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PROCEEDI NGS

CHAI RMVAN GRAHAM  As we said, |Item Nunber 14
has been withdrawn, so we will go back to the top
of the list and take up Item Nunber 3.

MR. MAUREY: Good norning, Chairnman,

Conmm ssioners. Andrew Maurey, Comm ssion staff.

On June 25th of this year, FPL petitioned the
Comm ssion for a determnation that it's prudent
for FPL to acquire an interest in a natural gas
reserve project, the Wodford Project, and that the
revenue requirenment associated with investing in
and operating the gas reserve project is eligible
for recovery through the Fuel C ause.

FPL further requested that the Conm ssion
establ i sh guidelines under which FPL could
participate in future gas reserve projects w thout
prior conm ssion approval and recover the costs
t hrough the Fuel O ause subject to the Comm ssion's
establ i shed process for reviewing fuel rel ated
transactions in the fuel cost proceedings.

A hearing was held on Decenber 1st and 2nd, at
whi ch FPL, the O fice of Public Counsel, Florida
I ndustrial Power Users G oup and the Florida Retali
Federation all participated. Due to the tine

sensitive nature of the investnent in the Wodford
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1 Project, FPL requested that the Comm ssion render a
2 decision on this specific project before the end of
3 this year.
4 At the end of the hearing held earlier this
5 nonth, it was determ ned that the parties would
6 brief issues one, two, three, six and eight rel ated
7 to the Whodford Project, and the Conm ssi on woul d
8 address these issues at today's Conm ssion
9 Conference. The renmaining issues related to the
10 proposed gui delines were deferred for Conm ssion
11 consideration at a future Comm ssion Conference.
12 Briefs were filed by the parties on
13 Decenber 1st. Staff is before you today to
14 facilitate a discussion of the aforenentioned
15 I ssues related to the Wodford Project. This is a
16 post-hearing matter and discussionis limted to
17 Comm ssioners and staff. Staff is prepared to go
18 I ssue by issue. W would, however, respectfully
19 suggest that Issue 6 be taken up first and the
20 remai nder of the issues followin order.
21 Staff is available for questions.
22 CHAI RMAN GRAHAM  Thank you, staff.
23 Comm ssioners, | agree with staff
24 recommendation. | think we should start with |ssue
25 Nunmber 6, so teeing that up, we will start with
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1 Conmm ssi oner Bal bi s.
2 COW SSI ONER BALBI'S: Thank you, M. Chairman.
3 Bear with ne one nonent.
4 | would like to make a few comments and offer
5 sone suggestions that | believe wuld add
6 addi tional protections and address sone of the
7 I ntervenor concerns, and all of that wll l|ead to,
8 hopefully, the resolution of Issue 6. So if that's
9 the pl easure of the Chairman and Conm ssi on.
10 CHAl RVAN GRAHAM  Sure.
11 COW SSI ONER BALBI S:  As everyone knows, we
12 had a very thorough and detail ed hearing that went
13 very late into the night on at |east one occasion
14 to discuss all the issues associated with this
15 contract, and clearly, in nmy opinion, this contract
16 is an effective formof hedging, in that it reduces
17 volatility, which is one of the clear purposes of a
18 hedgi ng program And these hedgi ng costs have
19 consi stently been passed through through the Fuel
20 d ause.
21 Now, sone say that the hedging prograns are
22 nore of a fixed cost as conpared to this, but |
23 just want to make sure that everyone understands
24 what we approve and how we revi ew t he hedgi ng
25 pr ogr ans.
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1 The hedgi ng prograns are different terns,
2 several weeks, all the way up to two years, and at
3 the end of the year, the actual costs associ ated
4 with those are passed on to custoners. That is not
5 dissimlar to what this project and what this
6 contract is doing. There are estinmates of what the
7 costs woul d be, and at the end of the day, the
8 actual costs will be the ones that are passed on to
9 cust oners.
10 Through the sane Fuel d ause, we have al so had
11 returns on investnent that are passed on to
12 custonmers. Every purchase power agreenent, every
13 cost associated with that includes sone conponent
14 of a return on investnent that custoners pay for.
15 Again, not dissimlar to what this contract would
16 do.
17 My office, and | am sure other offices have
18 received lots of e-mails, lots of correspondence
19 with the concerns about fracking and this contract
20 bei ng associated with fracking. But a wtness
21 testified that 70 percent of the gas that custoners
22 currently purchase are from unconventional or
23 fracked wells. And, frankly, | believe the
24 custoners, if they are going to be paying for gas
25 that cones from unconventional sources, they should
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1 get it cheaper.
2 In 2002, we had 250 percent of our portfolio
3 generated with natural gas, now we are up to
4 65 percent. Due to EPA regulations, it's unlikely
5 we w |l have coal generation nove forward. W have
6 very few options to have the fuel diversity that we
7 must consider. W have to |ook at different ways
8 to hedge the cost of natural gas and protect
9 custoners fromprice fluctuations, | think this
10 contract does so.
11 Wth EPA 111(d), the use of natural gas is
12 just going to increase nationw de.
13 The hedgi ng prograns that we approve, by their
14 definition, the conpanies pay a premumto lock in
15 that price, so day one the custoners are paying
16 nore than the current price of gas. This contract
17 does the opposite. Day one, custoners woul d pay
18 |l ess, and there is just an argunent as to how nuch
19 custonmers w |l save.
20 For four years, we have been dealing with, at
21 | ease | have, the issues of fuel diversity. | have
22 been a proponent of doing what we can to protect
23 agai nst supply interruptions. | believe we have
24 done so with approving the third pipeline, and we
25 need to | ook at ways to protect custoners.
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1 So | think this is a good contract. | think
2 there are ways we can tweak it to alleviate sone of
3 the concerns. And if you would like, | could go
4 t hrough sone of those recomendati ons now.
5 There was a concern about the accounting
6 systens in place, of using the oil and gas system
7 of accounts and how that translate into the FERC
8 system of accounts. And | believe that if we
9 require that the conpany have subcategories of the
10 FERC system of accounts to closely align with the
11 oil and gas system of accounts, that that wll
12 all eviate some of the audit concerns that are
13 t here.
14 | also think that sone of the concerns that
15 i ntervenors and even staff brought up is the audit
16 function, and how -- whether or not we have the
17 access to the audit information of the third-party.
18 When conpanies build nulti-billion dollar
19 power plants, we do not have the capability to
20 audit the contractor's performng the work. In
21 this case, the conpany wll be able to audit the
22 ot her conpany. And | believe that if we require
23 themto have an outside auditor and not use their
24 own internal auditing capabilities, it wll add
25 addi ti onal transparency and additional protections
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to custoners.

And lastly, there was a | ot of concern of what
happens if the price of gassings dowmn. What it the
effective price of this contract is greater than
that? And | think that if we require that the
conpany not continue with increnental drilling if
the price of gas goes below the effective price, it
will mtigate sone of those concerns.

So those are just a few of the recomendations
that | would have in order to nake this contract
even nore of a benefit to custonmers, and | | ook
forward to hearing other comments fromny fell ow
Conmm ssi oners.

CHAI RMVAN GRAHAM | am not sure which |ight
cane on first, so we will go wth Madane President,
Li sa Edgar.

COMWM SSI ONER EDGAR: Thank you, M. Chairman.

Conmmi ssi oner Bal bis, since the Chairman said
we are starting with Issue 6, may | infer from your
comrents that you think the answer to Issue 6 is
no?

COMM SSI ONER BALBI'S:  Yes. | want to be very
careful here. M recommendation is that we find
that for Issue 6 that the answer is no.

COW SSI ONER EDGAR:  Ckay. Thank you. This
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1 iIs ny last neeting. | nmean, | amnot going to get
2 the chance to do that again, so -- well, maybe in a
3 few mnutes, we wll see.

4 Seriously, though, you did suggest that we

5 start with Issue 6, and | net with staff nunerous

6 times over the |ast few weeks, and | agree that

7 that's a good way to approach it; because as |

8 understand it, if the magjority of Conm ssioners

9 believe froma | egal perspective that we are

10 precl uded by the terns of this settlenent and

11 stipulation that we have previously approved that
12 then we are pretty nuch done on this issue, and

13 woul d not even get to the possibility of additional
14 condi tions and questions.

15 So | spent a lot of tinme wth staff, and thank
16 you for putting all the additional background

17 briefs and every -- the briefs and the orders from
18 the past together, it was very helpful to have it
19 all in one place. Thank you. And |I know that was
20 a lot of additional work over the weekend and
21 everything, too, so | want to recogni ze that.
22 So having the opportunity to go back over a
23 nunber of the briefs, | also agree that the
24 stipul ati on does not preclude us from noving
25 actually to consideration of the petition and the
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request that is before us. And the way | got to
that point is by recognizing that, in the past,
nonfuel itens have been recovered through the Fuel
Clause if they are projected to result in fuel
sayi ngs savings, and that is the case with the
matter before us.

And al so that we have, over the years, a
Comm ssion of different makeups, but over the
years, the Comm ssion has al so approached nmanagi ng
fuel costs on a case-by-case basis, and | think
that applies here as well.

So the fact that this is a capital investnent
that is projected to result in fuel cost savings by
payi ng production costs and paying for the fuel
that cones through that, | think, does put this in
the real mof our ability to consider it also in
keeping with the terns of the settlenent and the
stipul ati on.

