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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition for rate increase by ) Docket No: 080677-E1 
1 Florida Power & Light Company 

In re: 2009 depreciation and dismantlement ) 
study by Florida Power & Light Company ) 

Docket No. 090130-E1 

1 Filed: April 1,2010 

FLORIDA POWER & LIGHT COMPANY’S 
MOTION FOR RECONSIDERATION AND CLARIFICATION 

OF ORDER NO. PSC-10-0153-FOF-E1 

Florida Power & Light Company (“FPL,”), pursuant to Rule 25-22.060, Florida 

Administrative Code, hereby moves for reconsideration of the following issues that were part of 

the Commission’s determination of FPL’s 2010 test year revenue requirements in Order No. 

PSC-I0-0153-FOF-EI, issued on March 17,2010 (“Order 0153”): (1) impact of fuel cost over- 

recovery on test year working capital (Issue 46); (2) adjustment of test year late payment 

revenues to reflect impact of minimum late payment charge (Issue 89); (3) adjustment to test 

year salaries and employee benefits (Issue 103); and (4) adjustment of test year charges from 

FiberNet to FPL (Issue 109). FPL is seeking reconsideration with respect to specific 

computational errors that the Commission made in implementing its decision on the foregoing 

issues (collectively, the “Reconsideration Errors”), putting aside the Commission’s stated 

rationale for its decision on each of the above issues. 

In addition, FPL hereby seeks clarification regarding an apparent inconsistency in Order 

0153 as it relates to the computation of the test year depreciation expense used in setting FPL’s 

base rates. 

FPL hereby respectfully requests that the Commission correct the Reconsideration Errors 

and clarify the depreciation expense inconsistency, as more fully discussed herein below. To the 

extent that addressing the Reconsideration Errors and clarifying the depreciation expense 



inconsistency should result in either an increase or decrease in FPL’s approved test year revenue 

requirements, FPL requests that the Commission make a commensurate adjustment to the annual 

amortization of the theoretical depreciation reserve surplus approved in Order 0153, such that 

there is no change to the base rates approved for implementation effective March 1, 2010 and 

which are currently in effect. Approval of this approach will ensure that FPL’s reconsideration 

and clarification requests are addressed with no change in rates charged to customers and no 

change in revenues to FPL, and will have the effect of avoiding further deterioration in FPL’s 

cash flow and earnings relative to what the Commission approved in Order 0153. 

In support of this Petition, FPL states as follows: 

INTRODUCTION AND BACKGROUND 

I .  On March 18, 2009, pursuant to the provisions of Chapter 366, Florida Statutes, 

and Rules 25-6.0425 and 25-6.043, F.A.C., FPL filed a petition for, infer alia, an increase in 

rates to be effective on the first cycle day of January 2010 based on a 2010 test year. The 

Commission held fifteen days of technical hearings concerning FPL’s request, ultimately 

concluding on October 23,2009. 

2. On December 23, 2009, the Commission Staff issued its recommendation on 

FPL’s request. Staff recommended numerous adjustments that reduced FPL‘s 2010 rate increase 

request from $959 million to $357 million. The Commission then considered Staff’s 

recommendation at a special agenda conference held on January 13, 2010, made additional 

adjustments to that recommendation, and ultimately granted FPL a 2010 base rate increase of 

approximately $75.5 million. 

3. This Petition does not seek reconsideration of the rationale or overall result of the 

Commission’s decision, with which FPL substantially disagrees. Rather, FPL has confined its 
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Petition to the four Reconsideration Errors where - even taking the Commission’s rationale BS a 

given - the decision nonetheless omits or overlooks key information andor reflects 

computational errors. FPL describes the nature and magnitude of the Reconsideration Errors 

below, and attaches to this motion supporting worksheets to facilitate review and quantification 

of each such issue. In addition, FPL describes and seeks clarification of an apparent 

inconsistency in the computation of depreciation expense set forth in Order 01 53. 

4. FPL requests that the Commission correct the Reconsideration Errors and clarify 

the apparent inconsistencies in the computation of depreciation expense. Should the 

Commission resolve FPL’s requests for reconsideration and clarification in a manner that results 

in either increasing or reducing the amount of test year revenue requirements approved in Order 

No. 0153, FPL requests that the Commission make a commensurate adjustment to the annual 

amortization of depreciation reserve surplus approved in Issue 19F, such that there would be no 

rate increase or decrease relative to the $75.5 million increase that took effect March 1,2010. 

5.  Approval of the approach described in Paragraph 4 will ensure that FPL’s 

reconsideration and clarification requests are addressed with no change in rakes charged to 

customers and no change in revenues to FPL, thus preserving the rates that were approved by the 

Commission on January 29, 2010, communicated to customers by both the Commission and 

FPL, and implemented as approved on March 1, 2010. The March 1 rates result in FPL’s 

customers presently paying the lowest overall electric bills in the state. Preserving the March 1 

rates also will have the effect of avoiding the potential for further deterioration in FPL’s cash 

flow and earnings.’ Cash flow considerations are of particular concern given the March 11,2010 

’ Were the Commission not to correct the Reconsideration Errors, FPL would suffer a reduction 
in earnings of approximately 30 basis points below what the Commission approved in Order 
0153. 
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downgrade of FPL’s credit rating by Standard & Poor’s Rating Service (“S&P”) and the 

possibility of more downgrades from other credit rating agencies to follow, potentially affecting 

FPL’s cost of borrowing? 

ARGUMENT 

I. The Standard for Reconsideration. 

6. The Commission has recited the following standard for review of its orders on 

reconsideration: 

The standard of review for a motion for reconsideration is whether the 
motion identifies a point of fact or law which was overlooked or which the 
Commission failed to consider in rendering its Order. See Stewart Bonded 
Warehouse, Inc. v. Bevis. 294 So2d 315 (Fla. 1974): Diamond Cab Co. v. 
Kina. 146 So.2d 889 (Fla 1962); and Pinmee v. Ouaintance, 394 So.2d 
161 (Fla. 1st DCA 1981). In a motion for reconsideration, it is not 
appropriate to reargue matters that have already been considered. 
Shenvood v. State, 11 1 So.2d 96 @la. 3rd DCA 19591; citing State ex. rel. 
Javtex Realty Co. v. Green. 105 So.2d 817 (Fla. 1st DCA 1958). 

In re: Petition for rate increase by Tampa Electric Company, Docket No. 080317, Order No. 

PSC-09-0571-FOF-E1, August 21,2009, at 8. As will be shown below, FPL respectfully submits 

that the Commission overlooked or failed to consider important facts that led it to calculate 

inaccurate adjustments to FPL’s 2010 revenue requirements. Attached hereto are Appendices I 

to IV, which show the calculations of the revenue requirements adjustments that the Commission 

should make for each of the Reconsideration Errors. Those errors, if left uncorrected, would 

effectively reduce the return on equity (“ROE”) that FPL would have the opportunity to earn on 

‘ See FPL Group Inc. Downgraded to “A- ” From “A”,  off Credit Watch; Outlook Stable, 
Standard & Poor’s Research Update, dated March 11, 2010; Moody‘s Places FPL Group and 
Subsidiaries on Review for Downgrade, Moody’s Investors Service Global Credit Research, 
dated January 19, 2010; Fitch Places Florida Power & light and FPL Group on Watch Negative, 
Fitch Ratings notice dated January 12, 2010. These reports are attached hereto as Exhibits 1, 2 
and 3, respectively. 
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2010 test year results by 30 basis points below the 10% mid-point approved in Order 0153. 

Thus, the Reconsideration Errors represent a substantial, unintended and unjustified penalty to 

FPL which warrants prompt correction. 

11. Reconsideration Errors 

A. In Determining Test Year Working Capital, the Commission Failed to Take 
Into Account Its Recent Decision Directing FPL to Make a OneTime Refund of 
Fuel Cost Over-Recovery in 2010 (Issue 46). 

7. In Issue 46, the Commission determined whether to remove both projected over- 

recoveries and under-recoveries in the fuel, capacity, environmental and conservation clauses for 

the purpose of calculating the working capital component of test year rate base. FPL believes 

that both over-recoveries and under-recoveries should be removed from that calculation, because 

they both either pay or earn a return through the applicable clauses. The Commission disagreed 

and excluded the effect of under-recoveries fiom the calculation while including the effect of 

over-recoveries. Accordingly, it included a net over-recovery of $101,971,000 in the working 

capital calculation, which has the effect of reducing FPL’s test year working capital and hence 

rate base for ratemaking purposes by that amount. 

8. While FPL disagrees with the Commission’s asymmetrical decision to include 

only over-recoveries in the working capital calculation, that is not what FPL seeks to have the 

Commission reconsider through this motion, Rather, FPL seeks reconsideration of the amount of 

the over-recovery included in working capital. Specifically, the computation of the over- 

recovery overlooks and is inconsistent with a recent Commission decision in the 2009 fuel 

adjustment proceeding (Docket No. 090001-EI), thereby overstating the impact on test year 

working capital of the projected 2010 fuel cost over-recovery. In its base rate filing, FPL 

assumed the established practice for fuel clause true-ups of over-recoveries and under- 
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recoveries: the projected over-recovery from 2009 would be reflected in the 2010 fuel clause 

factor and hence the refund would occur ratably throughout calendar year 201 0. This practice 

resulted in FPL forecasting an average balance due customers over the course of the test year 

totaling $94.5 million, which reduces working capital requirements by that amount. 

9. As it turned out, however, the Commission did not approve FPL‘s proposal to 

recover the fuel cost over-recovery balance that accrued at the beginning of 2010 by reflecting it 

in the 2010 fuel factor and refunding it ratably over the calendar year. Rather, in Order No. 

PSC-09-0795-FOF-E1, Docket No. 090001-EI, dated December 2, 2009, at 20 (“Order 0795”), 

the Commission directed FPL to refund the full amount of its 2009 net true-up over-recovery as a 

one-time credit in January 2010. The Commission’s direction was an unanticipated action, 

relative to prior fuel adjustment practice and, therefore, inconsistent with FPL’s test year 

projections which were used as the starting point for the Commission’s decision on this issue in 

the rate case. 

10. As shown on Appendix I, if one treats the he1 cost over-recovery that FPL had 

forecast in the MFRs for 2010 as refunded in January 2010 (which is what occurred pursuant to 

Order 0975)instead of ratably over the calendar year, the average fuel cost over-recovery 

balance is reduced from $94.5 million to $66.3 million, which has the effect of increasing FPL’s 

test year working capital requirements by $28.1 million and FPL’s 2010 revenue requirements by 

$2.7 million. In deciding Issue 46 on January 13,2010, the Commission overlooked and did not 

incorporate the direct and material impact that Order 0795 had on the calculation of test year 

working capital. Order 0795 imposes a known and imminent post-hearing adjustment that is 

appropriate for inclusion in establishing rates. See, e.g., GulfPower Co. v. Bevis 289 So.2d 401, 

405 (Fla. 1974) (“The recognized rule then is that the test year must be adjusted for known and 
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imminent changes in order to be representative of the conditions which will prevail in the 

immediate future when the rates will become effective.”) Accordingly, FPL respectfully 

requests that the Commission reconsider its decision on the test year working capital and 

increase FPL’s revenue requirements by $2.7 million as shown in Appendix I. 

B. When It Disapproved FPL’s Proposed Minimum Late Payment Charge, the 
Commission Failed to Remove the Adjustment to Test Year Revenues That It Had 
Approved to Reflect the Effect of the Minimum Charge (Issue 89). 

11. As explained below, the Commission overstated FPL’s late payment charge 

(“LPC”) revenues in the test year, because the Commission failed to synchronize its decisions on 

Issue 89 (projected LPC revenues) and Issue 145 (approval of proposed $10 minimum LPC). 

12. FPL’s existing LPC is 1.5% of the overdue balance. FPL proposed to add a $10 

minimum to the LPC, such that all late payments would be subject to a late payment charge of at 

least that amount. FPL included in its test year revenue forecast additional revenues related to 

the projected effect of the $10 minimum. However, the Office of Public Counsel r0PC’’) 

disputed FPL’s projection of the revenue impact of the $10 minimum LPC, claiming that the 

revenue impact would be $25,024,251 higher than FPL’s projection. This incremental alleged 

revenue impact was only applicable and was only to be considered in the event that the $10 

minimum was approved. In rebuttal testimony, FPL disagreed with OPC’s calculation, but also 

identified two adjustments of its own to the projected LPC revenues: 

(a) a $7,386,000 decrease to LPC revenues under the current LPC, to be consistent 

with the test year revenue forecast; and 

a $751,895 increase to projected revenues to apply FPL‘s projected bad debt 

percentage only to incremental LPC revenues resulting from the proposed $10 

@) 
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minimum (FPL had originally double counted the bad debt reduction applicable to 

LPC revenues under the existing charge). 

FPL’s adjustments are shown on Exhibit 358, as Items 10 and 6A, respectively. FPL’s rebuttal 

testimony also made it clear that, if the Commission did not agree with FPL’s position on the 

projected revenue impact of the proposed $10 minimum LPC, then FPL would withdraw the 

proposal and ask the Commission to authorize FPL to continue the existing LPC without the 

minimum. 

13. The Commission adopted both OPC’s and FPL‘s proposed LPC revenue 

adjustments. It concluded that those adjustments netted to a total adjustment of $18,390,146, 

which appears in Schedule 3 of the Staff recommendation and was approved as an upward 

adjustment to the FPL’s projected test year revenues (and thus a commensurate reduction in the 

calculation of FPL’s revenue requirements). 

