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1 PROCEEDI NGS

2 (Transcript continued fromVol. 21.)

3 BY M. CHRI STENSEN: :

4 Q Ckay. Well, since we talked a little bit

5 earlier about the actual dollars for the mles trimed

6 from2011 to 2015, if |I refer you to Exhibit HW 6, you
7 see on Line 9 there is the -- M. Shultz has cal cul ated
8 the five-year average from 2011 to 2015 as 61, 360.

9 A Correct.

10 Q Ckay. And is that average just slightly above
11 the $60,953 that M. Shultz has used as his reconmended
12 adj ustnent ?

13 A WIIl you repeat that?

14 Q Looking at Line 12, you agree that the average
15 for the actual anount spent is just slightly above the
16 recommended 2017 recommendation on Line 12 of that -- of
17 M. Shultz's exhibit which is 60,9537

18 A It's -- it's above the average, but if you

19 | ook at it per respective years, it's even less than

20 what we spent in 2015 which was 62, 900.

21 You know, vegetation varies. You know, al

22 our tree trimmng on annual basis just varies. |If one
23 year we're in Broward County verses North Florida versus
24  the west coast, our costs vary depending on where we're

25 trimmng our trees at. So you have natural variation in
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1 sone of these costs.
2 So these budget estimtes were prepared by our
3 veget ati on managenent personnel. They know which mles
4 they're going to trim when they're going to trimthem
5 and those are the estimates that they've calculated. So
6 -- it's not -- so the average of the averages in those
7 exanples are really not the nost appropriate way to | ook
8 at this thing.
9 Q Vell, let's continue on wth discussing that a
10 little bit.
11 On Page 10 of your rebuttal testinony, you
12 take issue with M. Shultz's not utilizing the conpany's
13 2017 budgeted anmount of $65,600; correct?
14 A Correct.
15 Q Ckay. And the budgeted anmount for 2016 in --
16 as represented on M. Shultz's Exhibit HA5-6 is 64, 700;
17 Is that correct?
18 A The anount 1 n 2016 is 64, 700.
19 Q Yes. Correct. Al right. Nowl want to turn
20 to the final exhibit that | have passed out which is
21 FPL's Response to OPC s First Set of Interrogatories No.
22 9.
23 CHAI RMVAN BROWN:  And we're going to mark that
24 one as 706. Ckay?
25 (Wher eupon Exhi bit No. 706 was marked for
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1 I dentification.)
2 CHAI RVAN BROAN: M. M randa, you have a copy
3 of that?
4 THE WTNESS: | do. Thank you.
5 CHAl RVAN BROMWN:.  Good.
6 BY M5. CHRI STENSEN: :
7 Q Al right. | just wanted to nake sure you're
8 t here.
9 For the first three nonths of 2016, what does
10 the response indicate was budgeted?
11 A For the first three nonths?
12 Q Correct. | believe if you |look at --
13 A Yes. It says 20 -- the budget is 20.7, and
14  the actual, 14.3.
15 Q Ckay. And you woul d agree that that
16 represents approximately 32 percent of the 2016 budget;
17 Is that correct?
18 A That woul d be correct.
19 Q kay. And that would nean that, as of the
20 first three nonths of 2016, you are under budget;
21 correct?
22 A That's correct.
23 Q kay. That's all | have for that exhibit. On
24 Lines 11 and 14, you criticize M. Shultz's use of an
25 average variance as being inconsistent with that for
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1 pol e inspection; is that correct?

2 A That's correct.

3 Q Ckay. And referring to your rebutta

4 testinony at Pages 11 through 13, can we agree that you
5 take issue with applying the average variance, whet her
6 it be a three-year or five-year variance to the budget

7 for 2017 rates --

8 A VWhat -- ny --
9 Q -- test year?
10 A I"msorry. Yes. W take exception with --

11 what M. Shultz did was for vegetation he, instead of

12 using the five years, he used a three year -- which we
13 understood what he did. | get it. It's not
14 I nconsi stent. But then once he established that

15 percentage, instead of applying it to the 2017 budget,
16 he went back to the 2015 budget.

17 And if you look at what he did with the pole
18 | nspections, it's the exact opposite. He used the

19 t hree-year average, but then went and nultiplied it

20 agai nst the 2017 budget which we believe is the

21  appropriate nmethodol ogy to use. And when you do, that
22 significantly reduces the anmount of reductions that he
23  was proposing.

24 Q Al right. Well, let's talk through a little

25 bit about the pole inspection adjustnent that M. Shultz
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1 makes. Let's -- can | refer you to Exhibit No. -- HWS
2 No. 7, please?

3 A Yes. | amthere.

4 Q Ckay. And you would agree at the bottom of

5 this exhibit M. Shultz had identified discovery

6 responses that are basis for this exhibit; correct?

7 A Yes.

8 Q Ckay. And do you di spute whet her the nunbers
9 used in M. Shultz's exhibits are fromresponses

10 provi ded by the conpany?

11 A No, | don't dispute it.

12 Q And do you agree that for four out of the five
13 -- five years, from 2011 to 2015, the conpany actually
14  -- actual spending was | ess than budgeted?

15 A Overall it was |ess than the budget, yes.

16 Q Ckay. Now, on Lines 16 through 20, you

17 di scuss the conplete pole inspection budget of capital
18 and Oand M is that's correct?

19 A That's correct.

20 Q Ckay. Would you agree that the adjustnent and
21 anal ysis on Exhibit HA5 7 is for O and Monly?

22 A That's correct. This programis really made
23 up of two parts. It's nade up of an O and M conponent
24 and a capital conponent, and when you | ook at this --

25 and by what | nmean is many parts of -- when you i nspect
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1 the pole, it's typically an operating expense. But

2 dependi ng on what you find there, or if you can get

3 pi eces of what you do to mtigate that pole where you

4 can make a capital inprovenent on it, then it shifts to
5 capital and/or if we replace the capital. So really

6 what you have to do is look at this programin its

7 entirety. And when you |look at the --

8 Q Again, | appreciate the explanation, but I

9 think --

10 MR, BUTLER: If he -- if he can be allowed to
11 finish his answer, please.

12 MS. CHRI STENSEN: Al ways.

13 THE W TNESS:. So when you | ook at the program
14 as far as O and Mand capital as a conposite, we
15 have net or exceeded our budget al nost every year.

16 BY M5. CHRI STENSEN: :

17 Q Ckay. Well, since we're discussing the way
18 you treat the different conponents of the poles, you
19 would agree that the O and M and capital costs are

20 reflected differently on the conpany's financi al

21 records; is that correct?

22 A Yes.

23 Q Ckay. I'mgoing to nove to your rebutta

24  testinony, Pages 14 through 18, and | believe that's

25 where you expl ai ned your disagreenent with M. Shultz's
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1 net hod for determning this adjustnent; is that correct?

2 O his judgnent?

3 A For the hardeni ng conponent ?

4 Q Correct.

5 A That's correct.

6 Q Ckay. And on Page 17 and 18 of your

7 testi nony, you suggest that his nethodology is arbitrary
8 and inconsistent wwth the adjustnents to tree trimmng

9 and pol e inspections; is that correct?

10 A Right. Al three nethodol ogies were

11 different.

12 Q Ckay. Now, | want to refer you back to HWE
13 No. 6, and that would be the Page 1 of 1 that we were

14  tal king about earlier.

15 A Page 1 of 2, or --

16 Q Wll, there are two pages. | want to refer to
17 the first page just for purposes of this discussion.

18 You woul d agree that | ooking at the actual

19 tree trimm ng spending that | evel has been fairly

20 consistent?

21 A Again, it all depends on the -- what we find
22 in the field when we're out doing your vegetation. So,
23  you know, our folks forecast it, and they go and execute
24  the work, but there's a lot of variables when it rel ates

25 to vegetation trimmng. It is -- it is probably one of
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1 the nost difficult things that we do is trinmm ng,
2 trimmng a pal mversus trimmng a -- you know, a
3 different type of species can have varying costs.
4 Q And | appreciate that. But just to respond to

5 the question --

6 A | said yes --

7 Q -- that | asked you --

8 A Yes.

9 Q D d you say yes?

10 A | did say yes.

11 Q Ckay. Geat. Then let's ook at HA5 No. 7

12 for the pole inspection costs. And you woul d agree that
13 those have been declining significantly, especially when
14  you | ook at the year 2014 to 2015; is that correct?

15 A Yes. They have been declining. Again, this
16 IS an area where we have been able to enhance and nove
17 sone of that operating expense into a capital conponent
18 so we can have |long-term benefits on those poles for a
19 | onger period of tine.

20 Q kay. And then finally I'"mgoing to direct

21  your attention to HW5-9.

22 A | am there.

23 Q kay. Geat. And that -- if you |ook on Line
24 11, it tal ks about the capital budget for the storm

25 hardening. Do you see that --
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1 A Yes, | do.

2 Q -- Line 12?7 GCkay. Geat. Wuld you agree

3 that the capital budget in

4 2014 was 300, 0007

5 A That's correct.

6 Q And then for '15, it went to 348, 000?

7 A That's correct.

8 Q And in '"16, it increased to 471, 000?

9 A Correct.

10 Q And then finally for the test year, 2017, it
11 has al so again increased to 604, 000; correct?

12 A Correct.

13 Q And woul d you agree that that's approxinately
14 an increase in spending of about 74 percent from 2015 to
15 20177

16 A | haven't done that math, but --

17 Q Sound about right subject to check?

18 A Yes.

19 Q G eat. Ckay.

20 Now, woul d you agree that given the fact that
21 tree trimmng is levelized or about the sanme expenditure
22 pole -- pole inspection costs have been decreasi ng and
23 that capital costs for storm hardening are increasing

24 significantly, the nethodol ogies for estinating these

25 costs is appropriate?
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1 A | wouldn't agree with that.

2 Q Ckay. But you do not disagree with the

3 prem se that tree trinmm ng budget has been fairly the

4 same for the |ast few years in actual spending; correct?
5 A That's correct.

6 Q And you woul d al so agree that the budgeted

7 cost for pole inspections has significantly decreased

8 from 2013 t hrough 20167

9 MR. BUTLER:  Asked and answer ed.

10 M5. CHRI STENSEN: Ckay. Wth that | would
11 actual ly conclude ny questions.

12 Thank you.

13 CHAI RMAN BROWN:  That you, Ms. Chri stensen.
14 FIPUG | want to give the parties a heads-up.

15 We' || probably be taking |lunch around 12: 30, about
16 45 m nutes or so.

17 MR, MOYLE: Okay. Thank you. That may work
18 nicely wth nmy questions, but if it doesn't, please
19 interrupt me, and -- we break at 12:30.

20 CHAl RVAN BROAN: O after.

21 MR, MOYLE: Ckay.

22 EXAM NATI ON

23 BY MR MOYLE: :

24 Q Good afternoon.
25 A Af t er noon.
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1 Q | want to ask you sonme questions about your
2 pl anni ng process to acquire plants held for future use.
3 "Il direct you to Page 4, Line 11. You state,
4 "Excl usi on of these properties would" --
5 A l''msorry.
6 Q -- "conpromse FPL's ability to inplenent its
7 dynam ¢ pl anni ng process for |ocating and acquiring
8 alternative properties to build necessary transm ssion
9 and distribution facilities." |Is that right?
10 A |"'msorry, M. Myle. | |lost you at the
11 begi nning. What? Page 4?
12 Q Yes, Sir.
13 A What |ine?
14 Q It's a portion of a sentence that begins on
15 Line 11.
16 A kay. | see it.
17 Q My question is -- because | want to understand
18 what you nean when you say, "dynam c pl anni ng process
19 for locating and acquiring alternative properties to
20 buil d necessary transm ssion and distribution
21 facilities."
22 Coul d you describe that process to ne, please?
23 A Absol utely. So when you | ook at our -- [I'II
24 start with the distribution which is -- we have a | ot of
25 variabl es when we go to design our distribution planning
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1 systens; so we have to take into account nany factors.
2 For exanple, we have to |look at the existing customner
3 base. Is it growing? |If you can imgine, custoners
4 continue to add growh inside their hones. They add
5 maybe a second refrigerator in their garage, add new
6 technol ogi es, you know, smart technology; right? So as
7 they add growth, the existing custoner base growh | oad
8 grows. So we have to see what's happening in the
9 geogr aphi cal area.
10 We have new construction. So we have
11 construction that's happening, whether it's residential,
12 commercial, and as we get projects that cone in and out,
13 M. Myl e, what happens is not every project that
14 custoners bring forward are always -- go forward. So we
15 have to understand the dynam c piece of that. So we
16 | ook at all the residential new hones that are being
17 built, construction that's being built in an area.
18 And so we take all these factors and we
19 understand what's going to be the |load inpact in that
20 area. So we evaluate it, and then we | ook forward to
21 try to determ ne what kind of capacity we have on our
22 existing feeders or our existing circuits to neet that
23 | oad growth. If, for sonme reason, our substation is
24 heavily | oaded and we can't neet that |oad to sustain
25 our -- our ratings, then we will ook for a newsite to
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1 purchase a substation site and in order to build a

2 substation in the future.