And so | wel cone, of course, as Conm ssioner
Bal bis has said, any further discussion on that
point, but at the appropriate tinme, | amglad to
make the notion, or to support the notion that the
answer to Issue 6 is no, and then noving into the
di scussion of the actual petition that is before

us.
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1 CHAI RMVAN GRAHAM  Conmi ssi oner Brown.
2 COMWM SSI ONER BROMWN: Thank you. And both
3 Conmm ssi oner Bal bis and Conm ssi oner Edgar provided
4 an in-depth discourse discussion for the reasons
5 supporting Issue 6 wwth the answer of no.
6 As a |l awer, | have | ooked at this stipulation
7 and settlenent agreenent 100 tines. | enjoy
8 reading it. | do. And | have read the orders, and
9 | do believe that Conm ssioner Edgar said it very
10 precisely, that there is evidence to support this,
11 and I would al so second the notion when
12 Conmm ssi oner Edgar is prepared to nake it on |ssue
13 6.
14 CHAl RMVAN GRAHAM Okay. | don't see any nore
15 l'ights on, so Comm ssioner Edgar, your notion.
16 COMW SSI ONER EDGAR: Thank you, M. Chairnman.
17 Then | nove that we address Issue 6 in this
18 itemwth the answer of no, and if that carries,
19 then nove into the renaining i ssues and di scuss the
20 petition and its specifics in nore detail.
21 CHAI RMAN GRAHAM  That's a notion that's been
22 seconded.
23 Any further discussion on the notion?
24 All in favor of the notion say aye.
25 (Chorus of ayes.)
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CHAl RVAN GRAHAM  Those opposed, no.

COW SSI ONER BRI SE:  No.

CHAl RVAN GRAHAM  (Ckay. So the notion passes,
so we wll nove on to |Issue Nunber 1.

Conmi ssi oner Brown.

COW SSI ONER BROMWN:  (Ckay. Let's start this
off, M. Maurey, with a couple of questions.

We discussed this in our briefing, and I
t hi nk, for purposes of this record, | would |like
you go to through and tal k about the savings and
the custonmer bill inpact, and when all of that
woul d take effect under FPL's proposal.

MR. MAUREY: Under FPL's proposal, custoners
are expected to receive fuel savings and reduced
price volatility for gas. In the proposal, it's

estimated that seven cents on a residential

t housand kilowatt bill in the first year and nine
cents on a thousand kilowatt residential bill in
2016.

COW SSI ONER BROWN: So that woul d be a
reduction in 20167

MR. MAUREY: Yes. Let ne clarify.

The fuel factors for 2015 will not be adjusted
for this proposal. FPL has proposed that the --

any change that would affect, if the Wodford
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Project is approved, that that be taken up in the
normal course of the fuel true up and be refl ected
in 2016 fuel factor.

COW SSI ONER BROMWN:  So what | am | ooki ng at
really is what would the actual custoner bil
I npact be in 2017 -- pardon nme, 2016 with this
pr oposal ?

MR, MAUREY: If it's permssible to add those
two, it would be 16 cents on a thousand kW bill,
assum ng all the assunptions cone to fruition.

COMM SSI ONER BROWN:  Frui tion, okay.

| amstill |ooking for additional questions,
M. Chairman, in nmy notes, but please feel free to
nove al ong.

CHAl RVAN GRAHAM  Nobody el se's light is on,
so Conm ssi oner Bal bis.

COMM SSI ONER BALBI'S:  This is ny |ast chance,
right?

M. Maurey, during our extensive briefings,
there was a discussion -- and it's really Issue 8,
so we are kind of junping around here, but | think
everything is kind of conm ngled, but can you
descri be the adjustnents to the GPIF factors if the
Conmm ssi on approves this contract, and when it

woul d occur? O nmaybe M. Ballinger would be
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1 better suited to --
2 MR MAUREY: | think you would appreciate his
3 response nore.
4 CHAl RVAN GRAHAM  And | guess, because
5 Conmm ssi oner Bal bis brought that up, | said we are
6 goi ng back to Issue Nunber 1, but we are not
7 necessarily staying wwth Issue Nunber 1. | want to
8 answer the question of |Issue Nunmber 6 first, and
9 now we can just haphazardly take whatever issue up
10 that seens like it flows along to cone to an
11 answer .
12 COMM SSI ONER BALBI'S:  Ckay. Thank you.
13 MR. BALLI NGER: Conm ssioner Balbis, | believe
14 the answer to your question is both sets of targets
15 are in the record, in the current record for the
16 fuel adjustnents clause. The -- so it really would
17 be no change. It would be at the true up portion.
18 When you | ook at actual results, you would conpare
19 it to which set of target, whether you include the
20 Whodf ord Project or do not.
21 COMW SSI ONER BALBI'S:  Ckay. Because, in
22 essence, the cost to operate the plants would go
23 down with this project, correct?
24 MR BALLINGER: It should, and it changed a
25 few targets for a couple of units. It wasn't
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anything major in the changes to the targets. |
don't expect the end result to be significant at
all, actually.

COMM SSI ONER BALBI'S:  Ckay. And then both of
those, with and wthout, just to clarify, are
already in the record, so staff would be able to
al nrost as a fallout issue?

MR, BALLINGER: Yes, sir. \Wen the rewards
and penalties are calculated in 2015, we would take
the appropriate targets to go with it.

COMM SSI ONER BALBI S:  Ckay. Thank you.

CHAI RMVAN GRAHAM  Conmi ssi oner Brown.

COMW SSI ONER BROMWN: A fol | ow-up, M. Maurey,
not to that question, | am going back to Issue 1,
sorry, regarding the bill inpact.

We di scussed an actual reduction during ny
briefing of six cents, so you are saying that that
has changed from our discussion?

MR. MAUREY: No. During your briefing,
staff -- that was in realtine calculating it based
on sone estimtes. But when we went back through
the record, we found the seven cents estinmte and
the nine cents estimate for 2015 and 2016
respectively.

COW SSI ONER BROMWN:  Ckay. And so then the
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annual revenue requirenent for 2015 and 2016 woul d
be what ?

MR. MAUREY: The annual revenue requirenent
for 2015 is 45 mllion. The annual revenue
requi renment for 2016 confidential.

COMWM SSI ONER BROMN:  Ckay. That's all.

CHAI RVAN GRAHAM  Conmi ssi oner Bri sé.

COW SSI ONER BRI SE:  Thank you.

M. Maurey, if -- there is a question that was
posed during the hearing on sone of the docunents
about novenent of the price of gas, natural gas $1
up or down. Could you talk to us about what i npact
that could have on consuners if that -- if there
were a novenent of $1, either up or down, and the
i npact on consuners?

MR. MAUREY: Yes, | can.

We prepared -- during the testinony there were
assunpti ons about the 600 billion cubic feet of
gas, and it would be an approximately $6 inpact on
the custonmer bill, but that exanple al so assuned
that there were no hedges in place. There are
hedges in place. | can't tell you the percentages,
that's confidential, but there is a certain portion
in their fuel supply that's hedged and the ot her

pi ece that's unhedged.
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And we used a hypothetical to roughly estimate
that, so that if there was a dollar novenent,
either up or down, the bill inpact would roughly be
270 mllion or $2.70 on the customer bill per
dol I ar change up or down. And obviously, the
change in the bill would match the change in price
the sanme direction.

COVW SSIONER BRISE: Al right. Thank you.

CHAI RMAN GRAHAM  Conmi ssi oner Bal bi s.

COW SSI ONER BALBI'S: Thank you.

A few questions for M. Maurey, and just to
foll ow up on Conmi ssioner Brisé' question.

So this contract represents, | believe it was
just under two-and-a-half percent of FPL's total --

MR MAUREY: At the peak year, it would
represent 2.7 percent of their daily burn, but that
woul d decrease over tine as depletion took place.

COMM SSI ONER BALBI'S:  Ckay. And then from how
this contract will function froma custoner
st andpoi nt and from our earning surveillance
activities, we are not going to adjust FPL's rate
base, correct?

MR, MAUREY: Well, there is a couple of
questions in that one question.

It wll not affect the surveillance program
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This contract is going through the Fuel C ause, so
any investnents, expenses associated with this
contract will not be captured in the surveillance
program

Now, from-- that said, there is a revenue
requi renent associated with this investnent, and
that includes the O&M or production costs for the
wel |, depreciation on the investnent and a return
on the investnent, and that cost wll be recovered
t hrough the Fuel C ause.

Now, under the proposal, it's expected that
certain anount of fuel savings woul d be generated
that will nore than offset that revenue
requi renent, such that there is a net benefit to
custoners, and the overall revenue requirenent
covering through the Fuel C ause wll be | ower than
it would be otherw se absent the --

COMWM SSI ONER BALBI'S:  No, and | understand
that. | guess ny question is the actual nunber
that is the rate base for FPL, would that be
adj ust ed?

MR. MAUREY: No, not on the base rate side.

COMM SSI ONER BALBI'S:  Ckay. Thank you.