14. Two corrections are necessary to properly reflect projected LPC revenues in view 

of the Commission’s decision in Order 0153: 

(a) First, the Commission’s $18,390,146 adjustment should be reversed, because it is 

demonstrably inapplicable. The adjustment would apply only if the Commission 

had approved FPL’s proposed $10 minimum for the LPC. However, in Issue 145 

the Commission acceded to FPL’s withdrawal request and rejected the proposed 

$10 minimum. Thus, there is no legitimate rationale for making an adjustment to 

LPC revenues to reflect what would have happened if the $10 minimum had been 

approved, when in fact that minimum was rejected. 
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(b) Second, FPL’s adjustment to decrease LPC revenues by $7,386,000 still needs to 

be made because it applies to the current LPC, without the $1 0 minimum, which 

is what Order 0153 authorized FPL to continue charging. 

The cumulative effect of these two errors is that the Commission overstated FPL’s 

test year revenues by $25,776,146. The details of this calculation are shown on Appendix 11. 

FPL respectfully requests that the Commission reconsider its decision on the projected LPC 

revenues test year working capital and increase FPL’s test year revenue requirements by $25.8 

million as shown in Appendix 11. 

15. 

C. The Commission Erroneously Included Amounts in its Removal of 
Jurisdictional Incentive Compensation That Had Been Allocated to Affiliates (Issue 
103). 

16. In Issue 103, the Commission decided to remove for ratemaking purposes 

approximately $49.5 million from FPL’s 2010 test year Salaries and Employee Benefits expense. 

FPL disagrees with the Commission’s rationale for making this adjustment, Even if one accepts 

that rationale, however, the calculation of the expense adjustment is overstated by $12.7 million 

because the Commission failed to take into account that a portion of the incentive compensation 

that was removed from the test year had already been allocated by FPL to affiliates and hence 

was not included in the calculation of test year revenue requirements in the first place. 

17. Of the $49.5 million of FPL’s 2010 test year Salaries and Employee Benefits 

expense removed by the Commission, $42.8 million related to executive incentive compensation 

(see Appendix 110. Of that $42.8 million, approximately $12.7 million was allocated to affiliates 

in FPL’s 2010 test year. The Commission’s removal of the full $49.5 million therefore removed 

$12.7 million too much expense. In other words, the Commission removed approximately $12.7 

million of executive incentive compensation expense from FPL’s test year revenue requirements 
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that had already been removed through allocation to affiliates. FPL respectfidly requests that the 

Commission reconsider its decision on executive incentive compensation expense and increase 

FPL‘s test year revenue requirements by $12.8 million as shown in Appendix 111. 

D. 
FiberNet Telecommunication Charges to FPL (Issue 109). 

18. 

The Commission Erroneously Calculated the Return on Investment For 

In determining the charges that FPL would be permitted to include in the test year 

for the lease of telecommunication equipment from its affiliate FiberNet, the Commission 

adopted OPC’s position that the lease charges should be recalculated to reflect, not FiberNet’s 

actual charges to FPL, but rather OPC’s view of what FPL’s return on investment (“ROI”) would 

be if FPL owned the equipment. Without regard to whether the rationale for the Commission’s 

decision was appropriate, the ROI that OPC calculated and that the Commission adopted is 

erroneous, simply as a matter of arithmetic. 

19. OPC’s adjustment reduced O&M expenses by $1,182,224 for the 2010 test year. 

This adjustment is based upon a ROI of 7.41%, as indicated in Exhibit 202, which was included 

in the testimony of OPC Witness Ms. Dismukes. In turn, the ROI is calculated in Exhibit 208, 

which was included in the testimony of OPC witness Mr. Woolridge. It is clear from Exhibit 

208 that the 7.41% rate is expressed on an after-tux, not a pre-tax, basis because it does not 

include an equity gross-up for taxes. OPC witness Dismukes admitted that the ROI to be applied 

to the FiberNet equipment lease should be based upon a “pre-tax overall cost of capital.” Tr. 

21 12-13; Ex. 202. In order to achieve a return of 7.41%, an additional amount representing the 

taxes on the equity portion of the return would need to be included. Otherwise, FPL would not 

recover even OPC’s substituted ROI for the FiberNet equipment lease. 
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20. FPL respectfully requests that the Commission reconsider its decision on the 

FiberNet equipment lease charges to FPL and recalculate the ROI applicable to the lease so that 

it is stated on a pre-tax basis. As shown in Appendix IV, that recalculation yields a pre-tax ROI 

of 10.65%. This higher ROI would result in an increase in the allowed lease payment of 

approximately $585,000 and a corresponding $0.6 million increase in FPL’s 2010 test year 

revenue requirements. 

111. Clarification Request 

21. In Schedule 3 to Order 0153, the Commission shows FPL’s approved test year 

Depreciation and Amortization Expense to be approximately $753 million. However, applying 

the depreciation and dismantlement rates approved by the Commission in Order 0153, FPL 

estimates that test year Depreciation and Amortization Expense would be approximately $624 

million. FPL respectfully requests the Commission to re-evaluate the application of its 

depreciation and dismantlement adjustments and to clarify the appropriate amount of 

Depreciation and Amortization Expense for the test year. 

IV. W f  

22. FPL hereby respectfully requests that the Commission: (1) correct the 

Reconsideration Errors, the revenue requirement calculation adjustments for which are shown in 

Appendices I to IV, and (2) clarify the appropriate amount of test year Depreciation and 

Amortization Expense. 

23. Should the Commission’s correction of the Reconsideration Errors and resolution 

of FPL’s clarification request result in a net reduction of FPL‘s test year revenue requirements, 

FPL requests that the Commission reduce the annual amortization of depreciation reserve surplus 
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approved in Issue 19F to the extent needed to offset the reduction in test year revenue 

requirements, such that the base rates that became effective on March 1, 2010 would remain 

unchanged. On the other hand, should the Commission’s correction of the Reconsideration 

Errors and resolution of FPL’s clarification request result in a net increase in FPL’s test year 

revenue requirements, FPL requests that the Commission increase the annual amortization of 

depreciation reserve surplus approved in Issue 19F to the extent needed to offset the increase in 

test year revenue requirements, again with the intended end result that the March 1, 2010 base 

rates would remain unchanged. 

24. Adjusting the amortization of the depreciation reserve surplus as described in 

Paragraph 23 will enable the Commission to correct the Reconsideration Errors and clarify its 

decision with respect to the computation of test year depreciation expense with no change fo 

FPL’s base rates currently in effect and no change in revenues collected from customers. 

Approval of FPL’s request will not result in any change to what FPL customers pay for electric 

service or FPL’s revenues from same. Furthermore, maintaining the base rates currently in effect 

will minimize customer confusion and administrative expense that would result if another rate 

adjustment were ordered. 

25. It is important to emphasize that, putting aside the question of whether 10% is an 

adequate ROE, FPL would suffer a reduction in earnings of approximately 30 basis points below 

the 10% mid-point that the Commission approved in Order 0153, unless the Reconsideration 

Errors are corrected. Further, FPL’s approach regarding clarification of the depreciation issues is 

appropriate to avoid a deterioration of cash flow. This is particularly important, given S&P’s 

recent downgrade of FPL‘s credit rating and the possibility of more downgrades from other 

credit rating agencies to follow. 
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POSITIONS OF OTHER PARTIES 

26. In accordance with Rule 28-106.204(3), Florida Administrative Code, FPL 

attempted to contact OPC and counsel for each of the interveners in this docket to determine 

whether they object to this Motion. FPL is authorized lo represent that OPC, FIPUG, FRF, 

SHFFA, the City of South Daytona, FEA and SCU-4 take no position on the Motion until they 

have had an opportunity to review it, and reserve their right to file a response. FPL is authorized 

to represent that AIF has no objection to the Motion. As of the time of filing the Motion, FPL 

has not received a response for the Attorney General, AFFIRM, or Mr. Ungar. 

WHEREFORE, for the foregoing reasons, FPL respectfully requests the Commission to 

reconsider and clarify Order No. PSC-l0-0153-FOF-EI, to correct the errors in said order as set 

forth above and clarify the Commission’s intent with respect to FPL’s test year depreciation 

expense as described herein. As needed, FPL requests that the Commission adjust the annual 

amortization of depreciation reserve surplus approved in Issue 19F such that there will be no 

change to the base rates that took effect March 1,2010. 

Respectfidly submitted, 

R. Wade Litchfield, Vice President of Regulatory 
Affairs and Chief Regulatory Counsel 
John T. Butler, Managing Attorney 
Attorneys for Florida Power & Light Company 
700 Universe Boulevard 
Juno Beach, Florida 33408-0420 
Telephone: (561) 304-5639 
Facsimile: (561) 691-7135 

By: / ./John T. Butler 
John T. Butler 
Florida Bar No. 283479 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished 
electronically and US. Mail this 1’‘ day of April, 2010, to the following: 

Lisa Bennett, Esquire 
Anna Williams, Esquire 
Martha Brown, Esquire 
Jean Hartman, Esquire 
Offce ofthe General Counsel 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee. FL 32399-1400 

Robert A. Sugarman, Esquire 
D. Marcus Braswell, Jr., Esquire 
c/o Sugarman & Susskind, P.A. 
100 Miracle Mile, Suite 300 
Coral Gables, FL 33 134 
Attorneys for I.B.E.W. System Council U-4 
suearmanliisucannansusskind.com 
mbraswell@suearmansusskind.com 

J.R. Kelly, Esquire 
Joseph A. McGlothlin, Esquire 
Office of Public Counsel 
c/o The Florida Legislature 
I 1  1 West Madison Street, Room 812 
Tallahassee, FL 32399-1400 
Attorneys for the Citizens of the State 
of Florida 
Kellv. irlii1ea.state.fl.us 
mcelothlin.ioseoh~lee.stlte.fl.us 

Kenneth L. Wiseman, Esquire 
Mark F. Sundback, Esquire 
Jennifer L. Spina, Esquire 
Lisa M. Purdy, Esquire 
Lino Mendiola, Esquire 
Meghan Griffiths, Esquire 
Andrews Kurth LLP 
13501 Street,NW, Suite 1100 
Washington, DC 20005 
Altorneys for South Florida Hospital and Healthcare 
Association (“SFHHA”) 
kwiseman63andrewskunh.com 
msundback@andrewskurth.com 
jlpina@andrewskurth.com 
lisapurdv@andrewskurth.com 
1inomendiol~andrewskurth.com 
meehannrifiiths@andrewskurth.com 

John W. McWhirter, Jr., Esquire 
c/o McWhirter Law Firm 
P.O. Box 3350 
Tampa, FL 33601 
Anorneys for The Florida Industrial Power Users 
Group (FIPUG) 
jmcwhirte@mac-law.com 

Robert Scheffel Wright, Esquire 
John T. LaVia, 111, Esquire 
Young van Assenderp, P.A. 
225 South Adam Street, Suite 200 
Tallahassee, Florida 32301 
Attorneys for the Florida Retail Federation 
swrieht@,vvlaw.net 
jlavia@wlaw.net 

Jon C. Moyle, Jr., Esquire 
Vicki Gordon Kaufman, Esquire 
Keefe Anchors Gordon & Moyle, PA 
118 North Gadsden Street 
Tallahassee, FL 32301 
Attorneys for The Florida Industrial Power Users Group 
(FIPUG) 
jmovle@kamlaw.com 
vkaufman@kaemlaw.coil! 

Brian P. Armstrong, Esquire 
Nabors, Giblin & Nickerson, P.A. 
1.500 Mahan Drive, Suite 200 
Tallahassee, FL 32308 
Anorneys for the City of South Daytona, Florida 
barmstr one(i3mnlaw.com 
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Stephen Stewart 
P.O. Box 12878 
Tallahassee, FL 32317 
Qualified Representative for Richard Ungar 
tios@bscrevorts.com 

Stephanie Alexander, Esquire 
Tripp Scott, P.A. 
200 West College Avenue, Suite 216 
Tallahassee, FL 32301 
Attorneys for Association For Fairness In Rate 
Making (AFFIRM) 
sda@tritriDvscott.com 

Shayla L. McNeill, Capt, USAF 
Utility Litigation &Negotiation Team 
Staff Anorney 
AFLONJACL-ULT 
AFCESA 
139 Barnes Drive, Suite I 
Tyndall AFB, FL 32403-5317 
Attorneys for the Federal Executive Agencies 
shavla.mcneiil~..Nndall.af.mil 

Mary F. Smallwood, Esq. 
Ruden, McClosky, Smith, Schuster & Russell, P.A. 
2 15 South Monroe Street, Suite 8 15 
Tallahassee, FL 32301 
Attorney for Associated Industries of Florida 
Marv.Smallwood@Ruden.com 

Cecilia Bradley 
Senior Assistant Attorney General 
Office of the Attorney General 
The Capitol - PLOl 
Tallahassee, FL 32399-1050 
Cecil ia.bradlev@mvfloridaiegal.com 

Tamela hey Perdue, Esquire 
Associated Industries of Florida 
5 16 North Adams Street 
Tallahassee, FL 32301 
toerdue@aif.com 

Barry Richard, Esq. 
Greenberg Traurig, P.A. 
101 East College Avenue 
Tallahassee, FL 32301 
Attorneys for Florida Power & Light Company and FPL 
Employee Intervenors 
richardb@ctlaw.com 

By: /s/John T. Butler 
John T. Butler 
Florida Bar No. 283479 
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FLORlDAPUBUC SERVICECOMMISSION E x P w m o N :  TYPE OF DATA SHOWN: 

COMPANY: n W D A  POWER B UGKT COMPANY 
PROVIDE A DEVELOPMENT OF JURlSDlCTIONAL 
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PROJ. SUBSEQUENTYR ENDED 

DocI(ET NO. 080Bn-EI WITNESS: Kim Oucdshl, JOsephA Ender, 
($OW) ($000) Robert E. Bane& Jr. 

