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1 PROCEEDI NGS
2 CHAI RMAN BROWN: | think it sounds nore of a
3 general question. |If you could keep it very
4 general, and within the scope of his direct, that
5 woul d hel p out and all ow --
6 MR, MOYLE: kay.
7 CHAI RVAN BROMN:  -- if you could rephrase it
8 in a general, or you can nove on.
9 MR MOYLE: No, | --
10 CROSS EXAM NATI ON (conti nued)
11 BY MR MOYLE:
12 Q A nonopoly provides an advantage in that you
13 don't have to go and sell your services to a custoner
14 because governnent has already said, this is your
15 custoner, is that fair?
16 A Yes, | think that is one elenent of a
17 nonopol y, and then there are other elenents that have
18 downsides to them or higher risk conponents.
19 Q Ckay. So with respect to ny overall question
20 about whet her being a nonopoly gives you a | ower
21 busi ness risk conpared to being in a conpetitive
22 environnent, all other things being equal, would you
23 agree with that, or you would say, no, you woul dn't
24 agree with it?
25 A No, | would say | won't agree with it because
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



IN RE: PETITIONS BY FP&L Florida Public Service Commission 8/22/2016
160021-E1/1600661-E1/160062-E1/160088-El 177
1 | think it is a hypothetical that just doesn't fit in
2 the reality of how we practice our business.
3 Q Are you testifying as an expert or a fact
4 wtness in this case?
5 A A fact wtness.
6 Q And you and | are about the sane age, so | was
7 going to ask you if -- if you --
8 MR, LI TCHFI ELD. (bject to that on behal f
9 of --
10 MR, MOYLE: That's okay.
11 THE COURT: Sust ai ned.
12 BY MR MOYLE:
13 Q Al right. Dd you ever fly on Eastern
14 Arlines --
15 A Yes.
16 Q -- or drive a Datsun, or use a BlackBerry?
17 A | am sorry, what was the second part? |
18 didn't hear the second part. Yes, | have flown Eastern
19 Airlines. | didn't hear the other question.
20 Q Drive a Datsun.
21 A | don't recall driving a Datsun, but I
22 possi bly rode in one.
23 Q O used a Bl ackBerry?
24 A Yes, | have used a Bl ackBerry in the past.
25 Q Ckay. And you woul d agree that Eastern
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1 Airlines is no |longer around, they were in a conpetitive
2 mar ket ?

3 A That's correct. Although, | have seen an

4 Eastern Airline 737 in Mam here, | don't know exactly
5 what's going on. There are several of themthere.

6 Q Ckay. And Datsun went out of business,

7 correct?

8 A | honestly don't know what happened with

9 Dat sun.

10 THE COURT: M. Moyl e.

11 BY MR MOYLE:

12 Q Let ne ask you this; the rates that you are
13 asking, they are set by the PSC, right?

14 A Yes.

15 Q And then they fund your operation?

16 MR, LITCHFI ELD: bject to the formof the
17 questi on.

18 BY MR MOYLE:

19 Q Al right. What are the rates used for?

20 THE COURT: Ckay.

21 THE W TNESS: The revenue requirenents that

22 are established by the Public Service Comm ssion

23 allow us to function as a busi ness.

24 BY MR MOYLE:

25 Q Ckay. And ratepayers don't have much choi ce
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1 about paying the rates, do they?

2 A That's correct. Custoners have to pay their

3 electric bills.

4 Q Wul d you agree that industrial custoners of

5 FPL are an inportant class of custoners?

6 A Yes. Al of our custoners are inportant.

7 Q Ckay. And wi thout nam ng names, but just

8 generally give nme and the Comm ssion your understandi ng

9 of the industrial custoner class, what they |ook |ike,

10 how many people they enploy, just give a sense as to

11  what FPL's industrial custoners look like, if you would.
12 A well, M. Myle, | can -- if you want to give
13 me the nane of those nenbers at FIPUG | can go down and
14 tell you amof those are industrial custoners.

15 Q No, if you don't have the ability to say that
16 conpani es that engage in manufacturing, that have nore
17 t han 25,000 square feet and enpl oy 100 peopl e, you know,
18 to make phosphate, you know, if you don't understand

19 who's an industrial custoner, then that's okay. So | am
20 just asking you generally if you can tell ne, you know,
21 representatively what kind of businesses, industries,

22 are in your industrial custoner class.

23 A Sure. Cenerally speaking, these are custoners
24  who engage in manufacturing, such as Titan Cenent, as an
25 exanpl e.
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1 Q And you don't have to nane nanes, but can you
2 say a cenent conpany, that probably gets you there, or a
3 phosphat e conpany, or a conpany in the pul p and paper

4 business. So | would ask you, you know, not to nanme

5 names, but just give a general description, if you

6 woul d.

7 THE COURT: | think that was asked and

8 answered, M. Myle. He already did answer.

9 MR, MOYLE: Okay. Well, | think he was in the
10 process of answering it.

11 BY MR MOYLE:

12 Q So coul d you describe for the Comm ssion the
13 I ndustrial class of custoners, if you woul d?
14 A I ndustrial custonmers are typically ones

15 engaged in the manufacturing process. They may be

16 engaged in other types of |arge operations that take

17 | oad on a 24-hour basis, as an exanple. There are

18 different classes of custoners.

19 Q Ckay. And they woul d i nclude peopl e that may
20 be in the cenent business, or the phosphate business, or
21 the chem cal business, or the grocery store business; is
22 that fair?

23 A Yes, depending on what their |load profile is,
24  that would be fair.

25 Q Do you know if hospitals are custoners that
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1 take service under a CILC cl ass?
2 A Yes. | do know that hospitals take ClLC
3 Q Ckay. How about with respect to mlitary
4 operations?
5 A | don't know off the top of ny head. |
6 believe so, but | amnot sure.
7 Q And you woul d agree that conpanies, or
8 I ndustries we have naned, that they typically conpete in
9 t he mar ket pl ace, correct?
10 A | don't know. \Which conpanies are you talking
11  about and we can go through thenf
12 Q Well, do you know -- do you know any
13 nonopol ies that are in the phosphate busi ness?
14 A | am not aware of the details of the phosphate
15 busi ness, whether Mosaic is an exanple here in Florida
16 as a nonopoly.
17 Q Any nonopolies in the cenent business that you
18 are aware of ?
19 A Not that | am aware of.
20 Q Any nonopolies in the grocery store business?
21 A Again, not that | am aware of.
22 Q But you can agree that industrial custoners
23 don't typically conpete in the nmarketplace for their end
24 product or process?
25 MR, LITCHFI ELD: bject to the form D d you,
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1 M. Myle, say that they do not conpete?
2 MR, MOYLE: That they typically do conpete --
3 MR LI TCHFI ELD: They typically do conpete --
4 MR MOYLE: ~-- in the nmarketplace, as far as
5 you know?
6 THE COURT: | will allowit.
7 THE W TNESS: Yeah, as far as | know, they
8 conpete in the marketplace. | have no idea which
9 mar ket pl ace they are in, whether there is

10 conpetition or not, depending on the narketpl ace

11 that they are serving.

12 BY MR MOYLE:

13 Q Do you know if any of them are regul at ed

14 nonopol i es?

15 A | don't know, M. Moyle.

16 Q Ckay. You do know that electricity represents
17 a significant variable cost for industrial custoners,

18 correct?

19 A | don't know what percentage it woul d equal

20 for each custoner, it would be different.

21 Q But your industrial custoners are typically

22 the ones that have the | argest | oads and energy usage on
23  your system is that fair?

24 A No, | don't think that's fair, actually.

25 Q Wiy not ?
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1 A Because | believe there are other custoners
2 that actually are not industrial custoners that have
3 | ar ger | oads.
4 Q Li ke who woul d that be?
5 A Li ke school districts.
6 Q Ckay. W th respect to non-governnent
7 entities, you would agree that industrial custoners are
8 typically in arate class that uses the | argest energy
9 | oad, correct?
10 A M. Myle, | am happy to | ook at sone
11 docunents to that effect. | don't know Generally,
12 they are large electric users, if that's what you are
13 aski ng.
14 Q Ckay. So let's |look at the next Exhibit that
15 was - -
16 THE COURT: You know, | think nowis a good
17 time, it's about roughly 12:30. W wll reconvene
18 at 1:15, all right?
19 Enj oy lunch, everybody. Thank you.
20 (Lunch recess.)
21 CHAI RMAN BROWN: | want to first thank the
22 parties for trying to assenble the exhibits at the
23 break. Next time we know to put that maybe in a
24 prehearing order so you have a little bit nore tine
25 to assenble them but | think it's going to nmake
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1 for a much nore efficient process throughout this
2 heari ng, so thank you all of the parties. | know
3 hospital folks were doing it earlier, and | want to
4 really extend ny gratitude to helping it be nore
5 efficient.
6 And we -- this hearing is reconvened, and we
7 are on wwtness M. Eric Silagy, and FI PUG had --
8 M. Myle, you had the floor when we took a break.
9 MR, MOYLE: Thank you, Madam Chair man.
10 CHAI RMVAN BROWN:  You' re wel cone.
11 BY MR MOYLE:
12 Q M. Silagy, do you have Exhi bit 561 before
13 you?
14 A Yes, | do.
15 Q And do you recogni ze this exhibit?
16 A | hadn't seen it before you passed it out, but
17 | recognize it as one that Wtness Cohen has produced.
18 MR, LI TCHFI ELD: And, in fact, Madam Chair,
19 again, simlar to the point that | nmade earlier
20 Wi th respect to sponsored answers to
21 Interrogatories, the MFR schedul es thensel ves
22 simlarly are required to be sponsored by
23 particul ar FPL personnel, and this one in
24 particular is sponsored by Wtness Cohen who w ||
25 appear twice in this matter.
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1 So again, for purposes of streamining the
2 heari ng, and nmaking sure that the right question is
3 asked of the right witness, | would respectfully
4 request M. Myle state the rel evance of this, how
5 it relates to M. Silagy's testinony, and why it
6 isn't better put in front of Ms. Cohen?
7 CHAI RMAN BROWN:  Thank you. And | am sure,
8 M. Myle, you are going to get to the point
9 I mredi ately.
10 MR MOYLE: Well, I can tell you the rel evance
11 if you want to deal with it that way rather than --
12 CHAI RMAN BROWN:  You haven't even asked the
13 guestion yet, though, of the wwtness. So if you
14 are trying to ask hima general question, is that
15 what you are doi ng?
16 MR MOYLE: Well, and naybe just, if | could
17 explain, and then it woul d hel p.
18 So he is the president of the conpany. They
19 are in asking for a rate increase. | represent
20 I ndustrial custoners, and we are getting hit, as |
21 said in nmy opening, with a huge rate increase, so
22 t his docunent shows what that rates increase is.
23 If he doesn't know anything about it, he can say,
24 no, M. Myle, | didn't know we were giving you an
25 83 percent rate increase. |If he does know, then he
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1 can say, yeah, you are getting an 83 percent rate
2 I ncrease.
3 That's what | want to use the docunent for, so
4 it's relevant if he doesn't know. And if does
5 know, then |I'm - -
6 CHAl RVAN BROMAN:  But you under stand anot her
7 Wi tness is sponsoring this?
8 MR, MOYLE: Right.
9 CHAI RMVAN BROWN:  Ckay.
10 MR, MOYLE: Right, but just because a w tness
11 sponsors it and sonething goes into evidence, | can
12 still pick it up and use it, you know, w th another
13 W t ness, | think.
14 CHAI RMAN BROWN: I f he is able to answer the
15 guestion that you just proffered, then you can
16 address it. But getting into the details of this,
17 it seens that there is another wtness that can --
18 that is sponsoring it.
19 MR, MOYLE: | will be shocked if he tells ne
20 he put together the schedul e.
21 CHAI RVAN BROAWN:  We all will.
22 MR, LI TCHFI ELD. W asked himif he woul d be
23 willing to be the sole witness for this case, and
24 he decl i ned.
25
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1 BY MR MOYLE:

2 Q So, M. Silagy, this docunent is highlighted.
3 You see the CILC 1T cl ass?

4 A Yes, | do.

5 Q What's the percent rate increase that they are
6 projected to get for the year ending 12/31/18?

7 A 83. 4 percent.

8 Q Ckay. Is this news to you or did you know

9 this before you have wal ked in and | gave you this

10  docunent?

11 A | hadn't seen the docunent before, that there
12 Is 83.4 on this particular rate increase, but |I know

13 there is an i ncrease --

14 Q Did you know it was 83.4 for CLC 1T?

15 A No.

16 Q So you didn't have order of magnitude

17 I nf ormati on?

18 CHAI RVAN BROWN: It's asked and answered.

19 Pl ease nove along with your questions, M. Myle.
20 MR, MOYLE: Ckay.

21 BY MR MOYLE:

22 Q And does that represent the highest increase
23 anongst any cl ass?

24 A | don't know. [I'll have to |look at the

25 schedul e, but again, Tiffany Cohen can answer t hat
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1 gquesti on.
2 Q Ckay. And do you have any of understandi ng
3 where it says total, and it's highlighted at the bottom
4 and it says 20.4 percent, whether that represents the
5 average percent increase in rates that y'all are
6 seeki ng?
7 A | don't, but | see it represents 20.4 percent
8 under total, and | can assune that that's the average,
9 but I would have to the math.
10 Q kay. Well, I just -- 1 didn't know if you
11 knew how nmuch on an average basis y'all were asking to
12 have the rates increase or. It sounds |like you don't,
13 Is that fair?
14 A | don't think that's fair. | think, again,
15 specifically on a particular class, no, | did not know
16 that it was 83.4 exactly. | can read that it's 20.4
17 percent, but | didn't generate the schedul e.
18 Q Do you think 83.4 is high, a very large rate
19 I ncrease”?
20 A | would have to say both yes and no. | nean,
21 it is, you know, depending on -- for sone --
22 Q You can stick to the yes part for ne, if you
23  would, but --
24 CHAl RMAN BROWN: M. Myle, he is allowed an
25 opportunity to explain.
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1 THE WTNESS: | think for sone custoners who
2 are affected by this, the answer wll be yes. For
3 ot her custoners, you know, this is -- the cost of
4 servi ces nodel, which Wtness Cohen is an expert on
5 and will go through, is designed to properly
6 all ocate the cost to serve to the custoners, and
7 that's what this nodel predicts. That's ny
8 under st andi ng.

9 BY MR MOYLE:

10 Q Ckay. So | shoul d ask her whet her any

11  anal ysis was done about how an 83 percent rate increase
12 m ght effect large industrial custonmers, do you know t he

13 answer to that?

14 A | f your question is you should ask her, she
15 sponsored this, yes, | would ask her about this.
16 Q Ckay. And do you know whet her any anal ysis or

17 study or anything was done to determ ne how an

18 83 percent rate increase mght effect |arge industrial

19 custoners?

20 A Yes, ny understanding is Ms. Cohen went

21 through a very detailed analysis, and the nodel of cost
22 of service actually produced these nunbers.

23 Q Ckay. And you have heard, you were here for

24  the opening statenents. You heard a | ot of the

25 I ntervenors say, use this an opportunity for a rate
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1 decr ease. If this commssion didn't award to ask -- the

2 anount asked, you would agree that that would provide

3 nore noney in people's pockets, all other things being
4 equal , correct?

5 A No, | wouldn't, again, because | don't know

6 what period of tinme you are you tal king about.

7 Q Well, how about for the period of tine for

8 which you are seeking rates. You are seeking rates from

9 2014 to -- to what, 20207

10 A We are seeking rates for the next four years.
11 Q A rate increase, right?

12 A Yes.

13 Q So that's starting in '17?

14 A Yes, not 2014.

15 Q | amsorry, "17, "18, '"19 and '20, is that

16  right?

17 A Yes.

18 Q Ckay. If this comm ssion said, we are going

19 to actually give a rate reduction, or they said, we
20 think we are going to give you 20 percent, you would
21 agree that would result, all other things being equal,
22 I n consuners having nore noney in their pockets,

23 correct?

24 A Again, yes and no. Yes, froma standpoint of

25 that there would be less initially on the revenue
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1 requi rements and, therefore, custoner bills. But again,
2 | think we have denonstrated over the past four years,

3 and even beyond that, that it's the investnents that we
4 have been nmaking, and the ability to invest in
5 technol ogy which has reduced custoner bills over tine.
6 That's why our bills are actually down. That's why
7 I ndustrial custoners' bills are down 16 percent as an
8 exanple in the |ast 10 years.
9 W have been investing, and the only way we
10 can invest in these type of technologies is with the
11 support of the Conm ssion and the revenue requirenents
12 that required to do so.
13 Q Ckay. Does -- in your opinion, or factually,
14 | guess, does the fact that natural gas prices, that
15 they have trended |ower in the past few years, does that
16 have anything at all to do with custoner rates being
17 | ower on your systemthan other systens?
18 A Yes, | can say that it is -- it is absolutely
19 | npacted on our system | can't speak for other systens
20 because | find it actually interesting, as M.
21 Litchfield pointed out in his opening that other
22 utilities' costs have gone up significantly, while ours
23 have gone down. They all have access to the sane
24 natural gas that we do if they have chosen to take
25 advantage of it or not.
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1

Cust oners have absolutely benefited fromit,

2 but they have benefited because we chose to switch off
3 of oil to natural gas. W chose to noderni ze our fleet;
4 and actually, we did so over the objections particularly
5 of you, M. Myle, when you actually sued us repeatedly
6 totry to get us to not nodernize our fleet.
7 Q Al right. And you understand that ny action
8 on behal f of ratepayers was to try to save them noney,
9 right?
10 A | understand that that was your intent. And |
11 understand that you actually, had we submtted to what
12 you wanted, your custoners would be paying naterially
13 nore than they are today.
14 Q All right. And a large part of that is
15 because it was a bet on natural gas, correct --
16 A No.
17 Q -- which way natural gas was going to go?
18 A No, | disagree --
19 Q That's fine. You can just tell ne no --
20 A No, | disagree.
21 Q -- your |awyer can actually, on cross --
22 CHAl RMVAN BROWN: M. Myle, he is allowed to
23 explain his answer, and you know t hat.
24 THE WTNESS: No, | disagree conpletely, and
25 the reason for that is that the investnent in the
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1

t echnol ogi es that we have adopted over the course

2 of a nunber of years has reduced our anount of fuel
3 that we actually burn. So we have actually -- we
4 now have a -- and with us, Roxane Kennedy will go
5 into great detail in this. W have the nost fuel
6 efficient fleet in all of the United States. So
7 it's not just that gas prices have gone down. It
8 Is that actually that we burn | ess gas than we
9 ot herwi se woul d, and that has saved custoners $8
10 billion; not fuel prices being down, but actually
11 fuel efficiency has saved $8 billion to custoners
12 because of those investnents.
13 BY MR MOYLE:
14 Q Are you asking the Conm ssion to award new
15 rates in this case because custoners will save noney in
16 part because fuel costs are | ow?
17 A No. W are asking that the Conm ssion all ow
18 us to continue on the path that we are on. W have
19 denonstrated, in ny opinion, the ability to be able to
20 provi de custoners with a great val ue proposition, of
21  which low bills is part of it, but it's not just all of
22 it. It's highreliability, clean em ssions, all of that
23 cones fromthe investnents, and this rate case i s about
24 being able to continue to do that.
25 MR MOYLE: So, Madam Chairman, just, | -- |
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think this is maybe the first proceeding | have
been in where you have chaired, and | want to
defer --

CHAl RMAN BROWN:  No, it isn't.

MR, MOYLE: Well, okay, | amsorry. The other
one may not have been that nenorable, but |'m
sorry.

CHAI RMAN BROWN: | renenber the other one.

MR, MOYLE: But in terns of how -- |
understand the witness', you know, need to explain,
but obvi ously, on cross-exam nation, to try to nmake
poi nts, you know, yes -- yes, no, and if M.
Litchfield says, well, | need to redirect himon
that, you know, sone of ny questions are designhed
to get the yes, no, not wiwth the explanation --

CHAl RMVAN BROWN: M. Myl e --

MR MOYLE: | can object, but if you want ne
to give the explanation, I wll just -- | won't
limt it to that.

CHAl RMVAN BROWN: M. Myle, | think | stated
it earlier when M. Silagy took the stand that he
may give a yes or no, or an | don't know, followed
by a narrative.

MR, MOYLE: Ckay.

CHAIRVAN BROMWN:  |If it is going into an area,
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1

your nore than wel cone to object, that is outside

2 of his testinony, but | think that's clear here.

3 MR, MOYLE: Okay. | just want to nmake sure

4 understand the ground rules. Thank you.

