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for cross-exam nati on.

Rehw nkl e.

and Conm ssi oners.

tinme today, so | feel like it's norning.

we See you.

passed out two exhibits. One nuch themis

confidential and the other one is not.

one,

gotcha exhi bit.

marked at this tine? Gotcha?

PROCEEDI NGS
CHAl RMVAN BROWN: Thanks, M. Barrett.

MR, BUTLER: Thank you, | tender the w tness

CHAI RVAN BROMN:  Thank you.

And good afternoon, and wel cone. M.

MR. REHW NKEL: Good norni ng, Madam Chair man

CHAl RMAN BROWN:  Aft er noon.

MR. REHW NKEL: Good afternoon, it's ny first

CHAI RMAN BROWN: It may be norning next tine

MR. REHW NKEL: Yeah.

Madam Chai rman, | am passing out -- having

CHAI RVAN BROMAN:  Ckay.

MR REHW NKEL: And I, the nonconfidenti al

the conmpany is free to look at it, it's not a

CHAI RMVAN BROWN:  Ckay. Wbuld you |ike that

MR. REHW NKEL: Yes, | amgoing to deal with
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the confidential one first.

CHAI RMVAN BROWN: Ckay.  So.

MR, REHW NKEL: And that docunent needs to be
entitled, very generically, confidential OPC
cross-exam nation Exhibit 1, and if | could get a
nunber for that.

CHAI RMAN BROWN:  Sure, it is 636. And we will
| abel it as such.

(Wher eupon, Exhibit No. 636 was marked for
i fication.)

MR. REHW NKEL: While it's being passed out.
| wanted to nmake clear for the record, that | have
provided this exhibit to the conpany, and | believe
that I worked out the way to get the information
that is confidential into the record in a way that
preserves the confidentiality of the conpany.

CHAI RMAN BROWN:  Ckay.

MR, REHW NKEL: | don't -- and | assune that
it's being passed out to people who the conpany
agrees can view confidential infornmation.

CHAI RMAN BROWN:  FPL, can you confirmthat?

MR, BUTLER:  You know, it's been -- | did not
witness its being passed out. If it was passed out
to M. Skop or to Wal -Mart representatives, then |

believe that it should not be because we do not
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1 have confidentiality agreenents with them

2 CHAI RMAN BROWN:  Ckay, it looks like it was

3 passed out to the appropriate people.

4 MR BUTLER  Ckay.

5 CHAl RVAN BROMN:. Pl ease proceed.

6 MR. REHW NKEL: Thank you.

7 EXAM NATI ON

8 BY MR REHW NKEL.:

9 Q Good afternoon, M. Barrett?

10 A Good afternoon, M. Rehw nkle.

11 Q Aside fromthe changes well, | guess you

12 stated in response to M. Butler that you have no

13 changes to your testinony and that the only

14 nodi fications therein are subject to the KO 19 and KO 20
15 exhi bi ts?

16 A Correct.

17 Q Ckay. Can you turn to what's been identified
18 as Exhibit 636, please?

19 A | have it.

20 Q Ckay. Since FPL is asserting confidentiality
21 for certain information contained on pages three and

22 four of this exhibit, I amgoing to ask you a series of
23 questions, and I want you to be very careful in

24 answering just the questions | ask. Wth either a yes
25 or a no, or tell nme that you cannot answer it with a yes
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1 or no and we wll -- we will regroup, do you understand
2 t hat ?

3 Yes

4 Q kay

5 MR, REHW NKEL: And Madam Chairman, for the

6 record, | have passed out an exhibit with hand

7 nunbered and upper right corner, and circled, one,
8 two, 2A and three and four.

9 CHAI RMAN BROWN:  Yes, | will note and that is
10 Exhi bit 636.

11 MR, REHW NKEL: Ckay. And every exhibit

12 shoul d have both those. W nade sone nodifications
13 at the |l ast second, so | apologize if there are any
14 conpilation errors, they are ny fault and we w |
15 rectify themif anyone needs that.

16 BY MR REHW NKEL.:

17 Q So, M. Barrett, can | get you to turn to page
18 four of Exhibit 6367

19 A | am there.

20 Q And can you tell me, is the information

21  contained on that page, information that you provided in
22 t he di scovery process?

23 A It is.

24 Q Can you turn to page three? Do you see the

25 encircled handwitten D, there?
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1 A | do.

2 Q Shoul d that information be shown as a

3 nodi ficati on on page four of the exhibit, as it applies
4 to the nunbers that have a dollar sign in front of thenf
5 A Yes.

6 Q Ckay. Would you pl ease make that change in

7 your handwiting on page four and place your initials

8 next to it?

9 MR, MOYLE: Did he say D as in David or B as
10 i n boy.

11 MR. REHW NKEL: D as in David.

12 MR, MOYLE: Thank you.

13 BY MR REHW NKEL:
14 Q Ckay, M. Barrett, wth that nodification next
15 to your initials, is the informati on on page four of the

16 exhibit true and correct?

17 A Yes.

18 Q Exhi bit 6367

19 A Yes.

20 Q kay. Let ne ask you now to turn to page

21  three of Exhibit 636, and tell ne apart fromthe

22 handwritten notations on page three is the information

23 identical to the information on page four of Exhibit

24 6367

25 A Yes.
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1 Q Ckay.

2 MR, REHW NKEL: And Madam Chairman, for the
3 record, the handwitten notations are in ny

4 handw i ti ng.

5 THE COURT: Thank you.

6 BY MR REHW NKEL.:

7 Q Now, let nme ask you to turn to page one of

8 Exhibit 636.

9 A Ckay.

10 Q And tell nme does the typewitten page nunber
11 at the bottom center of that page correspond to a page
12 nunber of your prefiled direct testinony?

13 A Yes.

14 Q Ckay. Do you see the handwitten Ain the
15 circle with an arrowto a portion of the typewitten
16 I nformati on on page one of Exhibit 6367

17 A | do.

18 Q Now | et ne ask you to turn to page three of
19 Exhibit 636. Do you see the A with an arrow next to
20 sone information on that page?

21 A Yeah.

22 Q Ckay. Can you tell nme if the information next
23 to the A on page three of Exhibit 636 should be

24 substituted for the information next to the A on page

25 one of Exhibit 6367
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1 A Yes.

2 Q Ckay. Let ne -- and | was going to ask you
3 based on the revised information that is contained on
4 page four of Exhibit 636, which is information you

5 provi ded through the di scovery process; is that right?
6 A That's correct.

7 Q Ckay. Now please turn to page two of Exhibit
8 636. Does the page nunber at the bottom center of that
9 page correspond to a page of your direct testinony?

10 A It does.

11 Q Ckay. And do you see the handwitten A and

12 handwitten B encircled next to the typewitten

13 I nformation contai ned on page two of Exhibit 6367
14 A Yes.
15 Q Ckay. Do you see other handwitten

16 nodi fications to the typewitten information on that

17 page?
18 A Yes.
19 Q G ven the information that you have provi ded

20  through discovery on page four of Exhibit 36, are the

21 handwitten nodifications plus the substitutions or

22 I nsertion of the information in A and B appropriate?

23 A Yes.

24 MR, BUTLER: | amsorry, M. Rehw nkle.

25 MR. REHW NKEL: Yes.
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1 MR, BUTLER: | just need to break in here.
2 Wthout revealing confidential information, the B
3 on that page, the units seemlike they are nmaybe
4 not right.
5 MR, REHW NKEL: Yes.
6 BY MR REHW NKEL.:
7 Q M. Barrett, should the unit next to B on page
8 two reflect the same nodification that is on the D on
9 page three?
10 A Yes. Thank you, M. Butler.
11 Q Thank you. M. Barrett, further, do you agree
12 wth those nodifications, the information on page two of
13 Exhibit 636 is accurate?
14 A Yes.
15 Q Ckay. Let nme ask you to turn to page 2A of
16 Exhi bit 636. Does the page nunber at the bottom center
17 of that page correspond to a page of your direct
18 testi nony?
19 A Yes, it does.
20 Q G ven the information that you are provided
21 through discovery on page four of Exhibit 636, are the
22 handwritten nodifications, plus the substitution of or
23 I nsertion of the information in A and B appropriate?
24 A Yes.
25 Q Further, do you agree that with those
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1 nodi fications, the informati on on page 2A of Exhibit 636

2 I S accurate?
3 A Yes.
4 Q Ckay. Now let ne ask you to turn to page

5 three of Exhibit 636. |Is the handwitten hypothetical

6 statenent next to the handwitten encircled C accurate
7 given the assunptions contained there in, assum ng that
8 you were legally able to do that?

9 A G ven the last qualification that you put on
10 there, that it would not violate our current agreenent,
11 then I would say, which is not the case, this is just a
12 hypot heti cal .

13 Q Yes.

14 A But given that, then | would say that the math

15 woul d be correct.

16 Q kay. Thank you, M. Barrett.

17 MR, REHW NKEL: Madam Chai rman, those are all
18 the questions that | have from Exhibit 636.

19 CHAI RMAN BROWN:  Thank you. You did that very
20 delicately.

21 MR, REHW NKEL: Thank you. And | would

22 caution that because of the way we did this, and

23 because of the way the information is, | could not
24 construct another way to do it, and | think any --
25 anyone el se wanting to cross or question on this
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1 exhi bit should be very careful, in fact, probably
2 shoul d consult with M. Butler before they do so.

3 CHAI RVAN BROMN: It may be appropriate for

4 M. Butler to say, but --

5 MR, BUTLER: | wel cone his assistance, that's
6 true. It's kind of a matter of conplex and easily
7 over |l ooked rel ati onshi p between sone of the

8 information that's on there that we need to be sure
9 I f people did have questions what questions woul d
10 be post ed.

11 CHAl RMVAN BROWN:  And we will do that in order,
12 M. Rehw nkl e, please proceed.

13 MR, REHW NKEL: Thank you, Madam Chai r man.

14 BY MR REHW NKEL.:

15 Q Ckay, M. Barrett the four-year conm tnent

16 that you nention in page seven of your direct testinony
17 as you have described it. It does not cone with a

18 comm tnent not to seek clause recovery for costs that
19 historically and traditionally are recovered in base

20 rates over that four-year period, does it?

