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1 PROCEEDI NGS
2 (Transcript follows in sequence from Vol une
3 10.)
4 CONTI NUED EXAM NATI ON
5 BY M5. CHRI STENSEN
6 Q Ckay. M. Morley, are you famliar with the
7 concept of parsinony and economc -- economc --
8 econetric nodeling?
9 A Yes.
10 Q Okay. | appreciate that.
11 Essentially, is it a fancy way of saying to
12 keep it sinple?
13 A | think it's nore than that. It's -- it's to
14 keep it as sinple as you can while still having an
15 accurate forecast.
16 Q Ckay. And this is to resist the potenti al
17 probl ens associated with what is called an over-
18 specification error when erroneous independent vari abl es
19 are included within a regression nodel; is that correct?
20 A Yes.
21 Q kay. Are you famliar with what is referred
22 to as Enogy (phonetic) information criteria and the
23 Bayesi an and Schwartz information criteria? And |
24 apologize if | butchered those nanes.
25 A Yes.
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1 Q Ckay. These are diagnostic statistics that
2 bal ances the expl anatory power of the nodel within the
3 conplexity of the nodel; is that correct?
4 A Yes.
5 Q Ckay. And essentially, each of these
6 variables says that, for each new i ndependent vari abl e
7 that is added to a nodel, the predictive power of the
8 nodel show -- show i nproved by an -- a noticeable
9 percentage; is that correct?
10 A | would ask you to repeat that.
11 Q Let nme give that one another try.
12 Okay. Essentially, each of these variables
13 says that, for each new i ndependent variable that is
14 added to a nodel, the predictive power of the nodel
15 shows -- show i nproved by a noticeabl e percentage; is
16 that correct?
17 A Yes, you should be getting value out of each
18 variabl e added to the nodel.
19 Q Ckay. And these statistics are often used to
20 determ ne the superiority of a chosen nodel to its
21 alternative; is that correct?
22 A |"mnot sure | would agree with that. | think
23 there are several factors that go into that. In
24 addition to that, you want to | ook at the MA the
25 R-squared, and al so, how well the forecast is doing.
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1 Q Ckay. But you would agree that that is one of
2 the tools that shows whether or not a particul ar nodel
3 I's superior to an alternative?
4 A Yes.
5 Q kay. And is it correct that you did not
6 examne either the Enogy information criteria or the
7 Bayesi an- Schwartz information criteria in devel opi ng
8 FPL's forecasted nodel s?
9 A W may have | ooked at it.
10 Q Ckay. |s that one of the things that you
11 I ncl uded as part of your testinony?
12 A No, | did not discuss that detail in ny
13  testinony.
14 M5. CHRI STENSEN. | think, Ms. Morley, that is
15 all of the questions that | have for you. So,
16 t hank you very nuch.
17 THE W TNESS: Thank you.
18 CHAI RMVAN BROWN:  Thank you, OPC.
19 M. Myl e?
20 MR, MOYLE: Thank you, Madam Chair.
21 EXAM NATI ON
22 BY MR MOYLE:
23 Q Good nor ni ng.
24 A Good nor ni ng.
25 Q Do you have an understandi ng as to whet her
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1 you're testifying as a fact witness or an expert w tness
2 in this case?
3 A You know, | don't. | just support the |oad

4 f or ecast.

5 (Laughter.)

6 M5. MONCADA: Madam Chair?

7 CHAl RVAN BROMN:  Yes?

8 M5. MONCADA: Your advisers yesterday have

9 spoken to this issue. And this is not an

10 appropriate tinme for voir dire. If he wanted to do
11 that, he should have followed the order

12 establ i shing procedure. He did not. And

13 Conmm ssi oner Edgar, the pre-hearing officer in this
14 case, has already nmade a ruling on this.

15 CHAl RMVAN BROWN: M. Myl e?

16 MR MOYLE: | didn't say anything about

17 voi r - deer.

18 CHAI RMVAN BROWN:  You didn't.

19 MR, MOYLE: O voir-dire.

20 CHAI RMVAN BROWN:  You didn't.

21 MR, MOYLE: | just want to understand if she
22 is testifying -- I'mnot sure how to pronounce that
23 exactly -- but I'"'mnot sure if she's testifying as
24 a fact wtness or an expert. So, | think | can ask
25 her that question. Like she said, she didn't know.
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1 CHAI RVAN BROMWN: | all owed that question
2 previously by you and -- froman earlier wtness.
3 So, I'lIl allow the question now as wel | .
4 MR, MOYLE: Okay. And | think she's answered.
5 She said she didn't know.
6 CHAI RMAN BROWN:  She didn't know. Pl ease nove
7 on, then.
8 BY MR MOYLE:
9 Q You -- you do rely on inputs fromother third-
10 party experts, correct?
11 A Yes.
12 Q And that would include IHS d obal Insight?
13 A Yes.
14 Q And Itron?
15 A Yes.
16 Q Do you know -- is anybody here fromIHS d obal
17 Insight or Itron? Are they wtnesses in this case?
18 A No.
19 Q You are responsible for forecasting for the
20 conpany; is that right?
21 A " mresponsi ble for the | oad forecast.
22 Q Load forecast.
23 Ckay. | want to ask you sone questions, if |
24 coul d, about the -- 616, the exhibit that OPC provi ded
25 to you. Do you still have that in front of you?
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1 A Yes.
2 Q So, on Page 2 of 3, at the top of Page 2, you
3 say, quote: The updated analysis utilized this
4 July 2015 fuel cost forecast |ow base, high bans. Do
5 you have famliarity with fuel forecasts?
6 A Only very generally. | believe Wtness
7 Forrest coul d address those issues.
8 Q kay. |'Ill probably ask him-- I"Il try to
9 stay -- if you don't know, you just tell ne you don't
10 know. But | assunme, wth 70 percent or 69 percent of
11 natural gas, that you update fuel forecasts regularly;
12 is that fair? O do you --
13 A Il --
14 Q Do you know?
15 A | -- I don't know the specifics. | think
16 M. Forrest could -- could help you out.
17 Q Ckay. You were asked a |l ot of questions about
18 the load forecast. | guess that is nore -- you have
19 nore famliarity wwth that?
20 A Yes.
21 Q Ckay. So, you reference in this interrogatory
22  a new Oct ober 2015 | oad forecast?
23 M5. MONCADA: Madam Chair, | want to nake
24 clear for the record, it was never established that
25 Dr. Morley sponsored the interrogatory answer that
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1 M. Myle is referring to.
2 CHAI RMAN BROWN:  Thank you for maki ng that
3 clear for the record.
4 Pl ease proceed.
5 BY MR MOYLE:
6 Q Did you -- were you involved or did you -- |et
7 me ask you this: If | just did the calculations right,
8 based on the exhibits, you have the Cctober 2015 | oad
9 forecast, and you have the PSC entering an order in --
10 in January of '16; is that -- is that right?
11 A | think you're referring to the order in the
12 Ckeechobee case?
13 Q Yes, ma' am
14 A Yes.
15 Q How often do you update | oad forecast? Don't
16 you file the ten- -- ten-year site plan on April 17?
17 A Yes, we file the ten-year site plan on
18 April 1. In ternms of the timng of the |oad forecast,
19 It's typically once a year in anticipation of the ten-
20 year site plan. So, there is no set date, but it would
21 typically be in the fourth quarter of each year.
22 Q So, when -- when you reference the new
23  Cctober 2015 forecast, was this what was filed on
24 April 1 in '16?
25 A There is -- no, there is a slight difference
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1 because we updated for the price of electricity because
2 we knew in January we were going to have a m d-course

3 correction. So, we wanted to incorporate that.

4 But otherwse, it's identical to the 2016 ten-
5 year site plan and what we're proposing in this case.

6 Q Do you -- do you keep up with the -- | know

7 you have sone testinony about nornalized weather. And

8 OPC asked you sone questions about that. Do you keep

9 up with -- with the weather --
10 A | think --
11 Q -- suggestions or the historical weather

12 that's tracked by NOAA? | nean, what's your source for
13  weat her data?

14 A Qur vendor for weather data is WBl. They are
15 the | eading provider of weather data in the country.

16 They actually get their data from NOAA weat her stations.
17 Q kay. So, | guess NOAA is pretty reliable;
18 isn't that right?

19 A Yes, for weather data.

20 Q Do you know how often NOAA provi des weat her
21 data with respect to | ooking and seei ng whet her a year
22 was abnormally warm or abnormally cool? |Is that an

23 annual thing? Do they -- do they do that on a rolling
24 average? Do you have any information on that?

25 A No, | don't know specifically. | believe they
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1 update their 30-year average only once every ten years.
2 Q Do you know if they update and an- -- if they
3 do an annual update with respect to -- sonetines you see
4 in the press, this was the hottest year ever. Do you
5 ever see those kinds of stories in the press?
6 A Yes. | think you' re asking about not updates
7 to normal, but actually | ooking at actual weather data,
8 which |'"'msure they do every day.
9 Q Ckay. And do you |l ook at that as part of what
10 you do; look at the weather data as conpared to
11 nor mal i zed?
12 A Yes, because it's an input into our nodels.
13 Q Ckay. So, do you have an understanding as to
14 how 2015 conpared with respect to other years? Was it
15 the hottest year ever?
16 A Ch, abs- -- absolutely. Yes, 2015 was the
17 hottest year on -- on -- that we've had in quite sone
18 tinme. By contrast, 2013, 2014, were quite mld.
19 Q And | assune you al so are tracking 2016 as --
20 do you understand that that's also on track to beat
21 2015? And | say beat -- be hotter than 20157
22 A Yes, we're definitely tracking the weather in
23 2016. | don't -- | don't know that it's on track to
24  peat 2015 at this point.
25 Q But it's -- it's maybe conparable or pretty
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

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



1252

1 cl ose?

2 A | know that -- that it's probably hotter than
3 normal. And by the sane token, we had a very mld

4 winter, nmuch fewer heating-degree days than normal, but
5 | -- I"mnot sure -- | actually don't believe it's

6 hotter than 2015 at this point.

7 Q VWll, there are still some nonths that need to
8 gointo the calculation, right?

9 A That's right.

10 Q Do you track macro trends with respect to the
11 weat her ?

12 A Coul d you define what you nean by nacro

13  trends?

14 Q There -- there's been a | ot of weather events
15 that have been taking place that, at |east, the press
16 says: This is abnormal, unusual, the 30-sonething

17 I nches of rain in Louisiana that surpassed the nationa

18 average for rain.

19 " mjust wondering if you have a general
20 under standi ng or you track whet her -- whether as
21 wh-e-t-h-e-r -- whether or not there are sone | eading

22 experts that are suggesting that there are sone big

23 weat her changes taking place in the |last few years?

24 A I|'"'mnot a neteorologist. So, | track that
25 just as probably we all do in terns of the news and so
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1 forth.
2 Q But you have a little nore reason to track it
3 because you put together the | oad forecast than, say,

4  sonebody like nme, right?

5 A That's probably true.
6 (Laughter.)
7 Q And -- and given -- given that, do you have an

8 understanding as to whether or not there seens to be

9 sone suggestion that sone macro weat her trends are

10 taking place?

11 A | know that there is coverage in the nedia on
12 that. | don't know how -- to what extent that is

13 because exceptional events nake news and no one would
14 report, hey, we had a real average weat her day, so --

15 but | would agree that there has been news coverage on

16 t hat .
17 Q ' mnot sure how t he news-coverage evi dence
18 woul d be wei ghed, but | appreciate your -- your response

19 to that.

20 If that is happening, that would argue naybe
21 for reconsideration of the period of tine used to,

22 quote, unquote, nornalize weather. You would agree with
23 that, wouldn't you?

24 A No, | don't. In fact, if anything, | think

25 that would support using 20 years because, if we are
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1 getting nore volatile, using a shorter period of tine,
2 such as ten years, would create even a -- an unstable
3 definition of weather. | think, if we are getting nore
4 volatile, that, if anything, would support using the 20
5 years.
6 Q | don't followthat logic in this regard. |If
7 you assune, for the purposes of our conversation, that
8 abnormal weather is taking place, and it's getting
9 hotter and hotter and hotter, | would think, as the
10 person forecasting for an electric conpany, you woul d
11 want to take that into account and make sure you have
12 enough assets available to serve firmload, which --
13 rat her be safe than sorry. |If that trend is taking
14 pl ace, you would use a shorter period of tine as
15 conpared to a |longer period of tine.
16 A Well, | agree, we definitely want to nake sure
17 we have enough assets in place to serve our custoners.
18 | think using a shorter period of weather, such as ten
19 years, would actually create uni ntended consequences i f
20 we were to use a ten-year period. And if | could
21 explain for a nonment --
22 Q Sure.
23 A The ten-year period of weather is very
24 volatile to year to year. |If we tracked, like, the
25 cooling | oad as your cooling-degree days on a ten-year
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1 basis and took a rolling average just on ten years, it

2 would go up and down every year.

3 That neant every year, when we're updating our
4 | oad forecast and we're -- we're using that to plan the
5 system the future, we could get a lot of volatility in
6 our |load forecast for, let's say, the sane year, what

7 does 2019 | ook like.

8 If we are | ooking at a specific year and using
9 a short-termperiod of weather that's only going out 10
10 years, our view of that year could change year to year
11  just on the way we're forecasting nornmal weat her.

12 So, tone, if we are getting nore volatile

13 with our weather, it would argue for using the 20-year
14 period, not the ten.

15 Q Are you -- are you aware that sone utilities
16 use a ten-year period for weather nornalization?

17 A Yes, |'maware that sone utilities outside of

18 Florida do. M understanding, though, even industry-

19 wde, that it's still the mnority of utilities.
20 Q Isn't it really the decision about how nany
21 years to use with respect to your normal weather -- your

22 weather-normalization calculation, a matter of judgnent?
23 A | don't knowif it's a matter of judgnent. |
24 would say, to a certain extent, it's a matter of policy

25 because it would have inplications for a | ot of areas;
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1 not just setting rates in this case.

2 | would agree it's policy. | don't know if
3 the word "judgnent" woul d apply.

4 Q Well, you would have helped ne if you had

5 given ne a yes or no on that.

6 Who shoul d set that policy? Should it be this
7 Comm ssion or should it be utilities? | nean, policy,
8 as | understand it, is set by this Commi ssion. Do you
9 have that understandi ng?

10 A Yes.

11 Q Ckay. And do you know, do they have a rule
12 t hat says how many years are used for weat her

13 nor mal i zati on?

14 A They don't have a rule; however, to ny

15 know edge, they have never approved a period shorter
16 than 20 years.

17 Q Ckay. Do you have an understanding as to

18 whether rules are the proper place under Florida

19 Statutes for agencies to set policy?

20 A | don't have that know edge.

21 Q When you do your forecasting, you also do
22 It -- you do it weather normalized and you do it with
23 the actual results as well, correct?

24 A |'"'mgoing to say yes, but I"'mgoing to

25 explain --
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1 Q Pl ease.
2 A -- if that mght help your know edge. Wen we
3 devel op our nodel -- it's our net-energy-for-I|oad
4 nodel -- we |look at history, we | ook at the actual
5 val ues for net energy for load historically. And of
6 course, we |look at the actual weather. That's -- that's
7 our nodel calibration.
8 Now, when we go forward for weather, we use
9 t he assunption of nornmal weat her.
10 Q Ckay. So, a couple of just general questions
11 about your business. And you've been in it for a |long
12 tinme, correct?
13 A Ch, yeah.
14 Q You woul d agree that you have nore certainty
15 wth respect to forecasts that are forecasting an event
16 closer in tine as conpared to an event further out in
17 tinme, all other things being equal?
18 A Yes. | think that's one of the reasons why
19 our proposed sales forecast, in this case, is superior
200 to OPC s reconmmendation that we revert back to the 2015
21 ten-year site plan forecast.
22 Q Ckay. | don't need the OPC -- your |awers
23 wll have a chance to get on the OPC forecast. | just
24 wanted to get you to agree that it's easier to predict
25 sonething closer in tinme as conpared to further out.
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1 So, you can predict the weather tonorrow with

2 nore certainty than you can predict the weather in

3 Tall ahassee two weeks from now, correct?

4 CHAI RMAN BROMWN: Asked and answer ed.

5 MR, MOYLE: Ckay.

6 BY MR MOYLE:

7 Q As a -- as a person responsible for

8 forecasting for Florida Power & Light, if -- if you were
9 asked to provide a forecast, a | oad forecast, and all

10 the things that are in your testinony for the year 2025,

11 could you do that?

12 A Yes.

13 Q You could. Wuld you be confortable in

14  your -- in your forecast for 20257

15 A What do you nean by "confortable"?

16 Q Wul d you be confortable presenting it to this

17 Comm ssi on and asking this Conmm ssion to nake a deci sion
18 based on a forecast of -- of the conponents that you

19 tal k about in your testinony for the year 20257

20 A | think | probably have requested or presented
21 to the Commission |longer-termforecasts. So, yes.

22 Q Ckay. What about 2050? Could you -- could

23 you present a forecast with all the conponents in your
24  testinony here, professionally in your job, for 2050 and

25 ask the Comm ssion to nake a decision on i1t?
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1 M5. MONCADA: Madam Chair, |'m having sone

2 troubl e seeing the relevancy of 2050 in the context
3 of this proceeding.

4 CHAl RVAN BROWN: M. Myl e, your

5 hypot heti cal --

6 MR, MOYLE: I'IIl bring -- I'"ll bring it

7 together, if you give ne a little latitude.

8 CHAI RMAN BROWN:  As you said, a | anding?

9 (Laughter.)

10 MR, MOYLE: Yes.

11 BY MR MOYLE:

12 Q Coul d you do it for 20507
13 A | think you asked two parts to that. Could we
14  present a forecast -- and | think in our nuclear

15 clauses, we have actually been required to present very

16 | ong-term forecasts and to support them So, the answer
17 IS yes.
18 You al so asked if | could present themin al

19 this detail here. O course, when we go out very far to
20 2050, at a certain point in tine, there is no -- the
21 forecast for an individual -- independent variables such

22 as popul ation and econony and so forth need to be

23 trended because they're -- they're going out so far.

24 MR, MOYLE: Right. | didn't ask that question

25 very wel | .
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1 And Madam Chair, if | could maybe --
2 CHAI RMVAN BROWN:  Rephrase it.
3 MR, MOYLE: -- rephrase it.

4 BY MR MOYLE:

5 Q If you were asked to say, listen, we're --

6 we're going to cone in and we're going to ask for rates
7 In the year 2050 fromthis Conm ssion, can you prepare
8 testinony that would support us asking for rates in --
9 In 2050? What would -- what would the answer to that

10 gquesti on be?

11 A The answer would be I'mnot sure why we're
12 | ooking at a rate case in 2050. | --

13 CHAI RMVAN BROWN:  Fai r enough.

14 Q kay. Wiy are you | ooking at one in 20187
15 A Wiy are we | ooking at 2018, in this case?
16 Q Vell, et nme ask it this way: Doesn't the

17 degree of uncertainty trend out so that you have nore
18 uncertainty the further out in tinme you go so that you
19 have nore confort with your predictions for the test

20 year 2017, as conpared to 2018, all other things being
21  equal ?

22 A Yes. O course, given that we have such a

23 good and | ow weat her-normal i zed variance this year, that
24  does create additional confidence in our forecast going

25 out longer term
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1 Q But there are a whole bunch of variables in
2 t he forecast, correct?
3 A Yes.
4 Q And tell the -- tell the -- tell the
5 Comm ssion what role variables play in your forecast.
6 |'"'m-- go ahead and answer that question, if you woul d.
7 A I f you were thinking of rewording it, that
8 m ght hel p.
9 Q What -- what would -- what would be a way that
10 | could reword it that you woul d be nost confortable
11 W th?
12 (Laughter.)
13 CHAI RVAN BROMWN: | don't think that's the way
14 It works.
15 THE WTNESS: |'Il say --
16 BY MR MOYLE:
17 Q All right. Here, we'll cone at it this way:
18 | assunme you don't insert in your nodel variables that
19 are insignificant or neaningless; is that fair?
20 A Yes.
21 Q You only run sensitivities based on vari abl es
22 that potentially could affect the results.
23 A Yes.
24 Q Ckay. And your job is to determne all of the
25 variables that should be put into a nodel and run for
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1 sensitivity analysis, correct? That's part of your job?
2 A Yes, and nore inportantly, the variables that
3 go into the nodel that conme up with our proposed sal es

4 f or ecast.

5 Q You used a variable called UKH, right?

6 A Yep.

7 Q And what does that stand for?

8 A It stands for unknown usage premse. And if
9 you want, | can get into an expl anation of that.

10 Q Pl ease.

11 A kay. FPL has al ways had a certai n nunber of

12 what's called are unknown usage accounts. And these are
13 prem ses where soneone noved into a house or apartnent
14 and they forgot to tell FPL they were noving in. So,

15 they never opened up an account, but the neter is

16 runni ng and consum ng el ectricity.

17 Wth our smart-neter technol ogy, around 2013,
18 2014, we had the ability to disconnect those prem ses

19 renotely. So, we began a program under our custoner

20 service business unit around 2013, 2014 where we -- we
21 notified all of these prem ses that, by the way, you are
22 consum ng electricity. |If you don't, you know, call up
23 and open an account, we w |l disconnect you within a

24  certain nunber of days. | don't knowif it was a nonth

25 or what ever.
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1 And when we did that, a ot of those prem ses
2 decided to open up electric accounts. And we saw a bunp
3 I n the nunber of our custoners around 2014. So, when we
4 come up with our custoner nodel, we | ook at not only

5 popul ati on, but the inpact of that program

6 Q How | ong, typically, does it take for this

7 process you described to take place?

8 A When you say the process, are you talking
9 about --
10 Q Just -- it sounds |ike sonebody is using

11 electricity. They are not a custoner. They use the
12 electricity for a while, and then you contact them and
13 say, hey, you're using our electricity and you' re not a

14 custoner. W need you to be a custonmer. And they say,

15 well, yes, I will or | guess they say, no thank you.
16 How -- how -- is -- is that fair?
17 A | think | want to nake a -- clarify that is we

18 have al ways had a certain nunber of unknown usage

19 accounts. But in 2013, '14, we had a specific program
20 where we sent out letters to these prem ses.

21 So, when you said how long does it last, |I was
22 alittle confused. This was really kind of a program

23 specific to that tinme period.

24 Q Ckay. Well, when you send out letters, | nmean
25 that -- that would take five to ten days, right? You
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1 send a letter out -- you're sending it by US Miil?
2 A | assume so.
3 Q And then sonebody would get it; give them sone
4 time to respond back. I'mjust trying to understand how
5 | ong soneone gets electricity for which they are not
6 payi ng anyt hi ng?
7 A VWll, in sone cases, these prem ses had been
8 using electricity for some tine. It was with the use of
9 this advanced netering technology that we were able to
10 do this program
11 Q So, | was always under the inpression that
12 when, back in the days when | was in Mam in FPL's
13 service territory, if you had an apartnent, | had to
14 call FPL up and get themto turn the electricity on.
15 | didn't have an understanding that | could
16 nove in and still have electricity and -- and it woul d
17 take a couple of weeks before they called ne up and
18 said, hey, would you open an account?
19 A Well, is that a good thing that you didn't
20 have t hat know edge?
21 (Laughter.)
22 Q VWll, | don't know.
23 How many col | ege canpuses do you have in your
24  service territory?
25 A | -- I"mnot sure. M. Santos woul d have been
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1 a good witness to address this. Perhaps Wtness M randa
2 was -- would be when he cones back. | can tell you what
3 | know is that we have always had a certain nunber of

4 unknown usage accounts.

5 In the past, if the usage went on over a
6 certain period of tinme -- and unfortunately, | can't
7 give you a specific nunber -- or the usage was above a

8 particular |evel, they would actually go out and send
9 the truck and disconnect it, so forth. That's no | onger

10 necessary wth the smart-grid technol ogy.

11 Q Ckay. And -- and al so, given the answer to

12 your question about variables, | assune it's not an

13 I nsignificant anmount if you're using it as a variable
14  for your nodel, the nunber of unknown UKUs -- unknown --

15 unknown custoners who are using your electricity wthout

16 paying. | assune that's a significant nunber.
17 A Yes. And if | can give you a quantification
18 Is -- with the UKU, | believe in 2014, our custoner

19 growth junped up to 1.8 percent. Last year, it's

20 1.4 percent. That difference is alnost entirely due to
21 t he UKU program

22 Q Okay. You would agree it's not very efficient
23 to provide people electricity for which they are not

24  paying noney, all other things being equal as -- in

25 terns of running a business?
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1 M5. MONCADA: Madam Chair, she's not here to
2 tal k about efficiency.
3 CHAl RMVAN BROWN: M. Myl e, she's not.
4 MR, MOYLE: Efficiency is a big thenme in this
5 case about why you should --
6 CHAI RMAN BROWN:  This is a | oad-forecast
7 W t ness --
8 MR MOYLE: ~-- a rider, 50-basis-point rider.
9 M5. MONCADA: | agree that efficiency is a
10 thenme in this case. Dr. Mrley is here to talk
11 about the | oad forecast.
12 MR, MOYLE: I'Il w thdraw the question.
13 CHAl RVAN BROMN:  Thank you. Pl ease proceed.
14 MR, MOYLE: Thank you.
15 BY MR MOYLE:
16 Q | think you clarified this, but can you make
17 sure | have this right. Wen -- when you count your
18 custoners who opt to open accounts with you and be
19 custoners, you're counting themas -- as one custoner
20 per account, so that -- let's say | have a famly of
21 five people and | open an account with you. You count
22 that as one, not five, correct?
23 A Correct.
24 Q But then do you have a way where you al so
25 figure out how many people ultinmately you serve? Do you
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1 track census data or sone other way cone out and say,
2 well, we have this many accounts/custoners and we serve
3 this many peopl e?
4 A Yes, we have. It's challenging in our case
5 Dbecause of the 35 counties we serve. |In sone cases, we
6 serve actually a very snmall percentage of the
7 popul ati on.
8 But we have | ooked at that fromtine to tine.
9 Q Ckay. And -- and do you ever | ook at census
10 data? Doesn't census data track information kind of
11 granul arly?
12 A W' ve | ooked at the census data for the state
13 of Florida, which we are very representative of since
14 we're half the -- half the state. They also have county
15 data. | don't know that we've really delved into that
16  that nuch.
17 Q kay. And are you famliar wwth Florida?
18 Have you spent tinme traveling around North Florida, and
19 you think you have a fairly good feel for the state?
20 A | think so.
21 Q Ckay. So, you would agree that there are
22 areas in North Florida -- Dixie, D xie County, maybe --
23 maybe Baker County, Suwannee County -- that aren't very
24 popul at ed?
25 A | would agree. | would clarify those are not
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1 the counties we serve.

2 Q Ri ght, but -- but -- but those are counties in
3 Florida, right?

4 A Yes, they are.

5 Q And -- and those counties -- aren't they

6 characterized by a lot of -- | say, a lot -- but the

7 prison -- state prisons are a key enployer in those

8 counties?

9 A You know, | have not anal yzed that issue.

10 Q How about rural? Do you have a sense that
11 they're rural ?

12 A Yes.

13 M5. MONCADA: M. Myle, she's already

14 testified those counties were not in the FPL

15 service territory.

16 CHAI RVAN BROAWN: M. Myle, I'mgiving you
17 sone latitude on this line of questioning. Could
18 you nove al ong?

19 MR, MOYLE: Sure. Well, 1'll tieit to where
20 | think it's rel evant.

21 BY MR MOYLE:

22 Q You -- when you're doing your analysis and
23 your forecasting, you don't use data on a county-by-
24 county basis, do you?

25 A No, we don't. And we've had --
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1 Q That -- that's okay. Just you use it on a
2 statew de basis, correct?
3 A W -- we do, because --
4 Q And --
5 A -- we are half the state, and we mrror the
6 state.
7 Q l"'msorry. | interrupted you, you said that
8 yes, you do use it on the state because you're half the
9 state?
10 A And we mrror the state and our growth tends
11 to match that of the state and, in sonme cases, the
12 county data is not as tinely as the statew de data.
13 Q So, would you tell ne where in your service
14 territory you think you mrror Suwannee County and D xie
15 County?
16 A Per haps i n Ckeechobee or d ades.
17 Q And out of your service area, do you know what
18 percent of your custoners live in Ckeechobee or d ades?
19 It's a very small nunber, | woul d think.
20 A Yes.
21 Q And don't the nmajority of your custoners live
22 in large, nmetropolitan areas?
23 A Yes, | would -- probably the biggest group of
24 our custoners live in Mam -Dade, Broward, and Pal m
25 Beach County.
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1 Q And have you | ooked at an analysis with

2 respect to county data providing you with nore-detail ed

3 I nformation? Does county data -- county data exists,
4 right?
5 A County data exists. It tends not to be as

6 tinely as the statewide data. And also for us, it tends
7 to be not the full picture because, as | said, of the 35
8 counties we serve, in many cases, we serve, like, |less

9 than half the county.