5 BY MR MOYLE:

6 Q Do you understand -- do you serve to

7 Enterprise Florida? Are you involved with the

8 Enterprise Florida?

9 A Yes.

10 Q I n what capacity?

11 A | serve on the board of Enterprise Florida.
12 Q And what -- Enterprise Florida, they are set
13 up to try to get nore business to Florida, is that

14  right?

15 A That's correct.

16 Q And you are also aware that this

17 adm ni stration has a focus on jobs, in getting nore jobs
18 to Florida, is that right?

19 A Yes.

20 Q Does Enterprise Florida's m ssion dovetail to
21 with that of the admnistration with respect to trying
22 to create nore jobs?

23 A Yes, generally, | think Enterprise Florida is
24 about trying to pronote econom c devel opnment for

25 Florida, that generates jobs as part of it.
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1 Q And you woul d agree that industrial custoners
2 general ly provi de good jobs, correct?

3 A Yes, generally speaking, | would say they
4 provi de good jobs. It's hard for ne to answer that
5 question w thout specifics, but, yes, generally.
6 Q kay. So can | reference you to -- | have it
7 mar ked as 262.
8 A 2627
9 CHAI RVAN BROWN:  562.
10 MR MOYLE: | amsorry, 562.
11 MR. LI TCHFI ELD. And, Madam Chair, would note
12 again that this response is sponsored by Wtness
13 Morely on behal f of FPL.
14 CHAI RMVAN BROWN:  Dul y not ed.
15 BY MR MOYLE:
16 Q So, M. Silagy, this is an interrogatory that
17  your conpany answered, and it represents, | think, a
18 seven-nonth tinme from August 2015 to February 2016, do
19 you see that?
20 A Yes, | do.
21 Q Ckay. And in ny reading of the chart, it
22 | ooks |i ke every custoner class, residential custoners,
23 commercial customers, small industrial customers, medium
24 I ndustrial custoners, all have had custoner growth
25 during that period of tine, but large industrial
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1 custoners have actually gone down, is that correct?
2 A Yes, | see that. Again, | amnot famliar
3 wththis, but | see it has gone fromfour industrial
4 custoners |ess over that period of tine.
5 Q Right. So that's four industrial custoners in
6 the span of four -- | nean, in seven nonths, is that
7 right?
8 A Well, that's four industrial accounts, to be
9 specific, if | amnot mstaken. Again, | didn't produce
10 this, but that would be four accounts, that could be
11 four nmeters. They could have consolidated neters. |
12 don't know what the inpact was to a custoner.
13 Q Ckay. You would agree that, at least wth
14 respect to large industrial custoners, that that nunber
15 I's heading in the wong direction with respect to the
16 obj ectives of Enterprise Florida and the adm nistration?
17 A Again, | don't know what this represents way
18 in the way of custoners, M. Myle. | can tell you that
19 Enterprise Florida, which we are very actively engaged,
20 and | am personally, we have generated over a mllion
21 jobs in the last seven years, and | am sure sone of
22 those are industrial and commercial, | don't know. So |
23 can't tell you because | don't know what this
24  represents.
25 Q Ckay. And with respect to the inpact that an
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1 83 percent rate increase mght have on |large industri al
2 custoners, you would agree that wouldn't be a positive
3 thing, all other things being equal, correct?

4 A Yes. | would agree that generally higher
5 bills wouldn't be viewed positively. However, | would
6 say that, again, we have actually been able to | ower
7 their bills over the past four years, and that's been a
8 positive for them
9 Q So you do provide sone overview about return
10 on equity, correct?
11 A | don't know what you nean by provide sone
12 review on return on equity.
13 Q Return on equity, | amgoing to ask you
14 questions about ROE, return on equity.
15 A Sure, we can touch on it.
16 Q Ckay. And so return on equity is, in effect,
17 the profit that this conm ssion authorizes you the
18 opportunity to earn based on your business operations,
19 Is that right?
20 A The m dpoint that the -- yes, the m dpoint
21 that the Comm ssion sets is what is authorized to
22 provi de us the opportunity to earn.
23 Q Ckay. And given that you are a nonopoly,
24  there is a construct that uses current market conditions
25 and expectations of investors to set that return on
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1 equity, or that profit; is that right?
2 A Yes, | will agree that we have investors who
3 viewus in the context of our rate regul ated structure.
4 And, again, | -- you know, | think it's inportant to
5 understand we have -- we are -- the Comm ssion has set
6 our service territory, and we have that service
7 territory where we serve our custoners. W have to
8 conpete for custonmers within that service territory
9 every day. And.
10 So | feel as if, you know, that's -- the
11 I nvestors take that into account, just |like they take
12 I nto account what custoners are noving in, or noving
13 out, and what the econony is doing, and a | ot of other
14  factors.
15 s that what you are asking? Because | ama
16 littl e confused.
17 Q No, no, it's not. Did | hear you say you have
18 to conpete for your custoners every day?
19 A Sure. Yes, you did.
20 Q Ckay. But that was different when asked you,
21 | think before, as a regul ated nonopoly, whether you
22  have to conpete for custonmers. Can custoners go to Duke
23 If they don't |ike FPL service?
24 A Yes and no. Wat | will tell you is that
25 custoners have options, and so what custoners can do
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1 Is -- there is the option to self-generate, as an
2 exanple, and sone industrial custoners actually do
3 generate power for thenselves. There is the option for,
4 nowadays, w th technol ogy, such as rooftop and battery
5 technology, to self-generate.
6 And then al so franchi se agreenents, as an
7 exanple within our service territory. W effectively
8 have to conpete for those. If we don't do a good job,
9 t hen those franchi ses do have the opportunity to go
10 el sewhere, such as Duke, | suppose, and wheel their
11 power fromthere.
12 Q How about sone of the people in the red shirts
13 that | think are with AARP, what -- if they are
14 dissatisfied wth your service, what's their option to
15 find a conpetitive market?
16 CHAl RVAN BROMWN:  Excuse ne, pl ease, please .
17 M. Silagy, you may answer.
18 THE WTNESS: Sure. So |I think any custoners,
19 and all custoners, including those who are nenbers
20 of AARP, have the option potentially, and | don't
21 know t heir individual circunstances, but as an
22 exanpl e to have rooftop solar and battery storage
23 if it mude sense for themto do that.
24 | amvery proud of the fact that we have got
25 the lowest bills in the state, and therefore, that
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1 option is not sonething that they find particularly
2 attractive because our bills are so | ow
3 BY MR MOYLE:

4 Q D dn't your conpany oppose rooftop solar in
5 the last goals docket?

6 A No, | amnotify aware -- we do not oppose

7 roof top sol ar.

8 Q Ckay. So the question | was trying -- | nay
9 not have done a good job of asking the question about

10 return on equity, but I amtrying to get you to explain
11 your understanding of what this commssion's job is as
12 It relates to return on equity. So that's a very
13 open-ended question. Please explain.

14 A So, Comm ssioners, ny understanding is your
15 job is to determ ne, based on the evidence that's
16 presented into the record, of what you find is a
17 reasonabl e return on equity mdpoint that wll allow us
18 to be able to continue to provide the |evel of service
19 that we do to our custoners.

20 CHAl RMVAN BROWN: M. Myle, we |love it when
21 people tell us what our job is, so please --

22 MR MOYLE: Well, he told you. | just asked
23 t he questi on.

24 CHAI RMAN BROWN:  Thank you.

25 BY MR MOYLE:
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of the factors of setting the RCE is?

Q Isn't it also -- isn't that judgnent based on

MR LI TCHFI ELD: Madam Chair, M. Silagy coul d
sit here this afternoon and have a discussion with
M. Myle about ROE, but he is not the ROE W tness
inthis case, and | would respectfully request that
M. Myle actually point us to the point, the
provisions in M. Silagy's testinony that are a
poi nt of demarcation for this |line of cross.

CHAI RMAN BROWN: | woul d agree with FPL.

M. Myle, looking at M. Silagy's direct
testinony, please point ne to the |line and page
nunmber where this goes into the detail that you are
goi ng i nto.

MR, MOYLE: WII| you give ne a mnute, please?
So on page 23, he starts at line 16. |t says,
fundanental |y, we believe that sound regul atory
policy suggests that conpanies with a proven track
record of delivering better value for their
custoners shoul d be encouraged to continue their
best-in-class performance. Taken in conbination,
FPL w t nesses Dewhurst and Hevert reconmend an
appropriate allowed retail regul atory ROE m dpoi nt

of FPL -- | amsorry -- for FPL, of 11.5 percent,
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1 whi ch includes a 50 basis point ROE rider that
2 woul d recogni ze FPL's strong track record of
3 superior performance and provide an incentive for
4 continued strong perfornance.
5 MR LITCHFIELD: That is very clearly a
6 sunmary and a reference to testinony filed by
7 M. Dewhurst and M. Hevert.
8 CHAl RMAN BROWN: | woul d agree, M. Myl e.
9 MR, MOYLE: Okay. Well, can | --
10 CHAl RVAN BROMN:  Yes.
11 MR, MOYLE: -- just make -- | wll nake a
12 proffer if | need to, but if a witness puts
13 testinony in their thing that says, you guys should
14 give us 11.5 percent RCE because we have done a
15 good job, | should be able to ask themif they
16 have -- first of all, if they even have an
17 understanding of ROE; and if they do, what's it
18 based on; and then why do they think 11.5, you
19 know, should be the right nunber.
20 CHAl RMVAN BROWN: M. Myle, if you stick to
21 very general questions, | think that would fit
22 within the scope of his direct testinony. M. --
23 FPL Wtnesses Dewhurst and Hevert | ook to be |ike
24 the witnesses that you want to get into the detail
25 that you are getting into, so | wll allow you to
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1 ask sone general -- a few nore general questions.
2 And if the wtness knows it, then he knows it; if
3 he doesn't, he doesn't, and | would |Iike you to
4 nove al ong.
5 MR, MOYLE: kay.
6 BY MR MOYLE:
7 Q Sir, given the judge's ruling, do you have an
8 under st andi ng, yes or no, whether current market
9 conditions play a role in determning return on equity?
10  You can say yes or you can say nho.
11 A Yes.
12 Q Thank you.
13 And you are al so asking this commssion to
14 give you a 50 basis point adder based on past
15 per f ormance, correct?
16 A No.
17 Q You are not asking for a 50 basis point rider?
18 A Yes.
19 Q Is it based on a strong track record of
20 superi or performance?
21 A Yes and no. That is partly what it is about,
22 but it is not exclusively what it is about, as | said in
23 ny oral summary --
24 Q s --
25 CHAI RMAN BROWN: Pl ease don't interrupt.
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1 MR MOYLE: Ckay. M a apol ogies.
2 THE WTNESS: It is -- it is yes, |ooking at
3 our past performance, but al so what our custoners
4 are actually enjoying today froma val ue
5 proposition.
6 And inportantly, it is to serve as an
7 i ncentive for that continued performance goi ng
8 forward; and on a policy basis, to send the nessage
9 that performance nmatters to all other ROEs in the
10 state.
11 BY MR MOYLE:
12 Q Wul d you object if | called it a bonus?
13 A Yes, | think M. Dewhurst goes into great
14 detail as to why we characterize it the way we do. |I'm
15 sure he can provide you with a | ot of details and
16 information about it. | think it's, again, a return on
17 equity adder. That's how we have characterized it.
18 Q Ckay. Wien you say -- used the words on |ine
19 22 at page 23, provide an incentive for continued future
20 strong performance, you don't think that -- that the
21  word bonus fits with that, is that your testinony?
22 A Yes. | believe incentive is an appropriate
23 adj ective for it.
24 Q Do you all provide bonuses to your enpl oyees?
25 A Yes and no.
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1 Q And when you do provide bonuses to your
2 enpl oyees, is it for very good perfornance?
3 A Again, Wtness Slattery can go into detai
4 about our conpensation programwas put forward. W have
5 a holistic approach on our conpensation programto
6 enpl oyees to try to incentivize the best performance,
7 and | think it's delivered.
8 Q So that -- that would be a yes, | nean, right?
9 A | believe | answered the question. | am not
10 sure. |If not, | amhappy to try again.
11 Q You are the president of the conpany. |f you
12 have an understandi ng of your incentive programto the
13 extent that you provi de bonuses for superior
14 perf ormance, you can say, yes, | understand that. |If
15 you don't have any understanding of it, you can say, M.
16 Moyl e, | don't have any understandi ng of how we give
17 I ncentive conpensati on.
18 A Agai n, our incentive programhas a variety of
19 different elenments to it. W obviously incent
20 performance for enployees on an individual basis as well
21  as how the conpany is performng.
22 Q What's your current return on equity?
23 A Qur current mdpoint is 10.5 percent.
24 Q And how nmuch are you seeking in this case?
25 A 11 percent.
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1 Q And is that with the adder/bonus?
2 A No.
3 Q When you add t he adder/bonus, what is your
4 rate?
5 MR LI TCHFI ELD: (bject to counsel's
6 characterization of bonus. He has already asked
7 the witness if he agrees with it. The w tness has
8 sai d no.
9 MR, MOYLE: | will revise.
10 CHAI RMAN BROWN:  Thank you.

11 BY MR MOYLE:

12 Q What's the ROE you are asking with the

13 I ncentive enhancenent ?

14 A 11. 5 percent.

15 Q And is that the m dpoint?

16 A | am sorry?

17 Q |s that the m dpoint?

18 A Yes.

19 Q So what's the top of the range?

20 A Under current Comm ssion practice, it would be

21 12- and-a- hal f.
22 Q kay. And do you have an understandi ng of how

23 much 100 basis points or one percentage point represents

24 in return on equity?
25 A Yes.
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1 Q What ' s your under st andi ng?
2 A About $240 million.
3 Q So based on your filed testinmony of 11.5, if
4 this commssion were to say, we think that's -- that's
5 too high; we think, given what's happened around the
6 country, and market conditions, we wll give you 10,
7 would that then represent a savings to ratepayers of
8 360 million?
9 A Roughly, that's about correct.
10 Q Ckay. Since 2012, are you aware directionally
11 i n which way the cost of equity has noved?
12 A Wer e?
13 Q Up or down. Has the cost of equity gotten
14 nore expensive or | ess expensive since the 2012 rate
15 case? |If you know.
16 MR, LI TCHFI ELD. Madam Chair, | think we have
17 now crossed that line that we referred to earlier.
18 W are into the details of cost of equity
19 devel opnment. W have got witnesses in this case
20 that are well equipped to spend as nuch tine as M.
21 Myl e wants to spend with them on that subject.
22 CHAI RMAN BROWN: | will agree that there are,
23 but I will allow the question.
24 THE WTNESS: So | will say | don't know. |
25 think generally, it's going to depend, and M.
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1 Dewhurst can go into the details and provide you
2 that information.
3 BY MR MOYLE:
4 Q And so if | asked you the sane question about
5 I f the stock market is higher today than it was in 2012,
6 would you know the answer to that?
7 A No, actually, | don't know what the exact
8 stock market was in 2012.
9 Q Wul d you agree that what other comm ssions in
10 other states have done recently is an inportant
11 consi derati on when determning return on equity?
12 A | would agree that the Conm ssion will take
13 I nto account a | arge nunber of different factors of
14 which other comm ssion versus determ ned nay be one or
15 may not. That's up to the Comnm ssion to decide if it's
16 rel evant.
17 Q Do you have an you understanding as to ot her
18 conm ssions are effectively being asked to make the sane
19 judgnent that this commi ssion is when setting ROES in
20 ot her jurisdictions?
21 A | am not sure | understand your question. |
22 amfamliar with the fact that as an exanple 10.65 is
23 the average for the southeast. |If that's what you are
24  asking what other conm ssions have done, 10.65 right now
25 Is the average for the southeast U S. | amfamliar
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1 wth that wth what conmm ssi ons have done.
2 Q Yeah, | amjust trying to understand whet her
3 you believe or have any know edge about ot her
4 conm ssions when they are trying to figure out RCE,
5 whether they go through the sane or simlar process that
6 this conm ssion goes through.
7 A | don't know what the other conm ssions do in
8 determ ni ng the ROCE.
9 Q And you woul d agree that the adder is not cost
10 based, correct?
11 A That the adder is not cost based?
12 Q It's not based on any costs -- | think you
13 used the word it sends a signal or a nessage, you know,
14 the 50 basis point adder, that's not based on cost,
15 correct -- or do you not know?
16 A No, correct. The 50 basis point is an
17 I ncentive nmechani sm
18 Q And when this comm ssion is considering the
19 I ncentive mechanism you would ask themto consider
20 FPL's past performance, correct?
21 A Yes, as part of the overall view of past,
22 current and future perfornmance.
23 Q Ckay. And you would al so agree that, when
24 consi deri ng past perfornmance, that the Comm ssion should
25 consi der things you have done well, and then naybe sone
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1 things that you haven't done so well, correct?
2 A | think the -- yes, the Comm ssion should | ook
3 at, holistically, what our performance has been for
4  custoners.
5 Q So prefacing this next |ine of questions,
6 your -- your testinony and your counsel have put a | ot
7 of , you know, slides together and things where they
8 suggest it is good. | have a couple of things that are
9 maybe not so good, so I want to ask you about them No
10 di srespect, just want to build a record on this.
11 So the first one is the Turkey Point cooling
12 canal s.
13 CHAl RVAN BROAN: M. Myl e, can you direct ne
14 to that line of questioning in his prefiled direct
15 testi nony, please?
16 MR, MOYLE: | think it's the sane thing
17 directed you to, the 50 basis point adder. He is
18 saying it should be provided for good performance
19 and to incent future actions based on --
20 CHAI RMAN BROWN: Pl ease direct ne to the exact
21 | anguage that would allow this type of questi oning.
22 | don't believe you have tal ked about canals or
23 Turkey Point in this.
24 MR MOYLE: No, | wll stipulate he didn't
25 talk about it. But | think, in light of his |ast
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1 answer, where he said, good and bad shoul d be
2 considered, that it's relevant to his testinony.
3 Agai n, page 23, he tal ks about, taken in
4 conbi nati on, FPL Wtness Dewhurst and Hevert
5 reconmended appropriate allowed retail regulatory
6 RCE m dpoint for FPL of 11.5 percent, which
7 i ncl udes a 50 basis point ROE adder that woul d
8 recogni ze FPL's strong track record of superior
9 performance in providing incentive for future
10 strong perfornance.
11 So he is tal king about FPL's strong track
12 record of superior performance, sone of the things
13 | want to bring out related to Turkey Point.
14 CHAI RMAN BROWN:  Fair enough. Fair enough.
15 In a general way, | will give you sone |atitude
16 her e.
17 MR, MOYLE: Thank you.
18 BY MR MOYLE:
19 Q Maybe | could nove it along by just referring
20 you, M. Silagy, to the exhibit that's been marked 563,
21 entitled Consent Order on Cooling Canals.
22 A | am there.
23 Q Do you have information about FPL's situation
24 I nvol ving the Turkey Point cooling canal s?
25 A Yes, generally.
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1 Q Ckay. So would you agree that |ast fall
2 M am - Dade County issued FPL a notice of violation
3 regardi ng the cooling canal s?
4 A Yes.
5 Q And that related to hypersaline water, is that
6 right?
7 A Yes.
8 Q And what's your understandi ng of hypersaline?
9 A Hypersaline water is water that has a salt
10 consent that's higher than the surroundi ng bay water.
11 Q And that's not a good thing, correct?
12 A Generally, that's correct.
13 Q And part of the reason it's not a good thing
14 Is if you have salt getting into an aquifer that's used
15 for drinking water sources, it can inpact the quality of
16 the water; is that fair?
17 MR, LITCHFI ELD. (bjection to the extent that
18 the question inplies that, in fact, that is what
19 has happened. bjection to the formof the
20 questi on.
21 CHAl RMVAN BROWN: M. Moyl e.
22 MR, MOYLE: | amjust asking if he has an
23 understanding why it's bad. | am not suggesting
24 that it's why this happened at this question.
25 CHAI RMAN BROWN:  Can you rephrase it?
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1 MR, MOYLE: kay.
2 BY MR MOYLE:
3 Q M. Silagy, if salt gets in water that people
4 are using to drink, that is not a good thing, correct?
5 A Generally, | would say yes, that's correct, up
6 to certain levels. | amnot an expert on this of
7 what -- at what l|level it becones bad, but generally, you
8 would prefer not to have salt in the water.
9 Q Ckay. Are you aware of an expert study
10 performed by a Dr. Chen related to the cooling canal s?
11 A | have heard of Dr. Chen and the study, but I
12 amnot famliar with the details of it.
13 Q So you haven't read his report?
14 A No, sir, | haven't.
15 Q Ckay. And are you aware that the Senator who
16 | believe represents the area where the cooling canals
17 are located has called for a legislative speci al
18 commttee to be convened to investigate the situation in
19 the cooling canal s?
20 A | amnot famliar with them doing that now |
21 know that the | egislative commttee was hel d, and they
22 had a hearing, and that's over, if that's what you nean.
23 Q Senat or Fl ores?
24 A Yes, Senator Flores, that commttee did hold a
25 hearing on it.
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1 Q Do you also agree that in the end of 2014, DEP
2 | ssued an order that required FPL to reduce the salinity
3 i n the cooling canal systenf
4 A Yes.
5 Q And then al so --
6 A And -- | amsorry, | need to actually anend
7 that. It was not within the cooling canal system so it
8 was -- the hypersaline water that is part of this has to

9 do with water that is extendi ng beyond the cooling

10 system so not within the cooling system

11 Q Ckay. And DEP al so issued a notice of

12 violation in April of 2006 in which they stated that FPL
13 was a major contributing cause to the westward novenent

14  of saline water, is that right?