(2) (3) (4) 
TOTAL FPSC J U R l S D l CTl 0 NAL 

(1) 
LINE 
NO. DESCRlPTION COMPANY JURISDICTIONAL FACTOR 
i 
2 
3 OTHERREGASSETS-DERIVATIVES 
4 OTHERREGASSETS-QLADESPOWERPARK 
5 OTHERREGASSETS-AROASSETS 
6 OTHER REG ASSETS ~ STGW4 SECURITIZATION -BONDS 
7 OTHER REG ASSETS - STORM SECURITIZATION ~ DEF TAX 
8 OTHER REG ASSETS STORM SECUR- (NERNNDER -TAX 
9 OTHERREGASSFlSSTORMSECUR. OWWUNDER-BONDS 
10 OTHER REO ASSETS - UNDERRECOVERED CONSERVATION COSTS 
11 OTHERREGASSETS-UNDERRECOVERED FUELCOSTS-FPSC 
12 OTHER REG ASSETS - UNDERRECOMRED CAP COSTS 

14 OTHER REG ASSETS - UNDERRECOMRED FUEL COST - FERC 
15 OTHER REG ASSOS - SPECIAL DEFERRED FUEL 
16 OTHER REG ASSETS - OKEELANTA S N M E N T  
17 OTHERREG ASSETS-DBTOEFERREDSECU~ 

19 CLEARING ACCOUNTS - OTHER 
20 T E M P O M Y  FACILITIES 
21 MlSC DEFD DE6 - OTHER 
22 MISC DEFD DEB - FIN 48 - INTEREST REC 
23 MlSC DEFD DE6. GROSS RECEIPTS TAX 
24 MlSC DEFO OEQ - STORM MAINTENANCE 

OTrlER REG ASSETS - NUCLEAR ON CARRYlNG COSTS 

13 omm REG ASSETS - UNDERRECOVERED ECRC COSTS 

16 PRELIM SUM h m w n w  CHARGES a RIGHT OF WAV 

25 MISC Ern DEB - STORM MA!NT - OF= 
28 MISCMFD DEB - DEFERRED PENSION DEBIT 
27 MISCIXFOOEB-SJRPP 
28 DEFERRED LOSSES FROM MSWSmON OF VnUrY PLT 
29 RESEARCH, DEVELOPMENT B DEKCNSTRAllON WENDINRES 
x )  WORKING CAPITAL ASSETS 
31 
32 WORKING CAPITAL UABWTIES 

0 
526.631 

0 
0 

531.855 
332.507 

0 
0 

14,195 
1,285 

39,702 
2,983 
(3,060) 

0 
0 

129.158 
18.817 

0 
0 

30,131 
0 

1.535.823 
(1.535.8233 
1,047,755 

33.733 
7 

. o  
4,608,157 

0 o.omo0 
514978 0.981672 

0 o.oww0 
0 o.wow0 

631,855 1.wowo 
332.507 1.w0m 

0 o.wow0 
0 o.ow000 

1.owooo 
l.OWw0 

39.702 . 1.ooww 
1.owooo 

0 o.omo0 
0 o.oww0 
0 o.oww0 

0.987976 
128.154 0.092237 
18,671 0.992237 

0 o.mo00 
0 0.m0w 

29.897 0.992297 
0 0.wWW 

1.522.169 0.991110 
(1,522169) 0.981110 

I:gC 
2.983 

1.039.105 0.981745 
33,070 0.980363 

7 0.992238 
0 0.WoMo 

4,573.675 0.982517 

33 
34 NOTE: TOTALS MAY NOT ADD DUE TO ROUNDING. 

SUPPORTING SCHEDULES: 6-5, BIB. B17.&15,B9,87 RECAP SCHEDULES: &I, E-3A. 6-3 



PAGE 12OF '12 SCHEDULE E -6 JURISDICTIONAL SEPARATION FACTORS -RATE BASE 

WITNESS: KimOusdahl, Joseph A. Ender, 
($000) ( 5 W  Robert E Barretl, Jr. 

TOTAL FPSC JURISDICTfONAL 

DOCKET NO. OBM77II 

0) (3) (4) (1 1 
UNE No. DESCRIPTION COMPANY JURISDICTIONAL FACTOR 
1 

3 OTHER REG L W  - DEFRD GAIN LWD SALES -PIS d ,758) (1.745) 0.992237 

0 0.owow 
0 0.0ooow 

2 OTHER REG UAB- DEFERRED PENSION CREDIT 0 0 awwo 

4 OTHER REG UAB - INTEREST INCOME - FIN 48 (30.131) (29.897) 0.992237 
5 QMERREGWB-DERNAllVES 0 
6 OTHER REG WB - NUCLEAR COST RECOVERY 0 
7 O V E R  REG LIAQ- NUCLEAR AAKxlT ( 4 2 . W  (42,602) 1.owow 
8 OTHER REG UAB - U W O C  PROD RESERVE 0 0 0.owOw 

(4) 
(95.748) ' 

9 OTHER REG WB - OMRRECOVERED ECCR REVENUES 
I O  OlHER REG UAB- OVERRECOMRED FUEL REVNUS FPSC 

0.omw 
(9W 
2,126 0 

12 OTHER REG W- OMRRECOMRED ENVIRONMENTL RRMUS 

(2,072) (2,029) 0.979260 
13 OTHERREQWB-OVERRECOMREDNELREVNUSFERC 
14 OTHER REG UAB- WINS ON SALE EMISSION WOW 
I5 DEFERRED GAINS FUTURE USE (4,072) (4.WoL 0.992237 
16 WORKING W I T A L  WBkmES (6,244,202) (6e.191.451) 0.991554 
17 
18 TOTAL WORKING M A L  (1,638.045) (1,617.7aq 0.988839 
I9 
20 TOTALRATEBASE 17,aM,556 17,7W,985 0.g88630 
21 
P 
n 
24 
25 
28 
27 
28 
29 
30 
31 
32 

1.owow 
1.owow 

11 OTHER REG UAB - OMRRECOMRED CAPAcrrr REVENUES (47.211) ( 8 6 ' 7 2 C  (47.211) 1.owow 
(Qw 1.oOoow 

~~ 

33 
34 NO= TOTALS MAY NOT ADD DUE TO ROUNDING. 

SUPPOKRNG SCHEDULES: M. B16.6-17.515.BB. 8-7 RECAP SCHEDULES: El, E% 83 
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In re: Fuel and purchased power cost recovery 
clause with generating petfonnance incentive 
factor. 

DOCKETNO. 090001-E1 
ORDER NO. PSC-09-0795-FOF-EI. 
ISSUED December 2,2009 
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APPENDIX I 
Source 2 

VII. OTHER MATTERS 
. . .  

For each utility, FPL, FPUC, Gulf,'PEF, &d TECO, we find tha-the new fuel &d 
capacity factors shall be effective beginning with the first billing cycle for January 2010 and 
thereafter through the last billing cycle for December 2010. The f M  billing cycle may start 
before January 1, 2010, and the last cycle may be read after December 31, 2010, so that each 
customer is billed for twelve months regardless of when the adjustment factor became effective. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that the findings set forth in the 
body of this Order are hereby approved. It is further 

ORDERED that Florida Power & Light Company, Progress Energy Florida, Inc., and 
Tampa Electric Company, are hereby authorized to apply the fuel cost recovery factors set forth 

ein during the period January 2010 through December 2010. It is fiather 

ORDERED that Florida Power & Light Company shall refund the 2009 under-recovery 
amount of $364,843,209 to its customers in January 2010. It is further 

ORDERED the estimated trueup amounts contained in the fuel cost recovery factors 
approved herein are hereby authorized subject to final true-up and linther subject to proof of the 
reasonableness and prudence of the expenditures upon which the amounts an based. It is further 

ORDERED that Florida Power & Light Company, Progress Energy Florida, Inc., Gulf 
Power Company, and Tampa Electric Company are hereby authorized to apply the capacity cost 
recovery factors as set forth herein during the period January 2010 through December 2010. It is 
further 

\ 
ORDERED that the estimated true-up amounts contained in the capacity cost recovery 

factors approved herein are hereby authorized subject to h a 1  true-up and fiuthex subject to proof 
of the reasonableness and prudence of the expenditures upon which the amounts are based. 

By ORDER of the Florida Public Service Commission this 2nd day of Deqmber. 2009. 

Id Ann Cole 
ANN COLE 

( S E A L )  

LCBlELS 

Commission Clerk 

This is an electmnic transmission. A copy of the original 
signaMe is available fkom the Commission's websine, 
www.flori~.wm, or by faxing a request to the Office of 
CommissionClerk at 1-850-413-7118. 
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Appendix II 

pmposed $1 0 
m i n i u m  charge 

h u e  8 9  Is an adjustment appropriate to FPL’s Late Payment Fee Revenue if the minimum hte 
Payment Cbarge is approved in Issue 145? 

Commission Ordered Adjustments in &sue 89: 
OPC Adiustment: In direct testimony of OPC witness Bmm, OPC disputed FPL’s projection of the 
revenue impact of the $10 minimub LPC (La., revenues at proposed rates which were ultimately not 
approved) and proposed an adjustment that the revenue impact should be $25,024,251 highs than FPL’s 
projection (TR 2437-2439) (1). This was based on OPC’s recommendation to elhimate FPL’s two 
percent adjustment to acoonnt for bad debt associated with the LPC revenue and eliminating F ” s  30 
percent behavior change modification adjustment and instead use an average of the 2007 and 2Do8 late 
payments as a percent of total bills (TR 2439) (1). The calculation of OPC’s $25,024,251 adjustment is 
show on Exhibit 229 (SLBII) (2). 

In the final order, the Commission approved OPC’s proposed adjustment to revenues atproposedrates to 
correct the LPC revenues at the proposed $10 minimum based on 2007 and 2008 actual expetience be 
accepted (Order No. PSGlO-OlS3-FOF-EJ, page 137) (3) and applied this adjustment to forecast 
revenues at current rates. This is an inappropriate application of OR’s  adjustment, smce the adjustment 
was based on FPL’s calculations for the proposed $10 minimum rate, and that rate was not approved. 
OPC did not dispute of pmpose any adjustments to FPL‘s forecast of late payment fee revenues at currenr 
rates, thus there was no basis m the record for making such an adjustment. This enoneow application of 
OPC’s adjustment is illustrated m the following table. 

$92.7 MM S25MM $117.7MM 
I 

Staff Recommendation I 
Commission Decision FPL and OPC Testimony and Exhibits 

1 I I I 
FPL Forecast OPC Proposed Foreoast SWProposed StaWProposei I Revenue I Adjustments I Revenue I Adjustments I Revenue 

t I I 

Revenue at the. 1 None - no parm 

I a5 MM $70 MM 

Staffapplied OPC’s proposed adjustment fa the 
proposed$lOcharge totherevermefnecastatthc 

merit 1.5% charge 

FF’L Adiustment I: In rebuttal testimony of FPL witness Santos. FPL recognized LF’C revenue was 
inadvertently reduced by expected bad debts on the full amount of LPC revenues rather than on the 
incremental change in the LPC revenue at the proposed $10 minimum (TR 6055) (4). FPL corrects this 
e m  in a proposed adjusiment in Item 10 of Exhibit 358 (5). increasing LF’C revenue by $751,895. 

FPL’s adjustment to correct the LPC forecast atproposedrates as proposed in Item 10 of exhibit 358 (5). 
was deem appropriate and approved in the Commissions fmd order (order No. PSC-10-0153-FOF-EI, 
Pa@ 137) (3). 

E L  Adiustment 2: In rebuttal testimony of FPL witness Santos, an ermr in the forecast of late payment 
charge (LPC) revenues at Cmmr rates was discussed. LPC revenues were overstated because they were 
based on an older version ofthe revenue forecast than what was used to develop the fioai projections (TR 



6059) (6). Item 6a of Exhibit 3.58 (5) shows FPL's proposed adjustments due to this over-statement of 
LPC revenue at current rate. Item 6a results in an adjustment to decrease late payment fee revenue by 
$7,386,000. 

As pert of the d y s i s  included in Staff's Recommendation for Issue 89, it was noted that FPL's 
correction to its original filing as presented inExhibit 358 (5) was not challenged and appears reasonable 
(StaffRecommendatioq page 308) (7). FF'L's adjustment to c o m t  the original LPC forecast a t c W  
rate as pioposed in Item 6A of exhibit 358 (9, was deem appropiiate and approved in the Commissions 
find order (OrderNo. PSC-10-01.53-FOF-EI, page 137) (3). 

The Commission adopted both OPC's and FPL's proposed LPC revenue adjustments. It concluded that 
those adjustments netted to a total adjustment of $1 8,390,146 whicb appears on Schedule 3 of the final 
order (OrderNo. PSC-10-0153-FOF-EI, page 210) (8) and was approved as an upward adjustment to the 
FPL's projected test year reverrues (and thus a commensurate reduction m the calculation of FPL's 
revenue requirements). 

Statement of Error: 
There is a major flaw in the Commission approval of the 918,390,146 adjustment because it failed to 
synchronize its decisions on Issue 89 (projected LPC revenues) and Issue 145 (approval of proposed $10 
minimum LF'C). The adjustment would apply only if the Commission had approved FPL's proposed $10 
minimum for the LPC. However, in Issue 145 the Commission a d e d  to FPL's withdrawal request and 
rejected the proposed $10 minimum. Thus, there is no legitimate rationale for makimg an adjustment to 
LPC revenues to reflect what would have happened if the $10 minimum had been approved, when in fact 
that minimum was rejected (Order No. PSGlO-0153-FOF-EL page 181) (9). 