10 Q kay. So -- so, | would assune that best

11 forecasting practices, you would -- if you say, well,

12 we're going to use the state data, then you would al so
13 use nmaybe the county data to confirmor reconcile? Do
14  you use the county data in any way, shape, or form or
15 just not use it?

16 A No, we have definitely | ooked and this has

17 cone up regarding population. W have definitely | ooked

18 at the trends in how the popul ation projections | ook at

19 the state | evel versus the county level. And the fact
20 Is the counties we served really tend to match the

21 state.

22 Q And that was an inartful question because | --
23 | didn't ask it specifically enough to say, have you

24 used county data in the analysis and the forecast that

25 you're presenting to this Commssion in this case. |If
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1 you could, answer it yes or no.

2 A | would say no, because, having anal yzed the
3 | ssue, we believe we are doing the appropriate thing to
4 |ook at the statew de data.

5 Q Page 6, Line 12, you nake the foll ow ng

6 statenent. And | believe Ms. Christensen nmay have drawn
7 your attention to this. But you say on Line 11, quote:
8 FPL's forecast of custoners, sales, and peak denands

9 rely on a consistent set of assunptions regarding

10 weat her, the econony, and other critical drivers,

11 correct?

12 A Yes.

13 Q Ckay. The assunptions change over tine,

14 correct?

15 A Yes. Wen we update the |oad forecast, it's a

16 new set of assunptions.

17 Q Ckay. So, when you say consistent set, what
18 are you -- what are you tal king about?
19 A It neans that, when we are forecasting, let's

20 say, the long-term peak demand versus the sales

21 forecast, we are using the sane econom ¢ forecasts, the
22 sanme econom c forecasting vendor, dobal Insight. W're
23 using the sane custoner and popul ation forecast. And

24 we're using the sanme definition of nornmal weather.

25 And we al so have the sane adjustnents to the
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1 forecast, whether it's the sales forecast or the | ong-
2 term peak-demand forecast. W're adjusting for new

3 plug-in electric hybrid vehicles, our economc

4  devel opnent terrace, the effects of rooftop solar, and

5 so forth. That's what that neans.

6 Q So, when has the set of assunptions that you
7 reference here -- when was the last tinme it's changed?
8 A | think it evolves year to year. For exanple,
9 | think with the 2015 ten-year site plan forecast, we
10 I ncorporate the inpact of rooftop solar for the first

11 time.

12 On the other hand, sone of these -- sone of

13 the factors such as the inpact of new whol esal e

14 contracts -- that's -- that's been an adjustnent we've
15 used for a nunber of years. So, that's sonething we
16 would | ook at each tinme we update the forecast.

17 Q Al right. You brought up whol esal e

18 contracts. That's part of what you | ook at, correct?

19 A Yes.
20 Q And -- and when you | ook at whol esal e
21 contracts -- when you're planning, do you say, well, we

22 have to serve these whol esale contracts? And wll you
23 plan for them just like they are a retail customer or
24 an industrial custoner |ike one of ny clients?

25 A W doif it's what we call a whol esal e-
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1 requi rements contract. And that's a contract that
2 specifies that it has an equivalent reliability, if you
3 wll, relative to our native |oad custoners.
4 Q And in your testinony, you reference a nunber
5 of wholesale obligations. Are all of the contracts that
6 you reference in your testinony requirenments contracts?
7 O are sone of them-- | guess, the opposite or nmaybe
8 anot her variation on the contract is that you have a
9 contractual provision that says, hey, if we really need
10 the electricity, we can pull it back fromyou; is that
11 right?
12 A Qur forecast includes only whol esal e-
13 requi rements custoners that have an -- like, a level of
14 service equivalent to native |oad.
15 Q kay. So --
16 A Because that's what we have to build for.
17 Q So, everything in your testinony, then, would
18 be that, people that -- that have the requirenents
19 contracts; is that correct?
20 A Yes.
21 Q kay. And you do have sone, | guess,
22 custoners that are not requirenents contracts; is that
23 right?
24 A Yes.
25 Q Ckay. But you didn't -- you didn't put those
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1 in the testinony or consider themin any way, shape, or
2 fornf
3 A No, because they are not --
4 Q Ckay.
5 A -- requirenents custoners.
6 Q Thank you.
7 You make a point on Page 9, Line 10 that --
8 and you nmade this point about the sales forecast being
9 used for all business purposes; is that right?
10 A Yes.
11 Q Has that ever not been the case?
12 A Once a forecast is approved as the official
13 | oad forecast, that's used henceforth for everything.
14 Q kay. So, then you would say, yes, that has
15 al ways been the case?
16 A Yes, until a new |oad forecast is approved.
17 Q There was never a point in tinme where
18 different forecasts were used for different matters?
19 A Not to ny know edge.
20 Q Page 10, Line 16. So, if | understand this,
21 you're saying that the custoners are expected to grow at
22 a conpound rate of 1.5 percent per year, right?
23 A Yes.
24 Q And then that the retail-delivered sales --
25 you're projecting for that sane tinme period that they
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1 wll growat a .7-percent rate, down on Line 21?

2 A Yes. And | believe, with the adjustnments in
3 Wtness Qusdahl's rebuttal, that would actually be

4 slightly higher. | think it would be 0.8, but yes, |
5 see that.

6 Q Ckay. Well, you have -- do you need to

7 correct your testinony there?

8 A No.

9 Q Ckay.

10 M5. MONCADA: And Madam Chair, | would note
11 that, during the introduction of Dr. Mrley's

12 testinony, we did say her testinony was correct,
13 subject to the adjustnents in KO 20.

14 CHAI RMVAN BROWN:  Ckay.

15 BY MR MOYLE:

16 Q Al right. So, for the purposes of ny

17 question, | want to ask about the ratio with respect to

18 the annual rate. The custoner-growth rate is a 1.5

19 percent; yet, your forecasted sales are half of that.

20 Is that -- is that a trend that is consistent

21 In -- based on your experience where your sales are

22 forecast to be approximately half of the nunber of

23 custoners that you serve?

24 A Yes, it's consistent with the trend we've seen

25 for the last few years where we have actually seen a
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1 decline in weather-normalized use per custoner.
2 Q Do you know why that -- why that is?
3 A Yeah, | think there is a nmultitude of -- of
4 reasons including i nproved energy efficiency, both codes
5 and standards and custoner behavi or, having nore
6 conservation of -- nore awareness of turning off the
7 lights, if you will, when you | eave the room
8 Q Wiy -- why do you | ook at econom c conditions?
9 A We | ook at econom c conditions because --
10 dependi ng on the disposable income custoners have or
11 their -- so forth, they -- that's what they need; that
12 they need the incone to spend noney on all goods and
13 services, including electricity.
14 Q Ckay. And |'ve asked this question of sone
15 ot her witnesses, but you're -- you're aware that other
16 w tnesses have said that industrial custoners provide
17 good jobs in the state, generally?
18 A Yes.
19 Q You state on -- on Page 20, Lines 5 that,
20 between 2007 and 2010, Florida |ost nore than 900, 000
21  jobs; is that right?
22 A That's right.
23 Q Did you get that fromthe | abor statistics
24 bur eau?
25 A Yes.
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1 Q And by April 2015, that's just when Florida
2 got back to being even and has recovered the 900, 000
3 jobs; is that right, on Page 20, Line 11?
4 A Yes, that's right.
5 Q So, from-- fromApril 2015 to today, how many
6 new j obs has Florida created?
7 A It's adding jobs at about a 3-percent growth
8 rate. | can't give you the exact jobs added, but it's
9 about 3-percent growmh in the jobs this year.
10 Q So, 3 percent of what nunber?
11 A | can look it up, if you want.
12 Q Sure.
13 A (Exam ni ng docunent.) As of Decenber of | ast
14  year, Florida was addi ng about 200 and -- 2,000 --
15 300, 000 jobs on a year-over-year basis -- basis each
16  nont h.
17 Q So, what would be the -- what would | -- what
18 would -- do you have the annual nunber?
19 A | have the annual growmh. Do you want, |ike,
20 the average?
21 Q No, just give nme -- give ne the nonthly
22 nunber.
23 A I n Decenber 2015, the |level of enploynent in
24 Florida was eight mllion -- | would say 8.1 mllion.
25 That was an increase of about 233,000 over the prior
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1  Decenber.
2 Q 200, 000 i ncrease?
3 A Yes.
4 Q Ckay.
5 A Actual l'y, 233, 000.
6 Q So, how woul d you cal cul ate how many -- how
7 many jobs Florida has added since April of 20157
8 A | would -- since this is the nost-recent
9 nunber | have here, | would | ook at Decenber of 2015 and
10  subtract that April nunber.
11 Q And what woul d you get?
12 A (Exam ni ng docunent.) Florida has added about
13 1.1 mllion jobs since the | ow point of enploynent,
14 which was reached around 2010.
15 Q Ckay. So, ny question was: Since April of
16 2015, how many jobs has it added?
17 A Oh, | apol ogi ze.
18 (Exam ni ng docunent.)
19 CHAI RMAN BROWN:  You getting it, Dr. Mrley?
20 THE WTNESS:. [|'mtrying.
21 In the | ast eight nonths of 2015, Florida
22 added about 160, 000 jobs. That does not count the
23 addi ti onal jobs added this year, since | don't have
24 ready access to those nunbers.
25 111
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1 BY MR MOYLE:
2 Q Based on forecasting, can you make an
3 assunption for -- | assune you have to nake assunptions
4  based on -- on things, right, on how nmany jobs woul d be
5 added on a nonthly basis as part of your | oad
6 forecasting?
7 M5. MONCADA: Madam Chair, she's been doi ng
8 math for quite a few minutes, now Dr. Mrley has
9 answer ed hundreds of discovery questions in the
10 | ast few nonths. And this seens |ike material that
11 coul d have been asked in discovery, as opposed to
12 taking the tinme now, during cross exam nation.
13 CHAI RMVAN BROWN: A val id point.
14 MR MOYLE: But |I'mnot sure that an objection
15 was stated that's recogni zabl e under Florida | aw
16 Said, well, you could have asked her in deposition,
17 but -- but | nean, it's her testinony.
18 "Il tell you what, let ne try to -- try to
19 nove al ong --
20 CHAl RVAN BROMWN:  That - -
21 MR. MOYLE: -- on that, but --
22 CHAI RMAN BROWN:  Thank you.
23 BY MR MOYLE:
24 Q Anot her line in your testinony, you say
25 that -- and I'lIl nove along in ternms of not asking that
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1 question -- the jobs are inportant. You say there is a
2 concern about Florida has concentrated on | ower-paying

3 | ndustry jobs; is that right?

4 A Yes, | do.
5 Q Ckay. And what's the basis of that statenent?
6 A It's based on the fact that when we | ook at

7 t he enpl oynent growth by sector, nuch of the growh is
8 incurring in retail and hospitality, which tend to pay

9 bel ow aver age wages.

10 Q Have you tried to track that with any degree
11 of specificity, |ike the average wage in those

12 I ndustries?

13 A No.

14 Q And for your business, for |oad forecasting,

15 does that nmake a difference whether jobs are higher-

16  paying or |ower-paying? Do people -- higher-paid use
17 nore electricity generally than | ower-paid? Wy is that
18 sonet hing that you consider, if you do?

19 A | think it's -- it's a factor in the overall
20 health of the Florida econony. And that's why it's

21  noted here.

22 Q Ckay. And -- and on Page 21, | guess you are
23 stating there sone projections about what you think the
24 nunber of jobs will growat; is that right?

25 A That's d obal Insight's forecast of jobs.
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1 Q " msorry.
2 A It's -- it's the forecast from d obal Insight.
3 Q Ckay. Do you -- do you rely on that?
4 A Yes.
5 Q kay. And is this for Florida jobs?
6 A Yes.
7 Q Ckay. So, for 2016, it's a 2-percent
8 nunber -- I'msorry -- 2.6 percent?
9 A Yes.
10 Q kay. And then on Page 21, you're asked about
11 a forecast of deceleration in enploynment. Wat's
12 decel eration in enpl oynent?
13 M5. MONCADA: | object. That's not precisely
14 t he answer that was posed on Page 21.
15 CHAl RMVAN BROWN: M. Myl e?
16 MR MOYLE: Well, I'll rephrase.
17 BY MR MOYLE:
18 Q Do you -- you use the term "deceleration” in
19 enpl oynent -- you answered that question, correct?
20 A Yes, | do.
21 Q What is your understandi ng of deceleration in
22 enpl oynent ?
23 A It's a deceleration in enploynent growth. And
24  that -- what that neans is that, while we are going
25 continue to add jobs in Florida, our projections from
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1 A obal Insight indicate that the rate of job growth is
2 going to slow. And in fact, we're already seeing sone
3 evidence of that.
4 Q (kay. And so, to -- to bring this to your
5 forecast, that neans you won't need as nuch energy as,
6 say, if the econony were goi ng gangbusters; is that
7 fair?
8 A ' mnot sure what you nean by, you won't need
9 energy.
10 Q Vell, I"'msorry. An assets to serve -- if
11 you're -- if you're planning -- if you' re planning FPL's
12 system and the econony is going gangbusters, you
13 probably need nore generating assets or other assets as
14 conpared to if the econony is slowng; is that fair?
15 A Answering in ternms of the |oad forecast, the
16 hi gher the econom c growth, the higher the growth in the
17 peak demand and sales tend to be, holding all else
18  equal .
19 Q Ckay. Were you involved in any of the
20 deci sions or discussions related to the peaker projects
21 in this case?
22 A No.
23 Q Your forecast -- fuel prices are a big
24 variable in your forecast, correct?
25 A | think, nore specifically, it's -- we have
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1 two terns for the price of electricity. And fuel
2 projections would be an input into that.
3 Q Ckay. So, on Page 22, Line 19, your
4 el ectricity projections are based on the fuel projection
5 developed in 2016; is that right?
6 A Yes.
7 Q Ckay. Are there nore-current fuel forecasts
8 than January of 20167
9 A | believe they are in the process of being
10 developed. | think Wtness Forrest could probably
11  address that.
12 Q Ckay. Page 38, Line 15, you have testinony
13 about forecasts being billed on a revenue-cl ass basi s,
14 correct?
15 A l"msorry. D d you say bills?
16 Q |"'msorry. As part of your |oad forecasting,
17 do you look and try to figure out, well, how nuch is
18 residential going to grow by, how nuch is commerci al
19 going to grow by, how much is industrial nmaybe going to
20 change by -- that's a better -- better term is that
21 right?
22 A Yes.
23 Q Ckay. So, you take all -- you |look at those
24 rate cl asses and then put them together, and then cone
25 up with your overall projected growh rate.
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1 A No, they are not rate -- they are not rate
2 classes; they are revenue classes. And our forecasting
3 nmet hodol ogy relies on our net-energy-for-|load nodel, so
4 that, we do have nodels for the individual revenue
5 classes. But those are reconciled to the sal es forecast
6 I nplied by the net-energy-for-load nodel because that's
7 a much nore accurate nodel. So, that's what we use.
8 W don't -- no, we don't just add up --
9 Q Ckay. So, Page 38, Line 15, you use the
10 phrase "industrial revenue class," correct?
11 A Yes.
12 Q Did you |l ook at the industrial revenue cl ass
13 and nmake sone projections as to what the future | ooked
14 i ke for then?
15 A Yes. W have forecasts for all the revenue
16 classes including industrial.
17 Q Ckay. What did you -- what's your forecast
18 for industrial?
19 A l"mgoing to refer to ny notes for a nonent.
20 Q Go ahead.
21 M5. MONCADA: And | would like a clarification
22 on the question. You're pointing to Page 38. So,
23 are you asking her for the forecast of billed
24 sal es?
25 CHAl RVAN BROWN: M. Myl e, is that what
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1 you' re asking?
2 MR, MOYLE: Well, maybe -- maybe I'Il ask an
3 open-ended question and say: Wat did you do to
4 forecast the future for ny clients, the industrial
S cl ass.
6 THE WTNESS: Do you want ne to answer that
7 guestion --
8 CHAI RMVAN BROWN:  Yes, pl ease.
9 THE WTNESS: -- or -- okay.
10 We have a forecast for the industrial revenue
11 class that's based on the sumof three separate
12 conponents. W have a forecast for what we cal
13 smal | industrial custoners. And they actually
14 account for nost industrial custoners. And they
15 tend to be, for the nost part, tenporary
16 construction accounts. They are not, like, big
17 manuf act uri ng pl ants.
18 Then we have a nodel for what we call nedi um
19 i ndustrial custoners. Those also include a |ot of
20 tenporary construction accounts, rmnunicipal water
21 pl ants and so forth.
22 And then finally, we have a forecast for what
23 we call large industrials. And those are the
24 really, truly largest industrial custonmers. So, we
25 have a forecast for industrial that's based on the
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1 sum of those three conponents.
2 BY MR MOYLE:
3 Q Ckay. What did your -- what did your forecast
4 showwth respect to large industrial custoners?
5 A The nunber of large industrial custoners has
6 been declining on a |long-term basis, probably for 15
7 years or nore. So, we are showng, |like, a continued --
8 that that's going to continue.
9 | should clarify that when we | ook at | arge
10 I ndustrial -- and | nentioned they were declining over
11 time in nunbers -- sone of that nay be because, as those
12 custoners do certain conservation neasures, they nmay be
13 recl assified as nmediumindustrial custoners.
14 Q Do you know that or you just -- are you just
15  specul ati ng?
16 A No, | know t hat.
17 Q Ckay. So, your forecast is forecasting a
18 continued decline in the nunber of industrial custoners,
19 Is that -- of large -- I'"'msorry -- large industrial
20 custoners; is that right?
21 A Yeah, | -- | believe we have about 200 | arge
22 i ndustrial custoners. And | believe that's forecasted
23 to be not increased.
24 Q Do you track changes in large industrial
25 custoners that may occur over a period of, say, six or
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1 seven nont hs?

2 A W -- we track the nunber of custonmers by the
3 categories | nentioned, if that's what you nean.

4 Q Yeah, there -- 1'l|l represent to you there is
5 a docunent in evidence that shows over a seven-nonth

6 period -- | think it ends in February of '16 -- that

7 there were a nunber of industrial custoners that

8 declined by -- by four. Do you track that kind of

9 I nformation?

10 A Yes. And | believe I may have sponsored that
11 di scovery request. And as | said, that's been the | ong-
12 termtrend in |large industrial custoners for 15 years or
13 nor e.

14 And again, in sone cases, it may be custoners
15 who are not going away, but are performng certain

16 conservati on neasures and are being reclassified as

17 medi um i ndustrial custoners.

18 Q So, with respect to the overall econonic

19 growt h, you would say it's not particularly positive

20 for -- for industrial, based on your forecast of the

21  continued decline in the nunber of custonmers in your

22 service territory, large industrial custoners; is that
23 right?

24 A No, | wouldn't agree with that because you

25 said for industrial as a whole. And we are forecasting
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1 I ncreases in the nunber of industrial custoners. And as
2 | said, the fact that the nunber of |arge industrial

3 custoners -- which is really a specific subset of

4 I ndustrial custoners, really the largest -- the fact

5 that they are declining is not a new phenonenon.

6 Q | thought | said "large" in ny question.

7 A | think you said | arge, and then you said

8 I ndustrial, but | could renenber wong.

9 Q Large industrial. Wat's a large industrial

10 custoners in your classification?

11 A A large industrial custoners -- and we,

12 frankly, only have about 200 of them-- is a custoner

13 who is involved in a manufacturing or processing

14 activity and has a -- is what we call a | arge-denand

15 custoner. They would have a |l oad at a single delivery
16 point, at a single account of nore than 500 kW

17 That's why | say, as | said, we see mgration
18 soneti nes where these types of custonmers performcertain
19 conservati on neasures, and they would be reclassified as
20 medi um

21 Q Right. And in that interrogatory you

22 sponsored, that reflected a |loss in the nunber of |arge

23 I ndustrial custonmers, correct?

24 A Yes, that's ny recollection.

25 Q Have you done any analysis -- when you do your
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1 anal ysis, do you try to determ ne how your rate --

2 proposed rate increases will inpact certain classes of

3 custoners?

4 A No, not directly.

5 Q So, if | told you that FPL was proposing an

6 83-percent increase for large industrials, would you

7 have a sense as to how that m ght inpact the industrials

8 in terns of whether that mght result in nore of them

9 or less of them all other things being equal ?

10 A No, | don't.

11 MR MOYLE: | think I'mjust about done, Madam
12 Chair.

13 BY MR MOYLE:

14 Q On Page 25, Line 14 --

15 A Yes.

16 Q -- you -- you say, approved whol esal e

17 contracts and the sales forecasts. | was unclear what
18 you neant by "approved whol esal e contracts.” Could you
19 tell me what you nean by "approved whol esal e contracts"?
20 A It sinply neans we have a -- it's a -- it's a
21  signed contract where we have commtted to serve their
22 | oad and, therefore, they are now incorporated into the
23 | oad forecast.

24 | think, truthfully, it's probably repetitive
25 wth the executed.
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1 Q So, it's not approved by this Conmm ssion?
2 A ' m not an expert on those contracts.
3 Per haps, Wtness Deaton could help. | think in -- 1'm
4 not sure they are always approved by this Conmm ssion or
5 they are approved by FERC. | don't know.
6 But | know that we only include, |ike, signed
7 and executed contracts into our | oad forecast.
8 Q So, when you said approved here, who were you
9 tal king about approving it?
10 A | think just approved between the two parties.
11 MR, MOYLE: kay. Thank you. That's all |
12 have.
13 CHAI RMAN BROWN:  Ckay. Thank you.
14 W will recess for lunch and we'll be back
15 here at 1:30. Have a good | unch.
16 (Brief recess from12:41 p.m to 1:35 p.m)
17 CHAI RMVAN BROWN:  We are reconvening this
18 hearing. The tine is about 1:35.
19 We stopped at -- M. Myle is done conducting
20 his cross. And now, we are at the hospitals.
21 MR W SEMAN. Madam Chair, M. Skop requested
22 if he would be permtted to go before ne, which I
23 said that was fine with nme if it was okay with the
24 Conmm ssi oners.
25 CHAI RMAN BROWN: Do any of the intervenors
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1 have a problemw th that?
2 MR. MOYLE: No.
3 CHAI RMAN BROWN:  All right. That's -- and you
4 would i ke to go right after M. Skop, then?
5 MR W SEMAN:. Yes, please.
6 CHAI RMVAN BROMWN:  Al'l right.
7 M. Skop?
8 MR, SKOP: Thank you, Madam Chair.
9 EXAM NATI ON
10 BY MR SKOP:
11 Q Good afternoon, Dr. Morley.
12 A Good afternoon.
13 Q | had a few questions on cross. You would
14 agree that abnornal conditions can skew even the nost-
15 accurate, well-prepared forecast, correct?
16 A What do you nmean by "abnormal conditions"?
17 Q It's a general question. | nean, abnornal
18 conditions such as econom ¢ downturns, for exanple.
19 A Yes, | would agree that, if there is a large
20 econom c downturn that was not forecasted, that would
21 affect our results.
22 Q Ckay. And so, ny next question would be
23 various factors skew ng projections mght include
24  econom ¢ downturns, which, | believe, you answered in
25 the affirmative.
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1 Wul d you agree that recession could al so

2 adversely skew projections?

3 A Yes.

4 Q (kay. How about economc growh rates?

5 A Less so with that because, when things go

6 down, they go down dramatically; whereas, when things

7 —are growing, they are growing at a relatively steadier

8 pace.

9 Q And how about weat her?

10 A No, because, consistent with the Conmm ssion's
11 directive, our forecast is based on the assunption of
12 nor mal weat her.

13 Q kay. But you would agree, would you not,

14 that if you had an unduly hot summer, for exanple, that
15 FPL woul d sell nore electricity and generate nore

16 revenue during that tinme period, correct?

17 A Yes, | would agree that the |evel of non-

18 weather-nornalized sales would be higher in that case.
19 Q kay. Are you famliar with how FPL's | oad
20 forecast affects revenue requirenent?

21 A My understanding is ny forecast of custoners
22 by sales -- custoners and sales by revenue class is

23 provided to Wtness Cohen. And she uses it to cone up
24  with the conpany's billing determ nates.

25 Q Ckay. But you're generally famliar with the
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1 revenue requirenment, correct?
2 A Very generally.
3 Q kay. Al right. |If FPL's load forecast is
4 overly conservative, projecting |ess-than-actual
5 revenue, then a greater revenue requirenent woul d be
6 requi red, correct?
7 A Coul d you repeat that? Sorry.
8 Q Yes. |If FPL's load forecast is overly
9 conservative, projecting |ess-than-actual revenue, then
10 a greater revenue requirenent would be required,
11 correct?
12 A What do you nmean by "revenue require-" -- what
13 do you nean by "revenue woul d be required"?
14 Q If your load -- if your |oad forecast is
15 | ower -- or is |ow and understated, then a higher
16 revenue requirenent and greater rate increase wuld be
17 required to set fair, just, and reasonable rates,
18 correct?
19 A Hi gher than what? The -- just for the |ast
20 part of your cl ause.
21 MR, SKOP: May | have a nonent?
22 CHAl RVAN BROMN:  Yes, absolutely. And | was
23 going to say, | would suggest naybe just rephrasing
24 it.
25 MR SKOP: Yes. | think it's -- it's phrased
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1 appropriately. [I'mjust not getting an answer --
2 CHAI RMAN BROWN:  It's confusing to the
3 W t ness. Maybe --
4 MR, SKOP: Ckay.
5 BY MR SKOP:
6 Q FPL's | oad forecast, if it were understated,
7 It would project | ess revenue during the applicable test
8 periods, correct?
9 A Yes. And conversely, if it's overstated, it
10 would be -- it would have the opposite effect.
11 Q Ckay. But that was -- that was not ny
12 questi on.
13 So, with that in mnd, if the forecast is
14 understated, all things being equal, then a greater
15 revenue requirenment is inplied, which results in higher
16 rates, correct?
17 A Yes, that's ny basic understanding. O
18 course, in this case, our sales forecast actually has a
19 smal | over-forecasting variance. So, that would not be
20 the case.
21 Q Ckay. So, generally speaking, the |ower
22 revenue, the -- excuse ne. GCenerally speaking, the
23 | oner the revenue requirenent, the lower the rate
24 I ncrease that would be required to set fair, just, and
25 reasonabl e rates, correct?
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1 A Yes, that's ny generally understandi ng.
2 Q Ckay. Has the Comm ssion ever nmade an
3 adjustnent to the FPL's sales forecast that you

4 present ed?

5 A Yes.

6 Q When was that ?

7 A I n 2009.

8 Q Ckay. And in the 2009 FPL rate case, the

9 Commi ssi on reduced FPL's revenue requirenment by

10 approxi mately $37 million, correct? Subject to check.
11 A Yes.

12 Q Ckay. And the 2009 rate case, FPL rate case,
13 was the only FPL rate case that was fully decided by the

14 Comm ssion issue by issue in the past 30 years, correct?

15 A ' mnot sure about the 30 years, but in the
16 | ast ten years, yes.

17 Q Okay. Al right. Thank you.

18 And despite the Conmm ssion's -- or excuse ne.

19 Despite that the fact that the Conm ssion reduced FPL's
20 revenue requirenent by approximately $37 mllion, FPL

21 remai ned financially healthy, correct?

22 A | don't nonitor --

23 M5. MONCADA: (nbjection to that question. She

24 is not here to tal k about anything other than the

25 | oad forecast.
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1 CHAl RVAN BROMAN:  (bj ecti on sust ai ned.

2 Pl ease nove al ong.

3 MR, SKOP: Ckay.

4 BY MR SKOP:

5 Q Dr. Mrley, you nentioned that you understood

6 that if FPL's |oad forecast was | ow, then the revenue

7 requi renment would be greater, correct?