21 A Let ne just clarify that. Mybe you coul d

22 repeat that for ne.

23 Q Yes. On page seven --

24 A Yes.

25 Q -- of your testinony, beginning on |line eight
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1 on your direct, you discuss a four-year commtnent, 17,
2 18, 19 and 20, that you won't see base rate relief other
3 than what you requested here if all of your relief is

4 requested, is that right?

5 A That's correct.

6 Q Ckay. My question to you is, as apart of that
7 commtment, you are not stating that the conpany w ||

8 not seek clause recovery for costs that are

9 traditionally and historically recovered in base rates;
10 Is that right?

11 A That's correct. | nean, ny testinony is

12 silent on that point.

13 Q Ckay.

14 A | would say that we would bring before the

15 Comm ssion for clause recovery listings that we would

16 think that the Conm ssion would find appropriate for

17  clause recovery.

18 Q Are you aware of any utility in Florida

19 recei ving 100 percent of a general base rate increase

20 that they requested?

21 A No, | am not.
22 Q Ckay. Has any --
23 A Nor am| famliar with any utility that's

24 commtted to stay out for four years either.

25 Q Has FPL ever received 100 percent of the base

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



1464

1 rate increase request in a general rate case, to your

2 know edge?

3 A Not to ny know edge.

4 Q Has -- to your know edge, has a utility in

5 Florida ever settled with parties for 100 percent of its
6 base rate increase as a part of a general rate case?

7 A | don't know.

8 Q Has FPL ever settled, to your know edge, for

9 100 percent of a base rate increase that it's requested?
10 A Yes and no. | have guess | would say the 2010
11 settl enent agreenent, because of the additional -- or

12 excuse nme, the 2012 settlenent agreenent, with the

13 additional GBRA recoveries actually ended up being nore

14  than what we had requested in that rate case.

15 Q Isn't it true that the GBRA recoveries were

16 not a part of the rate case requested?

17 A That's true.

18 Q Do you know if the Florida Public Service

19 Comm ssi on has ever granted a rate increase, and then

20 prohibited a utility for filing for another base rate

21 I ncrease within a certain tinme period?

22 A | don't know.

23 Q Has the Florida PSC ever granted FPL a rate

24 I ncrease and then prohibited FPL fromfiling for a rate

25 I ncrease for a certain period?
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1 A Not outside of a settlenent agreenent where
2 FPL had agreed to stay out.
3 Q Ckay. Have you ever been advised that such a
4 stay out provision would be legal if the conpany did not
5 agree to it?
6 A | can't opine on the legal nature of it.
7 Q | guess ny question was if you had ever been
8 advised that was | egal ?
9 A | -- not directly that | can renenber, but I
10 assune so or we wouldn't have asked for it.
11 Q Ckay. If the FPL's custoners do not think
12 that having FPL stay out in 2019 and 2020 is worth the
13 cost of paying 100 percent of FPL's 2018 -- 2017, 2018
14 and 2019 request, do you think the Comm ssion shoul d,
15 neverthel ess, grant it?
16 A | think that the Comm ssion should weigh the
17 evi dence here, and | ook at the request in its entirety,
18 I ncluding the stay out provision and ultimtely
19 determ ne what's in the public interest and what is best
20 for our custoners.
21 Q s it your opinion that a conm ssion in 2016
22 can bind a comm ssion in 2019 or 2020 fromgranting a
23 base rate increase if FPL, neverthel ess, asks for one?
24 A | don't know.
25 Q Ckay. On your direct at page 10, lines 16
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1 through 17, you reference sone costs that you expect to
2 I ncur, | guess in the formof dowward pressure in 2019
3 If they don't, do you see that?
4 A | do.
5 Q Ckay. And you state that FPL is not seeking a
6 base rate increase, at this tinme, for those costs, is
7 that right?
8 A That's correct. The extent of our base rate
9 request in this proposal is 2017, 2018 and the limted
10 scope adjustnent for Ckeechobee, despite the fact that
11 we anticipate that costs will continue to go up in 19
12 apart from Ckeechobee and 2020.
13 Q So are you aware of a utility in Florida ever
14 havi ng a general base rate increase request pending for
15 a period that is three years out?
16 A From whi ch period are you referring to?
17 Q Vell, we are in 2016, so 2019 is three years
18 away, right.
19 Yes.
20 Q Ckay. Are you aware of a utility ever asking
21 for a rate increase that far out? A general base rate
22 I ncrease”?
23 A | am not aware of any utility doing that, but
24 at the sane tinme we do a lot of things that a | ot of
25 utilities don't do. | think we are putting forward an
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1 I nnovative proposal for the Conm ssion's consideration
2 to determ ne whether you believe it would be in the

3 custoner's interest for us to be able to stay out and
4 give us the tools that we need to be able to stay out

5 for four years.

6 Q So you didn't file an MFR for 2019, did you?
7 A That's correct, we did not.

8 Q And you didn't file a forecast for 2019,

9 right?

10 A That's correct.

11 Q Under your four-year comm tnment proposal, you

12 would not be prohibited from seeking or receiving

13 interimbase rate relief in 2020 in advance of a

14 hypot heti cal change in base rates on 1/1/2021, would

15  you?

16 A | don't know, but let ne clarify our

17  commtnment, if | may, our commtnent is to not seek for
18 rates to go up before 2021

19 Q So, then is the answer to ny question if you
20 filed a rate case in, say, March of 2020 for rates to
21 becone effective, base rates to becone effective on

22 1/ 1/ 21, you would not be seeking a -- an interimaward
23 for the period between the filing and the effective date
24 of final rates?

25 A That's correct.
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1 Q Ckay. That's not in your testinony, is it?
2 A No. Well, | guess it sort of is in that ny
3 testinony says we would not be seeking for any increase
4 in rates until 2021, so | guess, dependi ng on whet her
5 you think getting interimrates in 2020 is that or not.
6 | thought our proposal was pretty sinple.
7 Q Ckay. Isn't it true that in your role, as a
8 seni or executive of FPL, you are on a teamthat is
9 tasked with approving major projects for FPL?
10 A Yes.
11 Q Ckay. And based on that role, you cannot say
12 that there was ever an expectation that the conpany
13 would receive an RCE inflater or adder of 50 basis
14 poi nts above and beyond your authorized cost of equity
15 as determ ned by this Conm ssion, can you?
16 A | think that there is an expectation the
17 Comm ssi on can and shoul d seriously consider giving us
18 the 50 basis point adder, if that's your question.
19 Q That wasn't ny question. M question was, was
20 there -- well, in approving the projects that you have
21 approved up until the day before today -- up until
22 today, have -- was there ever an expectation in
23 approving those projects that you would receive a 50
24 basi s poi nt adder?
25 A | think I know where you are going, but let ne
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1 be clear, and let nme just clarify and see -- because

2 when your tal king about projects, for instance, the

3 Okeechobee plant, is that a project in the construct of

4  your question?

5 Q Any project that the conpany has approved,

6 whether it's capital or |arge O&M spent?

7 A The projects that we have approved have not

8 assunmed any adder.

9 Q kay. You can -- you are not testifying here
10 today that the conpany has ever w thheld taking action
11  to benefit custoners, because the Conm ssion has not
12 awarded FPL an extra profit inflater, or adder as you
13 called it, right?

14 A That's correct.

15 Q Ckay. Al right. |If FPL had overstated its
16 &M expenses in each of the last two rate cases, woul d
17 you agree that it is possible that FPL may be over

18 stating its O&M expenses in the current rate case as

19  well?

20 MR BUTLER. | amgoing to object to the form

21 of the question. | don't believe there is any

22 evi dence that FPL overstated its expenses in prior

23 cases.

24 CHAI RMVAN BROWN: M. Rehw nkl e.

25 MR, REHW NKEL: Well, Madam Chairnman, maybe we
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1 can | ook at sone evidence. | would w thdraw that
2 guestion for now --
3 CHAI RMVAN BROAWN:  Ckay.
4 MR. REHW NKEL: -- and ask that the other
5 exhi bit, the nonconfidential one that | passed out,
6 be identified.
7 CHAI RMVAN BROWN:  Absolutely. We will mark
8 that as 637.
9 (Wher eupon, Exhibit No. 637 was marked for
10 I dentification.)
11 CHAI RMAN BROWN:  And that is FPL's response to
12 AARP' s interrogatory 67 and 68.
13 MR, REHW NKEL: Yes.
14 BY MR REHW NKEL.:
15 Q M. Barrett, are you famliar with these
16 interrogatory responses?
17 A Yes.
18 Q Can | ask you to turn to what is the third
19 page of the exhibit and page two of two of interrogatory
20 response 677
21 A Yes.
22 Q kay. | would ask you to read al oud the
23 second full paragraph that starts with the phrase "in
24 order".
25 A The whol e paragraph?
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1 Q Yes, please.
2 A In order to make an appropriate conparison
3 between FPL's actual adjusted O&M expenses for 2010, and
4 the adjusted test year O&M for 2010, additiona
5 adj ustnents resulting fromFPL's final order in docket
6 nunber 080677-El, order nunber PSC-10-0153-FOFElI, need
7 to be applied to the projected 2010 test year. The 2010
8 test year O8M after these additional adjustnents is one
9 billion 504.546 -- well, | got confused there -- one
10 t housand five-hundred-four point five-four-six mllion,
11  and can be found in colum five of MFR Schedul e C 37,
12 docket nunber 12-0015-El. The variance between this
13 anount and the adjusted actual O&Mis 97.328 mllion
14 which is 6.5 percent of the forecasted test year anount.
15 Q Ckay, thank you.
16 And in FPL's 2000 -- and in that rate case
17 that is referenced here, the hearing was held in 2009
18 and the test year was 2010; is that right?
19 A That's correct.
20 Q Ckay. The variance that's referenced here, is
21  that nore or |ess than what was forecast for the 2010
22 test year on an appropriate conparison basis?
23 A The actual cane in lower than the test year.
24 Q By 97 mllion?
25 A Yes.
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1 Q In your 2012 rate case, you used a 2013

2 projected test year, correct?

3 A Correct.

4 Q Ckay. Let nme ask you to turn to page -- |

5 don't really know what page it is, but turn to

6 Interrogatory 68. | will give you a mnute to | ocate

7 t hat .