15 A | don't recall if that's the date of it. |If
16 you show it to ne, | amhappy to reviewit.

17 Q How about paragraph 14 in the consent order?
18 A kay. Where is -- paragraph 14, what page?
19 Q Do you have famliarity with the consent

20 order?

21 CHAI RMAN BROWN:  What page is that on, Exhibit

22 563, M. Myl e, what page?

23 MR, MOYLE: It's on page five.

24 THE W TNESS:. Thank you.

25 CHAI RMAN BROWN:  Thank you.
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1 THE WTNESS: Yes, | see it on April 25th.
2 Thank you.
3 BY MR MOYLE:
4 Q So you don't -- you don't dispute that fact,
5 on April 25th, 2016, DEP issued a notice of violation to
6 FPL stating that the cooling canal systemis the major
7 contributing cause to the continuing westward novenent
8 of the saline water interface and the discharge of
9 hypersaline water contributes to saltwater intrusion, is
10 that fair?
11 A Yes, | see that here in the consent order, and
12 | agree that that's what it says.
13 Q Ckay. And you al so agree factually? You
14 don't contest that, do you?
15 A No. W have agreed with the consent order.
16 That's why we entered into the consent order.
17 Q Ckay. And just so the record is clear, CCS
18 does nean cooling canal system is that right?
19 A Yes, it does.
20 Q Ckay. The objective of this consent order is
21 for FPL to cease discharges that would inpair the
22 reasonabl e and beneficial use of adjacent groundwaters,
23 Is that right?
24 A Can you point nme to that |anguage?
25 Q Par agr aph 19.
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1 CHAl RVAN BROMWN:  Page seven?
2 THE W TNESS: Thank you.

3 MR MOYLE: Yes, nmm'am

4 THE WTNESS: Yes, | see that.

5 BY MR MOYLE:
6 Q And do you agree with that?

7 A Yes, | agree with this as read inits

8 entirety, so it's by halting the westward m grati on of

9 hypersaline water fromthe cooling canal system -- am
10 happy to provide you sone detail of this if you --

11 Q Well, | just want to understand -- | have one
12 | ast question on that, that the rule that governs this

13 suggests that discharges to groundwater shoul d not

14 | npai r the reasonabl e and beneficial use of adjacent

15 waters, either ground or surface, is that right? |If you

16 want to find it in the order, it's on page two, | ast

17 sentence. And | will read it into the record, Rule

18  62-520 --

19 CHAl RMVAN BROWN: M. Myle, was that a

20 question?

21 MR, MOYLE: | was asking if he agrees with

22 this.

23 CHAI RMVAN BROWN:  Ckay.

24 THE WTNESS: | amtrying to get there.

25 CHAI RMAN BROWN:  Maybe | et hi m have an
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1 opportunity to read it first.
2 THE WTNESS: So are you -- where do you want
3 me to start? The permit authorizes discharges from
4 the cooling canal system --

5 BY MR MOYLE:

6 Q No, sir. The last sentence on page two, it

7 just says, you would agree, Rule 62-520.400, Florida

8 Admnistrative Code, provides that discharges to

9 groundwater shall not inpair the reasonable and

10  beneficial use of adjacent waters, either ground or

11  surface, correct?

12 A Yes.

13 Q And so DEP has issued a notice of violation
14 where they said you are violating this rule, is that

15 fair?

16 A No. This is -- that -- continuing, if -- if
17 gone unchecked, then there would be, potentially, the
18 reasonabl e -- inpact on a reasonabl e and beneficial use
19 of adj acent waters.

20 So this goes back to, you know, the cooling
21 canal system has been operated as designed for the | ast
22 40 years. The design took into account at the tine the
23 best information and science available, and it was

24 actually required by the federal governnent. The

25 cooling canal systemwas not our original idea. It was
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1

sonet hing that the federal governnent required. And

2 everybody understood at the tinme that there would be

3 hypersali ne water produced, and it would settle into the

4  ground, because we have linestone in Florida, and that

5 it would travel. The cooling canals were designed to

6 inpair that. That's why a -- what we called interceptor

7 ditch was dug.

8 Unfortunately, over the course of 40 years,

9 what we have found was that the hypersaline water sunk
10 bel ow the 18 feet that was originally projected, and did
11 mgrate to the west. W self-reported that, and we
12 entered into a consent wwth the Departnent of
13 Environnmental Protection and M am - Dade, DERM and ot her
14 agencies, in order to try to address this, because we
15 think it's the right thing to do, and we don't want it
16 to inpact drinking water wells in the future, which it's
17 not today.

18 Q Ckay. But obviously, at the end of the day, |

19 nmean, you are working to try to solve this, but this is

20 not a positive devel opnent; fair?

21 A | amvery proud of actually how -- no, | don't

22 think that's fair.

23 Q Ckay.

24 A | amvery proud of how we have operated the

25 cooling canal systens and, frankly, Turkey Point, for
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1 the past 40 years. | wish we would have known that the
2 water would have mgrated when we first designed it, but
3 we didn't; now we are addressing it.

4 Q So let's nove on to Exhibit 565. Tell ne when

5 you have it.

6 A | have it.

7 Q kay. Are you famliar with this exhibit?

8 A | have not seen it before today.

9 Q So do you have any information with respect to
10 how FPL's efforts to get the siting board to approve

11 Turkey Point 6 and 7, and transm ssion |ines associ ated
12 with that, how that faired?

13 A What | do recall about this -- no. Wat | do
14 recall about this is that this is pending before

15 appel l ate court, so | don't know how it wll fair.

16 Q You don't know what ?

17 A | don't know how it will fair because it's

18 still pending.

19 Q kay. On the first page, it says that -- in
20 bold, it says, holding of the District Court of Appeal,
21 do you see that?

22 A | do.

23 Q And underneath the holding, it has sone things
24 It says, the siting board was required to consider | ocal
25 regul ati ons when certifying utility's request to install
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1 new transm ssion lines, right?
2 A | see that.
3 Q And it also says that the board was enpowered
4 under three, pursuant to the Power Plant Siting Act, to
5 condition certification of utility's expansion project
6 on utility's installation of power |ines underground at
7 utility's expense. Do you see that?
8 A Yes.
9 Q And then there is a finding under two, it says
10 reverse and remanded right under that, correct?
11 A Yes.
12 Q So if you had to received site certification
13 fromthe Governor and Cabinet, and the appellate court
14 I s saying, reversed and remanded, that would not be a
15 positive thing, correct?
16 MR, LI TCHFI ELD: Madam Chair, before the
17 W t ness answers, | amjust curious as to whether
18 M. Myle is taking issue with the Court's
19 deci sion, or whether he is taking issue with FPL's
20 performance in seeking the board's siting
21 authority. The two are very different.
22 CHAl RMVAN BROWN: M. Moyl e.
23 MR, MOYLE: So | amjust pointing out again
24 with this adder about perfornmance that FPL's done
25 sone good things, but there is also sone things
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1 t hat have not been that good from FPL's execution
2 st andpoint, one of thembeing the failure to get
3 Turkey Point 6 and 7, and the transm ssion |ines
4 associated wth that, certified in a way that, you
5 know, that they can rely on.
6 MR LITCHFIELD: It sounds like M. Myle is
7 agreeing with the positions that we took before the
8 Court and we received an unfortunate outcone.
9 CHAI RMVAN BROWN:  Just a second. Ms. Hel ton,
10 or Ms. Brownless.
11 Al right. M. Helton, we are tal king about
12 Exhibit 565, M am -Dade County, and M. Myle is
13 getting into a little bit nore specific detail in
14 guestioning on the Court's pending -- or the
15 Court's decision. Wat are your thoughts on it?
16 M5. HELTON: Well, | have to confess, | ama
17 little bit confused about what M. Myle's question
18 Is, too. | dothink it's fair, though, to ask the
19 utility president, are you famliar with this case?
20 And if he has broad general questions, do you
21 agree, or do you know about this case in
22 particular -- or what do you know about this case?
23 MR, MOYLE: How about if | restate?
24 CHAI RMAN BROWN:  That sounds good.
25 BY MR MOYLE:
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1 Q Do you think it's a good thing or a bad thing
2 that the Third DCA -- the Third District Court of

3 Appeal, on April 20th, 2016, issued an order that said,
4 reversed and renmanded?

5 A In the context of our perfornmance?

6 Q In the context of you trying to nove forward
7 wth Turkey Point 6 and 7, and transm ssion |ines

8 associated with Turkey Point 6 and 7.

9 A That's a bad thing insofar as it wll result
10 I n del ays.

11 Q Ckay. Do you know how t he conpany's nucl ear

12 fl eet operations are doing conpared to others in the

13 I ndustry as it relates to capacity factor?

14 A No, not off the top of ny head.

15 Q If M. Reed said that FPL operated bel ow the
16 I ndustry average with respect to the nuclear fleet

17 capacity factor, you wouldn't have a reason to di sagree

18 wth him would you?

19 MR LI TCHFI ELD: (bject, assunes facts not in

20 evi dence.

21 CHAl RMVAN BROWN: M. Moyl e.

22 MR MOYLE: | think the facts will go into

23 evidence, if you assume | guess you assune that he

24 says that.

25 CHAIl RVAN BROMN:  Can you just rephrase the
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1 questi on?
2 MR, MOYLE: kay.
3 BY MR MOYLE:
4 Q Have you read M. Reed's testinony?
5 A Yes, a while ago.
6 Q Ckay. You don't have -- do you have any
7 recol l ection as to whether, as part of his benchmarking,
8 he found that FPL's nuclear fleet operations were bel ow
9 | ndustry average?
10 A You specifically asked about a capacity
11 factor, and | don't recall that.
12 Q Ckay. And your conpany is not taking the
13 position that unless the adder, the basis point adder is
14 provided, it's not willing to continue to provide
15 superi or custoner val ue delivery, correct? You are not
16 taking that position, correct?
17 A That's correct, we wll continue to work as
18 hard as we can to provi de excellent value for our
19  custoners.
20 Q And the sane question, the adder, you are not
21 saying that you got to have the adder to provide
22 reliable and affordable electric service to the
23  custoners, correct?
24 A Yes, | believe | answered that, we wll
25 continue to try to add the -- have the best val ue
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1 proposition, which, as | have said, is both lowbills
2 and high reliability and clean em ssions profile and
3 excellent custoners service.
4 Q Do you have an understanding of credits for
5 custoners who agree to be interrupted?
6 A Generally, if you are tal king about CILC
7 credits?
8 Q Yes, sir.
9 A Yes, generally.
10 Q And GSD credits?
11 A General ly.
12 Q Ckay. And you woul d agree that those credits
13 are nmade avail able to people who say, hey, if you have a
14 high load day, I'Il turn off ny systemand you don't
15 have to plan for nme, or provide ne energy, is that
16 generally the quid pro quo that custoners who do that
17 then will receive a credit?
18 A CGenerally, yes, that's correct.
19 Q Ckay.
20 A That's why it's part of the DSM docket and
21  goal s heari ngs.
22 Q Ckay. And as part of the last rate case, the
23 CILC and CDR credits were adjusted upwards, correct?
24 A As part of the nultiyear settlenent, yes.
25 Q And you woul d agree that these credits
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1

typically have a significant inpact on |arge industrial

2 custoners, correct?
3 A Yes, typically each one is a little bit
4 different.
5 Q And they al so have an inpact for hospitals and
6 mlitary, and anyone who agrees to be interrupted,
7 whether it's a CDRor a CILC credit, that these credits
8 provi de value to them correct?
9 A Yes, for those who participate in the program
10 they have an i npact.
11 Q And you woul d agree that that's a val uabl e
12 part of DSM correct, the credits and the programin
13 itself, the interruptible piece?
14 MR, LITCHFI ELD: bject to the formof the
15 guestion. | amnot sure we are in a DSM proceedi ng
16 here, what is -- define value of DSM
17 CHAI RMAN BROWN:  Thank you.
18 The objection, M. Myle, can you point nme to
19 his testinmony where it tal ks about DSM?
20 MR, MOYLE: FPL is taking the position the
21 credits are an issue in this case, FPL is taking
22 the position that this is not the proper place for
23 credits to be determned. It's in the DSM docket,
24 so | amtrying to understand whether -- they are
25 al so taking the position to say, well, if this
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1 isn't the proper place, then |leave the credits
2 al one, and that's -- that's the purpose of the
3 questions. So he is the president of the conpany,
4 he has know edge about the credits --
5 CHAI RMVAN BROWN:  Ckay.
6 MR, MOYLE: -- | want to understand their --
7 MR, LITCHFIELD: | think we have w t nesses
8 specifically on this point as well, including M.
9 Kopp and Ms. Cohen, if | amcorrect.
10 MR MOYLE: And | am again, just a general
11 overvi ew.
12 MR, LITCHFIELD: | don't see this anywhere in
13 M. Silagy's testinony, is ny point, Madam Chair.
14 CHAI RMAN BROWN: | don't see it anywhere in
15 the testinony, M. Myle, but | wll let you ask
16 sone general questions because he is the CEO of the
17 conpany.
18 MR, MOYLE: Thank you.
19 CHAI RMAN BROWN:  And if he is able to answer
20 them then he can.
21 BY MR MOYLE:
22 Q Broadly general, | amnot going to get into
23 the weeds with you on the details on the credits, but
24 general ly, you would agree that custoners who agree to
25 be interrupted, that that's a val uable DSM t ool ,
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1 correct?
2 A Yes, | would agree that it's a valuable tool
3 I n DSM
4 Q And in responding to an objection, do |
5 understand FPL's position is that this is not the place
6 to adjust credits, that that should be in the goals
7 docket; is that correct?
8 A My understanding is that these type of credits
9 are typically addressed in the goals docket, and that's
10 the appropriate place to deal with it.
11 Q Ckay. And you are not in here in this case
12 telling the Comm ssion that they need to change the
13 credits fromthe |last rate case, is that correct?
14 MR, LITCHFI ELD: bject to the formof the
15 guestion. It -- counsel is being very clever in
16 the way he has worded this question. It
17 m scharacteri zes the facts, actually, as they stand
18 in this case in terns of what has been filed in
19 this case in the MFRs in the rate schedul es.
20 CHAI RMAN BROWN: Did you say M. Myle is
21 clever? M. Myle is clever?
22 MR LI TCHFI ELD: | did.
23 MR, MOYLE: | stip -- no. Sonetines |awers
24 have to ask cl ever questions so, you know --
25 CHAI RMVAN BROWN: M. Myl e, please.
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



IN RE: PETITIONS BY FP&L Florida Public Service Commission 8/22/2016

160021-E1/1600661-E1/160062-E1/160088-El 229
1 MR MOYLE: -- qguilty as accused, but | am
2 trying to understand their position with respect to
3 whet her, you know, they say okay, credits are DSM
4 in this case, are they saying | eave the credits
5 al one or whack thenf? That's kind of not a | egal
6 term but that's what | amtrying to understand.
7 CHAI RMAN BROWN:  Be very direct and ask him
8 t he question. Rephrase it, please.
9 BY MR MOYLE:
10 Q In this case, are you asking this Conm ssion
11 to nmake an adjustnent to credits that were approved in
12 the last rate case?
13 A In this rate case, rate design, Wtness Cohen
14 goes into great detail on the rate design and as -- as
15 Wtness Kopp al so speaks to this, | believe. W have
16 worked very hard to put forth the proper rate design in
17 order to reflect cost of service.
18 Q That wasn't ny question. M question was, are
19 you taking the position that the credits approved in the
20 2012 rate case settlenent should be adjusted in this
21  proceedi ng, yes or no?
22 MR, LITCHFI ELD: (Qbject to the form Adjusted
23 relative to what?
24 CHAl RMVAN BROWN: M. Moyl e.
25
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1 BY MR MOYLE:
2 Q You just testified the credits were increased
3 In the 2012 settlenent, didn't you?
4 A As part of the settlenent agreenent, there
5 were CILC credits included, yes.
6 Q And they were adjusted upward, correct?
7 A Yes.
8 Q Are you, today, telling this Conm ssion that
9 the credits should stay the sanme, should be increased
10 due to inflation or should go down or you don't know?
11 A So Wtness Cohen goes into detail on this, but
12 our approach is to reset the credits to where they woul d
13 Dbe pre the settlenent in 2012, and then subsequently
14 adjust it accordingly for changes in our profile.
15 Q So the answer to that is you are asking them
16 to make a change and bring the credits down, is that
17 fair?
18 CHAl RVAN BROAN: M. Myl e, you have asked the
19 guestion 16 ti nes.
20 MR, MOYLE: Well, | just want an answer.
21 CHAI RMAN BROWN: | think you can nove al ong
22 now.
23 MR, MOYLE: Ckay.
24 BY MR MOYLE:
25 Q Do you know why you are taking that position?
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1 Yes.
2 Wy ?
3 A Because we have structured the rates, Wtness
4 Cohen will go into detail on this, based on cost of
5 service and as appropriate.
6 Q So are you asking for any other provisions of
7 the rate case settlenent, like, say, the rates that this
8  Conm ssion approved that were part of that agreenent,
9 are you asking or taking the position that those shoul d
10 go away as wel|?
11 A | can't answer that. | don't know what you
12 are speaking to.
13 Q You are aware that, in the 2012 rate case
14 settlenent, this Conmm ssion awarded you over 300,000 in
15 new rates -- 300 mllion in new rates?
16 A | amfamliar that the Conm ssion approved the
17  settl enment agreenent.
18 Q Ckay. If the settlenent agreenent goes away
19 then, if you are taking the position that the credits go
20 away because they are part of the settl enent agreenent
21  shouldn't the increased $300 mllion rates also go away?
22 CHAI RMVAN BROWN: M. Myl e, you are asking the
23 sanme question cloaked in a different way, you have
24 asked it six tines.
25 MR, MOYLE: But | amnot sure he's answered
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1 it.
2 CHAI RMAN BROWN:  There are other w tnesses
3 that he pointed to that are nore capable or have
4 nore detail. Please nove your questions al ong.
5 BY MR MOYLE:
6 Q You woul d agree, you would not, that taxes and
7 rates have simlarities in that both are set by
8 governnent entities?
9 MR LITCHFIELD: Can | ask M. Myle to point
10 us to M. Silagy's testinony as again the point of
11 demarcation for this |ine.
12 CHAl RVAN BROAN: M. Myl e, and, please, there
13 I's sone chatter going on in the audience here, it's
14 really hard for ne to hear when you all are
15 tal king, so -- M. Myle.
16 MR, MOYLE: So, you know, he is the general
17 W t ness described in FPL's case. | nmade the point
18 that rates and taxes are close cousins. They are
19 in the same famly. They are set by governnent.
20 CHAI RMVAN BROWN: | will let you ask the
21 questi on.
22 MR, MOYLE: Ckay.
23 BY MR MOYLE:
24 Q Wul d you agree, sir, that rates and taxes are
25 both set by governnent?
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1 A Yes.
2 Q And you woul d agree that the proceeds of that
3 fund nonopolies, correct?
4 A Proceeds fund nonopolies?
5 Q Gover nment nonopoly, the State Legi sl ature,
6 it's a nonopoly, we don't have a choice, other than to
7 nove fromFlorida if we don't |ike decisions fromthe
8 State Legislature, they act as a nonopoly, correct?
9 A No, | don't view our state governnent as a
10 nonopol y.
11 Q Ckay. You woul d agree that people don't have
12 much flexibility as to whether they want to pay taxes in
13 the sane or simlar way to rates, correct?
14 A | would agree that it's required to pay taxes
15 when you live in a jurisdiction that has taxes.
16 Q Ckay. And we had asked sone questions about
17 the corporate aircraft. D d you use the corporate
18 aircraft to fly the jets to cone to Tall ahassee for this
19 rate case?
20 MR LITCHFIELD: | object to the question
21 unl ess, and until M. Myle can establish that
22 those costs are actually in this cost of service
23 and in this rate case.
24 MR, MOYLE: Well, he's a witness, | can't
25 testify. He is the witness, so he would know
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1 whet her they are or they aren't.
2 MR, LI TCHFI ELD: You know, | w thdraw the
3 objection and I will let the witness answer the
4 guestion, and we will nove on and we wll see if we
5 want to continue to talk about aircraft.
6 THE W TNESS: No.
7 CHAI RMVAN BROWN:  Ckay. M. Myle, you can
8 nove on

9 BY MR MOYLE
10 Q So nobody used the corporate aircraft to cone

11 here for this?