3 Transmi ssion has a little bit different
4 variables. It's also looking at load growth. It's
5 | ooki ng at injections of generation points. It also has

6 many NERC requirenents as far as reliability standards
7 that we have to neet. So it's taking in all those

8 factors as parts of the transm ssion planning process to
9 | ook at what's -- how s power flowing in the state;

10 right? Is it flowmng fromnorth to south, east to west,
11 under what scenario?

12 So they | ook at all the power flows and

13 under stand, where do | inject transm ssion substations
14 to facilitate that, but they al so have the

15 responsibility of feeding the distribution systens. So
16 they have to also take into account distribution and

17 take, for exanple, a 230,000 volt line and step it down
18 so that we can feed the residential conponents of it.

19 So lots and lots of noving parts as you can
20 I mgi ne, and that's the dynam c conponent of our

21 pl anni ng process.

22 CHAI RVAN BROAWN:. M. Mranda, | wll say --

23 just note that you're getting a little narrative

24 and goi ng --

25 THE WTNESS: |'msorry.
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7 BY MR MOYLE: :

8

9  \What
10  gener
11

12

13 futur

14  forecasts, or do you rely on forecasts prepared by

15 another FPL person? Could you explain that, please?

16

17 cooperative forecasts for us.

18

19 you'r

20 respect to future plans?

CHAI RVAN BROMWN: | f you coul d pl ease be nore
direct.

MR, MOYLE: Okay. | asked hima very broad
gquestion. So it was one of the Wquestions: who,
what, where, when, why. So he explained it, but

t hank you.

Q One part of that answer | wanted to clarify.
you just described, are you responsible or

ally know edgeabl e about what you descri bed?

A General ly, vyes.

Q Ckay. So with respect to your forecasting of

e |l oad, what forecasts do you -- do you prepare

A Wtness Mrley would prepare the overal

Q Ckay. And so right now, wth respect to what

e planning for, what year are you using with

21 A We typically look for, like, 10 years out.

22 Q And | think you were here for a lot of the

23 testinony. You also generally agree it's harder to

24 predict things further out in tinme as conpared to cl oser

25 intime, all other things being equal; is that correct?
Premier Reporting (850) 894-0828 Reported by: Kairisa Magee

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



2746

1 A That woul d be correct.

2 Q So as a matter of practice, you plan out 10

4 A Yes, we do.

5 Q Do you -- are you aware -- does the Comm ssion
6 have a rule with respect to how far out you should pl an?
7 | know they have a ten-year site plan. Do you foll ow

8 that for planning purposes or just 10 years happens to

9 be the sane -- it's a coincidence that you al so use 10
10 years internally to plan your -- your transm ssion and
11 distribution systen?

12 A Ckay. That's the planning process, the

13 process that's followed by the FRCC as well which is the

14 regi onal coordinating agency for the State.

15 Q Ckay. So you do not plan out past 10 years?
16 A We | ook -- we understand the future -- no.
17 And the -- sonme of it depends on the -- if we | ook

18 forward, M. Myle, and see that if there's sone project
19 that may, you know, require sonething a little bit

20 different. We |look forward, but typically it's in that
21 ten-year tine period.

22 Q So you plan beyond 10 years maybe on a

23 project-specific basis; is that fair?

24 A That woul d be fair.
25 Q | guess one of the issues you -- well, let ne
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1 do this.

2 | told your counsel that | was going to ask

3 you sone questions about a docunent that's already in

4 evidence. It's 4640. |It's already been admtted. It
5 Is OPC s Second Sets of Interrogatories, Interrogatory

6 No. 105 Anended. Do you have that in front of you?

7 A Yes, | do.

8 MR, MOYLE: And | don't think I need to ask

9 himto identify it. [It's already in evidence,

10 SO --

11 CHAI RMAN BROMWN: It is. It was asked of the
12 Wtness Barrett. Staffed asked himon that item
13 MR, MOYLE: Ckay.

14 BY MR MOYLE: :

15 Q Sir, 1'"'mgoing to ask you sone -- sone

16  questions about -- about this docunent. What -- first
17 of all, what is this docunent?

18 A It is alisting of property held for future

19 use for nultiple business units.
20 Q kay. And it included properties held for

21 future use for transm ssion and for substations; is that

22 ri ght?
23 A That's correct.
24 Q So let's look at the Arch Creek property. Do

25 you see that on Page 1 of 6? It's under "Transm ssion
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1 Future Use,"” and it's the second project down. Do you
2 see that?
3 A Correct.
4 Q And how rmuch did FPL pay to acquire this?
5 A It states $682, 000.
6 Q And what was it acquired for?
7 A It was acquired for the future use of a
8 transm ssion or distribution or transm ssion circuit.
9 Q And it was -- when was it acquired?
10 A It was purchased in 1993.
11 Q And there is no transmssion line on this
12 presently, correct?
13 A This is an existing substation that's to
14 expand that substation site.
15 Q Right. But this is for transmssion; right?
16 A Correct.
17 Q So | assune you acquired | and that woul d be,
18 like, a lineal quarter for transmssion; is that right?
19 A This is a property, a piece of acre on the
20 exi sting substation, and it's -- you know, | don't have
21 all the details with nme, but it's -- it's probably to
22 ei ther, you know, do sonething with a new transm ssi on
23 | ine, maybe build -- bring a new -- put a new
24  transm ssion breaker in the site to be able to nore
25 effectively utilize our transm ssion system
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1 Q Have you been to this site?

2 A | have many years ago. | used to be a service
3 engineer in that area.

4 Q And -- and so it's 1.49 -- one point -- an

5 acre and a half; is that right?

6 A Correct. It's the expansion of an existing

7 subst ati on.

8 Q Ckay. And so when is the expected in-service
9 date?

10 A It states here in June of '23.

11 Q kay. And how many years woul d that be from

12 Decenber 1993 to June --

13 A It would be --

14 Q Go ahead.

15 A |'"'msorry. Go ahead and ask your questi on.
16 Q It's so far out I'mnot even sure how to add

17 it. It's 2023; right? 20237

18 A Correct.

19 Q How many years is that?

20 A It would be 20 years -- or 30 years.

21 Q You and | had the sanme math teacher; so let ne
22 -- let nme refer you dowmn -- well, actually, let ne ask

23 sone questions about that site since you've been there.
24 Sois it -- is it just a piece of raw dirt

25 that has a fence around it?
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1 A The plant is -- it's -- we acquired a piece of
2 | and that we had an existing substation in a very
3 devel oped nei ghbor hood, and so the | and becane
4 avai l able, and we had future plans for that area. So
5 the thought would be that we woul d expand our
6 transmssion grid as an effective use of that property.
7 Again, | don't have the details of that
8 specific one, of the exact plans that we're going to do
9 at each one of those sites.
10 Q What -- do you know what the |ast colum of
11 this exhibit represents? It says, "Date recorded in
12 account 105?"
13 A That's the date | understand it was placed in
14 property held for future use.
15 Q And that's one those accounting things; right?
16 \Wiere you -- it, and then you get to start earning noney
17 onit; is that right?
18 A Again, | don't understand all the nechanics,
19 but yes. You would put it in property held for future
20 use, and Wtness Barrett can -- can explain that.
21 Q Ms. Qusdahl m ght know sonet hi ng about it --
22 A Ms. Qusdahl as well, yeah. Either one of them
23 Q The -- I'"'mgoing to ask you about DeSot o,
24 Orange River. Are you famliar with that? This is
25 further down on the exhibit.
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1 A | don't have all the details with me on that
2 one.
3 Q Al right. Well, it looks like it costs

4 $900, 000; right?

5 A Correct.

6 Q And it was 4.25 mles of right-of-away?
7 A Correct.

8 Q When did you acquire it?

9 A It was acquired in 1978.

10 Q And when's the expected in-service date?
11 A Decenber of 2022.

12 Q That's 38 years, the difference there?
13 A It would be alittle bit nore than that.
14 Q How many?

15 A It would be 44 years.

16 Q And this was placed in service to earn a

17 return on in 1978; is that right?

18 A That's correct.

19 Q | have a fewnore | would |like to ask you

20 about .

21 The next page, the Manatee, Ringling Line, you

22 see that this is Page 2 of 67
23 A Yes.
24 Q That was purchased for $1.5 mllion and

25 change?
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1 A Correct.
2 Q And it was purchased when?
3 A I n 1996.
4 Q And when is it expected to go in service?
5 A Decenber of '22.
6 Q And is that 26 years?
7 A It is. Serves a very specific purpose, as you
8 can see fromthe description, to build a transm ssion
9 line for a double circuit to serve an area in the
10 Cortez, Bradenton area.
11 Q You don't have any reason to doubt the
12 accuracy of any of the itens that's -- that are found on
13 this exhibit; correct?
14 A No. W're trying to be as transparent as
15 possi ble -- properties. It's like | shared with you.
16 It's alittle dynamc if you're forecasting into the
17 future, and there's lots off noving parts with these.
18 Q All right. | wanted to flip you to Page 5.
19 We were just tal king about transm ssion assets; right?
20 A Correct.
21 Q And then the chart goes in and breaks up into
22  substations?
23 A Yes.
24 Q On Page 5 of 6 at the top --
25 A Yes.
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1 Q Now, that was 487,000 paid for it?
2 A Page 5 of 67
3 Q Yes, sir.
4 A For which site?
5 Q Port SED or Port SED substation. [It's the one
6 at the very top.
7 A Hol d up.
8 CHAI RMVAN BROWN:  It's on Page 5 of 6.
9 THE WTNESS: | had a different -- yes.
10 BY MR MOYLE: :
11 Q And -- and that was acquired when?
12 A I n Decenber of '95.
13 Q And when is the inspected -- expected
14 | n-service date?
15 A June of '24.
16 Q 29 years?
17 A It would be 29 years, yes.
18 Q And the -- going further down, there is one
19 called "Challenger." Do you see that? It's towards the
20 bottom of the page.
21 A Yes.
22 Q And that was two and a half acres in Brevard
23 County; is that right?
24 A Correct.
25 Q When was that acquired?
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1 A That one was acquired in February of 1970.
2 Q And what's the expected in-service date?
3 A It's Decenber of '28. This property has a
4 little bit of history to it though. So it was -- it was
5 -- if you notice, it wasn't placed into property placed
6 into future use until 1994. For the first 20 -- for the
7 24 years of this -- of that property, it was one of our
8 service centers, and it was utilized as our Titusville
9 Service Center. And in 1994 we closed that service
10 center just froma productivity and efficiency
11 per specti ve.
12 So at this point the property's still val ued
13 to us as far as it relates to future load growth in the
14 area. So it was placed into Property Held for Future
15 Use at that point.
16 CHAl RMVAN BROWN: M. Myle, could I ask you if
17 now is a good tine to stop for |lunch?
18 MR. MOYLE: | have about 25 nore -- no, I'm
19 ki dding. Yeah. That's fine.
20 CHAI RMAN BROWN:  Let's take a |lunch break, and
21 we wll be back at -- | can't see -- 1:15? 1:55.
22 Thanks.
23 (Wher eupon there was a short break for |unch.)
24 CHAl RMVAN BROWN: M. Mranda, are you ready?
25 THE W TNESS:  Yes.
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1 CHAl RVAN BROMN: Pl ease feel free to proceed.
2 MR, MOYLE: Thank you. Thank you, Madam
3 Chair.
4 BY MR MOYLE: :
5 Q M. Mranda, | was in the process of taking
6 you through Exhibit No. 640 and identifying a nunber of
7 projects there. It's Friday, and | know you have
8 responsibilities, and I think nmaybe | can nove it al ong
9 alittle bit if I could get you to agree that there are
10 many projects that we did not specifically tal k about
11  contained on Exhibit 640 that are -- have been in FPL's
12 rates for nore than 10 years; is that right?
13 A That would be correct. And this is a listing,
14 M. Myle, as you know, a listing of properties that,
15 you know, we have identified as potential -- and, you
16 know, what's not on here are, of course, are all the
17 properties that are currently in service, you know, that
18 serve -- our over 600 substations and transm ssion
19 i nes.
20 And as you know, and | think I've shared
21 before is, we reviewed these properties annually, and we
22 try to make the best possible decision of whether to
23 keep themor sell them And in sone of the cases we
24 sell them and, you know, those dollars -- if we nake --
25 you know, the increnental dollars we nmake we put back
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1 and vice versa. You know, if some of these projects --
2 the dates get noved in and out throughout tine.