8 A Yes.

9 M5. MONCADA: She's --

10 CHAI RMAN BROWN: Asked and answer ed.

11 M5. MONCADA: -- asked and answered --

12 MR SKOP: (kay.

13 CHAI RMAN BROWN: We said it at the sane tine.
14 MR SKOP: You get an objection, you try to
15 find a different way, so -- no further questions.
16 Thank you, Dr. Morley.

17 THE W TNESS:. Thank you.

18 CHAI RMVAN BROWN:  Thank you, M. Skop.

19 Crcling back to hospitals, M. Wsenman.

20 MR, W SEMAN:  Thank you, Madam Chair. And |
21 have a nunber of exhibits.

22 And al so, pursuant to the protocol that's been
23 followed with sonme witnesses, | would request that
24 FPL's attorneys not be permtted to -- that they
25 turn over the stack and not be permtted to | ook at
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1 the exhibits in advance. And the sane with the
2 W t ness, pl ease.

3 CHAl RVAN BROMWN:  Ckay. FPL?

4 M5. MONCADA: W agree.

5 CHAl RVAN BROMWN: Ckay. So, we're going to be
6 starting at 619. Wuld you like to | abel one to
7 begin with or wait?

8 MR WSEMAN. | would prefer to wait --

9 CHAI RMVAN BROWN:  That's fi ne.

10 MR WSEMAN. -- if that's perm ssible.

11 CHAI RMAN BROWN:  That's fine. And you can
12 begin with your cross whenever you're ready.

13 MR, W SEMAN:  Thank you.

14 EXAM NATI ON

15 BY MR W SEVAN

16 Q Good afternoon, Dr. Morley.
17 A Good afternoon.
18 Q Wul d you agree that the purpose of your

19 testinony is to support FPL's forecasting process used
20 for this case; is that right?

21 A No, I -- 1 don't think it's that general. |
22 thi nk the purpose of ny testinony is to support the | oad

23 forecast in specific.

24 Q kay. Well, the specific forecasts that you
25 support -- tell nme if I'"mcorrect -- would be the
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1 forecast for -- of net energy for load; is that correct?
2 A Yes.
3 Q And you support the forecast of retailed --

4 retail-delivered sales; is that right?
5 A Yes.
6 Q And you support the forecasts of peak demands,

7 correct?

8 A l"msorry. | didn't hear that |ast one.

9 Q Peak denands.

10 A Yes.

11 Q And you al so support forecasts of custoners

12 and sales by revenue class; is that right?

13 A Yes.

14 Q All right. And actually, you're in charge of
15 preparing all of those forecasts, correct?

16 A Yes.

17 Q All right. Now, you're not supporting

18 forecasts of natural gas prices, correct?

19 A That is correct. | think Wtness Forrest

20 could address that.

21 Q G eat.

22 But you woul d agree that the forecasts of

23 natural gas prices affect your forecasts of net energy
24 for load, retail-delivered sales, and billed sales for

25 residential 1n the commercial class -- rate cl asses,
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1 correct?
2 A Yes.
3 Q All right. Now, is it also -- | think you nmay
4 have testified about this, but just to nake sure, your
5 forecast of net energy for |load of billed sal es includes
6 a forecast by revenue class, neaning the residential
7 class, the commercial class, industrials, et cetera,
8 correct?
9 A Not exactly, no.
10 Q Could you clarify that for ne?
11 A W have a forecast of net energy for |oad.
12 And that forecast inplies a certain anount of billed
13 sales. W also have a forecast for the individual
14 revenue cl asses.
15 The NEL nodel is superior to those of the
16 I ndi vi dual revenue classes. So, there is a
17 reconciliation process, but those are separate steps.
18 Q All right. And once -- once you' re done with
19 t hose separate steps in your forecasts, you provide --
20 the forecasts that | just tal ked about, net energy for
21 | oad of billed sales and the forecast by revenue
22 class -- you provide those forecasts to Ms. Cohen, who
23 uses the forecasts in the billing determnate -- in
24 determining billing -- billing determ nates; is that
25 right?
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1 A Yes.

2 Q All right. Now, | want to tal k about your

3 forecasts of peak demand for a little bit. First of

4 all, you forecast both a summer and a wi nter peak; is

5 that right?

6 A Yes.

7 Q And FPL, you would agree, is typically a

8 sunmer-peaking utility?

9 A Yes, typically. W have had very high w nter
10 peaks on occasion, but we are typically sumrer-peaking.
11 Q And why don't you explain for the record, so
12 It's just clear, what does it nean to be a summer-

13 peaking utility?

14 A It neans that we typically experience our

15 hi ghest hour of annual usage during the sumrer period as
16 opposed to a winter-peaking utility, which would

17  experience the highest hour of usage during the w nter
18  peri od.

19 Q And you woul d agree that the normactually is
20 that FPL experiences its summer peak in | ate August,

21 correct?

22 A That's the nost popular tinme. W can -- we

23 can have a sunmmer peak any tinme from June 1st through

24  the end of August.

25 Q Now, | think you testified about this earlier,
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1 and | think it was in your opening remarks as well,
2 but -- so, you would agree that, for purposes of
3 evaluating a utility's | oad forecasts, the Conm ssion
4 considers that utility's record of forecast --
5 forecasting accuracy; is that right?
6 A Yes. And we did a very good job forecasting
7 sales in the last rate case.
8 Q Ckay. Can you refer to your testinony at
9 Page 11, Lines 1 to 3.
10 A Yes.
11 Q And you state there: FPL has an accur- -- has
12 a record of providing accurate and reliable | oad
13 forecasts, right?
14 A Yes.
15 MR WSEMAN: Al right. |[If | could have
16 mar ked for identification as the first exhibit --
17 ["'msorry -- it was --
18 CHAI RVAN BROWN:  619.
19 MR, W SEMAN: Yes, 619. This would be an
20 excerpt of Ms. Morley's testinony in the 2012 rate
21 case.
22 CHAl RVAN BROMWN: Ckay. The title on the sheet
23 is direct testinony of Rosemary Morley in Docket
24 No. 120015-El, correct?
25 MR W SEMAN:  Yes.
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1 CHAI RMVAN BROWN:  Al'l right. That will be
2 mar ked as Exhi bit 619.
3 (Wher eupon, Exhibit No. 619 was marked for
4 I dentification.)
5 CHAI RVAN BROAWN:  Dr. Morley, do you have a
6 copy of that?
7 THE WTNESS: | do.
8 CHAI RVAN BROMN:. Pl ease proceed.
9 BY MR W SEMAN:
10 Q Dr. Morley, do you recognize the docunent
11 that's been marked for identification as Exhibit 619 as
12 an excerpt fromyour direct testinony provided in FPL's
13 2000 [sic] rate case in Docket No. 120015?
14 A Yes.
15 Q All right. Can you please turn to Page 10,
16 Lines 3 to 4 of that testinony? Do you have that?
17 A | do.
18 Q And you' re asked there the question: Does FPL
19 have a proven record of providing accurate, reliable
20 forecasts. Do you see that?
21 A | do.
22 Q And your answer at that tinme was "yes,"
23 correct?
24 A Uh- huh.
25 Q Al right.
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10 I dent
11
12
13
14
15
16
17
18

19

MR. WSEVMAN: Madam Chair, if | could have
mar ked for identification as --

CHAl RVAN BROMN:  620.

MR, WSEMAN: -- Exhibit 620, this would be --
the title of the docunent is Rosemary Morl ey,
direct testinony in Docket No. 080677, 2009 FPL
rate case.

CHAI RVAN BROMAN:  Sounds good.

(Wher eupon, Exhibit No. 620 was marked for
i fication.)

CHAl RVAN BROMWN: Dr. Morl ey, you have a copy
of that?

THE WTNESS: |'msorry. Wat's the exhibit
nunber ?

CHAl RVAN BROMN:  620.

MR W SEMAN:.  6- 2-0.

THE WTNESS: Cot it.

MR. WSEMAN: Do you have that?

CHAl RVAN BROMAN:  You mmay proceed.

20 BY MR W SEMAN:

21

Q Dr. Morley, does the docunent that's been

22 mar ked for identification as Exhibit No. 620 -- is that

23 an excerpt of testinony that you provided in FPL's 2009

24 rate

25

case i n Docket No. 0806777

A Yes.
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1 Q All right. And could you turn to your --

2 well, to that testinony at Page 24, please. Do you have
3 t hat ?

4 A Yes.

5 Q Ckay. And you -- you discuss there that

6 FPL -- FPL nade certain adjustnents to the output of its

7 econonetric nodel, right?

8 A Yes.

9 Q Ckay. And then if you go over to Page 25,

10 Lines 1 to 3, is it correct that you asserted in that
11 testi nony that making the adjustnents to the output of
12 the econonetric nodel inproved the accuracy of your

13 forecasts?

14 A Yes.

15 Q And then, if you turn over to Page 26 of that
16 testinony, Lines 15 to 20, is it correct that you

17 represented in the 2009 rate case that FPL's NEL

18 forecast was reasonabl e?

19 A Yes. I'm-- I'msorry. | need to clarify ny
20 answer to your prior question. You asked about

21 adjustnents. And | think you said, do adjustnents nake
22 the forecast better. And | should have clarified the --
23 that ny testinony in this case was the -- the

24 adj ustnents we were naking in this case inproved the

25 forecast in accuracy; not adjustnents generically.
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1 MR W SEMAN. Thank you for that
2 clarification.
3 Now, if | could have marked for identification
4 as Exhibit 621 --
5 CHAI RMVAN BROMWN:  Ckay.
6 MR, WSEMAN: This is the docunent entitled
7 "FPL proposed short-termand | ong-term | oad
8 forecast presentation ex-" -- and then in
9 par ent heses, "Exhibit 502 from Docket No.
10 120015-El . "
11 CHAI RMVAN BROWN:  Ckay. W'll go ahead and
12 mar k t hat.
13 (Wher eupon, Exhibit No. 621 was marked for
14 I dentification.)
15 CHAl RMAN BROWN:  Dr. Morley, do you have a
16 copy of that in front of you? Yes?
17 THE W TNESS: Yes. Sorry.
18 CHAI RMVAN BROWN:  Ckay. You mmy proceed.
19 MR. W SEMAN:  Thank you.
20 BY MR W SEMAN:
21 Q Dr. Morley, if you turn past the cover page of
22 the exhibit, there is another cover page that has
23 No. 50- -- it shows Exhibit No. 502 up in the right-hand
24 corner. Do you see that?
25 A Yes.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 Q Ckay. And then if you turn to the next page,
2 it's the first page of the PowerPoint presentation. And
3 It says proposed short-termand |ong-term | oad
4 forecasts. And then it identifies you, Rosemary Morl ey,
5 director of |oad forecasting, and a date of
6 Septenber 27, 2011. Do you see that?
7 A Yes.
8 Q Ckay. And do you recall that we di scussed
9 this docunent in the 2012 rate case?
10 A Yes.
11 Q Ckay. Can you turn to Page -- I'mgoing to
12 refer to -- let nme see which -- which nunbers are nost
13 easily -- do you see the bottomleft corner -- |
14 understand it's faint, but do you see there is a nunber,
15 24, there?
16 A Yes.
17 CHAI RMAN BROWN:  That woul d be the next page.
18 MR. W SEMAN: Yeah, I'mgoing to refer to
19 t hose page nunbers. Just -- | think it wll be
20 easiest for clarity.
21 M5. MONCADA: And before the question is
22 posed, we were advised yesterday by your adviser,
23 Ms. Helton, if we had any objections, we should try
24 to do them up-front.
25 CHAI RMVAN BROWN:  Ckay.
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1 M5. MONCADA: And this exhibit doesn't seemto
2 be a --

3 CHAl RVAN BROMN.  Ful | .

4 M5. MONCADA: A full presentation. The page
5 nunbers junp around, and it seens to be just an

6 excerpt of it.

7 CHAI RMAN BROWN:  |'m sure M. Wseman has a

8 copy of the full one.

9 MR, WSEMAN: You're correct, Madam Chair. W
10 have a full copy. Again, just trying to save

11 trees. |If FPL wants us to put in the whole

12 docunent, we'll put in the whol e docunent.

13 CHAI RMAN BROWN:  FPL, would you like -- would
14 you like that at the -- at the tinme we address

15 entering in the exhibit -- do you want the full

16 docunent? You have that before you right now.

17 V5. MONCADA:  Yes.

18 CHAI RMVAN BROWN:  Ckay. We'll get to that when
19 we get to exhibits later.

20 Pl ease proceed.

21 MR. W SEMAN:  Thank you.

22 BY MR W SEMAN:
23 Q Dr. Mxrley, do you have the page -- it's
24  Page 24 in the bottomleft corner.

25 A Yes, | do.
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1 Q And that page -- it -- thereis -- there are
2 actually two titles onit. The one at the top says --
3 well, let's -- actually the second title in the page,
4 just above the bar graphs, it says "Forecast of the 2011
5 sunmer peak by ten-year site plan vintage," correct?
6 A Correct.
7 Q And woul d you agree that this page shows that
8 FPL over-forecasted the 2011 sumrer peak in its ten-year
9 site plans in all but one year from 2002 t hrough 20117
10 A Yes. And it also shows we dramatically

11 | nproved our forecasting accuracy beginning with the

12 2009 ten-year site plan.

13 Q And you woul d agree that this shows that in

14 the range -- from 2006 to 2008, your forecast of the

15 summrer 2011 peak was off by approximtely 12 percent?

16 Wuld you agree with that?

17 A | would agree with that. And that has not

18 Dbeen the case recently.

19 Q Ckay. Can you turn to the next page, which

20 has the nunber 25 in the I ower |eft-hand corner.

21 Is it correct that from-- that this page

22 shows that, from 1988 to 2011, your forecasts of the

23 2011 peak on a weather-normalized basis in FPL's ten-

24 year site plans was off by as nmuch as 17 percent?

25 A I"'mgoing to -- | apologize. 1'mgoing to
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1 have to pause. W're on Page 257
2 Q 25. And I'mfocusing on, in the bar graph,
3 the highest colum that's sort of in the mddle of the
4 bar graph.
5 A And that would be --
6 Q It looks like -- I"'msorry. | see it -- it's
7 for the year 2003.
8 A Right. And that woul d have been the forecast
9 devel oped around 1993.
10 Q And it shows that forecast was off by
11 17 percent, correct?
12 A Yeah. And again, that was the forecast
13 devel oped in 1993.
14 Q All right. And can you turn to the next page,
15 which has a 28 in the |eft-hand corner. Do you see
16 t hat ?
17 A Yes.
18 Q Ckay. And would it be correct that, at the
19 time you prepared this docunent -- first of all, this
20 was prepared in October 2011; is that correct?
21 A That's what it's | abel ed.
22 Q Ckay. And would it be correct that you
23 dropped your forecast of the sunmer peak for 2021 by
24 about a thousand negawatts, as conpared to the forecast
25 that you had nade just a few nonths earlier in the 2011
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1 ten-year site plan?
2 A Yes.
3 MR, WSEMAN: Ckay. Now, if | could have
4 mar ked for --
5 CHAl RVAN BROWN:  622.
6 MR WSEMAN: -- identification -- actually, |
7 want to identify five docunents and -- and Madam
8 Chair, if I could ask you, one of the docunents
9 actually is a -- is the sane as one of the OPC
10 exhibits that was used earlier.
11 CHAI RMAN BROWN:  Uh- huh. | can see that.
12 MR WSEMAN: | think for just continuity and
13 clarity, it mght be easier if we just marked all
14 of these in a row
15 CHAI RMAN BROWN: | don't have a problemwth
16 t hat .
17 MR WSEMAN. Geat. Thank you.
18 So, if we could mark -- the first one shoul d
19 be the 2012 ten-year site plan.
20 CHAI RMAN BROWN:  That will be marked as
21 Exhibit 622.
22 (Wher eupon, Exhibit No. 622 was marked for
23 I dentification.)
24 MR, W SEMAN. Ckay. And then the 2013 ten-
25 year site plan would be next, so --
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1 CHAI RVAN BROWN: 623 for 2013.

2 (Wher eupon, Exhibit No. 623 was marked for

3 I dentification.)

4 MR. WSEMAN: And then, next would be the 2014
5 ten-year site plan.

6 CHAI RVAN BROWN:  That woul d be marked as 624.
7 (Wher eupon, Exhibit No. 624 was marked for

8 I dentification.)

9 MR WSEMAN. And then FPL 2015 ten-year site
10 plan --

11 CHAIl RVAN BROAN: That wi Il be marked as 625.
12 (Wher eupon, Exhibit No. 625 was marked for

13 I dentification.)

14 MR. WSEMAN: And the last one is FPL's 2016
15 ten-year site plan.

16 CHAI RMVAN BROWN:  That will be marked as 626.
17 And | do want to rem nd Counsel, though, that
18 undul y-repetitious evidence shall be excluded from
19 this record. Are you aware of that?

20 MR WSEMAN: Yes, and | -- that's why I

21 prefaced ny --

22 CHAI RMAN BROWN:  Different questions.

23 MR. W SEMAN: -- questions, yes.

24 CHAI RMAN BROWN:  Thank you.

25 (Wher eupon, Exhibit No. 626 was marked for
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1 I dentification.)

2 BY MR W SEMVAN

3 Q Dr. Mxrley, first of all, you have five

4 docunents in front of you now that have been narked for
5 identification as Exhibit Nos. 622 through 626. Do al
6 of these appear to be excerpts fromFPL's ten-year site

7 plan for the applicable years?

8 A | haven't checked them but --

9 Q If -- if you could --

10 A (Exam ni ng docunent.) Yes.

11 Q All right. Now, what | would like you to do

12 Is, if you could take Exhibit No. 626 -- so, that's the
13 data fromthe 2016 ten-year -- ten-year site plan. And
14 | would like to sort of keep that as a reference point
15 because I'm going to ask you sonme questions about the
16 others in conparison to that -- to the data in that

17 ten-year site plan. Al right?

18 A Ckay.

19 Q Ckay. So, now, let's -- let's start with

20 Exhibit -- we're going to conpare Exhibit 622 to the

21 data in Exhibit 626. Al right?

22 | would like you to start -- there is data

23 there concerning Schedule 3.2 in both docunents. Do you
24 have that?

25 A Yes.
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1 Q Al right. Looking first at Exhibit 622, the
2 12 -- 2012 site -- year -- 2012 ten-year site plan,
3 would you agree that, for the wnter peak of 2012, you
4 forecast that that would be 20,889 negawatts -- negawatt
5 hour s?
6 A Megawat t s.
7 Q s that correct?
8 A Yes.
9 Q And then, if we go over to Exhibit 626 and we
10 | ook at the actual history, we can see that the 2012
11 wnter peak was actually 17,934 nmegawatt hours, correct?
12 A Yes. And of course, that's a non-weat her-
13 normal i zed actual. And we had a very mld wi nter that
14  year.
15 Q kay. WII you accept, subject to check, that
16  your forecast of the 2012 winter peak was too high by
17 approxi mately 16 percent?
18 A No, because | think you're |ooking at non-
19 weat her-nornalized actuals.
20 Q " mtal king about on a non- -- on a non-
21 weather -- weather-normalized basis, would you agree,
22 subj ect to check, that your forecast was -- of the 2012,
23 winter peak was too high by approximtely 16 percent?
24 A Yes, but the appropriate way to do forecasting
25 accuracy is on a weather-normalized basis.
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1 Q VWll, we'll go over the data and -- that's
2 fine. Let ne make it clear, | want to tal k about these
3 data on a non-weatherized -- weather-normalized basis.
4 Ckay?
5 A Uh- huh.
6 Q Al right. Let's go back to Exhibit 622. And
7 If we ook at the forecast for the 2013 w nter peak,
8 would you agree that your forecast -- it would be
9 21,101 nmegawatts, correct?
10 A Yes.
11 Q And then if we go to Exhibit 626 for 2013, we
12 see that the actual was 15,931 negawatts, correct?
13 A Yes. And again, a very mld wnter that year.
14 Q And woul d you accept, subject to check, that
15 your forecast in 2012 of the 2013 wi nter peak was too
16 hi gh by about 32 percent?
17 A Yes, on a non-weat her-nornalized basis.
18 Q All right. Now, again, let's go to the 2012
19 ten-year site plan. And would you agree that, for the
20 year 2014, you forecast a wi nter peak of 21,900 -- |
21 can't tell if it's 959 --
22 CHAl RVAN BROMN:  Yes.
23 Q -- nmegawatts or --
24 CHAI RMAN BROWN:  That's what it | ooks I|ike.
25 Q -- 950 negawatts, but -- it's either -- it's
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1 21,500 -- 950 negawatts --

2 CHAIl RVAN BROAN: N ne --

3 Q -- or so, correct?

4 A | think it's actually a nine at the end,
5 but --

6 Q Ckay. All right. And going back to

7  Exhibit 626 --

8 M5. MONCADA: Before the question is posed,
9 Madam Chair, FPL is willing to stipulate on the
10 nunbers in all of the ten-year site plan excerpts
11 that M. Wseman has handed to the witness for the
12 sake of expediency, if he's willing to stipulate
13 that all of his conparisons are on a non-weat her -
14 normal i zed basi s.
15 CHAI RMVAN BROWN: M. W senan?
16 MR WSEMAN:. I'mwlling to stipulate that
17 these are -- what |'m asking her about is on a non-
18 weat heri zed basis. And you know, what | would |ike
19 to do -- I'll short- -- I'"Il shortcut it.
20 CHAI RMAN BROWN: | understand the point --
21 MR W SEMAN. Ckay.
22 CHAI RMAN BROWN:  -- that you are trying to
23 make. |If you could, streanline it.
24 MR WSEMAN. | will do that.
25 CHAI RMAN BROWN:  Thank you.
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1 BY MR W SEMAN:

2 Q Just as a general question, you would agree

3 that, if we goto the ten-year site plans that are

4 contained in Exhibit 622, 623, 624, and 625, they'll all
5 have forecasts of peak denmands -- w nter-peak demands

6 that we could conpare to the actuals that occurred,

7 which are reflected in Exhibit 626; is that right?

8 A Yes. Wat you're not seeing is how well we

9 did forecasting this year with the winter peak. And we
10 have had chal |l enges forecasting the winter peak. It

11 tends to be nuch nore erratic, frankly, because

12 sonetines we don't actually have col d weat her.

13 So, we've been able to inprove the nodel. And
14 "' m pleased to say that this year, we were within

15 2 percent of the weather-normalized actuals.

16 Q Al right.

17 A But | will agree that, historically, it has
18 Dbeen a challenge for us.

19 Q And -- and obviously, we can take the nunbers
20 in the 2012, 2013, 2014, 2015 ten-year site plans and
21 figure out a percentage of it by conparison to the 2016
22 ten-year site plan of how nmuch the forecast was off,

23 correct?

24 A No, you would need to | ook at the weather-

25 normal i zed wi nter peak, which | believe has been
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1 provi ded in discovery.

2 Q And ny question to you is based upon doing a

3 non- weat heri zed -- weat her-nornalized conpari sons.

4 A Yes. That's not the appropriate way of doing
5 it, but if you wanted to do it that way, you coul d.

6 Q All right. Now, so -- to speed this up, |I'm

7 not -- keep them before you because I want to ask you

8 sone nore questions about another subject covered in the

9 data that are in these exhibits.

10 But to the best of your know edge, Ms. Cohen
11 uses the summer peak demand in her forecasts of billing
12 determ nates, but not the wnter-peak -- the forecasts

13 of winter peak demand; is that right?
14 A That's not ny understanding. | don't believe
15 Ms. Cohen uses any peak demands. Cbviously, she would

16 be the best witness to address that.

17 Q (Brief pause.)

18 CHAI RVAN BROAN:  You have a few nore exhibits?
19 MR WSEMAN. No. No. I'mjust going to ask
20 her --

21 BY MR W SEVAN

22 Q Do you recall | asked you about this during --

23 you recall | took your deposition a couple of weeks ago,

24 right?

25 A | do recall it. | even have a copy of it
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1 here. You asked a variety -- you asked a variety of

2 questions in terns of how Ms. Deaton uses ny forecasts

3 and how Ms. Cohen uses it. M. Cohen definitely uses ny
4 forecast of custoners and sales by revenue class. |I'm

5 not aware that she uses any peak demands.

6 Q Now, do you --

7 A | do --

8 Q |"'msorry. | didn't nean to interrupt.

9 A | do provide Ms. Deaton peak demands that she

10 uses in her cost-of-service allocation process.
11 Q Ckay. And do you recall | asked you about

12 this subject during the deposition?

13 A Yes.

14 Q kay. And do you recall what you told ne

15 during the deposition? | asked you, can you explain how
16 that forecast would affect the -- the forecasting --

17 CHAl RMVAN BROWN: M. W senman, can you hold on
18 a second. There is a lot of chatter going on to

19 the right of ne. |'mgoing to scold Counsel for

20 interrupting the process. Take it outside.

21 Pl ease proceed.

22 Thank you.

23 MR, W SEMAN: Thank you. | wll scold himas
24 wel | .

25 CHAI RMVAN BROWN:  Ckay. (ood.
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1 MR, MOYLE: Long Iline.
2 CHAIl RVAN BROMWN:  Long |ine of people.
3 (Laughter.)
4 BY MR W SEMAN:
5 Q Dr. Mor- -- Moirley -- sorry. GCkay. The
6 specific question | asked you was: |In forecasting the
7 wnter peak, can you explain how that forecast would
8 affect the forecast of billing determnates, if at all?
9 And do you recall what you told nme?
10 A | thought | said it -- it doesn't. |If | did,
11 | apol ogi ze, because --
12 Q Do you -- I'msorry. | think you said you
13 have the deposition there?
14 A | do.
15 Q Can you read -- go to Page 125.
16 M5. MONCADA: | would also like a second to
17 get there. |If you could --
18 MR WSEMAN. |'msorry?
19 M5. MONCADA: |If you could, give ne a second
20 to get there as well.
21 MR, WSEMAN. Ch, sure. Sure.
22 M5. MONCADA: 1257
23 MR W SEMAN. 125 for the deposition.
24 THE WTNESS:. |'mthere.
25 MR, W SEMAN. Ckay. And --
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1 M5. MONCADA: |'mthere, too.

2 CHAI RMVAN BROWN:  Ckay.

3 BY MR W SEMAN:

4 Q I'"'mreading at Line 16 -- this is nme speaking.
5 And | say: Gkay. |In forecasting the wi nter peak, can

6 you explain how that forecast would affect the forecast
7 of billing determnates, if at all.

8 Can you read your answer out |oud that appears
9 at Lines 19 to 217

10 A "l don't believe it's used at all. You may

11  want to verify that with Ms. Cohen, but to ny know edge,

12 It's not used at all."
13 Q Al right. Thank you very mnuch.
14 And -- all right. Let's nove to another

15 subject, but related to these sanme exhibits. Do you see
16 that the second page of each exhibit has Schedule 3.3

17 fromthe ten-year site plans attached?

18 A Yes, | see that.

19 Q Ckay. And that has both the history of net --
20 annual net energy for | oad and the forecasts of annual

21 net energy for |oad, correct?

22 A Yes.

23 MR WSEMAN:. Al right. | just want to do a

24 coupl e of conparisons. And then | -- | wll stop,

25 i f that woul d be acceptabl e.
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1 CHAl RVAN BROMN:  You get two. Can you do two?
2 MR WSEMAN: |1'Il do two. Let ne find the

3 two best.

4 CHAI RVAN BROMWN:  FPL has stipulated to

5 those -- the figures in there, M. Wsenan.

6 BY MR W SEVAN

7 Q Al right. |If you could, go to the '15 --
8 2015 ten-year site plan, which is Exhibit No. --

9 CHAl RVAN BROMN:  625.

10 MR, W SEMAN:  Thank you.

11 CHAI RVAN BROWN:  You said the 20157

12 MR, W SEMAN:  Yes.

13 CHAI RVAN BROWN:  Yep.

14 BY MR W SEMAN:

15 Q And again, | want you to -- we're going to do
16 a conparison to the actuals that appear in Exhibit 626.
17  And | understand |I'm asking you this on a non-

18 weat herized -- non-weat her-normalized basis.

19 So, in the 2015 ten-year site plan, you would
20 agree that your forecast of net energy for load for 2015
21  would be 119,713 gigawatts hours, correct?