8 A | am there.

9 Q And | would ask you to turn to page two of

10 t wo.

11 A | am there.

12 Q Ckay. And in lieu of asking you to read this

13 entire paragraph, it's very simlar in structure to the

14 one you read aloud, is that correct, with sone --

15 A Appears to be.

16 Q -- different nunbers in different orders,
17  right?

18 A Appears to be.

19 Q Ckay. And what is the actual O&M vari ance

20 there on an appropriate conparison basis?
21 A 130, 553, 000.
22 Q And that's less than -- the actual was |ess

23 than the projected anount by that anount, correct?

24 A It was, and may | explain?
25 Q  vell --
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1 A Going back to the 2010 that we just spoke
2 about, the $97 mllion variance was really the result of
3 the worsening econonm c conditions that we saw com ng out
4 of the -- or actually going into the depths of the
5 recession, and sone of the concerns we had about the
6 growh in the business, and having to pull back on sone
7 of that.
8 It also reflected, quite honestly, of what we
9 perceived to be a pretty unfavorabl e regul atory outcone
10 fromthe rate case, where we had to actually pull back
11  sone activity. W had announced a delay or referral
12 with sone projects. Also the -- sone staff reductions
13 m dway t hrough that year, and so that contributed to
14  that actual expense in 2010 being |lower than what it had
15 been forecasted.
16 And | would also add that, in ny view, that
17 doesn't inpugn the forecast. It basically says we took
18 action. |It's a dynam c business and we don't just sit
19 still. W take action.
20 | go to 2012, the nunbers we were just
21 speaki ng about and -- or excuse ne, 2013, | believe is
22  the reference fromthe 2012 case, and the $130 million
23 reduction was the significant efforts that we took to
24 | nprove our productivity once we had entered into a
25 settl enent agreenent. Again, in this case, a four-year
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1 settl enent agreenent. And, again, just pointing out the
2 val ue of the four-year agreenent, it allowed us to then
3 pi vot quickly to how can we increase the productivity.

4 You heard from many of our w tnesses, over the |ast few
5 days, about the actions that we have taken to inprove

6 productivity through autonati on and depl oyi ng capital,

7 et cetera. And so in 2013, the underrun is largely due
8 to those actions taken by the conpany.

9 Q M. Barrett, variations between projected

10 fossil plant overhaul expenses and actual expenses, and
11 the specific timng of when actual fossil plant overhau
12 expenses are incurred could also be two reasons why

13 actual expenses m ght be | ower than budgeted or

14  forecasted expenses in any given year, correct?

15 A They coul d be.
16 Q Ckay. Thank you.
17 A I n sone cases, our actions have been the cause

18 of being able to extend outage intervals.

19 Q Thank you.

20 On your direct on page 32, if | could ask you
21 to turn there, line four.

22 A Yes.

23 Q This is where you begin discussing the

24 depreci ation study as a driver of your rate case

25 request, correct?
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1 A Correct.

2 Q By the way, on -- is it 829 or 8267 | have
3 been working on 826. What's the right 2017 revenue

4 requi renent ?

5 A The far right, the 866, is the filed nunber,

6 which is now 826 as a result of KO 20.

7 Q Ckay. What's 829 up there?
8 A 829 is the first driver, which is the capital
9 initiatives that we have undertaken, and it's further

10 bl owmn up on the second chart.

11 Q kay. So --

12 A It's a waterfall that kind of wal ks through
13 each of the pieces.

14 Q So the 829 there is not the sane as the 826?
15 A No, it's close in nunmerical value but not

16 rel at ed.

17 Q Al right. Thank you.
18 In your 2016 depreciation study that is filed
19 in this case, and is one of the drivers on your chart

20 there, it was assunmed that there would be no anmount of
21 the 2012 anortization reserve left to anortize; is that
22 correct?

23 A That's correct.

24 Q Ckay. And in the MFRs that you filed for

25 2017, the depreciation in dismantlenent reserve as filed
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1 is $370 mllion higher, and assunes full anortization of
2 the regulatory -- of the reserve -- the anortization

3 reserve, is that correct?

4 A | am going to have to have you repeat that. |

5 am sorry.

6 Q kay. In the MFRs that you filed for 2017 --
7 A Yes.
8 Q -- the depreciation and di snantl| enent reserve

9 bal ances are $370 nillion in the aggregate higher than
10 they would be had you not had the anortization reserve
11 avai | abl e?

12 A That's correct.

13 Q And they assune full anortization of the

14  anortization reserve, is that correct?

15 A At the end of '16, yes.

16 Q So your filed rate base assunes -- the net

17 pl ant portion of your filed rate base assunes no anount
18 of the 2012 anortization reserve is available, is that

19 correct?

20 A By available, do you nean | ess --

21 Q It's fully anortized.

22 A That's correct.

23 Q kay. If the reserve surplus that dates, in
24  part, back to 2009 -- and is that a fair -- does a

25 portion of that 2012 reserve anortization, does that
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1 date back to the 2009 rate case?

2 A Yes and no. There is a portion of it that

3 does, 224 mllion of the 370. The other hundred and --
4 | guess it's 34 mllion, or 146 mllion relates to

5 dismantlenent, of which was a creation of the 2012

6 settl enent agreenent.

7 Q Ckay. But at least the majority of the

8 anortization reserve that was available as a result of
9 the 2012 settlenent relates back to the surplus that was
10 found by the Conmm ssion and ordered anortized in 2009
11 and as nodified in the 2010 settlenment, is that correct?
12 A That's correct.

13 Q Ckay. If that anount -- if that portion of
14 the reserve anortization is governed by the 2012

15 agreenent that you entered into with certain parties is
16 assuned to be zero for purposes of calculating

17 depreciation rates, and is not used up because of the
18 limtation on earnings, and that agreenment expires on
19 Decenber 31, 2016, what is to prevent FPL from keepi ng
20 it for the benefit of sharehol ders?

21 A There is no provision for us to keep it if we
22 have not anortized it, it will sit in the reserve,

23 | owering rate base.

24 Q Well, would you -- we have established it's

25 not part of the depreciation study, and not considering

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



1478

1 in determning rates, correct?

2 A | think the exact answer to the question was

3 It was considered to have been fully anortized.

4 Q So if there were to end up being a positive

5 balance in there -- which we don't know -- there is no

6 provision in the settlenent agreenent or in orders of

7 t he Comm ssion that disposes of that -- those dollars,

8 or those hypothetical dollars; is that correct?

9 A That's correct. And if | may, the settlenent
10 agreenent, the Comm ssion's approval of that settlenent
11 agreenent, authorized us to anortize with certain
12 limtations. Wen that agreenent expires, we no |onger
13 have the ability to anortize. That nechani sm goes away.
14 Q If the Public Service Conm ssion happens to
15 devel op a record basis that you have a positive bal ance
16 I n anortization reserve, you would agree that the
17 Conmmi ssion has the discretion to direct that that
18 bal ance be used to benefit custoners, correct?

19 A | would agree that that balance is at the

20 Comm ssion's discretion as to how to di spose of it,

21  whether it be through normal depreciation over the life

22 of assets or sone other nethod that the Comm ssion

23 chooses.

24 Q kay. To the extent that the Comm ssion were

25 to find a positive balance in the reserve, anortization
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1 reserve, you would agree that the dollars -- well, let
2 me -- let me step back and ask you.
3 I f the Conmm ssion were to hypothetically find

4 a positive balance of X mllions of dollars in that

5 account, would those dollars represent all depreciation,
6 or sone depreciation, sone dismantlenent? Wat is your

7 view on that?

8 A Qur approach has been to use the depreciation
9 remaining fromthe original 894 mllion that was created
10 in 2010 first, and that the |ast dollars used woul d be

11  dismantlenent. So it woul d depend upon how nmuch was

12 | eft over as to whether it was nore than just
13 dismantlenent, or if it was -- it would likely just be
14  dismantl enent dollars. It would have to be bigger than

15 $146 million to actually get into the depreciation

16 reserve that had not yet been anortized.

17 Q Ckay. Now, | know M. Ferguson is the w tness
18 on di smantl enent, correct?

19 A Correct.

20 Q Ckay. But can you tell ne whether the

21  dismantl enent study assunmed any remai ning portion of the
22 di smantl enent portion of the anortization reserve in the
23 presentation of that study?

24 A It's ny understanding that all of the

25 forecasts have been use the for all parts of this case
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1 assune that all of that reserve amount, the 370 mllion,
2 I ncl udi ng the di smantl enment piece, would be anortized by
3 the end of 2016.

4 You did raise an interesting point, though,

5 that if there were sone left over, what could the

6 Comm ssion choose to do with it? There are a nunber of
7 things they could choose to do with it, including

8 continuing a nechanismlike we have under this current

9 settl enent agreenent.

10 Q VWll, the -- if they were to find that there
11 I's any positive balance in the reserve anorti zation

12 account, it would only be dollars that resulted fromthe
13 activities that were allowed under the 2012 settl enent
14 agreenent; is that right?

15 A Coul d you be nore specific by activities?

16 Q Yeah, okay. So, the 2012 settl enment agreenent
17 created this $400 mllion anortization reserve, correct,
18 that was further nodified by the Cedar Bay settlenent to
19 370 mllion?

20 A | mght argue with you whether it was created
21 by the settlenent agreenent, but | wll accept your

22 characteri zation that, as part of that settlenent

23 agreenent, we had $400 million that was | ater nodified
24 down to $370 mllion through the Cedar Bay settlenent.

