merger and acquisition activity.

Allocation - Massachuseits Formula

FPL reviewed options for allocation of the cost pool(s) where there were no specific driver(s) and elected to
use the weighted average of Payroll, Revenues and average Gross Property Plant and Equipment. This
methodology is named the “Massachusetts Formula” and has been an industry standard in other regulatory
areas for years. The forecasted amounts for each of the three components mentioned are collected from
FPL and Affiliates and given equal weight. A weighted average is then computed to yield a ratio of
regulated and non-regulated activity. The Massachusetts Formula is updated for merger and acquisition
activity as needed.
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FPL Group Capital is billed a monthly portion of the annual Affiliate Management Fee. The annual fee
amount is determined by identifying the FPL Group executive costs and FPL corporate staff costs that
benefit both FPL and Affiliates. Then the appropriate driver percentages (either specific drivers or the
Massachusetts Formula) are applied to the respective cost pools. For 2008, the fee is estimated to be
approximately $49 million dollars.

Corporate Shared Services and Capital

Below is a list of shared services determined to be beneficial to Affiliates and included in the Affiliate
Management Fee. Shared services payroll dollars are loaded with Taxes & Insurance of 7.83% and
Pension & Welfare of 7.36% prior to their allocation for 2008,

Allocation - Specific Drivers

The Information Management and Human Resources Corporate Staff group shared costs are allocated to
the Affiliates by specific drivers. Other Corporate Services and certain Finance costs also have specific
drivers to allocate shared costs to Affiliates.

o Information Management (Specific drivers relating to workstations, number of transactions,
mainframe time, etc.)
o  Corporate Applications - HR Employee Information System, Procurement, Financial Data Base,
Lotus Notes, Storchouse
Communications & Technology - Telecommunications (excluding Long Distance) and Fibernet
Distributed Systems -Workstation and LAN Support
Mainframe Operations - GO and JB Computer Centers
PC Services - Helpdesk and Workstation support
Amortization and ROI - Shared Capitalized Hardware and Software

o Human Resources (Specific drivers relating to FTE's)
o Employee Relations - Safety Polices, Labor Relations Administration, and other employee related
issues
e  Shared Services - Benefits Administration, Help Desk, Payroll, Educational Assistance,
Recruiting, Equal Opportunity, Workforce Planning, Drug testing and Group University
o  Benefit Programs

o Finance (Specific drivers relating to square footage and capacity)
®  Security — Corporate and shared affiliate facility (JB and GO)
o Business Unit Executive — Power Generation Division and Nuclear

o Engineering, Construction and Corporate Services (Specific drivers relating to FTE's)
» (Cafeteria Operations — Shared Affiliate Cafeteria Operations (JB, GO, LFQ, CSE, PTN & PSL)

Allocation - Massachusetts Formula

» Finance
o Executive — Salaries, Expenses, and Benefits
® Corporate - Accounts Payable, Cash Management and Banking
o  Accounting - Cost Measurement & Allocation, Accounting Research & Financial Reporting
o Corporate Tax
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o  Finance and Trust Fund Investments
¢  Planning and Analysis
¢ Corporate Budgeting
e  Annual Report

¢  Corporate Communications
e Internal Communications - Inside FPL., FPL Today, FYT FAX
e  External Media
s Executive Presentations
e  Mail Services — Courier and Mail Services (GO, JB, LFO)

o  General Counsel
e  Shareholder Services
¢ Environmental Services - Environmental Audits and Consulting

¢ Engineering, Construction and Corporate Services
e Integrated Supply Chain — Administration of Corporate Travel and Integrated Supply Chain

e Internal Auditing Management

SERVICE FEES — Energy Marketing & Trading (EMT), Power Generation Division (PGD), Nuclear (NUC),
and IM Nuclear (IMNUC)

Setvice fee charges are calculated by the Business Unit (Operating Business Unit or Staff Group) Budget
Coordinators or Analysts and represent ongoing-services provided or shared among Affiliates. The appropriate
Standard Hourly Payroll Rate (see previous section with this title) is applied to payroll charges, and reduced by non-
productive time if the payroll dollars are applied at 100%. In general, services provided by EMT include Systems
support and Risk Management of the Back Office group and a Facilities Fee for Power Marketing, Inc. space. The
Nuclear Fee is support to FPLE nuclear plants and the IM Nuclear fee relates to specific systam support for FPLE
nuclear plants. The Power Generation Division Fee provides central maintenance and/or technical services to FPLE
fossil plants.