CHAI RMAN GRAHAM  Conmi ssi oners? Conm ssi oner

Edgar .
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1 COW SSI ONER EDGAR: Thank you, M. Chairman.
2 | do have one or two nore specific gquestions, and
3 t hen, at whatever point, sonme general coments, but
4 | amin no rush.
5 One -- and Conm ssioner Bal bis raised this,
6 and it's also sonething that | discussed with
7 staff. W did have, as you pointed out, discussion
8 during the hearing on the record about different
9 conponents of the accounting tracking and the
10 accounting systens, and also of auditing going
11 forward, recognizing that there is other parties
12 that woul d be involved should this proposed
13 transacti on nove forward.
14 So I think one of the things that we
15 di scussed, M. Maurey, is the possibility of an
16 addi ti onal independent audit, perhaps third-party,
17 but I am not an accountant and | am not an auditor,
18 so | would like to ask you to discuss a little bit
19 how t hat process would work as it is before us, and
20 I f there are any concerns there, and then maybe
21 take it to the next step to see if there is a way
22 to address that.
23 MR MAUREY: Well, fortunately, we have
24 soneone from our audit departnment here with us, and
25 we can answer that.
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1 Il wll initially start with, as it's proposed,
2 the audit woul d be conducted by FPL of the

3 transaction, and we woul d have access to that audit
4 report -- the Conm ssion would have access to that
5 audit report. It's ny understanding the Conm ssion
6 woul d not have access to the actual invoices of

7 Pet r oQuest .

8 COW SSI ONER EDGAR:  |Is that -- and pl ease,

9 M. Wight (sic), cone forward.

10 From what you just said about not having

11 access to the invoices, is that different fromthe
12 way we review and process fuel purchases under the
13 Fuel d ause general ly?

14 MR. MAUREY: [|'mgoing to defer to --

15 COW SSI ONER EDGAR:  Ckay.

16 MR, MAILHOT: In ternms of our audits, we

17 normally are able to see invoices that conme from

18 t he gas conpanies or from sone i ndependent source.
19 As | understand it here, we would see invoices that
20 cone from PetroQuest. The issue would be is, since
21 FPL is in partnership with PetroQuest, is these
22 I nvoi ces from PetroQuest may not be as reliable as
23 froma totally independent third-party. And FPL,
24 as | understand it, intends to performaudits on
25 these invoices to ensure their accuracy.
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W would feel a lot nore confortable if an
I ndependent audit was perfornmed on the invoices,
you know, by some outside auditor other than FPL,
or in addition to FPL. You know, we woul dn't
suggest that FPL could not do an audit, but we
woul d want an additional audit to hel p provide us
nore assurance that these invoices are truly
accurate and, you know, neet our requirenents, you
know, for costs.

COW SSI ONER EDGAR: And again, as a
non- audi tor or accountant, that -- that idea of
perhaps nore armis-length third-party audit,
especially comng into this agency as the
regul atory authority seens very logical to ne. |Is
there precedent for at that?

MR, MAILHOT: | believe there have been ot her
cases where the Comm ssion has had outside auditors
do audit work on utility conpanies. | amnot sure,
I amthinking in the tel ephone industry it has
occurred.

COMW SSI ONER EDGAR: It sounds like -- | feel
i ke somewhere back in the depths of ny nenory
there are sone instances where we have, but | just
can't recall exactly. But it does sound, perhaps,

i ke a best practice type of approach that, should
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1 we go forward, | would Iike to at | east investigate
2 alittle further.
3 Thank you.
4 CHAI RMVAN GRAHAM  Conmi ssi oner Brown.
5 COW SSI ONER BROMN:  Thank you.
6 And then would that, M. Mailhot -- or naybe
7 | egal -- would that require an anmendnent to the
8 PetroQuest contract if that were sonething that
9 this conm ssion were to nove forward with this
10 matter?
11 MR, MAILHOT: | amnot sure. That is -- |
12 think it's a |l egal question.
13 MR BROMN: | think it's a |legal question,
14 t 0o.
15 M5. BARRERA: Yes. Commi ssioner, the
16 PetroQuest has certain provisions for auditing by
17 FP&.. | don't think it would be a bar to the --
18 who conducts the | don't believe would be a bar to
19 the contract. | think the utility would be nore --
20 if you directed the utility to have an i ndependent
21 audit, | don't believe it would kill the deal, so
22 to speak.
23 COW SSI ONER BROMN:  Mary Anne.
24 M5. HELTON: As | understand this -- and I'm
25 probably the one that knows the | east about it
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1 sitting here at the table -- but as | understand
2 it, you are not being asked to approve the
3 contract, per se. |In fact, there is not even an
4 executed contract.
5 COMM SSI ONER BROMWN:  That's ri ght.
6 M5. HELTON: If you were to inpose additiona
7 auditing provisions, | think that would just be a
8 condi tion of your approval of the project if you
9 were to go that way.
10 COMWM SSI ONER BROMWN:  Thank you. And that
11 hel ps a | ot, especially Conm ssioner Balbis started
12 the discussion out right fromthe box wth
13 addi ti onal concerns that you had with the contract
14 if we approve it, or if we approve the arrangenent,
15 and so | do want to tal k about that under this
16 | ssue 1, about the additional custoner protections.
17 Simlar to your thought process, and taking ny
18 personal beliefs on the environnmental inpact of
19 fracking aside, this is an innovative project. And
20 let's face the reality here, we are becom ng nore
21 and nore dependent, |like you said earlier, on
22 natural gas, and we will only continue to be nore
23 dependent on natural gas in Florida in the future.
24 And the truth is, a great deal of the natural gas
25 that custoners receive today is fromfracking, so
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that's just the reality. And, you know, we are in
a new age and a new trend has energed. And |
appreciate the utility thinking outside the box and
comng up wth innovative strategies to address the
dependence that we have on natural gas.

So simlar to Conm ssioner Balbis, | do -- |
woul d have preferred to see additional custoner
protections for the project. You have alluded to
sone. | have sone, too.

| do think a 30-year contract is sonewhat |ong
to be | ocked into, especially wth the specul ative
nature of the savings. There are so many unknowns
that occur -- that can occur over that time, so |
woul d | ove to see in that contract some escape
cl auses. For exanple, if the savings drop beneath
the actual costs, | would like to have an escape
clause for the utility to either -- | think was
Comm ssi oner Edgar that alluded to, or maybe it was
Bal bis, that said to not require increnental
drilling if the price of natural gas goes below |
think that's a prudent idea. | think that furthers
the public interest.

So there was another issue that staff provided
in this panphlet that they handed out to us on

liability, and I would like you to discuss it, if
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you could, on the -- what the -- or what the
project would provide for in terns of liability
even for dry wells, for exanple, what is the
liability that's hangi ng out there?

M5. BARRERA: My understandi ng of the unsigned
contract is that --

COMWM SSI ONER BROMWN:  Well, it's a signed
contract with the affiliate, and it woul d be
assigned -- if it was approved by this conm ssion,
it would be assigned in whole?

M5. BARRERA: In whole to the way that the
petition reads, the entire contract would be
assigned to the FP& newly created affiliate. The

contract that is on record that | reviewed, ny

understanding of it -- and, you know, it could be
wong -- is that the utility, the affiliate, nust
commt during 2015 to the drilling of 15 -- to

agree to participate in the drilling of 15 wells.

If there is nore wells, the utility can actually
say that they are not going to commt to that. You
know, there is a nonconsent --

MR. BROMN: So there is discretion?

M5. BARRERA: So there is discretion other
than the 125 wel | s.

COW SSI ONER BROMWN:  That's the only requisite
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mandat ory anount ?

M5. BARRERA: Mandatory anount is 15.

COMM SSI ONER BROMN: Ckay. Well, | think that
the -- | think Conmm ssioner Edgar's discussion, and
Conmm ssioner Balbis wwth M. Miil hot, about the
I ndependent auditor is a good suggestion to address
those concerns. | don't know how to address the
concerns w thout nodifying the arrangenent on a
shorter contract period. But |I do have concerns
about the long-term period of the agreenent, and --
but the fact that Ms. Barrera said that the
requisite is just for 15 wells gives ne a little
bit of nore confort, but again, it's a long-term
contract. Go ahead.

M5. BARRERA: |'msorry, the 15 wells, | just
want to clarify, is during the 20 -- during the
year 2015. | amnot sure what happens after that.

COMWM SSI ONER BROMN:  Ckay.

CHAl RVAN GRAHAM  Mary Anne, excuse ne, |
guess ny | egal question. The concerns that
Conmm ssi oner Brown has nentioned, what is your
suggestion legally how to handl e that to address
t hose concerns not having an executed contract in
front of us?

M5. HELTON: Well, it's alittle bit tough
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because we are not being asked to approve a
contract, per se. As | understand it, you are
bei ng asked to say this is a prudent project for
Power & Light to enter into, and that it is
eligible for cost recovery through the Fuel C ause
for the terns of the project.

It seens to nme that if you were to set a
condition and say, we will allow cost recovery for
X period, then you have set the paraneters for when
you wi Il allow cost recovery through the Fuel
Cl ause, and you could nmake it such that, at the end
of that period, you would | ook at it again and see
if it's eligible for cost recovery in your opinion
on a further going forward basis.

CHAI RMAN GRAHAM  Conmi ssi oner Bal bi s.

COW SSI ONER BALBI'S:  Thank you.

| just want to focus on that point, although I
had a coupl e of other questions.