25 Q Ckay. So if | substituted the word authorized
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1 by, that would be better than created?
2 A Yes.
3 Q kay. And the activities that | amreferring
4 to are debits and credits that you are allowed to take
5 under certain restrictions under the settlenent
6 agreenent to, at your discretion, to record credits in
7 your depreciation expense for financial reporting
8 pur poses; is that right?
9 A That's correct. Debits and credits, depending
10 on what's going on in the business.
11 Q Ckay. So those are the activities that | am
12 tal ki ng about.
13 A Ckay.
14 Q And you woul d agree that, were the Comm ssion
15 find that there was a positive balance in the
16 anortization reserve, it would only be as a result of
17 those activities, the debits and credits, that occur
18 wthin the balance that the Comm ssion authorized
19 t hrough the approval of the 2012 settlenent?
20 A Yes, that's correct.
21 Q Ckay.
22 A Princi pl e anong those activities is all of the
23 productivity savings that we have been able to not have
24  to use as nmuch reserve anortization.
25 Q Ckay. You woul d agree that the Conm ssion
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1 would have the authority to direct that custoners
2 receive a credit on their bills based on anortizing any
3 positive bal ance that they mght find over one, two or
4 three, or sone other period of years, correct?
5 A | woul d agree that the Conm ssion has that
6 discretion.
7 Q You woul d al so agree that the Comm ssion could
8 direct a straight-line anortization of any positive
9 bal ance that they had a record basis for over four years
10 and reduce revenue requirenents for rate setting
11 purposes in this case, correct?
12 A | would agree that that's within the
13  Comm ssion's discretion --
14 Q Ckay.
15 A -- as there are other options at the
16  Comm ssion's disposal as well, including the reserve
17 mechani smthat we have had over the | ast severa
18 settl enent agreenents.
19 Q You have not nade -- there is no testinony --
20 there is nothing in your testinony, or any other wtness
21 in FPL's direct case, that asks for continuation of the
22 mechani smthat we have been discussing for the last 10
23 mnutes, is there?
24 A That's correct. And if | could explain --
25 Q  well --
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1 A May | explain?
2 Q You answered ny question.
3 CHAl RMAN BROWN: M. Rehwinkle, I wll allow
4 himto explain his answer.
5 MR. REHW NKEL: | asked himsinply was there
6 any testinony.
7 CHAI RMVAN BROWN: M. Rehw nkl e, he can
8 answer -- he can provide a brief summary after a
9 yes.
10 Go ahead, sir.
11 THE W TNESS:. Thank you.
12 The proposal -- the four-year proposal that we
13 have before the Comm ssion has, as its predicate,
14 that we are awarded everything that is in our
15 filing. There may be circunstances where, as you
16 alluded to earlier, we don't get awarded everything
17 in the filing. And one of the nechanisns that may
18 be at the Conm ssion's disposal is to all ow anot her
19 mechanismlike this that has worked so well for us
20 to, likew se, nake a commtnent to stay out for
21 four years. That's all | was trying to expl ain.
22 CHAI RMVAN BROWN:  Thank you.
23 THE W TNESS:. Thank you.
24 BY MR REHW NKEL.:
25 Q Just so | understand, that's not in your
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1 testinony that you prefiled, correct?
2 A Not in those words.
3 Q Ckay.
4 A What is in ny testinony is the value of such a
5 mechanismin nulti year assessnents.
6 Q Ckay. Well, let nme just nmake sure |
7 under st and, because | thought your testinony was that
8 the commtnent to stay out only exists if you get
9 everything that you ask for, which is the 826, the 270
10 and the 209 in '"17, '18 and '19, correct?
11 A That's correct.
12 Q Ckay. And the depreciation award that you
13 request as a part of the separate but consoli dated
14 filing that was made on March 15th, 20167
15 A That's correct. The filing inits entirety.
16 Q Ckay. You were involved, were you not, in the
17 Cedar Bay PPA acquisition?
18 A Yes, | was a witness in that petition.
19 Q kay. And that transaction invol ved what was
20 effectively a buyout of a PPA, a savings to custoners
21 over the next nine or so years; is that correct?
22 A That's not exactly the characterization.
23 Actually, it was the purchase of the entity that holds
24 the facility, and then the econom c cancell ation of the
25 PPA, but we actually acquired the facility.
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1 Q Yeah, so when | -- effectively a buyout, that
2 was kind of the bottomline of it, wasn't it?
3 A VWll, no. W actually ended up with a power
4 pl ant .
5 Q Ckay. And one of the results of that
6 transaction is that a cost streamthat was a
7 pass-through in fuel becanme, in part, an annual profit
8 opportunity for shareholders; is that fair?
9 A | would ask you to explain that a little bit
10 nor e.
11 Q kay. So | have forgotten how nuch the annual
12 paynents were to Cedar Bay for the services that they
13 didn't render, but under the contract --
14 A Ckay.
15 Q -- those costs were passed through dollar for
16 dollar in the fuel clause before -- before the
17  transaction, correct?
18 A Fuel and capacity, largely the capacity
19 cl ause.
20 Q Yes, but they were passed through, and there
21 was no -- no profit at FPL?
22 A That's correct.
23 Q Al right. Because of the investnent that you
24 utilized to make the transaction, the marginally | ower
25 stream of dollars that you pay, or anortize, every year
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1 for the next nine or so years, now included a portion of
2 profit for FPL shareholders as a result of the

3 | nvest nent; correct?

4 A | would say, yes, it includes the authorized
5 RCE on that investnent. And | would take issue with

6 your characterization of marginally lower. It's,

7 think, $71 mllion in present value, which | think our

8 -- your clients and our custoners woul d appreci ate.

9 Q | did not nean that in a pejorative sense. It
10 Is just at a margin lower. It was |ower, not higher?
11 A It was lower. So it was a wn-wn basically

12 for everybody.
13 Q You have a simlar proposal pending in the
14 | ndi ant owmn Cogen case that's pending right nowwth the

15 Comm ssion, right?

16 A Yes, sir.
17 Q And even though it is structured differently,
18 the bottomline result will be, again, a margina

19 benefit for the custoners, and a conversion of a

20 pass-through cost streamin the fuel clause to, at | east

21 in part, a profit opportunity for sharehol ders; is that

22 right?

23 MR, BUTLER: | woul d object again to the

24 characterization as narginal .

25 CHAI RMVAN BROWN: M. Rehw nkl e.
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1 MR, REHW NKEL: Well, again, | clarified that
2 marginal is not a bad thing. It nean -- marginal

3 Is not a derogatory term but what termwould you
4 use?

5 THE W TNESS. You coul d say substanti al .

6 MR, REHW NKEL: Substanti al .

7 CHAI RMVAN BROMWN:  Ckay.

8 MR, REHW NKEL: Ckay.

9 MR, BUTLER: O you coul d characterize our

10 rate request as marginal .

11 MR REHW NKEL: | would definitely

12 characterize it as substantial.

13 THE WTNESS: | would answer the question

14 regarding the I CL transaction nuch the sanme way as
15 the Cedar Bay transaction, which is, you know, we
16 have asked debt and equity investors to allow us to
17 make this purchase to get rid of an uneconom ¢ PPA
18 paynment streamin conpensation to equity and debt
19 i nvestors that are paid a return, and custoners are
20 better off for it. So, again, just a huge win-win
21 for both.

22 BY MR REHW NKEL:
23 Q But those two transactions together represent
24 opportunities for the shareholders to increase their

25 value as a part of these two transaction, correct?
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1 A | would disagree with that characterization in
2 that -- and again, | may defer to Wtness Dewhurst and

3 Hevert on financial theory, but being conpensated with a
4 cost of equity is -- is -- | would characterize is

5 conpensat ory as opposed to rewarded.

6 Q Ckay. And as a part of the 2012 settl enent,

7 you were allowed to inplenent an incentive nechani sm

8 that increases FPL's opportunity to increase

9 sharehol der's profit, correct?

10 A That's correct.
11 Q And you al so have a generating performnce
12 I ncentive factor mechanismthat gives you an incentive

13 to run your power plants nore efficiently and increase

14 sharehol ders profits, correct?

15 A That's correct. And that particular incentive
16 Is kind of arolling three-year average of performance,
17 and so we -- the bar keeps getting higher, we have to

18 keep perform ng.
19 Q Ckay. And isn't it true that you invest in

20 assets, generation and transm ssion especially, to serve

21 retail load primarily?

22 A Yes.

23 Q kay. And to the extent that FPL is able to
24 | ever age those assets, such as new conbined -- new, nore

25 efficient conbined cycle plants, pipelines, transm ssion
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1 facilities, to successfully conpete for whol esal e

2 custoners, shareholders are better off; correct?

3 A No.

4 Q They are not?

5 A No.

6 Q So --

7 A And let ne explain that. That was kind of a

8 pregnant pause there.

9 Shar ehol ders are getting a return on those

10 I nvestnments fromretail custoners. Wen we are able to
11 | everage those investnents into a whol esal e contract,

12 essentially we are offloading that responsibility on to
13 ot her custoners and saving retail custoners noney, but
14 we are going to make a return on those investnents if we
15 have no whol esal e contracts.

16 Q Wul d you agree with ne that FPL has been nore
17 successful in recent years in the whol esal e business in
18 Fl orida, correct?

19 A | think that's correct.

20 Q That's kind of in your testinony, right?

21 A Uh- huh.

22 Q Ckay. And you al so would agree with ne that
23 FPL does not pursue whol esal e busi ness unless there is a
24 profit opportunity for sharehol ders, correct?

25 A That's correct. We would not enter a deal to
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1 | ose noney.
2 Q Ckay. So to the extent that you have -- that
3 retail custoners have paid for assets that allow you to
4 pursue opportunities and have a | ower cost, and conpete
5 I n the whol esal e market, sharehol ders are better off,
6 aren't they?
7 A It depends.
8 Q Ckay.
9 A | would offer that, on ny waterfall chart
10 here, you can see that there is a huge benefit to retai
11  customers of $126 million, because we have been able to
12 offload costs that retail otherwi se would pay on to
13 whol esal e custoners.
14 Q Qobvi ously, that increased offloading to retai
15 custoners neans that there are significant business
16 gains in the whol esal e narket, correct -- for FPL?
17 A | am not an expert in the whol esal e market.
18 MR, REHW NKEL: Ckay. Those are all the
19 guestions | have, Madam Chai rman. Thank you.
20 CHAI RMAN BROWN:  Thank you, Public Counsel.
21 Al right. Mving on to M. Myle, FIPUG
22 MR, MOYLE: At the risk of -- I will take sone
23 risk. | wll take sone risk. W have been going
24 since about 1:15.
25 CHAI RMVAN BROWN:  Keep on goi ng.
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1 MR MOYLE: | want to say uncle.
2 CHAl RVAN BROMWN:. Five. Five, okay?
3 MR, MOYLE: Thank you. W can take five
4 m nut es?
5 CHAI RMAN BROWN:  Fi ve-m nut e break.
6 (Brief recess.)
7 CHAI RVAN BROMWN:  As a rem nder to the parties,
8 we wll be taking a very abbreviated di nner break
9 this evening, okay?
10 Al right, M. Myle.
11 MR, MOYLE: Thank you.
12 CHAI RMVAN BROAN:  You nmay proceed.
13 MR, MOYLE: Thank you.
14 CHAl RMVAN BROWN: M. Myl e.
15 MR, MOYLE: Thank you, Madam Chair.
16 EXAM NATI ON
17 BY MR MOYLE:
18 Q Good afternoon, M. Barrett.
19 A Good afternoon.
20 Q Are you testifying as an expert or a fact
21  wtness?
22 A Yes.
23 Q That's good. [It's a conpound question, that's
24  why it's objectionable.
25 A Bot h.
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1 Q And with respect to expertise, what areas do

2 you hold yourself out as an expert in?