22 A Yes, excluding the inpact of increnental DSM
23 Q Ckay. And the actual net energy for load in
24 2015 was 128,556 gigawatts hours, correct?

25 A Yes. And as we discussed early -- earlier --
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1 It was an extrenely hot year in 2015.
2 Q Ckay. Wuld you accept, subject to check,
3 that the forecast was off by -- it was too | ow by
4 approxi mately 6.8 percent?
5 A No, | don't -- | don't accept that because the
6 pur pose of the forecast is to -- is based on the
7 assunption of normal weather. So, | don't -- | don't
8 buy the use of "off" or "wong"” in that context.
9 Q Ckay. Let ne rephrase the question, then.
10 I'"'mtalking -- ny question is directed to you talking
11  about these data on a non-weat her-normalized basis.
12 Just woul d you accept that the difference between the
13 forecast in the 2015 ten-year site plan of net energy
14 for |load and the actual for 2015, was 6-point --
15 approxi mately 6.8 percent?
16 A Yes, on a non-weat her-nornalized basis.
17 Q All right. Now, aml correct that -- and |
18 assune FPL's stipulation as to this -- these docunents
19 would relate both to the cal cul ati ons of net energy for
20 | oad as well as for the w nter peak demands; is that
21 correct?
22 CHAI RMVAN BROWN:  FPL? D d you hear that?
23 M5. MONCADA: | didn't --
24 CHAl RVAN BROMWN:  Can you -- M. --
25 M. Wseman, please repeat.
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1 MR W SEMAN. Yes, just ny question was

2 whet her your stipulation as to the nunbers in these
3 Exhibits 622 through 626 relates to the data

4 concerning net energy for load as well as for the
5 data for w nter peak denmands.

6 MS. MONCADA:  Yes.

7 CHAI RMVAN BROAWN:  Ckay.

8 MR WSEMAN. G eat.

9 CHAI RMAN BROWN:  So, we can nove al ong?

10 MR W SEMAN:  Yes.

11 CHAI RMAN BROWN:  Thank you.

12 BY MR W SEMAN:

13 Q Now, am | correct that, on a weather -- on a
14  weat her-nornalized basis, you would want the variance
15 bet ween your forecast of net energy for |oad and net
16 energy for load to be definitely under 1 percent?

17 A Yes, we want it to be as | ow as possible and
18 as close to zero as possible. And below 1 percent --

19 plus or mnus 1 percent.

20 MR WSEMAN. Okay. Now, will you accept,

21 subject to -- well, we've gone over these data.

22 Let's just go to another one.

23 If we could have marked for identification as

24 Exhibit 627 --

25 CHAl RVAN BROMN:  Yes.
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1 MR WSEMAN. This would be FPL's response to
2 Staff Interrogatory No. 73.

3 CHAl RMVAN BROWN: We wi || do that.

4 (Wher eupon, Exhibit No. 627 was marked for

5 I dentification.)

6 CHAI RVAN BROAWN:  Dr. Morley, do you have a

7 copy of that in front of you?

8 THE WTNESS:. | do.

9 CHAI RVAN BROMN: Ckay. Pl ease proceed.

10 BY MR W SEMAN:

11 Q Dr. Morley, was the docunent that's been

12 mar ked for identification as Exhibit 627 prepared by you
13 or under your supervision?

14 A Yes.

15 Q All right. Now, anong the data that are set
16 forth in this interrogatory response are quantifications
17 on a percentage basis of the difference between your

18 forecasts of net energy for |oad since 2012 on a

19 weat her-normal i zed basis; is that correct?

20 A Yes.
21 Q And to the best of your know edge, the data
22 that are in these -- in this discovery response are

23 accurate, correct?

24 A Yes. | want to just -- | think you said since
25 2012. These are forecasts -- actually, it would have
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1 been -- it's forecast for the year -- years 2012, ' 13,
2 ‘14, and '15. And it covers forecasts that were
3 devel oped prior to 2012.
4 Q | -- | apologize. So, these are the forecasts
5 for the applicable years; is that correct?
6 A Yes.
7 Q All right. Wuld you agree that this
8 I nterrogatory response shows that, with just one
9 exception, out of the 16 forecasts that are reported
10 here, on a weather- -- weather-normalized basis, your
11  forecasts net energy for |load were | ower than actual net
12 energy for load; is that right?
13 A Coul d you repeat that? |'msorry.
14 Q Yeah, that was a horrible question. Let ne
15 rephrase it.
16 kay. There are -- actually, there are --
17 yeah, there are -- there are forecasts for -- that are
18 applicable to four different years, correct?
19 A Yes.
20 Q And so, there are a total of 14 forecasts
21 reported here for net energy for |oad, correct?
22 A Yes.
23 Q And woul d you agree that, with one exception,
24 all of the forecasts of net energy for |oad are bel ow
25 the actual net energy for |oad that occurred?
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1 A Are you sayi ng weat her-actual net energy --
2 Q Weat her-normal i zed, that's what | -- these

3 data are on a weather-normali zed basis, correct?

4 A Yes.
5 Q Ckay. And so, on a weather-normalized basis,
6 inall of -- in 15 of the 16 instances that are reported

7 here, weren't your forecasts bel ow the actual net energy
8 for load that occurred?

9 A On a non-weat her-nornalized basis or a

10 weat her-nornmalized basis?

11 Q On a weat her-nornalized basis.

12 A Yes. | mean, that has been the tendency for
13 us and other utilities is to have an over-forecasting

14  vari ance.

15 Q And if I'mlooking at these data -- |'"mon the
16 far right-hand columm. Your forecasts of the 2012 net
17 energy load -- net energy for |load were off as an

18 absol ute average by 1 percent, right?

19 A Yes, and you'll also see under year one, the
20 negative 0.4 percent. That's the -- the negative or the
21  accuracy of the -- our forecast in the |ast rate case

22 that | nmentioned in ny sunmary.
23 Q So, to the point M. Myle raised with you
24 earlier, the closer you get intinme to a -- to a date

25 when you're forecasting sonething, it's likely that
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1 you're going to be nore accurate than -- with respect to

2 aforecast that's farther out in tinme, right?

3 A Yes.
4 CHAl RMAN BROAN: That was asked and answer ed.
5 MR W SEMAN. Ckay.

6 BY MR W SEMAN:

7 Q And if you look -- let's ook at 2015. That's
8 the nost-recent data reported here, correct?

9 A Under the zero years, it would be the nost

10 recent.

11 Q Okay. Three years out for 2015, your forecast
12 of net energy for |oad on a weat her-nornalized basis was
13 too low by 2.4 percent, correct?

14 A Yes.

15 Q And two years out, your forecast of net energy
16 for |load on a weather-nornalized was too | ow by

17 2.5 percent, correct?

18 A Yes.
19 Q And then one year out, it was actually -- it
20 becane nore inaccurate. It was too |low by 2.9 percent,

21 correct?

22 A Yes.
23 Q Ckay. And on an average -- now, it |ooks
24 li ke -- and see, in zero years, you got closer. It was

25 too low by 1.4 percent, correct?
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1 A Yes.
2 Q But in all years, it was below -- I'"msorry --
3 the -- your forecast error was outside the nore-than

4 1-percent target that you're shooting for; isn't that

5 true?

6 A Yes. The 1 percent is nore applicable to the
7 zero or one year, but I -- | agree with your statenent.
8 Q All right. Now, would you agree that FPL

9 doesn't have data on actual net energy for |oad by rate
10 schedule or rate cl ass?

11 A That's ny understanding. You mght want to
12 check with one of the rate w tnesses.

13 Q Wul d you agree that FPL doesn't utilize a

14 nodel to forecast growh by rate schedul e?

15 A Again, I'"'mnot that rate witness. | think

16 that would be better addressed to Ms. Cohen or

17 Ms. Deat on.

18 MR WSEMAN. If | could have one nonent --
19 CHAl RVAN BROMN:  Sur e.

20 MR W SEMAN. -- Your Honor.

21 (Di scussion off the record.)

22 BY MR. W SEMAN:
23 Q Wul d you agree that FPL doesn't use a nodel
24 to forecast nunber of custoners taking service by rate

25 schedul e?

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



1329

1 A | would agree that | don't have such a nodel.
2 Again, you mght want to check with the rate w tnesses.
3 Q Ckay. Do you agree that FPL doesn't track

4 custoner growh in the formof new service accounts by

5 rate schedule or rate cl ass?

6 A Yes.
7 Q Ckay. Do you agree that FPL doesn't forecast
8 or track actual weather -- weatherized -- weather-

9 normal i zed net energy for load by rate class or rate
10  schedul e?

11 A | would agree that | don't do that. Again,
12 you might want to check with the rate w tnesses.

13 Q kay. Can you refer to Page 30 of your

14  testinony, please.

15 A Yes.
16 Q Hold on. | have to get there. Sorry.
17 Starting at Line 16, and going over to

18 Page 31, Line 5, you indicate there that net energy for
19 |l oad is forecast to decline in 2017, then increase

20 sonmewhat after that; is that correct?

21 A Yes. W're forecasting a decline that year --

22 a decline in 2017 and then a resunption of grow h.

23 MR WSEMAN. All right. And if |I could have

24 mar ked as the next exhibit in order -- this would

25 be FPL's response --
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1 CHAl RVAN BROMN:  628.

2 MR WSEMAN. -- I'msorry. 6287

3 CHAI RVAN BROWN:  Yeah, 628.

4 MR WSEMAN. This would be FPL's response to
5 SFHHA I nterrogatory No. 29.

6 CHAI RMVAN BROWN: Ckay. 29.

7 MR. W SEMAN.  Yes.

8 CHAI RMVAN BROWN: O 19?7 Are you sure --

9 MR WSEMAN. No, 29. | skipped --

10 CHAI RMAN BROWN:  You ski pped over -- okay.
11 It's -- it's further in the pile.

12 M5. HELTON: |I'msorry. D d you say 6297
13 MR. WSEMAN: The exhibit nunber is 628.
14 THE W TNESS: Ckay.

15 MR WSEMAN. But the -- the response -- it's
16 FPL's response to SFHHA Interrogatory No. 29.
17 CHAI RMAN BROWN:  It's in the pile.

18 THE WTNESS: | have -- | have 19.

19 MR. W SEMAN:. Yeah, | skipped -- | skipped
20 t hrough several.

21 THE WTNESS: Ckay.

22 MR, W SEMAN: | apol ogi ze.

23 THE WTNESS: Gkay. Okay. Ckay.

24 CHAI RVAN BROMN: It's probably -- probably
25 three -- three nore docunents in.
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1 (Whereupon, Exhibit No. 628 was marked for
2 I dentification.)
3 CHAI RMVAN BROWN: Do you have it?
4 THE W TNESS: The nunber, pl ease?
5 CHAI RVAN BROMWN:  Ch, 628.
6 THE W TNESS: Exhi bit 628.
7 CHAl RVAN BROAN:  You mmay proceed.
8 MR, WSEVMAN.  All right.
9 BY MR W SEMAN:
10 Q Dr. Murley, is the docunent that's been narked
11 for identification as Exhibit No. 628, the interrogatory
12 response -- that was prepared by you or under your
13 super vi si on?
14 A Yes.
15 Q Ckay. Now, do you see in this answer you
16 represented that there woul d be declines in weather-
17 normal i zed retail use per custoner, which you said woul d
18 be offset by certain other factors? |Is that a fair
19 characteri zation of that portion of your answer?
20 A Yes.
21 MR WSEMAN: Al right. [If | could have
22 mar ked for identification as the next exhibit
23 629 -- this would be NextEra Energy, NextEra Energy
24 Partners investor conference 2015 presentation.
25 CHAI RMAN BROWN:  CGot it. We will mark as
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1 Exhi bit 629 the NextEra Energy, NextEra Energy

2 Partners investor conference 2015 presentation.

3 (Wher eupon, Exhibit No. 629 was marked for

4 I dentification.)

5 CHAI RMVAN BROWN:  Dr. Morley, do you have it?
6 THE WTNESS: | do.

7 CHAl RVAN BROMN: Ckay. Pl ease proceed.

8 BY MR. W SEMAN:
9 Q Ckay. Dr. Morley, first, the docunent -- do
10 you see that this is froman investor conference in 2015

11 conducted by Next Era Energy, correct?

12 A Yes.

13 Q And if you could turn to the one substantive
14  page, do you see -- there's a page -- on the left side,
15 It shows annual custonmer growh, both actuals and

16 forecasts, and on the right side, it shows weat her-

17 normal i zed use per custoner, both actual and forecast,
18 correct?

19 A Yes, | believe this is fromeither the 2015
20 ten-year site plan forecast or perhaps even the 2014
21 ten-year site plan forecast.

22 Q l"msorry. | mssed what you said. Can you
23 repeat ?

24 A Yes. You asked ne to | ook at the chart that

25 says "weat her-nornmalized use per custoner.”
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1 Q Yes.
2 A And | was just pointing out that this forecast
3 was probably either the 20- -- fromthe 2015 ten-year

4 site plan forecast or, perhaps, even the 2014 ten-year
5 site plan forecast.

6 Q Okay. Well, looking at the bar graph on the
7 right side, "weather-normalized use per custoner," you
8 would agree that, when this docunment was created, the

9 forecast was for .5-percent growh in 2015, 2016, and

10 2017, and flat thereafter, correct?

11 A Oh, yes, and that growth in 2015 di d not

12 occur.

13 Q Ckay. If | understand, it's your position --
14 it's that primary -- the primary drivers of future

15 el ectric needs are popul ation growh, weather, and the
16 energy-efficiency standards; is that correct?

17 A Did you say future electricity -- electricity
18 usage?

19 Q | said popul ati on growth, weather and energy-
20 efficiency standards --

21 A Are the --

22 Q -- as the drivers of future electric need --

23 el ectricity needs.

24 A Yes, those would be -- well, | think the --

25 the drivers, if we're | ooking at use per custoner, would
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1 be nore in terns of codes and standards and the econony
2 and so forth,
3 Q But -- well, why don't you take a | ook at your
4 direct testinony at Page 8, please. And | direct you to
5 Lines 20 and 22. And I'mreading out loud. It says:
6 FPL has found that popul ation growth, weather, the
7 econony, and any energy-efficiency codes and standards
8 are the primary drivers of future electricity needs.
9 Do you see that?
10 A Yes, | do.
11 Q Ckay. Now, your nodel doesn't serve for --
12 doesn't solve for those drivers, correct?
13 A No.
14 Q They're -- they're inputs to your forecasts,
15 correct?
16 A Yes.
17 Q Now, in your direct testinony, you explain
18 that the growh of custonmers in FPL's service
19 territories forecasted by an econo- -- econonetric
20 nodel ; is that right?
21 A Yes.
22 Q And the forecast is based upon a state --
23 statew de forecast of custoner growth that you discussed
24 briefly with M. Myle, correct?
25 A Yes.
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1 Q And you told M. Mwyle -- and | think it's
2 consistent wth what you have in your prepared

3 testinony -- that you don't think your forecast of

4  custoner growh would be inproved in a significant way
5 by using a county -- to county-by-county forecast of

6 popul ation growh; is that right?

7 A Yes.

8 Q Ckay. That's a change from your position in

9 the 2012 rate case, isn't it?

10 A | don't think so. W' ve used the statew de
11 popul ation, | think, for a nunber of years.

12 MR WSEVMAN: If | could have marked --

13 CHAI RVAN BROMN:  630.

14 MR W SEMAN. 630 woul d be hearing testinony
15 of Rosemary Morley in Docket No. 120015-El, FPL
16 2012 rate case.

17 CHAl RVAN BROAWN:  We will mark that as

18 Exhi bit 630.

19 (Wher eupon, Exhibit No. 630 was marked for

20 I dentification.)

21 CHAl RMVAN BROWN:  Dr. Morley, do you have a

22 copy of that in front of you?

23 THE WTNESS: | do.

24 CHAI RMAN BROWN:  Ckay.

25 MR W SEMAN. Wl --
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1 CHAl RVAN BROMN:  You can go --
2 BY MR W SEMAN:
3 Q Maybe not strangely enough, but I'mfollow ng
4 up there with another question that was asked by
5 M. Moyl e about popul ation growth. And then at Line 8,
6 | say: Now, you would agree that FPL serves sone
7 extrenely densel y-popul ated counties, such as --
8 CHAI RVAN BROAWN: M. W senman, which page are
9 you tal ki ng about ?
10 MR WSEMAN:. Ch, I'msorry. | apol ogize.
11 This is transcript Page 673.
12 CHAI RMAN BROWN:  Thank you.
13 MR WSEMAN. Do you have that?
14 CHAI RMVAN BROWN:  Go ahead.
15 MR W SEMAN. Ckay.
16 BY MR W SEMAN:
17 Q So, on 673 -- Dr. Morley, you have that al so?
18 A | do.
19 Q And | -- | said to you: Now, would you agree
20 that FPL serves sone extrenely densel y-popul at ed
21  counties such as Dade and Broward, right?
22 And you answered: Yes, we serve those
23 counti es.
24 Then | asked you -- | said: And there are
25 other counties in the state that clearly are not densely
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1 popul ated at all. Wuldn't that be true.
2 And you agreed with that.
3 Then | said: Is it fair to assune that

4 popul ati on gromh in Dade and Broward Counties may

5 differ, for exanple, from population gromh than a --

6 than a rural area.

7 Why don't you read out |oud your answer?

8 A "Dade and Broward County differ in population
9 growh fromeach other. Dade actually has a nuch hi gher
10 popul ati on growmh or, | should say, growth in custoners
11  than Broward does."

12 Q And | said to you: Well, ny questionis --
13 let me try it another way. So, in order to understand
14 popul ati on grow h, you woul d need to | ook at i ndividual
15 counties, | think. That's what you just said, correct?
16 In other words, the population growmh in one county is
17 going to be different than the popul ation growh in

18 another county, right?

19 And can you read out |oud your answer?

20 A | said, yes.

21 Q Thank you.

22 A And that was true at that tine. Wat we're
23 | ooking at now is nuch nore consistent growth. And |

24 would also reiterate that we were using the statew de

25 popul ation nunbers in the |ast rate case.
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I dentification.)

Q |"msorry. You were or were not?
A V& were.

MR, W SEMAN:  Yes. Ckay.

| would like, now, marked for identification
as Exhibit 631 -- this would be the FPL direct
testinony of Stephen R Simmthat was provided with
the FPL petition for need determ nation, the
keechobee Cl ean Energy Center Unit 17

CHAIl RVAN BROMN: Ckay. That is a very big
docunent in the stack. It has acliponit. And
we w Il mark that as 631.

(Wher eupon, Exhibit No. 631 was marked for

M5. MONCADA: And at the risk of stating the
obvi ous --

CHAI RVAN BROWN:  Yes.

M5. MONCADA: -- Madam Chair, Dr. Mrley and
Dr. Sinmare not the sane person.

CHAl RMVAN BROMN:  Yes, that is stated. Thank

you.
MR. WSEMAN: | am shocked. | didn't know
t hat .
THE W TNESS: Me, too.
CHAl RVAN BROMAN:  She doesn't | ook |ike
Dr. Simm
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1 MR W SEMAN. Thank God -- although, | don't
2 know what Dr. Sinm-- | don't know what Dr. Sim
3 | ooks |ike, but I'msure --

4 (Laughter.)

5 THE WTNESS. M. Wseman, | thought of a

6 clarifying point | should have nentioned in our

7 | ast [ine of questioning.

8 BY MR W SEMAN:

9 Q Yes.

10 A If you wouldn't mnd, I would like to --

11 Q | --

12 A -- offer it. If not, | understand.

13 Q Pl ease.

14 A When we | ook at popul ation by county and we

15 say that the counties we serve on bal ance | ook |Iike the
16 state, it doesn't nmean each county grows at the exact

17 sane rate of the state. W're serving 35 counties; sone
18 growi ng faster, some growing slower. But on bal ance, we

19 | ook |i ke the state.

20 Q Ckay.

21 A Thank you.

22 Q You' re wel cone.

23 Now, Dr. Morley, Dr. Simmreports to you; is

24 t hat correct?

25 A Yes, he does.
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1 Q And is it right that you reviewed -- well,
2 first of all, he submtted this testinony that's before
3 you in support of the petition for need -- petition for
4 determ nation of need for the Okeechobee plant, correct?
5 A Yes.
6 Q And am | correct that you reviewed his
7 testinony before it was finalized?
8 A Yes.
9 Q And you -- and you provided coments on his
10 testinony before it was finalized, correct?
11 A Yes.
12 Q And you reviewed his testinony after it was
13 finalized, correct?
14 A Yes.
15 Q And is there -- so, you're famliar with the
16 testinony that's appended to the petition here in
17 Exhi bit 631, correct?
18 A | was famliar at the tinme it was filed. It's
19 fairly-lengthy testinony. |'mnot sure how many details
20 | can recall right now, but I -- | definitely reviewed
21 It before it was filed.
22 Q Ckay. And to the best of your know edge, was
23 there anything in it that you di sagreed wth?
24 A No.
25 MR. W SEMAN:  Thank you.
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114 W. 5th Avenue, Tallahassee, FL 32303

1 Madam Chair, that's all | have.
2 CHAI RMVAN BROWN:  Fai r enough.
3 All right. On to Retail Federation.
4 MR, LAVIA: No questions.
5 CHAI RMAN BROWN:  Thank you, M. Lavi a.
6 FEA? M. Jernigan?
7 MR, JERNI GAN: No questions. Thank you.
8 CHAI RMAN BROWN:  Thank you, M. Jerni gan.
9 Sierra C ub?
10 M5. CSANK: | have questions, Madam Chair.
11 CHAI RMVAN BROWN: | thought so. You may
12 proceed.
13 M5. CSANK:  Wonderful .
14 EXAM NATI ON
15 BY M5, CSANK:
16 Q Good afternoon, Dr. Morley.
17 A Good afternoon.
18 Q My nane is Diana Csank. | represent the
19 Sierra Club. And | would ask you to continue with the
20 yes, no, | don't-know convention and only provide
21  expl anati ons where needed to keep this noving al ong.
22 Dr. Morley, you're the director of resource
23 pl anni ng and assessnent, right?
24 A Yes.
25 Q And you were pronoted to this position |ast
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1 vyear?
2 A Yes.
3 Q You were pronoted because you're qualified to

4 | ead this inportant part of the conpany?

5 A | hope so. | guess you would have to ask ny

6 boss why he pronoted ne.

7 Q Your current responsibilities include

8 overseeing the forecasts that support integrated

9 resource planning and the planning process, itself.

10 A | would agree with that, for the nost part.

11 There are a |l ot of forecasts that goes into the

12 I ntegrated resource plan forecast for natural gas prices
13 and so forth that |I'm not responsible for.

14 Q Thanks for the clarification.

15 During this hearing, the term"resource

16 pl anni ng" has cone up several tinmes. And you seemto be
17 the nost-qualified witness so far to define that term
18 for us. Please do so with an enphasis on integrated

19 resour ce planni ng.

20 A Vll, | would disagree that |'mthe nost-

21 qualified. | think that, in this case, the issue of

22 generation projects is not -- are not addressed in ny
23 direct testinony or ny rebuttal. They are addressed in

24 the testinony of M. Barrett.

25 Q Ckay.
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1 A He has overseen the resource planning
2 departnent -- has reported up to himfor several years.
3 And | think he's been identified as the resource

4 pl anning wtness in this case.

5 Q Ckay. | appreciate that.
6 So, just to -- just to be clear -- and | w |
7 keep ny questions close to your testinony, | prom se.

8 But because you identify integrated resource planning --
9 and we've been using the shorthand of resource planning.
10 Are you famliar -- is there a difference or is that

11 ki nd of common el ectric-industry parlance to say

12 resource planning, but refer to the nore-conplete term

13 of integrated resource planning? Do you know?

14 A | think they are --

15 Q -- conpar abl e?

16 A -- conpar abl e.

17 Q Ckay. And there's -- and as far as you know,

18 that's -- that's the practice in the conpany. So, when
19 FPL wi tnesses generally say resource planning, that's
20 not -- that's no different than integrated resource

21 planning; is that right?

22 A My recol | ection, yes.
23 Q Thank you. Ckay.
24 So, turning to Page 8, Line 20 of your

25 testinony, Dr. Mrley --
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1 A Yes.
2 Q There, you state: FPL has found the
3 popul ati on growt h, weal th, econony, and energy-
4 efficiency codes and standards are the primary drivers
5 of future electricity need.
6 Did | get that right?
7 A No, there was an errata there --
8 Q Ch, okay.
9 A -- where | clarified that they are anong the
10 primary drivers --
11 Q Thank you for that.
12 A -- of the electricity needs.
13 Q And | oad forecasting, generally speaking,
14  focuses on the demand-side, right?
15 A Yes.
16 Q Ckay. And | understand there are many drivers
17 to load forecasts. And here, you've identified sone of
18 the primary drivers; neaning, that they are anong the
19 nore-inportant ones, yes?
20 A They are the nodels that we incorporate
21 directly into our nodel. There are other factors, such
22 as the conpany-sponsored energy-efficiency prograns,
23 which are also inportant. And they are treated as
24 adjustnents to the forecast.
25 Q Ckay. And we'll get to that.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

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



1345

1 So, you say energy-efficiency codes and
2 standards are anong the primary drivers of future
3 electricity need for the conpany?
4 A Yes.
5 Q Coul d you pl ease give us a concise definition
6 of the codes and standards, as you use the ternf
7 A Sure. It's -- it refers specifically to sone
8 estimates that we've received fromltron, which is one
9 of the leading firnms in the -- in the business. And
10 Itron, for a nunber of years, has quantified for us the
11 engi neering inpact of major changes in codes and
12 standards.
13 And this goes back to the 2005 Energy Policy
14  Act where we have higher standards for air conditioning.
15 We have new standards for lighting and so forth.
16 So, it's -- it's based on their engineering
17 study that they do for us. | think it's every other
18 year. And it |ooks at not all the energy-efficiency
19 codes and standards because there would be hundreds of
20 those, but |ooks at the nmajor ones that have been
21 enact ed.
22 Q Do you know if -- do other utilities, in their
23 forecasting, look at all? 1Is that sonething that's
24 feasible to do?
25 A | don't -- no, | don't think it would be
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1 feasible.

2 Q Ckay. And so, in other words, codes and

3 standards are set typically by third parties and

4 gover nnent agencies. And they yield demand-side

5 resources? |Is that a fair characterization?

6 A They are set by the governnment. And the -- |

7 want to nmake sure | got that |ast part.

8 Q Oh --
9 A Their yield -- sonething?
10 Q Ch, I'msorry. | should be nore clear.

11 Demand- si de resour ces.

12 A They yield demand-si de resources?

13 Q In other words, they contribute -- they have
14 megawat t - hour inpacts that go towards forecasting or are
15 I ncorporated into forecasting. Did | get that right?

16 A They -- they reduce the level of future sales.
17 Q Ckay. So, codes and standards do not refer, |
18 think, as you said earlier, to the demand-side

19  managenent prograns that the conpany sponsors?