EMT Service Fee

The EMT Service Fee uses the annual budget to estimate the level of service to be provided and will true-up to
actuals periodically or for year-end no later than January of the following year. There are two parts of this fee: 1.
Back-Office, and 2. PMI Facilities Usage. There are two (2) groups within the Back-Office portion of the fee: 1.
System Group for computer support, and 2. Risk Management. The Systems Group is allocated by specific drivers
(i.¢. number of devices), and Risk Management is allocated based on a time-study. The second part of the Fee is the
PMI Facility Usage, which is allocated bases upon total head count applied to a developed facility rate. The EMT
Service Fee includes the following shared services:

Wholesale Operations Senior Management - Supervision of physical trading front office operations
Operations and Administration - Support of EMT systems infrastructure

Risk Management - Compliance with risk management policies and procedures

Contracts and Regulatory - Contract execution and regulatory filing requirements



Docket No. 080677-EI
FPL's Cost Allocation
Manual

Exhibit KO-9, Page 10 of 12

Cost Measurement & Allocation Department
Cost Accounting Manual
Updated December 2008

e Corporate Loadings - Standard Hourly Payroll Rate applied to payroll
o  Facilities Usage - Charge for FPLE employees using EMT facilities and equipment

Specific services not included in the Service Fee, which are direct charged to FPLE by EMT are:

e  Services to Plants that are not operated by FPL Energy
e  Front office trading and analysis

Nuclear Service Fee

The Nuclear Service Fee uses the annual budget to estimate the level of service to be provided and will true-up 1o
actuals periodically or for year-end no later than January of the following year. The fee allocates costs using the
number of generating units as the driver. The Nuclear Service Fee includes the following shared services:

Nuclear Operations Support
Nuclear Fuels Support

Nuclear Management Team Support
Nuclear Engineering Support
Nuclear Assurance Support

Specific services not included in the Service Fee, which are direct charged to FPLE by Nuclear are:

Due Diligence

Construction Projects

Transition Teams

Support of FPL Energy Capital Projects
QOutage Support

Information Management Nuclear Service Fee

The Information Management Nuclear Service Fee uses the annual budget to estimate the level of service to be
provided and will true-up to actuals periodically or for year-end no later than January of the foliowing year. The fee
allocates costs depending on the services provided. Costs for services that support the Passport system are allocated
on the number of systems in place. Management and infrastructure services costs are allocated using the number of
generating units as the driver. The Information Management Nuclear Service Fee includes the following shared
services:

s  Passport Support

e IM Management

e Data Services

e  IMO Nuclear Lead (Infrastructure Support)

Power Generation Division (PGD) Service Fee

The PGD Service Fee is based on the direct charge methodology (as previously described). Initally, PGD uses
budgeted costs for shared activities and an estimate of the services to be provided to FPLE. Actual costs for the
services provided are accumulated in specific work orders. These costs are compared to the budgeted costs and
trued-up periodically or for year-end no later than January of the following year.
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The PGD Service Fee includes the following shared services:

¢  Flect Team Management — Production Assurance, Balance of Plant, Turbine Generator, Steam Generation,
Central Maintenance, Electrical and Instrumentation & Controls, Lab Testing, Environmental, Water
Management and Reliability

Information Systems - support of PGD system infrastructure

Corporate Overheads - Loadings for Payroll, Facilities, Equipment

Business Planning, Resource Allocation and Administration

Safety Programs

* & 0 a

FACILITY AND EQUIPMENT CHARGES

Cost Measurement and Allocation is responsible for monthly entries through ER 99 work crders to bill the following
activities:

Accounting Systems

The Affiliates use FPL’s accounting systems on a limited basis for paying and issuing miscellaneous invoices. These
systems are the Cash and Accounts Receivable Management (CARMS) and Customer Information System Plus
(CIS Plus). The use of these systems is billed on a transactional basis. A cost study is performed by the Cost
Measurement and Allocation department to determine the cost to FPL per transaction for these systems. The
number of transactions are collected monthly and billed to the Affiliates at those rates.

