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Dorothy Menasco

From: Lindo, Jacqueline E. [JacquelineLindo@andrewskurth.com]

Sent: Thursday, December 13, 2012 3:34 PM

To: Filings@psc.state.fl.us

Subject: 120015-El Notice of SFHHA's Agreement to Revised Stipulation and Settlement

Importance: High
Sensitivity: Confidential
Attachments: Dkt. No. 120015-El- Notice of SFHHA Agreement to Revised Stipulation and Settlement.pdf

Electronic Filing

a. Person responsible for this electronic filing:
Kenneth L.Wiseman

Andrews Kurth LLP

1350 I Street, NW

Suite1100

Washington, DC20005

202-662-2715 (phone)

202-662-2739(fax)

b. Docket No. 120015-EI.

g Document being filed on behalf of South Florida Hospital and Healthcare Association
(SFHHA).

d. There is a total of 24 pages.

& The document attached for electronic filing is Notice of South Florida Hospital and

Healthcare Association of Agreement to Revised Stipulation and Settlement.
(See attached Notice of South Florida Hospital and Healthcare Association of Agreement to

Revised Stipulation and Settlement.pdf)

Thank you for your attention to this request.

Jacqueline Lindo
Legal Secretary

Andrews Kurth LLP

1350 | Street, NW, Suite 1100
Washington, DC 20005
202.662.3030 Phone
jacquelinelindo@andrewskurth.com
andrewskurth.com
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Confidentiality Notice: The information contained in this e-mail and any attachments to it may be legally O b,
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privileged and include confidential information intended only for the recipient(s) identified above. If you are
not one of those intended recipients, you are hereby notified that any dissemination, distribution or copying
of this e-mail or its attachments.is strictly prohibited. If you have received this e-mail in error, please notify
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the sender of that fact by return e-mail and permanently delete the e-mail and any attachments to it immediately. Please do not retain,
copy or use this e-mail or its attachments for any purpose, nor disclose all or any part of its contents to any other person. Thank you.

Confidentiality Notice: The information contained in this e-mail and any attachments to it may be legally privileged
and include confidential information intended only for the recipient(s) identified above. If you are not one of those
intended recipients, you are hereby notified that any dissemination, distribution or copying of this e-mail or its
attachments is strictly prohibited. If you have received this e-mail in error, please notify the sender of that fact by return
e-mail and permanently delete the e-mail and any attachments to it immediately. Please do not retain, copy or use this
e-mail or its attachments for any purpose, nor disclose all or any part of its contents to any other person. Thank you

Treasury Circular 230 Disclosure: Any tax advice in this e-mail (including any attachment) is not intended or written to
be used, and cannot be used, by any person, for the purpose of avoiding penalties that may be imposed on the person. If
this e-mail is used or referred to in connection with the promoting or marketing of any transaction(s) or matter(s), it
should be construed as written to support the promoting or marketing of the transaction(s) or matter(s), and the
taxpayer should seek advice based on the taxpayer's particular circumstances from an independent tax advisor.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for increase in rates by ) Docket No. 120015-EI
Florida Power & Light Company. )
)

NOTICE OF SOUTH FLORIDA HOSPITAL AND HEALTHCARE ASSOCIATION
OF AGREEMENT TO REVISED STIPULATION AND SETTLEMENT

The South Florida Hospital and Healthcare Association (“SFHHA”) hereby provides
notice that it has agreed to the Stipulation and Settlement filed in the above-captioned case, as
revised on December 13, 2012. A copy of the revised the Stipulation and Settlement, executed
by SFHHA, is attached hereto.

/s/ Kenneth L. Wiseman
Kenneth L. Wiseman

Mark F. Sundback

Lisa M. Purdy

William M. Rappolt

J. Peter Ripley

Blake R. Urban

Andrews Kurth LLP

1350 I Street NW

Suite 1100

Washington, DC 20005
Phone: (202) 662-2700

Fax: (202) 662-2739
kwiseman(@andrewskurth.com
msundback@andrewskurth.com
Ipurdy@andrewskurth.com
wrappolt@andrewskurth.com
pripley@andrewskurth.com
burban@andrewskurth.com

Attorneys for the South Florida Hospital and Healthcare Association

December 13, 2012
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CERTIFICATE OF SERVICE
DOCKET NO. 120015-EI

[ HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished by

electronic mail and U.S. mail te the following parties on this 13th day of December, 2012:

Florida Power & Light Company
Ken Hoffman

R. Wade Litchfield

2135 South Monroe Street, Suite 810
Tallahassee, FL. 32301-1858
Phone: (850) 521-3900

Fax: (850) 521-3939

Email: ken.hoffman@fpl.com

Florida Retail Federation

Robert Sheffel Wright

John T. LaVia, III

Gardner, Bist, Wiener, Wadsworth, Bowden,
Bush, Dee, LaVia & Wright, P.A.