20 A That's correct.
21 Q But they are fairly simlar.
22 So, let's call the conpany's demand- si de

23 managenent prograns DSM for short. Those prograns ai m
24 to go above and beyond the contribution or reduction of

25 sal es from codes and standards?
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1 A Yes, that's ny understanding. There is, of
2 course, a DSMw tness in this case, as well.
3 Q Ckay. And | just -- | want to understand how
4 DSM factors into your forecasting --
5 A Sure.
6 Q -- which is why I'mputting these questions to
7 you.
8 DSM i ncl udes energy-efficiency neasures, you
9 sai d?
10 A Yes.
11 Q And demand response?
12 A Yes. Yeah -- you nean | oad nanagenent ?
13 Q Yeah.
14 A Yeah.
15 Q Anyt hi ng el se?
16 M5. MONCADA: And Madam Chair, before we go
17 too far down the |ine on DSM - -
18 CHAl RVAN BROMN:  Yes.
19 M5. MONCADA: | just want to nake sure that we
20 tieit to Dr. Mirley's testinony and don't try to
21 convert this into a DSM - -
22 CHAI RMAN BROWN:  Streamine it, please.
23 M5. CSANK: Absolutely. These are predicate
24 guestions to where |I' m goi ng.
25 CHAI RMAN BROWN:  Thank you, Ms. Csank.
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1 BY M5, CSANK:
2 Q So -- sorry. Just -- would you pl ease just
3 answer the question? Anything el se besides |oad
4 managenent energy efficiency that are included in the
5 conpany's prograns, that you know?
6 A Not that | know of.
7 Q Ckay.
8 A | think Wtness Koch woul d probably be a good
9 one to address that question.
10 Q Under st ood.
11 So, to your forecasting, DSM does show up.
12  And it shows up in net-energy-for-load forecast?
13 A Yes, we take -- we take DSMinto account in
14 comng up with our net-energy-for-|load forecast.
15 Q How do you take it into account?
16 A Yes.
17 Q How.
18 A How. |I'msorry. W -- we reduce our net-
19 energy-for-load forecast based on the approved DSM
20 goal s.
21 Q So, to put a finer point onit, this
22 Comm ssi on sets demand-si de managenent goals for the
23 conpany. The last tinme those goals were set was in
24 2014. Yes?
25 A Yes.
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1 Q Yes. And the input for your forecasting is
2 that increnental |level of DSMthat is conparable to the
3 target identified by the Commssion? O is it -- 1in
4 other words, is it less than, equal to, or greater than
5 whatever the Conm ssion |last set in the 2014 goal s?
6 A It's based on what the Conmm ssion set in the
7 2014 goals, plus | think our estinmated anmount of sign-
8 ups through md-20- -- no, let nme -- that's not true.
9 It's based on what's in the -- in the goals.
10 Q So, it's equal to.
11 A Yes, that's ny understandi ng.
12 Q Do you have any reason to think that woul dn't
13 be -- inaccurate or --
14 A No.
15 Q No. Ckay.
16 And how -- what's the relationship between net
17 energy for load -- the net-energy-for-|load forecast and
18 peak -- peak demand?
19 A They are -- they are nodel ed separately. They
20 are, if I may, actually, reflecting different types of
21 usage. Net energy for load is used throughout the year,
22  you know, 8760, if you would; whereas, peak demand is a
23 single hour -- the single hour of highest usage.
24 So, they're -- they're different things. W
25 use different nodels to forecast them but they are
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1 based on the sane custoner forecast, the sanme definition
2 of normal weather, the sanme types of adjustnents,

3 I ncl udi ng i ncrenental DSM

4 And they are based on the sanme economn c

5 forecasting provided by d obal Insight.

6 Q And codes and standards are al so --

7 A Yes.

8 Q -- included in peak demand?

9 A Yes.

10 Q Ckay. So, it's fair to say, then, that the

11 assuned | evel of negawatt-hour inpacts for energy-
12 efficiency codes and standards, on the one hand, and
13 DSM on the other, are primary drivers of not only net

14 energy for |load, but also for peak denand?

15 A Yes, they are -- they are anong the drivers,
16  vyes.

17 M5. CSANK: kay. Geat.

18 ' m breezing through ny questions.

19 CHAI RMAN BROWN:  Thank you.

20 M5. CSANK:  One nonent, please.

21 BY M5, CSANK:

22 Q So, in the spirit of continuous inprovenent in
23 accurate forecasting, does FPL investigate whether it

24 concede -- whether it can exceed the goals in between

25 Comm ssi on DSM goal dockets?
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1 A | think that's an issue for Wtness Koch.
2 Q Ckay. But insofar as you did sponsor
3 forecasts that are before the Comm ssion, do you know
4  whether there was any -- | nean, | think earlier, you
5 said the amount of increnental DSM for exanple, was
6 equivalent to the goals.
7 And | was just wondering if there is -- if you
8 know of any other analysis underway that would actually
9 change that result or -- or lead to a higher |evel of
10 DSM bei ng included in the forecast, either as you
11 presented to the Commi ssion or in the near future.
12 A No, our -- our purpose with the -- having an
13 adj ustnent for increnental DSMis to match what our
14 goal s are and what our approved DSM pl an is.
15 Q Ckay.
16 (Brief pause.)
17 ' m ski ppi ng over questions. So, please bear
18 wth ne.
19 So, do you know if the conpany's integrated
20 resource planning exam nes the avail able cost-effective
21 DSM at any ot her point besides the forecasting we just
22  di scussed?
23 CHAI RVAN BROMWN:  FPL?
24 M5. MONCADA: Resource planning wll be
25 addressed by Wtness Barrett.
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1 CHAI RMVAN BROWN:  Ckay.
2 M5. CSANK:  Ckay.
3 CHAI RMVAN BROWN:  Counsel .
4 BY M5, CSANK:
5 Q | hope he knows the answer to that question.
6 kay. Let's turn to the critical electric
7 | oad pockets in FPL's service territory. Are you
8 famliar with those?
9 A Yes.
10 Q Have you overseen FPL's eval uation of such
11 pockets? |Is that -- does that fall in your wheel house?
12 A | think that's an evolving issue. So, yes.
13 Q Yes? Ckay.
14 Are you aware of any new eval uations since the
15 | ast rate case of the critical |oad pocket in Broward
16 County?
17 A | think that's an issue that we're conti nui ng
18 to evaluate over tine.
19 Q What does -- what does that nean exactly?
20 A It's -- we're continuing to | ook at that
21 | ssue.
22 M5. MONCADA: And Madam Chair, | would add
23 that it's not addressed in her testinony.
24 CHAI RMVAN BROWN:  Ckay.
25 M5. CSANK: Ckay.
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1 CHAl RVAN BROMN:. Pl ease proceed.
2 M5. CSANK: My | just ask, are you aware,
3 when you say the conpany is in the mdst of
4 eval uating, who -- who would that fall to or who
5 could speak to that in this case? O could
6 Counsel ?
7 M5. MONCADA: | don't. I'msorry. [|'ll turn
8 to ny | earned counsel next to nme and see if he
9 knows.
10 (Discussion off the record.)
11 M5. MONCADA: We woul d encourage her --
12 Ms. Csank -- to ask M. Barrett, but | don't know
13 if he will know the answer.
14 CHAI RMVAN BROWN:  Ckay.
15 M5. CSANK: Thank you.
16 Dr. Mxrley --
17 MR. MOYLE: WMadam Chair, just -- so, the
18 peakers -- we're taking the position that, you
19 know, maybe they don't need all these peakers.
20 They should put themin Fort Myers and --
21 CHAl RMVAN BROWN: M. Myle, this is not the
22 place or tinme for this input.
23 MR, MOYLE: Ckay.
24 CHAI RMAN BROWN:  Ms. Csank has the fl oor.
25 Pl ease proceed.
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1 M5. CSANK: Thank you, Madam Chair.

2 BY M5. CSANK:

3 Q The -- he was about to take ny question from
4 me.
5 The $800 million request for seven new gas-

6 conbustion turbines and FPL's request in this case, you

7 told nme earlier, was not triggered by a resource need.

8 s that still true?

9 A Yes, that was --

10 M5. MONCADA: Madam Chair, again, this has --
11 Dr. Morley is here to testify strictly about the
12 | oad forecast. And those issues are not addressed
13 by her. There have -- there has been an issue

14 identified in the pre-hearing order. And the --
15 the witness for FPL identified for that issue is
16 M. Barrett.

17 CHAl RVAN BROMN:  Ckay. (Obj ection sustai ned.
18 M5. CSANK:  Ckay.

19 CHAI RMAN BROWN: Pl ease nove al ong wth your
20 guesti ons.

21 BY M5, CSANK:

22 Q Dr. Mrley, you ve talked a little bit with
23 ot her counsel about the |oad shape for FP&. And you
24 told us that typically FP& is sumrer-peaking. Could

25 you please identify when that sumrer peak typically
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1 occurs, both the nonth and the tinme during -- of day?
2 A Yes. It typically occurs in August around
3 4:00 to 5:00 p.m; although, we have al so had peaks
4 occurring in the nonths of June and July as well.
5 Q kay. Geat.
6 And I'"'mnot sure if this is something to put
7 toyou, but I'I'l -- I"Il try it. So, please indulge ne.
8 In ternms of the | oad forecasting that you do, could you
9 just describe howthat interfaces with the -- the siting
10 decisions by the conpany?
11 In other words, what's the process? You
12 create the forecast. And you're the one who hel ps
13 I dentify the unnet needs?
14 A Yes.
15 Q Ckay. And then, how does that sort of
16 translate into decision-making around future siting of
17  additional generation resources, for exanple?
18 M5. MONCADA: That woul d go beyond the scope
19 of Dr. Murley's testinony. So, | object.
20 CHAl RVAN BROMWN:  Ms. Csank, can you direct ne
21 to where that falls within her direct?
22 M5. CSANK:  Well, she's describing the --
23 the -- the conpany's forecasts. And I'mtrying to
24 understand, on a general |evel, how that inforns
25 resource selection and siting. So, it's a-- it's
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

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



1356

1 nore of a general background questi on.

2 CHAIRVAN BROWN: | will allowit. [If she

3 knows the answer, then she can testify to that.

4 M5. CSANK:  That's --

5 CHAI RMAN BROWN: | f she doesn't, then

6 she can --

7 M5. CSANK: -- the end of line for nme on that

8 one.

9 THE WTNESS: As | understand your question,
10 you' re asking how the | oad forecast determ nes
11 not -- not the need, but where we actually site
12 facilities.

13 BY M5. CSANK:

14 Q Yes.
15 A It does not play a role in that.
16 Q kay. And we've -- we've tal ked before in

17  your deposition about various denographic-type

18 i nformation that inforns | oad forecasting, but does

19 that -- is that denographic information considered

20 elsewhere in identifying where generation should be

21 | ocated? Do you know?

22 A To nmy know edge, |ike the information we -- we

23 see from dobal Insights is not used to determne a site

24 | ocation --
25 Q Ckay.
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1 A -- if that's your question.
2 Q Yeah, maybe if | rephrase ny question -- so,
3 for exanple, you know, the environnental conmunity and
4 Sierra Cub's nenbers are very concerned about equity
5 I ssues and | owincone and minority conmunities that are
6 over burdened by pol | ution.
7 So, I'mjust trying to understand whet her you
8 have any knowl edge in this case about how t he conpany
9 I dentifies and addresses those issues with respect to
10 forecasting and its larger integrating resource planning
11 enterprise.
12 A My understanding is that there are groups
13 wthin the conpany, project devel opnent, the real --
14 real estate people, environnental people who would be
15 I nvol ved in those issues. And they would definitely
16 consider the factors that you're considering, like the
17 nei ghbor hoods and stuff |ike that.
18 Q Do you know if there is a witness who speaks
19 to that issue?
20 A | do not.
21 M5. CSANK: Ckay. It goes to the broader
22 guestion of prudency of sone of the things --
23 CHAI RMVAN BROWN: Do you have any further
24 guesti ons?
25 M5. CSANK: No, thank you.
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1 CHAI RMAN BROWN:  Ckay. Thank you, Ms. --

2 M5. CSANK:  WAit. No. No. Sorry.

3 CHAI RVAN BROWN:  Oh.

4 M5. CSANK: On that issue. | do have further
5 guesti ons.

6 CHAl RVAN BROMWN:  Junped ahead.

7 M5. CSANK: Thank you.

8 BY M5, CSANK:

9 Q So, | just wanted to confirm-- you've spoken
10 quite a bit about jobs and how job forecasts are

11 derived. And | was wondering if you could tell us a

12 little bit nore about whether or how nonthly job growth
13 can be cal cul ated by the conpany or is cal culated by the
14  conpany.

15 A It's actually cal cul ated by the Bureau of

16 Labor Statistics.

17 Q Ckay.

18 A Do you want nme to tal k about that?

19 Q Does -- and so that -- that, for exanple,

20 i dentifies or can you -- yeah, describe the data that

21 you -- that you use it or how you use it.

22 A Yeah, | understood your question to be what we

23 were tal king about earlier, which is the historical
24 actuals for the nunber of jobs in Florida. And that's

25 provided by the Bureau of Labor Statistics.
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1 Q Uh- huh.

2 A | also use a -- sone projections on job growth
3 that are from dobal Insight. Do you want ne to talk

4  about that?

5 Q Sure. Yes, please.

6 A kay. | use the forecasts of job growh from
7 A obal Insight, nore specifically within our net-

8 energy-for-load nodel. W have a variable that's called
9 the weighted per-capita incone. And that's based on a
10 proj ections of per-capita incone in Florida, weighted by

11 t he percent of the popul ati on enpl oyed so that we get

12 both that effect of incone and enpl oynent in forecasting
13 sal es.

14 Q So, for exanple, would you see increases in

15 cl ean-energy job growh? 1Is that sonmething that's

16 Identified in those data?

17 A It's total jobs. It's not --

18 Q Total jobs. So, it's not sector-specific?

19 A No.

20 M5. CSANK: Okay. No further questions.

21 Thank you, Dr. Morley?

22 THE WTNESS: You're wel cone.

23 CHAI RMAN BROWN:  Thank you, Ms. Csank.

24 Wal mart.

25 M5. ROBERTS: No questions for this wtness.
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1 CHAI RMAN BROWN:  Thank you.
2 AARP?
3 MR. COFFMAN: No questi ons.
4 CHAI RMAN BROWN:  Thank you.
S Staf f.
6 M5. HARPER. We have questions. Ckay.
7 EXAM NATI ON
8 BY M5. HARPER:
9 Q Good afternoon, Dr. Morley.
10 A Good afternoon.
11 Q | know you' ve been through a | ot of questions
12 al ready, but these are not going to be duplicative.
13 CHAI RMVAN BROWN:  And | was just going to
14 suggest, nmke sure that they are not unduly
15 repetitious.
16 M5. HARPER: They will not be. Thank you.
17 BY M5. HARPER:
18 Q Dr. Morley, I"'mgoing to ask you sone specific
19 questions about FPL's net-energy-for-load forecast in
20 this case. 1Is it correct that FPL's net-energy-for-I|oad
21 forecast for 2017 and 2018 is based, in part, on the
22 price of the FPL's electricity in 2017 and 20187
23 A Yes.
24 Q Is it also correct that FPL has used its
25 proposed increases in its base rates to determne the
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1 cost of electricity and, therefore, its

2 net - energy-for-1load forecast | oad forecast?

3 A Coul d you repeat the question?

4 Q Yes, ma'am |Is it also correct that FPL has

5 used its proposed increases in its base rates to

6 determ ne the cost of electricity and therefore, its

7 net - energy-for-|oad forecast?

8 A No, not conpletely. At the tine we did the

9 | oad forecast in January 2016, we used the npbst -- what
10 we thought was the nost-current estimate of what that

11 I ncrease was going to be. So, it was not the final

12 I ncrease requested in this case.

13 Q Okay. Let's assune that the current base-rate
14 requests for 2017 is 50 percent of the anmount FPL has

15 requested. In this case, in accordance with your prior
16 responses, is it correct that FPL's net energy for | oad
17 would be forecasted to increase by an additional

18 435,000 -- 435,727 negawatt hours?

19 A | -- yes, it's forecasted to increase. | can
20 refer to the specific discovery response to confirmthat
21 nunber .

22 M5. HARPER: | believe it's Exhibit 439. But
23 let nme see if our exhibits have been distributed
24 yet. Hold on, please.

25 We are about to distribute these exhibits at
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1 this tine. W have just a few.

2 CHAl RVAN BROMN:  Ms. Harper, have these

3 al ready been pre-marked on the conprehensive

4 exhibit list?

5 M5. HARPER: Yes -- excuse ne. The exhibits

6 t hat have not been marked there are -- there's a

7 conbi nation. W -- you have gotten exhibits that

8 have been marked -- or actually that we're going to
9 ask to be marked today.

10 And then, the copies that | -- or the exhibits
11 | was referring Dr. Morley to -- we have provi ded
12 courtesy copies for her to | ook at because they are
13 on the conprehensive |ist.

14 CHAI RMVAN BROWN: Ckay. Would you |like to mark
15 these at this tine?

16 M5. HARPER: Can we wait and go through thenf
17 If we can.

18 CHAl RVAN BROMN:  Sur e.

19 M5. HARPER: Thank you.
20 CHAI RMAN BROWN:  Qur next nunber is 632.
21 M5. HARPER: Ckay. Thank you, ma'am

22 BY Ms. HARPER:
23 Q So, Dr. Morley, | wll -- | wanted to just
24  confirm because | wasn't sure if | got the answer

25 there, on ny |ast question, | asked if -- you to nake an
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1 assunption that, if the current base-rate request for
2 2017 was for 50 percent of the anount FPL had requested,
3 Is it correct that FPL's net energy for | oad woul d be
4 forecasted to increase by an additional 435,727 negawatt
5 hour s?
6 A Yes.
7 Q Thank you.
8 This increase in negawatt hours woul d
9 necessarily be apportioned between the residential and
10 commerci al classes as an adjustnent to those forecasts;
11 Is that correct?
12 A Yes.
13 Q What i npact woul d the 435,727 nmegawatt hours
14 have on FPL's revenue in this case?
15 A That -- that, | don't have.
16 Q Ckay. Isn't it true that the inpact of higher
17 current projected 2017 fuel costs could -- would of fset
18 a portion of the net-energy-for-load increase?
19 A Yes, that's ny understanding; although, we
20 forecasted an increase in fuel going from2016 to '17 in
21 our price-of-electricity variable in this case. W
22 understanding now is that that increase is likely to be
23 hi gher .
24 Q Has FPL provided an estimate of the higher
25 projected 2017 fuel costs it references in this response
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1 for 2017 or 2018 in either this proceedi ng or the fuel
2 docket?
3 A No, not to ny know edge.
4 Q Has FPL provided an estimate of the inpact of
5 such increased costs that it would have on its
6 net - energy-for-load forecast energy-for-1load forecast
7 for 2017 or 2018?
8 A Not at this point. Perhaps that's sonething I
9 coul d provide when | return next week.
10 Q So, you do have such an estimate?
11 A No, but | am hopeful that we would have it
12 next week.
13 Q Ckay.
14 M5. MONCADA: And FPL would al so add that,
15 shortly -- and | don't know the exact date -- but
16 soon, we wll have filed in the Fuel C ause --
17 MR, BUTLER:  Septenber 1.
18 M5. MONCADA: Septenber 1, thank you.
19 By Septenber 1, we will have the new fue
20 forecasts filed in Docket 160001.
21 CHAI RMVAN BROWN:  Ckay.
22 M5. HARPER: Thank you.
23 BY M5. HARPER:
24 Q Are there any other electricity-costs
25 assunpti ons whi ch have changed for FPL besi des fuel
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1 costs and the anmounts requested in this case which could
2 al so inpact FPL's net-energy-for-load forecasts?

3 A Not to ny know edge.

4 Q Ckay. Now, I'mgoing to ask you questions

5 about the weather variables you discussed in your net-

6 energy-for-load nodel. Isn't it true that, in prior

7 cases, FPL used a 30-year rolling average of weather to

8 forecast |oad?

9 A Yes, if by prior, you nean before 2009. Since
10 2009 or so, we have consistently used 20 years.

11 Q Ckay. You stated in your deposition on

12 August 5th that: FPL's decision to reduce the period of
13 the rolling average of weather from 30 years to 20 years
14 was to, quote, be nore contenporary, but to have enough

15 data points in enough years that it would not create

16 an unnecessary, volatile definition of normal weather.

17 Do you renenber stating that?
18 A Yes.
19 Q What are the benefits that FPL expects to

20 recei ve from maki ng that change?

21 A What change is that?

22 Q The 30 years to the 20 years.

23 A W -- we expect it to have a nore contenporary
24 period -- and just to clarify is -- we were using -- not

25 30 years. W were using a period of, | think, 1949

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



1366

1 forward. It wasn't -- it was not 30 years prior to our
2 use of the 20 years.
3 We changed to 20 years to get a nore
4 contenporary period and to be al so nore consistent with
5 the other Florida utilities. So, that was the reason
6 for the change.
7 Q Ckay. D d FPL's decision to reduce the period
8 of rolling average of weather from30 to 20 result in an
9 I ncrease of volatility on the weat her assunptions?
10 A No. And in fact, 20 years is a -- a good
11 point, if you would, to use because it is a contenporary
12 period. It's actually shorter than the period NOAA
13 uses. At the sane tine, it's enough data points, 20, to
14 not create unnecessary volatility.
15 M5. HARPER: Ckay. Thank you.
16 At this time, | would Iike to refer to the --
17 one of the exhibits that we provided that's titled
18 "NEL forecast using ten-year weather
19 normal i zati on. "
20 CHAI RMVAN BROWN:  We' I | [ abel that -- we'll
21 title it -- 632.
22 (Wher eupon, Exhibit No. 632 was marked for
23 I dentification.)
24 CHAI RMVAN BROWN:  And just to confirm
25 Dr. Morley, you have a copy of that in front of
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1 you?
2 THE WTNESS: | do.
3 M5. HARPER: Ckay. Thank you.
4 BY M5. HARPER:
5 Q Dr. Morley, please turn to the first page of
6 this exhibit.
7 A " mthere.
8 Q Do you agree that this docunent is a graph of
9 FPL's historical cooling-degree hours based on a rolling
10 20-year average and a rolling 10-year average with
11 associated trend |ines beginning in 2000 and ending in
12 20157
13 A Yes.
14 Q Ckay. |Is there a positive trend in FPL's
15 20-year cooling-degree hours average?
16 A Yes, there is a positive trend. And it's a
17 fairly good R-squared -- pretty good R-squared. 1It's
18 90 percent. And that indicates to ne that the rolling
19 20-year average that we are using in our proposed
20 forecast tracks well with that trend.
21 Q kay. Dr. Morley, you will see in the right
22 portion of the page that you indicate that the R square
23 for the ten-year trend line is .4433 or 44 and
24 .33 percent; is that correct?
25 A Yes. And just to clarify, that -- that neans
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1 that the -- the trend line explains only about
2 44 percent of the variability in the rolling ten-year.

3 That is due to the fact that the rolling ten-year junps

4 up and dowmn a lot. It's -- it's quite volatile.
5 Q kay. So, then, in this case, the line
6 accounts for -- just to nmake sure |I have this clear --

7 44.3 percent of the variability in the rolling ten-year
8 average, correct?

9 A Yes.

10 Q Ckay. Isn't it true that the R square for the
11 20-year trend line is .9031 or 90.31 percent?

12 A Yes.

13 Q Does the roll -- doesn't the R square of .9031
14 mean that the line accounts for 90.3 percent of the

15 variability in the rolling 20-year average?

16 A Yes. And as you note, what we are using in

17 this case is that very last point on the rolling 20-year
18 average, that very last point on your right. And you

19 seeit's -- it's alnost right on the trend |ine.

20 Q Ckay. Is it correct that you indicated in

21  your deposition that the trend of FPL's 20-year rolling
22 average of cooling-degree hours depends on what your

23 starting period is?

24 A Yes. | believe I was shown sonething simlar

25 to this, but without the -- the R-square and so forth.
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1 So, I didn't know at that tinme where that |ine was

2 comng from

3 Q Ckay. Can you accept, subject to check, the
4 R-square for FPL's 20-year rolling average of cooling-
5 degree hours with a starting year of 2006 and endi ng

6 year of 2015 is approximtely 87.7 percent?

7 A Yes.

8 Q Ckay. Can you accept, subject to check, the
9 R-square for FPL's 20-year rolling average of cooling-
10 degree hours with a starting year of 2006 and an endi ng

11  year of 2015 is 88 percent -- I'msorry -- 10-year

12 rolling average.

13 A Coul d you repeat that?

14 Q Yes, nmm'am I''msorry.

15 Coul d you accept, subject to check, the

16 R-square for FPL's 10-year rolling average of cooling-
17 degree hours with a starting year of 2006 and a endi ng
18 year of 2015 is 88 percent?

19 A Yes. O course, that's -- in both the case of
20 the 10-year and the 20-year, you're fitting -- R-square
21 was about 10 points, which is a pretty limted sanple.
22 Q Ckay. | have just a few questions for you

23 about this trend Iine on the graph. |Is FPL's NEL

24  forecast for 2016 through 2018 based, in part, on a

25 continuation of the trend of 20-year rolling average
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

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



1370

1 cool i ng-degree hours through the 2015 shown on this
2 graph?
3 A No. It's based on the very last point on the
4 rolling 20-year average line.
5 Q Ckay. Wiy did you determ ne not to use the
6 trend of cooling-degree hours through the projected test
7 years in your net-energy-for-load forecast if, in fact,
8 you recognize that there is a trend in the historica
9 dat a?
10 A Because, as your questions earlier pointed
11  out, the trend line is sensitive to the starting point
12 and -- shall we start in 2000; shall we start in 2001;
13 shall we start in 1999. That's one reason.
14 And secondly, just based on this particular
15 line, is what we're using is, in fact, already very
16 close to the trend line.
17 M5. HARPER: Ckay. Thank you.
18 At this tinme, I'mgoing to refer you to the
19 ot her exhibits that were provided. There were
20 three additional staff exhibits.
21 CHAI RMVAN BROWN:  Woul d you |i ke them marked
22 for identification?
23 M5. HARPER: Yes, please.
24 CHAI RMVAN BROWN:  Ckay.
25 M5. HARPER: W could do the --
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1 CHAI RMVAN BROWN:  We're at 633.

2 M5. HARPER: Yes. W can do the BE -- oh,
3 sorry -- BEBR Florida estimtes of popul ation,
4 2015.

5 CHAIl RVAN BROAN: That's 633.

6 (Wher eupon, Exhibit No. 633 was marked for
7 I dentification.)

8 M5. HARPER: Then we can do the denographic
9 estimati ng conference executive sunmary.

10 CHAI RMAN BROWN:  That's 634.

11 (Wher eupon, Exhibit No. 634 was marked for

12 I dentification.)

13 M5. HARPER. And then the final one, "Making
14 t he housing unit nethod work."

15 CHAI RVAN BROWN:  That's 635.

16 (Wher eupon, Exhibit No. 635 was marked for

17 I dentification.)

18 M5. HARPER: Ckay. G eat.

19 And then --

20 CHAI RMAN BROMWN: | just want to confirmwth

21 Dr. Morley, though, that she has all of those.

22 THE WTNESS: Yeah, I'm-- I"'mwith the first

23 one, | think.

24 M5. HARPER:  Ckay.

25 THE WTNESS: If you could repeat --
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CHAI RMAN BROWN:  Ckay.

M5. HARPER: So, Dr. --

THE WTNESS: | neant, | really don't have any
of the nunbers. |If you could --

M5. HARPER:  Ckay.

THE WTNESS:. -- repeat them-- | apol ogi ze.

CHAI RMAN BROWN:  Al'l right. So, the first one
Is identified BE -- the title is BEBR Florida
estimates of popul ation, 2015. That is identified
as Exhibit 633.

THE WTNESS: kay. Hold on

CHAI RVAN BROWN:  The second one is the
denogr aphi c estinmating conference executive
sunmary. And that's identified as Exhibit 634.

THE W TNESS: 634.

s the other one -- was that earlier -- okay.
That's later in the -- and that's 6337

CHAI RMVAN BROWN: | ' m sorry? You said?

M5. HARPER: | couldn't hear her.

CHAI RMVAN BROWN:  Did you say sonet hi ng?

THE WTNESS:. Yes, I'mjust trying to
clarify -- | apologize. M order is different, |
thi nk, than y'all have.

634 is the denographic estimating conference?

MS. HARPER: Yes.
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1 THE WTNESS: And BEBR Fl orida estimtes of

2 popul ation is 6337

3 CHAl RVAN BROMN:  Yes.

4 THE W TNESS: Ckay.

5 CHAI RMAN BROWN:  And then the last one is

6 “Maki ng the house unit nethod work." And that is

7 635. Cot it?

8 THE W TNESS:  Yes.

9 CHAl RVAN BROMWN:  All right. Please proceed,
10 staff.

11 M5. HARPER: Thank you.

12 BY M5. HARPER:

13 Q So, we're going to ask just a few questions
14  about these exhibits. You may recognize themfromthe
15 deposi tion.

16 A | do.

17 Q kay. Geat.

18 So, until October 2015, has the Florida office
19 of Econom ¢ and Denographi c Research and the University
20 of Florida's Bureau of Econom ¢ and Busi ness Research
21 been the source of popul ation data that FPL used to

22 forecast its total nunber -- or forecast its nunber of
23 total custoners?

24 Yes.

25 Q Is it correct that -- | believe you stated
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1 earlier that FPL now uses IHS dobal Insight as its

2 source of popul ation data?