Adjastment to Correct Error: 
Two corrections are necessary to proply reflect projected LPC revenues in  view of the 
Commission's decision in Order No. PSC-lM)153-FOF-Ek 

$ 18,390,146 

$ 7386,000 

Reversal of the Commission appmved adjustment as shown on Schedule 3 of 

Adjustment to decrease LPC revenue at current rates BS shown on Item 6a of 
order NO. PSC-10-0153-FOF-EI (8) 

Exhibit 358 (5) 
$ 25,776,146 Total increase in RevenueRequiremants 

sooreea 
(1) Transcript pages 2437-2439 
(2) Exhibit 229 (SLB-7) 
(3) Order No. PSC-10-01.53-FOF-E1, pages 135-137 
(4) Transcript page 6055 
(5) Exhibit 358 (K046) 
(a) Transcript 6059 
(7) StaffRmmmencJationpagw 306-309 
(8) Order No. PSC-10-0153-FOF-EI, page 210, Schedule 3 
(9) Order No. PSC-lO-O153-FOF-EI, page 181 

- 

3 



APPENDIX II 
Source 1 

1 Q: DO YOU HAVE ANY CONCERNS WITH THE COMPANY’S 

0 0 2 4 3 7  1 

2 CALCULATIONS OF THE INCREASED REVENUES ASSOCIATED WITH 

3 

4 A. 

5 

THE IMPLEMENTATION OF A MINIMUM PAYNIENT OF $IO? 

Yes. The Company has hzd signiscant inmeases in late payment fees over recent 

years; however, in projecting the late. paynents fees for the test years, FPL has 

6 assumed that percentage of late paid accounts will remain at the same levels as the 

7 

8 

9 

10 

2008 experience. In addition, the Company has offset the increased late payment 

fees by a 2% write-off rate and a 30% ‘’behavior change” associated with accounts 

that would be subject to the minimum charge. These adjustments have resulted in an 

understatement of the late payment revenues under the revised structure. 

. 11 

,12 

i 3  

14 Q PLEksp: EIIpLqIN-HOW PpL’S LATE PAYMENTS HAVE IN&UUSED 

h addition, un+r the newratertructure. aption of the late payment fees will still 

be derived fre avariable rate struCture-lS% of the late payment, T b i ~  adatid 

:r&&ye ,. should be reflected in FpL’s revenue ;expansion factor. 
. .  . .  

. .  . .  
. .  

15 . OVER.WCENT’YEARS. , :  

16 A As shorn in the response to OPC’s Seoond Request for Production of Documents* 
. .  

17 

18 

19 

20 

21 

22 Q: 

23 

24 A, 

25 

No. 12(LPCForecast$1001262009.xls)and . xi in Exhiibi-(SLB-ll), 

Page 1 of 3, PPL’s late payment fees have mcreased from $15.4 million in 2005 to 

$40.95 d i m  in 2008, or at a compound average annual growth rate of over 38% 

since 2005. In addition, the number of late payments as a percentage of total bills 

has increased from 11.1% to 22.3 % over that same time period 

WHAT ASSUMPTTON DID FPL MAKE REGARDING THE NUMBER OP 

LATE PAYMENTS FOR THE TEST YEAR? . 

FPL fust assumed that the rmmber of late payments in 2010 and 20 I 1 would be 

proportionate to the mbe.r of late payments as a percentage of the total customex 

25 



APPENDIX II 

0 0 2 4 3 8  Source 1 

1 

2 

3 

4 

5 

.. 

6 

7 Q: .  

8 

9 

10 

11 A: 

12 Q: 

13 

14 

15 A 

16 

17 

18 

19 Q: 

20 

bills from ux)8. PPL then adjusted this figure down for 2% write-OB. For 

c u m  that would receive a minimum late payment fee of S I O  under the new 

structnre, FPL farther r e d d  tbe number of late payments down by 300/0, assuming 

that the highex charge would cause 30% of theae customers to modify their behavior 

and pay their bills on time. The resulting nlmiber of late payments assumed by FPL 

is 8,456,689 out of stotal of 54,585,108 projected bas, or 15.5%. 

DID FPL PROVIDE ANY JUSTIFICATION FOR ITS ASSUMPTION TaAT 

THE IMPLEMENTATION OF THE $10 MINIMUM LATE PEE WOULD 

CAUSE 30% OF THE APPECTED CUSTOMERS TO PAY THEIR BILLS 

ON TIME? 

No. 

IS IT REASONABLE TO ASSUME THAT TBERE WILIBE S O m  

BEHAWOR MODIPICATION AS A RESULT OB TBOE IMpLEMgNTATION 

OF THE MINIMUM LAXE PAYMENT PEE? 

Yea, however, there is no evidence supporting a 30% behavior mDdifcation that 

effectively reduces the percent of late-paid bills davn to pre-2007 levels- 

particularly in l i i  ofthe high growth in Iate payments experienced over the past 

few years. 

DOES PPL REPORT WRITE-OElB OF LATE PAYMENTG SEPARATELY 

FROM ITS OTHER wRITEopps WHICEI ARE INCLUDED JN ITS 

21 UNCOLLECTlBLE ACCOUNTS EXPENSE? 

22 A 

23 

24 

No. The wite-offs included in FpL's bad debt, or unmbctiile account expense, are 

reported in total; therefm, the projections of uncollectible BCCOUU~ expense for the 

test y m  would already inwprate. anywritGoffs of lata payments. 

26 



APPENDIX II 
Source 1 

' 0 0 2 4 3 9  - 

1 Q: WEAT IS YOUR RECOMMENDATION FOR ESTIMATING THE LEVEL 

2 

3 A 

4 

5 

6 

7 percatage oftotal bills. 

8 Q: BOW ROES TBIS METHODOLOGYRECDGNIZE SOME LEVEL OF 

9 BEHAWOR MODIFICATION? 

10 A 

11 

12 

13 

OF LATE PAYMENT PEES FOR TEE TEST YEARS? 

I recammend eliminating the 2% write-off adjustment, which should already be 

inoozporated into tbe uncollectible m t s  expense. In addition, I rn 

recommending that the Commission eliminate the 30% behavior modification 

adjustmat and, instead, use an average of the 2007 and 2008 late paynents as a 

Using this methodology, 20% of custom bib are assumed to be paid late. This i s  

less than the 22.3% level experimd in 2008. As explained by Witness Morley at 

page 56 of her testimOny. FPL has seen a steady inorSas6 in the number of oustomen 

making late paymants. She noted the increase was an average of 150,ooO customers 

14 

15 

16 

17 

22 

a3 

24 

25 

per month. Using the 20% average late payment percentage not only recognizts a 

reduction in FPL's late payment percentage fbm 2008, but also fully offsets any 

increm~ in late payment experience W would be expeded based on FPL's history 

and the economic fa&m that FF'Lhas recognized throughout its application. 

WHAT IS THE W A C C  OF YOUR RECOMMEMlED CHANGES? 

The swabdab 'on of the late payment fees is set forth in Edbit-(SJ-B-7). As 

shown in Exb&&-(SLJ3-7), the late payment fw for 2010 are esthatedto be 

$117,701,025. Thisis$25,024,251 greaterthanFPL'seStimatOusingthe30% 

behavior modification. The late payment fees for 201 I are Mtimated to be 

$1 19,771,078, which is $26,034,753 greater tha~ FPL's estimate. In preparing these 

estimates, I have ( i )  eliminated the 30% behavior modification adjustment a d  tho 

PA write-oa (ii) used an average of the 2007 and u108 late payments BS a 

27 
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Soume 3 

We have reviewed the Company’s forecast and,it does reveal that the effects of the CDR 
were not originally included in the forecast by FPL witness Morley. The CDR was inadvertently 
excluded. Accordingly. FPL’s adjustments to operating revenue for the 2010 test year to include 
the effects of the Cfl: Demand Reduction Rider Incentive Credits are approved. 

Late uayment fee revenues 

In its forecasted revenues, FPL included a 30 percent reduction in late payment fees and a 
2 pacent increase in write-offs of late payment menues due to the proposed innease m the late 
payment fea. PPL proposed a change in its revenuea relating to late paymmt charges to 
rewgnize a pmposed customer behavior modification plan which FPL argued would disccurage 
castomer late payments. FF’L witne~s Santos described the Company’s proposed change to its 
charge for late payments as follows: 

FPL cunently charges 1.5% for late payments, but is proposing the greater of 
1.5% or $10. Driven hgely by the deteriorating economy, FPL ha8 seen a steady 
innarse in the number of customers making late payments. The percent of 
customers with late payments has increased from 21% in 2006 to 24% in 2008. 
This is an increase of lS0,OOO customers on average per month. 
OPC witness Brown testified that FPL had understated its projected revenue from late 

. . . in projecting the late payments fees for the test years, FPL has assumed that 
percentage of late paid accounts wil l  ranah at the same levels as the 2008 
experience. In addition, the Company has offset the increased late payment fees 
by a 2% write-off rate and a 30% ‘%%avior change” associated with accounts that 
would be subject to the m i n i i  chga These adjustments have resulted m an 
understatement of the late payment TBVBIW~ under the revised struoture. 
According to Witness Brown, FPL did not provide any justification for its assumptim that 

the implementation of the $10 minimum late fee would cause 30 percent of the affected 
customers to pay their bills on time which would reduce the percent of late paid bills to pre-2007 
levels. 

OPC witness Bmwn recommended eliminating the two percent write-off adjustment, 
which should already be incorporated into the uncollectible accounts expeose. She also 
mommanded eliminating the 30 ptrccnt behavior modification adjustment and, instead, 
proposed using an average of the 2007 and 2008 late payments as a percentage of total bitls. 
Under this approach, 20 percent of customer bills are assumed to be late which is less than the 
22.3 ptroeat level experienced m 2008. 

Pap-. 

OPC witness Brown’s r e d d a t e d  r e v m ~  h m  late payment fees was $25,024,251 
greater than FPL’s crrtimate for 2010. 
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FPL witness Santos testified in her rebuttal that: 

APPENDIX II 
Source 3 

The purpose of changing the late payment charge to have a minimum of $10 is to 
change behavior and induce more timely payment. . . By minimizing the behavior 
change assumption of 30%. Ms. Brown effectively diminishes the impact that the 
fate payment charge is specifically designed to achieve. . . FPL's use of an 
assumed behavior change of 30% is therefore quite conservative because it is less 
than half of the 65% change expected when applying 'the electricity demand 
elasticity. 

We disagree with the Company's analpii of its customer behavior modification plan. 
The Company's analysis of behavior change based on the electricity demand elasticity suggested 
that them would be a behavior change of 65 percent. We believe this percentage to be extremely 
high and in our opinion makes the analysis somewhat suspect. We do not find it supportive of 
the Company's 30 percent behavior change. No analyes was presented for the 30 percent 

We agree with witness Brown's recommendation to eliminate the two percent writeoff 
adjustment and to include the effects of uncollectibles in the uncollectible account. This 
approach is consistent with other revenue adjustments. We also agrce with witness Brown's 
approach to reooguize revenue associated with late payment fees based on the average of 2007 
and 2008. Witness Brown's approach used actual late payments and still recognized a deonase 
in the number of customem paying late compared to 2008. 

FPL imposed m e  additional changes to its late payment revenues based on conectiom 
it discovaed during the proceeding. PPL witness Ousdahl sponsored hearing Exhibit 358 in h a  
rebuttal testimony and explained that during the wurse of the proceeding. FPL identified some 
additional adjustments to the Company's ariginal filing. Exhibit 358 summanzed * theadditional 
adjustments to rate base, net operating income, and capital structure that FPL made to its original 
iiling. Items 6a and 10 of Exhibit 358 addressed some additional changes to FPL's proposed 
adjustment to net opadting income for revenues associated with late payments. 

behavior change in FPL'S original tiling. 

Item 6a of W b i t  358 showed FPVs ploposed adjushnents due to an over-&Went of 
late payment revenue. According to PPL., late payment revenues were overstated because they 
were based on an older version of the revenue forecast than what was wed to develop the final 
projections. Item 6a resulted in an adjustment to d m e  late payment fee. revenue by 
57,386,000 for the 2010 test year. 

Item 10 of Exhibit 358 showed FPL's proposed adjustments due to an under-statement of 
late payment revenue. According to FPL, late payment revenues were inadvertently reduced by 
expected bad debts an the full amount of late payment revenues rather than on the incremental 
change in late payment revenues. Item 10 resulted in an adjustment to increase late payment fee 
revenue by $75 1,895 for the 2010 test year. 

We fmd that FPL's additional adjustments made in its Exhibit 358, which were made to 
coxrect its original filing, are reasonable and appropriate. 
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Based on the foregoing, we find tha! FpL’s adjustments to corrcot the original formast 
for Late Payment Revenue proposed in Item 68 and Item 10 of Exhibit 358 are appropriate and 
we appnrve those changes. We agree with OPC’s proposal to adjust the forecast of late papent  
revenues based on 2007 and 2008 actual experience. Accordingly, we approve a net adjustment 
to net opaating income to increase late payment revenue Ejr the. 2010 test year by $18,390,146. 

Revenue Forecast 

Our decision regarding the 2010 revenue forecast is a result of our discussion of several 
items in this Order. Our revenue f m t  is based on our analysis and decisions regarding 
forecasts of custmers fix the 2010 test year, revenue responsibility for transmission 
investments, and late payment fee revenues. No further changes to OUT revenue forecast are 
necessary as the changes are captured in our disoussions listed above and are reflected 
cumulatively in our calculation of net operating income totals listed below, 

Total 00 eratina Revenue 

We were asked to determine if FPL’s proposed $4,114,727,000 total ope- revenue 
for 2010 was appmpfiate. Our decision regarding what FPL’s appropriate total operating 
revenues for 2010 is a culmination of our other decisions in this order. Based on our decisions, 
the appropriate total operating revenue is $4,136,478,146 for the 2010 projected test year and, is 
shown on Schedule 3, attached to this Order. 