My under standi ng of the contract, and of the
activities associated wwth the contract, is the
drilling is going to occur relatively quickly, and
that the 30-year contract duration is so that the
custoners receive the benefit of the gas being
produced fromthose wells. It takes |less than 30

days to drill these wells when they decide to nove
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forward

So | would ook at it kind of as the opposite,
that the | onger the contract, the nore the
custoners can benefit, because the wells are
drilled, the wells are producing, and we want to
make sure that custoners receive the | ongest
benefit and the nost benefit as possible.

But | do understand, you know, the concerns
about the length of the contract, but, you know,
just thinking howit's going to occur with initial
drilling up front, the investnent being nmade, and
now t he benefits can happen over a |ong period of
time, | think the longer the better.

And, M. Milhot, since you are here, | would
like to go over and kind of rehash the discussion
we had on the exhibit on the condensed chart of
accounts, because | know you had sonme concerns, and
even intervenors had concerns on going fromthe oi
and gas system of accounts to FERC. And could you
sunmari ze the recomendati ons that woul d make you
feel nore confortable in how we adjust the FERC
system of accounts so it matches up?

MR, MAILHOT: Okay. In one of the exhibits
fromthe hearing, there is a chart of accounts that

has two colums on it. The first colum, it says
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the gas reserve conpany, and it shows their chart
of accounts, and the second colum is the FERC
chart of accounts.

And quite sinply, what it appears to ne is
happening is we are going from maybe 50 accounts to
30 accounts. There is sone condensation and | oss
of detail in the translation of these accounts.

And alls we are suggest sonething that to help with
the efficiency of the audit and the accuracy of our
audit that we are doing, is if the conpany was
required to maintain the sanme | evel of detai

t hrough subaccounts, through the use of subaccounts
in their FERC accounting system that that would
assi st us in our audits.

And so very sinply, it's just they need to
mai ntai n addi ti onal subaccounts to correspond with
the accounts that they had in the gas reserve
conpany.

COMWM SSI ONER BALBI'S:  And in your opinion,
that could be easily done?

MR, MAILHOT: | believe so. | believe the
conpany actually has thousands of subaccounts today
on their books, and so asking for a few additiona
subaccounts | don't think is nuch of a burden.

COMM SSI ONER BALBI'S:  Ckay. Thank you.
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CHAI RVAN GRAHAM  Conri ssi oner Bri sé.

COW SSI ONER BRI SE: | have a question for
Mary Anne, so | guess | will wait until she cones
back.

CHAI RMVAN GRAHAM  Ckay. Any ot her
Comm ssi oners? Conmi ssi oner Bal bi s.

COMM SSI ONER BALBI'S: Thank you. And.

Just to clarify what ny thought process was on
havi ng an outsi de i ndependent auditor, is that FPL
testified, and the contract indicates, that FPL has
certain audit rights. And the way | see it working
Is, instead of FPL performng -- using their own
staff to do it, to have their outside auditor
performit, not us engaging in an auditor, but just
to have FPL exercise their audit rights of the
contract with an i ndependent auditor so we can have
t hose additional protections that I know woul d make
me feel nore confortable.

So | think that bought us a few nore nonents
before Mary Anne gets back.

CHAI RMVAN GRAHAM  Conmi ssi oner Brown.

COMWM SSI ONER BROMWN: Thank you. And | can
fill the void right here.

So you were tal king about earlier about other

concerns you had with the project at the beginning
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of your dial ogue, Conm ssioner Bal bis, and you said

one of themwas the audit rights; but you al so

said -- was it you that said the increnenta
drilling is -- okay, could you el aborate nore on
t hat ?

COW SSI ONER BALBI'S:  Sure. And there was a
| ot of testinony in the record as to, you know,
what happens if the price of gas down. And it was
very clear that it is a good problemfor custoners
to have, because 97-and-a-half percent of their gas
Is going to be nuch cheaper than they expected. So
there is going to be a wndfall, if you wll to
cust oners.

So | |ooked at a way to perhaps protect
custoners even nore, so that difference in price is
m nimzed. And ny thought process is, is that in
the order, if we nove forward with this, that we
require that prior to FPL doing any additiona
drilling, if the Day Ahead or the Henry Hub price
Is below that net effective price that they not do
any additional drilling.

| don't see that being likely. None of the
proj ections showed that. But | think that woul d
add just a little additional protection, in that

custoners woul dn't have to pay for gas that is nore
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1 expensi ve.
2 MR BROMN: | think it's a great idea.
3 CHAI RVAN GRAHAM  Coni ssi oner Bri sé.
4 COW SSI ONER BRI SE:  Thank you, M. Chairnan.
5 Mary Anne, when you were answering a question
6 alittle bit earlier, you delved into the prudence
7 as expect of it. Can you walk us through what -- |
8 nmean, what an approval today neans in terns of
9 prudence? And what -- where el se do we have an
10 opportunity to address, if there are sone
11 chal |l enges down the line, if we have buyers renorse
12 for sone reason?
13 M5. HELTON:. M. Maurey and | have had a
14 conversation about this, and so if |I -- if | am not
15 rel ayi ng our conversation correctly, | hope that he
16 will correct ne.
17 As | understand it -- and let's go back and
18 | ook at the petition. | actually printed out the
19 petition last night. They are asking -- the Power
20 & Light is asking you in the petition for a
21 determ nation that their participation in the
22 Wodf ord Gas Reserves Project is prudent, and that
23 the costs associated with the Wodford Gas Reserves
24 Project are eligible for recovery through the Fuel
25 d ause.
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So as | understand it, if they continue with
the activities that they have described in the
petition, and through the course of the hearing as
the evidence is laid out, that your discretion to
| ook at prudence is if they deviate fromthose
activities through the course of the years when
they are making the project happen. And this, as |
understand it, is alittle bit different than how
the Fuel C ause normally operates.

Normal |y the Fuel C ause, you would -- costs
are recovered and trued up every year. And only
when there is an allegation that a certain activity
or a certain purchase may not be prudent do you go
in and do a prudence review. So that prudence has
the potential for always being a live issue.

Here, if they stay on track wth the Wodford
Project, as | understand it, prudence would not be
a live issue.

COMM SSI ONER BALBI'S:  And any reviewis -- |
mean, there isn't -- we are not |ooking at any
specific timeframe for review periods, | nean,
based upon what is before us?

M5. HELTON: |I'mnot sure if | understand your
guesti on, Conm ssioner.

COVWM SSIONER BRISE: So if we have a hedge, if
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we are |ooking at a traditional hedge, it runs its
course, we take a | ook and continue to nove
forward. Here, we don't have that explicit
opportunity the way the petition is laid out.

M5. HELTON: Well, just like in any other

deci sion that you nmake, if there is a determ nation

of fraud or if, you know -- | can't think of the
other word -- mal feasance, illegality, you can
al ways go back, | believe, and | ook at that.

If they are -- but if they are running true to

course with respect to what they have laid out here
during the course of the hearing, ny understanding
of this project is that you can't go back.

COW SSI ONER BRI SE:  kay. That's what |
needed to know. Thank you.

CHAI RVAN GRAHAM  Conmi ssi oner Brown.

COW SSI ONER BROMWN:  And Commi ssi oner Briseé
hit it. That's ny -- | know, Comm ssioner Bal bis,
you said that the 30 years you would turn it around
and see that as an advantage. And it can be, it
certainly can be, 30 to 50, but | also -- you know,
you got to think about the potential liability.
Wth a contract duration of that |ong, so many
t hi ngs coul d happen, and environnental |aws could

change. There are just a |ot of unknowns there.
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1 | think this is a great project. | think it's
2 a great idea for fuel diversity when we are so
3 dependent on natural gas, but | think that the
4 duration of the contract, to ne, is the concern
5 that | have.
6 CHAI RMAN GRAHAM  Conmi ssi oner Edgar.
7 COW SSI ONER EDGAR:  Thanks, M. Chairman.
8 When we have, as we often do, itens that are
9 very technical, and have |lots of different noving
10 parts and novi ng pi eces and, you know, often -- |
11 have been using this exanple way too nuch lately --
12 but kind of like a Rubik's Cube that you nove one
13 it noves sone others, you try to address one issue
14 and then that inpacts others.
15 | find it helpful to conme back to what is
16 actual ly before us, and the four corners of the
17 docunent and the wording of the issues. And as
18 Wi th nost conplex itens that cone before us, a |ot
19 of tinme went into it by our staff, technical and
20 |l egal, and all the parties and partici pants and
21 W t nesses and others in crafting the issues that
22 are before us to try to best figure out howto
23 addr ess.
24 So that's kind of nmy starting point. Now | am
25 going to back up fromthat a nonent to get back to
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it, whichis, as is often the case wth issues of
energy policy and others, there can be very strong
feelings, and passions can run high, which is part
of why it's so interesting, but when | sat down to
rethink, or kind of focus ny thoughts on this after
nmy briefings with staff -- and | actually did this
very late last night and again very early this
nmorning -- which is totry to think of what this is
and what it is not. And there have been a variety
of characterizations, and sone of that is in the
eye of the beholder. But also because of all the
factors | have just listed, out and about | think

t here have been sone kind of high spirited
rhetoric, and maybe sone m sunder st andi ng or

m scharacterization. So that's where | amgoing to
start from which is, okay, what is before us and
what is not before us?