3 A Yes. W believe both d obal Insight and BEBR
4 are fine sources of population growth. W elected,

5 earlier in 2015, to go with dobal Insight because it

6 was nore consistent with the U S. Census. And we

7 believe it has a slightly better track record in

8 forecasting.

9 But they are both fine sources. And we have
10 certainly used EDR or BEBR for a nunber of years.

11 Q kay. So, I'mgoing to ask you to turn your
12 attention to the staff exhibit marked Fl orida estinmates
13 of popul ation, 2015. This is the University of

14 Florida -- the BEBR exhibit that we had that was 633,

15 believe -- yes, 633.

16 If you could, please turn to Page 1.

17 A " mthere.

18 Q Thank you. Under the section titled

19 "guidelines for population estimates,"” in the first

20 par agr aph, second sentence, does this docunent indicate
21 that the popul ation estinates provided in the docunent
22 were prepared under a contractual agreenent between the
23 Florida Legislature and the University of Florida's

24 Bureau of Econom c and Denographi ¢ Research?

25 A Yes.
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1 Q And do you mind if | just refer that now to
2 BEBR -- refer to that docunent as the BEBR, the Bureau

3 of Econom c and Denographi c Research?

4 A No, | don't.
5 Q Okay. Thanks.
6 Does FPL assist BEBR in the devel opnent of its

7 popul ati on forecasts?

8 A Yes, for several years, we have provided them
9 a nunmber of custonmers by county. And al so, beginning
10 around 2009, we have provided themestimtes -- or the
11 nunber of what we call |ow usage custonmers. These are

12 custoners that are using |less than around 200 kil owatt

13 hours a nonth. And they are indicative of enpty hones

14 I n some cases. So, |I'msure that's why BEBR i s

15 Interested in it.

16 Q Ckay. Thank you.

17 A So, in other words, we have used -- we have

18 provided input into their popul ati on projections.

19 Q Has t he net hodol ogy used by IHS @ obal

20 Insights to prepare its estinmates or projections of
21 Fl ori da popul ati on been nmade available for reviewin

22 this proceedi ng?

23 A Yes -- oh, I"'msorry. What did you ask? D d

24  their -- their estimtes or their nethodol ogy?

25 Q Thei r met hodol ogy.
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1 A No. dobal Insight is -- base their

2 forecasting on proprietary econonetric nodels. |If they
3 provided their nodels publicly, there would be no point
4 In paying for it.

5 Q So, the information that -- the nethodology is

6 publicly avail abl e?

7 A No, their nodels are not publicly avail able.
8 Q Ckay.
9 A We do know that it's based on econonetric

10 nodel ing, that it's consistent with the rest of their
11 econom c forecast, and that they calibrate to the U S
12 Census nunbers annual ly.

13 Q Ckay. Has FPL reviewed the nethodol ogy used
14 by IHS 3 obal Insight to prepare its estinates or

15 proj ections of Florida popul ation?

16 A Yes, we have reviewed the fact that they

17 calibrate annually to the U S. Census. And that they
18 are consistent -- their population projections are

19 consistent with our economc projections. So, that

20 creates consistency.

21 Q So, just to clarify -- I'"'mnot sure if |

22 caught that -- did you say that they -- FPL has revi ewed

23  that nethodol ogy?

24 A W have revi ewed the net hodol ogy --
25 Q Ckay.
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1 A -- such as | explained it.
2 Q Ckay.
3 A We don't have access to the inner workings of

4 their proprietary nodels.

5 Q Ckay. Dr. Morley, | would |like you, now, to
6 pl ease turn to staff exhibit titled "denographic

7 estimating conference executive summary," which

8 believe is 634.

9 A " mthere.

10 Q Ckay. Geat. | have just a couple of

11 gquestions on that.

12 Dr. Morley, do you recognize this exhibit as
13 an excerpt of a docunent prepared by the Florida Ofice
14  of Econom c and Denographi ¢ Research?

15 A Yes.

16 Q Ckay. Please ook at -- to the bottom of the
17 page. Does this section indicate that the popul ation
18 estimates devel oped by the U S. Census Bureau continue
19 to be higher than the official state -- official

20 popul ati on esti mate?

21 A Yes.

22 Q Ckay. According to this docunent, is the U S
23 Census Bureau Fl orida popul ati on estinate as of

24 July 1st, 2015, higher than the official state estimte

25 by over 375, 000 persons?

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



1378

1 A Yes.

2 Q Dr. Morley, | would like to, now, turn your

3 attention to the last exhibit here, Exhibit No. 634,

4 the -- titled "Making it" -- 635, excuse ne. "Making
5 the housing unit nmethod work"” is the title on that one.
6 And if you could, please turn to Page 98 in that

7 docunent. And let nme know when you're there, please.

8 And that's 98, as noted at the bottom of the page.

9 That's where the page nunbers are.

10 A " mthere.
11 Q kay. Geat.
12 Does the first full paragraph, second

13 sentence, indicate that at the state | evel, BEBR
14 estimates were nore accurate in three of four years

15 studi ed conpared to the Census Bureau's estinmates?

16 A I"'m-- I'"mgoing to ask you to repeat the
17 reference one nore tine. | apol ogize.

18 Q Sure. No. That's okay.

19 Let's see. The first full paragraph on

20 Page 98, the second sentence appears to indicate that,
21 at the state |level, BEBR estimtes were nore accurate in
22 three of the four years studies conpared to the Census

23 Bureau's estimates. Do you see that?

24 A | do.
25 Q Now, | would like to ask you a questi on about
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1 BEBR s recent estinmates of population fromthe year 2011
2 through the year 2015. Has BEBR and EDR been | ess

3 accurate in its recent estinmates of Florida popul ation
4 than the U S. Census Bureau?

5 A There is no way to know that. And if | could
6 explain, the article that you provided for nme, which is
7 Exhibit 635 --

8 Q Yes.

9 A It's -- it's conparing estimtes for

10 popul ation. And for clarity purposes, estinmates refer
11 to the nunber of -- the population |evel for historica
12 peri ods as opposed to projections, which are for future
13  peri ods.

14 This article conpares the accuracy of BEBR s
15 popul ati on estimates and Census Bureau's estinmates

16 | ooki ng at specific years, which is the years that they
17 actually went out and took the census.

18 And the last tinme that happened was 2010. So,
19 there is no way of knowi ng until 2020, the next tine

20 they actually take the census, which -- whether BEBR or
21 the Census Bureau's initial estimtes provide -- prior

22 to their census count ended up being nore accurate.

23 I's that clear?
24 Q Yes.
25 A Thank you.
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M5. HARPER: Thank you. W have no further
guesti ons.

CHAI RMAN BROWN:  Thank you.

Comm ssi oners, any questions?

| just have one question for clarification.

On Page 27 of your direct testinony, it's regarding
plug-in electrical vehicles and FPL's service
territory.

THE W TNESS: Yes.

CHAl RVAN BROMWN:  Thank you. So, you provided
an estimate. |'massum ng that those estinmates for
2020 -- you're estimating that nore than 70, 000
addi tional plug-in vehicles are projected, which
wi Il contribute 333 gigawatts an hour net energy
| oad. How did you derive that?

THE WTNESS:. Yes. W began with sone
nati onwi de estimates for the nunber of plug-in
el ectric vehicles and cane up with what was nore
i ke a consensus by |looking at a variety of
estimates. And then we al so | ooked at the actual
nunber of plug-in electrical vehicles that we have,
at the tinme we did this, which was around m d-2015.

And then again, using the notor vehicle
information, we estimated the -- the share that was

actually in our service territory. So, we
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basically grew our share of the electric-vehicle
popul ati on based on what's going to happen
nationally.

And then he had also estimates for the nunber
of mles each car is expected to drive and how many
kil owatt hours that translates to and so forth.

CHAI RMAN BROWN:  And that 70,000 nunber -- is
that just for FPL's service territory or is that
for the entire state of Florida?

THE WTNESS: Just for us.

CHAIl RVAN BROMWN: Do you have data for the
entire state of Florida?

THE WTNESS:. Yes, | believe it's part of our
process. W go nationally, state, service
territory.

CHAI RMAN BROWN: Do you know what that nunber

THE WTNESS: | don't. I'mgoing to guess
probably tw ce, roughly.

CHAI RMAN BROWN: Do you know - -

THE WTNESS: | could probably tell you next
week, if you want.

CHAI RMAN BROWN: | "mjust curious. And I'm
curious about how many additional charging stations

are incorporated into that nunber.
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1 THE WTNESS: This doesn't include a forecast,
2 per se, of charging stations. The people with our
3 conpany who really nonitor that have not really
4 seen a clear statistical relationship between the
5 chargi ng stations and el ectric vehicles.
6 So, our forecast for plug-in electric vehicles
7 does not really rely on a chargi ng-station
8 proj ection.
9 CHAl RVAN BROAN:  What woul d you say that that
10 IS percentage-wise in ternms of growth on an annual
11 basi s?
12 THE WTNESS:. |It's pretty fast and -- if you
13 give ne a nonent, | would be happy to look it up,
14 but it's --
15 CHAI RMAN BROWN:  Coul d you?
16 THE W TNESS:  Yes.
17 CHAI RMVAN BROWN: | ndul ge ne.
18 THE WTNESS: (Exam ni ng docunent.)
19 CHAI RVAN BROMWN: | f you could do it pretty
20 qui ckly --
21 THE WTNESS: |'mpretty quick. |'"mthere.
22 [''mgoing. kay.
23 CHAI RMAN BROWN: | ' m getting harassed up here.
24 (Laughter.)
25 THE WTNESS: |'mjust going to give you the
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1 easi est nunbers to look at. It was -- by the end
2 of 2015, it actually ended up being about 10, 000.
3 And it's got to go up to nore than -- it's
4 projected to increase to 80,000 by 2020. So, you
5 can think of that as an eight-fold increase.
6 CHAI RMVAN BROWN:  Al'l right. Thank you.
7 Redi rect ?
8 MS. MONCADA:  Yes.
9 REDI RECT EXAM NATI ON
10 BY MS. MONCADA:
11 Q Dr. Morley, | would like to discuss with you a
12 couple of exhibits that have been shown to you this
13 afternoon.
14 A Ckay.
15 Q And | will start with No. 627, presented to
16 you by South Florida Hospital.
17 A (Exam ni ng docunent.) | have it.
18 Q Thank you.
19 M. Wsenman, in his questioning, asked, based
20 on the tables shown on Page 1 of 2 of FPL's response to
21 staff's third set of interrogatories, No. 73, whether
22 your forecasts have historically been too low. And you
23 sai d yes.
24 Do you renenber that?
25 A If | said that, | was -- | m sspoke.
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1 Q Can you clarify?

2 A Yes. | apologize. |It's the negative sign

3 here indicates over-forecasting. And on average, we

4 have had nore negative signs, nore over-forecasting than
5 under-forecasting.

6 Q Thank you.

7 M. Wsenman al so presented to you

8 Exhibit No. 629.

9 CHAI RVAN BROWN: 6297
10 THE WTNESS: | have it.
11 M5. MONCADA: Yes, ma'am 629.

12 BY MS. MONCADA:
13 Q And he pointed you to the weather-normalized
14  use per custoner for the -- or the projections or the

15 forecasts for the years 2015 t hrough 2018.

16 Do you recall that?
17 A Yes.
18 Q And you told himthat those were probably

19 based on either the 2014 or the 2015 ten-year site plan

20 f orecasts?

21 A Yes.
22 Q Renmenber that?
23 Have you reeval uated the NEL per-customner

24 nodel since that tinme?

25 A Yes. And our forecast that we are proposing
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1 in this case reflects an inproved nodel with a nuch-
2 | nproved forecasting variance.
3 Q And by variance, do you nean accuracy?
4 A Yes. | believe on a year-to-date basis, based
5 on energy for load, it's within, | think, 0.5 percent.
6 Q Staff presented you with Exhibit No. 632.
7 A Can you identify the docunent?
8 CHAI RVAN BROMN:  It's NEL forecasting using
9 ten-year weat her nornalization.
10 THE WTNESS: ay. Thank you
11 M5. MONCADA: It's the cooling-degree graph.
12 THE WTNESS: Got it. Thanks.
13 BY MS. MONCADA:
14 Q You were asked by staff about the R-squared
15 coefficient for the 10-year and 20-year rolling averages
16 starting -- with the starting point being 2006. Do you
17 recall that?
18 A Yes.
19 Q And you agreed with the staff that the
20 R-squared co-efficients for those -- for both the
21 10-year and 20-year rolling averages were simlar at
22 about 87 to about 88 percent?
23 A Yes. And as | noted, that was a very short
24 period of time which to cal culate an R-square.
25 Q My question is: Do you know if the variance
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1 around the trend also is an inportant neasure of the

2 rel ative values of the 10-year and 20-year rolling

3 averages for weather normalization?

4 A Yes.

5 Q And coul d you pl ease comment on the vari ance
6 around the trend for those two tine periods?

7 A Ch, | woul d expect the variance around the 20-
8 year to be much smaller since it's -- it tends to be

9 nore stabl e.

10 Q Thank you.
11 Just a couple nore quick questions.
12 OPC asked you earlier this norning about your

13 famliarity with the Bayesi an-Schwartz principle.

14 A Yes.

15 Q Do you renenber that?

16 A | do.

17 Q Is that a statistic that is used to neasure

18 the accuracy of your NEL forecast or any NEL forecast?
19 A No. The neasure of accuracy is how well the

20 forecast predicts weather-nornmalized actuals. And as |

21 menti oned earlier, our -- the forecast we're proposing

22 in this case has a very good weat her-nornalized vari ance

23 for this year. | think it's within 0.5 percent.

24 Q Thank you.

25 Earlier, you discussed with M. Myl e that
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1 sone utilities outside of Florida do use -- do use ten
2 years as their weather-normalization period.

3 Do you recall that?

4 A Yes. And as | nentioned, | think it's a

5 mnority of utilities nationally.

6 Q Thank you. Thank you for that clarification.
7 Those utilities outside of Florida -- are they
8 subject to the sane clinmate or weat her conditions that
9 are experienced in the FPL territory?

10 A |"msure they are not. | think that in --

11 Florida is probably the only area within the 48 states
12 that's really subtropical. And that's probably

13 particularly true of our system which is really

14  centered in South Florida.

15 Q M. Wsenman took you through a series of

16 exhi bits that showed you the forecast or FPL's forecast

17 of wi nter peak demands based on a non-weat her-nornalized

18  basi s.

19 A Yes.

20 Q Do you recall that?

21 A | do.

22 Q Are you aware of any utility that doesn't use

23  weather nornmalization for purposes of forecasting?

24 A No. That's standard industry practice.
25 Q Ckay. And you al so discussed with, | think,
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1 both Ms. Csank and M. Myle that FPL is a sumrer-

2 peaking utility -- or perhaps it could have been

3 M. Wsenman, but it was -- it was one of them

4 Do you recall that?

5 A Yes.

6 Q Does FPL use the w nter peak for any purpose
7 in its system planni ng?

8 A Yes, it's -- it's part of our system pl anni ng.

9 Qur need tends to be driven nore by the sumrer peak, but
10 it's definitely part of our long-term | oad forecast.

11 Q Ckay. Earlier this norning, M. Myle asked
12 you whether you were an expert in this case. Do you

13  recall that?

14 A | do.

15 Q How | ong have you been in the field of |oad

16  forecasting?

17 A When | started with the conpany 33 years ago,
18 | actually started as an assistant economi st in the

19 | oad-forecasting area. And | can't say | have been with
20 | oad forecasting continuously for 33 years, but ny

21 experi ence does go back aways.

22 M5. MONCADA: Thank you.

23 And | don't have any further questions, but

24 wanted to nmake one observation. There was sone --

25 a question posed to Dr. Morley regardi ng who could
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speak to, if anyone, in this case, |oad conc- --
critical |oad pockets, | believe it was.

And Wt ness Kennedy yesterday eveni ng was
asked questions related to transm ssion
constraints. And if that's what Ms. Csank was
referring to, those questions were referred --
referred by Wtness Kennedy to M. M randa.

CHAl RVAN BROMN:  Ckay. Not ed.

M5. MONCADA: Thank you.

CHAI RMVAN BROWN:  All right. Let's get to the
exhi bits now.

FPL?

M5. MONCADA: FPL woul d nove Exhibits 75
t hrough 79.

CHAI RMAN BROWN:  Any objection to noving
Exhibits 75 through 78? Seeing none, we'll nove
Exhibits 75 through 78 into the record.

M5. MONCADA: It's 79, Madam Chair. |
apologize if | was unclear.

CHAIl RVAN BROAN: 79 is Barrett's.

M5. MONCADA: Oh, | -- oh, I"'msorry. W
m st ake.

CHAl RVAN BROMWN: That's why | changed it for
you. All right.

(Wher eupon, Exhibit Nos. 75 through 78 were
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1 admtted into the record.)

2 CHAI RVAN BROAWN:  So, we -- let's go to Public
3 Counsel now.
4 M5. CHRI STENSEN: Yes, O fice of Public
5 Counsel woul d nove 616 through 618.
6 CHAl RVAN BROMAN:.  Seei ng any obj ections?
7 M5. MONCADA: Yes, Madam Chair.
8 CHAI RMVAN BROWN:  Ckay.
9 M5. MONCADA: | apol ogi ze. One of the
10 exhibits -- and |I'm having trouble shuffling
11 t hrough these papers right at this noment. But it
12 was an excerpt fromone -- one of the Conm ssion's
13 orders --
14 CHAl RVAN BROMWN: It was --
15 M5. MONCADA: The Ckeechobee need
16 det erm nati on.
17 CHAI RMAN BROWN:  That was Exhibit 6177
18 MS. MONCADA: 617, yes, nma'am
19 Two things; first, the Conm ssion has al ready
20 said it would officially recognize all of the
21 orders that are indexed.
22 CHAl RVAN BROMN. W do.
23 M5. MONCADA: So, | would say there was no
24 need for this exhibit.
25 And secondly, it is a m sleading excerpt. And
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so, | -- 1 would ask that, if you do admt any --
any part of the order, that it be conplete.

CHAI RVAN BROAN:  Uh- huh.  Uh-huh. OPC?

M5. CHRI STENSEN:. Well, | would, obviously,
object to the characterization it was m sl eadi ng.

CHAI RMVAN BROMWN:  Ckay.

M5. CHRI STENSEN: It was obviously excerpted
for nmy cross examnation. And |, of course, have
no objection to either taking official recognition
of the order in the Comm ssion's practice, the ful
order, which can be cited by both parties.

CHAl RVAN BROMWN: Ckay. Well, that -- that --

M5. CHRI STENSEN:. | nean, you know, if -- we
can either nove it in or we can just take an
official recognition. |'manenable to the --

CHAI RVAN BROMN: | appreciate that.

So, FPL, do you have any objection to 616 and

6187?

M5. MONCADA: No ot her objections.

CHAI RMVAN BROWN:  Ckay. W'l nove 616 and 618
into the record. And we'll take official

recognition of that order and its conpletion. So,
we're not noving that in.
(Whereupon, Exhibit Nos. 616 and 618 were

ted into the record.)
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1 CHAI RMAN BROWN:  Hospitals, you' ve got a few.
2 MR, W SEMAN:  Yes, Madam Chair, | would nove
3 the adm ssion of 619 through 631.
4 CHAI RMAN BROWN:  Ckay. No objections? That
5 hel ps a | ot.
6 We'll nove 619 to 631 into the record.
7 (Wher eupon, Exhibit Nos. 619 through 631 were
8 admtted into the record.)
9 CHAl RVAN BROMWN:  Then we' ve got staff, 632
10 through 635 into the record. Staff?
11 M5. HARPER: Yes, we would like to nove 632
12 through 635 into the record, please.
13 CHAI RMAN BROWN: Do you have objections, FPL?
14 M5. MONCADA: Not really an objection; just an
15 observation. Question whether the exhibits, when
16 they're put into the record, are scanned in bl ack
17 and white or if they are scanned in color. |If they
18 are scanned in color, | would |like an opportunity
19 to provide a color copy of the graph just for
20 pur poses of clarity. It shows the |lines better.
21 CHAI RMAN BROWN:  Staff, | think that's a --
22 M5. BROMNLESS: Yes, we'll find out.
23 CHAI RMAN BROWN:  -- reasonabl e request.
24 M5. HARPER: We'll find out. Sounds like a
25 techni cal question, but we'll do our best.
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1 CHAI RMAN BROWN:  Al'l right. W will nove into
2 the record 632 through 635.
3 (Wher eupon, Exhibit Nos. 632 through 635 were

4 admtted into the record.)

5 CHAl RVAN BROMWN:  Wbul d you |ike to excuse your
6 witness at this tine?
7 M5. MONCADA: Yes, please.
8 CHAl RMAN BROWN: W' I | excuse you, Dr. Morl ey.
9 W'l |l see you next week.
10 THE W TNESS: Thank you.
11 CHAI RMAN BROWN:  Thank you.
12 M5. HELTON: Madam Chairman, can we clarify
13 whi ch exhibit that was that you would prefer to
14 have in color just so we can track that easier?
15 M5. MONCADA: 632.
16 CHAI RVAN BROMN:  All right. At this tine,
17 FPL, can you call your next w tness.
18 MR, BUTLER: Yes, we will. M. Barrett.
19 CHAI RMAN BROWN:  Thank you.
20 (Discussion off the record.)
21 COMW SSI ONER EDGAR: W are back on the
22 record.
23 MR, BUTLER: Wbuld you -- sorry. The w tness
24 has not been sworn.
25 COW SSI ONER EDGAR: Wl |, then, let's take
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1 care of that.

2 If you would, stand with your right hand.

3 Wher eupon,

4 ROBERT E. BARRETT, JR

5 was called as a wtness, having been first duly sworn to
6 speak the truth, the whole truth, and nothing but the

7 truth, was exam ned and testified as follows:

8 COW SSI ONER EDGAR:  Thank you.

9 DI RECT EXAM NATI ON

10 BY MR BUTLER

11 Q Good afternoon, M. Barrett. Wuld you pl ease
12 state your nane and busi ness address for the record.

13 A Robert E. Barrett, Jr. -- did you get that?

14 Robert E. Barrett, Jr., 700 Universe Boul evard, Juno

15 Beach, Fl orida.

16 Q Ckay. By whom are you enpl oyed and i n what

17 capacity?

18 A I"'mthe vice president of finance for Florida
19 Power & Light Conpany.
20 Q Have you prepared and caused to be filed 47
21 pages of prepared direct testinony in this proceedi ng?
22 A Yes.
23 Q Ckay. Do you have any changes or revisions to
24  your direct testinony to nmake at this tinme?

25 A No, | do not.
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1 Q Subj ect to the adjustnents addressed in

2 exhibits KO 19 and KO 20, if | asked you the questions

3 contained in your direct testinony, would your answers

4  be the sane?

5 A Yes.

6 MR, BUTLER: Madam Chair, | woul d ask that

7 M. Barrett's prepared direct testinony be inserted

8 into the record as though read.

9 CHAI RMVAN BROWN:  We' Il insert M. Barrett's
10 direct prefiled testinony into record as though
11 read.

12 (Prefiled direct testinony inserted into the
13 record as though read.)
14

15

16

17

18

19

20

21

22

23

24

25

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

1396

I. INTRODUCTION

Please state your name and business address.

My name is Robert E. Barrett, Jr. My business address is Florida Power &
Light Company, 700 Universe Boulevard, Juno Beach, Florida 33408.

By whom are you employed and what is your position?

I am employed by Florida Power & Light Company (“FPL” or the
“Company”) as Vice President of Finance.

Please describe your duties and responsibilities in that position.

I am responsible for FPL’s financial forecast, analysis of financial results,
corporate budgeting, resource assessment and planning, and load forecast
activities.

Please describe your educational background and professional
experience.

I have a Bachelor of Business Administration degree from the University of
Miami, 1982, with a major in Finance. I received a Master of Business
Administration from Florida International University in 1985. I have been
employed by FPL, or its affiliate NextEra Energy Resources, since 1982 and
have held a variety of positions of increasing responsibility including:
Financial Analyst; Manager of Financial Forecasting; Director of Quality,
Planning and Analysis; Director of Corporate Planning; Director of Investor
Relations; Vice President of Business Development for NextEra Energy

Resources; and my current position as Vice President of Finance for FPL. As
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FPL’s Vice President of Finance, I have overall responsibility for developing

the operations and maintenance (“O&M?”) budget, the capital expenditure

budget, and the total company per books financial forecast. I was the witness

who sponsored the financial forecasts that FPL presented in FPL’s last two

rate cases (Docket Nos. 080677-EI and 120015-EI) as well as the financial

forecast that FPL is presenting in this proceeding.

Are you sponsoring any exhibits in this case?

Yes. Iam sponsoring the following exhibits:

REB-1 MFRs and Schedules Sponsored or Co-sponsored by Robert E.
Barrett, Jr.

REB-2 2016 Planning and Budgeting Process Guideline

REB-3 MFR F-5 Forecasting Flowchart and Models

REB-4 MFR F-8 Major Forecast Assumptions

REB-5 Plan and Actual Net Income 2013-2015

REB-6 Net Income Adjusted for Reserve Amortization and Weather
REB-7 FPL’s Revenue Request — 2017 vs. 2016

REB-8 Drivers of the Increase in Revenue Requirements for 2013-
2017

REB-9 Summary of CPVRR Analysis for Peaker Upgrade Project
REB-10 Summary of CPVRR Analysis for .05 Compressor Upgrades
REB-11 Summary of CPVRR Analysis for Large Scale Solar Projects
REB-12 FPL’s Adjusted O&M Comparisons

REB-13 FPL’s Revenue Request 2018 vs. 2017
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e REB-14 Summary of CPVRR Analysis for Transfer of Martin-Riviera

Gas Lateral
Are you sponsoring or co-sponsoring any Minimum Filing Requirements
(“MFRs”) or schedules in this case?
Yes. Exhibit REB-1 lists the MFRs that I am sponsoring or co-sponsoring.
Are you sponsoring or co-sponsoring any schedules in support of FPL’s
request for the 2019 Okeechobee Limited Scope Adjustment (“2019
Okeechobee LSA”) in order to address the additional revenue
requirements associated with the Okeechobee Clean Energy Center (the
“Okeechobee Unit”)?
Yes. Exhibit REB-1 also shows my sponsorship and co-sponsorship of the
Okeechobee Unit limited scope adjustment schedules.
Please relate the MFRs and schedules being submitted to the time periods
that they address.
FPL is filing MFRs based upon the forecast process completed in early 2016.
FPL uses a 2017 Test Year as the basis for the revenue requirement
calculation of its 2017 Base Rate Increase and a 2018 Test Year for purposes
of the Subsequent Year Adjustment. Generally, the periods covered in FPL’s
MFRs are a 2015 Historical Year, 2016 Prior Year, 2017 Test Year and 2018
Subsequent Year. FPL also has prepared the 2019 Okeechobee LSA
schedules, which follow the format of certain MFRs and show FPL’s
proposed limited scope adjustment reflecting the Okeechobee Unit being

placed into service on June 1, 2019. These 2019 Okeechobee LSA schedules
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show the base revenue requirements for the year ending May 31, 2020, the

anticipated first twelve months of operations for the Okeechobee Unit.
Finally, FPL’s filing reflects a four year proposal that would require the
Company to manage its operations without a general base rate increase for
2019 and 2020.

What is the purpose of your testimony?

The purpose of my testimony is to:

(1) Demonstrate the value to customers of FPL’s four year rate proposal;

(2) Explain the process FPL uses in the preparation and approval of the
financial forecast upon which the projected MFRs are based;

(3) Provide an overview of the general business conditions affecting the
forecast assumptions;

(4) Explain the major cost drivers since 2013 that necessitate a base rate
increase effective January 1, 2017 (the “2017 Base Rate Increase”);

(5) Explain the cost drivers from 2017 to 2018 that necessitate a subsequent
year adjustment effective January 1, 2018 (“2018 SYA”);

(6) Discuss the 2019 Okeechobee LSA; and

(7) Explain the proposal to transfer the Martin-Riviera gas lateral to Florida
Southeast Connection.

Please summarize your testimony.