Furniture and Computers
The Affiliates are billed monthly for office furniture and personal computers on a cost basis. The charges are based
on the number of FPL owned equipment utilized by the Affiliates. The 2008 rates are:

Cubicle furniture rental rate $1,448.00 annually per cubicle
Office furniture rental rate $ 731.69 annually per office
‘Workstation computer rental rate $ 473.23 annually per workstation
Laptop computer rental rate $ 684.93 annually per laptop

Long Distanice Telephone Charges
The Affiliates arc billed monthly for their long distance service. This is tracked by telecommunications based on
employee long distance IDs. Rates are based on actual contracted rates with the phone companies.

Office Space

Space is available to the Affiliates in FPL buildings only when vacancies exist. The Affiljates are charged for the
square feet they occupy based on the higher of cost or a market rate, The market rate study is performed by
Corporate Real Estate. Currently, FPL Erergy, FPL Energy Services and Fibernet occupy space in FPL buildings,
primarily the General Office and the Juno Beach Office.

AVIATION POLICY

FPL aviation equipment is available to FPL and Affiliates employees on a business priority basis. Inter-Company
flights are charged back to the Affiliates, Intra-FPL flights are not charged back to the business unit.

Fixed Costs
Fixed costs include salaries, hangar expenses, and maintenance which are included in the Affiliate Management Fee.

Variable Costs
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The variable cost has been determined using an industry standard analysis. The items comprising the variable cost

are fuel, fuel additives, landing & parking fees, crew expenses, and small supplies & catering. These costs are
charged out on a per flight basis as follows for 2008:

¢ Helicopter $267.58 per flight hour (1/1/08-6/30/08) and $329.58 (7/1/08 - 12/31/08)
o  Airplanes either $2.80 per statutory mile or $2.29 per statutory mile (1/1/08-6/30/08) and either $3.32 or $2.74

(7/1/08-12/31/08), depending on the type of plane used.

DEFINITIONS

Affiliates — Companies that are related to each other due to common ownership or control.
Cost Allocators — The methods or ratios used to apportion costs. A cost allocator can be based on the origin of
costs, as in the case of cost drivers; cost-causative linkage of an indirect nature; or one or more overall factors (also
known as general allocators).

Common Costs — Cost associated with services or products that are of joint benefit to both regulated and non—
regulated business units.

Cost Driver — A measurable event or quantity which influences the level of costs incurred and which can be directly
traced to an corigin of the costs themselves.

Fully Allocated - Services or products bear the sum of the cost drivers plus an appropriate share of the indirect
costs.

Incremental — Pricing services or products on a basis of only the incremental costs added by their operations while
one or more pre-existing services, or products, support the fixed costs.

Non-regnlated — Refers to services or products not subject to regulation by regulatory authorities.

Prevailing Market Rate - A generally accepted market value that can be substantiated by clearly comparable
transactions, auction or appraisal,

Regulated - Refers to services or products subject to regulation by regulatory authorities.

Subsidization — The recovery of costs from one class of custoruers, business unit or entity, that are attributable to
another.
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Guidelines for Cost Aliocations and Affillate Transactions:

The foliowing Guidelines for Cost Allocations and Affiliate Transactions (Guidelines) are intanded
to provide guidance to jurisdictional regulatory authorities and regulated utilities and their afiiliates
In the davelopment of procedures and recording of transactions for services and products
between a regulated entity and affiliates. The prevailing premise of these Guidelines is that
allocation methods should not result in subsidization of non-regulated services or products by
regulated entities uniess authorized by the jurisdictional regulatory authority. These Guidelines
are nof intended to be rules or regulations prescribing how cost allocations and affiliate
transactions are to be handled. They are intended to provide a framework for regulated entities
and regulatory authorities in the development of their own policies and procedures for cost
allocations and affiliated transactions. Variation in regulatory environment may justify different
cost allocation methods than those embodied in the Guidelines.