3 So they're -- it's alot of noving -- it's a
4 dynamc part. And I'll just point out one great

5 exanple, if you don't mnd --

6 Q Actual ly, ny question just sinply was whet her

7 we could nove it al ong. By --

8 CHAI RVAN BROMWN: He did preface it that way.
9 MR, MOYLE: It sort of --

10 THE W TNESS:  Yes.

11 MR MOYLE: ~-- it sort of defeats the point.

12 BY MR MOYLE: :
13 Q But, no. You may have a chance to talk to

14  your lawyer on redirect. So why don't we just let --

15 A Ckay.

16 Q -- let that process run its course.

17 MR, MOYLE: And, Madam Chair, it is Friday;, so
18 maybe you can give ne a little latitude on this,

19 but --

20 CHAI RMAN BROWN:  Are you sayi ng give you

21 | ati tude because it's Friday?

22 MR, MOYLE: Indirectly, yes.

23 BY MR MOYLE: :
24 Q Have you heard the -- | don't know if "joke's"

25 the right word, but nmaybe it's an anal ogy about when all
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1 of a sudden Al exander Graham Bell -- he returns and he
2 Is wth Thonas Edi son, and both of themare -- you know
3 -- have cone back and are here in 2016 and are together,
4 and they're | ooking around. Have you -- have you ever

5 heard that?

6 MR GUYTON. |I'mgoing to object. That's

7 outside the scope of his rebuttal testinony.

8 CHAI RMAN BROAN:  You t hi nk?

9 MR, MOYLE: If permtted, | -- the point is --
10 this story was told to ne, and I'mnot a good joke
11 teller --

12 MR, GUYTON: | still object. I --

13 CHAI RVAN BROMN: Little outside of the scope
14 of the testinony, and you are testifying on

15 Al exander G aham Bel | .

16 MR, MOYLE: Al right.

17 BY MR MOYLE: :
18 Q Sir, you would agree that the tel ephone

19 | ndustry has changed dramatically and rapidly in the

20 | ast 20 years, and that now peopl e have these devices
21 that they talk on and calendar on and e-mail on. It's a
22 |l ot different than the wire line that may have been in a

23 home when you grew up; is that right?

24 MR GUYTON. (bjection. Beyond the scope of
25 the rebuttal testinony.
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1 CHAI RMAN BROWN:  Sust ai ned.
2 BY MR MOYLE: :
3 Q How | ong have you been working for FPL?
4 A 34 years.
5 Q Has there been any material change in how the
6 transm ssion and distribution and substation system
7 works and distributes electricity to custonmers?
8 A | think it's been pretty dranmatic over the
9 years since |I've been here.
10 Q Ckay. So when you first started, did you --
11 did you use transmssion lines to provide electricity to
12 custoners?
13 A Yes, we did.
14 Q And you still do today.
15 A Correct.
16 Q You still use distribution |ines?
17 A Yes, we do.
18 Q And you still use substations?
19 A Correct.
20 Q You still use big generating plants?
21 A Correct. But we also used a |ot of
22 technology; right? W have smart neters. W have
23 self-healing grids. W have all kinds of technol ogy
24  just -- you know, that have capabilities that we never
25 had before to be able to nore effectively distribute
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1 that power to our custoners, whether it's, you know --
2 and pass the upgrades to the conductors. |It's not the
3 sane conductor it was many years ago. They've been

4 upgraded to where it has nore capabilities than ever

5 bef or

e.

Q Do you -- when you're doing your planning

7 process, do you make assunptions with respect to how

8 things may change in the future wth respect to the

9  provi

10

sion of electricity to custoners?

A We have to be al ways watching on energing

11 technol ogi es.

12

13 your

Q So what assunptions are you making as you do

pl anni ng process now with respect to rooftop sol ar,

14 I f any?

15

16

17

18

19

20

21

22

23

24

25

MR GUYTON:. (Objection. |It's beyond the scope
of his rebuttal testinony.

MR MOYLE: He -- it's not. He's testified
about their planning process. That's the first
thing that | read.

CHAl RVAN BROMN:  Coul d you direct ne?

MR, MOYLE: Sure. On Page 4, Line 11.

CHAI RVAN BROMN: O hi's August testinony?

MR, MOYLE: That's right. It says, "Exclusion
of these properties would conpromse FPL's ability

to inplenent its dynam c planning process for
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| ocating and acquiring alternative properties to
bui l d necessary transm ssion and distribution
facilities."

| asked himthe question, explain the planning
process. He did. He's put it in play. A
foll owup question with respect to the planning
process whet her they consider things |like M. Robo
saying, we don't have a need for --

MR, GUYTON: (bjection. Counsel's now
attenpting to testify instead of respond. | sinply
said this is beyond his scope of his testinony
because you was aski ng him about rooftop sol ar
installations in regard to this -- to the planning
process.

MR, MOYLE: As it relates to their planning
process.

CHAI RVAN BROAWN: His -- his rebuttal testinony
Is pretty specific. | nean, just because he's got
the words "dynam c pl anni ng process"” in there
doesn't open up the door for himto testify about
t he planning on the broad basis.

I f you could be specific and tie it to his
rebuttal, that -- 1'Il allow the question, but
you' d have to rephrase it, or you can nove al ong.

MR, MOYLE: Okay. Thank you.
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1 BY MR MOYLE: :
2 Q I n your planning process, sir, do you consi der
3 advancenents that may be taking place in the future?
4 MR, GUYTON: (Objection. Asked and answered.
5 MR, MOYLE: That's what she just said | could
6 answer -- | could ask.
7 CHAI RMAN BROWN: | don't know if that answered
8 -- he can ask the question.
9 THE W TNESS: Coul d you repeat the question,
10 pl ease?
11 BY MR MOYLE: :
12 Q I n your planning process, do you consider
13 advancenents that may take place in the future?
14 A Yes. | think Wtness --
15 Q Yes or no, please.
16 A Yes. | think Wtness Mirley would be the best
17 to describe her forecasting tool which we depend on for
18 all the -- all the assunptions that are nmade in the
19 forecasting.
20 Q Ckay. She's not here; so you affirmthat you
21  could tal k about this.
22 So distributed generation. Do you plan and
23 consider that in your planning process?
24 MR GUYTON:. (Cbjection. |It's beyond the scope
25 of rebuttal.
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CHAl RMVAN BROWN: M. Myle, | don't believe
that this is the witness for this line of
questioning specifically addressing his rebuttal.

MR MOYLE: So -- well, | guess maybe | shoul d
just make a proffer. What | want to do is | want
to show that | believe they' re not considering
things like distributed generation. They're not
considering things |ike battery storage, and that
if they are considering that, they wouldn't have a
need to buy properties 30 years in advance and hol d
them That the nore prudent approach would be to
say, you know, given the changes that are on the
hori zon, maybe we shoul dn't buy properties so far
in advance. That's what I'mtrying to do with
respect to whether they are considering those
things because | think it inpacts your decision.

You don't have a rule about how far in advance
they can recover. One of the issues is can they go
beyond 10 years.

CHAl RVAN BROAWN: | do feel -- | feel sone of
that's appropriate, but | feel that you are tending
to go beyond the scope of his prefiled rebuttal.

Mary Ann?

No.

Mary Ann, please?
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

M5. MELTON. If it's beyond the scope of his
prefiled rebuttal, | think you have the discretion
to not allow himto go down that |ine of
questi oni ng.

CHAl RVAN BROMN:  Anne?

M5. BROMNLESS: Yes, ma'am |If you | ook at
M. Mranda's testinony on Page 4, Line 5, he's
specifically responding to M. Smth's
recommendations and M. Smth's direct testinony
whi ch have to -- have to do with renoving certain T
and D properties.

So ny question would be: Does M. Myle have
sone specific properties referred toin M. Smth's
reconmendati ons because that's what M. Mranda's
rebuttal is specifically directed to.

CHAIl RVAN BROMWN: That's a great suggesti on,
Suzanne.

M. Myl e?

MR MOYLE: Well, on Page 19, he -- Page 19,
Lines 6 through 16, he tal ks about the pl anning
study's ten-year horizon, and it's not an
appropriate cut-off for the purposes of determ ning
what property you acquire and when to acquire it.
And he goes on, "If we were to wait for -- to

acquire future property for transm ssion needs,
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1 we'd need to have a definitive in-service day for
2 new transmssion. O for a specific needs to
3 mani fest itself in a ten-year planning process.
4 Oten we would be left with limted or perhaps no
5 suitabl e choices and/or woul d face potential higher
6 cost.” And | think his rebuttal hits on the issues
7 ' m aski ng hi mabout.
8 M5. BROMWNLESS: And if you turn to the
9 previ ous page, on Page 18 they're tal king about,
10 again, OPC s Wtness Smth's rationale. Wtness
11 Smth made specific exclusions that he identified
12 in his testinony and specifically to which Dr.
13 Mranda is responding. Ergo, | think M. Myle is
14 trying to broaden the scope of the rebuttal.
15 MR, MOYLE: Can | just nake one point before
16 you rul e, please?
17 CHAl RVAN BROAN:  No. Not just yet. Wit one
18 second.
19 Ms. Brownl ess, so what woul d your suggestion
20 be?
21 M5. BROMNLESS: Wwell, if M. Myle can conme up
22 Wi th sone specific properties that he believes
23 shoul d be in there because -- based upon what M.
24 Smth is saying, then | think that woul d be
25 appropriate. But to tal k about generation planning
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1 in a broad sense or plants held for future use in a
2 broad sense, | think that was appropriate
3 cross-exam nation for direct testinony but not
4 appropriate cross-exam nation to respond to M.
5 Smth's concerns because that's what M. Mranda is
6 respondi ng to.
7 CHAI RMAN BROWN:  Excel lent. G eat advice.
8 M. Myle, please nove along with your -- or
9 your questions or try to do as suggested by
10 our legal staff.
11 MR, MOYLE: Okay. So just so we have a clear
12 record, | assune you're -- you're ruling that I'm
13 not able to ask him questions about as part of
14 their planning process whether they consider things
15 i ke distributed generation of batteries; is that
16 correct?
17 CHAI RMAN BROWN: Did | not say that? |
18 overrul ed your -- your direct question to him You
19 can pose a different question in accordance with
20 staff's recomendation. |[|f you can't, then you can
21 nove al ong.
22 MR MOYLE: |I'mnot sure | conpletely
23 under st ood what staff's recommendati on was; so |I'm
24 alittle --
25 M5. BROMNLESS: You want ne to clarify --
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1 MR MOYLE: | don't want to ask a question and
2 say, M. Mwyle, you're not listening to what Staff
3 sai d, but nmaybe you can provide clarity. As --

4 if --

5 CHAI RMVAN BROWN: My under st andi ng from what

6 Suzanne said, Ms. Brownl ess said, was that she

7 wants you to directly address his testinony as it

8 relates to M. Smth's. He's rebutting M. Smth's
9 testinony. |If you could point to specific

10 properties, that line of questioning wll be

11 permssible as it relates to pl anning.