3 A This is ny third rate case testinony regarding

4 the financial forecast, general drivers of the rate

5 I ncrease. | have had 34 with the conpany in various

6 financial positions, by training, by education, by the

7 positions | have held. | have been the Vice-President

8 of Finance for nine years, so that's what | rely upon

9 for ny expertise.

10 CHAl RVAN BROAWN:. M. Myle, | amgoing to stop
11 you in asking further questions that are cl oaked as
12 voir dire, and that will be enough of that |ine of
13 qguesti oni ng.

14 Pl ease proceed.

15 MR, MOYLE: The -- well, | just -- | want to
16 have sone questions about himwth respect to his
17 testinony in the regul atory conpact, sone of that,
18 I think it will actually be hel pful, but I did want
19 to -- you know, | amnot asking himall of that

20 stuff, just wanted to understand what he is

21 professing to have expertise in.

22 BY MR MOYLE:

23 Q So let me ask you this, M. Barrett, | want to
24  understand this, you used the phrase agree in your

25 openi ng and you al so tal ked about a proposal, and | read
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1 your testinony to be offering a deal to the Comm ssion;
2 Is that right?
3 A The way | characterized it in testinony and ny
4 opening was a four-year rate proposal.
5 Q Sock. So sonetines -- | nean, you are not
6 confortabl e saying that's a deal ?
7 A Correct. | amnot confortable saying it's a
8 deal.
9 Q Is it an agreenent? Wuld you agree to that?
10 A | think | have already answered that, that
11 it's a commtnent of the conpany, as well as M. Silagy
12 answer ed the sanme exact question.
13 Q Do you have understandi ng of the regul atory
14 conpact ?
15 A Ceneral ly.
16 Q Ckay. Does it contenplate that people who are
17 regul ated enter into agreenents with their regul ator?
18 A M. Myle, as | understand --
19 Q Yes, no, and then please answer.
20 A | don't know.
21 Q Ckay.
22 A And as | understand --
23 Q That's all | need. It wll nove it al ong
24 faster if we can go yes, no, and --
25 CHAI RMVAN BROWN: M. Myle, | amgoing to
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10

11

12

13

14 BY MR MOYLE:

15

16

17 270 mllion effective January of 2018, and 209 mllion
18 when the Ckeechobee plant goes into service, currently

19 projected to be m d-2019.

20

21 270 million in 2018, and $207,900,000 in the |last year,

22  would your comm tnent hol d?

A 826 mllion effective January of 2017,

all ow the wtness an opportunity to clarify his
answer at every opportunity.

MR MOYLE: Ckay.

CHAI RVAN BROMN:  So pl ease proceed.

THE WTNESS: The nature of our commtnent is
an asymetric conmtnent. |It's a conmmtnent on our
part that if we receive what we have asked for
here, we will stay out for the four years. It does
not bind the Comm ssion in any regard, or any
party, if we were to over-earn, for instance, from
bringing us in. So that's the nature of the
comm tnment, and that's why | would not be

confortable characterizing it as a deal

Q How nmuch are you asking for?

Q So what if you got 826 mlIlion in 2017,

23 A That's a hypothetical. W would |ook very

24 carefully at what the Conm ssion's decision was on that.

25 Q So is that a yes or a no?
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1 A Probably, if we were shorted $1 mllion, we

2 would probably still make that comm tnent.

3 Q A mllion?

4 A That's the nature of the nunber you threw out.
5 Q Do you understand the distinction between

6 needs and wants?

7 A | have children. Yes, | do.

8 Q Do you need every dollar that you are asking
9 for inthis rate case?

10 A We believe we need those dollars in order to
11 provi de the | evel of service that our custoners are

12 currently enjoying and want to continue to enjoy, and

13 for us to continue to nake the investnents that we think

14 wll bring benefits to our custoners.

15 Q So is that a yes with an expl anati on?

16 A That's a yes with an expl anati on.

17 Q Thank you.

18 Wen you -- with respect to the 50 basis

19 poi nts, Public Counsel asked you sone questions about
20 the 50 basis points. Are you confortable answering a
21 coupl e of those questions?

22 A | amnot the witness sponsoring that, so it
23 depends on what the questions are.

24 Q Are you aware that no other comm ssion in the

25 United States has ever provided a 50-basis point adder?
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1 A | am not aware of that.
2 Q Have you | ooked into it one way or the other
3 or has sonebody el se?
4 A | have not.
5 Q Ckay. Do you understand that the request is
6 for good performance in a retrospective approach?
7 A No, that's not ny understandi ng of what M.
8 Silagy testified.
9 Q What ' s your understanding? For future to
10 I nnocent - -
11 A -- future --
12 Q | amsorry. 1Is it to send the right signal on
13 a go-forward basis?
14 A It isto -- yes, it's to provide an incentive
15 that would, we believe, be good policy to enable
16 utilities to strive for outstanding |evels of
17 per f or mance.
18 Q Are you aware of any other utility in Florida,
19 or anywhere in the country, or anywhere in the world,
20 who's asked for, in arate case filing, an increase in
21 t hree consecutive years?
22 A | am not awar e.
23 Q | am sorry?
24 A | am not awar e.
25 Q Are you aware that a nunber of jurisdictions
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1 In rate cases, that they nake deci sions based on
2 hi storical data?
3 MR, BUTLER: (Object to the formof the
4 guesti on.
5 BY MR MOYLE:
6 Q That they don't use a test year -- they don't
7 go and |l ook into the future and use a test year, they
8 use data that's actual information that's occurred
9 hi storically?
10 CHAI RMVAN BROWN:  (Cbj ecti on overrul ed.
11 MR. BUTLER.  Sane --
12 THE WTNESS: |'msorry.
13 MR MOYLE: [|'msorry.
14 CHAl RVAN BROMN:  The obj ection was overrul ed.
15 | amallow ng you to ask the question.
16 MR, MOYLE: Okay. Thank you.
17 THE WTNESS: So can you repeat the question?
18 | am sorry.
19 BY MR MOYLE:
20 Q Are you aware of jurisdictions that, when they
21 handl e rate cases, that they don't use a projected test
22 year, that they use historical information?
23 A | amgenerally aware that that is the way it's
24 handl ed sone places, but not in Florida.
25 Q kay. And you woul d agree that historical
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1 I nformation has nore certainty associated with it than
2 forecasted information, correct?
3 A | would agree that history --
4 Q Yes -- yes, no, please.
5 A kay. Yes. | would also note that historical
6 I nformation is not representative of the period over
7 which the rates would be in service.
8 MR, MOYLE: | amsorry, could | read that
9 answer back, please? Could |I have that answer read
10 back?
11 CHAl RVAN BROMN:  Coul d you read that back for
12 us? And nmake sure we've got a mc.
13 MR MOYLE: | don't need the yes. | need
14 the --
15 (Wher eupon, the court reporter read the
16 requested portion of the record.)
17 CHAI RMVAN BROWN:  Thank you.
18 Pl ease proceed, M. Myle.
19 MR, MOYLE: Thank you.
20 BY MR MOYLE:
21 Q And that's because -- because rates are -- you
22 comng in asking for rates on a go-forward basis;
23 correct?
24 A Yes. W are asking for rates for 2017, so
25 that's the period that over which rates would be in
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1 effect.

2 Q And you are also asking for rates for 2018?
3 A Yes.

4 Q And you filed projections and all kinds of

5 information for '18, correct?

6 A Ve did.

7 Q And you are also asking for rates in 20197
8 A We are asking for a limted scope adjustnent

9 for the Ckeechobee power plant in 2019.

10 Q Isn't that the sane thing as a generation base
11 rate adj ustnent?

12 A It's very simlar. W are asking for all of
13 the revenue requirenents for the first year of that

14 plant, and that's essentially what a generation base

15 rate adjustnent is.

16 Q Is there any difference?

17 A | don't believe there is, but | amnot sure.

18  You might want to ask Wtness Qusdahl about that.

19 Q On page 17, line 13.

20 A Ckay.

21 MR, MOYLE: | put the wong cite down. Could
22 | have a second, please?

23 CHAl RVAN BROMN:  Yes.

24 MR, MOYLE: I'Ill cone back to that.

25 BY MR MOYLE:
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1 Q You sponsored testinony related to the peaker
2 projects; is that right?
3 A Yes.
4 Q Ckay. And a |lot of people have pointed to you
5 and said that you are the resource planning witness in
6 this case. Are you confortable ask -- answering
7 resource planni ng questi ons?
8 A | wll do ny best.
9 Q Ckay. What role do you play in resource
10 pl anni ng?
11 A They report to ne.
12 Q Ckay. Are you involved in the preparation of
13 the 10-year site plan?
14 A | aminvolved in reviewing it.
15 Q Do you have to approve it?
16 A Yes.
17 Q Ckay. W th respect to the peaker projects,
18 how nuch noney are you asking for?
19 A Well, the capital expenditures are
20 $770 million. The revenue requirenment, which is the
21  subject of the rate request, | think it's about $80
22 mllion. If you give ne a nonent, | wll |ook that up.
23 $92 nmillion of the rate request is related to the
24 peakers.
25 Q And that would start in "17, is that right?
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1 A Yes -- well, it would start when they go into
2 service, which is projected to be the end of this year,
3 but the rate request would go in effect January of '17,
4  yes.
5 Q Ckay. And there are peakers in Ft. Myers and
6 there are peakers in Ft. Lauderdale, right?
7 A Let's define what you nean by peakers. W
8 have exiting GIs and we is a new CIs. They are both
9 peakers, so what are you referring to?
10 Q What's a GI?
11 A A gas turbine.
12 Q And what's a CT?
13 A A conbustion turbine.
14 Q And what's the difference?
15 A A conbustion turbine is advanced technol ogy
16 that you heard M. Silagy yesterday talk about the GIs
17 being essentially aircraft engines. The CIs are nuch
18 bigger, nmuch nore efficient, so | just want to be clear
19 when we are tal king about peakers, which ones we are
20 tal king about.
21 Q Ckay. Well, why don't you tell us the overal
22 plan. As the person who resource planning reports to,
23 what was the thinking in the overall plan with respect
24 to the, you know, | call it the peaking projects?
25 A In a nutshell, the plan is to replace the
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1 1970s vintage gas turbines that are currently at Port

2 Evergl ades, Ft. Lauderdale and Ft. Myers with

3 state-of-the-art conbustion turbines. 44 of the 48

4 would be retired. Four of the 48, tw at Ft.