This itemthat we will continue to discuss,
and then ultimately vote on today, is not about
tracking in Florida. Fracking in Florida wll be a
policy decision by the Legislature, and then
what ever ot her decisions, permtting by the
envi ronmental protection agency and | ocal
governnents, et cetera. |It's not about drilling

near the Everglades. A controversial issue over
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the years, but nothing about that is before us.
It's not about increasing, decreasing or
subsi di zi ng conservation or renewable energy. It's
not about drilling exploration in a greenfield
site. It's not about sonme sort of nebul ous
possi bl e request that m ght or m ght not cone
before us by another conpany in the years ahead.

What is before us, now that we have noved
beyond Issue 6, is focusing very nmuch on Issue 1,
because | do believe the other issues are fall out
and will flow fromthat, is a recognition of the
reality of much of the energy rel ated deci sions
t hat have cone before this one at |ocal, state and
federal |evels.

So the reality, fracking is occurring in many
areas of the country, not Florida, but in many,
many areas of the country. And it's expected to
continue for many years ahead. And it has
radically altered the gas narkets nationally and
internationally. And that factor right there, |
think, is a lot of what has brought this project
bef ore us.

The reality that this state, and nationally,
we continue to grow the need for natural gas to

provide electricity as we nove away from coal and
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fuel oil -- again, in this state and nationally.
The recognition FPL purchases -- and | say that
particularly -- purchases nore natural gas than any

other electric utility in the country. And that
much of the natural gas that's used to provide

el ectricity to Florida today, and in the future, to
Fl ori da hones, to Florida businesses, is currently
comng fromfracking areas across the country. And
if it's not com ng onshore fromfracking, it's
probably com ng offshore fromthe Qulf of Mexico,
whi ch can al so be sonewhat controversial.

So as with nost things, when you | ook at
fracking and natural gas production, there are
opponents and there are supporters. But, again,
the reality is that a nunber of states in this
country that are sitting on |large reserves --
exanpl es, Texas, Cklahoma, Kansas, South Dakot a,
North Dakota and ot hers have chosen to develop with
a mature regul atory and environnental protection
process and prograns for econom c devel opnent and
ot her purposes to have fracking occur, and for the
natural gas produced by it to fuel our econony and
to fuel the provision of electricity across this
country.

| also think it's a reality that especially in
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1 areas with a mature regulatory reginme, which is
2 where fracking is today in this country, that
3 production costs are nore stable than energy
4 markets. That's certainly been ny experience over
5 t he years.
6 And | also believe that it is reality that in
7 dozens of public neetings, and in many, nany issued
8 final orders, that this comm ssion, for nmany years,
9 has directed the utilities to take all efforts to
10 reduce fuel costs and to mnimze volatility. And
11 | believe that that's what this project is intended
12 to do.
13 Now, none of us have the crystal ball. But we
14 al so recogni ze that -- and Conmm ssi oner Bal bis
15 asked this question -- but the natural gas that
16 will be provided for the benefit of providing
17 electricity to FPL custoners is a small, snmall,
18 smal |l portion of the natural gas that they w |l
19 need in order to continue to supply that
20 el ectricity.
21 So to nme, the question cones down to, are
22 there enough protections for ratepayers in the
23 petition that's before us? Do our staff have the
24 tools that they need for the accounting and the
25 auditing requirenents so that we can provide the
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regul atory oversight that is necessary and is our
rol e?

And | think when we focus down precisely at
the issue that is before us, | believe that it's
our responsibility to encourage our regqgul ated
utilities to find ways to recognize the reality of
the energy provision that exists in our state and
around us today, which is, as Comm ssioner Bal bis
has pointed out, nore and nore and nore of our
generation is provided by natural gas. Mire wll
be probably, if the EPA C ean Power Pl an conti nues
to nove forward as it is. And when you | ook -- and
also the limted ability that we have in this
state, as | have pointed out at neetings before, to
produce power through hydropower and w nd, which
are options in many other states.

So when you recognize that we are currently
dependent upon purchasi ng natural gas from ot her
states to have another tool to help stabilize and
reduce volatility for the natural gas that we are
required to have our utilities purchase every day,
| think it's our responsibility to | ook favorably
upon that, as long as we nake sure, of course, that
the protections are in there, and, as | stated,

that our staff have the tools that they need to
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performthe regul atory functions.

So, again, when | | ooked at all of it, that's
kind of where it seened to cone down for nme. And |
amvery interested in if we nove forward in
pursuing this additional condition perhaps of a
third-party audit. | think that that does give our
staff nore tools, and gives ne nbre assurance on a
go-forward, and any other potential conditions that
you all would Iike to see if we can find the right
process to do.

CHAI RMAN GRAHAM  Conmi ssi oner Bal bi s.

COW SSI ONER BALBI'S:  Thank you,

Comm ssi oner -- or Chairman G aham and thank you,
Conmm ssioner Edgar. | think | agree with

absol utely everything you said, which we have
finally cone to that nexus on ny |last neeting. But
I think you said it very clearly, and I think it is
I nportant to focus on what we have before us today.

There versus been allegations in nedia and
others that there is going to be -- FPL is
participating in wldcatting. That is not case.
These are proven reserves.

Testinony in the record, you know, it's just
argui ng how nuch of a custoner savings there wll

be, but there will be savings on day one. No
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return on investnent, not having to wait 20, 30
years. Day one custoners are going to see | ower
bills.

| think we can add conditions to this process
that will make staff confortable, wll nmake ne
confortable. | reiterate, | think the I ength of
the contract is a benefit to custoners, and | | ook
forward to any additional comments, but | agree
wi th Conm ssioner Edgar on all of her points.

CHAI RVAN GRAHAM  Coni ssi oner Bri sé.

COW SSI ONER BRI SE:  Thank you, M. Chairnan.

And so | think ny position was pretty clear on
the vote on Nunber 6 as to how | am approachi ng
this concept, and so notw t hstanding ny origi nal
position on 6, where | believe that this is not
ordinary and it's not traditional. It falls
outside of those corners the way | perceive it.
But | have learned through ny tinme in public
service, and in any group, that you -- you are
voting through a denocratic process. The
denocratic process says that once the majority
approves sonething, that's what it is, and so next
to God, the majority is God, right?

CHAI RMAN GRAHAM  Ckay.

COVW SSIONER BRISE: So, | nean, that's the
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1 reality in a denocratic society.
2 COW SSI ONER EDGAR:  There is the quote.
3 COVM SSIONER BRISE: So with that said, | do
4 agree. The question is not what you think about
5 fracki ng, what you think about all these other
6 t hi ngs that have been tal ked about. | think the
7 guestion really boils down to, for ne first, is a
8 policy hurdle. Do we want utilities to get into
9 t he production business?
10 And so that's the first hurdle for ne. Wat
11 ri sks and chall enges are associated with that? And
12 so do we, as a conm ssion, do we, as in what we do,
13 have the tools to | ook at that and ensure that our
14 custoners woul d be getting the best deal all of the
15 time?
16 So if we can answer those questions on the
17 production side, | think we get hal fway there.
18 In ternms of |looking at this particul ar
19 project, yes, this is one project. And so when we
20 | ook at this project, sure, it may be reasonabl e at
21 this tine.
22 And so | amglad that we bifurcated the
23 process so that we can |ook at -- naybe | ook at
24 sone of the experience that we may gain through
25 this, or depending on the timng of when we do it,
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and | ook at the guidelines so that when we set the
broader process for this type of activity, if we
nove forward in that direction, that that can be

I nstructive noving forward.

But the -- it really boils down to, if we are
going to nove forward on this project, what can we
do with respect to this project to ensure that
consuners have all of the protections that are
equi valent to what they get with what they
currently have? And for ne, if those who are
supporters at this point can convince ne, you m ght
get nme to support it.

CHAl RMAN GRAHAM  Comm ssi oner Brisé, well,
you know, the beauty of this board, the beauty of
our conmssion is we tend to be a very, very, very
di verse commission. And | amnot just talking
race. | amnot just talking religion. | am not
just tal king education. | nean across the board, |
nean, we really are such a diverse board. And
believe it or not, | actually enjoy when it gets
down to the pushing and pulling and the tuggi ng,
because | think as you are pulling the |ayers of
t hat onion back, we are getting to -- we are
getting nore | aser focused to what specific issues

are and trying to cone up with a better product for
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the ratepayers for the state of Florida.

| think it's interesting -- |I think it's
really interesting that the two people that, let's
just say have a bad taste in their nouth about this
project, are the two fornmer |l egislators, one on the
state |l evel and one on the county level. But it's
just -- it's just an interesting thing.

| -- once again, the great thing about our
board and our openness, and being a coll egi ate body
where we don't have to sit here and yell at each
ot her, but actually you have intelligent and
rational conversations so we can |listen and we can
try to, as Conmi ssioner Brisé said, get to the
poi nt where it nakes everybody confortable. |
think this is a phenonenal process, and | am not
goi ng to bel abor any | onger. Comm ssioner Edgar.

COW SSI ONER EDGAR:  Thank you.

Just to follow up briefly, for the nonent
anyway, on, Conm ssioner Brisé, a few of your
coments. And | neant to say this earlier, so
t hank you for the opportunity to round out ny
t houghts on this point.

| also was very pleased that we were able to
separate this into tw itens. |It's sonething I

felt strongly about, and felt nore strongly as the
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hearing actually went on. And so | amvery gl ad
that we have been able to do that. And | [ ook
forward over the next few nonths, or whatever the
cal endar tinmefrane will be on discussing --

| earning nore and di scussing the possibility of
sonme of kind of some general principles.