12 MR MOYLE: | may have another way to come at
13 it. Let nme see if this will work.

14 BY MR MOYLE: :

15 Q Sir, do you and M. Smth have a dispute about
16 -- about the nunber of years for which property held for
17 future use should be sonething that rate payers should

18 pay for?

19 A "' mnot sure | understand the word "di spute,”
20 but --

21 Q D sagreenent with respect to sonething that

22 pronpted you to file rebuttal testinony, i.e., mster --

23 the wtness for OPC is saying anything |onger than 10
24  years shouldn't get recovery, and you're saying, well,

25 no, not exactly.
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1 A We believe that properties that we have -- and
2 properties held for future use as listed are reasonabl e
3 and necessary.

4 Q Did | characterize an issue in this case with
5 respect to how you and the expert w tness for OPC view
6 things with respect to a ten-year cut-off?

7 A Yes. He defines it that way. W define it

8 that these properties are necessary.

9 Q Ckay. And you say that notw thstanding the

10 fact that you use a ten-year planning process for FPL as
11 previously testified to; correct?

12 MR, GUYTON: Asked and answer ed.

13 CHAI RMAN BROWN:  He al ready answer ed.

14 BY MR MOYLE: :

15 Q Are you suggesting that the Comm ssion adopt a
16 particular view wth respect to how long a plant held

17 for future use should be recovered in rates?

18 A No. What we're saying is we -- we start our

19 pl anni ng process with a 10-year view, but it's a dynamc

20 -- there is a lot of pieces that nove throughout tine as

21 it relates to these properties whether it's

22 custoner-driven or load-driven, and that's how we -- we

23 make -- we do an annual review of these projects to nmake

24  sure that there's still a valid need for them

25 Q So then I'm nmaybe not m sunderstandi ng your --
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1 or I'mnot understanding your testinony clearly because
2 | -- | thought you said on Page 20 at Line 13, quote,

3 "That the test should be whether the facility is needed

4 or likely to be needed." |Is -- do | have that

5 I ncorrect?

6 A Which -- I'"msorry. Page what?

7 Q Page 20.

8 A Li ne?

9 Q Starts on Line 13. There is a sentence -- did

10 you read the sentence that says, "The test"?

11 A Uh- huh. Correct. Yes.

12 Q | read that correctly; didn't 17?

13 A Uh- huh.

14 Q And when you say "the test," you're referring

15 to what test?

16 A What we state there is that, you know, there
17 Is a technical review of the process, you know, when you
18 can identify load, a specific |oad, a specific custoner.
19 But sonetinmes there is just comopbn sense, you know. W
20 have sone -- sone areas that we've purchased property

21  where the |oad had materialized, or we -- to be

22 materialized, and it's grown. And so we woul d never be
23 able to acquire that property again. So we evaluate it
24 and say we are going to need a future |ocation at that

25 site. And so we conpletely reviewit, do an annual
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1 review, and if the property's not needed, we wll sell

2 it, and we wll sell it. And, you know, that --

3 whatever profits are made there go back to our

4  custoners.

5 Q So your proposed test is to in effect nmake it

6 kind of an ad hoc determ nation and | ook at the facts

7 and circunstances surroundi ng each particul ar piece of

8 property; is that fair?

9 A It's not an ad hoc for each one. It's a

10 consi st approach that we | ook at each piece of property
11 to determ ne, you know, what the value is for -- whether
12 reliability or load or any future growh in the area.

13 Q So given your testinony, when was the | ast

14  tinme you | ooked at the Arch Creek property?

15 A It woul d have been done annually; so it was

16  done under one of ny -- ny -- one of ny direct reports.
17 Q And not hing's convinced you for 30 years that
18 -- that it needed to change?

19 A That property is located in a very congested
20 part of North Mam, and that property is already sited
21 for substation. |It's a very critical site. Gowh

22 around it is -- continues to grow, and we believe that
23 it's still value-added, and it's in the right -- for our
24  custoners for the |long run.

25 Q Sir, the Florida |legislature has given you a
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1 tool to acquire property needed for transm ssion and
2 distribution lines including doing so in a hurry;

3 correct?

4 A Coul d you clarify that?

5 Q Do you have any understandi ng as to whet her
6 the Florida legislature has acted in any way to enabl e
7 you to acquire property for distribution and

8 transm ssion |ines?

9 A ' maware of sonme of the process we have if
10 you're referring to em nent domain.

11 Q What ' s your understandi ng of that process?
12 A W have a right to -- but, you know,

13 typically, it's for transmssion, but it's not the

14  process that is very easy to follow, and at the end of

15 the day, you know, anytinme we have -- in ny
16 recol lection, | don't have nmuch history with it, but it
17 IS a very expensive process. And typically you pay

18 significantly nore for that property at the end of the
19 day versus nmaking a prudent acquisition at this tine.

20 Q Do you have any studies that back up that

21 statenent that you just nade that | ook at the cost of

22 emnent domain as conpared to buying a piece of property

23 and holding it for a nunber of years?

24 A | don't have it with ne, you know --
25 Q Do you -- are there any that are out there?
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1 A | don't know if we have a study, if you wll,
2 but | know that our experience with em nent domain, you
3 know, where we have applied that it's very, very costly.
4 Q Do you have an understanding as to whether FPL
5 has the ability to use sonething called a "quick take

6 em nent domain statute"” that allows you to get the

7 property in a hurry so that you can do whatever you need
8 to do with respect to keeping the lights on and then go
9 argue about the fair value for that property later? Yes
10 or no, and then explain if you need to.

11 A No. I'mnot -- no. And, again, this is not
12 the type of action we want -- we want to inplenent with
13  our custoners. You know, these are planning processes.
14 We can nmake, you know, reasonable tinme frames, work with
15 our communities, make sure these substation sites are

16 sited property, work very closely, you know -- we want
17 to nmake sure that we're long-termpartners with our

18 custoners in these comunities.

19 Q And there's already a docunent in evidence; so
20 |'"'mgoing to ask you about it. But are you -- are you
21 acquiring any sites now for the purposes of |ocating

22 battery storage facilities? | read about doing

23 sonething in Flam ngo. Are you part of that effort

24  where you may be acquiring property for battery storage,

25 or no?
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1 A We have several projects going on to | ook at
2 battery storage and the power delivery organization.
3 Q Ckay. And | would assune that battery storage
4 -- that when you nake a deci sions about property rel ated
5 to battery storage there are different facts that you
6 would need to consider as conpared to maki ng deci sions
7  about substation location; is that fair?
8 MR GUYTON. (Cbjection. This is going beyond
9 the scope of this particular wtness's testinony.
10 It was addressing, | think, 16 particul ar
11 properties that were addressed by M. Smth in his
12 testinony and his rebuttal to those 16 properties.
13 CHAIl RVAN BROAN: M. Myle, it just addressed
14 just the T and D properties.
15 MR, MOYLE: Right. But he has -- he's kind of
16 put into play the whole process for FPL acquiring
17 properties, and he said, | got one going in
18 Fl am ngo. Just trying to understand is that part
19 of the rate case?
20 It's ny last question if that -- it has any
21 signi ficance.
22 CHAI RMVAN BROWN:  1'Il give you the latitude.
23 MR, MOYLE: Thank you.
24 THE W TNESS: Can you repeat the question,
25 M. Moyl e?
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1 BY MR MOYLE: :
2 Q The question -- may not state it exactly, but
3 It essentially was: with respect to decisions that are
4 bei ng made for acquiring property for the purposes of
5 battery storage, | assune that those decisions have
6 different facts and circunstances --
7 CHAI RVAN BROAN:. M. Myle, that's not exactly
8 what you asked.
9 MR. MOYLE: WMaybe they can read it back if
10 they want. You want to read the pendi ng question
11 back?
12 CHAI RMAN BROWN:  Thank you.
13 (Record read.)
14 MR. MOYLE: That's not a problem
15 BY MR MOYLE: :
16 Q You woul d agree that battery storage property
17 acqui sition decisions require consideration of different
18 facts and circunstances as conpared to deci sions about
19 substation location, all other things being equal;
20 correct?
21 A | don't know the answer to that yet.
22 Q Okay. Al right.
23 MR, MOYLE: And, Madam Chair, | know | said --
24 | have one little technical question --
25 CHAI RMAN BROWN: | only all owed you to ask
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1 t hat question because --

2 MR, GUYTON: It was conditional. No nore,

3 John.

4 MR, MOYLE: | know. |I'm sorry.

5 CHAI RMAN BROWN:  That was - -

6 MR GUYTON. That's what saved you from ny

7 obj ection on the |ast one.

8 MR. MOYLE: The Exhibit 22 that he identified

9 with Staff, | was going to ask hi m how nany pages
10 that was approximately if he knew.

11 CHAI RMVAN BROWN:  Are we going to go through
12 that again like we did |ast night?

13 MR, MOYLE: Just a question. |If he knows, he
14 can -- he identified a specific exhibit. | just
15 want to know how many pages approximately it is.
16 CHAI RMVAN BROWN: I f he knows.

17 THE WTNESS: | don't know. Wiich exhibit is
18 it?

19 BY MR MOYLE: :

20 Q It was the one that Ms. Brownl ess asked you.
21 There's this big exhibit, and then you have a small

22 portion of it. | want to know how many pages it was

23  approximtely.

24 A | don't know.

25 CHAI RMAN BROWN:  Fair enough. M. Myle, are
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1 you fini shed?

2 MR, MOYLE: Yes. At the risk of going --

3 going further, yes, | am Thank you.

4 CHAI RMAN BROWN:  Thank you. All right.

5 Hospi t al s.

6 MR SI GVELAND: W have no questions. Thank
7 you.

8 CHAl RVAN BROMWN:  Thank you. And good

9 afternoon. N ce to see you back.

10 Al right. Retail Federation.

11 MR LaVIA: W have no questions either.

12 CHAI RMVAN BROWN: Al right. FEA

13 MR, JERNI GAN: No questions. Thank you.

14 CHAI RMAN BROWN:  Thank you, M. Jerni gan.

15 Ms. Csank.

16 M5. CSANK: Madam Chair, | do have a few

17 guesti ons.

18 CHAI RMAN BROWN: | figured you did.

19 EXAM NATI ON

20 BY M5. CSANK: :

21 Q Good afternoon, M. Mranda.

22 A Good afternoon.

23 Q My nane is Diana Csank. 1'm here of behalf of
24 the Sierra Cub, and |"'mgoing to follow up a bit on the
25 line of questioning fromM. Myle, but I'll keep it
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1 brief.

2 You say FPL makes efforts to mtigate

3 transm ssion and distribution-related costs where

4 possi ble; is that right?

5 A Yes.

6 Q And specifically on Page 3 of your prefiled
7 rebuttal testinony in Lines 18 to 20, you refer to

8 initiatives to mtigate upward cost pressure affecting

9 FPL's renoval costs; is that right?

10 A |'"msorry. Page --

11 Q Page 3, Lines 18 to 20.

12 A Yes.

13 Q And then on Page 17 of your prefiled rebutta

14 testinony, you also state that FPL has net its storm
15 har deni ng capital expenditures budget 100 percent of the

16 time between 2012 and 2015.