1300 Thomaswood Drive

Tallahassee, FL 32308

Phone: (850) 385-0070

Fax: (850) 385-5416

Email: schef@gbwlegal.com

Florida Power & Light Company
John T. Butler

700 Universe Boulevard

Juno Beach, FL 33408-0420
Email: John.Bulter@fpl.com

JR. Kelly

Joseph A. McGlothlin

Office of Public Counsel

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400
Phone: (850) 488-9330

Fax: (850) 487-6419

Email: KELLY.JR@leg.state.fl.us

Florida Industrial Power Users Group

Jon C. Moyle, Jr.

Vickie Gordon Kaufinan

Keefe Anchors Gordon & Moyle, PA

118 North Gadsden Street

Tallahassee, FL 32301

Phone: (850) 681-3828

Fax: (850) 681-8788

Email: jmoyle@kagmlaw.com
vkaufman@kagmlaw.com

Jennifer Crawford

Keino Young

Florida Public Service Commission

Division of Legal Services

2540 Shumard Oak Boulevard

Tallahassee, FL 32399

Phone: (850) 413-6199

Email: JCRAWFORD@PSC .state.fl.us
KYOUNG@PSC.state.fl.us

WAS:190025.1
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Robert H. Smith

11340 Heron Bay Blvd. #2523
Coral Springs, FL 33076
Email: rpjrb@yahoo.com

Charles Milsted, Associate State Director
200 West College Avenue

Tallahassee, FL 32301

Phone: (850) 577-5190

Email: CMilsted@aarp.org

Federal Executive Agencies

Christopher Thompson

Karen White

c/o AFLOA/JACL-ULFSC

139 Barnes Drive, Suite 1

Tyndall Air Force Base, FL 32403
Email: chris.thompson.2@tyndall.af.mil

John W. Hendricks

367 S Shore Dr.

Sarasota, FL 34234
Telephone: (941) 685-0223

Email: jwhendricks@sti2.com

Mr. & Mrs. Daniel R. Larson -
16933 W. Harlena Dr.
Loxahatchee, FL 33470

Phone: (561) 791-0875

Email: danlarson@bellsouth.net

Susan F. Clark

Florida Bar No. 0179580

Radey Thomas Yon & Clark, P.A.
301 South Bronough Street, Suite 200
Tallahassee, Florida 32301

Email: s(:lark@radeylaw.cbm

Thomas Saporito

6701 Mallards Cove Rd, Apt. 28H
Jupiter, Florida 33458

Email: saporito3@gmail.com

Lisa C. Scoles

Radey Thomas Yon & Clark, P.A.
301 South Bronough Street, Suite 200
Tallahassee, Florida 32301

Email: Iscoles@radeylaw.com

Ms. Karen White
Federal Executive Agencies
AFLOA/JACL-ULFSC

139 Barnes Drive, Suite 1
Tyndall Air Force Base, Florida 32403
Email: karen.white@tyndall.af.mil

Paul Woods, Quang Ha, Patrick Ahlm
Algenol Biofuels Inc.

28100 Bonita Grande Drive,

Suite 200 Bonita Springs, FL 24135

Email: Intervenor-proceeding@algenol.com
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William C. Garner, Esq.

Brian P. Armstrong, Esq.
Nabors, Giblin & Nickerson, P.A.
1500 Mahan Drive, Suite 200
Tallahassee, Florida 32308

Email: bgarner@ngnlaw.com

Cynthia A. Everett, Esq.
Village Attorney

Dadeland Square

7700 N. Kendall Dr. Ste. 703
Miami, FL 33156-7591

Email: cae@caeverett.com

Larry Nelson
312 Roberts Road Nokomis,
Nakomis, FL 34275

Email: seahorseshoresl@gmail.com

Glen Gibellina
7106 28th Street East
Sarasota, FL. 34243

Email: glenfede@yahoo.com

WAS:190025.1

/s/ Kenneth L. Wiseman

Kenneth L. Wiseman
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for increase in rates by