The Guidelines acknowledge and reference the use of several different practices and
methods. It is intended that thars be latitude in the application of these guidelines, subject to
regulatory ovarsight. The implementation and compliance with these cost allocations and affiliate
transaction guidslines, by regulated utilities under the authority of jurisdictional regulatory
commissions, is subject to Federatl and state law. Each state or Federal regulatory commission
may have unique situations and circumstances that govern affillate transactions, cost allocations,
and/or service or product pricing standards. For example, The Public Utility Holding Company Act
of 1935 requires registered holding company systems to price "at cost" the sale of goods and
sefvices and the undertaking of construction contracts between affiliate companies,

The Guidelines wara developed by the NARUC Staff Subcommittee on Accounts in
compliance with the Resolution passed on March 3, 19388 entiled "Resolution Regarding Cost
Allocation for the Energy industry® which directed the Staff Subcommittee on Accounts togsether
with the Staff Subcommittees on Strategic Issues and Gas to prepare for NARUC's consideration,
*Guidelines for Energy Cost Allocations.” In addition; input was requested from other industry
pariies. Various levels of input were obtained in the development of the Guidelines from the
Edison Electric Institute, Amaerican Gas Association, Securities and Exchange Commission, the
Federal Energy Regulatery Commission, Rural Utilities Service and the National Rural Electric
Cooperativas Assoclation as well as staff of various state public utility commissions.

In some instances, non-structural safeguards as contained in these guidalines may not be
sufficient to prevent market power problems In strategic markets such as the generation markat.
Problems arise when a firm has the ability to raise prices above market for & sustained period
and/or impede output of a product or service. Such concerns have led some states to develop
codes of conduct to govemn relationships between the regulated utility and its non-regulated
affiiates. Consideration should be givan to any "unique” advantages an incurmbent utility would
have over competitors in an emerging market such as the retail energy market. A code of conduct
should be used in conjunction with guidelines on cost allocations and affiliate transactions.

A. DEFINITIONS
1. Affiliates - companies that are related to each other due to common ownership or control,

2. Attestation Engagement - one in which a certified public accountant who is in the practice of
public accounting is contracted to issue a written communication that expresses a conclusion
about the reliability of a written assertion that is the responsibility of another party.

http://www naruc.org/Publications/Guidelines%20for%20Cost%%20Allocations%20and%20 Affiliate%6 20 Transactions. pdf
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3. Cost Allocation Manual {CAM) - an indexed compilation and documentation of a company's
cost allocation policies and related procedures.

4. Cost Allocations - the methods or ratios used to apportion costs. A cost allocator can be based
on the origin of costs, as In the case of cost drivers; cost-causative linkage of an indirect nature:
or one or more overall factors (also known as general allocators).

5. Commion Costs - costs associated with services or products that are of joint benefit between
regulated and non-regulated business units.

6. Cost Driver - a measurable event or quantity which influences the leve! of costs incurred and
which can be directly traced to the origin of the costs themselves.

7. Direct Costs - costs which can be specifically identified with a particutar service or product.
8. Fully Allocated costs - the sum of the direct costs plus an appropriate share of indirect costs.

9. Incremental pricing - pricing services or products on a basis of only the additional costs added
by their operations while one or more pre-exlsting services or products support the fixed costs.

10. Indirect Costs - costs that cannot be identified with a particular service or product. This
includes but not limited to overhead costs, administrative and general, and taxes.

11. Non-regulated - that which is not subject to regulation by regulatory authorities.

12. Pravailing Market Pricing - a generally accepted market value that can be substantiated by
clearly comparable transactions, auction or appraisal.

13. Regulated - that which is subject to regulation by regulatory authorities.

14. Subsidization - the recovery of costs from one class of customers or business unit that are
attributable to another.

B. COST ALLOCATION PRINCIPLES

The following allocation principies should ba used whenever products or services are
provided betwaen a regulated utility and its non-regulated affiliate or division.