During the period of FPL’s 2012 Rate Settlement (2013-2016) approved by
the Florida Public Service Commission (“FPSC” or “Commission”) in Order

No. PSC-13-0023-S-EI, Docket No. 120015-EI, FPL has made significant
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improvements in lowering base operating costs and at the same time has made

important investments in its infrastructure to support growth, strengthen or
“harden” the system to better withstand bad weather, improve reliability and
lower customer costs. Upon the expiration of the 2012 Rate Settlement at the
end of 2016, FPL’s revenue requirements continue to increase, such that FPL
will not be able to maintain adequate earnings in 2017 and beyond without
rate relief. Accordingly, FPL is requesting a 2017 Base Rate Increase, 2018
SYA and 2019 Okeechobee LSA. The final component of our proposal is to
forgo a general base rate increase for 2019 and 2020, if our requested relief is
granted, despite continued expected increases in 2019 and 2020 base revenue
requirements. Collectively, these rate adjustments and FPL agreeing to forgo
general base rate increases in 2019 and 2020 is referred to as FPL’s four year
rate proposal. This four year rate proposal provides long term rate stability
and predictability for customers, regulatory efficiency, and is expected to
produce total residential customer bills that grow roughly in line with inflation
over the four year period. It will also allow the Company to focus on

continuing to improve service delivery and value to our customers.

The MFRs filed in this proceeding have been prepared according to FPL’s
rigorous, established planning/forecasting process, relying on inputs from
internal and external subject matter experts, processed through financial
models widely used in the industry, and with sufficient review and approval to

ensure their reliability for use in setting rates in this proceeding.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

1401

The general business conditions affecting the forecast assumptions are
characterized by continued inflation-related increases and modest growth. As
explained in FPL witness Morley’s testimony, FPL expects to add nearly
220,000 new service accounts for the period 2014 through 2017. FPL’s

investment plans must account for this expected growth in our customer base.

Though inflation generally has been moderate by historical standards in recent
years, cumulatively, general inflation is still expected to have added 6.3% to
the cost of goods and services as measured by the Consumer Price Index

(“CPI”) for the period 2014 through 2017.

FPL’s proposed 2017 Base Rate Increase is needed to address increased
revenue requirements since 2013, the test year last used for establishing base
rates. The primary drivers of the change in revenue requirements are: (1)
capital investment initiatives that support storm hardening, increased
reliability, and system growth, which provide long-term economic benefits to
customers, and ensure regulatory compliance; (2) the increase resulting from
FPL’s 2016 depreciation study; (3) the impact of the amortization of the
Reserve Amount authorized by the 2012 Rate Settlement not available in the
2017 Test Year; (4) the impact of inflation and customer growth; (5) the
change in the weighted average cost of capital; (6) revenue growth that
partially offsets the growth in base revenue requirements; (7) productivity

gains that also partially offset the growth in base revenue requirements; and
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(8) growth in FPL’s wholesale business which reduces the amount of revenues
needed from retail customers. As calculated on FPL witness Ousdahl’s
Exhibit KO-3, absent a rate increase in 2017, FPL’s projected earned return on
equity (“ROE”) falls to 7.88%, substantially below FPL’s cost of equity as

discussed by FPL witnesses Hevert and Dewhurst.

FPL’s proposed 2018 SYA reflects the increase in base revenue requirements
from 2017 to 2018. The primary drivers of this increase are: (1) capital
investment initiatives that support storm hardening, increased reliability, and
system growth, and ensure regulatory compliance; (2) the impact of inflation
and customer growth; (3) changes to the weighted average cost of capital; and
(4) revenue growth that partially offsets the growth in base revenue
requirements. As calculated on FPL witness Ousdahl’s Exhibit KO-3, without
an increase in revenue requirements in 2018, FPL’s earned ROE is projected
to fall by more than 100 basis points from the 2017 appropriate allowed ROE
of 11.50%. With no rate increase in 2017 and 2018, FPL’s ROE in 2018 is
projected to be 6.95%, substantially below an appropriate return as discussed

by FPL witnesses Hevert and Dewhurst.

FPL also is requesting a 2019 limited scope adjustment to recover the first
twelve months of revenue requirements for the Okeechobee Unit, which is
projected to go into commercial operation on June 1, 2019. The requested

2019 Okeechobee LSA would become effective when the Okeechobee Unit
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begins commercial operation. The 2019 Okeechobee LSA uses the projected

revenue requirements associated with the plant and is based on the
Commission determination of need for the plant in Order No. PSC-16-0032-

FOF-EL

In the need proceeding for the Okeechobee Unit, FPL demonstrated that the
plant was the most cost-effective option for providing needed generation in
2019 and it is projected to be more fuel efficient than the overall system prior
to its addition to the fleet. Consistent with those projections, the impact of the
2019 Okeechobee LSA is expected to be partially offset by immediate fuel
savings for customers. FPL intends to seek approval in the 2018 fuel cost
recovery proceeding for fuel factors in 2019 that would reflect those savings
coincident with the projected in-service date of the Okeechobee Unit. FPL
expects that other cost increases and additional investment unrelated to the
Okeechobee Unit will exert downward pressure on FPL’s earnings in 2019
and beyond; however, FPL is not seeking a base rate increase at this time to

recover any of those other costs.

FPL’s base rate proposal supports the investments FPL has made and must
continue to make to keep customer bills low over the long term. These
investments will also improve system reliability, enhance storm resiliency and
increase the use of clean and efficient generation technologies. For example,

the base revenue requirements of these investments are expected to be

10
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partially offset with savings in the fuel portion of customer bills -- roughly
$140 million in 2020 alone — and are projected to grow over time.. FPL’s four
year rate proposal provides the opportunity for customers to experience low,

predictable bills through 2020.

VALUE TO CUSTOMERS OF FPL’S FOUR YEAR PROPOSAL

What is FPL’s four year rate proposal?

FPL’s four year rate proposal includes the 2017 Base Rate Increase of $866
million, 2018 SYA of $262 million and 2019 Okeechobee LSA of $209
million, together with FPL’s commitment to forgo any further general base
rate increases until at least January 2021 if those three requested rate increases
are approved.

Why is FPL proposing a four year package of rate proposals in this
petition?

Over the last 17 years, FPL has operated under five multi-year settlement
agreements. It has been FPL’s experience that these multi-year agreements
have produced substantial value for customers through bill stability and
certainty and have allowed the Company to focus on delivering a superior
level of service on a more cost-efficient basis. These multi-year agreements
have offered regulatory economy and efficiency as well in that the
Commission, its staff, intervening parties and the Company have been able to

avoid the significant time and resources required in more frequent general

11
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base rate proceedings.

What value does this four year proposal offer to customers?

The Company’s four year proposal offers customers base rate stability and
certainty at least until January 2021, and is expected to produce total
residential customer bills that grow roughly in line with inflation from today
through 2020 (based on current fuel curves), which is likely to keep FPL’s
customers’ bills among the lowest in the state. It maintains the same
protections for customers that they currently enjoy regarding Commission
oversight of the Company’s earnings. Additionally, it provides a four year
period of regulatory certainty allowing management to continue its focus on
improving the Company’s performance in service delivery and realizing
additional efficiencies in its operations, rather than participating in annual
base rate cases, thus creating strong alignment between the Company and its

customers.

III. FORECASTING AND MFR PREPARATION PROCESS

What role did you play in the development of FPL’s forecast?

As previously stated, I have overall responsibility in my role as FPL’s Vice
President of Finance for developing the O&M budget, the capital expenditure
budget, and the total company per books financial forecast. As part of this
responsibility, guidance was provided to the business units to ensure that

corporate assumptions were followed. I am also a member of the budget

12
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review committee (“Review Committee”). Key members of the Review
Committee, in addition to me, are the FPL President and Chief Executive
Officer; the Senior Vice President, Finance and Chief Financial Officer; and
the Vice President, Controller and Chief Accounting Officer. The Review
Committee is responsible for reviewing the forecasts to ensure reasonableness
and completeness for planning purposes.

What forecast years have been included in this filing?

FPL has provided forecast years 2016, 2017 and 2018 for use in this
proceeding. Based upon the expiration of the term of the 2012 Rate
Settlement on December 31, 2016, the Company is proposing that new rates
be effective January 1, 2017, at a level sufficient to cover the Company’s
revenue requirements in 2017. FPL proposes that 2017 be the Test Year in
this proceeding, in order to best reflect the Company’s revenues, costs and
investment during the year in which those new rates are proposed to go into
effect. The 2016 plan year is included as the Prior Year, consistent with the

Commission’s filing requirements.

FPL also is proposing a subsequent year adjustment, which will allow for new
rates effective January 1, 2018, at a level sufficient to cover the Company’s
revenue requirement in 2018. Accordingly, FPL has filed all necessary MFRs
for calendar year 2018 to support the 2018 SYA by showing the Company’s
projected financial position in that year. FPL also has submitted 2019

Okeechobee LSA schedules in support of FPL’s requested limited scope

13
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adjustment for the Okeechobee Unit. Those schedules address the base
revenue requirements for the Okeechobee Unit for the twelve month period
from June 1, 2019, through May 31, 2020, which coincides with the
anticipated first year of operation for the project.

Please summarize the process used to develop the forecasts underlying
FPL’s filing in this docket.

FPL follows a rigorous and long standing process in the development and
approval of its O&M and capital expenditures budgets, financial forecasts and
MFRs. Beginning in 2013, FPL incorporated into the planning process a step
that is specifically focused on generating and evaluating productivity and
efficiency improvement ideas — an initiative known internally as Project
Momentum. Although already an industry leader in cost management, FPL
saw an opportunity to do even better. Every business unit is engaged in
developing, evaluating and proposing ideas that are expected to provide
ongoing customer benefits that would be implemented over the succeeding 24
months. These benefits primarily result from streamlining of processes,
deployment of technology to enable automation and other actions that are
focused on significant improvements in operating efficiency. As a result of
this effort in 2013, 2014 and 2015, FPL has been able to produce significant
O&M savings that have directly reduced the revenue increase needed in this
request by $175 million as reflected on Exhibit REB-8. As FPL witness Reed
demonstrates, FPL has been best-in-class in non-fuel O&M cost performance

among all peer groups since 2013. All of these projected savings are fully

14
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reflected in the forecasts in this filing. Understandably, FPL has experienced
diminishing incremental levels of savings from each Project Momentum cycle
since 2013, primarily because many of the highest-impact opportunities for
savings already have been identified and are being implemented; however, the

cumulative impact of these efforts has been significant.

The next step in the planning process was the development and approval of
the Company’s planning and budget assumptions. These include assumptions
for inflation, customer and load growth, and new service accounts. These
assumptions were prepared by various subject matter experts, reviewed and
approved by me, and ultimately evaluated and approved by the Review
Committee. Once approved, these assumptions, together with detailed budget
instructions, were issued to the operating and staff units of the Company in the
FPL 2016 Planning and Budgeting Process Guidelines (“Planning Process

Guidelines™). (See Exhibit REB-2).

The 2016 planning process resulted in the 2016 O&M and capital budgets, the
O&M forecasts for 2017 and 2018, and the forecasted capital expenditures for
2017 through 2020. All business units entered their forecast for O&M and
capital into FPL’s SAP system at the work breakdown structure (“WBS”)
level. Each standalone project or activity is required to have a unique WBS
element which maps all activities and costs to the required Federal Energy

Regulatory Commission (“FERC”) Uniform System of Accounts.

15
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Using the assumptions and Planning Process Guidelines, each of the major

business units prepared a budget presentation that described their business unit
objectives and goals, key initiatives and specific business unit level
assumptions, as well as a preliminary funds request to support those business
objectives. In September 2015, business unit executives discussed their
budget presentations with the Review Committee in detailed, individual
sessions. These sessions offered these executives the opportunity to present
their plans and funding requests, and receive feedback from the Review
Committee. The open forum format employed in this session allowed for

Review Committee collaboration and challenge.

Upon completion of these individual sessions with each business unit and the
Review Committee, there were subsequent follow-up discussions to resolve
items raised during the individual review sessions. Final approvals were made
in late 2015. Accordingly, the final plans/forecasts approved by FPL’s
Review Committee reflect the Company’s current and best assessment of the
business environment in the 2017 Test Year as well as for the 2018
Subsequent Year.

How were forecasts other than O&M and capital expenditures
developed?

Concurrent with the development of the detailed O&M and capital
expenditure budgets, other key components of the financial forecast were

developed, including the energy sales and revenue forecasts as well as

16



10

11

12

13

14

15

16

17

18

19

20

21

22

23

forecasts of other base revenues. The energy sales forecast is the subject of

FPL witness Morley’s direct testimony. The sales and revenue forecasts were
reviewed and approved for use in the financial forecast by FPL’s Review
Committee. Subsequent to approval by the Review Committee, the energy
sales and revenue forecasts were updated and approved in January 2016 to
account for the Company’s most recent official fuel projections. These

updates are described in further detail by FPL witness Morley.

Other inputs into the financial forecast were prepared and provided by other
subject matter experts. These inputs include taxes other than income taxes,
various income tax items, non-clause fuel and capacity charges, miscellaneous
below-the-line income and expense items, various working capital items and
financing plans. These inputs were collectively reviewed and approved by me
with the resulting comprehensive forecast reviewed and approved by the
Review Committee.

How are all of the various inputs combined into a consolidated financial
forecast?

All of the above mentioned items were provided as ini)uts into FPL’s
Financial & Regulatory Information System (“FRI”). FRI is a utility financial
forecast and regulatory model developed by Ultilities International Inc. (“UI”)
that is widely used in the industry and was implemented at FPL in 2014. Prior
to 2014, FPL utilized an earlier version of the Ul software to develop its

financial forecast. FPL has used the Ul platform for financial forecasting and

17



10

11

12

13

14

15

16

17

18

19

20

21

22

23

1411

in support of the preparation of certain MFR schedules for more than 15 years,
including the MFRs that supported FPL’s rate requests in Docket Nos.
001148-EI, 050045-EI, 080677-EI and 120015-EI as well as the present

proceeding.

Based on the assumptions and inputs mentioned above, the FRI model
calculated the remaining expense items including depreciation, interest, and
Allowance for Funds Used During Construction (“AFUDC”). FRI produces
balance sheet and income statement detail at the level necessary for the
development of jurisdictional separation factors and the Cost of Service
Study. A key element of the FRI model is a common data repository (“CDR”)
where all data inputs as well as calculated outputs are housed for use in both
the financial forecasting and regulatory reporting processes. The completed
financial forecast was then reviewed and approved by the Review Committee
and is the source of forecast information for the MFRs filed in this

proceeding.

As previously mentioned, once the forecast in FRI is complete, it is stored in
the CDR. The CDR provides data validation and control routines to ensure
consistency of data between the financial forecasting and regulatory analysis
processes within FRI. Additionally, the system produces exception reports,
financial data output validations and MFR control reports to verify the

accuracy and consistency of MFRs.
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The balance sheet and income statement detail from FRI is used to develop

forecasted regulatory results (i.e., total company per book net operating
income (“NOI”), rate base, and capital structure) in the same manner as it
does for historical regulatory amounts included in the Earnings Surveillance
Report (“ESR”). As described by FPL witness Deaton, these regulatory
results are used in developing jurisdictional separation factors, which are then
transferred back to the CDR, so FPSC jurisdictional adjusted NOI, rate base

and capital structure can be calculated within the forecasting module.

The jurisdictional adjusted results for NOI, rate base and capital structure are
then utilized to develop the Cost of Service Study. The Cost of Service Study
calculates the revenue requirements at the individual rate class level and is the
subject of the direct testimony of FPL witness Deaton. The same tool that is
used to create many of the MFRs also provides for MFR data integrity and
control. All MFRs were reviewed and approved by the originating business
unit and the MFR sponsors and co-sponsors. Exhibit REB-3 contains a
flowchart of the forecasting process and models.

Has FPL followed ‘the same process for developing all forecast years,
including the 2017 Test Year and 2018 Subsequent Year as it did for the
2016 plan year?

Yes. As described above, FPL prepares forecasts of O&M expense for the
plan year plus two additional years at an activity level. All three years (2016,

2017 and 2018) are prepared at a monthly level of detail.
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Capital expenditure forecasts are prepared for the plan year, 2016, plus four

additional years, 2017 through 2020, at an activity (i.e., project) level of
detail. All five years are prepared at a monthly level of detail. Additionally,
the capital expenditures forecast for all five years is the basis of the related
external financial disclosure in the Company’s 10-K and 10-Q filings with the
Securities and Exchange Commission (“SEC”) and is subject to an internal

Sarbanes-Oxley review and approval process.

Though all years are prepared with the same level of business detail and
diligence, the plan year typically is subject to more intense review as it forms
the basis for operating and financial plans for the coming year. However, for
the planning process conducted during 2015, the 2017 and 2018 periods
received the same level of close scrutiny by the Review Committee as did the
2016 plan year in anticipation of its use in this proceeding.

How did FPL develop the forecasted amounts for the 2019 Okeechobee
LSA?

The 2019 Okeechobee LSA reflects the projected base revenue requirements
for the first twelve months of operation of the Okeechobee Unit. The cost
assumptions used in developing the base revenue requirements for the 2019
Okeechobee LSA are based on the Commission need determination in Order
No. PSC-16-0032-FOF-EI. The base revenue requirements reflect the first-
year return on and of the capital investment in the Okeechobee Unit along

with all non-fuel operating costs and taxes. The method for calculating the
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base revenue requirements reflected in the 2019 Okeechobee LSA is the same
as used in the Generation Base Rate Adjustments (“GBRA”) in prior filings.
The schedules filed in support of the 2019 Okeechobee LSA are in the form of
all the MFRs necessary to demonstrate the development of those base revenue
requirements.

What are the major assumptions that FPL used in developing its
forecast?

The major assumptions used by FPL in developing its forecast are listed in
MFR F-8, which is my Exhibit REB-4.

Have FPL forecasts been accurate in the past?

Yes. As shown on Exhibit REB-5, on average, FPL’s actual net income
results have varied by about 0.5% from plan over the past three years,
indicating that FPL’s process for planning is highly effective in predicting

future financial results and can be relied upon in a rate setting procedure.

The overall accuracy of the net income forecast is due in part to the fact that
there are always offsetting variances, including weather, that cause some
variability in the underlying components of the forecast, but tend to provide
offsets in the determination of net income. Under the 2012 Rate Settlement,
one additional factor — amortization of the Reserve Amount — tends to
mitigate variability in many of the underlying components of the forecast,
primarily weather. Excluding the impact of the reserve amortization and

variations in weather, FPL’s forecast of net income has been within
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approximately 1% on a straight average, and 2% on an absolute average, of its
planned net income for 2013-2015, as seen on Exhibit REB-6.

Does the Company’s forecast of revenue requirements in 2017 and 2018
provide a reasonable basis for evaluating the Company’s projected
deficiency?

Yes. FPL’s plans/forecasts are the products of a rigorous process involving a
multi-year planning horizon and have proven to be accurate. The total
company per book plans/forecasts for 2016 Prior Year, 2017 Test Year and
2018 Subsequent Year were developed, reviewed, and ultimately approved in
late 2015, and the subsequent MFRs were developed and approved in early
2016. The assumptions and process used in developing these plan/forecasts
are robust and reasonable, and the plans/forecasts can be relied upon for rate

setting.

IV.  OVERVIEW OF GENERAL BUSINESS CONDITIONS

Please describe the general business conditions affecting the underlying
assumptions in this forecast.

Of the many metrics that FPL tracks in developing its business and investment
plans, two of the most important are customer growth and the impact of
inflation on the goods and services the Company procures to serve customers.
The general business conditions affecting the forecast assumptions are
characterized by continued inflation-related increases and modest growth. As

explained in FPL witness Morley’s testimony, for the period 2014 through
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2017, FPL expects to have added nearly 220,000 new service accounts and

will have invested in infrastructure to provide service to them.

Inflation generally has been moderate by historical standards in recent years.
Cumulatively, general inflation is still expected to have added 6.3% to the cost
of goods and services as measured by the CPI for the period 2014 through

2017.

While inflation and growth in our customer base have placed upward pressure
on FPL’s operating costs, FPL projects that the non-fuel O&M expense in
2017 actually will be lower than the amount incurred in 2013. The primary

driver of the lower operating costs is Project Momentum.

V. DRIVERS OF 2017 BASE RATE INCREASE

What is the total amount of FPL’s requested 2017 Base Rate Increase and
how is it calculated?

FPL’s requested base revenue increase for 2017 is $866 million and is
determined as the difference between FPL’s projected net operating income of
$1.618 billion and FPL’s required net operating income of $2.150 billion
multiplied by the revenue expansion factor of 1.63024. For further detail
regarding the calculation of these revenue requirements, please refer to FPL

witness Ousdahl’s testimony.
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Please explain why the 2017 Base Rate Increase is necessary, given that
FPL earned an ROE of 10.96% in 2013, 11.50% for 2014 and 2015, and is
projected to earn 11.35% in 2016.

FPL’s revenue requirements have been increasing and will continue to
increase beyond the level reflected in 2013, which was the test year used in
FPL’s last rate case. FPL was able to earn above the mid-point ROE of 10.5%
in 2013-2015 largely through significant reductions in O&M generated by
Project Momentum, extraordinary weather that has resulted in higher sales
and hence revenues, increases in the allocation of costs to wholesale
customers and the amortization of the Reserve Amount approved in the 2012

Rate Settlement. All of these elements were specific to that time period.

In 2013, absent the amortization of $155 million of the Reserve Amount,
FPL’s ROE would have been approximately 10.1% which is below FPL’s
current authorized mid-point of 10.5%. In 2014, FPL’s ROE benefited from
reductions in O&M due to Project Momentum as well as a large increase in
wholesale operations allowing for a significant shift of revenue requirements
to wholesale customers. In 2015, FPL’s ROE benefitted from extraordinarily
favorable weather as well as further reductions in O&M due to Project
Momentum. The impact of weather alone contributed approximately 110
basis points to earned ROE in 2015. By definition, however, extraordinary
weather is not the norm and cannot be counted on for continued high revenues

in 2016 and beyond; nor are rates set on the basis of abnormal weather.
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FPL projects that it will be able to offset a portion of the projected increase in

revenue requirements in 2016, assuming normal weather, by amortizing all of
the projected remaining $202 million of Reserve Amount. By utilizing all of
the remaining Reserve Amount, FPL is projecting to earn an 11.35% ROE in

2016.

Exhibit REB-7 depicts the drivers of the increase in revenue requirements
from 2016 to 2017 which include the increased revenue requirements resulting
from capital investments, the absence of a reserve amortization mechanism in
2017, and the increase resulting from FPL’s 2016 depreciation study. These
drivers demonstrate that a base rate increase is necessary to allow FPL to earn
an appropriate rate of return.

What are the primary drivers of the net increase in revenue requirements
in the 2017 Test Year relative to actual results for 2013, the last test year
used for setting rates?

The primary drivers of the change in revenue requirements are depicted on
Exhibit REB-8 and are: (1) capital investment initiatives that support storm
hardening, increased reliability, and system growth, which provide long-term
economic benefits to customers, and ensure regulatory compliance; (2) the
increase resulting from FPL’s 2016 depreciation study; (3) the impact of the
amortization of the Reserve Amount authorized by the 2012 Rate Settlement
but not available in the 2017 Test Year; (4) the impact of inflation and

customer growth; (5) the change in the weighted average cost of capital; (6)
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revenue growth that partially offsets the growth in base revenue requirements;

(7) productivity gains that also partially offset the growth in base revenue
requirements; and (8) growth in FPL’s wholesale business which reduces the
amount of revenues needed from retail customers. Each of these drivers will

be discussed individually, and they are summarized as follows:

Capital Initiatives $829 million
Depreciation Study $187 million
Loss of Reserve Amortization $175 million
Inflation and Customer Growth $145 million
Change in Weighted Average Cost of Capital $36 million
Other $12 million
Revenue Growth ($217) million
O&M Productivity (net of Costs to Achieve) ($175) million
Wholesale Cost Allocation ($126) million
TOTAL $866 million

Please describe the Capital Initiatives that impact 2017 revenue
requirements.

For the period from 2014-2017, FPL’s retail rate base is forecasted to increase
approximately $6.5 billion, primarily as a result of the investments made to
improve reliability, upgrade the generation fleet, support system growth,

strengthen or “harden” our infrastructure to better withstand bad weather, and
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ensure regulatory compliance. Exhibit REB-8 page 2 of 2 depicts the revenue

requirements in 2017 resulting from each of these capital initiatives.

Power Delivery Reliability

Power Delivery will invest about $1.9 billion from 2014 to 2017 to continue
to provide superior reliability for our customers in a cost-efficient manner. As
described by FPL witness Miranda, FPL will deploy innovative technology to
further leverage our existing smart grid to prevent outages and reduce
restoration time, thereby improving reliability and increasing customer
satisfaction. Our Power Delivery reliability investments represent about $232

million of the revenue requirements increase in 2017.

Generation Upgrades

There are three specific generation upgrade projects that FPL is undertaking to
provide cumulative present value revenue requirement (“CPVRR”) benefits
(i.e., lower costs) and improved reliability for customers. Together, these three

projects represent about $188 million of the base revenue increase in 2017.

First, from 2015 through 2017, FPL will be investing nearly $800 million to
upgrade its gas turbine peaking fleet with new highly efficient combustion
turbine technology. As described by FPL witness Kennedy, from an
operational benefits perspective, upgrading FPL’s gas turbine peaking fleet

with new, highly efficient combustion turbine technology is essential for
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maintaining the reliability of FPL’s critical peaking units given equipment

parts availability issues. FPL projects that these new combustion turbines will
provide approximately 35% to 40% heat rate efficiency improvement
resulting in lower fuel usage and better air emission rates. The new units will
also alleviate the replacement parts availability issue on the existing 45 year
old equipment. This project is expected to provide a CPVRR benefit to
customers of $203 million over the operating life of the units (See Exhibit
REB-9) and accounts for about $92 million of the total requested base revenue

increase in 2017.

Second, from 2015 to 2017, FPL will have invested more than $450 million to
upgrade the compressors on 26 combustion turbines in FPL’s highly efficient
combined cycle fleet. As described in further detail by FPL witness Kennedy,
these upgrades will provide operational benefits such as greater generating
efficiency (i.e., lower heat rate) and power output (i.e., more megawatts),
thereby generating overall fuel savings. As reflected on Exhibit REB-10, the
compressor upgrades are expected to provide customers with a CPVRR
benefit of approximately $57 million over their operating life. ~ This project

represents about $46 million of the base revenue increase in 2017.

Third, FPL is investing approximately $400 million in three large scale solar
projects during 2015 to 2016 that will continue its strategy of advancing clean

energy while keeping customers’ bills low. When complete, these projects
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will provide up to 224 megawatts (nameplate) of zero-emissions generation
while also providing significant fuel savings for our customers. The
evaluation of these large scale solar projects followed FPL’s process of
assessing the system benefits and performing economic modeling to ensure
there is an expected net benefit to customers. The three sites have inherent
advantages, including land that was already owned or under option and
locations that are near existing transmission and substation infrastructure. In
addition, these projects qualify for a 30% investment tax credit. FPL has
competitively bid components of the projects, including the panel supply
contract and the engineering, procurement and construction contract. As
reflected on Exhibit REB-11, all of these advantages provide customer
savings and lead to an expected customer CPVRR benefit of $26 million.
This project represents about $50 million of the base revenue increase in
2017, which is expected to be partially offset in 2017 with $26 million in fuel
savings and environmental benefits. Note that the base revenue requirements
will decline over time while the fuel savings are expected to increase over

time.

It is expected that the impact on 2017 base revenue requirements for these
generation upgrades will be partially mitigated by reductions in 2017 fuel
revenue requirements of about $66 million. Those fuel savings are expected to
grow over time while the base revenue requirements will decrease over time

providing net savings to customers.
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Capital Requirements for Growth

Capital Requirements for Growth, in this analysis, represent the capital
revenue requirements associated with the power delivery infrastructure needed
to support the addition of new service accounts to the system. The total
increase to revenue requirements in 2017 related to system growth is $184

million.

For the period 2014 through 2017, FPL estimates that it will add nearly
220,000 new service accounts as described in FPL witness Morley’s
testimony. Revenue requirements to support system growth include the costs
of expanding the transmission and distribution infrastructure to serve the

growth in new service accounts.

FPL will have invested more than $1.7 billion in distribution and transmission
infrastructure to support system growth, changing load patterns and the
addition of new service accounts over the 2014 to 2017 period. The
expenditures incurred to support growth are explained by FPL witness

Miranda.