) Docket No. 120015-EI
Florida Power & Light Company. )
)

STIPULATION AND SETTLEMENT

WHEREAS, Florida Power & Light Company (“FPL” or the “Company”), the Florida
Industrial Power Users Group (“FIPUG”), the South Florida Hospital and Healthcare Association
, (“SFHHA”) and the Federal Executive Agencies (“FEA”) have signgd this Stipulation and
Settlement (the “Agreerhent”; unless the context clearly requires otherwise, the term “Party” or
“Parties” means a signatory to this Agreement); and

WHEREAS, on February 1, 2011, the Florida Public Service Commission (“FPSC” or
“Commission”) entered Order No. PSC-11-0089-S-EI approving a stipulation and settlenient of
FPL’s rate case in Docket Nos. 080677-EI and 090130-EIL, which continues in effect through the
last billing cycle in December 2012 (the “2010 Rate Case Stipulation™); and

WHEREAS, on March 19, 2012, FPL petitioned tﬁe Commission for an increase m base
rates of approximately $516.5 ﬁlillion to be effective on January 1, 2013 following th‘e expiratip'n
of the 2010 Rate Case Stipulation, for a step increase of $173.9 million to be effectivé upon tﬁe
commercial in-service date of the Canaveral Modernization Project (scheduled to be June 1,
2013), and for other related relief (the “2012 Rate Petition™); and

WHEREAS, the Parties have filed voluminous prepared testimony with accompanying

exhibits and conducted extensive discovery; and



WHEREAS, the Parties recognize that this is a period of substantial economic
uncertainty, in which eponomic development and job creation are vitally important to the state of
Florida; and

WHEREAS, the_' Parties to this Agreement have undertaken to resolve the issues raised in
these proceedings so as to maintain a degree of stability and predictability with respect to FPL'’s
base rates and charges, as well as to promote economic developmeﬁt, job Creatiqn and stability;

NOW | THEREFORE, in consideration of tﬁe foregoing and the covenants contained

herein, the Parties hereby stipulate and agree:

1. This Agreement will become effective on the first billing cycle of January 2013 (the
“Implementation Date”) and continue through the last billing cycle in December 2016
(the period from the Implementation Date through the last billing cycle in December

2016 may be referred to herein as the “Term”).

2. FPL’s authorized rate of return on common equity (“ROE”)'shall be a.range of 9.50% to
11.50%, with a mid-point of 10.50%. FPL’s authorized ROE range and mid-point shall

be used for all purposes during the Term.

3. (a)  Upon the Implementation Date and effective with the first billing cycle in January .
2013, FPL shall increase its base rates and service charges by an amount that is intended
to generate an additional $350 million of annual revenues, based on the projected 2013

test year billing determinants reflected in the Minimum Filing Requirements (“MFRs”)



filed with the 2012 Rate Petition, and in the respective amounts and manner shown on
Exhibit A, attached hereto.

(b) Attached hereto as Exhibit B are tariff sheets for new base rates and service
charges that implement the $350 million rate increase describeci in Paragraph (3Xa)
above, which tariff sheets shall become eff'ective on the first billing cycle of January
2013. The new base rates reflected in the attached tariff sheets are based on the billing
deterrninants, cost of service allocatiéns and rate design in the MFRs accompanying the
2612 Rate Petition and include additional adjustments, all of which are reflected in
Exhibit A; provided, however, that: (i) the allocation of revenue responsibility for the
base customer and energy charges for the residential rate class (i.e., RS(T);l) shall be
reduced by an additional $18 million; (ii) the minimum late payment charge shall be
$5.00; and (iii) consistent with FPL'’s recently approved revised Economic Developmént
Rider and to promote further economic development and job creation, (A) the energy and
demand charges for business and commercial rates are adjusted as shown in Exhibit B,
and (B) the utility-controlled demand credits. for largé commercial and industrial
. customers in the new CILC and CDR rates are greafer than the credits reflected in such
MFRs, and the relationship between the non-fuel energy and .dema_nd charges in the CILC
rates are revised. FPL shall be entitled to recover the increased CILC and CDR credits
through the energy conservation cost recovery (‘;ECCR”) clause.

(©) Base rates set in accordance with this Paragraph 3 shall not be changed during the

Term except as otherwise permitted in this Agreement.



Nothing in this Agreeinent shall preclude FPL from requesting the Commission to
approve the recovery of costs that are recoverable through base rates under the nuclear
cost recovery statute, Section 366.93, Florida Statutes, and Commission Rule 25-6.0423,
F.A.C.b Parties may participate in nuclear cost recovery proceedings and proceedings

related thereto and may oppose FPL’s requests.