17 A I|"'msorry. Can you repeat the page?
18 Q Page 17.

19 A Yes.

20 CHAI RMVAN BROWN:  Lines 8 and 9.

21 THE W TNESS: Ckay.

22 BY MS. CSANK: :

23 Q Yeah.

24 A Yes.

25 Q And that -- that's a trend that will conti nue.
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1 The budget -- the actual expenditures wll generally
2 cone very close to the budgeted anounts?
3 A W will execute in our plan.
4 Q Does FPL benchmark its performance in this
5 regard to other utilities?
6 A As it relates to --
7 Q To the storm hardeni ng expenses and your ot her
8 transm ssion distribution-related expense.
9 A On the capital conponent?
10 Q Yes.
11 A W -- we | ook at what other industries, other
12 utilities are doing as far as hardening is concerned.
13 As far as the expenditures, they're based on our
14 har deni ng plan that we submt to the Comm ssion every
15 three years.
16 Q Are the results of such benchmarking to other
17 utilities in the record in this case?
18 A | don't know what's on record, but follow ng,
19 for exanple, Tropical Storm Sandy in the northeast, you
20 had conpani es |i ke PEPCO t hat announced hardeni ng
21 initiatives, and so those are the type of things that we
22 refer to.
23 Q And do you know how you conpared to those
24 utilities in their initiatives?
25 MR, GUYTON. (bjection. Beyond the scope of
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1 the rebuttal testinony.
2 CHAI RMAN BROWN: |'m going to give Ms. Csank a
3 little latitude here.
4 M5. CSANK: Thank you.
5 THE WTNESS: As far as the anount that they
6 -- that they -- if you'll forgive ne one second
7 maybe.
8 CHAl RVAN BROMN: Wil e you do that, can you
9 just tell us what you're referring to?
10 THE W TNESS: Just | ooking at what -- what
11 t heir announced plan was just at the tine.
12 BY M5. CSANK: :
13 Q If you can't find it, then a range is fine.
14 A | want to say it's a pretty significant
15 I nvestnment. So they were going to harden, do very
16 simlar things after Hurricane Sandy, harden sone
17 feeders, put sone -- sone flood nonitors type equi pnent.
18 Very simlar.
19 Q Are you aware that geographically targeted
20 energy efficiency neasures can defer or entirely
21 elimnate the need for transm ssion and distribution
22 costs?
23 MR, GUYTON. (bjection. Beyond the scope of
24 the rebuttal.
25 CHAI RVAN BROMN:  Again, |I'mgoing to give
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1 Ms. Csank a little latitude here. Overrul ed.

2 M5. CSANK: Thank you, Madam Chair.

3 THE WTNESS: You nean as far as efficiency,
4 you know, of honmes and so forth can defer sone of
5 it. You know, we see continued new grow h, you

6 know, continued to add |ots of new custoners in our
7 service territory.

8 So though you see sone efficiency as far as
9 honmes, whether it's air-conditioning and so forth,
10 we still see the increnental addition of new

11 custonmer growth in our service territory.

12 BY M5. CSANK: :

13 Q Thank you, M. Mranda. That wasn't quite ny
14 guesti on.

15 | was asking whether you're aware, as a

16 general matter, that geographically targeted energy

17 efficiency nmeasures can defer or entirely elimnate the
18 need for transm ssion and distribution-related capital

19 expenses?

20 MR GUYTON. (bjection. Assunes facts not in
21 evi dence.

22 CHAl RVAN BROMN:  Ms. Csank, can you rephrase
23 your question?

24 M5. CSANK:  I'IIl try.

25 BY MS. CSANK: :
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1 Q So when you refer to the various mtigation

2 initiatives that FPL has undertaken to reduce its

3 transmission and distribution-related costs, can you say

4 anything to us with respect to whether that includes

5 geographically targeted energy efficiency neasures?

6 A And coul d you define "energy efficiency" for

7 -- for ny sake?

8 Q Energy efficiency is a suite of technol ogi es

9 that typically -- well, I think it's described further
10 by Wtness Koch as far as what FPL's prograns are, but
11 there are various technol ogi es that can reduce denand

12 and have applications throughout the econony to reduce
13 energy demand. Are you famliar with energy efficiency
14 as |I've explained it?

15 A Not in that context that you're referring to.
16 Q Ckay. How woul d you define energy efficiency?
17 CHAI RMAN BROWN: | think you're getting

18 into -- going excessively beyond the scope.

19 BY M5. CSANK: :

20 Q | think this is a very inportant point because
21 to the extent that you were describing to M. Myl e that
22 there is a very dynam c planning process and with

23 respect to these property you' re | ooking at them on

24 annual basis. You said that the key driver -- excuse ne
25 -- the key drivers were custoner driven and | oad driven,
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1 and to the extent that you're |ooking at |oad, then
2 presumably you're | ooking at the various factors that
3 determne load. And demand woul d be one of those;
4 right?
5 A Correct.
6 Q And demand can be mitigated and reduced using
7 energy efficiency; is that generally right?
8 MR, GUYTON: (Objection. The w tness has
9 al ready stated that he doesn't have an awareness of
10 what this particular counsel is asking about. Now,
11 she's trying to testify through the --
12 CHAI RMAN BROWN:  (Cbj ecti on sust ai ned.
13 M5. CSANK: Very wel | .
14 BY M5, CSANK: :
15 Q M. Mranda, it sounds |like you are aware of
16 what sone other utilities are doing wwth respect to
17 I nnovative techni ques for reducing transm ssion and
18 distribution-related costs. |Is that a fair --
19 A That's not what | said.
20 Q No?
21 A What | said was as it relates to the hardening
22 i nitiatives.
23 Q Are you aware of whether those other utilities
24 are including energy efficiency neasures as part of
25 their hardening neasures?
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1 A Again, |'mnot sure how you're defining energy
2 efficiency in that context.
3 M5. CSANK: G ve ne a nonent, please?
4 CHAl RVAN BROMN:  Sur e.
5 BY MS. CSANK: :
6 Q Can we agree to refer to energy efficiency as
7  the demand-si de prograns that the conpany has?
8 A kay. That woul d be outside of ny
9 responsibility.
10 Q Ckay. But so -- so is your testinony that for
11 the -- for the transm ssion and distribution-rel ated
12 budgets that you' re presenting to this Conm ssion, you
13 have not consulted with col | eagues who work on the
14  demand si de?
15 A Again, the entire process -- Wtness Mirl ey
16 puts together the | oad forecast for the entire conpany,
17 and she coordi nates throughout the entire business
18 units, all the business units, in order to prepare that
19 f orecast.
20 Q And so beyond the forecasts that you' re given
21 by Dr. Morley's group, you do not further investigate
22 t he application of denmand-side neasures to --
23 A That's -- that's --
24 MR, GUYTON: (Objection. That goes to his
25 direct, if at all relevant, and it certainly
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doesn't go to rebuttal.

CHAI RVAN BROAN: | tend to agree.

M5. CSANK: Madam Chair, his testinony is that
t hese expenses -- trying to figure -- he has
testified to the way that the conpany addresses
year-on-year whether the 18 properties and ot her
budgeted itens should remain on its bal ances
sheets, and what I'mtrying to understand is
whet her there is any reconciliation or
consi deration of demand-side resources and their
ability to put downward pressure on those costs.
And so far | have been unsuccessful in getting at
that, but |I think it's very inportant because
there's potentially very significant savings.

CHAI RVAN BROWN: St aff?

M5. BROMLESS: |'msorry. | was reading the
rebuttal, and I didn't hear that. |If you could
restate that, please.

M5. CSANK:  I'Il try. M. Mranda in his
rebuttal testinony is

speaking to the accuracy of the various
transm ssion and distribution-rel ated budgets that
are in this case, and what I'mtrying to explore
with himis to what extent in addressing the

testinony fromother intervenors he is reflecting
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1 the conpany's efforts to incorporate demand-side
2 nmeasures in its efforts to mtigate those costs.
3 CHAI RVAN BROAWN:  FPL?
4 MR, GUYTON: That is a mscharacterization --
5 ['"'msure quite unintentional, but it is a
6 m scharacteri zation of what -- of the scope of the
7 rebuttal testinony.
8 All he is addressing is the rebuttal
9 testinony. It is not the entire transm ssion and
10 di stribution budget. It is sinply a handful of
11 properties that M. Smth had suggested be
12 di sal |l oned, and he's addressed why they shoul d be
13 allowed. It is not -- this is not a referendum on
14 DSM and how it may inpact or void transm ssion and
15 di stribution.
16 If that were part of the scope of this case,
17 which it's not, it would be in the DSM docket t hat
18 shoul d have properly been asked in direct, not on
19 rebuttal.
20 CHAl RVAN BROMWN:. St aff?
21 M5. BROMLESS: | agree.
22 CHAI RMVAN BROWN: Wy now?
23 M5. BROMNLESS: Because the purpose of
24 rebuttal is for the conpany to be allowed to very
25 specifically address issues that are raised in the
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1 I ntervenor testinony. The issues that Ms. Csank is
2 speaki ng about, | believe she cross-exam ned ot her
3 W tnesses on with regard to their direct testinony;
4 so | guess | have two points |I'd |like to nmake.
5 No. 1, that there were other FPL direct
6 W t nesses who nore fully addressed the issues, and
7 No. 2 is | |looked at the rebuttal testinony that's
8 been filed here. It does not address that issue or
9 address intervenor testinony that brought that
10 I ssue up.
11 M5. CSANK: Madam Chair, may | just interject?
12 When | was examning M. Barrett, that was after
13 M. Mranda's direct testinony, and he referred ne
14 specifically to M. Mranda and said those
15 guestions that | was putting to M. Barrett at the
16 time were better put to M. Mranda. So it would
17 be prejudicial for ne not to be able to ask this
18 W t ness those types of questions.
19 | promse to keep it short. | only have about
20 three questions left.
21 CHAI RVAN BROAN:  FPL?
22 MR, GUYTON:. The sane series of questions were
23 asked of M. Silagy at the beginning of the
24 hearing, and he referred sone of the sane questions
25 to M. Mranda. M. Mranda cane and went on
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1 direct without those questions. The tinme has
2 passed.
3 CHAl RVAN BROMN: Mary Ann?
4 M5. MELTON: Madam Chairman, | agree with the
5 statenents that Ms. Brownl ess nmade about rebuttal.
6 The purpose of rebuttal is for the -- the
7 petitioner to be able to narrowy craft a response
8 to the testinony filed by the intervenors, and if
9 the Florida Power & Light did not address any of
10 the issues raised by the Sierra Cub now, then I
11 think that you can nove on.
12 CHAI RVAN BROMAN:  (bj ecti on sust ai ned.
13 M5. CSANK: Ckay. |If I may have just a
14 nmonment ?
15 CHAI RMAN BROWN:  Sure. Take your tine.
16 M5. CSANK: Thank you.
17 BY M5. CSANK: :
18 Q M. Mranda, are you aware that other electric
19 utilities have been able to integrate in their |long-term
20 forecasting energy efficiency and thereby defer hundreds
21 of mllions of dollars worth of planned transm ssion
22 I nvestnments? |s that sonmething that conmes up in your
23 annual reviews with respect to the 18 specific sites
24 that are identified in your rebuttal testinony?
25 MR GUYTON. (bjection. Assunes facts not in
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1 evi dence. Counsel's testifying as to what other
2 conpani es have done.
3 CHAl RVAN BROMAN:  (bj ecti on sust ai ned.
4 BY MS. CSANK: :
5 Q Are you aware of any utilities that are
6 deferring significant transm ssion and
7 di stribution-rel ated expenses as a result of
8 I ncorporating and integrating demand-si de neasures into
9 their review of transm ssion-rel ated pl anned
10  expenditures?
11 MR GUYTON:. (bjection. Goes beyond the scope
12 of the rebuttal.
13 CHAl RVAN BROMAN:  (bj ecti on sust ai ned.
14 M5. CSANK: No further questions. Thank you.
15 CHAI RMAN BROWN:  Thank you.
16 Al right. Walmart. Oh, yeah. That's right.
17 She was excused.
18 AARP.
19 MR, MCRAY: No questi ons.
20 CHAI RMAN BROWN:  Thank you. M. Skop.
21 MR, SKOP: Thank you, Madam Chair. Just one.
22 EXAM NATI ON
23 BY MR SKOP::
24 Q Good afternoon, M. Mranda.
25 A Good afternoon, M. Skop.
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1 Q Just generally, if | could ask you to turn to
2 Pages 5 through 11 of your rebuttal testinony.