Wth that said, | amnot yet sold one way or
the other as to whether to it adopt sone genera
principles is the way | amgoing to think we shoul d
or should not go. It's just too early in that
process fromwhere | am

But what | do know and do feel also equally
strongly about, as | did the need to separate them
is that for this project, and any projects that nay
or may not conme in the future, very simlar or not
simlar, that this comm ssion has the authority and
the ability, and that we protect it fiercely to
review those on a case-by-case individual basis.

That point is sonmething that is inportant in
nmy thought process at |ooking at this, and when we
do, down the road, naybe di scuss sonme general
principles, | recognize the benefit of having sone
general principles and perhaps statenents of policy
as being beneficial to our staff as they review

things, and al so as stakehol ders consi der whet her
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they are going to bring sonething before us.

But with that said, again, this is one project
that is before us, not any other that may or nmay
not cone. And if we do, down the road, adopt sone
principles, for that to still very clearly retain
this commssion's authority and ability to | ook at
t hem one- by-one, case-by-case, is sonething that |
will certainly want to advocate for during that
tinme.

CHAI RMAN GRAHAM  Conmi ssi oner Bal bi s.

COW SSI ONER BALBI'S: Thank you.

And to follow up as well on Comm ssi oner
Brisé' overall policy discussion -- and that is one
of the first hurdles that | had to | eap over, is is
this sonething that we want to encourage? And it's
sonething that, after struggling with a little bit,
| cane to a very easy conclusion that we shoul d.

And one of the things that it rem nded ne of
iIs one of the -- when | first -- when we first cane
into office the first year, we had the benefit of
natural gas prices dropping significantly. And I
actual ly dusted off this hedgi ng workshop that we
conducted. And | renenber stating that | hated
wor kshops, but this is sonething that we needed to

| ook at because the hedging activities that the
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1 conpani es engaged in, that this conm ssion
2 encour aged, that this comm ssion approved, actually
3 resulted in billions of dollars |lost to custoners.
4 And it was a heated di scussion and a thorough
5 di scussion of that. And this conm ssion decided
6 that that reduction in volatility was worth that on
7 a nmuch | arger issue.
8 And here we are dealing with a snmall project
9 that will conpletely separate the gas prices from
10 mar ket forces. Any type of hedging is still going
11 to be subject to those market conditions. Here, it
12 Is solely on the operations and mai nt enance costs,
13 and it's solely on investnent that's required, and
14 it is essentially fixed.
15 So this is, froma policy standpoint, | think
16 it's safer than sone of the hedging practices that
17 we have taken place, because it fully decoupl es us
18 fromthose market forces. And, you know, again, as
19 Conmm ssi oner Edgar rem nds us, what is before us?
20 Proven reserves. A small project. [It's going to
21 result in savings long-term and it's sonething
22 that | think that we need to have this tool in our
23 toolbox in order to mtigate against volatility.
24 CHAl RVAN GRAHAM  (Ckay. The clock in the back
25 of the roomsays it's eleven o' clock. | think this
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is a good tine to take a break so the
conm ssioners, ny fellow conm ssioners here, can
ki nd of organize their thoughts, organize the
things that they have heard, neet with their staff,
and | guess we can conme back and entertain a notion
for Issue Nunber 1 and continue on with the other
| ssues.

So it's eleven o' clock back there. Let's cone
back here about five mnutes, 10 mnutes -- 10
mnutes. So at 10 minutes after 11:00 by that
cl ock back there.

(Brief recess.)

CHAl RVAN GRAHAM  Ckay, let's take a vote.

COW SSI ONER EDGAR: | need nore tine.

CHAI RMAN GRAHAM  Conmi ssioners, | literally
was kidding. | wasn't going to take a vote, but
hopeful Iy you guys had enough tine. |If you need

nore tinme, please |let ne know.
COW SSI ONER EDGAR: | need five mnutes.
CHAI RVAN GRAHAM  You do need five m nutes?
COW SSI ONER EDGAR: Wl |, | don't know. |
woul d prefer and appreciate and be forever
grateful.
CHAl RVAN GRAHAM  Ckay. Let's take about five

nore m nut es.
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COW SSI ONER EDGAR:  Thank you.

(Brief recess.)

CHAI RVAN GRAHAM  Ckay. Let's bring
everything back to order here.

Who wants to be the first one to take a crack?
Ch, | amsorry, Lisa Edgar said you had a question?

COW SSI ONER EDGAR: No, M. Chairman, that
was for discussion with ny own private, personal,
| ongst andi ng advi ser.

CHAI RMVAN GRAHAM  Ckay. Who m ght that be?

Okay, Conmi ssioner Bri sé.

COW SSI ONER BRI SE:  Thank you, M. Chairnan.
| guess two things.

One, | would Iike to get sone clarity on what
sone of the nodifications mght be, if any. And,
two, | would |Iike to understand why the Fuel C ause
Is specifically and precisely the appropriate
cl ause for this and not sonething else, you know,
before | cone to ny position.

CHAIl RVAN GRAHAM It sounds |i ke naybe we
shoul d answer question two first, and that woul d be
staff, and then we will cone back to your question
one.

COW SSI ONER BRISE:  Yeah. | nean, it really

doesn't matter the order. | mean, | aminterested
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to hear fromstaff, but | amalso interested to
hear nore so fromny fell ow conm ssi oners.

CHAI RMVAN GRAHAM  Conmi ssi oner Edgar.
COW SSI ONER EDGAR: However you want to
proceed is fine with nme. And, Conm ssioner, | am
not sure if those questions were posed to us. | am

glad to have staff junp in, but I wll try to
respond a little bit fromny perspective in
whi chever order as to perhaps additiona
conditions. There what have been a few that we
have tal ked about. | have, | think, already said
that to -- if we nove forward with the majority
approving the petition that is before us, that
addi ng an additional condition regarding the
requi renent of a third-party audit, and | think
that that could be acconplished through FPL'Ss
current mechani sns, but that they would require and
make so a audit by a third-party arm s-1ength
entity. And if staff has additional specifics, I
amfine to hear those; although, | don't want to
overconplicate it personally. So that's one.

And then the second, and | will, of course,
yield to Comm ssioner Balbis on this for nore
detail, but the -- adding sone additional detailed

gas subaccounts is, again, not ny area of expertise
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but is one of the conditions, or potenti al
conditions that | believe Conmm ssioner Bal bis
brought up and that our staff seened to think m ght
be a good additional condition. And | do believe
there was di scussion and testinony during the
heari ng al ong those I|i nes.

So those are the two that | have heard that |
woul d be interested in having as we nove forward.

Now, the third that | think we have di scussed,
al t hough not by ne, is the possibility of maybe
addi ng an additional condition along the |lines of
no additional investnent in incremental wells if
the market price falls below the production costs.
That is one | amglad to hear nore discussion
about .

My concern with that one, speaking of course
just fromnyself, is that interplay between narket
prices and production costs, and narket prices and
demand is sonething that is, you know, |ong-term
and varies. And fromny own perspective, | would
be a little concerned about the possibility of
uni nt ended consequences with that condition. So |
am |l ess sure that that one is the way to go, but
those are the three that I think | have heard.

So that's ny response to one of the points
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that you raised. Another point that you raised is
about the Fuel C ause. And, of course, as we all
know, there are a few other clauses and, of course,
there is the settlenent that controls until

approxi mately 2017.

My approach, again, speaking only for nyself,
| ooking at the information and di scussions | have
had with staff is, again, this is -- |let ne go back
to ny other notes -- that by paying production
costs, we are -- the project would pay for fuel,
that there is the assertion of fuel savings and
that, in the past, the Conm ssion has, on a nunber
of different, case-by-case instances, approved the
recovery through the Fuel C ause because there was
the projection of fuel savings.

And the two exanples that imediately cone to
m nd -- although, we all have lists of many
others -- sone years back there were the railcars
transport issue. A different one that's a little
nore unique -- and | don't renenber if you were
here then or not -- but was after 9/11, when the
NRC applied additional requirenments for security at
nuclear facilities, and this comm ssion approved
t hose costs goi ng through the Fuel C ause,

primarily -- the order speaks for itself -- but
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primarily because the nuclear generation was a cost
savings overall, and therefore, to keep that
operating with the requirenent of the additiona
security, we decided was appropriate.

So that's ny thinking.

COMM SSI ONER BRI SE: | think Conm ssi oner
Brown had brought up sonet hing about sone
savi ngs -- savings costs, or sonething like that.
If you could wal k ne through your thought process
with that.

COMWM SSI ONER BROMN:  Yes, but that doesn't
pertain to why it's underneath -- it is an el enent,
but that's not ny rationale.

| | ooked at several orders, and | have a |i st
of them Comm ssioner Edgar nentioned two. There
are a couple of other hedging orders that allow
cost recovery. This, to ne, acts as a long-term
physi cal hedge, and as such, | think is nore
appropriate under the Fuel C ause.

Tal ki ng about savings, | just want to go back
to a conversation we were having earlier.

COMWM SSI ONER BALBI'S:  Protections.

COMWM SSI ONER BROMWN:  Prot ections, savings
protecti ons.