(a) Nothing in this Agreement shall preclude FPL from petitioning the Commission
to seek recovery of costs associated with any storms without the application of any form
of earnings test or measure and irrespective of previous or current base rate earnings or
level of theoretical depreciation reserve. Consistent with the rate design method set forth
in Order No. PSC-06-0464-FOF-EI, the Parties agree that recovery of storm costs from
customers will begin, on an interim basis, sixty days following the filing of a cost
recovery petition and tariff with the Commission and will be based on a 12-month
recovery period if the storm costs do not exceed $4.00/1,000 kWh on monthly residential
* customer bills. In the event the storm costs exceed that level, any additional cosfs m
excess of $4.00/1,000 kWh shall be recovered in a subsequent year or years as
de;ermined by the Commission. All storm related costs subject to interim recovery under
this Paragraph 5 shall be calculated and disposed of pursuant to Commission Rule 25-
6.0143, F.A.C., and will be limited to costs resulting from a tropical system named by the -
National Hurricane Center or its successor, to the estimate of incremental costs above the
level of storm reserve prior to the storm and to the replenishment of the storm reserve to
the level as of the Implementation Date. The Parties to this Agreement are not precluded

from participating in any such proceedings and opposing the amount of FPL’s claimed |



costs but not the mechanism agreed to herein.

(b)  The Parties agree that the $4.00/1,000 kWh cap in this Paragraph 5 will apply in
aggregate for a calendar year; provided, however, that FPL may petition the Commiséién ’
to allow FPL to increase the initial 12 month recovery beyond $4.00/1,000 kWh in the
event FPL incurs in excess of $800 million of storm recovery costs that qualify for
recovery in a given calendar year, inclusive of the amount needed to replenish the storm
reserve to the level that existed as of the Implementation Date. All Parties reserve their
right to oppose such a petition. |

(©) The Parties expressly agree that any proceeding to recover costs associated with
any storm shall not be a vehicle for a “rate case” type inquiry concerning the expenses,
investment, or financial results of operations of the Company and shall not apply any
form of earnmgs test or measure or consider previous or current base rate earnings or

level of theoretical depreciation reserve.

Nothing shall preclude the Company from requesting the Commission to ;lpprove’_the
recovery of costs (a) that are of a type which traditionally and historically would be, have
been, or are presently recovered through cost recovery clauses or surcharges, or (b) that
are incremental costs ﬁot currently recovered in base rates which the Législature or
Commission determines are clause recoverable subsequent to the approval of this
Agreement. It is the intent.of the Parties in this Paragraph 6 that FPL not be allowed to
recover through cost recovery clauses increases in the magnitude of costs of types or
categories (including but not limited to, for example, investment in and maintenance of

transmission assets) that have been and trad'itionally, historically, and ordinarily would be |



recovered through base rates. it is further the intent of the Parties to recognize that an
authorized governmental entity may impose requirements on FPL involiring new or
atypical kinds of costs (including but not limited to, for example, requirements related to
cybersecurity or the requirements for seismic and flood protection at nuclear -plants
arising out of the Fukushima Daiichi event), and concurrently or in cennection with the
imposition of such requirerﬁents, the Legislature and/or Commission may authorize FPL
to recover those related costs through a cost recovery clause. No,thing in this Agreement
shall affect the shifts from clause to base rate recovery and from base rate to clause
recovery that were set forth in the 2012 Rate Petition and accompanying MFRs.

(a) FPL will continue throughout the Term to recover the annual non-fuel revenue
requirements for West County Unit 3 via its capacity cost recovery clause (the “Capacity
Clause™) in the manner provided in the 2010 Rate Case Stipulation; provided, however,
that commencing upon the Implementation Date, such recovery shall not be limited to the

projected fuel cost savings for West County Unit 3.

(b)  The revenue requirements associated with West County Unit 3 quantified
pursuant to this paragraph shall be allocated to customer classes utilizing the same cost of
service and rate design methodology reflected in the MFRs accompanying the 2012 Rate

Petition.

(c) FPL’s right to recover the non-fuel revenue requiremeﬁts for West County Unit 3
pursuant to this Paragraph 7 shall survive termination of this Agreement and shall

continue until such time as new base rates are authorized for FPL that are based on a test



year that reflects the then applicable non-fuel revenue requirements for West County Unit

3.