12 A That's correct, M. Myle. The answer was no.
13 MR, MOYLE: Okay. Thank you, that's all |

14 have.

15 CHAI RMAN BROWN:  Thank you, M. Moyl e.

16 Al right. W are noving in the order, and we
17 are going to the hospitals. H, how are you? Good
18 af t er noon.

19 MR, SUNDBACK: Good afternoon, Madam Chair,

20 Comm ssi oners, Mark Sundback for SFHHA.

21 CROSS EXAM NATI ON

22 BY MR SUNDBACK:
23 Q M. Silagy, let's start generally with the
24 pur poses of your testinony.

25 CHAI RMAN BROWN: I f you could just hold on one
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1 nonment, we are just going to have the exhibits so
2 that the court reporter can pick up your questions.
3 Thank you.

4 M5. BROMLESS: And if | may ask, Chairman,

5 there is four exhibits, is that correct?

6 CHAI RMAN BROWN:  While the exhibits are being
7 handed out, let's go ahead and | abel them if we
8 will. You have themin the order in which you

9 woul d I'i ke, correct?

10 MR, SUNDBACK: Yes, Madam Chair.

11 CHAI RMAN BROWN:  Coul d you turn your mc on a
12 little bit?

13 MR, SUNDBACK: | amsorry, it is. | try not
14 to keep it too close or | wll bang ny head on it.
15 A pitiful state of affairs.

16 The first one, presumably, is 567, if our

17 note-taking is correct.

18 CHAI RMAN BROWN:  That is correct.

19 MR, SUNDBACK: And that's the G ades Power

20 Park petition.

21 (Wher eupon, Exhibit 567 was marked for

22 I dentification.)

23 MR, SUNDBACK: 568 is an order fromthe

24 Conmmi ssion regarding that petition.

25 (Wher eupon, Exhibit 568 was marked for
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1 I dentification.)
2 MR, SUNDBACK: 569 is a press release fromFPL
3 regardi ng that deci sion.
4 (Wher eupon, Exhibit 569 was marked for
5 I dentification.)
6 MR, SUNDBACK: And presumably then, 570 would
7 be excerpts of a transcript of the hearing fromthe
8 2012 base rate proceedi ng of the conpany.
9 (Wher eupon, Exhibit 570 was marked for
10 I dentification.)
11 CHAI RMAN BROWN:  Thank you.
12 Everyone has copies of all of those 567 need
13 determ nati on, 568 Comm ssion order, 569 FPL group
14 news rel ease and 570 hearing transcript. And
15 M. Sundback thank you very much for having these
16 assenbl ed at the beginning of the cross, you nay
17 begi n.
18 MR, SUNDBACK: Madam Chair, we couldn't have
19 done it wthout the significant assistance of the
20 Comm ssion staff in organizing the material s.
21 CHAI RMAN BROWN:  They are wonderful, aren't
22 t hey?

23 BY MR SUNDBACK:

24

25 pur poses of your testinony tois to identify w tnesses

Q M. Silagy, good afternoon. One of the
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1 and briefly describe the highlights of their testinony;
2 Is that right?

3 A Yes.
4 Q And FPL sponsors w tnesses who are fully
5 conpetent to address the topics in their respective
6 testinonies, right?
7 A Yes.
8 Q In fact, they are the nost know edgeabl e about
9 the topic about which they testify anong all the
10 witnesses, is that correct?
11 A Yes, | believe so.
12 Q Ckay. Let's take a |ook at page 29, line 17
13 of your prepared direct testinony, please. Were you
14 refer to a steadfast commtnent to excellence, do you
15 see that?
16 CHAI RMAN BROWN:  Sorry for interrupting,
17 M. Sundback. Can you repeat the page and |ine?
18 MR, SUNDBACK: Sure. Page 29.
19 CHAI RMAN BROWN:  Thank you.
20 MR, SUNDBACK: Line -- actually it starts on,
21 the phrase starts on line 16 carries over to line
22 17.
23 CHAI RMAN BROWN:  Thank you.
24 BY MR SUNDBACK:
25 Q M. Silagy, have you found that passage?
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1 A | have.
2 Q Thank you. The steadfast commtnent to
3 excellence would indicate that the w tnesses are wel
4 versed in the topics about which they testify, right?
5 A Qur steadfast comm tnment to excellence, what |
6 was referring to was our corporate approach on providing
7 excellence for custoners.
8 Q So it really didn't have anything to do with
9 your filing of this rate case?
10 A Well, | think our approach on providing val ue
11 to custonmers is very relevant to this rate case.
12 Q Ckay. And your filing reflects that
13 excellence, that commtnent to excell ence, correct?
14 A Yes, | would say our filing and our approach
15 reflects our steadfast commtnent to excell ence.
16 Q Ckay. Sort of froma 30, 000-f oot perspective,
17 and you had this discussion a bit wth M. Myle, but
18 you have proposed, in essence, a four-year rate plan; is
19 that right?
20 A Yes.
21 Q Ckay. And part of the commtnent is if the
22 plan is approved, you won't conme in for base rate
23 I ncreases aside fromthose, right?
24 A Yes.
25 Q Ckay. Now, when you say if the proposal is
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1 approved in its entirety, you nean what was advanced in
2 the conpany's direct case, is that correct?

3 A And as anended with regards to K020.

4 Q | amsorry, as anended with regards to what?

5 | am sorry.

6 A | believe it's K020, it's the latest filing

7 wth our updated nunbers.

8 Q Ckay. Thank you, sir. | have sone

9 difficulties hearing, so if | can inpose upon you to

10 speak up at the end of your sentences, it wll help us
11 both in this process and | appreciate your cooperation.
12 So the flip side is, let's say the step rate
13 I ncreases, as nodified but proposed by the conpany, are
14 approved -- are you with ne so far?

15 A Yes.

16 Q So, for instance, in 2018, we are at 826 and
17 so forth, but a non-rate provision that's enbodied in

18 your direct case is not approved by the Comm ssion, and
19 you can have your pick, whether it's 12 CP and 1/13th or
20 changes to depreciation, does that nean that you fee

21 the conpany is not obligated to observe a noratorium on
22 base rate increases as a result?

23 A Yes, again, as | stated before, we filed a

24  conprehensive case, which includes a variety of

25 provisions, and that's all designed for us to be able to
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1 confortably commt that we can stay out for the four

2 years.

3 Q Ckay. Thank you, now, as part of this plan,

4 what restrictions has the conpany offered in terns of

5 Its ability to file for new surcharges or trackers?

6 A You want a yes or a no?

7 Q | would like you to tell ne whether you are

8 proposing any restrictions on your ability to file for

9 new trackers or surcharges?

10 A No, as | have said, we have filed this case

11 wth a commtnent to stay out for four years if we are
12 granted this request.

13 Q Wll, that's for base rates, sir. | am asking
14  you about surcharges and trackers. Are you saying that
15 I f your entire proposal is approved, you would not seek
16 a conm ssion authorization to inplenent a new track or a
17 surcharge, not a hard questi on.

18 A | haven't contenplated that. | don't believe
19 we would. We were, again, outside our regular

20 proceedi ngs and our dockings |ike fuel hearings, things
21 of that nature, but our proposal is to be able to stay
22 out wwth no base rate proceedings, and | haven't thought
23 about any trackers or anything el se because we are not
24  contenpl ati ng anyt hi ng.

25 Q Ckay. So | think we've established you are
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1 commtted to not filing for base rate increases. Just
2 to nmake sure | understand your testinony, you haven't
3 consi dered whether you are willing to stay out for that
4 period of tinme from seeking additional surcharges or
5 trackers, is that a correct understandi ng of your
6 statenent?
7 A Yes, | haven't considered it at this point.
8 Q Okay. Thank you.
9 And simlarly, you haven't nmade any conm tnent
10 wth regard to existing surcharges or trackers about
11 trying to recover pursuant to those additional itens, is
12 that correct?
13 A | don't know what surcharges and trackers you
14 are referring to. If you would point those to ne, |
15 would be happy to address it.
16 Q Any, sir.
17 A | don't have any trackers.
18 Q Par don?
19 A | am not aware of a tracker.
20 Q Ckay. Surcharges, clause -- clause rel ated
21 revenues?
22 A Cl ause rel ated revenue, we will, as a regular
23 course of business, be comng before the Comm ssion, as
24 we are required to annually, in order to go through the
25 clause proceedi ngs.
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1 Q And to the extent you get your four-year plan
2 approved, are you commtting to the Conm ssion that you
3 won't cone to the Commi ssion with new types of itens to
4 I nclude in existing clauses?

5 A No, we will conme before the Comm ssion with
6 appropriate clause related itens as required.
7 Q Thank you.
8 Now, we can spend a lot of tinme on this, but
9 maybe we can shortcut it. Wuld you agree that in
10 several different places in your testinony, you harken
11 back to circunstances of 10 or 15 years ago?
12 A Yes.
13 Q Ckay. And you argue in your testinony that
14 the results we see today are based on deci sions that
15 were nmade, for instance, 10 or 15 years ago?
16 A Yes.
17 Q Ckay. Let's look at page 12, |ines seven
18 through nine of your testinony?
19 CHAI RMAN BROWN:  Page 12, |ines seven through
20 nine in the direct testinony?
21 MR, SUNDBACK: Yes, Madam Chair.
22 BY MR SUNDBACK:
23 Q You state there, we strive do the right thing
24 even before we are ordered or asked to do so. Do you
25 see that?
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1 A | do. Yes, | do.
2 Q Ckay. You state on page 13, lines three
3 through six, had we not started investing in clean
4 energy years ago -- do you see that passage?
5 A Yes.
6 Q You would agree with nme that the -- this
7 Conmmi ssi on can take substantial credit for FPL's
8 starting to invest in clean energy certainly in 2000 --
9 or cleaner energy in 2006 and '07, isn't that correct?
10 A Yes, absolutely, | would say the Conm ssi on,
11 over nmany years, has supported our investnents in clean
12 t echnol ogy and new technology. | would say even going
13  back 2001 and that's the reason we are in the position
14 we are despite the objections of many intervenors at the
15 t abl e.
16 Q Ckay. And one exanple of that is the
17 rejection of FPL's proposal to construct the d ades
18 County coal -fired generation unit, is that correct?
19 A What ' s your questi on.
20 Q One exanple of that Conm ssion action is this
21 Comm ssion's rejection to FPL's proposal to construct
22 the d ades County coal -fired generation, is that
23 correct?
24 A | would agree that that's an action of the
25 Commssion. | amnot famliar with this particul ar
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1

proceedi ng.

2 Q Ckay. Well, you have referenced repeatedly in
3 your testinony, decisions nade, for instance in 2006 and
4 up to 15 years before, right?
5 A Yes.
6 Q Ckay. You are aware that the d ades County
7 coal-fired units projected to cost $5.7 billion?
8 A No. | amreading this for the first tine.
9 Q Ckay. Well, if you would | ook at what's been
10 mar ked as Exhi bit 567, on page 19, paragraph 39. You
11  don't have any reason to dispute the nunbers that appear
12 I n that paragraph, particularly the five-thousand-
13  seven-hundred-mllion-dollar estimate that's shown in
14 the first sentence, is that correct?
15 A That's correct. | have no reason to dispute
16 t hat .
17 Q Ckay. And that woul d have installed just
18 under 2,000 negawatts of capacity, as shown on page five
19 of the application, in paragraph five; is that correct?
20 In the first sentence.
21 A Yes, 1,960 negawatts.
22 Q Ckay. And on page seven, paragraph nine, the
23 conpany clainmed that this was a conpelling project, the
24 need for the project was conpelling, do you see that?
25 A | see where it says that in paragraph nine.
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1 Q Ckay. But nonet hel ess, this Comm ssion denied
2 that application, right?

3 A Apparently so, yes.

4 Q Ckay. And that took place in the order that's

5 been marked as Exhibit 568, right?

6 A | amsorry, in the order of Exhibit 5687

7 Q In the order that's been nmarked as Exhibit

8 568, correct?

9 A | will have to get there. Yes, | see that.

10 Q Ckay. If you would turn to what's been narked
11 as Exhibit 569, do you see that's a press release from
12 FPL?

13 A | amthere, sorry.

14 Q Yep, and in the third paragraph, let's |ook at
15 the third paragraph, second sentence. There is an

16 expressi on of an opinion by the conpany that the PSC s
17 deci sion increases the custoner's exposure to what nost
18 experts believe wll be higher natural gas prices, do

19 you see that?

20 A | see that.

21 Q How natural -- would you agree that natural

22 gas prices generally have declined since June 5th, 2007
23 on both a real and a nom nal basis?

24 A Generally, | would agree that they are | ower
25 today. | can't tell you what the exact curve was back
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1 then. | amhappy to look at it if you want to produce
2 I t.
3 Q kay. In lieu of the 3 ades coal-fired power
4 plant, FPL eventually turned to constructing the
5 Ri vi era, Cape Canaveral and Port Evergl ades gas-fired
6 units, correct?
7 A We have built those subsequent to this, yes.
8 Q How nmuch did those units inprove FPL's
9 emssions profiles relative to what d ades woul d have
10 contributed to that profile?
11 A | don't know. | can tell you that, on
12 average, the conbined cycle plants are 52 percent |ess
13 for CO2 production of the plants that they replaced,
14  which were oil-fired or gas-fired, depending on the
15  circunstances.
16 Q So you -- would you agree, subject to check,
17 that in approximtely a dozen places in your testinony,
18 you reference |owest -- |ower em ssions, the cleanliness
19 of your generation, and conparabl e phrases? |If you
20 would like, we can wal k through them but |I amjust
21 trying to nove it al ong?
22 A Yes, | wll agree with you that we have a very
23 | ow em ssions profile. And again, | can't speak to
24  the -- this was supposed to be a super critical coal
25 facility with em ssions technol ogy that was supposed to
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1 be state-of-the-art, so | don't know what the em ssions
2 profile woul d have been conparatively speaking to these
3 other gas plants.

4 Q Wll, M. Silagy, are you telling us you don't
5 know whet her gas-fired units are cleaner than coal-fired
6 units, regardless of the type of coal-fired unit?

7 A No, M. Sundback. Wat | amsaying is that

8 super critical clean coal technology conpared to gas

9 technology, | don't know. You asked ne specifically

10 what the difference would be, and | don't know.

11 Q Ckay. Fair enough.

12 Let's | ook back at page five, lines 10 through
13 14 of your testinony, please.

14 CHAI RMAN BROWN:  Page five, lines 10 through?

15 MR, SUNDBACK: 10 through 14. | amsorry,

16 Madam Chai r.

17 CHAI RMAN BROWN:  Thank you.

18 MR, SUNDBACK: | amtrying to nove things

19 al ong.

20 CHAI RMAN BROWN: | really appreciate that.

21 Thank you, but --

22 MR, SUNDBACK: At sone point, the caffeine

23 will wear off, and you will be stuck with a sl ower

24 ver si on.

25 CHAl RVAN BROMN:  We got Redbull up here, so we
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1 wi || share.
2 BY MR SUNDBACK:
3 Q You nentioned their relentless focus on
4 efficiency and productivity, and that is sort of
5 paral leled -- sorry to keep flipping you around here,
6 but on page 27, line 14, wth your reference to FPL
7 prides itself on operating efficiently, do you see that?
8 A Were on page 277?
9 Q | amsorry, line 14.
10 A Thank you. Yes, | see that.
11 Q Ckay. So to the extent your focus is on
12 efficiency and productivity, and that focus is
13 rel entl ess, reducing overhead to captive custoners is
14 sonething you are very interested in, right?
15 A Reduci ng overhead to whon?
16 Q Captive custoners.
17 A Il --
18 Q W will strike captive. Custoners, howis
19 t hat ?
20 A If you are tal king about reducing our
21 operations and mai nt enance expense that inpacts custoner
22 bills, yes, we are focused on that.
23 Q Ckay. Now, we discussed a few m nutes ago,
24  and you have had a nunber of discussions in your
25 cross-exam nati on about the FPL four-year rate plan, you
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1 recall that?
2 A Yes, | do.
3 Q And the idea generally is to put to bed, for
4 four years, the issues of projected costs, revenues,
5 billing determ nants, the usual noving pieces in a
6 general base rate case, right?
7 A Yes, | would say that our proposal is
8 provided -- is designed to provide the stability and the
9 predictability and our ability to focus on our business
10 as we have denonstrated over the past four years. So
11 It's designed to provide us that sanme type of approach.
12 Q Ckay. G ven your focus and pride on
13 efficiency and productivity, presunmably you have
14 directed a study on how nuch overhead coul d be
15 reassigned fromFPL to Encore if NextEra Energy acquires
16 Encore, is that correct?
17 A No, that's not correct. M focus is on
18 Fl ori da Power & Light and our efficiency that we focus
19 on. M. Reed goes into great detail on, that is what |
20 focus on.
21 Q To the extent that FPL strives to do the right
22 thing even before it's ordered to do so, wouldn't you
23 agree inplenenting reduced rates that arise from
24 synergies froma planned nerge or acquisition when it
25 takes place is the proper thing to do?
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1 A | am not going to be presunptuous on whet her a
2 merger or an agreenent with another conmpany wll take
3 place. M focus is on Florida Power & Light. | haven't
4 done any work on the Encore transaction wth regards to
5 any type of O8M benchmarking so, no. | think what we are
6 doing right nowis focusing on our conpany and the val ue
7 to our custoners.

8 Q Wul d you agree with ne that it wouldn't be

9 right to charge FPL custoners for overhead itens that

10 were actually helping to benefit Encore's operations at
11 sone future date?

12 MR, LITCHFI ELD. Object to the |ine of

13 guestioning at this point. It seens |ike we are

14 working in a case four years fromnow as opposed to
15 the case at hand here. There is absolutely no

16 basis for any exploration of details or facts

17 related to a potential acquisition that has only

18 been just been announced and still has a | ong road
19 ahead of it.

20 MR. SUNDBACK: Madam Chair.

21 CHAI RVAN BROMN:  Yes.

22 MR. SUNDBACK: The conpany is asking the

23 Comm ssion to put to bed all issues regarding the
24 derivation of rates for services for four years and
25 it's tal king about a quid pro quo, okay, we wl|
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get rate certainty and stabilization for the
custoners and i n exchange the conpany gets sone
certainty, too.

CHAI RMAN BROWN: M. Sundback, | have al |l owed
you questions up until this point, but M. Silagy
just testified that he did not work on the Encore
project, and he has not worked on that, and his
focus is on FPL, so at this tine, I wll sustain
t he obj ecti on.

MR. SUNDBACK: Well, Madam Chair, that |ast
guestion didn't go to facts, it went to -- it was a
general question, a phil osophical question.

CHAl RVAN BROMN: Can you restate the question?

MR, SUNDBACK: Certainly.

You woul d agree with nme that it wouldn't be
right to charge FPL custoners for overhead itens in
the event that they are actually benefiting
Encore's operations, correct?

CHAIRVAN BROAWN: | will allow the question.

THE WTNESS: | would agree that we wll focus
on any expenses related to FPL remai ni ng at FPL.

W work very hard to nake sure that any charges
that we have, that have anything to do with outside
of FPL are charged to whatever those entities are,

and that custoners do not subsidize entities
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1 out si de of FPL.
2 MR, SUNDBACK: Thank you.
3 Thank you, Madam Chair.
4 CHAI RMAN BROWN:  You are wel cone.
5 BY MR SUNDBACK:
6 Q You had sone discussions with M. Myl e about
7 the CILC rate schedule and the credits associated with
8 that rate schedule, do you recall that?
9 A | do.
10 Q You, at page 11, lines 17 through 19,
11  discussed what you characterize as strong custoner
12 satisfaction, do you see that phrase?
13 A | do.
14 Q Ckay. Are you aware that sonme of your CILC
15 custoners have installed equi pnent and made substanti al
16 I nvest nents based on credits that they are receiving?
17 A No, | amnot aware as to what their rationale
18 was for installing equipnent.
19 Q Ckay. Are you aware that they have done so?
20 A | don't know what other custoners have
21 i nstal |l ed, no.
22 Q Ckay. So it's your testinony that there is
23 strong customer satisfaction with regard to the CILC
24 custoners given the treatnment the conpany proposes with
25 regards to the credits in this case?
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1 A No, ny testinony wth respect to what you
2 poi nted out here on page 11 has to do with overal
3 custoner satisfaction of which Ms. Santos, Wtness
4 Sant os, can provide you great details of and of course
5 we won a lot of national awards around custoner
6 satisfaction.
7 Q Ckay.
8 A | woul d expect CILC custoners are part of the
9 pool of that.
10 Q Let's | ook at page six, lines one through five
11 of your testinony, please.
12 A | amsorry, |lines what?
13 Q One through five, please.
14 A Thank you.
15 Q There, you refer to M. Reed' s benchmarking
16 study; is that right?
17 A Yes.
18 Q And you will recall -- well, before we get
19 there. M. Reed's -- it's your understanding that M.
20 Reed' s testinony provides inportant background for
21 assessing FPL's requested 50 basis point incentive
22 adder; is that right?
23 A Yes. | believe M. Reed's testinony wll
24 provi de addi ti onal background for the Conm ssion to
25 consi der.
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1 Q FPL hired M. Reed because of the thoroughness
2 of his experience in the industry; is that right?