5 Lauderdal e, two at Ft. Myers, would be kept for bl ack
6 start capability, which neans when the lights are out,
7 they can start. The advanced conbustion turbines don't
8 have that capability. They need auxiliary power to get
9 themstarted.

10 So the plan is to basically replace those old
11 Toyotas with a new Prius.

12 Q You answer the needs versus wants question

13  based on kids. Do you have a old famly car?

14 A | am sorry?

15 Q Do you have a old famly car?

16 A | do.

17 Q Does it run?

18 A Cccasionally. | just had to put a new fuel

19 punp init.

20 Q And it can deliver kids to where -- the places
21 they need to go, or they can borrow the car; correct?

22 A It sat in front of ny son's house for about

23 three weeks, so during that period of tinme it did not.

24 Q But not because of it was broken?
25 A Because the fuel punp was broken and | didn't
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1 want to pay for it.

2 Q Did you do any analysis wth respect to

3 whether you could keep, say, for exanple, the newer

4 vintage units that were in Ft. Myers, as conpared to Ft.
5 Lauderdal e, and do the peaking project in a way that

6 didn't have themall comng in at once?

7 A Let's be clear when you say newer. They were

8 1974 i nstead of 1971.

9 Q That's newer.

10 A kay. They were still --

11 Q Do they have a better heat rate?

12 A | don't recall what the heat rate is on those
13 GTs.

14 Q Ckay. So the question that | think was

15 pendi ng was, did you consider |ooking at sone type of
16 approach where you brought themin over a period of

17 tinme, as conpared to bringing everything in at once?

18 A No. W |ooked at replacing themall at one
19 time.
20 Q You asked this comm ssion to consider the

21 peakers, right?
22 A We are asking today for themto consider the

23 recovery of the costs associated with the peakers.

24 Q Ckay. And this is the second tinme that the
25 | ssue has been in front of the Commssion. It was in
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1 front of themin the environnental cost recovery cl ause?
2 A Yes, back in 2013, it cane up in a different

3 cont ext .

4 Q And do you know -- | don't think we cleared

5 this point up, but do you know that the environnental

6 needs that were set forth in the petition at that point

7 in time, whether those have di sappeared, or are no

8 | onger present?

9 A Can you restate that, please?

10 Q Sure. In that petition, as | recollect it,

11 the request was, we need to do these peakers because of
12 environnental concerns, and you brought it in under the
13  environnental cost recovery clause, and you cited

14 certain regulations. AmI| correct in assum ng that

15 those environnental regulations are no | onger a reason
16 for seeking to have these peakers approved?

17 A That's correct. But | do want to clarify,

18 because |I think the way you asked the question the first
19 tinme had been a little bit confusing.

20 Q That's why | rephrased it.

21 A Well, | just want to nmake sure that we

22 understand it.

23 The regulations are still in effect. W

24 brought the project forward in 2013 for environnental

25 cost recovery, it was on the basis of nodeling that we
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1 had done on the air em ssions of those units that would
2 I ndi cate they would not be able to neet the one-hour

3 limtation on NOx em ssions. And so we thought that it
4 would be prudent to bring it forward. W were actually
5 thinking that we were going to be required to neet that
6 obligation with those units and our nodeling saying they
7 were failing.

8 So as we noved through that process, it was

9 determned that we did sone nonitoring at the plants.

10 W actually renoved the petition, said, okay, let's do
11 some nonitoring to affirmwhether the nodeling is

12 correct or not.

13 As we put up sone nonitors at the plant

14  boundaries, we never exceeded the em ssions limtations,
15 so there was no | onger an environnental reason to

16 repl ace those peakers. However, in the process of

17 | ooki ng at that analysis of how were we going to fix the
18 problem we determned that the long-termviability of
19 t hose peakers was suspect. They were going to cost a
20 | ot of nobney to keep running; and, in fact, parts were
21 really not any |onger avail able for those -- for those
22 machi nes.

23 So it was then that we pivoted to | ooking at
24  the economcs of replacing them and determ ned that

25 repl aci ng those 44 of the 48 peakers with seven
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1 conbusti on turbines could probably provide trenendous

2 benefits in terns of CPVRR It's over $200 milli on.

3 Q Conmbustion turbines, they are the front-end of
4 a conbined cycle; is that right?

5 A Only if the plant has been configured in a

6 blinds cycle configuration. These are sinple cycle

7 conbustion turbines.

8 Q When you are planning this, have you done it
9 in a way that, to the extent your need grows in the

10 future, that you can put a heat recovery steam generator
11 on the unit?

12 A | -- we have not | ooked at that, but | do not
13 believe that that would be the plan, because that's not
14 the kind of technol ogy that these serve on our system
15 These particular units --

16 Q These serve peak |load, is that right?

17 A Well, these particular units are reliability
18 units. They are there when we | ose generation and we
19 have to get back quickly. W have requirenents that we
20 have to neet. Wthin 15 m nutes we have to be able to
21 bring a certain anmount of |oad onto the system Wthin
22 a half an hour, we have to replace what was [ ost in

23 order to neet our reliability commtnments to the FRCC
24 and to NERC.

25 So these units, if they were conbined cycle
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1 pl ants, they woul d be base-| oaded and then, therefore,
2 not avail able to neet those energency kind of
3 conditions. So it's atotally different application,
4 totally different technol ogy.
5 Q Is it fair to characterize this type of plant
6 as the firetruck, you know, that you need to have but
7 hopefully don't have to call on it nuch?
8 A | have to think through your anal ogy, but
9 that's probably pretty good. You need for energencies,
10 and so it has to be able to roll when you heed it to
11 roll.
12 Q But hopefully you don't need it, and if you
13 don't need it, that's okay, you are happy to pay for it
14  because when it rolls out, it's probably not great?
15 A Wll, that's probably true. Although, | wll
16 say that, in sone of the hot weather that we have had
17 over this summer, we have actually fired the GIs. So it
18 can be hot weather or equipnent failures that cause the
19 need for these units.
20 Q All right. So let nme take you to page seven
21 of your testinony.
22 A Ckay.
23 Q You say, on line 15 -- | guess it starts up on
24 14 -- and expected to produce total residential bills
25 that grow roughly in line with inflation over the
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1 four-year period; is that right?
2 A Yes.
3 Q So how nmuch are residential bills going to go
4 up over the four-year period, do you know?
5 A | believe that is a exhibit in Wtness Cohen's
6 testinony. | don't recall the nunber.
7 Q W may have put one in yesterday that
8 addresses it.
9 A Ckay.
10 Q 561, | told your counsel you should have a
11 copy of it.
12 A Ckay. These don't appear to be residenti al
13  bills.
14 Q Do you see RS on |ine 25?
15 A Yes.
16 Q Ckay. What does RS stand for?
17 A | believe these are base revenues. | don't
18 believe these are the custoner bill, which is tota
19 revenue.
20 Q | may have m sspoke. | amsorry. | amtrying
21 to ask you about the projected base revenues.
22 A Well, the context of ny testinony that laid
23 the predicate for this question was the tota
24 residential custonmer bill.
25 Q Ckay. So with respect to what is represented,
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1 then, on line 25, what is that?

2 A Line 25 would be -- colum two present

3 revenues at present rates fromthe residential RS1

4  category, rate class.

5 Q And then what is the last colum? Doesn't it

6 say increase percent?

7 A | ncrease percent, yes.

8 Q And what does it read for residential?

9 A 17. 3 percent.

10 Q Ckay. Is it your understanding that, over the
11 |ife of the proposal, that the residentials are

12 schedul ed, or at |east that you are asking that they go
13 up 17.8 percent for base rates?

14 A That appears to be what this MFR woul d

15 suggest; but, again, the context of ny testinony was

16 total residential bills, which is what custoners pay.

17 Q So | guess it includes clauses, is that your
18 poi nt ?

19 A Yeah, primarily fuel, but the other clauses as
20 well. Al of the things that go into a custoner bill.
21 Q Ckay. If you didn't include cl auses, you

22 would agree that the increase would significantly

23 out pace inflation, correct?

24 A | would agree that it would be nore than
25 i nflation. However, | would suggest to you that many of
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1 the things that are captured in this base revenue
2 I ncrease are producing fuel savings, so you kind of have

3 to look at things holistically.

4 Q Do you know what the inflation rate is?
5 A For what year?
6 Q For 2015 through 2020, are you aware that Dr.

7 Morl ey says it averages two-and-a-half percent?

8 A Yes.

9 Q So with respect to the peakers, did you all do
10 a calculation in figuring out how t he peakers woul d

11  stack in, or slot in wth respect to your reserve

12 mar gi n?

13 A Yes and no. The peakers are basically within
14 a few negawatts replacing like for like. So we are

15 getting rid of, roughly, 1,600 or so negawatts of the

16 ol d peakers, replacing wwth the new peakers. So there

17 really is no difference in reserve margin, or difference

18 I n need.
19 Q Sane question with respect to the solar?
20 A It's considered in the cal cul ati on of reserve

21 mar gi n; roughly 52 percent or so of the naneplate
22 capacity is given credit for on-peak capacity, and
23 that's reflected in the reserve cal cul ati ons.