(@  FPL projects that the following three power plant modernization projects will
enter commercial service while this Agreement is in effect: the Cﬁnaveral vModemization
Project (projected to go .into service June 2013), the Riviera Modernization Project
(projected to go into service June 2014), and the Port Everglades Modernization Project
(projected to go in service June 2016). For each of these three modemization projects,
FPL's base rates will be increased by the annualized base revenue requirement for the
first 12 months of operation (the “Annualized Base Revenue Requirement”). For the
Canaveral Modernization Project, the Annualized Base Revenue Requirement shall be as
reflected in the 2012 Rate Petition and accompanying MFRé; for the Riviera and Port
" Everglades Modernization Projects, the Annualfzed Base Revenue Requirement shall
reflect the costs upon which the cumulative present value of revenue requirements was
predicated, and pursuant to which a need determination was granted by the Commission.
Each such base rate adjustment will be referred to as a Generation Base Rate Adjustment
(“GBRA”).
(b)  Each GBRA is to be reflected on FPL’s customer bills by increasing base charges
and base credits by an equal percentage contemporaneously. The calculation of the
percentage change in rates is based. on the ratio of the jurisdictional Annualized Base
Revenue Reqﬁirement and the forecasted retail base revenues from the sales of electricity

(excluding West County Unit 3 revenues) during the first twelve months of operation.



FPL will begin applying the incremental base rate charges and base credits for each of the
three modernization projects to meter readings made on and after the commercial in-
service date of that modernization project.

(c) Each GBRA will be calculated using a 10.50% ROE and the capital structure
reflected in the Cémaveral Step Increase MFRs accompanying the 2012 Rate Petition.
FPL will calculate and submit for Commission confirmation that amount of the GBRA
for each modernization project using the Capacity Clause projection filing for the year
that modernization project is to go into service.

(d) In the event that the actual capital expenditures are less than the projected costs
used to develop the initial GBRA factoi, the lower figure shall be the basis for the full
revenue réquirements’ and a one-time credit will be made through the Capacity Clause. In
order to determine the amount of this credit, a revised GBRA. Fac;or will be computed
using the same data and methodology incorporated in the initial GBRA factor, with the
exception that the actﬁal capital expenditures will be used in lieu of the c#pital
expenditures on which the Annualized Base Revenué Requirement was based. On a
going forward basis, base rates will be adjusted to reflect the revised GBRA factor. The
difference between the cumulative base revenues since the implementation of the initial
GBRA factor and the cumulative base revehues that would have resulted if the revised
GBRA factor had been in-place dﬁring the same time period will be credited to customers
through the Capacity Clause with interest at the 30-day commercial paper rate as
specified in Rule 25-6.109, F.A.C.

(¢)  In the event that actual capital costs for a modernization project are higher than

the projection on which the Annualized Base Revenue Requirement was based, FPL at its



option may initiate a limited proceeding per Section 366.076, Florida Statutes, l'imited. to
the issue of whether FPL has met the requirements of Rule 25-22.082(15), F.AC. If the
Commission finds that FPL has met the requirements of Rule 25-2é.082(15), then FPL |
shall increase the GBRA by the corresponding incremeﬁtal revenue réquirement due to
such additional cépital costsT However, FPL’s election not to éeek such an increase in the
GBRA shall not preclude FPL from booking any incremental costs for surveillance
reporting and all regulatory purposes subject only to a finding of imprudence or
disallowance by the ‘Commission. Any Party may participate in any such limited
proceeding for the purpose of challenging whether FPL has met the requirements of Rule
25-22.082(15).

() Upon expiration or termination of this Agreement, FPL’s base rate levels,
including the effects of the GBRAs as implemented iﬁ this Agreement (i.e., uniform
percent increase for all rate classes applied to base revenues) for each of the
modernization projects that achieved commercial in-service operation during the term of

this Agreement, shall continue in effect until next reset by the Commission.