3 A Yes, M. Reed is well-known to be an expert in
4 this area.
5 Q Ckay. And the thoroughness of his anal ysis
6 was also inportant to you, is that correct?
7 A Yes, | would expect his analysis to be
8 thorough.
9 Q Ckay. D d FPL place any restrictions on what
10 M. Reed would consider in his benchmarking study?
11 A | am not aware of what we -- any conversations
12 wth M. Reed regarding that. | never had any.
13 Q Ckay. You will recall that in 2012, in the
14 hearing on FPL's rate case, we had a di scussion
15 regardi ng what entities would be suitable for conparison
16 pur poses to FPL, correct?
17 A | don't renenber it specifically, but I am
18 sure we did.
19 Q Ckay. Well, let's | ook at what's been marked
20 as exhibit --
21 CHAI RVAN BROWN:  570.
22 MR LITCHFI ELD: While we are pulling that
23 exhibit, may | ask Counsel to articul ate where
24 M. Silagy's testinony in this case, again,
25 provi des a point of reference do this line?
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1 CHAI RVAN BROAN: | woul d agree. Were is it?
2 MR, SUNDBACK: Madam Chair, we start on page
3 six, lines three through five. The w tness
4 actually references M. Reed nore than any ot her
5 witness in his testinony. He references himagain
6 at line six at page 16, line 13, at page 27, line
7 18, at page 28, lines four through five, and at
8 page 30, line 18.

9 CHAl RVAN BROMN:  You are very fast.

10 MR, SUNDBACK: He, in other words, relies on
11 M. Reed nore than any other wtness for cites,

12 call outs in this proceeding, and we think it's
13 appropriate to see what his understandi ng of M.

14 Reed's analysis is, he testified in response to
15 questions to Counsel for FIPUG that he had revi ewed
16 M. Reed' s testinony before filing his owmn, so this
17 Is an inportant piece of testinony fromthe
18 W t ness' perspective.

19 MR LITCHFI ELD: And yet we are about to go
20 back how many years in tinme to an analysis that was
21 submtted when by M. Reed? Not part of this case,
22 as | appreciate it. That's ny question, counselor?
23 CHAI RMAN BROWN: | am -- M. Sundback, | think
24 | see the reference on page 27, |ines seven through
25 12, tal king about the 2012 rate settlenent and then
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1 tal king about the need for further increases, kind
2 of broad, but | wll allow a general |ine of
3 guestions to the w tness.

4 MR, SUNDBACK: Thank you, Madam Chair, | just
5 point out that this objection is remarkably

6 i1l-founded. By |ooking at page 27, line 19, where
7 M. Silagy volunteers that M. Reed | ooked at

8 simlarly situated utilities.

9 CHAI RMAN BROWN:  Thank you.

10 MR. SUNDBACK: We keep having these kind of
11 obj ecti ons.

12 CHAI RMAN BROWN:  Sir, proceed.

13 MR, SUNDBACK: Thank you.

14 BY MR SUNDBACK:

15 Q kay, M. Silagy, your -- your use of that
16 phrase, simlarly sized, suggests to us that you believe
17 one inportant factor in determ ning what a suitable
18 uni verse of conparable conpanies is would be the size of
19 t he other conpanies, is that correct?

20 A Yes, | think scale is one factor over all |
21 rely on M. Reed's expertise in this area for
22 benchmar ki ng.

23 Q Ckay, and that's in part because we want to
24  determ ne how successfully different enterprise of the
25 sane size have captured and expl oited scal e econom es,

Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



IN RE: PETITIONS BY FP&L Florida Public Service Commission 8/22/2016

160021-E1/1600661-E1/160062-E1/160088-El 257
1 correct?
2 A Yes, capturing econonm es of scale is one
3 factor, anong many, when it cones to benchmarKki ng.
4 Q Ckay. And we al so want to nake sure that the
5 conpari sons are nade on the basis of simlar
6 opportunities to capture synergies, is that correct?
7 A | don't know if you could point ne to ny
8 testinony on synergies.
9 Q Your testinony addresses repeatedly clained
10 deficiencies that your inplenenting on FPL, does it not?
11 A Yes, it does.
12 Q Ckay. And do sone of those deficiencies arise
13 because of synergies associated wth scale, in your
14  opinion?
15 A Yes, with econom es of scale in capturing
16 those, that's part of it, you would have to ask M. Reed
17 for details as to what part of his testinony how
18 Inmportant it is withinit.
19 Q Ckay. But if we |ook back at what's been
20 mar ked as Exhi bit 570, you don't dispute your
21 observation, at page 448 of the transcript, lines 10
22 through 14, that it's critical to conpare apples to
23 appl es on conpanies, right?
24 CHAl RVAN BROMWN:  Coul d | --
25 THE W TNESS:. \Where are you?
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1 CHAI RVAN BROAN: M. Silagy, just one second,
2 | just want to clarify is this M. Silagy's
3 testinony you are directing us to and could you
4 pl ease tell us the page and |i ne.

5 MR SUNDBACK: Yes, Madam Chair, just for a
6 poi nt of reference the second -- third page of the
7 exhibit is the index, and that shows that

8 M. Silagy was the wtness, and the

9 cross-exam nation was from SFHHA starting at 444

10 through 461. If we turn to 448, lines 10 through
11 fourt een.

12 CHAl RVAN BROMWN:  CGot you.

13 MR, SUNDBACK: W see M. Silagy's apples to
14 appl es | anguage.

15 BY MR SUNDBACK:

16 Q Do you recall that exchange, M. Silagy?

17 A Honestly, no, but | see that here.

18 MR, SUNDBACK: Ckay. |If we could beg your
19 I ndul gence for one nore nonent, we think we are
20 wr apped up we just want to nmake sure.

21 Yes. Those are all of our questions. Thank
22 you for your time, M. Silagy.

23 THE WTNESS: You are wel cone.

24 CHAI RMAN BROWN:  Thank you, M. Sundback.

25 Al right. W are getting at the three
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1 o'clock -- nearing the three o' clock, let's take
2 about a 10-minute break. We will cone right back
3 here at three o'cl ock.
4 MR, SUNDBACK: Madam Chair, could we inquire
5 of the bench what tinme we anticipate going until
6 this evening, which may affect our nutrition
7 choi ces during the break?
8 CHAI RMAN BROWN:  You don't want the fine
9 vendi ng machi ne for snacks. W w Il be concluding
10 toni ght sonewhere between 6:00 and 7: 00.
11 MR, SUNDBACK: Thank you.
12 CHAI RMAN BROWN:  Ckay. So we will reconvene
13 at three o'clock.
14 (Brief recess.)
15 CHAI RMAN BROWN:  Thank you. And next up on
16 this wwtness, M. Silagy, is Retail Federation.
17 And before he begins, | want to thank himfor
18 wor ki ng with our staff in handing out the exhibits.
19 They -- our staff just loves, and it's really nade
20 it alot nore efficient and hel ped out with the
21 process, so thank you so much, M. Wight.
22 MR, WRI GHT: Thank you, Madam Chair.
23 COMWM SSI ONER EDGAR: | love it, too, Madam
24 Chair.
25 CHAI RMAN BROWN: Thank you, Conm ssi oner
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1 Edgar .
2 MR, WRI GHT: Thank you, Conm ssioners. | am
3 doing ny best trying to make the process worKk.
4 CHAI RMAN BROWN:  All right. So are you ready?
5 MR WRIGHT: Yes, ma'am | am
6 CHAl RMAN BROWN: M. Silagy, are you ready?
7 THE W TNESS: Yes, ma' am
8 CHAI RVAN BROMN:  All right. You nmay proceed.
9 CROSS EXAM NATI ON
10 BY MR WRI GHT:
11 Q Good afternoon, M. Silagy.
12 A Good afternoon.
13 Q How are you?
14 A | amwell. Thank you.
15 Q Good. You have heard questions a lot |ike
16 these before, nostly fromne, | think | do have a few

17  foll owups on questions you asked earlier.

18

19 characterized the 2019 i ncrease associated with the

20

21

22

23

24

25

Okeechobee C ean Energy Center.

A

Q
A
Q

| want to be sure | under st

You

as a subsequent year adjustnent?

| don't believe so.

Oh.
No. | believe | said |imted scope.
Ch, thank you, |imted scope, okay.

and how you

referred to is it
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1 I n your understanding, would that be -- would
2 that result in an increase in the conpany's base rates
3 pursuant to that Iimted scope adjustnent?

4 A Yes. Once the plant goes into service, which
5 I s schedul ed, or projected to be m d-2019, roughly June
6 of 20109.
7 Q Thank you. | just want to be clear that it
8 was to be inplenented through a change in base rates.
9 A Yes, that's ny understandi ng.
10 Q Thank you.
11 A And | think Wtness Cohen can provi de any
12 other details if | make a m stake on that, but that's ny
13 under st andi ng.
14 Q That's fine.
15 | know that you ascended to your current
16 position in 2011, but when did you start working for
17 FPL?
18 A 2007.
19 Q Thank you. How famliar are you with FPL's
20 hi story, operation,s decisions, et cetera, before 20077
21 A Hard to say. Cenerally, | amfamliar with
22 t hi ngs, but, you know, it's -- we have been in
23 operations now providing custoners for 90 years, so
24 there is a lot of history there.
25 Q 91, | think.
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1 A | stand corrected. 91, excuse ne. You are
2 right.
3 Q You nmade sone statenents in your testinony,
4 and al so in your cross, you chose to noderni ze your
5 fleet. Do you recall those statenents?
6 A Yes.
7 Q You did -- the conpany, that is, Florida Power
8 & Light -- did also attenpt on two occasions in the
9 early 2000s to build two separate coal plants, correct?
10 A | amnot famliar with two. Which ones?
11 Q St. Lucie County and foll owed by G ades Power
12 Park when St. Lucie didn't nake it.
13 A | amnot famliar with the St. Lucie project,
14 but I am now, obviously, with G ades.
15 Q Ckay. Quick followup on a question asked you
16 by M. Sundback related -- tied back to the -- his
17  questions about the Encore nerger and commobn costs, but
18 ny question is this: Do you know how nmuch of NextEra
19 Energy costs are allocated to Florida Power & Light for
20 pur poses of seeking FPL's rate increases in this case?
21 A No, | don't know off the top of ny head. |
22 bel i eve Wtness Qusdahl m ght could provide that for
23 you. | think that's correct.
24 Q Thank you. That actually answered ny next
25 question. That's great.
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1 For the entire period of which you are aware
2 of FPL's operations, has FPL consistently provided safe
3 and reliable service?
4 A For which period? | amsorry.
5 Q For the entire period of which you are aware.
6 A Yes, for the entire period | am aware of, yes.
7 Q Wuld it be fair to say that, in general
8 ternms, you are aware of back at least in the 1980s,
9 based on what you | earned with the conpany over the | ast
10 ni ne years?
11 A You know, M. Wight, | amaware generally of
12 our history. | know that we have always strived to
13 provide reliable and affordabl e power, but going back to
14 the '80s, no, | can't speak to the 1980s. | wasn't even
15 wth the NextEra famly in the 1980s, or '90s for that
16 matter.
17 Q kay. So can | be on firmground if | go back
18 to 2007, when you joined the conpany?
19 A That's when | joined FPL. That's correct.
20 Q Ckay. And woul d you agree that FPL has
21 consistently provided safe and reliable service since
22 2007, at least?
23 A Yes, as far as | know.
24 Q And | believe it follows that -- well, during
25 that period, isn't it true that FPL paid all its
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1 enpl oyees fair conpensation?
2 A | believe that's true.
3 Q Paid all of its bills, all of its O&M costs?
4 A Yes. W have -- well, | amnot aware of us
5 not paying any of our bills. W have never filed for
6 bankruptcy, | amvery proud to say, and we have net all
7 of our obligations |I am aware of.
8 Q And included in those obligations would be al
9 of your debt service, correct?
10 A Yes, as far as | know, we have never nade a
11  debt -- mssed a debt service obligation.
12 Q And during that tinme, would you agree that FPL
13 has earned reasonable returns on its equity investnent,
14 or its -- FPL's equity investors have reasonabl e
15 returned on their investnents?
16 A You know, M. Wight, | can't renenber all the
17 returns that we are going back to 2007, to be honest
18 wth you. | can say that | -- | know we are neeting al
19 of our obligations at this point, and, you know, other
20 witnesses mght be able to help you with a little nore
21 hi story on that.
22 Q Ckay.
23 A Sorry about that.
24 Q You do not have to apol ogize to ne, Eric.
25 At page eight of your testinony, you referred
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



IN RE: PETITIONS BY FP&L Florida Public Service Commission 8/22/2016

160021-E1/1600661-E1/160062-E1/160088-El 265
1 to five nultiyear settlenents agreenents. | am sure you
2 know what | amtal ki ng about .

3 A Yes.

4 Q Ckay.

5 MR, VWRI GHT: Madam Chairman, this would be a
6 good tinme to mark nmy exhibits for identification,
7 sol think -- | think we are up to 571 --

8 CHAl RVAN BROMWN: W are.

9 MR, WRIGHT: -- for ne.

10 CHAl RVAN BROMWN: W are.

11 MR WRIGHT: And | would like the first one to
12 be PSC Rate Reduction and |Increase Summary, 1960 to
13 Present.

14 CHAI RMAN BROWN:  Ckay. That will be marked
15 for 571.

16 (Whereupon, Exhibit 571 was marked for
17 I dentification.)

18 MR, WRIGHT: And 572, | would |Iike marked as
19 NEE 2012 and 2015 Annual Reports --

20 CHAI RMVAN BROMWN: Ckay - -

21 MR, WRIGHT: -- Selected Financial Data.

22 CHAI RMVAN BROWN:  Ckay.

23 (Wher eupon, Exhibit 572 was marked for

24 I dentification.)

25 MR WRIGHT: And 573, then, wll be excerpts
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1 fromthe PS -- fromFPL's Earnings Surveillance
2 Reports from 2010 to 2015.

3 (Wher eupon, Exhibit No. 573 was marked for

4 I dentification.)

5 CHAI RMAN BROWN:  Thank you. Those are al

6 mar ked accordi ngly.

7 MR WRIGHT: Geat. Thank you.

8 BY MR WRI GHT:

9 Q M. Silagy, if you would, | ook at what's now
10 been marked for identification as Exhibit 571. On the
11 second page of that docunent --

12 A | amsorry, which one is 5717

13 Q It's the PSC Rate Reduction and | ncrease

14 Summary?

15 A Yes.

16 Q If I could ask you to | ook at the second page,
17 so it's the third page of the packet in the upper

18 | eft-hand corner it says, Florida Power & Light Conpany.
19 A | see that.

20 Q You have seen a docunent like this before, |
21 bet you even renenber it, do you?

22 A | don't recall it, but |I have seen a | ot of

23 docunents, so, no, | don't recall this one.

24 Q kay. If you just |ook toward the bottom --
25 well, actually, if you |ook sort of around the m ddle,
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1 there are a nunber of dockets and orders |isted,
2 starting with the 990067 docket. Was that not the first
3 of the rate settlenent orders to which you referred in
4  your testinony?
5 A Yes, although | amtrying to find the 99.
6 \Wiich one is that?
7 Q It's just about -- it's just about in the
8 mddle. |If you wanted to | ook at the --
9 A | see it. | amsorry, yes, | got it. Thank
10  you.
11 Q That was the first one, and the second was the
12 next one, docket 001149.
13 A 487?
14 CHAl RVAN BROMN:  Yes.
15 MR WRIGHT: | think you are right. | think
16 it is 48.
17 CHAI RMAN BROWN:  It's an eight.
18 MR, WRI GHT: Thank you. | amsorry. |It's
19 small print, and ny glasses aren't that great,
20 t hanks.
21 THE WTNESS: Thank you. | see that as well.
22 BY MR WRI GHT:
23 Q And then the next one was a settl enent entered
24 into in docket 0500457
25 A | see that.
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1 Q Ckay. And then there was subsequently a
2 settl enent agreenent follow ng the Conm ssion's deci sion
3 I n docket 080677, that would be the fourth one to which
4 you referred?
5 A Yes, | see that.
6 Q Ckay. That's -- do you recall participating
7 wthnme in the negotiations that led to that settlenent?
8 A | do, indeed.
9 Q Ckay. | do, too. | amnot going to ask you
10 anyt hi ng about it, but we were both there.
11 And then the |last settlenent of the five was
12 the one entered into by FPL and sone other intervenors
13 I n 2012, and approved by Conmm ssion Order in 2013,
14 correct?
15 A Yes, sir.
16 Q Ckay. Now, in the 2009 settlenent, FPL agreed
17 to a base rate reduction of $350 million a year,
18 correct?
19 A Yes.
20 Q And in the 2002 settlenment, it was an
21 additional reduction in base rates of $250 million a
22  year?
23 A Yes, | see that.
24 Q In the 2005 case, there was a base rate freeze
25 with GBRA provision. Do you recall, or are you aware of
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1 t hat ?
2 A | see that.
3 Q And, in fact, |I think the exhibit shows that
4 there were sone subsequent GBRA type orders that are
5 actually identified by power plants. Do you see those?
6 A | see themfootnoted. | amtrying to see --
7 It looks like Turkey Point Unit 5, is that what you are
8 ref erenci ng?
9 Q Yeah, Turkey Point 5 and --
10 A And West County.
11 Q And West County 1 and 27
12 A Yes.
13 Q kay. (Good.
14 WI |l you agree that, under the settlenents,
15 Fl ori da Power & Light continued to provide safe and
16 reliable service throughout the periods covered by those
17 settl enent agreenents?
18 A Yes.
19 Q Paid all its bills and obligations during
20 those tines?
21 A As far as | know, vyes.
22 Q And ear ned reasonabl e returns?
23 A | see the returns we earned, yes.
24 Q Well -- would you agree that custoners got
25 good value for FPL's product, electric service, during
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1 that tinme period?

2 A Yes.

3 Q Thank you.

4 Movi ng back to returns for just a mnute, |

5 would like to ask you to | ook, please, at -- | amsorry,

6 It's out of order, but Exhibit 573.
7 A Okay. | apol ogi ze because | did not nunber

8 themall at the sane tine.

9 CHAl RVAN BROMN: 573 is the excerpts, FPL's
10 Earni ng Surveill ance Reports.

11 THE WTNESS: Thank you, Madam Chai r man.

12 MR, WRI GHT: Thank you, Madam Chairman. And |
13 will aver to you that | followed ny friend,

14 M. Butler's request, and | provided two conplete
15 copies of all of the earning surveillance reports,
16 fromwhich these are excerpted, to M. Litchfield
17 during the break so that he and the w tness woul d
18 have one but, you know, it's three-fourths of an
19 inch thick and I am saving sone trees.