-le contiibutiont+ 

FPL witness Ousdahl sponsored Exhibit 117, which included MFR Schedule C-18 for the 
2020 test year. This MPR was also contained in Exhibit 180. MFR Schedule C-18 required the 
Company to ‘%vide a schedule. by orgauization, of my expenses for lobbying. civic, political 
and related aclivities or for civic charitable contriiutions included for recovery in cost of service 
for the. test year and the most recent historical year.” FPL’s response to MPR Schedule C-18 for 
the 2010 test yenr stated ’Because of prior commL4sl ‘ ‘on decisions, the Company did not include 
any experms for lobbying, civic, political and related activities, or fix civic charitable 
contributions in determining Net Operating Income for 2010. Au are aamunted for “below the 
line.’’ 

We find that, with the exception of contributions to FPL’s Historical Museum, FF’L has 
followed our direction provided through past orders regarding the treatment of charitable 
mhibutions. FPL wi(nass Ousdahl testified that it was not appropriate to adjust the test year 
expemes to remove tho oontribotions made to the FPL Historical Museum by FPL. According to 
witnassousdahl: 

The FPL Historical Museum is a subsidiary of FPL that is charged with 
maintaining records and lntifacts associated with the Company’s long history in 
the state of Florida. These activities are important to the preservation of the. 
historically significant information about the Company and the industry lium its 
begmning in the early 206 century until today. The FPL Historical Museum costs 

! 
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LATE PAYMENT CHARGE REVENUE 

Why is Un Brown ~ugge~thg  that FPL adjust the hte payment charge 

revenues associated with the hplementatfon of a $10 

Ms. Brown asserts that FPL should not have assumed a 2% net write-off factor 

and a 30% behavior change in the calculation of late payment charge @,E) 

mvenuea The adjustments that she makes fncorrectly result in m Lpc revenue 

increase of $25,024,251 in 2010 and $26,034,753 in 201 1. 

Is Ms. Brown's concern with the 2% net wrb-oflfactor valid? 

Ms. Brown's w n m  is partially valid. She is proposing that this factor be 

excluded because she asserts that it is reflected in the bad debt total. The bad debt 

expense. shown on MFR C-11 does not account for the bad debt expense 

assodated with the iaxemental LPC revenues from rha proposed service charge 

change. However, when forecasting LPC revenues for the test years, the bad debt 

expense for the entire amount of Lpc revenues was accounted for when only the 

inaemmtal revenue associated with the proposed tiervice charge should have had 

the L E  bad debt rate of 2% applied. Applying the 2% LPC bad debt rate 

' . charge? 

? E 5  LPC revenues yields an inorease o 

total LPC revenues at proposed charges. 

Whether the 2% LPC write-off is acumnted for as paaof the bad debt e*pense in 

MFR C 1 1  or in the calculation of the Lpc revenue, it has the same basic impact 

As such, the LPC bad debt mte, applied to the incremental revenue associated 

11 
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1 request already M y  and znopaly reflects the late payment fees that are projected 

for 2010. Ms. Bmwn's adjustmat would improperly double-count the revenue 

impact of those fees and should be mjectcd accorCtingly. 

In the course of evalrmting the ela[ms oi the tnterVening witnesses, did you 

identify any adjwtmmfs that sbould be made to late payment fee revenues 

caldated at #e current ratas? 

\. 

6 

7 A. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 Q. 

18 

Yes. Late payment fee nvenues at the current rate of 1.56 wen: calculated as a 

percent of total revenue, using the same kwh sales forecast that I mentioned 

earliex with respect to bad debt expense. As a d t ,  late payment fee revenues at 

the curren! rate are overstated by $7.4 million in 2010 and $7.0 millicn in 201 I .  

FPL is reflecting this adjustment as pa? of PPL Witness ousdaht's Exhibit KO- 

16, identified A&shnenh, 

- 

REBUTTAL TOTESTJ.MONY OF O X  WITNES KIMBERLY E 

DISMIJKES 

19 caUIcEF118 atthfrr time? 

20 A. 

21 

22 

It Is absolutely inappropriate to raise concerns and pmpose changes regardlng a 

m a w  that was part of the 2005 Rate Case Proceedings, and was ultimately 

resolved and settled upon as part of the Stipulation and Settlement Agreement 

23 FF'SC Docket NOS. 050045-EI and 050188-EI, order NO. PSC-05-0902S-EI 

15 
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- Issue 8 9  Is an adjustment appropriate to FpL’s Late Payment Fee Revenuw if the minimum 
Late Payment Charge is approved in Issue 145? 

A. For the 2010 projected rest year? 

B. If applicable, for the 201 1 subsequent projected test year? 

m n d a t i o o :  Yes. First, staErecommends that FPL’s corrections to the forecast for Late 
Payment Revenues from Exhibit 358 be made. Second, stafX recommen& that OPC’s 
adjustment to the forecast of Late Payment Revenues b d  on 2007 and 2008 actual experience 
be accepted. (Restwood) 

Staff recommends a net adjustment to increase Late Payment Revenues by 
$18,390,146, for the2010 testyear. 

B. If applicable, staff recommends a net adjustment to increase Late Payment Revcnues 
by $19,809,684, for the 201 1 test year. 

Position of the Parties 

FPL: Yes. Late Payment Fee revenues should be increased by $751,895 in 2010 and $775,931 
in 2011, with an offbettiag decrease of $7,386,000 in 2010 and $7,001,000 in 2011 for 
adjustments reflected in Ex. 358. No ather adjustment is appmpriate. 

OPC Yes. Late payment revenue should be increased to eliminate FPL’s 30% behavior 
adjustment and 2% write-off; to average 2007/2008 late payments on percentage to tofal bilk for 
behavior modifications; and reduw rwenum for customers not subject to the minimum fee to 
refled lower anticipated revenues for 2010. Revenues should be increased $25,024,25t fa 
2010. If the 2011 test year is 
considered, the appropriate amount is $26,034,753. 

AFPIRM: No position. 

AG: Such charges should not be allowed, as discussed in the response to Issue 145; o t h h s e  
adopt O x ’ s  position. 

AIR No position. 

SOUTH DAWONA. No position. 

mA: No position. 

FIPUG: Yes. Agree with OPC. 

FRF: Agree with OPC. 

S F H m .  No position. 

A. 

OPC strenuously opposes the subsequent 2011 test year. 
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Staff Analvsls: 

Forecast Udates: . 

PARTIES’ ARGUMEN TS 
. .i ..._ .. 

FPL witness Ousdahl sponsored Bxhibit 358 60-16) in her rebuttal testimony and 
explained that during the coum of the pmceeding, FPL ident3fied appropriate adjustments to the 
Company’s filing. Exhibit 358 (KQ-16) summarizes the adjustments to Rate Base, Net 
Operating Income, and Capital Shuctun that FPL is proposing to its original filing. (TR 3708) 

Item 6a of Exhibit 358 shows FPL’s pmposed adjustments due to an over-statement of 
Late Payment Revenue. According to FPL, Late Payment revenues were overstated because 
they were based on an older version of the revenue forecsst than what was used to develop the 
final projections. Item 6a results in an adjustment to decrease late payment fee menue by 
$7,386,000 and $7,001,000 for the 2010 test year and the 201 1 subsequent test year, respectively. 
(EXH 358) 

Item 10 of Bxhibit 358 shows FPL’s proposed adjustments due to an under-statement of 
Late Payment Revenue. Accarding to FPL, Late Payment Revenues were inadvertently reduced 
by expected bad debts on the 111 amount of late payment revenues rather than on the incremental 
change in late payment revenues, Item 10 results in an adjustment to increase late payment fee 
revenue by $751,895 and $775,931 far the 2010 test year and the 2011 subsequent test year 
respectively. (EXH 358) 

Behavior Change: 

FPL wiaess Smtos described the Company’s proposed change to its charge for late 
payments as follows: 

FPL currently charges 1.5% for Iate payments, but is proposing the greater of 
1.5% or $10. Driven largely by the deteriorating economy7 FPL has sccn a steady 
increase in the number of c u s t w  making late papen@. The percent of 
oustomm with late payments has increased from 21% in 2006 to 24% in ZOO& 
This is an increme of 150,000 customers on average per month. 

(TR 1567-1568) 

OPC witness Brown testifies that FPL had understated its projected revenue. from late 

. . . in pmjecting the late payments fecs for tho test years, PPL has assumed that 
percentage of late paid accounts will remain at tk same levels as the 2008 
experience. In addition, the Company has offset the increased late payment fees 
by a 2% write-off rate and a 30% “behavior change” associated with accounts that 
would be subject to the minimum m e .  These adjustmenor have resulted in an 
understatanent of the late payment revenues under the revised struchue. 

payment for both test y“s. 

(TR 2437) 
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According to witness Brown, FPL did not provide any justification for its assumption that 
the implementation of the $10 mlnjmum late fee would cause 30 percent of the aEected 
customers lo pay their bills on time which would reduce the percent of late paid bills to pre.2007 
levels. f,TR 2438) 

OPC witness Brown recommended eliminating the two percent write-off adjustment, 
which should already be incorporated into the uncollectible accounts expense. She also 
recommended eliminating the 30 percenr behavior modification adjustme+: and, instead, 
proposed using an average of the 2007 and 2008 late payments as a percentage of total bills. 
Under this approach, 20 percent of customer bills are assumed to be late which is less than the 
22.3 percent level experienced in 2008. 2439) 

OPC witness Brown’s recalculated lare payment fees are $25,024,251 and $26,034,753 
greater than FPL’s estimates for 201 0 and 201 I, respectively. (TR 2439) 

FPL witness Wtos testified in her rebuttal that 

The purpose of changing the late payment charge to have a minimum of $10 is to 
change behavior and induce mme h k l y  payment. . . .By minimidng the 
behavior change Bssumption of 30%, Ms. Brown effectively diminishes the 
impct that the late payment oharge is specifically designed to achieve. . . . 
FPL‘s use of an assumed bebviar change of 30% is therefon quite conservative 
because it is less than half of the 65% change expected when applying the 
electricity demand elasticity. 

(TR 6056-6057) 

In rebuttai, witness Santos testified that if FPL’s conservative 30 percent adjustment for 
behiviod change is not factcic2d iirto LPC’reyenues, then FPL wodd \iithdriw its @pod to 
change the current LPC fee sbu&re. (TR 6057) 

. .  

~ A L Y S I S  // 
W FORO& uDdate9: 

FPL’s corrections to its original filing presented in Exhibit 358 were not challenged and 
appear to be reasonable. Ifthe corrections are not accepted, FPL’s case would be based upon 
erroneous data. 

Behavior Chauge: 

OPC witness Brown’s recommendation to eliminate the two p a t  write-off adjustment 
and include the effects of uncollectibles in the uncollectjble account is cornistent with other 
revenue adjustments. Also Witness Bmwn’s approach basad on the average of 2007 and 2008, 
uses actual late payments and still recognizes a decrease in the number of customers paying late 
compared to 2008. 

The Company’s anaIysis of behavior change based on the electricity demand elasticity 
supports a behavior change of 65 percent. This extremely high percentage suggest that the 
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analysis is somewhat suspect and is not really supportive of the Company's 30 percmt behavior 
change. No analyses were presented for the 30 percent behavior change in FPL's origid filing. 

CONCLUSION 

Staff recommends that FpL's adjustments to c m t  the ofigioal foncasi for Late 
Payment Revenue proposed in Item 6a and Item 10 of Exhibit 358 be accepted. Staff also 
recommends that OPC's proposed adjustment to the forecast of Late Payment Revemres based 
on 2007 and 2008 actual experience be accepted. 

A. For the 20 10 projected test year? 

Based on the corrections identified in Exhibit 358 and OPC's proposed adjustment, staff 
recommends a net adjustment to increase Late Payment Revenue for the 2010 test year by 
$1 8,390,146. 

B. For the 201 1 subsequent pmjectea test year? 

Based on thc corrections identifled in Exhibit 358 and OPC's proposed adjustment, if 
applicabie, staffrecommends a net adjustment to increase Late Payment Revenue for the 2011 
test year by $19,8809,684. 
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find, however, upon cmsidaation, that it is appropriate to keep the current charge of $23.24 OT 
5% of the amount of payment, whichever is greater, in effect at this time. 

In consideration of ourrent &Gcult economic conditions, we find it apppriate to leave 
FPL‘s service charges unchanged. 

Late Pavment Cham e 

FPL asked to establish a minimum late payment charge that it argud would provide the 
a p p w e  incentive for customen to improve payment behavior. FPL currently cbarges 1.5 
percent for late payments, but proposed the greater of 1.9 percent or $10. FPL stated that it had 
seen a steady increase in the number of customers making, late payments. WE& it believsd was 
driven largely by the detuimting economy. The percent of customers with late payments 
increased fmm 21% in 2006 to 24% in 2008. This amounts to an increase of 150,000 castomera 
on average per month. FPI, argued that other industries use late payment charges greater than 
$10 to encourage customers to pay on time. FPL stated that the other Florida utilities that 
mrrrently charge a fee similar to what FPL pmposed are the City of Miramar Utilities, which 
charges a $15 fee, and the Lee County Electric Cooperative, which charges a $10 fee for 
residential customers. FPL argued that $5 would not be safficient to encourage good payment 
behavior. FPL did state in its brief, however, that if we did not accept its position with respect to 
the new fee’s sect on revenues, FPL would withdraw its late payment charge propaal. Since 
we did not accept FPL’s position with respect to the new fee’s effect on revenues, FPL has in 
eff‘wt withdrawn its request. Accordingly, FPL’s request to establish a $10.00 late payment fee 
shall be denied. 

c 
RL’S proposed termination factors are applied to customas taking service on the PL-1 

or R L l  rate schedule who chose monthly payments rather than a lump sum payment, and who 
then tarminsts their lighting agreement prior to the expiration of their 10 OT 20 year contract 
period. The R L I  rate schedule is a closed schedule. and not available to new customers. AS 
statad in the Company% tariff sheet MFR E-14, Sixth W i s e d  Sheet No. 8.122, and Second 
Revised Sheet No. 8.745, in order to teimhte setvice the custOmer must provide a 9o-day 
Mitten notification to the company of their intent to cease service The amount a customer pays 
to tantinate the& contcact is computed by applying the termination factDr to the installed cost of 
the fsilitiss, based on the year in which &E agreement is terminated. The. company p o p &  to 
remove the lO-yesr and 20-year payment options h m  the P L l  and &I tarif& which is 
addressed in stipulated Issue 153. 