(a) Notwithstanding Paragraph 3 2.lb0VC, if FPL’s earned return on common equity
falls below 9.50% during the Term on an FPL monthly earnings surveillance report stated
on an FPSC actual, adjusted basis_, FPL may petition the FPSC to amend its base rates,
either as a general rate proceeding under Sections 366.06 and 366.07, Florida Statutes,
and/or as a limited proceeding under Section 366.076, Florida Statutes. (Throughout this

Agreement, “FPSC actual, adjusted basis” and “actual adjusted earned return” shall mean

10



10.

results reflecting all adjustments to FPL’s books required by the Commissioﬁ by rule or
order, but excluding pro forma, weather-related adjustments.) If FPL files a petition to
initiate a géneral rate proceeding pursuant to this provision, FPL may request an interim
rate increase pursuant to the provisions of Section 366.071, Florida Stafutes. The other
Parties to this Agreement shall be entitled to participate in any proceeding initiated by
FPL to increase base rates pursuant to this paragraph, and may oppose FPL'’s request.

(b)  Notwithstanding Paragraph 3 above, if FPL’s earned return on common equity
exceeds 11.50% during the Term on an FPL monthly earnings surveillance report stated
on an FPSC actual, adjusted basis, any other Party shall be entitled to petition the
Commission for a review of FPL’s base rates. In any case initiated by FPL or any other
Party pursuant to this paragraph, all parties will have full rightg confer;ed by law.

(c) Notwithstanding Paragraph 3 above, this Agreemeht shall terminate upon the
effective date of any final order issued in any such pfoceeding pursuant to this Paragraph
9 that changes FPL’s base rates prior to the last billing cycle of Decefnber 2016.

(d) This Paragraph 9 shall not (i) be construed to bar or limit FPL to any recovery of

. costs otherwise contemplated by this Agreement; (ii) apply to any request to change

FPL’s base rates that would become effective after this Agfeement terminates; or (iii)
limit any Party’s rights in proceedings concerning changes to base rates that would
become effective subsequent to the termination of this Agreement to argue that FPL’s

authorized ROE range should be different than 9.50% to 11.50%.

(a) In Order No. PSC-10-0153-FOF-EI, the Commission determined a nét theoretical

depreciation reserve surplus in the total amount of $894 million (the “Total Depreciation

11



Reserve Surplus”). The Commission directed FPL to amortize the Total Depreciation
Reserve Surplus over four years, ending in 2013. Pursuant to thé 2010 Rate Case
Stipulation, the Parties therein agreed that in each yeaf during the term of that agreement,
FPL would have discretibn to vary the amount of amortization 6f Total Depreciation
Reserve Surplus taken in that year, subject to certain limitations. As a result of FPL’s
actual and projected discretionary ambrtization during 2010-2012, the 2012 Rate Petition
and accompanying | MFRs projected that FPL wouldv have $191 million of Total
Depreciation Reserve Surplus remaining at .t.he end of 2012 and would amortize thatA
amount in 2013. The actual remaining amount may differ from the projected ‘amcl)unt of
$191 million.

) Notwithstanding Order No. PSC-10-0153-FOF-EI or the 2010 Rate Case
Stipulétion, the Parties agree that over the Teﬁn of this Agreement, FPL may amortize
the Total Depreciation Reserve Surplus remaining at the end of 2012, plus a portion of
FPL’s Fossil Dismantlement Reserve (together the “Reserve Amoﬁnt”) with the amounts
to be amortized in each year of the Term left to FPL’s discretion subject to the .following
~ conditions: (i) the amount of Total Depreciation Reserve Surplus that FPL may amo;tize
during the Ferfn shall not be bless than $191 million (or the actual ainount of Total
Depreciation Reserve Surblus remaining at the end of 2012) and the total Reserve
Amount amortized during the Term shall not exceed $400 million' subject to (iii) below;
(ii) for any surveillance reports submitted by FPL during the Term on which its return on

equity (measured on an FPSC actual, adjusted basis) would otherwise fall below 9.50%,

! The Company would record the $191 million of net surplus amortization or the actual amount
of Total Depreciation Reserve Surplus remaining at the end of 2012, to the cost of removal
component of the depreciation reserve to ensure that the amount of net surplus amortization on
the financial statements equals the amount of net surplus amortization reflected in rates.

12



11.

12.

FPL must amortize at least the amount of the available Reserve Amount necessary to
maintain in each such 12-month period a return on equity of 9.50% (measured on an
FPSC actual, adjusted basis); and (iii) FPL méy not amortize Reserve Amount in an
amount that results in FPL achieving a return on equity of greater than 11.50% (measured
on an FPSC actual, adjusted basis) in any such 12-month’ period as measured by
surveillance reports submitted by FPL during the Term. FPL shall not satisfy the
reiluirement of Paragraph 9 that its actual adjusted earned return on equity must fail
below 9.50% on a monthly surveillance report before it may initiate a petition to increase

base rates during the Term unless FPL first uses any of the Reserve Amount that remains

- available for the purpose of increasing its earned return on equity to at least 9.50% for the

period in question.