20 CHAI RMAN BROWN:  Thank you.

21 BY MR WRI GHT:

22 Q M. Silagy, you recogni ze these docunents, do
23  you not?

24 A Yes, generally, no, specifically, |I have seen

25 them but | have seen earnings surveillance report.
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1 Q Ckay. So if | could ask you to | ook at the
2 third page into the exhibit, the cover sheet being the
3 first, and the next being a letter from M. Lopez dated
4 February 15th, 2011. And the third page is the first
5 page of actual data provided by the conpany to the
6 Commssion in its earnings surveillance reports.
7 A The cover letter dated --
8 Q | would like you to |ook at the first table,
9 the page after the cover letter.
10 A | amsorry.
11 Q Thank you.
12 A You are wel cone.
13 Q Thank you.
14 Ckay. WI I you agree this shows that,
15 during -- that on a 13-nonth average basis for the
16 year-end 2010, FPL earned an FPSC adjusted return on
17 equity of 11 percent?
18 A Yes. This is Decenber 2011.
19 Q | think if you look at the top of the page,
20 think it's Decenber of 2010. The report was filed with
21 the Comm ssion in February of 2011. Can you confirm
22 that for us?
23 A At the top of mne, it says -- maybe | am
24 | ooki ng at the wong page. It says Decenber 2011.
25 Q If you turn back two pages. | think you may
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1 have fli pped ahead.
2 A Sorry. Yes, | see that now --
3 Q Ch, good.
4 A -- Decenber 2010.
5 Q | was afraid we nmessed up.
6 kay, if you |look down at the bottom it says,
7 FPSC adj usted of 11 percent, correct?
8 A 11 percent, yes.
9 Q And you just confirmed the sane thing is true
10 for Decenber 20117
11 A Yes, that's correct.
12 Q Ckay. And wi thout bel aboring and goi ng page
13 by page, these are the conpany's docunents, and they
14 speak for thensel ves, correct?
15 A Yes.
16 Q Thank you. | can nove on to ny next group of
17 questi ons.
18 | would like to stick with the period 2010
19 t hrough 2012. During that tinme, did FPL's stock price
20 I ncrease”?
21 A Yes, generally.
22 Q Ckay. During that tinme, did Florida Power &
23 Light -- sorry, | did not nean to trick you. | really
24 meant to ask NextEra Energy.
25 A | was about to correct nyself, so yes, NextEra
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1 Energy. Yeah, generally, | would have to look it up --
2 | would have to look at it exactly. There was ups and
3 downs, | amsure, as there normally are.

4 Q Thanks.

5 Wul d you agree that it was higher in 2012

6 than it was in early 20107

7 A Generally, | would agree wwth that, but |

8 honestly don't know the nunber.

9 Q WIl you al so agree that the conpany increased
10 I ts dividends throughout that period?

11 A | don't recall what our dividends policy was
12 during that period.

13 Q Ckay. | would like to ask you to | ook at

14 Exhi bit 572, please, which is sone excerpted information
15 from Next Era Energy's annual reports.

16 MR, WRI GHT: And agai n, Madam Chai r man,

17 furni shed conpl ete copies of both annual reports to
18 M. Litchfield so M. Silagy woul d have those

19 available to himif he wants to |look at them This
20 isn't any kind of trick question. | just want to
21 ask himto |look at the two tables that are

22 reproduced. One is reproduced fromthe 2012 annual
23 report, which will be the third page in the packet.
24 And the other table is produced fromthe 2015

25 annual report, which is the fifth and | ast page in
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1 t he packet.
2 BY MR WRI GHT:
3 Q And these -- this is titled itemsix, selected
4 financial data. And | think M. Silagy, if you | ook at
5 each table on the third page in the packet, which is the
6 one fromthe 2012 annual report, it would show that
7 Next Era Energy increased its dividend steadily from 2018
8 until 2012 from 178 a share in 2008 to 240 a share in
9 20127
10 A Yes, | see that.
11 Q And simlarly, if you |look at the |ast page in
12 there, it's alittle further dowmn on the page, but it
13 shows data from 2011 to 2015. And picking up with the
14  $2.40 per share in 2012, FPL's share pricing -- sorry --
15 FPL's dividends paid per share -- NextEra Energy's
16 di vidend paid per share increased from 240 to 308 from
17 2012 to 2015, correct?
18 A Yes, | see that.
19 Q Thank you.
20 Referring to the period 2010 to 2012 agai n,
21  woul d you agree that FPL was delivering superior val ue
22 to its customers during that period?
23 A On a general basis, | would say yes. Qur
24  Dbills were going down and our reliability was inproving.
25 Qur em ssions profile was inproving, so | would say --
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1 nmy opi ni on woul d be yes.
2 Q Ckay. You may renenber a brief conversation
3 that you and | had in 2012 in which | asked you whet her
4 you would agree that it's FPL's duty to provide safe and
5 reliable service at the | owest possible cost. Do you
6 recall that conversation?
7 A | do.
8 Q Okay. You rejected ny use of the word "duty",
9 correct?
10 A | did.
11 Q | nstead, you stated that it's FPL's goal or
12 desire to provide safe and reliable service at the
13 | onest possible -- at the |east cost, | believe is your
14 term correct?
15 A That's correct. It is a goal.
16 Q O her than the | egal distinction between a
17 goal or a desire on the one hand, and a duty on the
18 other hand, does FPL go about its business of providing
19 safe and reliable service at | east cost any differently?
20 A | amsorry, M. Wight, could you repeat the
21 question? | amnot sure | understood what you were
22  saying.
23 Q The question | amtrying to ask is, does it
24 nmake a difference in how y' all conduct your business,
25 whether you call it a duty, or whether you call it a
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



IN RE: PETITIONS BY FP&L Florida Public Service Commission 8/22/2016

160021-E1/1600661-E1/160062-E1/160088-El 276
1 goal or desire?
2 A Well, | do think it nmakes a difference. |
3 nean, the duty to serve is sonething that all enpl oyees
4 take very seriously, and we understand that there is a
5 duty to serve. But the standard, actually, for which we
6 serve is different than that, froma standpoint of, you
7 know, we are required by |aw to provi de reasonably
8 sufficient, adequate and efficient service. And so we
9 strive to do the best job we can, and think we have
10 delivered on that in many respects, but we are not
11 perfect, and so we continue to try to do what we can to
12 neet the highest expectations that our custoners have.
13 Q Ckay. This is kind of random because it cones
14 out of soneone else's cross, but I do want to ask you
15 about natural gas as it relates to your bills. You had
16 the conversation, | think, with M. Myle about that.
17 How nmuch natural gas does FPL burn each year?
18 A Roughl y, about 600 billion cubic feet a year.
19 Wtness Forrest can provide the exact details on that.
20 Q Thank you.
21 So if there were a one-dollar increase in the
22 price of natural gas, that would add about $600 million
23 to FPL's revenue requirenent through the fuel clause in
24  this case, correct?
25 A Yes, roughly that's right.
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1

Q And translating that into custoner bills at

2 the 105, 107, 108,000 GM, that's about five-and-a-half
3 dol I ars per thousand kWh, correct?
4 A Yeah. | would have to do the math for it, but
5 again, Wtness Forrest can provide the details of the
6 bill inpact; but, clearly, our focus on not burning
7 fuel, and being as efficient as we can on natural gas,
8 as well as everything else, is why it's so inportant for
9 us and why we have been successful on being able to keep
10 bills | ow
11 Q | want to tal k about value for a couple of
12 mnutes. WII| you agree that value is a function of the
13 quality of any product and its price?
14 A Coul d you point ne to that?
15 Q You tal k about providing superior custoner
16 value --
17 A Correct.
18 Q -- extensively throughout your testinony.
19 This is kind of a predicate question asking you whet her
20 you wll agree that value is a function of the quality
21 of the product and the price of the product?
22 A No. The way | define value actually is a
23 little bit differently in ny testinony, and that is -- |
24 nean, the value is -- affordability is part of it, but
25 It's not just related to affordability. Value is also
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1 having high reliability, as an exanple. Value is being
2 able to provide great custoner service, because there
3 are different things that we could do as a conpany if it
4 was just about affordability that woul d negatively
5 | npact custoner service, as an exanple. You could close
6 a call center, reduce &M increase wait tinmes on the
7 phone for responses, but it would have an affordability
8 I npact in a positive way, arguably, but the custoner
9 experience woul d be degraded.

10 So the value proposition is the holistic

11 approach of low bills, high reliability, custoner

12 service that's excellent, and a clean em ssions profile;
13 not having to nmake a choice for one or the other.

14 Q WIl you agree that if you hold quality and

15 reliability constant, a |l ower price provides better

16 val ue to custoners than a higher price?

17 A Yes.

18 Q Do you do your own grocery shoppi ng?

19 A Soneti nmes, yes.

20 Q Do you like Triscuits? | like Triscuits.

21 Triscuits is it kind of a baseline product for ne. Do
22 you like Triscuits?

23 A | try to eat the |ow fat ones, but yes.

24 Q Good. If you shop where | shop, Triscuits are
25 about 3.49 a box when they are not on sale. Does that
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1 sound about right?
2 A Schef, honestly, | don't recall, but I wll --
3 subject to check, I wll accept --
4 MR, LITCHFIELD. | will ask a clarifying
5 guestion. Is he tal king about Triscuits in FPL's
6 service territory or sonebody el se's service
7 territory?
8 CHAl RVAN BROMN:  Counsel , can you pl ease
9 clarify?
10 MR WRIGHT: | will aver to you and M.
11 Litchfield that | buy Triscuits in FPL's service
12 territory when | amthere, and | buy themin
13 Tal | ahassee when |I'm here.
14 CHAI RMAN BROWN:  Are they constant in both?
15 MR WRIGHT: | think pretty much they are 3.49
16 al box regular price wherever | buy them
17 CHAI RMAN BROWN: | am assumi ng you are going
18 to get to a very fine point, though.
19 MR WRIGHT: O course | am
20 CHAI RMAN BROWN:  OF cour se.
21 THE WTNESS: | wll agree with you, for the
22 sake of argunent, yes, that sounds about right,
23 even for the | ow fat ones.
24 BY MR WRI GHT:
25 Q When you do sone grocery shopping, do you ever
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1 pay attention to the BOGOs, the buy one get one free?
2 A Ch, sure, yes, | do.
3 Q So you will agree with ne that the buying two
4 boxi ngs of Triscuits for 3.49 is a better val ue than
5 buyi ng one box of Triscuits for 3.49?
6 A Yes, | will. Although, | wll find that
7 often, the second box goes expired and | throw it away
8 and it's not as good a value, so not al ways.
9 Q SSmlarly, will you agree that, for electric
10 service, holding quality and reliability constant, that
11  electric service at 10 cents a kilowatt hour is better
12 value than that service at 11 cents a kilowatt hour?
13 A Yes, all things being constant, if you can
14 provide it at the exact sane services, then there is
15 Dbetter value. The problemis, you know, it is very
16 difficult to maintain those |evel of services for all
17 other things being equal, it's just that's not the
18 reality of how it works.
19 MR, WRI GHT: Thanks very much. That's all the
20 guestions | have.
21 CHAI RMAN BROWN:  Thank you, M. Wi ght.
22 Moving on to FEA, M. Jernigan.
23 MR, JERNI GAN. Thank you, ma'am And just in
24 the interest of tine, | have no further questions
25 for you.
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1 CHAl RVAN BROMWN: Wl |, thank you.
2 Moving on to the Sierra Cub. M. Csank.
3 M5. CSANK: Yes, one nonent.
4 CHAI RMAN BROWN:  Whil e you are doing that, we
5 have sone exhi bits. Thank you again for handi ng
6 those out. If you would like, we will |abel them
7 when you are ready. Thank you.
8 And I w Il encourage the next person, who is
9 Wal -Mart, to tee up their exhibits if they have
10 any, followed by AARP and the Larsons. Thank you.
11 And we w Il be starting at Exhibit 574.
12 CROSS EXAM NATI ON
13 BY M5. CSANK:
14 Hello, M. Silagy.
15 H . How are you?
16 Q Wel |, thanks.
17 My nane is Diana Csank. | am here on behal f
18 of the Sierra C ub.
19 M. Silagy, for starters, would you m nd
20 telling us whether you hold any positions with NextEra,
21  or the affiliates of NextEra, other than Florida Power &
22 Li ght Conpany?
23 A No, not that | amaware of. | don't believe |
24 serve on any of the other entities.
25 Q Do you have any responsibilities that pertain
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1 to those other affiliates?
2 A No. M responsibility is for Florida Power &
3 Li ght .
4 Q Thank you.
5 Now, turning to your direct testinony, M.
6 Silagy, you refer to FPL's long-term strategy throughout
7 your testinony. For clarification, howlong is
8 | ong-tern?
9 A Well, that's a good question. W obviously
10 file a 10-year site plan, which | amsure we are goi ng
11 to speak about, and so we are always | ooking 10 years
12 out. But, you know, we tal k about -- | ook at
13 technol ogi es and what the inpact will be for many years
14 to cone, even beyond that. Many of our assets, as
15 poi nted out in the depreciation study, have |ives that
16 | ast for, you know, decades, and so we have to be
17  thinking about that in technol ogi es.
18 So it's testinobny not an easy answer in the
19 sense of it's along tine, and we try to think about
20 what are the inplications beyond even the 10-year site
21 pl an, although it's -- trying to predict is hard.
22 Q | appreciate that. Do you -- does the conpany
23 prepare supplenents to the 10-year site plan that
24 proj ect out beyond the 10-year horizon that's required
25 for filing in April of each year by this conm ssion?
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1 A No, we don't.
2 Q And it's al so your testinony that it's
3 I nportant for the conpany to have a constructive
4 regul atory framework, as you put it, right?
5 A Yes, ma'am It is inportant to have a
6 constructive regulatory franmework.
7 Q And that framework includes transparency with
8 the Comm ssion and stakehol ders about FPL's |ong-term
9 strategy?
10 A Yes, | believe that's part of it as part of
11 our 10-year site plan.
12 Q And that framework includes comng before this
13 comm ssion when FPL's activities require Comm ssion
14 approval ?
15 A Yes.
16 Q And FPL, as we covered earlier this afternoon,
17 strives to do the right thing even before it is asked or
18 ordered to do so, right?
19 A Yes. And | believe we have denonstrated that
20 a nunber of different tines.
21 Q This pronotes a stable regulatory framework?
22 A Well, not that in and of itself, no. | think
23 that is part of what we are as a conpany, and our
24 culture. But | think what we have actually tal ked about
25 frompronoting a regulatory, or a stable regulatory
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1 framework, is what we tal ked about in testinony in
2 virtuous circle, and being able to provide excellent
3 value for custoners, which |eads to high custoner
4 satisfaction, which then leads to a stable and favorabl e
5 regul atory environnent, which, in turn, leads to the
6 ability to have strong financial performnce and
7  foundation, which allows us to invest in the
8 technologies that allows us to provide great custoner
9 satisfaction by having, as an exanple, low bills having
10 I nvested and the noderni zati ons, as an exanpl e.
11 Q So the conpany strives to pronote a strong
12 financial position for itself?
13 A As one -- yes, that is one elenment of it.
14  Absolutely. W strive to actually be innovative and to
15 think about what is going to provide custoner val ue.
16 Q So before making a substantial financial
17 comm tnment, the conpany seeks Conm ssion approval where
18 it's required?
19 A If it's -- yes, excuse ne, if it's required in
20 advance, then we will find it in advance. |If it's not
21 requi red in advance, then, no, not necessarily.
22 Q But there are instance when the conpany cones
23 in even if it's not required to seek Comm ssi on approval
24 because it's making a substantial financial commtnent?
25 A Yes, | can't recall it specifically, but, yes,
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1 we have cone in before to seek guidance fromthe
2 Conmmi ssi on.
3 Q s a 200-nmegawatt power plant a substantia
4  financial comm ssion?
5 A Yes and no. It is -- it is substantial in the
6 sense of it's mllions of dollars, and | view that as
7 substantial always; but, no, in the schenme of our
8 system 200 negawatts is a very small anount of power in
9 our system So, no, | would not see that as substanti al
10 In that rel ationship.
11 Q So here, the conpany is requesting -- part of
12 t he conpany's requests are the three solar power plants.
13 Is it -- are you saying that that's not a substanti al
14  financial commtnent in, those solar -- three solar
15 power plants that anmobunt to 220 negawatts?
16 A Yes. Those solar plants do add up to about
17  223.5 negawatts. That's a $400 mllion investnent,
18 which has positive custonmer benefits. So that is why |
19 believe, froma custoner val ue perspective, it is
20 positive for custoners, saves noney, and that's why | am
21 confortable with the decision on the investnent.
22 Q Thank you. And back to ny question, that you
23 would agree with ne that those power plants, those three
24 projects are a substantial financial commtnent?
25 A In the -- again, no, not in the schene of our
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1 overall rate base, it's not; but it is a |ot of npney,
2 and we take great care in managing it.
3 Q Turni ng back to the exanple of a 200-nmegawatt
4 power plant, let's say it burns gas. |f you have seven
5 of those, would that cunulatively anount to a
6 substantial financial commtnent?
7 A If we had, | amsorry, how many?
8 Q Seven 200- negawatt .
9 A You know, again, | think any of these
10 I nvestments are substantial in their overall cost, but
11 how it relates into our systemrenmains to be seen. So |
12 haven't really thought about it. Seven on
13 200 negawatts, 1,400 negawatts, yes, that's substantial.
14 Q And you are famliar with the conpany's
15 I ncl usi on of seven new gas conbustion turbines inits
16 request in this case?
17 A Yes.
18 Q And do you know, did FPL obtain fromthis
19 conm ssi on preconstruction approval for those plants?
20 A No, we did not. That's why we are here today.
21 Q Thank you, M. Silagy.
22 Now, let's turn to your testinony. And again,
23 we referred to this earlier, but you introduced the FPL
24 witnesses in this case, right?
25 A Yes.
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1 Q The wi tnesses are your coll eagues?
2 A Yes.
3 Q You work with themdirectly?
4 A Well, nost. Sone are consultants, like M.
5 Reed, so he is -- he is a consultant. He is not an
6 enpl oyee of Florida Power & Light.
7 Q Understood. And which of the FPL witnesses in
8 this case are fromthe conpany's resource planning
9 depart nent ?
10 A Ms. Deaton and Dr. Morley was going to be in
11 t hose.
12 Q Anyone el se?
13 A Dr. Morley.
14 Q Right. She's the director of that departnent?
15 A That's correct. And Wtness Deaton. Wtness
16 Cohen actually is in our regulatory group, but obviously
17 I nvol ved with rate design.
18 Q And referring back to the resource pl anning
19 departnent, are they -- is that departnent responsible
20 for resource selection?
21 A No. Utimately, resource selection is going
22 to be responsibility of senior managenent, such as
23 nyself.
24 Q Ckay. And seni or managenent, in naking those
25 types of decisions, is inforned by which conponents of
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1 t he conpany?
2 A By a variety of conponents of the conpany.
3 Q Is there one that has prinacy over the others
4 when it conmes to resource selection?
5 A When you say resource selection, could you
6 clarify.
7 Q Sure. So when the conpany identifies a need,
8 and is trying to identify the |east cost resource to
9 neet that need, is there a particular conponent of the
10 conpany that provides the analysis to informthe
11 deci si on about the preferred alternative?
12 A VWll, there is a variety of elenents, or
13 people, | should say, within the conpany, and factors
14 that we consider. So the need, as you have identified,
15 I's one, and then the type of need is another.
16 Locati onal opportunities of where we could actually
17 pl ace that would also drive that. Available
18 technol ogi es would al so cone into play.
19 So there is a nunber of subject matter experts
20 that we would be briefed by that | would obtain
21 I nformation fromin | ooking at what is avail able, and
22 make a decision on what's the best path forward.
23 Q | appreciate the thoroughness of your
24  response.
25 So taking one of those at a tine, you
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1 menti oned the type -- the need itself. That there is a
2 conponent of the conpany that identifies whether there
3 Is a need. |Is there a witness in this case who is
4 testifying to the need with respect to the seven new gas
5 conbustion turbines?

6 A | amnot sure. | would say Dr. Morley, again,
7 having to do with sales and | oad forecasting is going to
8 be probably the witness that deals with what are our
9 expect ed needs are, coupled with, again, also then how
10 we would structure that going forward. So that woul d be
11  Wtness Deaton and even Cohen about how rates are
12 actually set and bills are paid.
13 Q May ne ask you, when did Dr. Morley assune her
14 position as Director of Resource Pl anning?
15 A | don't know exactly when. It was relatively
16 recently.
17 Q So when did the conpany make the sel ection, or
18 the decision to proceed with the seven new gas
19 conbustion turbines? That was sone years back, right?
20 A | don't recall exactly when, but it was
21  several years ago.
22 Q So who does the conpany hold out as the nost
23 know edgeabl e with respect to the needs of those gas
24 plants if Dr. Morley was not in her role at the tine the
25 decision was nade?
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1 A Wll, froma need determ nati on standpoi nt,
2 from whet her or not custoners need it, Dr. Mrley, who
3 al so worked in the departnment, so she nay not have been
4 In that position but she was in that departnent, but
5 al so witness Kennedy can speak at great |ength about the
6 operational needs. And even Wtness Mranda, Mnny
7 M randa can al so provide quite a bit of information with
8 regards to the operational needs when it cones down to
9 neeting |oad requirenents, transm ssion and
10  distribution.
11 So Wtnesses Kennedy and M randa can al so
12 provi de, froma standpoint of being able to neet
13 oper ati onal needs.
14 Q And you referred to the | ocational aspects of
15 needs. Wo is the witness who can speak to that?
16 A Vell, | would say Wtness Kennedy woul d be
17 able to speak to the fact that these particular type of
18 assets require access to gas, as an exanple, and access
19 to transmssion to be able to export the power, and
20 other elenents required for the safe operation of these
21 facilities. So she will be able to speak to the
22 | ocati onal needs of these type of technol ogies.
23 Q Were there any other factors with respect to
24 resource sel ection that wtnesses are presenting on?
25 A Wtness Kennedy, | think, can provide you a
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1 nunber of areas, such as the ability of these nmachines
2 to be able to start relatively quickly to neet peak | oad
3 requi renents in order to neet either summer or w nter
4 peaks as necessary, and neet our reserve margins.
5 Q And woul d she be the one who woul d i nvestigate
6 ot her options besides the new gas conbusti on turbines,
7 which | understand, from speaking with her earlier, she
8 was told to analyze by the resource planni ng departnent?
9 A No, she woul d not be anal yzi ng ot her

10  technol ogi es.