We have reviewed the FPL’s calculations and we find that the propased teamination 
facton are appropriate and we W V E  them. 

Present Value Revenue Reau inment 

The Pment Value Revenue Requirement (PVRR) multiplia is designed to produce an 
estimate of the cumulative cost of the pmjject over its useful life. Uader FPL’s PL-I and R L l  
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Issue 103: The Commission erroneously included in its removal of jurisdietional 
incentive compensation amounts that had been allocated to affiliates. 

A. Working from the recommendation of OPC witness Brown endorsed by the PSC Staff, 
the Commission made sdjustments to reduce the payout ratio for executive incentive 
compensation, Jn addition, they made a further adjustment to disallow all executive cash 
and stock-based incentives (OPC witness Brown and Staffhad recommended 
disallowance of SO% ofthe remaining executive incentive pay after adjustment for 
payout ratio.) 

B. In fonnulating her recommended adjustments to executive incentive pay, OPC witoess 
Brown and the PSC Staff used p x s  executive incentive pay totals prior to alloostions to 
affiliates as the basis of their calculations. By using the same basis for their adjustments, 
the Commission has erroneously included in its removal of incentive compensation 
approximately $12.8 million that had been allocated to affiliates. 

C. Basis for Calculation of Error 

$12,226,189, 

QQ.565.472 - 

p42,7q1,6611- 
, $300,000 - 
$757,282 - 

$2,122,947 - 
52538.246 - 
$49,510,136 - 

Adjustment for change in payout ratio from 1.4 to 1.0 times the target 
level for executive incentive compensation (1) 
Adjustment for 10Wh of executive incentive compensation remaining 
after the adjustment for payout ratio (1) 
Sub-total - Jurisdictional Executive Incentive Compensation included 
in O&M from OPC witnw Bmwn's bestimony - SLB-20, line 3 (2) 
Adjustment for redundant non-operational positions (1) 
Adjustment for FPL conoession to eliminate executive raises (1) 
Adjuslment for change in payout ratio from 1.3 to 1 .O times the target 
level for non-executive incentive compensation (1) 
Adjustment for 50% of non-executive incentive compensation 
remainingafter the adjustment for payout ratio (1) 
Total amount of Commission approved adjustment (I) 

-1 - 
$43,147,847 - 

Jurisdictional Executive Incentive Compensation included in O&M 
from OPC witness Brown's t e h o n y  - SLB-20, line 3 (2) 
Total 2010 Executive Jncentive Compensation included in O&M from 
OPC witness Brown's testimony - SLB-20, line 4 (2) (Note: did not 
&just f i r  allocariom to &liates -see below) 

$ 9,881,018- LongTennIncentiveof$36,159,414fromEAC809allocatedto 
affiliates (3) (see calculation on following page) 

$+2.967.418 - Annual Cash Incentive of $10,063,565 fmm EAC 820 allocated to 
affiliates (3) (see calculation on following page) 

lF12,848,43d - OW on& amount al~ocated to affiliates 

$12,742,373 - Jurisdictional amount 

j 

* 
(1) 
(2) 
(3) 

Page 150 o f W e r  No. PSC-10-0153-FOF-E1 
%e &hibit No. 242 ( B m  Exhibit SLB-20, lines 3 and 4) 
See M i h i t  No. 35-21 (FPL,'s response to AG's 
I, Pages 2 and 5 )  

Set Interrog. No. 76, Attachment 
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percent above the baseline year after year, then the incentive payments have essentially become 
base salary. Exhibit 242 showed the reductions in incentive compensation to executives 
proposed by OPC witness Brown. The proposed adjustment to reduce the payout ratios for 
executive incentive compensation to 1.0 Tesulted in a reduction in jurisdictional O&M expenses 
of $12,226,189 for the 2010 test year. OPC witness Brown recommended similar adjustments 
for FPL's non-executive incentive cornpensation. The proposed reduction to lower the payout 
ratio from 1.3 times the target to an amount equal to the target is a reduction in jurisdictional 
O&M expenses of $2,122,947 for the 2010 test year. 

Finally, FPL proposed adjustments to its original filing. Among those adjustments, it 
removed executive bonuses in the amount of $757,282 for the 2010 test year. We approve this 
adjustment. 

Based on the foregoing, we reduce FPL's 0&M expenses by $757,282 to reflect FPL's 
concession to eliminate the executive raises. We reduce FPL's O&M expenses by $12 2-6 189 
to reduce the payout ratio for executive incentive compensation from 1.4 times theta- 
1.0 times the target level. We reduce FPL's O&M expenses by $30,565,472, to reflect a 100 
percent reduction in executive incentive compensation. We reduce O&M expense by $2,122,947 
to reflect the change in the payout ratio for non-executtve incentive compensation 6om 1.3 times 
the target level to 1.0 times the target level. We reduce O&M expenses by $3,538,246 to limit 
non-executive incentive compensation remaining after the adjustment for the payout ration to 50 
percent. We reduce O M  expenses by $300,000 to reflect our determination that there are 
redundant highly compensated non-operafional positions. The total reduction of FPL's O&M 
expenses for salaries and benefits is $49,510,136. 

Pension Exwnse 

We were asked to determine if any adjustments should be made to net operating income 
for pension expenses. We analyzed and reviewed the MFRs, discovery responses, testimony, 
and cross examination and determined that there shall be no adjustments for pension expense, 
except for the adjustments made by FPL in Exhibits 481 and 51 I. The pension amounts were 
estimated from an actuarial calculation for the 2010 FPL Group plan costs and related 
obligations using consistent methodologies and reasonable, supportable assumptions. We 
decline to make any additional adjustments for pension expense. 

Environmental Insurance Refund 

We were asked to determine if a test year adjustment was necessary to reflect FpL's 
receipt of an environmental insurance refund in 2008. OPC proposed a decrease in O&M 
expense to recognize FPL's receipt in 2008 of a refund for environmental insurance it had 
previously purchased. OPC witness Brown testified that FPL's rates included the costs for 
properly insurance and, as such, any refunds should be provided to ratepayers. The adjustment 
proposed by OPC witness Brown, based on a five year amortization of the insurance refund, was 
a decrease in jurisdictional O&M expense of $8,685,682 for the 2010 test year and a decrease in 
jurisdictional O&M expense of $8,685,656 in the 2011 subsequent test year. The adjustment 
would also increase jurisdictional rate base by $39,085,569 for the 2010 test year, 



FPSC Docket 080677-El 
Revenue Impact of Executive Incentives 

Exhibit-(SLB-ZO) 

Florida Power 8r Light Company 
Revenue Impact of Executive Incentive Adjustment 

5 10,063,565 $ 2,875,304 $ 3,594,130 $ 6,469,435 $ 3,594,UO 

3 Total 1 2010 5 43,147,847 $ 12,327,956 5 15,409,945 $ 27,737,902 $ 15,409,945 
$ 42,791,662 $ 12,226,189 $ 15,282,736 $ 27,508,925 $ 15,282,736 

2 Stock-Based 33,084,282 9,452,652 13,815,815 21,26a,w 11,815,815 

4 Jurisdictional 

5 Cash 
6 Stock-Bared 
7 Total 2011 
8 Jurisdictional 

9 2010 Revenue impact [11 
10 2011 Revenue Impact [ l]  

5 10,577,521 $ 3,022,149 $ 3277,686 $ 6,799,835 $ 3,777,686 
35,535,044 10,152,870 12,691,087 22.a43.957 12,691.087 

$ 46,112,565 S 13,175,019 S 16468,773 $ 29.643.792 s 1 6 0 ~ 6 8 . ~ ~ 3  
$ 45,7331197 $ 13,066,628 $ 16,333,285 $ 29,399,912 $ 16,333,285 

N O W :  
[l] Jurisdictional Reduction x (1-.38575) x revenue expansion fanor, 

$ 27,600,481 
$ 29,482,231 
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Iswe IO9 - The Commisdan Emnebusly Calculated the Return on Investment For FibeMet Telecornmunicatlon Charges to FPL 

Fibemet Allocated Asset Base 
Fibemetpre taxROl 
Fibamet ROl cost as otiginaliy riled based on Fibmet's 13.97% pretax ROI 

$18,003,912 
13.07% 

$~515,147 

Less: DlsmukedStaff ROI a& based on OPC wtness Woolridge's 7.41% afbr tax ROI (I) 

Cornmission approved revenue requirement adpsknent 

Fibemet ROI recaleukted based on Woolridge Bchibit JRW-I 

1,332,923 

($1,182,224) (2) 

Prem 
Weiahted WebMeU 

CapiW Structure Ralio CostRate Cost-Rata Cost-Rate 
54.43% 9.50% 5.17% 8.42% 

Short tenn Debt 3.76% 2.27% 0.0996 O.O& 
Total 1 o o . m  7.41% 10.65% 10.652% 

Revised wenw mqulmwt adJusmnt based on OPC witness WoolrMge pre tax ROI 

FibemetAlkmtedAssetBese 
Fibmet pre (ax ROI 
Revised Fibernet ROI cost 

Flbemet ROI cost using Commission approved capm costs and pretax ROI 
Flbemet ROI mst as originally fled based on Fibernets 13.97% pretax ROI 

AdJushnent to as Rled ROI cost 

DbrnukW Staff revenue requlrsmem adjustment 

Proposed change to Commission 0 8 M  adjustment 

ScUrCas: 
(1) udnbil 2MI (woolridee B i b i t  JRW-1) 
(2) Page 157-158 Order No. PSC10.0153-FOF-EI 
(3) Exhibii 202 @isrmkes ExhiM WID12 redacted version) 
(4) Hearing Transdpt pages 2112-2113 

$18,003,812 
10.66% 

$1,917,831 

$1,917,831 
$2,515,147 
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Dock& NOS. 080677-E1 & 090130.E1 
Exbibit JRW-1 

Weighted Average Cost of Capital 
Page 1 of 1 

Exhibit JRW-1 

Florkla Power & LfghtCompany 
Cost of Capital 

I 16.14% I 0.0000% I O&O% 
100.00% 6.17% I 

Lonn-Term Debt - 
commom Equity 1 54.43% I 9.50% I 5.17Oh 

Total lO.OO% / 7.41% .' 

. . .. 
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subsidization and whether it is really a level playing field to the extent competitors want to offer 
the same products as FPLES. Furthermore, we are concerned that products offered in this 
manner cause customer confusion; in addition we heard testimony regarding the limitations of 
these products. Accordingly, to explore ow concerns, we find it appropriate to open a separate 
docket to investigate the relationship of and the appropriateness of FPLES offering products to 
FPL consumers. 

PiberNet: 

OPC witness Dismukes proposed lowering the charges from FiberNet to FPL by reducing 
the rate of return on FibexNet’s assets. Witness Dismukes recommended lowering the return 
charged by FiberNet to that suggested by OPC witness Woolridge. This adjustment would 
reduce O&M expenses by $1,182,224 for the 2010 test year. Concerning the costs charged to 
FPL by FiberNet, an affiliate of FPL, OPC witness Dismukes testified: 

With respect to costs allocated &om FiberNet, for the projected test year costs 
were allocated using filiber miles, fiber capacity, and DS3 capacity. I am 
recommending one modification to the methodology employed to allocate these 
costs to FPL. As shown on Exhibit 202, the allocation of costs to FPL is based 
upon the assets owned by FiberNet. A large portion of the costs allocated to FPL 
are based upon the return on the assets used by FPL. In developing the amount to 
charge FPL, the Company used a return on investment . . . I have modified this 
return to be consistent with the pre-tax overall cost o f  capital recommended by 
Dr. Woolridge. The Commission should reject the Company’s request to use a 
rate of return that is substantially in excess of FPL’s allowed rate of return and 
utilize the rate of return recommended by hh. Woolridge. As shown on this 
exhibit, this change results in an estimated reduction to charges for the years 2010 
and 201 1 of$1,182,224 [eachyea~]. 

FTL witness Avera’s rebuttal Exhibit 363 (Rebuttal to Technical Arguments) stated that: 

. . . the risks and cost of capital for telecommunications services is generally . 
regarded as higher than for electric utility services, paaicularly for competitive 
local exchange companies such as FiberNet. . . . A review of Exhibit JRW-18 
r e d s  that the average beta for the Telecommunications Services industry was 
1.43, versus the 0.88 beta value cited by Dr. Woolridge for the electric utility 
industry and a beta of 1 .OO for the overall market. 

In other words, FPL witness Avera believed this comparison indicated that the risks associated 
with FiberNet were higher than FPL. Witness Avera concluded that OPC witness Woolridge’s 
recommended o v d  rate of return for FPL was entirely unrelated to the services provided by 
FiberNet. 

FPL could own its own telecommunications equipment that would be used strictly for its 
own use.. If this were the case, the assets would be a part of the Company’s rate base and it 
would be allowed to earn the same return as the rest of its rate base assets. We find that FiberNet 
has higher risk as a separate affiliate, and that the ratepayers shall not be required to pay for this 
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additional risk. The return payable to FiberNet from FPL ratepayers shall be that permitted to be 
earned by FPL. This adjustment decreases O&M expenses by $1,182,224. 