My opinion, ny belief is that today, based on
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the hearing, the testinony, everything we heard,
that this project today, in ny opinion, is prudent
and is in the public interest for a variety of
reasons that have been nentioned already. But with
regard to certain conditions were to happen in the
future -- again, going back to the fact that it's a
30- to 50-year contract, so many things could
happen, including federal, state regulations that
woul d affect the production costs, that, to ne,
causes Sonme concern.

On the break, though, | did discuss with staff
that the 30-year period is the normfor the
production industry, so -- and obviously savings
woul d be | essened if we shortened the contract
term So addressing -- and we certainly don't want
to Il essen the savings that could be potentially
achi eved but that period.

So what | asked our staff at the break with
regard to if the -- Ms. Helton, you said to
Commi ssioner Brisé earlier that the prudency is a
hot issue right now, but your understanding of the
petition is that prudency under future proceedi ngs,
Fuel d ause proceedi ngs, would not be a hot issue,
so that determ nation is being conducted today.

M5. HELTON: As long as Power & Light acts
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under the terns that they have |laid out through the
course of the proceeding. |If they take sone
activity, or take sone action that is different
fromwhat is laid out, then | think then you can
review that for prudency.

MR BROWN: | think that you nentioned
earlier, though, that the standard woul d be, you
know, intentional -- you lay out -- but | think
that's --

M5. HELTON. Well, | guess adm nistrative
finality wll attach to the order. You can go
agai nst admnistrative finality for any decision if
there is fraud, mstake, ill -- I amsorry, | am
having a hard tine today -- illegal, nalfeasance,
so that's true for any decision that you take. But
here, if there is sone action that Florida Power &
Li ght takes to nake the Whodford Project happen
that is different fromhow they have laid it out
here for you today, then that is free for you to
| ook at without having those other standards to
apply.

COW SSI ONER BROWN: Ckay. So, for exanple --
again, this is just a hypothetical, but if state or
federal regulations were to be inposed in Okl ahong,

or on a federal |level, that would i ncrease the
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costs exponentially for production, then would the
Comm ssi on during have an opportunity during its
annual Fuel Cl ause proceedings to then deemthe
project no |onger -- or the costs recovered under
the project no |longer prudent or in the public

I nterest?

M5. HELTON: | don't know the answer to that
guesti on.

COMW SSI ONER BROMWN: So what | was thinking
along this route, wthout | essening the 30-year
term since that is the standard and the norm
al t hough, | am skeptical of long-termcontracts
i ke that of this nmagnitude; but if we were able to
cap the recovery of the costs to the savings per
year, we have done that in different types of
proceedi ngs, that would basically limt recovery
during that specific year to the anount of savings
that may be -- | amjust throwing it out there.
amnot married to this idea. | amjust trying to
find anay to lessen the risk that is potentially
out there on a project that | believe is in the
public interest, but there are sone unknowns duri ng
the period of tinme of the extent of the contract.

M5. HELTON: WAs that a question to ne?

COMM SSI ONER BROAN:  No. Not a question. It
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was just a statenment to be thrown out for

di scussi on purposes to get those that aren't really
confortable with the project, naybe sone of ny
col | eagues to maybe entice themthrough that

pr oposal .

CHAI RMAN GRAHAM  Conmi ssi oner Bal bi s.

COW SSI ONER BALBI'S: Thank you, M. Chairman.
And | guess to followup a little bit on one of the
comment s Conm ssioner Brown nmade as far as the
hypot hetical situation if federal regulations or
state regulations in Oklahoma result in significant
addi tional costs. | nean, those are the types of
actions that would affect the entire industry, and
I think of all of the custoners would be affected
much nore greatly by that over the 97-and-a-half
percent of gas that's purchased that is not part of
this contract. So that hypothetical would affect
all Floridians greatly, regardless of this contract
being in place or not.

And to follow up Conm ssioner Brisé question
as far as the appropriateness of the Fuel C ause, |
just wanted to add an in addition to the comments
from Conm ssi oner Edgar and Brown is that, you
know, staff has conpiled a |list of 13 capital

projects that were recovered through the Fuel
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Cl ause, ranging fromfuel switching projects to
upgrades of units. In each one of those, there was
an expected or estinmated savings associated with

t hat .

So clearly, this project is sonething that its
intent is to reduce the cost of fuel, and it is, in
nmy opinion, clearly appropriate to go through the
Fuel O ause.

COMM SSI ONER BRISE:  But to that point, |
think all of the projects that were laid out, there
was a very specific anount that we knew we were
going to recover, and so we were tal king about
85 mllion -- $85.5 mllion that was invested in
that total package, and the savings was 422.5
mllion.

So if you can tell ne today that we are
I nvesting -- or custoners are going to invest
191 mllion, and they are going to gain equival ent
percentage, then | amall in.

COW SSI ONER BALBI'S: No, and, M. Chairman.

CHAI RVAN GRAHAM Pl ease.

COMWM SSI ONER BALBI'S: W are al nbst to that
nexus that | tal ked about where it's open dial ogue,
which | think is healthy and inportant.

And | agree with you, Comr ssioner Brisé, on
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1 that point. |In those cases, there was a total cost
2 and an expected savings. But | think what you are
3 forgetting, or we need to rem nd oursel ves, that

4 t he purpose of this project, and the purpose of all
5 hedgi ng activities, is to reviews volatility. It

6 isn't to outguess the narket. It isn't to get, you
7 know, this expected savings, and that's a benefit.
8 But the real purpose is reducing that volatility,

9 whi ch, you know, as a witness testified, each

10 dollar is $600 mllion inpact, or a $6 inpact, you
11 know, w thout hedgi ng.

12 So this is a volatility reduction project that
13 happens to have savings that are expected. So

14 that's howit differs, but that's why it's

15 appropriate for the Fuel C ause.

16 COVWM SSIONER BRISE: So | am going to put on
17 nmy fornmer legislator hat for a second, okay. |

18 don't know how this reduces volatility, right, from
19 a policy perspective. | nean, if | am purchasing
20 fromthe market, and | have the ability if | am
21 purchasing fromconpany X, and it's not -- there
22 are issues wth conpany X, then | can nanage ny
23 | oad with conpany Y and sort of spread that across,
24 but now that I own it, how does that reduce ny
25 ri sk?
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COW SSI ONER BALBI'S:  Yeah. And | will take a
shot at that one, and | think I will adjust your
guestion on reducing your risk to reducing
volatility.

COMM SSI ONER BRI SE: Vol atility is associated
with r risk --

COW SSI ONER BALBI S:  Sure.

COVWM SSI ONER BRISE: -- so | sort of perceive

themclosely related that is.

COW SSI ONER BALBIS: Well, let's | ook at what
happens today with -- if we approve this project,
the 97-and-a-half percent alnost a billion cubic

feet per day that FPL purchases. They purchase
their nom nations on a Day Ahead basis for a large
portion of that. Those prices are -- they are
subject to market forces.

W saw the beginning of the first quarter of
this year the polar vortex and how that affected
nati onwi de prices. Wat this small portion of
their portfolio wll do is extricate that fromit.
Those costs will always be the investnent costs,
the O&M costs, the return, period. That is a
reduction in volatility in any sense of the word.
It doesn't matter what happens in the northeast.

It doesn't matter what the price of gas is. It

Premier Reporting

Reported by: Debbie Krick



Florida Public Service Commission 12/18/2014
Commission Conference 62

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

doesn't matter if LNG projects explode throughout
the United States and the average price goes up,
the gas produced fromthis project wll always be
based on that amount, and in ny opinion, that is a
clear reduction in volatility.

COW SSI ONER BRI SE:  From t hat perspecti ve,
right? But how do we address the potenti al
volatility that exists -- that could potentially
exist as a result of a regulatory space that we
have no control over with respect to sonething that
we own? Wien | say we own, in terns of that
arrangenent that exists. And | recognize that the
percentage of -- that this project has on the
overall picture is small, and we know we are
dealing with one particular project. However, if
this project is successful, right? | suppose the
intent would be to do simlar projects, right?
Maybe, nmaybe not, right?

So in the broader policy picture, aml wlling
to wal k down that path, considering the risks
associated with it?

COMM SSI ONER BALBI'S:  And | think you bring up
a good point, and that is the next steps. And I,
too -- you know, at first, | was disappointed it

was bifurcated fromit because | will not be in
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1 office, but | do recognize that the broader
2 framewor k and policy does need to be vetted very
3 carefully. Wat's the appropriate percentage?
4 VWhat additional protections need to be put in place
5 so that we are not doing it fromthe di ocese |ike
6 in this case and addi ng these additional provisions
7 I f perhaps the Conmm ssion decides to nove forward
8 wi th the broader policy decision? Those are the
9 types of discussions that need to be had and | a
10 degree wth you.
11 | think in this case, with this project, it
12 reduces volatility. There is custonmer savings.
13 It's appropriate for the Fuel Clause, and it's
14 sonet hing that we need to do because we really
15 don't have any other options to reduce our
16 susceptibility for price fluctuations.
17 CHAl RVAN GRAHAM Wl |, there appears to be
18 several safeguards and, Lisa Edgar, Conm ssioner
19 Edgar spoke to sonme of themearlier, that
20 Comm ssioners want to see in this specific project,
21 and so we need to make sure whatever notion cones
22 forward, and with staff's |egal advice, how we put
23 those safeguards into this specific project.
24 | do understand what Conm ssioner Brisé and
25 Conmm ssi oner Bal bis were just speaking about the
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bi gger policy question, the bigger policy issue,
and that just -- that goes to the fact that if this
project that we are dealing with right nowis
trying to put a square peg into a round hole, naybe
you can't get that peg into that hole and you dea
specifically nore with the policy question and not
specifically this project that's in front of us. |
said that because there is no lights on in front of
me.