11 Q Who woul d be anal yzi ng those ot her

12 technol ogi es?

13 A | would, along with others in the conpany, as
14 we look at different technol ogies that are avail able and
15 the needs that are required.

16 Q So with respect to the conpany's decision to
17 pursue those seven new gas conbustion turbines, M.

18 Silagy, did you investigate battery storage as an

19 alternative?

20 A | have investigated battery storage as an

21 alternative to generation, yes.

22 Q | s that docunented somewhere?

23 A Not that | am aware of.

24 Q Do you have col | eagues who woul d i nvestigate
25 that type of investigation?
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1 A You know, at Florida Power & Light, | don't
2 know i f we have that docunentation. | can tell you that
3 we continue to | ook at battery storage technol ogy,
4 I ncl udi ng at our sister conpany, NextEra Energy
5 Resources. And | also read materials provided that are
6 public domain, and have a understandi ng of what the
7 costs are associated wth battery technol ogy, and al so
8 understand what sone of the |imtations are around
9 battery technol ogy.
10 And so while | personally ama fan of battery
11 technol ogy, | also recognize that there are |ots of
12 limtations, and very expense costs associated with it,
13 and they woul d not neet the needs, in ny opinion, for a
14 peaker systemin our systemat this tine.
15 Q Do you have any of analysis that shows that
16 those are expensive specifically as applied to FPL
17 syst enf?
18 A | do not.
19 Q I s that sonething the conpany plans to anal yze
20 and docunent?
21 A | amsure we will continue to | ook at battery
22 technol ogy within FPL system and | am sure our sister
23 conpany will look at it as well to see when it is
24 possi bl e that battery technol ogy could be utilized.
25 Q Appr oxi matel y when woul d you present the
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1 results of that analysis to this comm ssion?
2 A | don't know.
3 Q Are you famliar request NextEra's battery
4 st orage projects?
5 A Just generally.
6 Q There were several --
7 A Next Era Energy Resources, so sorry, to correct
8 you alittle bit, yes.
9 Q kay. My apol ogi es.
10 Are those | arge-scale battery storage
11 proj ects?
12 A Define | arge-scal e.
13 Q Greater than the pilot projects that FPL is
14  currently undertaki ng?
15 A | believe one is 20 negawatts, but you are
16 getting out of ny depth, because it's NextEra Energy
17 Resources, so | could be wong on that.
18 Q And those were cost-effective for NextEra
19  Energy Resources to pursue?
20 A No, not necessarily. These were pil ot
21 pr oj ect s.
22 Q The projects that NextEra Energy Resources is
23 pursui ng and went through a conpetitive bid are pil ot
24 projects, and not necessarily cost-effective?
25 A Yes, wnning a conpetitive bid for being able
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



IN RE: PETITIONS BY FP&L Florida Public Service Commission 8/22/2016

160021-E1/1600661-E1/160062-E1/160088-El 294
1 toinstall at the |least cost is one thing, but it
2 actually being conpetitive in a marketplace, depending
3 on what the marketplace is, is another. So | am not
4 famliar wiwth the details of those projects.
5 Q And you have no anal ysis show ng whet her those
6 are cost-effective in Florida for FPL systenf
7 A | do not have those anal ysis because those are
8 site-specific projects in different markets.
9 Q Ckay. Thank you.
10 Just to make sure that | have exhausted ny
11 earlier line of questions, is FPL presenting any other
12 wtnesses are resource planning responsibilities other
13 than Ms. Deaton, Dr. Morley, | believe you nentioned M.
14 Forrest and yoursel f?
15 A | don't believe so.
16 Q And just to showthat | amnot trying to ask a
17 trick question, M. Barrett also speaks to resource
18 pl anni ng i ssues, is that right?
19 A Yes, that group reports to himas well.
20 Q Does he, hinself, performanalysis wth
21 respect to resource sel ection?
22 A He is part of ny lead team so we have
23 discussions as to what are the opportunities to depl oy
24  technol ogi es.
25 Q So generally, he would be famliar with the
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1 types of options that are available to FPL when it's

2 maki ng resource sel ecti on deci sions?

3 A General ly, but that's not his area of focus on
4 a daily basis.

5 Q Ckay. Thank you.

6 So do you review the 10-year site plans that
7 FPL files with the Comm ssion in April of each year?

8 A Yes, generally speaking, | do.

9 Q Are you famliar with how nuch, as a

10 percentage, of FPL's energy resources currently burn
11 nat ural gas?

12 A Yes, | believe it's about 68 percent. | may

13 be off by a percent or so.

14 Q Do you know directionally whether that wl
15 I ncrease or decrease over the next 10 years?
16 A At this point, | would say it would increase

17 over the next 10 years --

18 Q What about --

19 A -- directionally.

20 Q What about the next 20 years.

21 A Hard to predict.

22 Q Okay. And what about solar -- solar power in

23 FPL system do you know, as a percentage, what that
24  currently makes up?

25 A Roughly one percent.
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1 Q Less than one percent?
2 A One percent -- roughly one percent.
3 Q And how nmuch in 20207?
4 A | don't know. | would say it's going to be

5 dependi ng on how many nore facilities we are able to

6 build. Right now we are building 223.5 negawatts, so

7 our total systemw ||l be up to around 330 negawatts.

8 Q Thank you.

9 M5. CSANK: | think this is a good tine to

10 mark ny exhibits.

11 CHAl RVAN BROMN:.  Sounds good. You are at 574,
12 so which one would you like? The site plan --

13 10-year site plan?

14 M5. CSANK: | think they should be in the

15 correct order. So 574, | would like to identify as
16 FPL's 2016 10-year Site Plan, Schedul e 6. 2.

17 (Wher eupon, Exhibit No. 574 was marked for

18 I dentification.)

19 CHAI RMVAN BROWN:  Ckay.

20 M5. CSANK:  And then 575, if we need it, wll
21 be FPL's 2016 10-year Site Plan Renewabl e

22 Resour ces.

23 CHAI RMVAN BROWN:  Ckay.

24 (Wher eupon, Exhibit No. 575 was marked for

25 I dentification.)
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1 M5. CSANK: 576 would be March 1st, 2016, EIA
2 Report on 2016 Generation Additions.

3 CHAI RMVAN BROWN:  Ckay.

4 (Wher eupon, Exhibit No. 576 was marked for

5 I dentification.)

6 M5. CSANK: And finally, excuse ne, 575 would
7 be the 2016 CGeorgia Power IRP Stipulation -- sorry,
8 77.

9 CHAl RVAN BROMWN:  577.

10 M5. CSANK: The coffee is wearing off.

11 CHAI RMVAN BROWN:  Ckay.

12 (Wher eupon, Exhibit No. 577 was marked for

13 I dentification.)

14 CHAI RMVAN BROWN:  You nmay proceed.

15 M5. CSANK: Thank you.

16 BY M5, CSANK:

17 Q So, M. Silagy, you do review FPL's 10-year
18 site plans?

19 A Yes, at a high level, | do.

20 Q kay. Are you famliar with Schedule 6.2 in
21 the conpany's plan fromthis year?

22 A | amnot famliar with the schedule, but | see
23 It.

24 Q And so you are referring to Exhibit 5747

25 A S574.
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1 Q And | have provided you with an excerpt, and |
2 apol ogi ze, because | attenpted to give you a full copy,
3 but that didn't happen. So do you have any reason to

4  doubt the accuracy of this schedule, this excerpt from

5 FPL's 10-year site plan?

6 A No.

7 Q Is it famliar to you?

8 A Yeah, | have no reason to doubt it.

9 MR, LI TCHFI ELD. Madam Chai rman, as |

10 I ndicated to counsel for the Sierra Cub, we are

11 happy to have her ask a couple of questions on this
12 to determ ne whet her we have any objection to her
13 not having the full copy here today, so we wll see
14 where it goes.

15 CHAI RMAN BROWN:  Ckay, that's fair enough.

16 M5. CSANK:  Thank you. | will have |limted

17 questions on this exhibit.

18 CHAI RMVAN BROWN:  Thank you.

19 BY M5, CSANK:

20 Q So, M. Silagy, Schedule 6.2 is entitled

21 Energy Sources Presented by Fuel Type, right?

22 A Yes, it is.

23 Q And across the top, you see years spanni ng

24  from 2014 historic data through projected data in 20257

25 A That's correct.
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1 Q And then on the left-hand side, you see energy
2 sources goi ng down through the various sources that are
3 in FPL's systenf?

4 A Yes.
5 Q And so earlier, you indicated that, at
6 present, solar nakes up one percent of the conpany's
7 resource m x. Wat nunber do you see in 20 -- under --
8 A 1/10th of a percent. | msspoke. Thank you.
9 Q All right. And then in 2020, that nunber goes
10 up to one percent?
11 Correct.
12 And in 2021, for solar, what percentage do you
13 see?
14 A One percent.
15 Q And in 20227
16 A The sane.
17 Q And that continues all the way to 2025?
18 A That's correct.
19 Q So 2025 is still one percent?
20 A That's correct.
21 Q Wiy is that?
22 A Well, again, this is an estinmte based on a
23 view that was put forth when we had the 10-year site
24 plan. The entire systemis growi ng also, so even when
25 you are adding new solar, it's going to be on, a
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1 percentage basis, still going to be subject to the other
2 generation that's bei ng added, so as an exanple in 2019
3 we wll be adding 1,600 negawatts of conbi ned cycl e gas,
4 so adding solar to get to one percent would require you
5 to still put in additional solar, just mathematically,

6 so, you know, there are puts and takes throughout the
7 system there are plant retirenents, there are plant
8 additions, and then there is also it's based on a plan
9 at the tine we filed this, but that's going to change as
10 our ability to cost effectively add solar into our
11 system | am hopeful that this will actually go up if
12 we can continue to build it cost effectively, so
13 custoners enjoy the benefits of solar power.
14 Q Thank you.
15 And turning to natural gas, then, what's the
16 percentage in 2016 for natural gas in FPL's systenf
17 A 67. 8.
18 Q And that nunber goes all the way up to 71.2
19 percent in 20207
20 A That's correct.
21 Q And then it cones back down to 69.9 percent in
22 20257
23 A That's what it says.
24 Q Do you have any reason to doubt the accuracy
25 of this forecast?
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1 A No, | don't, but it's a forecast, so by

2 definition, it nmeans it's, you know, a forecast. It

3 s --you know, your -- it's not certain, but it is a

4 forecast based on the best available information that we

5 have.

6 Q And your testinony in this case focuses on

7 benchmar king. Has FPL benchmarked itself in terns of

8 the diversity of its resource mx to other utilities?

9 A No, | am not aware of a benchmark to that, at
10 | east | haven't done a benchmark to that effect, of

11  course the resources that we have available to utilize
12 are al so sonewhat driven geographically, you know, as an
13 exanpl e we don't have high nountains in South Florida

14  and so hydropower is effectively nonexistent in major

15 parts of Florida. W have -- we have chosen to not go
16 down the path of burning oil, and so we have |limted

17 oursel ves there also. And sane thing with regards to

18 coal, as an exanple. And so other technol ogies that are
19 avail able, wnd is another good exanple. W are |imted
20 by the wind resource that's available for us to utilize,
21 and unfortunately, or fortunately, depending on if you
22 live on the beach or not, the best wnd is right on the
23 beach, which happens to be the nbst expensive property
24 in Florida, and al so has sone environnental challenges
25 to it froma wind turbine perspective. So it's very
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1 limting in our ability to being able to actually depl oy
2 those type of resources. Solar is one of areas we are
3 | ooki ng at because we think it does nmake sense now, it
4 really hasn't until recently but now cost-effectively on
5 a |large-scale we can make it work.

6 Q Ckay, and let's talk a little bit about those

7 resources that you just nentioned, has the conpany

8 studi ed opportunities to wheel in wnds from ot her

9 places in the country what are winds rich?

10 A Yes, we have, as | believe you stated in your
11 opening, we are actually the | argest producer of

12 electricity fromwi nd and solar in the world. W have a
13 | ot of winds farns in places |ike Cklahoma, as an

14  exanple, and Texas. But unfortunately, wheeling power
15 fromthat far away is both chall enging and very

16 expensive, and there are nore efficient ways. It's not
17 | npossi ble, nothing is inpossible froman engi neering
18 standpoi nt, but there are nore efficient ways for us to
19 be able to neet our resources.

20 Q Has the conpany actually docunented its

21 anal ysis of wheeling in winds from el sewhere?

22 A | don't know if we have. |It's been a while
23 since | have | ooked at that, but it's -- M. what is
24 probably Forrest can give you a little understandi ng on
25 sone of the fuel costs, not necessarily on w nd, but,
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1

you know, cost to wheel power, he does have a little

2 under standi ng of what it costs for us to actually be
3 able to wheel power into Florida, and then al so Wtness
4 M randa can provi de sone understandi ng on just the
5 physi cal constraints of bringing the power in. W have
6 limted interconnections here in Florida that allow us
7 to actually transmt that power, so part of this is
8 physical limtations on what we are able to bring into
9 the State.
10 Q What about hi gher wi nd turbines?
11 A What about higher wind turbines? |'mnot sure
12 | understand what your question is.
13 Q There have been studies perfornmed by the
14 nati onal |aboratories in recent years that have shown a
15 dramatic increase in w nds generation potenti al
16 i ncluding in places |ike Florida.
17 MR, LI TCHFI ELD. Madam Chai rman before the
18 W t ness answers, |let ne interpose an objection here
19 I think Counsel is putting facts in the records
20 that are not verified by any witness, she's
21 testifying to an effect and asking the wtness to
22 accept her testinony, but nmaybe nore to the point
23 it mght be the spot to ask Counsel to articulate
24 the relevance of this line. W have been exploring
25 resource planning options now for the |last 20
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1 m nutes and | amcurious as to the rel evance.
2 CHAI RMAN BROWN:  Ms. Csank, | have been
3 t hi nki ng the exact sane thing, you have been goi ng
4 on for a while about the resource planning, can you
5 el aborate a little bit nore and get to the point.
6 M5. CSANK: Absolutely, | would I ove to.
7 The contention of FPL repeatedly throughout
8 this proceedi ng has been that there are no resource
9 I ssues before the Comm ssion, but, in fact, there
10 are at least two such issues wth respect to the
11 nat ural gas burning generation that | referred to
12 I n ny opening statenent, the new gas conbustion
13 turbines as well as the expansion of the existing
14 conbustion turbines, it has been quiet frustrating
15 to find a witness who can actually speak in a
16 hol i sti c manner about the analysis that FPL has
17 performed and that is offering to the Conm ssion to
18 understand the resource planning inplications of
19 those parts of the conpany's request, so as M.
20 Silagy has indicated that he oversees the resource
21 pl anni ng responsibilities with the conpany, | am
22 trying to ascertain what options the conpany is
23 st udyi ng.
24 CHAI RMAN BROWN:  Al'l right, Ms. Csank, | have
25 given you a great deal of latitude in this regard
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1 and he has provided -- the witness has provided you
2 several key wi tnesses who del ve deeper into
3 resource planning, so please keep it at a general
4 | evel and kind of curtail some of these questions.
5 M5. CSANK: |'m al nost done, thank you.

6 CHAI RMAN BROWN:  Thank you.

7 BY M5. CSANK:

8 Q If I may, M. Silagy, then one final |ine of

9 questions, and this follows on the question of

10  benchmarki ng and how the conpany identifies the options
11  that it has when it cones to resource planning.

12 Do you or your staff | ook to other electric

13 utilities, in other states, for intelligence on the

14  types of technol ogies that are avail abl e?

15 A Yes. We |ook at all sources of information

16 that we can find that we believe are legitimte. W

17  don't want to be like a ot of other utilities that have
18 made sonme m stakes in this, but | think fundanentally it
19 cones down to, our duty is to make sure we keep the

20 | ights on, so when it cones to resource planning it's to
21 make sure that we do that, and we are able to neet the
22 custoners' needs. And then we | ook at how can we do it
23 nost affordably and make sure that we can also do so in
24  a manner that whenever possible is as environnentally

25 friendly as we can possibly nake it so it's a holistic
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1 approach, we would | ook at any source of information we
2 can, and there are nmany exanpl es of successes and many
3 exanpl es of spectacular failures using different types
4 of technologies. So we are trying to balance all that
5 and find the best decision we can for custoners, both
6 short and inportantly long-term
7 Q M. Silagy, are you famliar with the Georgia
8 Power Conpany?

9 A Yes. GCenerally speaking, | amfamliar with
10 t hem

11 Q Do you know how many custoners CGeorgi a Power
12 serves?

13 A No, | don't know off the top of ny head.

14 Q Subj ect to check, you would accept that they
15 serve 2,450, 000 custoners?

16 A Subj ect to check, | wll agree with that.

17 Q So they are substantially smaller than FPL in
18 ternms of their custoner base?

19 CHAI RMAN BROWN: Ms. Csank, | am going to ask
20 you real quick the relevancy of that. | see that
21 you have an exhibit that you have had us mark on
22 the 2016 Georgia Power |RP Stipulation, would

23 encourage you to get to the point of the rel evancy
24 on Georgia Power.