-3 Power Monitoring Revenue: 

OPC recommended increasing miscellaneous revenue by $236,336 for the 2010 test year. 
These increases were to certain revenues excluded eom revenue due to a mislabeling. FPL 
witness Ousdahl stated that the data was mislabeled in an informal discovery response as power 
monitoring revenues, and should havs been labeled as regulation service revenues. She went on 
to say: 

This description change is supported by FPL's response to OPC's First Set of 
Interrogatories Question No. 55 where the same amounts are shown for 2006, 
2007 and 2008 with a description of Regulation Service Revenues. Even though 
FPL misidentified the account description, it does not impact the amounts 
forecasted for Power Monitoring revenues, which are properly reflected in FPL's 
MFR' S. 

We find that this adjustment was unnecessary and that the revenues associated with this 
item were correctly shown in the Company's MFRs. 

Forecast Uodates: 

FPL witnexl Ousdahl sponsored Exhibit 358 in her rebuttal testimony and explained that 
during the course of the pcowedmg, FPL identified appropriate adjustments to the Company's 
Ning. Exhibit 358 summarized the adjustments to rate base, net operating income, and capital 
structure that FPL proposed to its original filing. 

Item 5 of Exhibit 358 showed FPL's proposed adjustment due to an overstatement of 
affiliate payroll loadings. According to FPL, affiliate payroll loading was overstated because it 
was not based on the final payroll forecast from the business units. Item 5 resulted in an 
adjustment to decrease O&M expense and taxes other than income taxes by $3,373,000 for the 
2010 test year. The forecast updates result in an adjustment to decrease O&M expense and taxes 
other than income taxes by $3,592,000, 

Conclusion 

Based on the foregoing, we find that. 1) the Company's proposed adjustment for the 
faecast data shall be accepted, and that O&M expense and taxm other than income taxes shall 
be decreased by $3,373,000; 2) that no adjustment shall be made for stale allocation drivers; 3) 
that no adjustment shall be made for the Massachusetts Formula, 4) that no adjustment shall be 
made for FPL Energy Services; 5 )  that adjustment to the charges from FiberNet to FPL shall be 
made reding in an O&M expense reduction of $1,182,224 for the 2010 test year; 6) that no 
adjustment shall be made for the p o w  monitoring revenue; and 7) that a generic docket shall be 
opened to investigate the relationship of and the approPratmess of FPLES offering certain 
products to FF'L consumers. The total reduction in this docket for O&M expense and taxes other 
than income taxes is $4,774,224 for afliliate transactions. 
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Research Update: 
FPL Group Inc. Downgraded To 'A-' From 'A', 
Off Creditwatch; Outlook Stable 
Overview 
We downgraded and removed from Creditwatch negative FPL Group Inc. (FPL) 
and subsidiaries to 'A-' from ' A '  based on greater regulatory risk at 
utility subsidiary Florida Power & Light (FP&L) and growing investments 
in unregulated assets under subsidiary FPL Group Capital. The outlook is 
stable. 

'excellent'. 

bonds. 

robust enough to support the new ratings if the company remains 
disciplined in its pursuit of growth at merchant energy producer and 
marketer NextEra Energy Resources. 

rn The deteriorated business risk profile is now 'strong' instead of 

We affirmed the 'A' ratings on Florida Power & Light's first mortgage 

The financial risk profile remains 'intermediate' and should remain 

Rating Action 
On March 11, 2010, Standard & Poor's Ratings Services lowered its corporate 
credit rating on FPL and subsidiaries to 'A-I from 'A,. At the same time, we 
removed the ratings from Creditwatch with negative implications where they 
were.placed on Jan. 14, 2010 following an adverse rate case ruling for FP&L. 
We affirmed 'A' secured debt rating on PP6.L. and revised -the recovery rating 
on this debt to ?l+' from '1' based cn an updated recovery analysis. Juno 
Beach, Fla.-based FPL has about $19 billion of debt outstanding. 

Rationale 
FE'L's credit fundamentals on its regulated utility side have been among the 
strongest in the U.S., due primarily to low regulatory risk and an attractive 
service territory with healthy economic growth and a sound business 
environment. Both of those pillars have been weakened in the past year as 
Florida, and FPhL's service territory in particular, have suffered during the 
recession, and regulators have responded with decisions tbat reflect more 
intense political influence over the regulatory environment. Maintaining 
financial strength despite regulatory setbacks and a slowly improving economy 
in Florida will be challenging. In addition, the balance between regulated 
utility operations and unregulated businesses is projected to trend in favor 
of the riskier merchant generation, marketing, and trading activities as lower 
returns and higher regulatory risk in Florida lead to changes in capital 
allocation decisions. "hie will erode FPL's business risk profile, which we 
now deem to be 'strong' instead of 'excellent'. 

Standard & Poor'8'1 RatingsDirsctonthsGlobal CrsdiIPortel I March 11,2010 2 
7BM1913WWSS 
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The ratings on FPL reflect the strength of the regulated cash flows from 
integrated electric utility FP&L, and the diverse and substantial cash 
generation capabilities of its unregulated operations at subsidiary NextEra. 

'-:.~:. P P G  is expected tq.contribute..less than half of the -consolidated credit ... 
profile and has better business fundamentals than most of its integrated 
electric peers, with a slightly better-than-average service territory, sound 
operations, and a credit-supportive regulatory environment. The company's 
willingness to expand through acquisitions, fluctuating cash flows from 
NextEra's rapidly-expanding portfolio of merchant generation assets and 
growing marketing.and trading activities, and the utility's significant 
exposure to natural gas detract from credit quality. Standard & Poor's 
characterizes FPL's business profile as 'strong' and its financial profile as 
'intermediate'. (Our methodology applies the terms 'excellent,' 'strong,' 
'satisfactory,' 'fair,' 'weak,' and 'vulnerable' to characterize business 
risk, and 'minimal,' 'modest,' 'intermediate,' 'significant,' 'aggressive,' 
and 'highly leveraged' to'characterize financial profiles.) 

BuSineSS risk is anchored by the company's core electric utility 
operations in Florida, which exhibit strength in almost every area of 
analysis: the service territory has fared better than most of the rest of the 
country, although it is lagging in this recessionary environment, the customer 
mix is mostly residential and commercial, costs and rates are low, and 
reliability and customer satisfaction are high. While not immune to overall 
economic trends, we expect Florida to remain attractive to people and jobs 
over the long term. A large and growing raliance on natural gas to fuel 
utility generation could, over time, turn from an advantage (because of its 
favorable environmental status) to a weahess if gas prices continue to 
significantly fluctuate and rise over time. Regulatory risk, the most 
important risk a utility faces, has been well managed at FPhL but has risen of 
late as regulators have reacted to weak economic conditions and keener 
attention in the political arena.with a series of decisions for FPU that fall 
short of the very sound record of past support for credit quality. 

electric generation, marketing, and trading throughout the U.S. NeXtEm.8 
focus is on geographic and fuel diversity and on developing environmentally , 
advantageous facilities that could benefit from climate change political 
trends. The merchant generator's capacity of more than 18.000 MW consists of 
more than 40% wind turbines, a little over one-third natural gas-fired 
stations, and the rest pinly nuclear facilities. Three-quarters of the wind 
projects, one-third of the natural gas capacity, and three of the four nuclear 
units operate under largely fixed-price, long-term contracts. The rest of the 
portfolio, including one nuclear plant, is merchant capacity that is exposed 
to market prices for its output. While a policy of actively hedging the 
commodity price risk of plant inputs and outputs helps to daven the risks 
associated with energy,merchant activities, there is an inherent risk level at 
NextEra that Cannot be avoided. Such risk permanently hinders credit quality, 
especially in light of the growing influence of marketing and high-risk 
proprietary trading results in NextEra's earnings and cash flows. 

adequate. FPL's financial profile is characteriaed by very healthy credit 
metrics, ample liquidity, and a management attitude toward credit quality that 

NextEra, the main subsidiary under unregulated Qroup Capital, engages in 

We believe the governance and financial policies used to manage risk are 
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supports ratings. Importantly, sophisticated, but complex, financial 
structures employed at the project level substantiate significant off-credit 
treatment of largely non-recourse debt at NeXtBra. h y  indication that FPL 
management. would.pse its own ..financial resources to. aid a-troubled project in-.;,. 
support of strategic objectives could lead Standard h Poor's to reevaluate the 
adjustments made to FPL's reported debt. Large adjustments are also factored 
into the credit analysis regarding hybrid debt instruments and power purchase 
agreements at FP&L. Adjusted credit metrics in current economic and market 
conditions support the 'intermediate' financial profile.. The metrics are 
expected to remain steady, including funds from operations (FFO) to debt of 
around 25% and debt-to-capitalization below 50%.  

Short-term credit factors 
The short-term rating on FPL is ' A - 2 ' .  FPL's available cash flow is not 
sufficient to fund its large capital expenditure plans and dividends and is 
expected to remain that way for the foreseeable future. FPL has ample 
liquidity with $6 .4  billion of revolving bank facilities maturing mainly in 
2013, and a $250 million revolving term loan maturing in 2011. Almost $4.4 
billion of liquidity was available as of Dec. 31, 2 0 0 9 ,  including $238 million 
of cash and equivalents on the balance sheet. The facilities support 
cmercial paper programs at FP&L and Capital and letters of credit. By 
analyzing a stress scenario to assess PPL's liquidity adequacy to cover 
exposure to adverse market and credit events, Standard & Poor's expects that 
the company has sufficient liquidity under those conditions. The company's 
maturity schedule subsides over time, with maturities peaking at over $2 
billion during 2011. 

. 

Outlook 
The outlook on BPL and subsidiaries is stable and reflects a business profile 
that is increasingly dominated by higher-risk merchant energy activities and a 
utility that still presents an above-average credit profile compared to its 
U.S. peers. We would consider a negative outlook if some combination of 
worsening regulatory risk at FP&L, deteriorating operational efficiency at 
NextEra, investment decisions that favor NextEra over PP&L to an even greater 
degree, or poor financial performance because of the Florida economy, 
unfavorable energy markets, or risk management missteps indicate that the 
credit profile is likely to decline. We could consider a positive outlook if a 
dramatic shift in the Florida economic, political, and regulatory environment 
appears to be sustainable over a long time horizon and affirmative steps are 
taken to reduce risk at NeXtEra. 

Related Research 
Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, 
RatingsDirect May 27,  2009 
Askessing U.5. Utility Regulatory Environments, RatingsDirB'ct. Nov. 7 ,  2008. 

Standard & Poor's I RatiaosDirecton the Global kadit Portal I March 11,2010 
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..'?/. . .. Ratings List 
Downgraded; Credit Watch/Outiook Action 

To 
FPL Group Inc. 
Corporate Credit Rating 

FPL Qroup Capital Inc. 
Florida Power & Light Co. 
corporate Credit Rating 

FPL Fuels Inc. 
Commercial Paper 

FPL Group Capital InC. 
senior Unsecured 
Junior Subordinated 
Commercial Paper 

PPL Group Capital Trust I 
Preferred Stock 

Florida Power & Light Co 
Preferred Stock 
commercial Paper 

A-/Stable/-- 

A-/Stable/A-2 

A- 2 

BBB+ 
BBB 
A- 2 

BBB 

EBB 
A-2 

Ratings Af firmed; CreditWatch/Gutlook Action 

Florida Power & Light Co. 
TO 

senior Secured A 
Recwery Rating I+ 

From 

A/Watch Neg/-- 

A/Watch Neg/A-I 

A-l/Watch Neg 

A-/Watch Neg 
BBB+/Watch Neg 
A-l/Watch Neg 

BBB+/Watch Neg 

BBB+/Watch Neg 
A-l/watch Neg 

From 

A/Watch Weg 
1 

Complete ratings information is available to RatingsDirect on the Global 
Credit Portal subscribers at www.globalcreditportal.com and RatingsDirect 
subscribers at www.ratingsdirect.com. A l l  ratings affected by this rating 
action can be found on Standard & Poor's public Heb site at 
www.Standardandpoors.com. Use the Ratings search box located in the left 
COlUnm. 
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... 
Rating &ion: M;iody's Mac& FPL Gr&p and Subsidiaries on Review for 
Downgrade 

Global Credit Research - 19 Jan 2010 

Approximately $12 Billion of Debt Securities Affected 

New York, January 19, 2010 -- Moody's Investors Service placed the long- 
term ratings of FPL Group, Inc. (A2 Issuer Rating); Florida Power & Light 
Company (A1 Issuer Rating), and FPL Group Capital Inc. (A2 senior 
unsecured) on review for possible downgrade. Moody's also placed FPL 
Group Capital's Prime-1 short-term rating for commercial paper on review 
for possible downgrade. Florida Power & Light Company's Prime-1 short- 
term rating for commercial paper is not on review, as Moody's anticipates 
that the review will not result in more than a one notch downgrade of the 
ratings of Florida Power & Light Company. The review of the ratings of FPL 
Group and FPL Group Capital could result in a multi-notch downgrade. 

'The review for downgrade of the ratings of FPL Group and its subsidiaries 
is prompted by the heightened risk to investors caused by a decline in the 
political and regulatory environment for investor owned utilities operating 
in Florida, which led to last week's rate case decision, and continued 
challenging economic conditions throughout the state" said Michael G. 
Haggarty, Vice President and Senior Credit Officer. FPL Group's regulated 
utility subsidiary Florida Power & tight Company was granted minimal rate 
relief In the first rate case decided by a newly constituted Florida Public 
Service Commission at a time when the utility planned substantial 
investments for transmission and distribution improvements and new 
generation. 