Conmmi ssi oner Edgar.

COMWM SSI ONER EDGAR: Thank you, M. Chairnman.
And | amgoing to conpletely avoid that square peg,
round hol e thing, because | just am not even sure
where to go with that, but | did have just one
comrent, Comm ssioner Brisé, fromthe |ine of
di scussion that y'all have had here.

| have said this nany, many tinmes, and you
wi Il hear it again, but sonething that was very
educational for ne and absolutely has had a strong
I npact on the way | |look at a variety of these
I ssues over the years was that | did not have the
good fortune that y'all did of having | ower natural
gas prices happening when | cane into this role.
In fact, it was just the opposite, and natural gas

prices were going up and up and up, and no end to
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that trend was in imediate sight. And to have to
vote on those fuel increases was painful to say the
very | east.

However, that year to year true up process is
the law, and it has been supported by the courts,
and it has many good policy reasons for that. But
because of that, and because, as we have laid out,
the fuel mx, the federal requirenents, capita
investnment in this state, and nationally, are
different than back in those eight to 10 years ago.

So | think, fromny perspective, we want to at
| east have the opportunity and not foreclose
utilizing the Fuel Clause with that year to year
true up process for not being just stagnate, this
Is the way we have always done it. This is the
only thing that will work other than a rail car
say.

| very much feel we have done it with the
environnmental clause in the past. W wll in the
future. We have done it with the GBRA, of | ooking
at the clauses, in keeping with the orders at that
have been issued, in keeping, of course, with the
rules and the statute, but taking into account the
evol ving circunstances around us, and that's what |

think we are trying to do here.
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CHAI RMAN GRAHAM My ol d phone used to have a
sound that played cricket noises. There is no
lights on in front of ne, is sonmeone going to take
a swng at a notion? Should I -- Conmm ssioner
Bal bi s.

COW SSI ONER BALBI'S: Thank you.

And | guess before | do that -- | don't know
if there are any other lights on -- | just want to
make sure that we are clear on the additional
protections we have --

COW SSI ONER BROMN:  No.

COM SSI ONER BALBI'S:  Ckay. So if we can
spend sone tine kind of discussing that.

The two that | think are inportant in this
case, to make ne confortable with it and, really, |
bel i eve addresses a | ot of the concerns fromthe
intervenors is the accounting issues. And | think
that if we require themto add the subaccounts so
that it can easily translate between the two
systens of accounts, will allow audit staff, and in
speaking with M. Milhot and his discussions
t oday, woul d nmake them nore confortable.

So that can one requirenent that | would
support and nmake ne confortable. And the other is

when FPL exercises their audit rights per the
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1 contract, that they utilize a third-party
2 I ndependent auditor and work with staff to nake
3 sure that provides information that is needed, that
4 woul d make nme confortable if we nove forward with
S this.
6 CHAI RMAN GRAHAM  Conmi ssi oner Edgar.
7 COW SSI ONER EDGAR:  Just to say that those
8 are the two additional conditions that |I also think
9 are appropriate and will give additional
10 protections, and, as | said earlier, additional --
11 or the necessary tools for our staff to continue as
12 we nove forward, so thank you for articulating
13 t hose.
14 CHAI RMVAN GRAHAM  Conmi ssi oner Brown.
15 COMM SSI ONER BROMN:  So you drop the ot her
16 one?
17 COMM SSI ONER BALBI'S: My thought with that is
18 that -- and | agreed wth what Conm ssi oner Edgar
19 sai d on uni ntended consequences, but then | | ooked
20 at it fromthe standpoint of when the drilling
21 activities would take place, and, you know, if a
22 lot of the drilling activities take place in the
23 first 18 to 24 nonths, as required by the contract,
24 I wouldn't expect to start to put together sone
25 addi ti onal process on projections, et cetera. And
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if it's year 18, there is not going to be a
savings, do we start kind of grinding to a halt
here on the entire process?

| think that because of the drilling
activities happening quickly, and all the
projections show there is going to be a savings in
each and every year, | amconfortable. But I
certainly think that noving forward with the
broader policy issues, if this is sonething that
the Commi ssion wants to nove forward with, those
are the types of discussions that need to be nade,
so when a conpany does provide a petition that
shows projections, what savings is appropriate, a
dollar, 10 percent 20, percent, whatever.

So | feel confortable that the Comm ssion is
going to address noving forward, but in this case
it's not that necessary.

COMWM SSI ONER BROMWN:  Well, yes. | thank you
Conmmi ssi oner Balbis. And, yes, we will |ook at
that as we nove forward. And I think investing in
the actual source here provides custonmers with just
anot her avenue to reduce -- or to avoid the
fluctuating market prices.

As | said earlier thisis -- as | said

earlier, this is an innovative project, and | do --
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I commend FPL for bringing it to us and thinking
again outside the box and so I amready to nove
forward

CHAI RMAN GRAHAM  Conmi ssi oner Bal bi s.

COW SSI ONER BALBI'S: Thank you, M. Chairman.
If it's appropriate, | would like to nove forward
with a notion, and | will try to hopefully get this
succi nct .

On Issue 1, | nove -- and this is an odd way
to do it, but | nove that the answer to that
guestion is yes, provided there are additiona
conditions in the order which require the conpany
to add the appropriate subaccounts to the FERC
system of accounting, and also utilize an
I ndependent auditor in performng the audits and
working with staff to devel op the scope of the
audi t.

And then on Issue 3, | believe the answer to
that is, for the 2015 recovery factor, the answer
IS no adj ustnent.

And then in Issue 8, that's a fallout issue
since staff does have the appropriate adjustnents
to do GPIF factors with the contract in place.

CHAl RMAN GRAHAM  There is a notion on the

floor, is there a second?

Premier Reporting

Reported by: Debbie Krick



Florida Public Service Commission 12/18/2014
Commission Conference 70

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COMW SSI ONER EDGAR:  Second.

CHAl RMVAN GRAHAM  It's been noved and
seconded.

Further discussion on the Bal bis notion?

Conmi ssi oner Bri sé.

COW SSI ONER BRI SE:  Thank you, M. Chairnan.

And | do want to express ny appreciation to ny
col | eagues for their thoughtful -- for our
t hought ful consideration and di scussion this
norni ng, and so ny rationale on how | approach
voting on issues is really based upon two things.
One, are we doing the right thing, and are we
working in the public interest with respect to what
Is before us?

And considering that on Issue 6, which |I took
a pretty solid position there, so | lost that vote,
and recogni zing that part of the input has made the
product better today, | am going to support ny
col | eagues, considering that we will have an
opportunity noving forward to address the broader
policy.

As | stated, this project initself is snall
and could potentially be used as a test product --
| mean, process, or so forth, to a certain degree,

even though tinme may not permt that, but it gives
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us an opportunity to get sone |live experience with
it.

Not to say that | don't continue to have
certain concerns, but | think there are sone of the
protections that we tal ked about, and noving
forward as we go through, whatever additional
process we are going to nove forward with through
the guidelines, or whatnot, that we will work to
| earn nore and tighten it -- tighten that up as we
nove forward.

CHAI RMAN GRAHAM  Any further discussion on
the notion?

Seei ng none, all in favor say aye.

(Chorus of ayes.)

CHAl RVAN GRAHAM  Any opposed?

(No response.)

CHAl RMAN GRAHAM  No. By your action, the
notion carries.

Now we nove on to item nunber --

M5. HELTON: M. Chairnman.

CHAI RMVAN GRAHAM  Onh, that's correct.

This is nore informative than anything el se.
When we ended the hearing, we were tal king about
when briefs were due and when we were going to take

up the overall policy question, the guideline
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1 question. Because | |listened to M. Myle cry

2 about his holidays, we are going to have briefs due
3 on January 12th. Staff recommendation will be out
4 February 19th, and we wll take this up on the

5 March 3rd agenda, with a final order should cone

6 out sometime around March 23rd.

7 Just so for your planning purse, for everybody
8 that has to continue this process noving forward,

9 t hose dates, once again, the briefs are due on

10 January 12th. Staff recommendation will be

11 February 19th. W wll take it up on the March 3rd
12 agenda, and final order should conme out sonetine

13 around March 23rd.

14 M5. HELTON: And, M. Chairnman, just so you

15 know, | think it's staff's intent that there wl|l
16 be two final orders that are issued fromthe

17 record. | think the decision tracks that you are
18 taking are two, are severable such that you can

19 I ssue two separate final orders that will go on
20 separate tracks.
21 CHAI RMVAN GRAHAM  Yeah, so this final order
22 will be issued?
23 M5. HELTON: | don't want to speak for M.
24 Barrera, but soon.
25 M5. BARRERA: So then we can't do July? It
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1 will be 20 days fromtoday, whatever date that is.
2 CHAI RMVAN GRAHAM  Ckay, so this final order

3 wi Il be issued 20 days fromtoday.

4 kkhkkkkhkkhkkhxk*%x

6 (Agenda item concl uded.)
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