3 A Page 5 through 11?

4 Q Yes. Just generally. |If FPL's actual

5 spendi ng for storm hardening was | ess than the

6 Comm ssion approved anount that was incorporated at the
7 base rates for respective test years, then FPL custoners
8 would not be receiving the full benefit of the anount

9 that they had paid for storm hardeni ng; correct?

10 A |'"'msorry. Could you repeat that?

11 Q Yes. It's a long question. |If FPL's actua

12 spendi ng for storm hardening was | ess than the

13 Comm ssi on-approved anount that was incorporated into

14 base rates for respective test years, then FPL custoners
15 would not be receiving the full benefit of the anount

16 that they paid for -- or excuse ne -- would not be

17 receiving the full benefit of the anmount that they paid

18 for storm hardening; correct?

19 A "' mnot sure | understand exactly what you're
20 saying.

21 Q "1l put it in sinple terns. |If you had a

22 | ar ge vari ance between actual and what was i ncorporated
23 into the base rates --

24 A | understand. You know, | don't know the

25 mechani cs of when the actual goes into rate base or not.
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1 It's -- | don't think it's driven by the budget anount
2 but nore of what we actually spend in those respective
3 years that gets translated into the rate base. And that
4 would be nore -- again, Wtness Barrett can probably
5 gi ve you the nechanics of that.
6 Q Ckay. Thank you.
7 MR, SKOP: No further questions.
8 CHAI RMAN BROWN:  Thank you, M. Skop. Staff?
9 Conmm ssi oners? Conm ssi oner Edgar?
10 COW SSI ONER EDGAR: Thank you, Madam Chair.
11 | just wanted to follow up quickly, briefly.
12 EXAM NATI ON
13 BY COWMM SSI ONER EDGAR: :
14 Q On one or two of the questions that | asked
15 you, M. Mranda, when you were here on direct the other
16 day, | think I nentioned in those -- that brief exchange
17 that when | had read sone of the prefiled testinony that
18 It seened that there m ght have been sone confusion on
19 anmpunts in different categories of amount. And while
20 "' mlooking at your rebuttal testinony -- and |I'm
21 starting on Page 6, one of the questions that is posed
22 toyouis that -- and I'mreading -- |'m paraphrasing
23 fromthe text in front of ne that Wtness Shultz stated
24 that it's difficult to tease out storm hardening issues
25 and costs fromsone of the others.
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1 So when | spoke with you the ot her day, |
2 asked you if the delta increase for storm hardening from
3 -- request fromthe anmount for 2016 to the request for

4 2017 was 175 mllion, and you said that that is correct.

5 A Let nme maybe give you all the -- the right
6 nunbers so -- because | went back and -- just to

7 clarify --

8 Q And that may be exactly what |'m asking

9 because | had one nunber we tal ked about, and then you
10 gave ne anot her set of nunbers. And then when | went

11 and conpared that to what's in your rebuttal, it's a

12 slightly different set of nunbers, and that's what |

13 wanted to clarify.

14 A And as you can only inagine, there is so nmany
15 conponents wthin the --

16 Q Absol ut el y.

17 A -- FPSC hardening. You've got the pole -- the
18 pol e repl acenent program You' ve got just the feeder

19 conponent .

20 So depending on how we define it, if you want
21 to know feeders only, which is the feeder hardening with
22 just the storm hardening docket in, and of it -- by

23 itself, for "16, '17, and '18 would be 357 mllion for
24 2016, 487 mllion for "17, and 675 mllion for '18.

25 That woul d be for feeders only.

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



2791

1 Q Ckay.
2 A Now, if you | ooked at other conponents of
3 hardening, if you will, but they're a little bit

4 different, sone were under the 10-point plan and not

5 under the hardening, but pure hardeni ng was j ust

6 strictly that anmount, and then we al so added the

7 | aterals in 2018 of $75 mllion.

8 Q Ckay.

9 A So that nakes up the absol ute, pure hardening
10 conponent .

11 Now, there's other initials under the 10-point
12 pl an that address hardening in a different way. So, for
13 exanpl e, the transm ssion pole replacenent program and
14 the distribution rate that sits in a different bucket,
15 but --

16 Q Are there increase -- thank you. | think

17 you're right on where ny questions were.

18 So, for instance, that other piece of the --

19 the additional piece of the 10-point plan that you were

20 just nentioning regarding transmssion, is there an

21 I ncrease”?

22 A Those are nore steady state.

23 Q Ckay.

24 A Those have been nore steady state. So, for

25 exanple, in the replacenent transmssion, it's -- this
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1 year we'll spend 45 mllion. "'"17 is 50 mllion. 2018

2 is50mllion --
3 Q Ckay.
4 A -- last year we spent 49 mllion. So it's

5 really a steady state. Really the increase is really in
6 the Feeder hardeni ng conponent of it.

7 Q Ckay. And the nunbers you just read are even
8 slightly different than the ones we tal ked about before,
9 but I'mgoing to go with those.

10 A These are the absol ute nunbers.

11 Q Al right. Thank you. And then just flipping
12 to Page 10, and you just touched on this in Lines 6 and
13 7. You tal ked about the -- the 2018 plan to target and
14 harden |aterals. So this and the nunber you just gave
15 me is 75 mllion.

16 A 75.8 mllion, yes.

17 Q kay. 75.8 mllion for laterals. So that

18 effort that you're referring to there for 2018, is that
19 the first -- the first year that the laterals are

20 pl anned to be a part of the overall hardening plan?

21 A That's correct. As part of the submttal for
22 the 20 -- for approval for '16 through '18 in the

23 har deni ng conponent, we've introduced the |atera

24 hardening for the first tinme, and that is nore to

25 under stand, you know, what -- what we need to start
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1 doing on these laterals. You know, we have a | ot of

2 custoners sonetinmes on sone of these |aterals.

3 So it's kind of what we call a toe in the

4 water to get an understanding of what it's going to take
5 to harden sone of these laterals as we nove forward. So
6 we're going to --it's proposed to do about 850 of those.
7 W have about 80,000 laterals in our service territory;
8 so that's a very small percent in 2018 what we're

9 pr oposi ng.

10 Q Okay. Al right. Thank you.
11 A Ckay.

12 CHAI RVAN BROWN:  Redi rect ?

13 MR, GUYTON: Thank you.

14 FURTHER EXAM NATI ON

15 BY MR GUYTON: :

16 Q M. Mranda, I'"'mgoing to try to expedite

17 this, and rather than take you through the series of
18 exhi bits you've been asked, | just want to turn you to
19 M. Shultz's Exhibit HM6 that you were referred to by
20 counsel for OPC.

21 A Yes. | amthere.

22 Q Al right. Wuld you quantify for the

23 Comm ssion what M. Shultz suggests is the appropriate
24  vegetation managenent expense for the year 20177

25 MR MOYLE: That's already testinony on the
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1 record. Now he's asking this witness to comment on
2 the testinony that's already in the record from

3 another witness? It's inproper. | object.

4 MR GUYTON. Merely laying the predicate.

5 CHAI RMVAN BROWN:  (Cbj ecti on overrul ed.

6 THE WTNESS: Its reconmended anmount is

7 $60, 900, 000.

8 BY MR GUYTON: :

9 Q And what is his recommended anount for

10  vegetation managenent for 20187

11 A 62, 100, 000.

12 Q And how does that conpare with FPL's actua
13  vegetation nmanagenent expenses for 2015 shown on that
14 same exhibit?

15 A It's a smaller amount. 2015, we -- our actual
16 spend was $62, 900 which, as you know, it's -- you know,
17 we're still dealing with growi ng service area, nore

18 trees, and so it's -- it's significantly |less than what
19 we even spent, you know, in 2015, and this is for '17
20 and '18. And at the end of the day, we have

21 responsibility to fulfill the obligations of the

22 Conmm ssion, to do our three-year hardeni ng and si x-year
23 | at eral .

24 Q And those vegetation and nanagenent expenses

25 that are shown for actuals on years 2011 through 2015
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1 and then your budget, those are for the vegetation
2 managenent plan that you filed with the Comm ssion?
3 A Yes, they are.
4 Q And how, if at all, do those vegetation
5 managenent expenses affect the conpany's siting?
6 M5. CHRI STENSEN: (Objection. | think that
7 goes beyond the scope of what | asked in ny cross.
8 CHAl RVAN BROMWN: M. Quyton?
9 MR, GUYTON: | would agree. | will wthdraw
10 t he questi on.
11 CHAl RVAN BROMWN:  You' Il wi thdraw t he questi on.
12 BY MR GUYTON:
13 Q M. Myl e asked you a series of questions
14 about sone properties that the conpany has held for nore
15 than 10 years and property held for future use?
16 A That's correct.
17 Q And in response to one of your responses -- in
18 response to one of his questions, you made a renark
19  about having sold sone of that property. D d | hear
20 that correctly?
21 A Yes.
22 Q If there is a sale of property out of plant
23 held for future use, what is done with the gain on that
24 sal e?
25 A Those gains are returned back to our
Premier Reporting (850) 894-0828 Reported by: Kairisa Magee
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1 custoners.

2 Q Now, you were asked about the conpany's right
3 of em nent domain. Do you recall that?

4 A Yes, | was.

5 Q Are you famliar with the transm ssion |ine

6 that FPL's planning along U.S. 1 through South M am and
7 Coral Gabl es?

8 MR. MOYLE: That is beyond what | asked him
9 | asked him as a general question whether he's
10 famliar wwth it. Now he's going into sone

11 specific matter. | think that's inappropriate.
12 " mgoing to object.

13 CHAI RVAN BROAN: M. Guyton.

14 MR GUYTON. | can -- I'lIl rephrase the

15 questi on.

16 CHAI RMVAN BROWN:  Ckay.

17 BY MR GUYTON: :
18 Q Are you aware of any conpany attenpts to apply

19 t he doctrine of em nent domain for a transm ssion |ine?

20 A | -- as it relates to that area, no.

21 Q Ckay.

22 MR GUYTON. That's all the questions we have.

23 CHAI RMVAN BROWN:  Ckay. Exhibits. M. Guyton

24 you have two.

25 MR GUYTON: | do. They are Exhibit 350 and
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1 349. We will nove both of those exhibits.

2 CHAI RMAN BROWN:  Any obj ections? Seeing none,
3 we will nove Exhibit 349 and 350

4 into the record.

5 (Wher eupon Exhibits No. 349 and 350 was

6 admtted into record.)

7 CHAl RVAN BROWN: O fice of Public Counsel, you
8 have three exhibits, 704 through 706.

9 M5. CHRI STENSEN: Yes. Ofice of Public

10 Counsel woul d nove 704, 705, 706.

11 CHAI RMVAN BROWN:  Any obj ection?

12 MR, GUYTON: No objection.

13 CHAl RVAN BROMWN:  All right. W'Ill nove 704,
14 705, 706.

15 (Wher eupon Exhi bits No. 704, 705, 706 was

16 admtted into the record.)

17 CHAI RMAN BROWN:  |'m sure M. Mranda wants to

18 be excused.

19 THE W TNESS:. Thank you.

20 MR GUYTON:. And if he may be excused fromthe

21 heari ng?

22 CHAI RMAN BROWN:  Yes. You are done. You are

23 excused. Safe travels.

24 THE WTNESS: Thank you very much. Hopefully

25 we all have nice weather, and we avoid the storm
Premier Reporting (850) 894-0828 Reported by: Kairisa Magee
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1 Thank you.

2 CHAI RMAN BROWN:  Thank you. Take care.

3 We are going back to direct now, and the next
4 witness that is listed in order is M. Tiffany

5 Cohen. So we'll be getting to her now. Thank you.
6 (Wher eupon there was a short break.)

7 CHAl RVAN BROMWN:  Ms. Cohen, pl ease stand and
8 rai se your right hand.

9 (Gat h adm ni st ered)

10 CHAI RMAN BROWN:  Thank you. And | want to

11 wel cone you to the Comm ssion. | saw you in the
12 back | ast night --

13 THE W TNESS: Thank you.

14 CHAl RVAN BROAN: -- at the late hour. So

15 t hank you for being here.