The FPSC overruled its staff recommendations in several respects, 
including return on equity and storm fund accruals, and cut back the 
utility's rate request in a number of areas, induding compensation and 
several operating expense categories. Moody's views the FPSC's decision 
as somewhat understandable given the difficult Florida economy and 
commissioners' sensitivity to  increasing customer bills in this environment. 
Moody's notes that several commissioners made comments regarding their 
willingness to grant more meaningful rate relief once the Florida economy 
improves. 



The rate case was plagued by delays and kntroversy caused by polltlcal 
intervention in regulatory process, which was unprecedented in the state 

relief.and interfering in independehce of the regulated process. The' 
appointment of two new commissioners In the late stages of the rate case, 
after testimony had been completed, significantly increased the level of 
uncertainty regarding the rate case outcome, an outcome that was 
ultimately detrimental to the credit quality of the Florida Power & Light 
Company. As a result of these developments, Moody's now views the 
Florida utility regulatory environment as substantially less constructive 
and predictable than it has been historically, increasing the level of risk to 
investors going forward. 

The review for downgrade of the ratings of FPL Group Capital primarily 
reflects the review for downgrade of FPL Group, which unconditionally 
guarantees all of the debt and contractual obligations of FPL Group 
Capital, and the higher risk characterizing the consolidated organization 
partly caused by the regulatory, political, and financial challenges now 
faang the utility; The review for downgrade of FPL Group and FPL Group 
Capital also reflects the lower consolidated cash flow coverage ratios 
experienced by FPL Group in recent years and the higher debt incurred in 
over the last two years a t  both FPL Group Capital and NextEra Energy 
Resources to  flnance wind project development and other capital 
expenditures. Moody's expects NextEra's large capital expenditure 

the next several years, increasing the proportion of debt at FPL Group's 
unregulated subsidiaries compared to the utility. 

The review will focus on the impact that both the rate case decision will 
have on the finandal condition and cash flow coverage metrlcs of both the 
utility and the consolidated FPL Group organization; the measures the 
utility can take to  offset the negative impact of the rate case decision, 
Including deferrals or cutbacks In capital expenditure plans (some already 
announced); and the company's debt, dividend and operating expense 
plans going forward. The review will also consider the company's growth 
plans at NextEra, their anticipated method of financing this growth, and 
the financial and operating performance of the company's unregulated 
generating portfolio, particularly considering the recently weak 
performance of its Texas 'merchant generating assets and lower than 
expected wind resoure.. Finally; the review will consider economic 
conditions in the.state of Florida and the prospects for an economic 
recovery over the near, to.lntermediate term. 

... . ... . ,.. . . of Florida, with the Governor vocally opposing the utili,tfs request for rate .. . 

program to continue to require substantial additional debt financing over . .  



The last rating actions on FPL Group, Florida Power & tight Company, and 
FPL Group Capital were on October 31,2006, when their rating outlooks 
were changed to stable from negative. 

The principal methodology used in rating these issuers was Regulated 
Electric and Gas Utilities, which can be found at  www.moodys.com in the 
Credit Policy and Methodologies directory, in the Rating Methodologies 
subdirectory. Other methodologies and factors that may have been 
considered in the process of rating these issuers can also be found in the 
Credit Policy & Methodologies directory. 

Ratings under review include: 

FPL Group, Inc.'s A2 Issuer Rating; 

Florida Power & Light Company's Aa2 senior secured; A I  Issuer Rating; 

FPL Group Capital's A2 senior unsecured; A3 junior subordinated; and 
Prime-1 short-term rating for commercial paper; and the A3 trust 
preferred rating of FPL Group Capital Trust I. 

FPL Group, Inc. is a parent holding company for regulated utility Florida 
Power & Light Company and unregulated subsidiaries FPL Group Capital 
Inc and NextEra Energy Resources, LLC (unrated) and is headquartered in 
June Beach, Florida. 

New York 
Michael G. Haggarty 
VP ~ Senior Credit Officer 
Infrastructure Finance Group 
Moody's Investors Service 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

New York 
William L. Hess 
Managing Director 
Infrastructure Finance Group 
Moody's Investors Service 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553- 1653 



CREDIT WINGS ARE MISS CURRENT OPINIONS OF THE REWNE FUTURE 
CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-UKE 
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK T W  AN ENTITY MAY 
NOT MEET ITS CONTRACTUAL, FINANCIAL OBuo#nOhS AS THEY COME DUE 
AND ANY ESlIMTED RNANCW LOSS IN THE EVENT OF DEFAULT. CREDIT 
WINGS DO NOT ADDRESS ANY OTHER WSK, INCLUDING BUT NOT LIMITED 
TO LIQUIDITY RISK, MARKIT VALUE RISK, OR PRICE VOWIUM. CREDIT 
WINGS ARE NOT STNEMENTS OF CURRENT OR HISTOWCAL FACT. CREDIT 
RPJlNGS DO NOT CONSTITUTE INVESTMENT OR RNANCW ADVICE, AND 
CREDIT WINGS ARE NOT RECOMMENDATIONS TO FURCHASE, SELL, OR 
HOLD PARTlCULAR SECURITIES. CREMT WINGS DO NOT COMMENT ON 
THE SUITABILITY OF AN INVESTMENT FOR ANY PAlTTlCULAR INVESTOR MIS 
ISSUES ITS CREDIT RATINGS WrrH THE EXPECTMION AND UNDERSTANDING 
THPir EACH INVESTOR WILL MAKE ITS OWN STUDY AND RIALUNION OF 
EACH SECURITY T W  IS UNDER CONSlDElWlON FOR PURCHASE, HOLDING, 
OR SALE. 

0 Copyright 2010, Moody's Investors Service, Inc. and/or its licensors including 
Moody's Assurance Company, Inc. (together, "MOODY'S"). All rights reserved. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGKT LAW 
AND NOM OF SUCH INFORMATION MAY BE COPIED OR OTHEFWISE 
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, 
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT 
USE F O R M  SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT 
MOODY'S PRIOR WRITEN CONSEM. All information contained herein is obtained 
by MOODY'S from sources believed by it to be accurate and reliable. Because of the 
possibilty of h m n  or mechanical errw as well as other factors, however, such 
information is provided "as is" without warranty of any kind and MOODY'S, in 
particular, makes IX) representation or warranty. express or implied, as to the 
accuracy, timeliness, completeness, merchantability or fdness for any particular 
purpose of any such information. W e r  no circumstances shall MOODY'S have any 
liability to any person or entity for (a) any loss or damage in whole or in part caused 
by, resldting from, or relating to, any error (negligent or otherwise) or other 
circumstance or contingency within or outside the control of MOODYS or any of its 
directors, officers, employees or agents in connection with the procurement, collection, 
compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or 
incidental damages whatsoever (including without limitation, lost proT?ts), ewn if 
MOODY'S is advised in advance of the possibfky of such damages, resuiting fr6m the 



use of or inability to use, any such irformation. The credit ratings and fi&ncial 
reporting analysis observations, if any, constiuting part of the information contained 
herein are, and must be construed solely as, statements of opinion and not statements 
offact or recommndatiok to putchase. sell or hdld anysecurities. NO WARRAMV, 
EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS. 
MERCHANTABILITY OR FJTNESS FOR ANY PARTICULAR PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY 
MOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion 
must be weighed solely as one factor in any investment decision. made by or on behalf 
of any user of the information contained herein, and each such user must accordingly 
make its own study and evaluation of each security and of each issuer and guarantor 
of, and each provider of credit support for, &ch security that it may consider 
purchasing, holdirg or selling. 

MOODY'S hereby discloses that most issuers of debt securities (inclucting corporate 
and municipal bonds, debentures, notes and commercial paper) and preferred stock 
rated by MOODY'S have, prior to assignment of any rating, agreed to pay to 
MOODY'S for appraisal and rating setvices rendered by it fees ranging from $1,500 to 
approximately $2,400,000. Moody's Corporation (MCO) and ks wholly-owned credfi 
rating agency subsidiary, Moody's Investors Service (MIS), also maintain policies and 
procedures to address the independence of MISS ratings and rating processes. 
Information regard@ certain affiiitions that may exist between directors of MCO and 
rated entitles, and between entities who hold ratings from MIS arid have also pubiiW 
reported to the SEC an ownership interest in MCO of more than 5%, is posted 
annually on Moody's website at !myw,mmdys.cQm under the heading "Shareholder 
Relations - Corporate Governance - Director .and Shareholder Affiliation Policy." . .  . .  
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FITCH PLACES FLORIDA POWER & LIGET AND JPL GROUP 
ON WATCH NEGATIVE 

Fitch. Ratings-Ney York-12 January 2010: Fitch Ratings has placed the ra*gs of FPL Gqup, Inc. 
(FPL), FPL Group Capital, Inc. (Group Capital) and Florida Power & Light Company (FP&L) on 
Rating Watch Negative. The action is taken in response to the adverse decision by the Florida 
Public Service Commission (FPSC) on Jan. 11 in the Progress Energy plorida (PEF) rate case and 
the greater possibility of a poor outcome of the pending FP&L rate uw; to be determined by the 
FPSC on Jan. 13. The change in status a f f m  approximately $11 billion of securities. A complete 
list ofratings affected is set forth below. 

The restrictive result in the PEF case indicates that regulatory risk in Florida has been heightened in 
a state that Fitch had formerly considered particularly supportive of financially sound utilities and 
strong credit ratings. Over the past several years, the ratbsetting policies and p r a ~ t i ~ e ~  of the FPSC 
have allowed FP&L to maimain strong credit ratings despite large capital investments for 
infrastncture expansion and improvements and the recessionary effects on sales. In Fitch's most 
recent review of the ratings of the companies in the FPL Group on Oot. 29,2009, flumation of the 
ratings and Stable Rating outlook for FP&L, FPL, and Group Capital were predicated upon the 
assumption that the outcome of FP&L's contentious and politicized pending base rate proceedings 
would have a balanced result despite the turbulent regulatory enviroment in Florida. The Stable 
.Outlook for Fp&L also asswned that the FPSC would maintain .existing tracker mechanisms that 
provide periodic reset for recwery of many expense categories. Fitch also noted that FPL Group's 
consolidated credit measures are wlnerable to erosion if FP&L's fuayc cash flow is materially 
weakened by an adverse FP&L base rate order. 

Fitch expects to resolve the Rating Watch Negativc after analyzing the results of the FPSC rate 
order and any modifications in corporate investment, operating and maintenance plans, or capital 
structure that FPL management may implement in response to the commission's order. 

Fitch's summary of the PET base rate decision is included in a separate release, %itch Places 
Ratings of Florida Power Corp on Rating Watch Negative', also published today. 

FPL (IDR 'A') relies upon the combmed sources of cash flow available to the group from FP&L and 
from Group Capital, owner of NextEra, a developer and owner/opcratoi of power generatim.assets. 
Group Capital is an intexmediate holding company that owns and funds Don-utility investments, 
primarily in NextEra. Group Capital's ratings reflect the unconditional and irrevocable gumantee by 
its parent FPL, and thns tbey cany the same ratings as FPL. FP&L (IDR 'A') has been the core or 
anchor of the consolidaled group, but growth of NatEra accelerated over the past five years. 
NextEra's share of FPL net income is estimated at approximately haif of consolidated 2009 net 
income, up *om roughly 20% in 2004. An unfavorable outcome of FPBrL's pending rate case that 
materially reduces Ihe utility's 2010-201 1 o p t i n g  cash flow could cause the utility conhibution to 
the group consolidated results to diminish fbher. 

Fitch places the following ratings on Rating Watch Negative: 

. ,~... 

FPL Group, Inc. 
. -1- Default Rating (IDR) 'A'. 

FPL G m u ~  Caoital. Inc. . . .  
--IDR 'AI; 
--Short-term DDR and commercial p p e r  TI'. 
4enior  unsecured debentures 'A': 

i 

-Jr. Subordinate hybrids 'A-'. 

FPL Oroup Capital Trust 1 



. .  

--Trust preferred stock 'AI. 

Florida Power & Light Company 
-IDR 'A'; 
--Short-t& IDR and commercial paper 'Fl'. 
-First mortgage bonds 'AA-'; 
--Unsecured pollution control revenue bonds 'A+'. 

TI& rating nctions reflect &application of Fitch's c&& critena which are available at 
'www.fitchratings.com' and specificaUy include the following reports: 

-'Corporate Rating Methodology' Wov. 24, 200s); 
-'Credit Rating Guidelines for Regulakd Utility Companies' (July 31,2007); 
-'US. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines' 
(Aug. 22,2007). 

Contact: Ellen Lapson. CFA+1-212-908-0504 or Sharon Bonelli +1-212-90&0581,NewYorlc 

Media Relations: Cindy Stoller. New York, Tel: +l 212 908 0526, Email: 
c indy.s toU~f i tchrat in~.~m.  

Additional information is available at 'www.fitcbtings.com'. 

.. . - .  ... ..:. .... .. . . .  

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAM LIMITATIONS AND 
DISCLAIMERS. PLEASE READ THESE LIMlTATIONS AND DISCLAIMERS BY 
FOLLOWING . ' THIS LINK. 
H T I P : / I F I T C ~ ~ G S . C O ~ E ~ T A N D M G C R E D ~ T I N ~ S .  IN ADDITION, 
R4TMG D-ONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE 
ON ?HE AGENWS PUBLIC WEBSITE 'WWWPITCHRATINGS.C. PUBLISHED 
RATINGS, CRITERIA AND METHODOLOGIES ARB AVAILABLE FROM THIS SITE AT 
ALL TTMES. PITCH'S CODE OF CONDUCT, CONFJDENTIALITY, CONFLICTS OF 
INTEREST, AFFILlATB FIREWALL, COMFLIANCB AND OTHER RELEVANT POLICIES 
AND PROCEDURES ARE ALSO AVAILABLE FROM THE %ODE OF CQNDUCT SECTION 
OF THIS SITE. 