24 Q Did you size the solar plants at 74.9

25 nmegawatts so you woul d not be subject to the Power Pl ant
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114 W. 5th Avenue, Tallahassee, FL 32303

1 Siting Act?
2 MR, BUTLER: (Object to the formof the
3 question. | think that's actually not the size of
4 them it's close, but not the size.
5 CHAl RMVAN BROWN: M. Butler, | amso sorry, |
6 can't hear you very well.
7 MR BUTLER: | amsorry. | said | object to
8 the formof the question. M. Myle' s reference to
9 the size of the solar projects is close to but not
10 exactly accurate as to what size they are.
11 CHAI RMVAN BROWN:  Ckay. That's noted.
12 Cont i nue.
13 BY MR MOYLE:
14 Q D d you understand ny question?
15 A What was the ruling on the objection?
16 CHAl RVAN BROMN: He can ask the question, but
17 he is noting -- | amnoting that the size is not
18 what M. Myle --
19 THE W TNESS: Ckay.
20 CHAI RMAN BROWN:  -- rel ayed.
21 Pl ease reask.
22 MR MOYLE: | will try to do a better job.
23 CHAI RMAN BROMN: Pl ease.
24 MR, MOYLE: kay.
25 BY MR MOYLE:
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1 Q The Power Plant Siting Act requires -- do you
2 have an understandi ng of the Power Plant Siting Act as a
3 nonl awyer ?

4 A Gener al .

5 Q And it says if it's 75 negawatts or nore, it

6 has to go through this Power Plant Siting Act, correct?
7 A For any generation that's either solar or has

8 a steamcycle.

9 Q Ckay, and this is solar, correct?
10 A It is.
11 Q kay. And one of the things that happens if

12 you go through the Power Plant Siting Act is it cones in
13 front of this commssion, and if people challenge it,

14  then you can have a hearing; correct?

15 A | believe that's correct.

16 Q And there is also -- are you famliar with the

17 bid rul e?

18 A General | y.
19 Q What's that?
20 A My general understanding is, unless there is a

21  waiver granted, the conpany would go out for an RFP to
22 neet the need that is being requested, as we did for the
23  Ckeechobee pl ant.

24 Q And that would allow others to conme in and

25 provide proposals, a little bit of conpetition on the
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1 generation side; is that right?
2 A Presumably that's what it's for.
3 Q Ckay. And so ny question is, wth respect --
4 well, let ne ask you this: Wth respect to your three
5 sol ar proposals, how many negawatts will each one
6 gener at e?
7 A The 74.5 is the naneplate that is being
8 pl anned.
9 Q So that puts it under the Power Plant Siting
10 Act requirenent by half of a negawatt?
11 A It does.
12 Q And was that decision nade, at least in part,
13 to avoid the Power Plant Siting Act?
14 A Yes and no. W |looked at the three cites that
15 we had, and these cites had sone inherent advantages.
16 We already -- we either owned the land, or had the | and
17 under control. There was nearby transm ssion and
18 I nfrastructure that we needed to get the power on to the
19  grid.
20 At the tinme we nade the decision, the ITC was
21 set to expire, or | should say the 30-percent |TC was
22 set to go back down to 10 percent, and so that would
23 have been val ue | ost.
24 The Power Plant Siting Act, when you follow
25 the permtting process and all the approval process
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1 there, adds, you know, six to eight nonths to a project
2 devel opnent cycle, and there woul d have been no way for
3 us to get those plants built by the end of this year,

4 and get theminto service to bring the benefits to the
5 custoners if we had gone through that process.

6 But | would al so add that when you get above
7 30, 40, 50 negawatts, there is really no nagi c nunber.
8 There is no scale economes to speak of. The panels are
9 pretty nodular. The inverters are pretty, you know,

10 nodul ar and so, you know, we sized it accordingly so we
11 could get thembuilt quickly and get those benefits

12 flowng to custoners quickly, and preserve the ITC, the
13 30 percent | TC.

14 Q Do you have plans to nove forward with any

15 addi ti onal solar plants --

16 A W would I ove to --
17 Q -- as we sit here today?
18 A W would Iove to. W are constantly

19 eval uating opportunities to build nore what we call

20 uni versal solar, utility scale solar where it makes

21 sense. And projects |like these, where they actually are
22 not being built to neet an electricity need, but they

23 are being built to save custoners noney, we think that's
24 a wn-win for everybody. So we are actively |ooking for

25 ot her opportunities. |In fact, in 2016 10-year site
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1 pl an, we put a pl acehol der of 300 nmegawatts in 2020 for
2 sone additional utility scale solar.
3 Q I f your opinion is asked as sonmeone -- you sit

4 on the senior managenent commttee, is that right?

5 A There is no such comm ttee.

6 Q The operations conmttee?

7 A | sit on the FPL Qperating Commttee, yes.
8 Q Okay. And if your opinion is asked as to

9 whether, on a future solar project, whether FPL shoul d
10 size it in a way that would make it subject to the Power
11 Plant Siting Act, and allow for the bid rule to be
12 applied, and allow foll ow market forces to be brought to
13 bear on who might be able to conpete to provide the
14 sol ar, would you recomend that that be done?

15 A It depends. | would say that the three plants
16 that we are building now, nore than 90 percent of the

17 val ue of the project of the dollars being sent were

18 conpetitively bid. The panels were conpetitively bids,
19 the inverters were conpetitively bid, and the EPC was

20 conpetitively bid. About 90 percent of the total val ue
21 of the projects were subject to a broad-based, and in

22 t he panels case, a global RFP to make sure we got the

23 best benefit for our custoners.

24 Q So | woul d have thought that that woul d argue
25 for a yes answer. If you are confortable with your
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1 pricing and your ability to deliver, what harmis it to
2 put it out subject to the bid rule?

3 A It's not about of harm It's about what's the
4 best thing for our custoners, and if we have got what we
5 believe to be -- we are part of a famly of conpanies

6 that is the world's |eader in solar and wwnd. So on the
7 solar side, we believe that we could take to market

8 qui ckly, |everage the vendors that we do business with

9 at the levels if FPL's custoners get the benefit from
10 and bring those projects to market quickly, we think

11 that's a good thing.

12 Q Did you take -- you took advantage of the

13 federal tax credit; is that right?

14 A Yes.

15 Q How about the state tax credit, are you aware

16 of a state tax credit?

17 A | amnot aware of a state tax credit.
18 Q Ms. Qusdahl maybe, if there was one?
19 A Yeah. | don't believe there is one, but you

20 coul d ask Ms. Qusdahl .

21 Q Page nine, |ine 14.
22 A Ckay.
23 Q You state on line 14, after referencing

24 Ms. Qusdahl's exhibit, you say, quote, "w thout an

25 I ncrease in revenue requirenents in 2008, FPL's earned
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1 ROE is projected to fall nore than 100 basis points from

2 the 2017 appropriate all owed RCE of 11.50."

3 As we sit here today, what is your allowed

4  ROE?

5 A 10. 5.

6 Q Ckay. And that allows you to go up to 11.5?
7 A Yes. The Conmm ssion has a range of plus or

8 m nus 100 basis points.

9 Q kay. So with respect to your statenent here,
10 If the ROE is projected to fall -- you said the RCE is
11 projected to fall by nore than 100 basis points. Do you
12 know how many basis points it is, or just 100 is close
13  enough?

14 A | believe it's 105.
15 Q Ckay. So since you used 100, let's just use

16 t hat, because it's easier math.

17 A Ckay.

18 Q Soif it falls from11.5, where does it end
19  up?

20 A 10.5, 100 basis points bel ow what woul d have

21 been al | owed.

22 Q And you say what woul d have been all owed, you
23 are assumng that this comm ssion would allow you an

24 11.5 RCE?

25 A | amtrying to put a foundation to your
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1 question, which is the hundred basis points is in
2 reference to whatever is allowed by the Comm ssion.
3 Q kay. | amtrying to understand --
4 A -- nmy testinony it's 11.5.
5 Q | amtrying to understand whether you assuned
6 that the Conm ssion would award you 11.5 in this case,
7 and that's based on that, or this sentence is based on
8 current facts, where you are able to concern up to 11.5?
9 A It's based on the request of 11.5, as it says
10 right here in ny testinony.
11 Q So if the Comm ssion said, you know what, the
12 mar ket conditions aren't such, we are going to keep you
13 at 10.5, the result of this would be that you would
14 fallback to 10.45, is that right, or 10.57
15 A No, we would fall to 9.45. W would fall 100
16 basis points -- because keep in mnd if the Comm ssion
17 were to stay, instead of 11.5, we wll give you 10.5,
18 they are taking away that revenue. And so it's 100
19 basis points fromwhatever is allowed, 105 basis points.
20 So it were 10.5, then it would be 9.45.
21 Q And 100 basis points is how nmuch?
22 A How nmuch what ?
23 Q Money. Revenue.
24 A $240 million in 2017.
25 CHAl RMVAN BROWN:  And, M. Myle, | just want
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1 to point out, sone of these questions you are

2 asking are already facts in the record.

3 MR, MOYLE: That's fair.

4 CHAl RVAN BROMN:. Pl ease proceed.

5 BY MR MOYLE:

6 Q What ' s proj ect nonent unf

7 A It's a productivity inprovenent project that

8 we initiated in early 2013.

9 Q | skipped over one thing, page 11, |line two.
10 A Yes.

11 Q You have a reference about 140 mllion in 2020
12 al one on fuel savings?

13 Yes.

14 Ckay. Were did you get the 140 mllion?
15 A | had the resource planning group cal cul ate
16 I t.

17 Q Who in the resource planning group?

18 A | don't know which anal yst actually ran the
19 nunbers.

20 Q Ckay. So sonebody did it and gave you the
21 nunber s?

22 A Yeah, it canme through the managenent there.
23 Q Ckay. And | want to just nake sure we have
24  this in the record. Wth respect to FPL and how t hey
25 make noney, or they earn a profit, it's based on the
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1 anount of invested capital; isn't that right? You earn
2 areturn on the invested capital ?

3 A That's correct. W earn a return on the

4 equity portion of the capital that's invested.

5 Q kay. So for a lot of the things we are

6 talking about in this case, you would -- you would earn
7 a return on your solar projects and your .05 projects

8 and your peaker projects, those are all capital projects
9 for which you would earn a return, correct?