Notwithstanding any requirements of Rules 25-6.043>6 and 25-6.04364, F.A.C., FPL shall
not be required during the Term to file any depreciation study or disﬁmtleﬁcnt study.
The depreciaﬁon rates and dismantlement accrual rates in effect as of the Implementation
Date shall remain in effect throughoﬁt the Term. The Parties agree that the proyisions of
Rules 25-6.0436 and 25-6.04364 pursuant to which depreciation and dismantlement

studies are generally filed at least every four years will not apply to FPL during the Term.

(@ In order to create additional value for customers by FPL engaging in both
wholesale power purchases and sales, as well as all forms of" asset optimization, the
Parties agree that FPL will be subject to the following mechanism, effective on the

Implementation Date (the “Incentive Mechanism”):

13



(1) FPL will file each year as ’part of its fuel cost recovery clause (“Fuel
Clause™) final true-up filing a schedule showiné its gains in the prior calendar
year on short-term wholesale sales, short-term wholesale purchases (including
purchases that are reported on Schedule A-7), and ail forms of asset optimization
that it undertook in that year (the “Total Gains Sclvledule”).2 FPL’s final true-up
filing will include a description of each asset optimization measure for which gain
is inclilded on the Total Gains Schedule for the prior year, and such meaéurés
shall be subject to review by the Commission to determine that they are eligible
for inclusion in the Incentive Mechanism. |
(i) For the purposes of the Incentive Mechanism, “asset optimization”
“includes but is not limited to:
e Gas storage utilization (FPL could release contracted storage space or
sell storéd gas during non-critical demand seasons);
¢ Delivered city-gate gas sales usiﬁg existing transport (FPL could sell
gas to Florida customers, using FPL’s exis;ting gas transportation
capacity during periods when it is not needéd to serve FPL’s native
load); ‘ _
 Production (upstream) area sales (FPL could sell gas in the gas-
produc_tion areas, using FPL’S existing gas transportation capacity

during periods when it is not needed to serve FPL’s native load);

2 For the purpose of this Agreement, “short-term” is intended to refer to non-separated wholesale
sales and purchases. Order No. PSC-97-0262-FOF-EI defined “non-separated” sales as “sales
that are non-firm or less than one year in duration.”
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e Capacity Release of gas transport and electric transmission (FPL

could sell idle gas transportation and/or electric transmission capacity
for short periods when it is not needed to serve FPL’s native load;

e Asset Management Aggcement' (“AMA”) (FPL could outsource
optimization function such as those described ébove to a third party
through assignment of transportation and/or storage rights in
exchange for a premium to be paid to FPL).

(ili) On an annual basis, FPL customers will  receive 100% of the gain
described in Paragraph 12(a)(.i), up to a threshold of $36 million (“Customer
Savings Threshold”). In addition, FPL customers will receive 100% of the gain
described in Paragraph 12(b)(i) for the first $10 million above the Customer
Savings Threshold (“Additional Customer Savings”). Increméntal gains above
the total of the Customer Savings Threshold and the Additional Customer Savings
(i.e., above a gain of $46 million) will be ‘shared between FPL and customers as
follows: FPL will retain 60% and customers will receive 40% of incremental
gains between $46 million and $100 million; and FPL will retain 50% and
| customers will receive 50% of all incremental gains in excess of $100
million. The customers’ portion of all gains will be réﬂected as a reduction to
fuel costs recovered through the Fuel Clause. FPL agrees that it will not require
any native load customer to be interrupted in order to initiate or maintain an
economy sale, whether that sale is firm or non-firm.
(b)  FPL will be entitled to recover through the Fuel Clause the following types of