1. To the maximum extent practicable, in consideration of administrative costs, costs should be
coliected and classified on a direct basis for each assst, service or product provided.

2. The genaral method for charging indirect costs should be on a fully aliocated cost basis. Under
appropriate clrcumstances, regulatory authorities may consider incremental cost, prevailing
market pricing or cther methods for allocating costs and pricing transactions among affiliates.

3. To the extent possible, all direct and allocated costs between regulated and non-regulated
services and products shoukd be traceable on the books of the applicable regulated utility to the
applicable Uniform System of Accounts. Documentation should be made available to the
appropriate regulatory authority upon request regarding transactions between the regulated utility
and its affiliates.

4. The allocation methods should apply to the regulated entity's affiliates in order to prevent

http://www.naruc.org/Publications/Guidelines%20for%20Cost%20Allocations%20and%20A ffiliate%20Transactions.pdf
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subsidization from, and ensure equitable cost sharing among the regulated entity and its afflllates,
and vice versa,

5. All costs should be classified to services or products which, by their very nature, are either
reguiated, non-regulated, or common to both.

6. The primary cost driver of common costs, or a relevant proxy in the absance of a primary cost
driver, should be identified and used to allocate the cost between regulated and non-regulated
sefvices or products.

7. The indirect costs of each business unit, including the allocaled costs of shared services,
should be spread to the services or products to which they relate using relevant cost allocators.

C. COST ALLOCATION MANUAL (NOT TARIFFED}

Each entity that provides both regulated and non-regulated services or products should
maintain a cost allocation manual (CAM) or its equivalent and notify the jurisdictional regulatory
authorities of the CAM's existence. The determination of what, if any, information should be held
confidential should be based on the statutes and rules of the regutatory agency that requires the
information. Any entity required to provide notification of a CAM(s) should make arangements as
hecessary and appropriate to ansure competitively sensitive information derived therefrom be
kept confidential by the regulator, At a minimum, the CAM should contain the following:

1. An organization chart of the holding company, depicting al! affifiates, and regulated entities.

2. A description of all assets, services and products provided to and from the regulated entity and
each of its affiliates.

3. A description of all assets, services and products provided by the regulated entity to non-
affillates.

4, A description of the cost allocators and methods used by the regulated entity and the cost
allocators and methods used by its affiliates related to the regulated services and products
provided to the regutated entity.

D. AFFILIATE TRANSACTIONS (NOT TARIFFED)

The affiliate transactions pricing guidelines are based on two assumptions. First, affiliate
transactions raise the concern of self-dealing where market forces do not necessarily drive prices.
Second, utiliies have a natural business incentive to shift costs from non-regulated competitive
operations to regulated monopoly operations since recovery is more certain with captive
ratepayers. Too much flexibility will lead to subsidization. However, if the affiliate transaction
pricing guidelines are too rigid, economic transactions may be discouraged.

The objective of the affiliate transactions’ guidelines is to lessen the possibility of
subsidization in order to protect monopoly ratepayers and to help establish and preserve
compaetition in the electric generation and the electric and gas supply markets. It provides ample
flexibility to accommodate exceptions where the outcome is in the best interest of the utility, its
ratepayers and competition. As with any transactions, the burden of proof for any exception from

http://www.naruc.org/Publications/Guidelines%20for%20Cost%20Allocations%20and %20 A ffiliate%620 Transactions. pdf
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the general rule rests with the proponent of the exception.

1. Generally, the price for services, products and the use of assets provided by a regulated entity
to its non-regulated affiliates should be at the higher of fully allocated costs or prevailing market
prices. Under appropriate circumstances, prices could be based on incremsntal cost, or other
pricing mechanisms as determined by the regulator.

2. Generally, the price for services, products and the use of assets provided by a non-regulated
affiliate to a regulated affiliate should be at the lower of fully aliocated cost or prevailing market
prices. Under appropriate circumstances, prices could be based on incremental cost, or other
pricing mechanisms as determined by the regulator.

3, Generally, transfer of a capital asset from the utility to its 