16 THE W TNESS: W returned.

17 CHAI RMAN BROWN:  Thank you.

18 TI FFANY C. COHEN

19 called as a witness herein, having been first duly sworn
20 to speak the truth, was exam ned and testified as

21 fol |l ows:

22 EXAM NATI ON

23 BY M5. CLARK:

24 Q Wul d you pl ease state your nanme and busi ness

25 address for the record?
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1 A It's Tiffany Cohen. 700 Universe Boul evard,
2 Juno Beach, Florida 33408.
3 Q By whom are you enpl oyed and in what capacity?
4 A " menpl oyed by FPL as a seni or manager of
5 rat e devel opnent.
6 Q And have you prepared or caused -- and caused
7 to be filed 28 pages of direct testinony in this
8 proceedi ng?
9 A Yes.
10 Q And you did not file an errata; is that
11 correct?
12 A That's correct.
13 Q If | asked you the questions contained in your
14 direct testinony, would your answers be the sanme?
15 A Yes.
16 M5. CLARK: Madam Chairman, | woul d ask that
17 Ms. Cohen's prepared direct testinony be inserted
18 in the record as though read.
19 CHAI RMAN BROWN: We will insert Ms. Cohen's
20 testinony into the record as though read.
21 (Prefiled direct testinony inserted into the
22 Record as though read.)
23
24
25
Premier Reporting (850) 894-0828 Reported by: Kairisa Magee
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1.  INTRODUCTION

Please state your name and business address.

My name is Tiffany C. Cohen, and 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 the Senior Manager of Rate Development in the Rates &
Tariffs Department.

Please describe your duties and responsibilities in that position.

I am responsible for developing the appropriate rate design for all electric
rates and charges. Additionally, I am responsible for proposing and
administering the tariff language needed to implement those rates and charges.
Please describe your educational background and professional
experience.

I hold a Bachelor of Science Degree in Commerce and Business
Administration, with a major in Accounting from the University of Alabama.
I obtained a Master of Business Administration from the University of New
Orleans. I am also a Certified Public Accountant. I joined FPL in 2008 as the

Manager of the Nuclear Cost Recovery Clause. 1 assumed my current
position in June 2013. Tam a member of the Edison Electric Institute (“EEI”)

Rates and Regulatory Affairs Committee, and I have completed the EEI

Advanced Rate Course. Prior to joining FPL, [ was employed at Duke Energy
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for five years, where I held a variety of positions in the Rates & Regulatory
Division, including managing rate cases, Corporate Risk Management and
Internal Audit departments. Prior to joining Duke Energy I was employed at
KPMG, LLP.
Are you sponsoring any exhibits in this case?
Yes. Iam sponsoring the following exhibits:

e TCC-1 MFRs and Schedules Sponsored or Co-sponsored by Tiffany

C. Cohen

¢ TCC-2 FPL Bill Comparisons - January 2016 to January 2020

e TCC-3 Florida Utility Bill Comparison

e TCC-4 Change in the Consumer Price Index versus FPL Bills

e TCC-5 Parity of Major Rate Classes

e TCC-6 Summary of Proposed Rates for Major Rate Schedules
Are you sponsoring or co-sponsoring any Minimum Filing Requirements
(“MFRs”) and schedules in this case?
Yes. Exhibit TCC-1 lists the MFRs and schedules that I am sponsoring and
co-sponsoring.
What is the purpose of your testimony?
The purpose of my testimony is to support FPL’s proposed base rates and
service charges that will produce revenues sufficient to recover the Company's
jurisdictional revenue requirements in the 2017 Test Year, the 2018

Subsequent Year and the limited scope adjustment in 2019 when the
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Okeechobee Clean Energy Center (“Okeechobee Unit”) is projected to go into
service.
Please summarize your testimony.
My testimony addresses the following general areas:

° Overview of base revenues and rate structures;

e  Forecast of base revenues;

e  Development of FPL’s proposed target revenues by rate class;

e  Development of the proposed service charges;

. Proposed changes to existing base rates;

e  Other tariff changes; and

e  Proposed rates for the 2019 Okeechobee Limited Scope Adjustment

(“2019 Okeechobee LSA”).

FPL's jurisdictional revenue requirements for the test year ending December
31, 2017, reflect the need for an increase in base revenues of $866 million in
January 2017, a subsequent year adjustment in base revenues of $262 million
in January 2018, and $209 million in June 2019 for the 2019 Okeechobee

LSA.

As reflected in Exhibit TCC-2, page 1, the base component of the typical
residential (1,000 kilowatt-hours) bill would increase from $57.00 in April
2016 to $65.56 in January 2017, then to $68.20 in January 2018 and to $70.28
in June 2019. This is an increase of $8.56 in January 2017, $2.64 in January

2018 and $2.08 in June 2019, for a total impact of $13.28 or 44 cents per day.
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As discussed by FPL witness Ousdahl, these amounts do not reflect the

proposed transfer of the West County Energy Center Unit 3 (“WCEC3”) from
clause recovery to base rate recovery, which is the approach under the current
2012 Rate Settlement. This transfer will not have any impact on customers’
total bills. For illustrative purposes, WCEC3 is shown separately in Exhibit

TCC-2.

Exhibit TCC-3, pages 1-2, shows that FPL’s typical residential 1,000 kWh bill
(“typical bill” or “typical residential bill”) at proposed rates is expected to
remain among the lowest in the state as compared to the other reporting
Florida utilities’ typical residential bills at current rates. As shown in Exhibit
TCC-2, under FPL’s rate proposal, the five-year compound annual growth rate
(“CAGR”) of the total bill increase from January 1, 2016, through the end of
the four year rate proposal on December 31, 2020, is projected to be

approximately 2.8 percent.

Exhibit TCC-3, page 5, shows that FPL’s Commercial and Industrial (“CI”)
bills are also among the lowest in the state of Florida and significantly below
the state average (as compared to the 38 electric utilities reported by the

Florida Municipal Electric Association).

The CI rate classes will experience varying increases in January 2017

depending on the current rate of return for each class as compared to the
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system average rate of return, i.e., parity index, for each respective class.
FPL’s filing proposes adjustments to rates and charges to more closely reflect
the projected cost of service for the various rate classes, and thus address
parity, while following the Florida Public Service Commission’s (“FPSC” or
“Commission”) practice of limiting base rate increases to 1.5 times the system
average increase in total rate class operating revenue as well as providing no
rate decreases. MFR E-8 shows that the 2017 total increase for CI rate classes
is between less than one percent and 12.3 percent. Exhibit TCC-2, pages 2
through 5, shows the proposed typical bill changes for 2017, 2018 and 2019
for four CI rate classes (General Service, General Service Demand and
General Service Large Demand 1 and 2), which encompass over 95 percent of

FPL’s CI customers.

FPL has a proven track record of providing customers excellent value in their
electric service. FPL’s typical residential and CI bills have continually been
among the lowest in Florida and well below the national average. As of
December 2015, FPL’s typical residential bill was about 20 percent below the

state average and approximately 30 percent below the national average.

Since 2006, FPL’s typical residential bill has actually decreased 14 percent,
while the national average typical bill has increased by 29 percent. Also over
the same period, CI typical bills have also decreased 16 percent to 23 percent.

Exhibit TCC-4 demonstrates that from 2006 to 2020, FPL’s projected typical
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1 residential bill will have decreased by 1.4 percent, and the projected CI typical
2 bills will have decreased between 3 percent and 9 percent, while the projected
3 Consumer Price Index (“CPI”) will have increased 33 percent. FPL’S CI bills
4 continually rank near the lowest in the state and, depending on the size of the
5 customer, are between 20 and 41 percent below the national average. As
6 shown in Exhibit TCC-4, current CI customer bills are also significantly lower
7 than they were in 2006, in spite of the inflation-related increases in consumer
8 costs as measured by CPL. This is a significant accomplishment — one that has
9 provided tremendous value for our customers.

10

11 FPL’s track record in providing excellent value to our customers is further

12 illustrated by the impact on rates of FPL’s achievements in controlling non-

13 fuel operation and maintenance costs. FPL witness Reed estimates FPL’s

14 non-fuel operation and maintenance costs would have been $1.9 billion higher

15 if FPL were just an average performer in this metric. The rate impact of that

16 savings is approximately $17 a month for our customers (typical residential

17 bill).

18

19 II. OVERVIEW OF BASE REVENUE AND RATE STRUCTURES

20

21 Q. What is meant by “base revenue”?

22 A Base revenue represents FPL’s total revenues from the sale of electricity and

23 other operating revenues, such as service charges, excluding revenues
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generated from adjustment clauses, the storm charge, gross receipts taxes, and
franchise fees. This breakdown is reflected in MFR C-5.

How is base revenue from the sale of electricity determined?

Base revenue from the sale of electricity is determined by applying the
applicable base rate tariff charges, excluding the cost recovery adjustment
clause factors and the storm charge, to the appropriate billing determinants.
As described in Exhibit TCC-6, FPL has more than 40 retail rate schedules,
each with its own set of tariff charges and billing determinants.

What is meant by billing determinants?

Billing determinants are the parameters used for billing customers. The
applicable billing determinants reflect the rate structure established for a given
rate schedule. Customer, demand, and energy charges are each associated
with their own set of billing determinants. The annual customer billing
determinants are expressed in terms of the number of accounts billed by
month in a year. Demand billing determinants are expressed in terms of the
sum of the kilowatts (“kW”) of customer monthly demand during a year,
while energy billing determinants are expressed in terms of kilowatt-hours
(“kWh”). Some rate schedules are limited to customer and energy billing
determinants only. For example, customers in the small general service rate
schedule (“GS-17) are charged a customer charge in addition to a cents-per-
kWh energy charge. GS-1 customers represent the smallest of the CI
customers, whose demands are 20 kW or less, and whose rate schedule does

not include a demand charge. Larger CI customers, on the other hand, are
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charged on the basis of their demand, i.e., the maximum electric usage in a

given time period, and energy consumed. Thus, the rate structure for the
general service demand rate schedules (“GSD-17), includes a customer
charge, a cents-per-kWh energy charge and a dollar-per-kW demand charge.
What are the proposed rate structures for the major rate schedules?
Exhibit TCC-6 provides a narrative explanation of the proposed rate structures

of FPL’s major rate schedules.

III. FORECAST OF BASE REVENUE

What were the major inputs used to produce the forecasts of retail base
revenues from the sale of electricity for the 2017 Test Year?

The major inputs used were the customer and energy (MWh) sales forecasts
by revenue class produced by FPL witness Morley, the existing tariff charges,
and the cost of service data produced by FPL witness Deaton.

What is the difference between revenue classes and rate schedules?
Revenue classes represent general categories of customers and are used for
financial reporting purposes. There are six retail revenue classes: residential,
commercial, industrial, street & highway lighting, railroads & railways, and
other. The revenue classes are a combination of different rate schedules, with
the exception of the railroads & railways revenue class. This is the only class
that is specific to a particular rate schedule, i.e., the Metropolitan Transit

Service (“MET”) rate schedule. To provide the level of detail required in

10
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MFR E-13, the forecasts of sales and customers by revenue class were
converted into forecasts of sales and customers by rate schedule.

What is the difference between rate classes and rate schedules?

Rate classes are groups of individual rate schedules with like billing attributes
(e.g., customer type and load size) and rate design relationships, and are
therefore treated for rate design purposes on a combined basis. As a result,
one or more rate schedules may be combined into a single rate class. For
example, general service, Rate Schedule GS-1, and general service time-of-
use (“TOU”), Rate Schedule GST-1, are combined together into the GS(T)-1
rate class.