reasonable and prudent incremental O&M costs incurred in implementing its expanded
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short-term wholesale purchases and sales programs as well as the asset optinﬁzatioﬁ
measures (the “Incremental Optimization Costs”):
(i)  incremental personnel, software and associated hardware costs incurred by
FPL to manage the expanded short-térm wholesale puréhases and salés programs
and the asset optimization measures; and
(i)  variable power plant O&M costs® incurred by FPL to generate additional
6utput in order to make wholesale sales, to the extent that the level of such sales
exceed 514,000 MWh (i.e, the level of sales assumed for the purpose of
forecasting 2013 test year power plant O&M costs in the MFRs filed with the
2012 Rate Petition), with such costs determined by multiplying the sales above
that threshold times the monthly weighted average variable power plant O&M
cost per MWh reflected in the 2013 test year MFRs.
FPL'’s final true-up filing will separately state and describe the Incremental Optimization
Costs that it incurred’in the prior year, and such costs shall be subject to review and
approval by the Commission.
© On or after January 2, 2015 (i.e., two years after the Implementation Date), the
Commission may review and, if continuing the Incentive Mechanism is deemed not to be
in the public interest, terminate the Incentive Mechanism for the remainder of the Term.
13. No Party to this Agreement will request, suppoﬁ, or seek to impose a change in the
application of any provision hereof. Except as provided in Paragraph 9, a Party to this
Agreement will neither seek n(;r support any reduction in FPL’s base rates, inclliding

limited, interim or any other rate decreases, that would take effect prior to the first billing

3 For the purpose of this Agreement, “variable power plant O&M costs” includes non-fuel O&M
expenses and costs for capital replacement parts that vary as a function of a power plant’s output.
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14.

15.

cycle for January 2017, except for any such reduction requested by FPL or as otherwise
provided for in this Agreement. FPL éhall not seek interim, l‘imited, or general base rate
relief during the Term except as provided for in Paragraph 9 of this Agreement. FPL is
not precluded from seekihg interim, limited or general base rate relief that would be
effective during or after the first billing cycle in January 2017, nor are the P,arties
precluded from opposing such relief. Such interim relief may be based on time periods
before January 1, 2017, consistent with Section 366.671', Florida Stétutes, and calculated

without regard to the provisions of this Agreement.

Nothing in this Agreemént will preclude FPL from filing and the Commission from
apbroving any lnew or revised tariff provisions or rate vschedulés requested by FPL,
provided that such tériff request does not increase any existing base rate component of a
tariff or rate schedule during the Term unless the application of such new or revised tariff

or rate schedule is optional to FPL’s customers.

The provisions of this Agreement are contingent on approval of this Agreement in its .
entirety by the Commission without modification. The Parties further agree that they will
support this Agreement and will not request or support any order, relief, outcome, or
result in conflict with the terms of this Agreement in any administrative or judicial
proceeding relating to, reviewing, or challenging the establishment, approval, adoption,
or implementation of this Agreement or the subject matter ilereof; provided, however,
that nothing in this Agreement shall affect FIPUG’s right to continue its appeal of Order

No. PSC-12-0187-FOF-EI granting an affirmative determination of need for the Port
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_Everglades‘ Modermnization Project or FPL’s right to oppose that appeal. No party will

assert in any proceeding before the Commission that this Agreement or any of the terms
in the Agreement shall have any precedential value. Approval of this Agreement in its
entirety will resolve all matters in Docket No. 120015-EI pursuant to and in accordance
with Section 120.57(4), Florida Statutes. This docket wi}l be closed effective on the date
the Commission Order approving this Agreement is final, and no Party shall seek

appellate review of any order issued in these Dockets.

This Agreement is dated as df Apgust 15, 2012. -1t may be executed in counterpart
originals, and a facsimile of an original signature shall be deemed an original. Any
person or entity that executes a signature page to this Agreement shall become and be
deemed a Party with the full range of rights and responsibilities provided hereunder,
notwithstanding that such person or entity is not listed in the first recital above and
executes the signature page subsequent to the date of this Agreement, it being expressly |
understood that the addition of any such additional Party(ies) shall not disturb or diminish

the benefits of this Agreement to any current Party.

In Witness Whereof, the Parties evidence their acceptance and agreement with the

provisions of this Agreement by their signature.

Florida Power & Light Company
700 Universe Boulevard
Juno Beach, FL 33408

By:

Eric E. Silagy
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The Florida Industrial Power Users Group
Jon C. Moyle, Jr., Esquire

Vicki Gordon Kaufman, Esquire

Moyle Law Firm

The Perkins House ‘

118 North Gadsden Street

Tallahassee, FL 32301

By:

Jon C. Moyle, Jr.

19



South Florida Hospital and Healthcare
Association

Kenneth L. Wiseman, Esquire
Andrews Kurth LLP

Kenneth L. Wiseman
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Federal Executive Agencies

Karen White/Lt. Col. Gregory Fike
AFLOA/JACL-ULFSC »
139 Barnes Drive, Suite 1

Tyndall AFB, FL 32403

By:

Lt. Col. Gregory Fike
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