10 A Correct.

11 Q And you don't earn a return on things |ike

12 O&M correct?

13 A Correct.
14 Q Does that nake a difference to you when you
15 are considering whether enter into, like -- or go

16 through the Power Plant Siting Act and seek third-party
17 proposal s, that potentially if sonebody brings in a

18 cheaper proposal, you would enter into a purchase power
19 agreenent about them is that right?

20 A If they were to present us a proposal, and it
21 were to prove out, then yes.

22 Q And that -- you wouldn't earn any noney on

23 that. That would just be a straight pass-through,

24 correct?

25 A That would likely be through the capacity
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1 clause, and it would be a pass-through.
2 Q So | asked you that question about the fuel --
3 you have a lot of testinony about savings and the CPVRR
4  The sane answer would apply if | asked you questions
5 about that, it was done for you by soneone in resource
6 pl anni ng group?
7 A It depends. It would all have been done under
8 ny direction, either through resource planning or ny
9 financial anal ysis group.
10 Q Page 31.
11 A Ckay.
12 Q Li ne seven, you tal k about regul atory
13 conpl i ance.
14 A Yes.
15 Q You say -- you are asking for $50 nmillion
16 related to regul atory conpliance, is that right?
17 A That is the revenue -- yes, that is the
18 revenue requirenent of the capital investnent related to
19 regul atory conpliance projects.
20 Q Ckay. And you say that these expenditures
21 relate to cost conpliance for NERC, FERC and rel ocation
22 of facilities as required by state agencies and | ocal
23 muni ci palities, is that right?
24 A That's correct.
25 Q Ckay. Do you have a breakdown as to how nuch
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1 of that revenue requirenent relates to NERC?

2 A | don't with ne. | do have a breakdown of how
3 much is in power delivery versus nuclear, which is

4 anot her category that we tal k about.

5 Q kay. And | just -- | want to | ook at the

6 regul atory conpliance. So do you have -- the sane

7 question with respect to FERC, do you know what the

8 breakdown is for that?

9 A | don't have it on ne, no.

10 Q And you don't have the information about the
11 rel ocation of the facilities?

12 A No -- hang on one second. No, | don't think I
13 have that readily avail abl e.

14 Q Do you know what the expenditures related to
15 the FERC reliability matters are?

16 A | think sone of it has to do with hardeni ng of
17  substations and such, but that would really have been a

18 better question for M. Mranda.

19 Q How about NERC?

20 A Sane t hi ng.

21 Q Sanme exact thing --

22 A No - -

23 Q -- sane substations?

24 A -- it's sonething that M. Mranda would be in

25 a better position to answer.
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1 Q You don't have any information on it?
2 A Not readily avail abl e.
3 Q And then wth respect to rel ocation of

4 facilities as required by state agencies and | ocal

5 muni ci palities --

6 A Yes.

7 Q -- are you aware of any recent changes by the
8 Florida Legislature with respect to who's obligated to

9 pay for relocation of facilities that are required by

10 | ocal rmunicipalities?
11 A No, | am not aware.
12 Q I f there was such a change, then | assune that

13 you would need to nake an adjustnent to your ask for the
14 ratepayers in this case?

15 A | would say it woul d depend on when the change
16 was nade relative to when this forecast was put

17 t oget her.

18 Q There has been a point raised previously with
19 respect to there is not enough gas to run the peaker

20 units in Broward County during tinmes of peak |oads. |If
21 | have sonme questions with respect to the availability
22 of gas, and future plans for gas, and hedgi ng, woul d

23 those be questions for you or would those be questions
24 for M. Forrest?

25 A M. Forrest.
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1 Q Do you have an understanding wth respect to
2 what major installations are for the conpany?

3 A Can you be nore specific?

4 Q Are you famliar with Rule 25-6.04367(a)

5 rel ated to depreciation?

6 A Vaguel y, but not really. Do you have it |

7 could | ook at?

8 Q | do. How about | can give you a copy, or |
9 canread it. Wat you would prefer?

10 A Go ahead and read it, | suppose. |t depends
11 on where you want to go with it, because we have

12 depreciation witnesses in this case.

13 Q Yeah, | -- 1 wll read it.

14 "Prior to the date of retirenment of major
15 I nstallations, the Comm ssion shall approve capital
16 recovery schedules to connect --" | amsorry -- "to

17 correct associated deficiencies where a utility

18 denonstrates that one replacenent of an installation or
19 I nvestnment will not be recovered by the tinme of

20 retirenment through the nornal depreciation process."

21  Are you famliar with that?

22 A | think I have seen that before.

23 Q kay. Do you know if any of the retired

24 projects in the peakers have been -- that you have been

25 before the Comm ssion -- you have retired sone of the
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1 peaker projects, right? | amsorry, | amnot -- | am
2 not being clear in the question.
3 Sone of the units that you are repl aci ng have
4 already been retired, correct?
5 A | don't know the current status, but | do
6 recall Ms. Kennedy tal king about, | think it was Ft.
7 Myers No. 8 was retired.
8 Q Ckay. Do you know if you canme to the
9 Comm ssi on and gave them notice, or asked that they | ook
10 at it?
11 A | believe we indicated in our 10-year site
12 plan that all these units were being retired.
13 Q How about with respect to Putnanf
14 A | believe we reflected it in the 10-year site
15 plan prior to its retirenent.
16 Q The peakers, when -- if this comm ssion were
17 to decide, no, | amnot sure they need all the peakers,
18 the new peakers, maybe they need half of them and they
19 | ssued that decision in January, you wouldn't have
20 repl aced all the peakers in January of 2017, correct?
21 A We woul d have, yes.
22 Q They woul d al ready be cranking up and new, you
23 would already be done with that?
24 A Yes, they are scheduled for in-service by the
25 end of this year.
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1 Q Every one of then?

2 A That's ny understandi ng. Yes.

3 MR, MOYLE: Could I just have a m nute?

4 CHAI RVAN BROWN:  One.

5 MR, MOYLE: Thank you.

6 BY MR MOYLE:

7 Q Thank you, M. Barrett, that's all | have.

8 A Thank you.

9 CHAI RMAN BROWN:  Thank you, M. Myl e.

10 M . Sundback, wel cone back.

11 MR. SUNDBACK: Good afternoon. It would be
12 good to say it's good to be back, but we wll |eave
13 that for M. Barrett.

14 EXAM NATI ON

15 BY MR SUNDBACK:

16 Q Good afternoon, M. Barrett.

17 A Good afternoon, M. Sundback.

18 Q Coul d we | ook at your exhibit REB-4, please,
19 and it is good to be back. | amsorry, I amnot neaning
20 to be flip about it.

21 And particularly, if you could | ook at page

22 three of that exhibit. It's a nultipage spl endor.

23 MR, SUNDBACK: Madam Chair, we are circul ating
24 three docunents -- four docunents, if nenory serves
25 now. Hopefully we won't -- we can avoid
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1 I ntroduci ng and marking at |east two of them but
2 let's see how it goes.

3 CHAI RVAN BROMWN:  Ckay. | wll just let you
4 know, we are going to be starting with 638.

5 MR, SUNDBACK: Thank you.

6 CHAI RMVAN BROMWN:  Ckay.

7 You may proceed.

8 MR, SUNDBACK: Thank you.

9 BY MR SUNDBACK:
10 Q All right. Sir, are you at page three of

11 Exhi bit REB-4?

12 A Yes, three of 12, | believe, right?

13 Q Three of 23, REB-4, page three of 23.

14 MR BUTLER: | would just note it al so says
15 three of 12 because that's --

16 MR, SUNDBACK: Oh, you are --

17 MR. BUTLER: | have got it turned sideways,
18 apol ogi ze.

19 MR, SUNDBACK: No, | apol ogi ze.

20 BY MR SUNBACK:

21 Q It's Schedule F, as in frank, eight.

22 A | have it.

23 Q Ckay, thank you. | apologize for that.
24 On line 21, you show an interest rate of

25 6. 16 percent; do you see that?
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1 | do.
2 Q And that's based on issuances in 2017, both in
3 March and Novenber, correct?
4 A Both in -- | amsorry, what?
5 Q That 6.16 percent is based on issuances both
6 I n March and Novenber of -- anticipated to take place in
7 March and Novenber of 2017, is that correct?
8 A Subj ect to check, | believe that's correct.
9 Q Ckay. The estimate for March 2017, which
10 presumably woul d be an i ssuance seven nonths from now,
11  was based on an estimate published by BlueChip in
12 Decenber of 2014, 20 nonths ago, right?
13 A | believe so, subject to check.
14 Q Ckay. And it's your understanding that the
15 current BlueChip estimate for debt issuances of a term
16 simlar to that used in the projections shown on |line 21
17 are now | ower than 6.16 percent, correct?
18 A | don't know.
19 Q You don't know. Let's |ook at Exhibit REB-11,
20 i f we could, please. The good news is we have already
21 passed by one docunent doesn't need to be made as an
22 exhi bit.
23 A kay, | amthere.
24 Q Ckay, and you show an estinmated saving benefit
25 of 26 mllion, is that correct? A savings of -- he's
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1 been cut off -- a savings of 26 mllion in that exhibit?
2 A Yes.

3 Q Ckay. The fuel savings are projected at

4 negative 306 mllion, that's based on your -- or FPL's

5 estimate of natural gas prices, is that correct?

6 A That's correct. |It's FPL's forecast, which is
7 a blend of third-party estinates.

8 Q If that estimate is only 10 percent too high,

9 then the CPVRR goes froma negative to a positive,

10 ri ght?
11 A Yes, that's correct.
12 Q As the negative -- as the nunber goes

13 positive, that signals that the project is becom ng

14  uneconomc; is that correct?

15 A It would indicate that if you were to redo the
16 anal ysis based on those assunptions that, it would be

17 positive CPVRR, which would be a net cost to custoners,
18 correct.

19 Q Ckay. Thank you.

20 In your |ow scenario, the CPVRR flips fromthe
21 26 mllion benefits shown in REB-11 to a positive CPVRR

22 of 22 mllion; is that right?

23 A That's correct.

24 Q Ckay.

25 A And in a situation like that, with | ow fuel, |
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