Power Delivery Storm Hardening

FPL will invest approximately $1.7 billion from 2014 to 2017 in its storm
hardening program. As described by FPL witness Miranda, the Company has

been executing its approved 2013-2015 storm hardening plan to strengthen its

30



10

11

12

13

14

15

16

17

18

19

20

21

22

23

transmission and distribution infrastructure. As part of the 2016-2018 storm

hardening plan being filed contemporaneously with FPL’s petition for a base
rate increase, FPL will continue to focus its hardening efforts on critical
feeders. Our Power Delivery storm hardening investment program represents

about $175 million of the revenue requirements increase in 2017.

Regulatory Compliance

The Regulatory Compliance driver reflects an increase in base revenue
requirements of $50 million for the period 2014 to 2017 related to investments
and activities undertaken as required by state and federal governmental and
regulatory bodies.  These include expenditures related to increased
compliance costs for North American Electric Reliability Corporation
(“NERC”) and FERC reliability matters, as well as relocation of our facilities
as required by state agencies and local municipalities. These areas represent
capital expenditures of $325 million, and are discussed in detail by FPL

witness Miranda.

In addition, FPL will incur $136 million of expenditures to comply with
Nuclear Regulatory Commission (“NRC”) requirements primarily related to
the fire protection plan, containment sump performance and regulatory
commitments made in order to obtain license renewal for St. Lucie and
Turkey Point. These capital expenditures are further discussed by FPL

witness Goldstein.
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In total since 2013, investments that provide long term benefits to customers

resulting in a compliant, stronger, more reliable and efficient infrastructure,
represent about $829 million of revenue requirements in 2017.

Please explain the impact of the 2016 Depreciation Study and its effect on
2017 revenue requirements.

The Commission requires that all investor-owned utilities file a depreciation
study every four years. FPL’s current depreciation rates are based on a 2009
study approved as part of Order No. PSC-10-0153-FOF-EI (“2010 Rate
Order”). The filing of a depreciation study in 2013 was deferred pursuant to
the 2012 Rate Settlement. As described in further detail by FPL witnesses
Allis and Ferguson, FPL has made significant investments since the approval
of the last study in 2009, thus requiring an adjustment to FPL’s current
depreciation rates. The impact of the proposed depreciation rates included in
the 2016 Depreciation Study results in a system increase to base revenue
requirements of $206 million and an increase in retail base revenue
requirements of $195 million. This increase related to depreciation rates also
results in a modest reduction in rate base, providing a small reduction in 2017
revenue requirements of $8 million. Therefore, the net increase to 2017
revenue requirements resulting from the revised depreciation rates is $187
million.

Please explain the impact of the amortization of the Reserve Amount and
its effect on the 2017 revenue requirements.

The 2012 Rate Settlement allowed FPL to amortize up to $400 million of
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reserves, comprised of $224 million of depreciation reserve surplus remaining
from the 2010 Rate Order and $176 million of dismantlement reserves.
Together, this total of $400 million was defined in the 2012 Rate Settlement
as the Reserve Amount. Amortization of the Reserve Amount is recorded as a
credit to depreciation expense and a debit to the accumulated depreciation
reserve (i.e., an increase to rate base). The Company continues to have
flexibility in the timing of that amortization during the 2013 through 2016
settlement term so long as FPL’s ROE does not fall below 9.50% or exceed
11.50%. In September 2015, the available Reserve Amount was reduced by
$30 million, to $370 million, as part of the Cedar Bay Transaction stipulation
and settlement agreement approved by the Commission in Docket No.

150075-El, Order No. PSC-15-0401-AS-EL

Flexibility is one of the key features of the 2012 Rate Settlement. For the
settlement period of 2013 to 2016, by amortizing the non-cash Reserve
Amount, the Company has been able to offset variability in operating costs
and revenues while continuing to invest in capital projects that provide long-
term customer benefits and maintaining an appropriate earned ROE. As
discussed above, in 2013 FPL amortized $155 million of the Reserve Amount
to enable it to earn just under an 11% ROE. In 2014, FPL benefitted from an
increase in wholesale activities and significant cost reductions allowing for the
reversal of some of the amortization utilized in 2013. In 2015, FPL

experienced above normal weather contributing increases to base revenues
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and also continued to benefit from cost improvements, again allowing FPL to
reverse some of the amortization it had taken in 2013. Because FPL’s revenue
plans are based on normal weather, FPL projects that it will need to amortize
all of the remaining Reserve Amount in 2016, approximately $202 million,

which will enable it to earn an ROE of 11.35%.

When comparing the 2017 Test Year to 2013 actual results, the amortization
of the Reserve Amount during the 2013 to 2016 settlement period affects the
2017 revenue requirements in two ways. First, the $155 million reduction in
2013 revenue requirements from amortization of the Reserve Amount will no
longer be available in 2017. Second, the estimated $370 million of
amortization that will have been utilized through 2016 adds to rate base and
therefore increases revenue requirements in 2017 by $20 million. The
combined effect of both of these impacts is that 2017 revenue requirements
are $175 million higher than 2013.

Please describe the Inflation and Customer Growth driver and explain its
cumulative effect on the 2017 revenue requirements.

Inflation represents the increased costs for goods and services in 2017
compared to the cost of the same goods or services in 2013. Changes to the
CPI since 2013, including the forecast through 2017, indicate that inflation
will have added 6.3% to the cost of goods and services in 2017 relative to
2013. The forecast of CPI during the 2014 through 2017 period is derived

from third party subject matter experts and is discussed in more detail by FPL
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witness Morley.

As noted by FPL witness Morley, FPL is projecting approximately 6.3%
cumulative growth in total customers during the period 2014 through 2017.
FPL will incur additional non-fuel base O&M costs associated with providing

operational and administrative support to its growing customer base.

To be conservative, the calculation of the impact of inflation and customer
growth in this portion of the analysis has quantified only the impact on non-
fuel base O&M. Clearly, inflation and customer growth have also had an
impact on the cost of capital goods and services but those impacts have not
been quantified here. The impact of growth on capital investments was
discussed earlier. The impact of base O&M inflation and customer growth
over the 2014 to 2017 period on 2017 revenue requirements is estimated to be
$145 million. Refer to Exhibit REB-12 for the calculation of inflation and
customer growth over the 2014 to 2017 period.

Please explain the Difference in Weighted Average Cost of Capital and its
effect on the 2017 revenue requirements.

The 2017 requested rate of return is 0.04% higher than the 6.57% actual
earned rate of return reflected in the December 2013 ESR. The increase in the
weighted average cost of capital is driven by the required increase in ROE and
a modest decrease in customer deposit balances, partially offset by an increase

in the level of deferred taxes. As described by FPL witness Dewhurst, FPL is
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requesting an ROE of 11.50%.

Deferred taxes increased from 20.3% of the capital structure in 2013 to 22.7%
in the 2017 Test Year, primarily as the result of the continued availability of
bonus depreciation on eligible new investments in infrastructure. Deferred
taxes have a 0% cost basis in the capital structure, so the increased proportion
of deferred taxes lowers the weighted average cost of capital. In total, the net
effect of the items mentioned above results in increased revenue requirements
of $36 million.

Please describe the impact of Revenue Growth and its effect on 2017
revenue requirements.

As discussed by FPL witness Morley, FPL is projected to have higher retail
sales in 2017 than 2013, resulting in an increase in retail base revenues and a
corresponding decrease in revenue requirements of $196 million. Other base
revenues are projected to have increased by $21 million, resulting in a
corresponding decrease to revenue requirements. The overall impact of
increases to retail revenues is a decrease of FPL’s revenue requirements in
2017 by $217 million.

Please describe the impact of FPL’s productivity initiatives on 2017
revenue requirements.

FPL is projecting a reduction in revenue requirements of $175 million when
comparing the Company’s projected 2017 base O&M to a benchmark level of

base O&M in 2017. The benchmark used in this analysis begins with 2013
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actual expenditures as the base year and follows the Commission benchmark

approach, as reflected on MFR C-41, to calculate a 2017 benchmark level of
O&M. See exhibit REB-12 for the calculation. This reduction in base O&M
relative to the benchmark is comprised of $217 million of projected cost
savings, partially offset by $42 million in revenue requirements associated
with technology investments that will enable FPL to achieve these significant
savings. Project Momentum is the main catalyst that has contributed to FPL’s
tremendous success in lowering its operating costs since the last base rate
case. This has allowed FPL to continue to provide superior service to its
customers at a lower O&M cost in 2017, adjusted for inflation and customer
growth, than it cost to perform those same activities in 2013. FPL embarked
on Project Momentum from a position of strength; having a non-fuel O&M
per kWh cost position previously in the top decile of all utilities. The
improvements made through Project Momentum resulted in FPL being best-
in-class among the benchmarked Straight Electric Group since 2013, and
FPL’s performance in 2017 is projected to be even better than 2013. FPL

witness Reed further discusses FPL’s cost performance.

The productivity improvements that support this cost position are evident
across the Company and support FPL’s on-going initiative to keep O&M
expenses down, in order to save our customers money and improve service.
The efforts of FPL’s Nuclear business unit have reduced 2017 revenue

requirements when compared to 2013 despite increases due to inflation. As
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discussed in the testimony of FPL witness Goldstein, this is primarily the

result of the Nuclear Continuous Improvement Process, which engages
employees to develop and implement solutions to operate more efficiently

without compromising safety.

The Human Resources business unit, largely through successful management
of the Company’s benefits program and costs, has been able to reduce
nominal revenue requirements by approximately $26 million since 2013. The
Company’s successful cost control strategy has included a variety of plan

design initiatives as outlined in FPL witness Slattery’s testimony.

Throughout the rest of the organization, business units have been able to find
efficiencies to manage costs to fully offset the impact of customer growth and
inflation. These ongoing productivity improvements enable FPL to mitigate
inflation-related increases and help keep FPL’s costs among the lowest in the
industry.

Please describe the impact on 2017 revenue requirements due to the
increase in FPL’s wholesale business.

From 2014 through 2017, FPL has been able to increase the amount of
business it provides to wholesale customers. FPL’s ability to increase its
wholesale sales is beneficial to retail customers as FPL is able to spread its
costs over a larger customer base and thereby reduce the percentage of costs

allocated for cost recovery to its retail jurisdiction. This allows FPL to
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optimize the utilization of its assets and reduce the cost of the facilities that
are primarily constructed, operated and maintained (including associated
overheads) for the benefit of retail customers. As described by FPL witness
Deaton, the cost of service study performed for 2017 allocated a higher
percentage of rate base, revenue and operating expenses to wholesale
customers as compared to 2013. The higher allocation to wholesale customers

is projected to reduce the 2017 revenue requirements by $126 million.

V1. DRIVERS OF 2018 SYA

What is the total amount of FPL’s requested 2018 SYA?

FPL’s requested base revenue increase for 2018 is $262 million. For further
detail regarding the calculation of these revenue requirements, please refer to
FPL witness Ousdahl’s testimony.

Please explain why the 2018 SYA is necessary.

FPL’s revenue requirement increases significantly in 2018, and as reflected on
FPL witness Ousdahl’s Exhibit KO-3, without a subsequent year adjustment,
FPL’s ROE is expected to drop more than 100 basis points putting it below
the bottom of the range established for 2017 (i.e., below 10.50% if the
Company’s request of 11.50% is granted). Assuming FPL’s 2017 request is
granted in full, the 2018 SYA reflects only the incremental revenue need in
2018 in order to achieve a projected ROE equal to the requested mid-point of

11.50%. The drivers of the increase in revenue requirement from 2017 versus
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2018 are depicted in Exhibit REB-13.

What are the primary drivers of the net increase in 2018 revenue
requirements?

FPL’s retail rate base is forecasted to increase approximately $1.3 billion,
primarily as a result of the investments made to harden our infrastructure to
better withstand bad weather, support system growth, improve reliability and
ensure regulatory compliance. Exhibit REB-13 page 2 of 2 depicts the

revenue requirement in 2018 resulting from each of these capital initiatives.

The primary drivers of the increase in revenue requirements in 2018 are: (1)
capital investment initiatives that support storm hardening, increased
reliability, and system growth, and ensure regulatory compliance; (2) the
impact of inflation and customer growth; (3) an increase in the weighted
average cost of capital; and (4) revenue growth that partially offsets the
increase in revenue requirements. Each of these drivers will be discussed

individually, and they are summarized as follows:

Capital Initiatives $223 million
Inflation and Customer Growth $47 million
Change in Weighted Average Cost of Capital $31 million
Revenue Growth ($39) million
TOTAL $262 million
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Please describe the Capital Initiatives that impact 2018 revenue
requirements.

FPL continues to invest in projects that support system growth and provide
long term customer benefits such as O&M cost savings, increasing system

efficiency, fuel and emissions savings and improved system reliability.

During 2018, as discussed by FPL witness Miranda, the Company will invest
approximately $870 million to continue to strengthen its infrastructure to
better withstand bad weather, which results in a 2018 revenue requirement of
$95 million. In addition, FPL will incur approximately $280 million in order
to continue to provide superior reliable service to our customers through the
continued use of innovative technology to reduce outages and restoration
time. These reliability investments increase the 2018 revenue requirement by

$43 million.

Capital Requirements for Growth, in this analysis, represents the revenue
requirements associated with the power delivery infrastructure needed to
support the addition of new service accounts to the system. During 2018, as
described in further detail by FPL witness Morley, FPL projects to add
approximately 74,000 new service accounts within its territory. In order to
support this growth, FPL will incur approximately $570 million of capital
expenditures to expand the transmission and distribution infrastructure to

support the growth. This results in an increase of $76 million in revenue
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requirements for 2018.

FPL also projects an increase in base revenue requirements of $9 million for
the period 2017 to 2018 related to investments and activities undertaken as
required by state and federal governmental and regulatory bodies.

Please describe the Inflation and Customer Growth driver and the impact
on 2018 revenue requirements.

As described previously, inflation represents the increased cost of goods and
services in 2018 as compared to 2017. The CPI projection for 2018 indicates
that goods and services will cost 2.6% more relative to 2017. In addition, FPL
is projecting a 1.5% growth in its customer base in 2018. The impact of
inflation and customer growth on O&M in 2018 results in a $47 million
increase in revenue requirements.

Please explain the increase in the Weighted Average Cost of Capital and
its effect on the 2018 revenue requirements.

The 2018 weighted average cost of capital is 0.10% higher than the 2017
weighted average cost of capital. The difference is primarily attributable to an
increase in the long-term cost of debt, partially offset by a slight increase in
the proportion of the capital structure comprised of deferred taxes which have
a 0% cost. The increase in the weighted average cost of capital is projected to

increase the 2018 revenue requirements by $31 million.
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Please describe the impact of Revenue Growth on 2018 revenue

requirements.

Retail base revenue resulting from increased sales reflects modest growth
resulting in a decrease in revenue requirements of $38 million. Other base
revenues also increased by $1 million. The overall impact results in a

reduction in 2018 revenue requirements of $39 million.

VII. THE 2019 OKEECHOBEE LSA

Why is FPL requesting the 2019 Okeechobee LSA?

The Okeechobee Unit is expected to go into service in mid-2019 and therefore
is unaffected by the revenues received per the 2017 Base Rate Increase and
2018 SYA. The 2019 Okeechobee LSA will be limited to the revenue
requirements associated with the Okeechobee Unit, and the cost assumptions
used in developing the base revenue requirements for the 2019 Okeechobee
LSA are based on the Commission need determination in Order No. PSC-16-
0032-FOF-EI. This proposed treatment is analogous to the GBRA rate

increases FPL has received on several of its recent power plant additions.

Accordingly, FPL has filed the information for the 2019 Okeechobee LSA
that is required per Rule 25-6.0431, F.A.C., Petition for a Limited Proceeding,
and is proposing to begin recovering the first-year revenue requirements when

the Okeechobee Unit goes into service. FPL will request that its 2019 fuel
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cost recovery factors also be reduced as of June 1, 2019 to best match
recovery of the limited scope adjustment with its associated fuel savings. This
rate change synchronization is analogous to that used for each of the last
several gas-fired combined cycle units the Company has placed into service.
What is the impact on the projected ROE in 2019 due to the 2019
Okeechobee LSA?

The 2019 Okeechobee LSA is designed to preserve FPL’s opportunity to earn
at the mid-point of its requested ROE of 11.50% for the Okeechobee Unit
after the project goes into service. As determined in FPL’s last rate case,
Order No. PSC-13-0023-S-EI, Docket No. 120015-EI (issued January 14,
2013), and affirmed by the Florida Supreme Court (Citizens of the State of
Florida vs. Florida Public Service Commission, 146 So. 3d 1143 (Fla. 2014),
with respect to the GBRA increases for the Cape Canaveral Energy Center,
Riviera Beach Energy Center, and the Port Everglades Energy Center, the
base revenue increases are by definition “mid-point seeking,” i.e., they cannot
drive the Company’s earned ROE above its authorized mid-point. The 2019
Okeechobee LSA works in exactly the same fashion. FPL expects that other
cost increases and additional investment during the period following the in-
service date of the project will exert downward pressure on FPL’s earnings,
but as part of the four year proposal described previously, FPL it is not

seeking a rate increase at this time to recover any of those other costs.

44



10

11

12

13

14

15

16

17

18

19

20

21

22

23

VIII. TRANSFER OF THE MARTIN-RIVIERA GAS LATERAL

Please describe the facilities referred to as the Martin-Riviera Gas
Lateral (“MR-RYV Lateral”).

The MR-RV Lateral is an approximate 38-mile long, 20” diameter, natural gas
pipeline originating at the Martin Next Generation Clean Energy Center
(“Martin Plant”) located in Martin County and terminating at the Riviera
Beach Clean Energy Center (“Riviera Plant”) in Palm Beach County. The
pipeline is dedicated to providing natural gas to the Riviera Plant.

How are the base revenue requirements of the MR-RYV Lateral currently
being recovered from retail customers?

The MR-RV Lateral was included in the total cost of the Riviera Plant that
went into commercial operation on April 1, 2014. Accordingly, the base
revenue requirements for the MR-RV Lateral were included in the
Commission-approved GBRA for the Riviera Plant implemented on April 1,
2014 and are currently being recovered from retail customers through base
rates.

Please describe the proposed transaction involving the MR-RYV Lateral.
FPL is proposing to transfer the MR-RV Lateral and all related equipment,
working capital and operations, to its FERC-regulated affiliate, Florida
Southeast Connection (“FSC”) at net book value on the transaction date,
currently contemplated to be May 1, 2017. FSC is the owner and operator of

a 126-mile natural gas pipeline interconnected with the Sabal Trail pipeline at

45



10

11

12

13

14

15

16

17

18

19

20

21

22

23

1439

the Central Florida Hub in Osceola County and terminating at the Martin
Plant, and is the party with whom FPL has a long-term gas transportation
agreement commencing on May 1, 2017, the day on which FSC’s pipeline is
expected to go in-service. FSC would contract with FPL to provide firm gas
transportation from the Martin Plant to the Riviera Plant in the quantities and
other operating characteristics currently available to FPL through its
ownership of the MR-RV Lateral.

Why is a transfer of the MR-RV Lateral to FSC in the interest of FPL
customers?

As reflected on Exhibit REB-14, the transaction would be achieved at an
overall net savings to FPL customers. Preliminary estimates suggest a
CPVRR savings of $3 million over the life of the contemplated FPL-FSC
Contract, with customer savings starting in year one of the transaction.
Secondly, the transaction provides risk mitigation for FPL’s customers as all
operating costs are the responsibility of FSC and FPL is guaranteed a fixed
tariff rate. Finally, FPL customers benefit from the annual resetting of fuel
clause factors because the tariff reflects declining revenue requirements and
the fuel clause factors will be adjusted each year to reflect that decline.

What is the Commission being asked to approve in this proceeding?

FPL requests that the Commission approve the conceptual framework for the
transfer of the MR-RV Lateral from FPL to FSC in this proceeding. The
economic analysis on Exhibit REB-14 reflects current assumptions regarding

revenue requirements of the MR-RV Lateral implicit in FPL’s MFRs filed in
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this proceeding. The Commission’s decision on the various issues in this

proceeding may alter the resulting revenue requirements effective May 1,
2017.

Please describe the process by which the proposed transaction would be
reflected in customers’ rates.

If the Commission approves this conceptual approach, FPL would file a
petition in early 2017 that would confirm the cost-effectiveness of the
transaction and seek approval to implement a simultaneous change in base
rates and fuel charges. Specifically, following FERC approval of a negotiated
transportation agreement between FPL and FSC, FPL would file a petition
requesting approval to simultaneously lower base rates through a Pipeline
Base Rate Reduction (“PBRR”) and increase fuel clause factors to recover the
transportation charges that FPL would pay to FSC for the MR-RV Lateral
under the transportation agreement. The effective date of these proposed
changes to rates would be based on the date of transfer of the MR-RV Lateral.
It is expected that the net adjustment would be a reduction to the total amount
paid by FPL’s customers and FPL would proceed with the transaction only if
that is the case. The amount of the reduction would be documented in the
supporting exhibits to FPL’s petition. FPL proposes to implement the PBRR
as a percentage reduction in base rates for every rate class consistent with how
FPL has implemented GBRA increases.

Does this conclude your direct testimony?

Yes.
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1 BY MR BUTLER:
2 Q M. Barrett, do you have exhibits that were
3 identified as REB-1 through REB-14 attached to your

4 prepared direct testinony?

5 A Yes.

6 MR, BUTLER: Ckay. Madam Chair, | would note
7 that those have been pre-identified as Exhibits 79
8 t hrough 92.

9 CHAI RVAN BROAN:  Not ed.

10 MR, BUTLER. And --

11 CHAIl RVAN BROAN: And staff, at this time --
12 M5. JANJIC  Yes.

13 EXAM NATI ON

14  BY Ms. JANJIC
15 Q Good evening -- or good afternoon,

16 M. Barrett.

17 A Good afternoon.

18 Q Have you reviewed Staff Exhibit 579?

19 A | have.

20 Q It is nmy understanding that FPL provided an

21 anended response to OPC s second set of interrogatories,
22 No. 105; is that correct?

23 A That's correct, yes.

24 Q Did you prepare the exhibits |isted under your

25 name, including the anended response, which is

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 di scussed, or were they prepared under your supervision?
2 A Yes, they were.

3 Q Are these exhibits true and correct to the

4 best of your know edge and belief?

5 A Yes.

6 Q Wul d your responses be the sanme today as when
7 you prepared thenf

8 A Yes.

9 Q Are any portions of your listed exhibits

10 confidential? |If so, can you tell ne which ones?

11 A Yes. Let's see. Staff Exhibit 460. It's

12 OPC s first set, No. 3, Attachnment 3.

13 CHAI RMVAN BROMWN:  Ckay.

14 THE W TNESS: GCkay. And Staff Exhibit 492,
15 AARP's third set, No. 74.

16 CHAI RMVAN BROWN:  Ckay.

17 M. JANJIC. Al right. Thank you.

18 THE WTNESS: Thank you.

19 CHAI RMVAN BROWN:  That was 74. No. 74.

20 Staff, proceed.

21 MR. BUTLER: Are you done?

22 M5. JANJIC. Yes, we're conplete. Thank you.
23 CONTI NUED DI RECT EXAM NATI ON

24 BY MR BUTLER

25 Q M. Barrett, would you pl ease provide a
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1 summary of your direct testinony.

2 A Yes.

3 Madam Chair and Conm ssioners, thank you for
4 the opportunity to speak with you today.

5 FPL's 2012 settl enment agreenent has benefited
6 custoners by allowi ng the conpany to focus on

7 operations, reduce base operating costs, and

8 consistently maintain the |lowest typical bill in the
9 state.
10 Wth that agreenent due to termnate at the

11  end of 2016, FPL filed a four-year rate proposal that

12 seeks a base-revenue increase in 2017 of 866 mllion; a
13 subsequent - year base-revenue increase in 2018 of

14 262 mllion; and a |imted-scope adjustnent in 2019 of
15 209 mllion, when the Okeechobee C ean Energy Center

16 enters service.

17 FPL has agreed to forego a general base-rate
18 I ncrease until at |east 2021 if our requested relief is
19 granted. This four-year rate proposal would provide

20 |l ong-termrate stability for custonmers, regul atory

21 efficiency, and is expected to produce total residential
22 custoner bills that grow roughly in line with inflation
23  over the four-year period.

24 My direct testinony in this case is focused on

25 five fundanental issues; the values to custoners of
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1 FPL's four-year rate proposal; the reasonabl eness of
2 FPL's financial forecasts and its reliability for
3 setting base rates; the cost drivers behind our request;
4 the necessity of a step increase for the recovery of the
5 cost of the Okeechobee Cl ean Energy Center; and the
6 conpany's proposal to save custonmers noney by
7 transferring its Martin-to-Riviera gas lateral to the
8 Fl ori da Sout heast Connecti on.
9 First, FPL has a long history of operating
10 under mnulti-year settlenent agreenents. The stability
11 and certainty provided by those agreenents have al | owed
12 FPL to focus on delivering a superior |evel of service
13 to its custoners while also attaining best-in-class,
14 non-fuel O & M cost perfornmance, and | ower custoner
15 Dbills offering an unrival ed val ue proposition to our
16  custoners. FPL's current four-year proposal would allow
17 the conpany to continue the successful strategy.
18 Second, the financial forecasts used in
19 preparing the 2017 and 2018 MFRs i s reasonabl e for
20 setting FPL's rates. As the vice president of finance
21 for FPL, | oversee the devel opnment and approval of the
22 conpany's budgets. And | can assure you the process is
23 ri gorous.
24 It includes the input of subject matter
25 experts on all major assunptions as extensively revi ewed
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1 prior to its approval by managenent. The conpany's
2 forecast has a good track record of accuracy and,

3 accordingly, is very reliable for use by this Conmm ssi on

4 In setting rates.
5 Third, Exhibit REB-8, on the boards behi nd ne,
6 Illustrates the major drivers of the conpany's increased

7 revenue requirenments beginning in 2013, the year base

8 rates were | ast set, and running through 2017, the test
9 year in this proceeding.

10 The principal factors or drivers that have

11 I ncreased our costs are capital inprovenents to inprove
12 systemreliability and efficiency, strengthen our

13 I nfrastructure, and support systemgrowth, inflation,
14 custoner growth, increases in depreciation expense and
15 the inpact of reserve anortization.

16 At the sanme tinme, FPL has been able to

17 significantly reduce its operating costs over this

18 period. As a result of streanlining processes,

19  depl oying technol ogy to enabl e automati on and ot her

20 actions focused on operating efficiency, FPL has reduced
21 its revenue requirenents by $175 mllion in January of

22 2017, as seen on the O & M productivity bar.

23 Simlarly, continued capital investnents in

24 I nfrastructures, the primary driver of the need for

25 262 mllion in increnental revenues, reflected in our
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1 subsequent - year adj ust nent.
2 Fourth, ny testinony explains why the
3 conpany's requested 209-mllion step increase for the
4  (Okeechobee Unit in md-'19 is necessary and appropri ate.
5 FPL proposes this step increase occur at the tine the
6 plant is placed in service to provide for the base
7 revenue requirenents for the first 12 nonths of its
8 oper ati on.
9 The Ckeechobee plant has been approved by the
10 Commi ssion and is expected to be placed in service in
11 m d-2019. |It's projected to be nore fuel-efficient than
12 the overall system and will generate inmedi ate fuel
13 savi ngs for our custoners.
14 FPL is al so proposing that the step increase
15 coincide with the correspondi ng reduction and fuel -
16 adjustnent factors so that custoners receive the proper
17 price signals when the Ckeechobee plant goes into
18 servi ce.
19 Finally, ny testinony seeks Comm ssion
20 approval of the framework to transfer the FPL Martin-to-
21 Riviera gas lateral pipeline to the Florida Southeast
22 Connection. The transaction is structured to provide
23 custoner savings --
24 CHAI RMAN BROWN: 30 seconds.
25 A -- through the Iife of the pipeline. It would
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1 mtigate the risk of FPL's custoners because al

2 operating costs would be the responsibility of FSC

3 I n concl usion, under the four-year 2012

4 settl enent agreenent, FPL has kept customer bills anpong
5 the lowest in the state and focused on further inproving
6 Its operating efficiency and productivity.

7 The four-year rate proposal that we are now
8 requesting will enable us to continue to provide that
9 value to custoners through the end of the decade.

10 Thank you.

11 CHAI RMVAN BROWN: Thanks, M. Barrett.

12 (Transcript continues in sequence in Vol une
13 12.)
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