25 M5. CSANK:  Sure.
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1 BY M5. CSANK:
2 Q So speaking of that exhibit, M. Silagy, are
3 you famliar with the resource planning proceedi ng that
4 Georgi a Power recently concl uded?
5 A No.
6 Q Do you ever track the integrated resource
7 pl anni ng that occurs in CGeorgia?
8 A No, generally, | don't, | may read things in
9 the clips that | see, but | don't -- | don't track there
10 pl anni ng process in CGeorgia, we don't serve custoners in
11 Geor gi a.
12 Q Are you aware whet her Georgi a Power has been
13 addi ng new gas burning generation in recent years?
14 A CGeneral ly speaking, yes. | amaware that they
15 are adding gas that they have -- are in the process of
16 buil di ng a nuclear plant and that they are also a very
17 | ar ge burner of coal.
18 Q You referred to new gas, could you specify
19 what you neant by that?
20 A No, | don't -- again, | amnot famliar with
21 their gas generation plants, | believe they built sone
22 but | amnot sure, | don't track them
23 Q Got it. So turning to Exhibit 577, do you
24 have that before you, M. Silagy?
25 A | do, yes.
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1 Q And you have the full docunment which is titled
2 stipul ation before the Georgia Public Service
3 Conmmi ssi on?
4 A | see that, correct. | amassumng it's ful
5 docunment, | don't know.
6 Q It is.
7 A Ckay.
8 Q | would like to give you a chance to verify
9 t hat .
10 MR, LI TCHFI ELD. Madam Chai rman -- excuse ne,
11 M. Silagy, for one m nute.
12 Madam Chai rman, | am wonderi ng what counsel is
13 intending to cross M. Silagy on with respect to an
14 | RP stipulation out of Georgia when he has just
15 testified he does not follow their resource
16 pl anni ng process, is not involved in their resource
17 pl anni ng process?
18 CHAI RMAN BROWN: | agree, Ms. Csank, | am --
19 it's going to be very hard for you to set a
20 predicate on this. He just testified that he is
21 not aware of this, so | don't know what type of
22 guestions you are going to ask as they pertain to
23 this docunent.
24 M5. CSANK: | was going to focus his attention
25 on paragraph three which is a stipulation.
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1 CHAI RVAN BROWN:  No. No.
2 M5. CSANK: Ckay. In that case, no further
3 questions, M. Silagy.
4 CHAI RMAN BROWN:  Thank you. All right, noving
5 on to Wal - Mart.
6 M5. ROBERTS: W have no questions for you.
7 CHAl RVAN BROMWN:  Thank you, Ms. Roberts.
8 Movi ng on to AARP.
9 MR. COFFMAN: | have a few.
10 BY MR COFFMAN:
11 Q Good afternoon, M. Silagy.
12 A Good afternoon.
13 Q Since you are a high level witness, | am going
14 to ask sone very high | evel general questions for the
15 nost part.
16 Do you believe that electric rates should be
17 set to reflect the cost of service, generally?
18 A CGenerally, yes, that's how we structure our
19 rates.
20 Q And so what relevance is it that your rates
21 may or nmay not be, you know, how your rates conpare to
22 the national average for electric rates?
23 A Well, | think it's very relevant for our
24  custoners. | think they care about having a good val ue
25 proposition, and | think it is relevant froma
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1 st andpoi nt of denonstrati ng how we have been able to
2 operate efficiently and nmaki ng choi ces that have
3 actually allowed us to deliver to our custoners a cost
4 of service that is |ower
5 Q But if the cost of service to provide power in
6 the FPL service area is less than the national average,
7 do you believe that the Comm ssion should give you a
8 rate, electric rate, that's closer to the average sinply
9 because of the conparison to other utilities' rates?
10 A | think the level of our efficiency and our
11  cost of service that's reflected in that, being low, is
12 a consideration that the Conm ssion should take into
13 account as they | ook at our, particularly Wtness
14 Dewhurst, goes into great detail on this on the 50 basis
15 poi nt s adder.
16 Q So you believe that should be a factor that
17 would tend to argue for higher rates than the cost of
18 service reflects?
19 MR, LI TCHFI ELD: (bject, that's not a fair
20 characterization of the witness' testinony.
21 MR COFFMAN:  Well, | amnot sure | got an
22 answer to ny |ast question.
23 CHAI RVAN BROWN: | will let the witness answer
24 and if he is able to answer then he is.
25 THE WTNESS: | amnot sure what the question
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1 I S.
2 BY MR COFFMAN:
3 Q Does your current rates in relationship to
4 other utility rates in the country, is that a factor
5 that should argue towards raising your rates higher than
6 the cost of service?
7 A Rai si ng our rates higher than the cost of
8 service?
9 Q Yes.
10 MR LITCHFIELD: I'msorry, is this an
11 open-ended question from Counselor or an effort to
12 attenpt to articulate sone formof the conpany's
13 position in this docket, that's my question.
14 CHAI RMAN BROWN:  Counsel or ?
15 MR, COFFMAN:  It's sinply, | was sinply asking
16 iIf he believes that is relevant to where the rates
17 shoul d be set in this case or whether the cost of
18 servi ce should be the --
19 MR. LI TCHFI ELD: But again, based on sonet hing
20 t hat Counsel or believes that M. Silagy or another
21 witness in this docket has said or is that sinply a
22 guesti on of Counsel ?
23 CHAI RVAN BROMN:  Can you rephrase the question
24 in a different way, please.
25 BY MR COFFMAN:
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1 Q Ckay. Al | amtrying to get at is do you
2 beli eve that where your rates -- you believe your rates
3 fall, as far as the other utility rates, is a factor
4  that should be considered about whether -- how high the
5 | evel of rates should be com ng out of this case?
6 A Shoul d -- yeah, so.
7 Q Is that -- is that relevant to the | evel of
8 rates that the Commi ssion should be ordering as a result
9 of this proceeding?
10 A Comm ssioners, | think our performance is
11 relevant and | think it has provided custonmers with a
12 great val ue proposition. Wtness Reed will go into
13 great detail, it's not just ny opinion, it's his
14  benchmarki ng analysis' as to what we have been able to
15  achi eve.
16 Wth respect to setting the revenue
17 requi rements, we have many wi tnesses who will go into
18 great detail as to what the needs are that are required
19 to set that.
20 Wth respect to the 50 basis point adder for
21 performance, if that's where you are goi ng Counselor, so
22 | am not sure of, Wtness Dewhurst can go into great
23 detail about that, but, yes, | think perfornmance is
24 relevant and | think it's sonmething that the Conm ssion
25 can or cannot choose to apply.
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1 Q So if I amunderstandi ng you, you believe that
2 that is relevant to the ROE performance adder issue?

3 A | think performance -- yes, | think
4 performance is relative -- is relevant, pardon ne.
5 Q Is it relevant to any other issue in this
6 case?
7 A Yes, | think out performance is relevant and
8 the value that we provide to custoners, absolutely. And
9 | think our performance, as an exanple, is relevant in
10  our cost structure.
11 Qur excel l ent performance in managi ng our
12 operations and mai nt enance expense, as an exanpl e,
13 directly inpacts the anount we are asking for in revenue
14 requi rement for O&M which is materially less than it
15 would be but for the efforts we have undertaken to drive
16 costs out.
17 So, yes, our performance is relevant across a
18 whol e nunber of areas. Qur performance is relevant as
19 an exanple in how we operate our power plant, we save
20 custoners billions of dollars in being fuel efficient,
21 that's reflected in the revenue requirenents we are
22 asking for going forward.
23 Q Ckay. So the fact that your rates may be
24 | ower than the average is a factor that should be taken
25 Into consideration to raise your rates in this
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1 proceedi ng?
2 MR. LI TCHFI ELD: Asked and answer ed?
3 CHAI RMVAN BROWN:  Agr eed.
4 MR, COFFMAN:  Was it answered?
5 CHAI RMAN BROWN: | think it was.
6 MR, COFFMAN:  Ckay.
7 BY MR COFFMAN:
8 Q Do you believe that electric service is an
9 essential service for residential custoners?
10 A | think -- yes, | think for nmany people it is
11  an essential service, but there are options for how
12 peopl e want to get electricity.
13 Q Ckay. And by that, are you referring to net
14 metering and putting -- putting sone other type of
15 rat epayer owned generation on your hone?
16 A That is one area that | spoke to earlier, yes,
17 that | think custoners have sone options if they want
18 to, depending on the type of custoner it is, so
19 franchisees, as an exanple, a city, wll have different
20 options, nost of our custonmers nmay have a different
21 option.
22 Q M. Silagy, ny clients are residential
23 custoners. Wat other options would they have for
24 electricity in the FPL service territory?
25 A They could install rooftop solar if they
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1 wanted to and battery technol ogy.
2 Q What if they live in an apartnent and they
3 don't own their home?
4 A Then that would be nore chall enging for them
5 they would have to get perm ssion | would assune.
6 Q Do you know what the cost of |iving increase
7 was for the Social Security recipients this year?
8 A | don't know that off the top of ny head.
9 Q Zer o.
10 CHAI RVAN BROMWN: | rem nd counsel or to pl ease
11 not testify when asking cross-exam nation.
12 BY MR COFFMAN:
13 Q Assum ng soneone is living solely on Soci al
14  Security benefits, how challenging do you think it would
15 be to put the investnent into sone type of net netering
16 generation even if they owned their own hone?
17 A Comm ssioners, | think it would be very
18 chall enging. Unfortunately today, rooftop solar is
19 still not cost-effective, as an exanple, and battery
20 technology is also very expensive, that's why | amvery
21 proud of the fact we have actually | owered our bills
22 repeatedly in the past 10 years, and that your -- your
23 clients have been getting a great val ue over the years.
24  They have actually had their bills going down and | am
25 proud of that.
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1 Q Okay. Now, | believe that you have previously
2 acknow edged that FPL is a regul ated nonopoly; is that
3 right?

4 A Have acknow edged that we are a regul ated

5 nonopoly as so far as the Conm ssion has set our service
6 territory, yes.

7 Q And did | hear you correctly say earlier that
8 being a regul ated nonopol y, your business has greater

9 risk than a conpetitive business or |ess risk?

10 A | don't believe | said that either way. W
11 have different risks -- different risk profiles and al
12 busi nesses have different risk profiles.

13 Q All other factors being equal, being a

14 regul ated nonopoly with a regul atory conpact, woul dn't
15 that make your business less risky than a conpetitive
16 busi ness?

17 MR, LITCHFIELD:. This is a line that was

18 covered explicitly through M. Myle, so | think
19 now we are cunul ati ve and redundant.

20 CHAI RVAN BROWN: M. Cof f man.

21 MR COFFMAN.  Well, the witness just admtted
22 he didn't answer the question earlier, he didn't
23 say whether it was less or greater risk, so | am
24 just trying to clarify that.

25 CHAI RMAN BROWN:  Ckay, clarify that specific

Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



IN RE: PETITIONS BY FP&L Florida Public Service Commission 8/22/2016
160021-E1/1600661-E1/160062-E1/160088-EI 317

1

guestion, not the question you just asked which was

2 asked and answered previously by this wtness.
3 MR, COFFMAN:  COkay. Well, did | get -- did I
4 get an answer?
5 BY MR COFFMAN:
6 Q Al other factors being equal, is it -- is a
7 regul ated nonopoly less risky than a conpetitive
8  business?
9 A Not necessarily.
10 Q And why is that?
11 A Because there are different risk profiles
12 associ ated wth both types of business.
13 Q In what way is a regul ated nonopoly nore risky
14 than a conpetitive business?
15 A The duty to serve, as an exanple, creates a
16 different risk profile. The regulatory regine,
17 dependi ng on whether or not it's favorable or not
18 creates a different risk profile. W don't have, as an
19 exanpl e, during the greatest financial crisis outside of
20 The Great Depression, the option to not provide service,
21  whereas an unregul at ed busi ness, as an exanple, could
22 decide not to, or to not enter into a marketplace that
23 no longer is, sothat's a different risk -- that is
24 profitable, so that's a different risk profile as an
25 exanpl e.
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1 Q But on the other hand, an unregul ated busi ness
2 does not have the ability to request a rate increase
3 froma regulated body |Iike the Public Service
4  Comm ssion, correct?

5 A That's correct, they can set their rates
6 whenever they choose to.
7 Q Isn't it true that your utility enjoys several
8 surcharges and riders and a fuel clause that allows sone
9 of your expenses to be passed through or flowed through
10 to ratepayers outside of the base rate structure?
11 MR, LITCHFI ELD: My | ask Counsel to point to
12 M. Silagy's testinony that provides the foundation
13 for this Iine of cross.
14 CHAI RMAN BROWN:  Yes, M. Coffman.
15 MR COFFMAN.  Well, this all goes to the issue
16 of risk, which his testinony --
17 MR LITCHFIELD: M. Silagy's testinony does
18 not address risk. M. Silagy's testinony refers to
19 M. Dewhurst and M. Hevert to address those
20 t opi cs.
21 CHAIl RVAN BROAWN: M. Cof fman, can you pl ease
22 point nme to the | anguage about the riders and the
23 pass-throughs that you are referring to
24 specifically?
25 MR COFFMAN: | don't believe his testinony
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1 does discuss the riders and cl auses.
2 CHAl RVAN BROMN: Wy don't you just nove al ong
3 wi th your questions, then, please.
4 BY MR COFFMAN:
5 Q You did describe a constructive regul atory
6 environnent as a factor in earlier in your testinony
7 t oday, does a constructive regqulatory environnment nake
8 FPL | ess risky?
9 A As opposed to what ?
10 Q An environnment that is not constructive.
11 A Yes, | think a constructive regul atory
12 environnment is nore positive than a non-constructive
13 regul atory environnent, as the -- (1NAUDI BLE) --
14  agenci es denonstrated before when we have actually been
15 downgraded for a non-constructive regul atory
16 environnent, so | think that is, that is a factor, but,
17 again, M. Dewhurst covers this in great details when it
18 cones to risk profiles and the inplications associ at ed
19 wth that.
20 Q And what year was it that FPL was downgraded
21 for having a | ess than constructive regul atory
22 envi ronnment ?
23 A Again, | think -- | can't renenber the exact
24  timng of it. M. Dewhurst can answer that question for
25  you.
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1 Q Do you believe the current Public Service
2 Comm ssion is a constructive regqul atory body --
3 A Yes.
4 Q -- as far as you are concerned?
5 Do you believe that having a nultiyear rate
6 pl an woul d nake FPL | ess risky than not -- than having
7 its rates set just for one year?
8 A Not necessarily, no.
9 Q Do you believe that the plan that FPL has
10 specifically proposed in this case would be a plan that
11 would lower FPL's risk conpared to the alternative?
12 A Conpared to what alternative?
13 Q Having its rates set just based on the cost of
14 service for the test year.
15 A No. Multiyear plan, as we put forward, has
16 both risks and rewards to it. W have tried to put
17 toget her a proposal that bal ances that and address that
18 In this proceeding.
19 Q | believe you testified that a nultiyear rate
20 pl an woul d provide stability to FPL?
21 A That's one of the benefits.
22 Q Well, what is -- what are the risks of a
23 mul ti year plan to FPL?
24 A Agai n, Wtness Dewhurst can go into great
25 details, but as an exanple interest rate risks over a
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1 four-year period would be one of them

2 MR. COFFMAN: That's all | have, thank you.

3 CHAI RMAN BROWN:  Thank you very nuch,

4 M. Cof f man.

5 Al right. Mving on to M. Skop.

6 MR, SKOP: Thank you, Madam Chai r man.

7 CHAIl RVAN BROAN: Do you have, M. Skop, just a
8 rem nder, do you have any exhibits that you plan to
9 pass out for this wtness?

10 MR. SKOP: Not at this tine.

11 CHAI RMAN BROWN:  Ckay.

12 CROSS EXAM NATI ON

13 BY MR SKOP:

14 Q Good afternoon, M. Silagy.
15 A Good afternoon.
16 Q Nat han Skop representing the Larsons, | just

17 have a few aspects --

18 CHAI RVAN BROAWN:  Closer, | amsorry, | am
19 having a hard tinme hearing, oh, no, it's off now
20 You turned it off. Thanks.

21 BY MR SKOP:

22 Q Al right. Good afternoon, M. Silagy?
23 A Good afternoon.
24 Q | just had a few aspects of your direct

25 testinmony | would like to clarify if I could ask you to
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1 turn to page four, line 15.
2 A Yes, | amthere.
3 Q Ckay. And in that statenent, you indicated
4 that the bills are lower today than it was 10 years ago.
5 You woul d agree, anongst other factors, would you not,
6 that that is due in part to substantially | ower current
7 natural gas prices than were in effect in 2006, correct
8 I n?
9 A No, | wouldn't agree with your
10 characterization of substantial. | would degree that it
11 Is, in part, yes. But we have worked very hard on a
12 nunber of areas, sone of which | have already touched
13 upon, such as operations and mai nt enance costs, but also
14 reduci ng the anmount of fuel that we burn, which has
15 saved custoners billions of dollars. Last year alone as
16 an exanpl e, our generation fleet saved custoners $1
17 billion just in operations in naintenance costs and fuel
18 associated that we didn't burn. 1It's $1 billion
19 strictly in 2015.
20 Q Fair enough. And I have a foll ow up question
21 on that that | wll get toin a nmnent. |If | could ask
22 you to turn to page six, line 14 through 19, please.
23 A | am there.
24 Q And you indicated in that testinony that from
25 the end of 2013, that FPL's invested approximtely 15.8
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1 billion dollars through 2017. You woul d agree, you
2 would not, from 2010 to present, that nunber woul d
3 actually be higher than listed in your testinony?
4 A Yes, | would agree with that.
5 Q Ckay. And that substantial investnent was
6 made at a m dpoint ROE of 10-and-a-half percent which
7 has been in effect since the Conm ssion decided the 2009
8 rate case, correct?
9 A | amnot sure | would have to -- you are
10 saying for the entire period of tinme from20107?
11 Q Fromthe tine that the Conm ssion decided the
12 20 -- 2009 rate case which was decided in 2010, that
13 10- and-a-hal f percent ROE has remai ned constant through
14  present-day, correct?
15 A Yeah, | don't think the Conm ssion decided it
16 was 10-and-a-half in 2009, but we're at 10-and-a-half
17 percent now is our mdpoint, that's correct.
18 Q Correct. And if | could ask you to turn to
19 page seven, lines 14 through 18, please.
20 A | am there.
21 Q Ckay. And you indicate in your testinony that
22 even if the Comm ssion were to grant the full anount of
23 the increase, your typical bill would continue to be
24 | ower in 2020 than it was in 2006 and woul d remain the
25 | owest in the State and nation, do you see that?
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1 A | do, | appreciate you pointing it out | think
2 it's pretty amazing, if granted 100 percent of our
3 request, custoners would still enjoy bills that are
4 bel ow where they were a decade today at the end of 2020.
5 Q That statenent assunes that natural gas prices
6 do not increase above current |evels, correct?

7 A Wtness Cohen can give you all the details
8 about that calculation, but |I believe that includes
9 actually a forward fuel curve.
10 Q Ckay. But you previously testified in a
11 response to a question that M. Wight asked you
12 regardi ng the revenue requirenent for a $1 increase and
13 excuse nme in MMBTU natural gas and you indicated that
14 that would al so have a direct one-to-one correl ation
15 revenue requirenent, correct, so if natural gas went up,
16 the bill would go up?
17 A Yes, if natural gas prices go up, it wll go
18 up, but inportantly, it will go up a lot less than it
19 otherw se would, but for our investnents in this
20 technology, we are burning fuel at a clip above
21 35 percent |less, each plant has 35 or so percent nore
22 fuel efficient, so bills will go up a |ot |ess than they
23 ot herw se woul d.
24 Q Correct and that's ny next question, if |
25 could ask you to turn to page 13 of your testinony,
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1 pl ease.
2 A | am there.
3 Q And |ines, excuse ne, |lines one through four
4 and 11 through 13?
5 A Ckay.
6 Q So you woul d agree, you would not, that FPL
7 stands to benefit financially from ROE on assets pl aced
8 In service in into the base rates, correct?
9 A Yes, wll earn a return on assets that we
10 pl ace into services.
11 Q So are you famliar with the concept of
12 depl oying capital for fuel?
13 A General ly, yes.
14 Q Ckay. So, again, you nentioned the -- on line
15 12, the tangi ble custonmer benefits, would it be accurate
16 to say that FPL also benefits by virtue of the fact that
17 It earns a return on equity on capital invested in this
18 new t echnol ogy where it would not do so on fuel?
19 A Yes, it's correct that we earn a return on the
20 assets that we put forward that our custoners have
21 benefited and the sharehol ders have benefited which many
22 of the shareholders are Floridians as well, so | think
23 they have been pl eased al so.
24 Q So woul d you agree that FPL's notives are not
25 conpletely altruistic, correct?
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1 A No, our notivation is very clear, and that is
2 provi de the best value proposition that we can for our
3 custoners, day in and day out, and that's what we have
4 shown over the course of many years. Yes, we would |ike
5 to also be able to provide our investors with a return
6 because that's the only way we will be able to attract
7 investors to our conpany.

8 Q Ckay. Thank you. May | ask you next to turn
9 to page 17, lines 11 through 12 of your testinony?
10 A | am sorry, which |ines?
11 Q Line 11 through 12, on page 17.
12 A Yes, sir, | amthere.
13 Q Ckay. W th respect to your advanced netered
14 I nfrastructure that FPL has depl oyed, you woul d agree,
15 you would not, that FPL has invested hundreds of
16 mllions of dollars to date?
17 A Yes, that's correct.
18 Q Ckay. And you would al so agree, you would
19 not, that FPL's returning -- earning a return on equity
20 on that investnent, correct?
21 A Yes, although we did receive $10 mllion from
22 the federal governnent as well. Yes.
23 Q And al so, too, and | believe Wtness Santos
24 testified to this in 2009, that for 2013, contrary to
25 her testinony at the Conm ssion, that FPL custoners did
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1 not recognize the $30 million in projected annua
2 savings in 2013 that was prom sed by FPL in the prior
3 rate case, correct?
4 A You could talk to Wtness Santos about that.
5 | amnot famliar with her testinony. | can tell you
6 that the investnents we nmade in the smart neter, snart
7 grid technol ogy have been trenendous, and we continue to
8 reap mllions of dollars of benefits on an annual basis
9 and saved O&M coupled with the opportunity to provide a
10 value of service to custoners that, just never been able
11 to do before because we never had the visibility, if you
12 wll, into what the grid was doing and Wtness M randa
13 can talk to you at great length about that if you woul d
14 like to, but the smart neter and smart grid technol ogy
15 has been trenendous, positive.
16 (Transcript continues in sequence in Vol une
17 3.)
18
19
20
21
22
23
24
25
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5 |, DEBRA KRICK, Court Reporter, do hereby

6 certify that the foregoi ng proceedi ng was heard at the

7 tinme and place herein stated.
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9 stenographically reported the said proceedings; that the
10 sane has been transcribed under ny direct supervision;
11 and that this transcript constitutes a true

12 transcription of ny notes of said proceedings.

13 | FURTHER CERTIFY that | amnot a relative,

14 enpl oyee, attorney or counsel of any of the parties, nor
15 am| a relative or enployee of any of the parties'

16 attorney or counsel connected with the action, nor am|l
17 financially interested in the action.
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