Please describe the steps for developing the forecasts of base revenues.
First, the billing determinant forecast for customers, kWh sales, and kW
demand is developed by rate schedule. Next, these billing determinants are
applied to the currently applicable rates, adjusted to include WCEC3 rates as
discussed below, to provide the base revenue forecast at present rates. The
customer, demand, and energy rates are then adjusted as discussed in Section
VI, Proposed Changes to Existing Base Rates, and applied to the forecasted
billing determinants to provide the forecasted base revenue at proposed rates.
How is the billing determinant forecast developed?

The customer and sales forecast is provided by FPL witness Morley for the
appropriate time period. This forecast is developed on a revenue class basis
by FPL witness Morley and must be allocated to the rate schedule level for

use in the revenue forecast.

11
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The allocation of customers and kWh sales by rate schedule is developed

based on the historical relationship between the number of customers and
sales by rate schedule, and customers and sales by revenue class. Historical
percentages are applied to the forecast of customers and sales by revenue
class. The result is an estimate of sales and customers by retail rate schedule
for the appropriate time periods, which in this case are the 2017 Test Year and

the 2018 Subsequent Year.

Finally, additional derivations are made to complete the estimate of customer
and energy billing determinants by rate schedule. For example, the kWh sales
for the residential rate schedule (“RS-1”) are segmented to reflect the inverted
rates described in Exhibit TCC-6. Likewise, for TOU rate schedules, total
sales are segmented between on-peak and off-peak sales based on historical
patterns. In addition, for demand-metered rate schedules, billing demands are
developed based on the historical relationship between billing demand and
billed sales by rate schedule.

Are there any exceptions to the process as described?

Yes. If arate class is closed or there is no projected customer growth, then the
number of customers under the rate schedules within that rate class is based
on their actual values during the last 12 months ending August 2015. These
exceptions are limited to a small number of customers (less than 0.5 percent).
Why does FPL’s forecast of base revenue at present rates include revenue

associated with WCEC3?

12
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The 2010 Rate Settlement approved in Order No. PSC-11-0089-S-EI provided

for recovery of WCEC3 costs through the Capacity Cost Recovery Clause
until WCEC3 costs are included in base rates. The 2012 Rate Settlement
approved in Order No. PSC-13-0023-S-EI continued recovery of WCEC3
costs through the Capacity Cost Recovery Clause. FPL is proposing to
include WCECS3 costs in base rates in 2017 and beyond.

How were the currently effective rates adjusted to include the WCEC3
factors?

The estimated 2017 and 2018 capacity clause factors for WCEC3 were added
to the current effective rates. These adjustments are detailed in MFR E-14,
Attachment 4.

Do the proposed base rates also reflect recovery of WCEC3?

Yes. The jurisdictional revenue requirement for WCEC3 is included in the
cost of service study. The proposed base rates are designed to recover the
total jurisdictional revenue requirement, including WCEC3.

Which MFRs provide detail on the retail base revenue forecast described
above?

MFR A-3 lists the currently-approved base tariff charges adjusted to include
WCEC3 factors. MFR E-15 provides a description of how the billing
determinants were developed. MFR E-13c provides the results of applying
the base tariff charges to the billing determinants, and MFR E-13d provides

additional detail on the base revenue forecast for the lighting rate schedules.

13



10

11

12

13

14

15

16

17

18

19

20

21

22

IV. TARGET REVENUES BY RATE CLASS

How are the target revenues by rate class shown on MFR E-8
determined?

In a rate case proceeding where an adjustment in rates is proposed, the cost of
service study provides a guide for evaluating any proposed changes to the
level of revenues by rate class. More specifically, the allocation of any
revenue increase should be assessed in terms of its impact on the parity index
for the respective rate class. FPL has set the target revenue by rate class to
improve parity among the rate classes to the greatest extent possible, while
following the Commission practice.of limiting the increase of each rate class
to 1.5 times the system average increase in revenue, including adjustment
clauses, and not allowing any class to receive a decrease.

What does FPL’s cost of service study show regarding the system average
Rate of Return (“ROR”) and the parity indices by rate class?

As explained by FPL witness Deaton, FPL’s cost of service study shows a
retail jurisdictional average earned ROR of 4.97 percent for the 2017 Test
Year and 4.65 percent for the 2018 Subsequent Year. This is consistent with
the retail ROR reported in MFR A-1. The cost of service study indicates that
the parity indices vary by rate class, with some class indices well above parity
while others fall well below parity. When a rate class is under parity, its ROR

is less than the overall FPL ROR. An important goal in setting rates is that all

14
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rate classes should be as close to the FPL ROR as possible in order to

minimize the cross-class subsidies.

What impact would FPL’s target revenues by rate class have on parity?
As shown in Exhibit TCC-5, under FPL’s proposed target revenues by rate
class, the parity of most rate classes is improved. MFR E-8 reflects that
proposed rates result in 10 of the 17 rate classes being within 10.0 percent of
parity in 2017 and 13 of the 17 within 10.0 percent of parity in 2018.

How does FPL propose to achieve these target revenues by rate class?
FPL proposes to achieve these target revenues through changes to existing
rates while incorporating proposed revisions to service charges. Each element

of FPL’s proposal is outlined below.
V. SERVICE CHARGES

Is FPL proposing any changes to its service charges?

Yes. FPL has updated the cost basis of all of the Company’s service charges
as shown on MFR E-7. Deployment of smart meters has automated field
activities, including meter reading, connect and disconnect services, which
eliminates the need to send FPL personnel out to a customer’s property. This
has reduced the cost of several service charges. When FPL personnel are still
required to visit the customer’s property, such as with field collection, the

service charges have increased to reflect the current cost. The proposed

15
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service charges are shown on MFR E-13b. The proposed charges better align

the rates for these services with their current cost structure.

Additionally, FPL is proposing to add a meter tampering penalty charge of
$200 for residential and non-demand commercial customers (i.e., GS-1) and
$1,000 for all other customers to be eftective once the billing system has been
modified to accommodate the charge. FPL expects the billing system to be
ready on or about June 1, 2017. Currently, FPL’s Tariff 6.061 states that
“unauthorized connections to, or tampering with the Company’s meter or
meters, or meter seals, or indications or evidence thereof, subjects the
Customer to immediate discontinuance of service, prosecution under the laws
of Florida, adjustment of prior bills for services rendered, and reimbursement
to the Company for all extra expenses incurred on this account.” The addition
of the meter tampering penalty is intended to be an additional deterrent for the

theft of electricity.

Finally, FPL is proposing to update the temporary construction service rates to
reflect the cost of performing this service.

Has the revenue impact from adjusting service charges been taken into
account in calculating the revenue increase that is necessary to meet the
target revenue by rate class for the 2017 Test Year and the 2018

Subsequent Year?
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Yes. As shown in MFR E-8, the change in service charge revenue is taken
into account in calculating the revenue increase needed to meet the target

revenue by rate class.

VI. PROPOSED CHANGES TO EXISTING BASE RATES

Please explain FPL’s objective for the proposed changes to existing base
rates.

The objective of the proposed changes to existing base rates and charges is to
achieve the target revenues by rate class previously discussed. The changes to
existing rates are consistent with the objectives of providing rates that are
cost-based, send appropriate price signals, and are understandable to
customers.

Please describe in general terms the methodology you used in developing
the proposed changes to FPL’s existing base rates.

Generally speaking, the inputs include the target revenues by rate class
presented in MFR E-8 and the projected revenues and billing determinants by
rate schedule presented in MFR E-13c and MFR E-13d. Other factors such as
unit costs in MFR E-6b and rate stability are also considered when developing
base rates. This methodology was applied to both of the increases proposed
for the 2017 Test Year and 2018 Subsequent Year.

What changes are being proposed to residential rates?
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FPL proposes resetting the inverted energy rates to a one-cent differential

between the first 1,000 kWh and all additional kWh. This is consistent with
historical precedent from prior dockets including Docket Nos. 120015-EI and

080677-EI.

FPL also proposes a $2.00 increase to the RS-1 Customer Charge to recover a
portion of fixed distribution costs currently being recovered through the
variable energy charge.

Why is FPL proposing this rate structure change?

Under traditional ratemaking principles, costs that do not vary with the
amount of electricity used, i.e., fixed costs, are recovered through fixed
charges; and costs that vary with the amount of electricity used, i.e., variable
costs, generally are recovered through variable demand and energy charges.
As discussed by FPL witness Deaton, over 80 percent of FPL’s costs
recovered through base rates are fixed costs, while only 26 percent of these
fixed costs are recovered through a fixed charge. In order to more closely
align recovery of fixed costs with fixed charges, FPL is proposing this modest
customer charge increase.

What changes is FPL proposing for CI customers?

In order to more closely align recovery of fixed costs with fixed charges, FPL
is also proposing a $2.00 increase to the customer charge for the non-demand
General Service rate class (“GS(T)”). Also, credits provided under the 2012

Rate Settlement for Commercial Industrial Load Control (“CILC”) and
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Commercial Demand Rider (“CDR”) customers are reset to pre-settlement

levels (adjusted for Generation Base Rate Adjustments) as shown in MFR E-
14, Attachment 5.

Which MFR outlines how the specific changes FPL is proposing to its
existing rates were developed?

MFR E-14, Attachment 2, provides work papers outlining the derivation of
the proposed changes to FPL’s existing rates. In addition, Exhibit TCC-6
provides a narrative explanation of the proposed rate structures and rate
design.

How does FPL propose to recover its target revenue from the lighting
rate classes?

The base energy charges for SL-1, SL-2, and OL-1 are based on the unit cost
in MFR E-6b adjusted if necessary to achieve the target revenues of each rate
class. Attachment 3 to MFR E-14, the Lighting Cost of Service, shows that
the cost of installing and maintaining new poles and conductors exceeds the
charges under the current tariff. Therefore, SL-1 and OL-1 pole and
conductor charges were increased to reflect the replacement costs.
Maintenance charges were also increased based on current cost.

Which MFRs provide additional information on the proposed changes to
existing rates that you have outlined?

MFR A-2 presents the impact of the proposed rate changes to the typical bills.

MFR A-3 provides a summary of those proposed rate changes. The
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applicable proposed tariff sheets are presented in MFR E-14, Attachment 1.

The revenue impact from the proposed changes to existing rates is shown in
MFRs E-12, E-13a, E-13¢ and E-13d. The parity indices under proposed rates

are shown in MFR E-8.

VII. OTHER TARIFF CHANGES

Is FPL proposing any new tariffs?

Yes. FPL is proposing two new tariffs for Lighting: Metered Customer-
Owned Street Lights (SL-1M) and Metered Traffic Signals (SL-2M). FPL
proposes to close the existing unmetered Street Lights tariff option for
customer-owned lights (SL-1) and also the Traffic Signal tariff (SL-2) to new
customers effective January 1, 2017. FPL proposes to place all new accounts
on the new metered SL-1M and SL-2M tariffs. FPL also proposes that all
current SL-1 and SL-2 customers taking service as of December 31, 2016, will
remain on the existing SL-1 and SL-2 tariffs, unless a customer voluntarily
selects the applicable new rate.

Why is FPL proposing new metered lighting tariffs?

FPL is proposing the metering of street lights and traffic lights to improve
customer service and ensure accurate billing. Over time, street light and
traffic light customers have replaced existing facilities with different facilities,

and in many cases, these customers have added new equipment to their
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facilities without notifying the Company of the changes to the electrical load.

In other cases, traffic signal customers have moved to LED lights, thereby
reducing load. As a result, the Company’s billings have become less accurate
for the provision of service. The use of meters for lighting and traffic signals
will address this issue. More importantly, by installing communicating meters
(i.e., AMI meters) the Company will receive an automatic notification of any
outage, and the restoration of service can occur sooner than it otherwise would
when notification is reported by a customer.

Is FPL proposing any other tariff rate modifications?

Yes. FPL has proposed several modifications to the Company’s lighting,
transmission and distribution tariffs and surety bond tariff.

Please explain the proposed modifications to FPL’s lighting tariffs.

FPL currently offers a relamping option for Street Lighting (SL-1) and
Outdoor Lighting (OL-1) customers who own their respective lights and
poles. The relamping option is a service whereby FPL replaces burned-out
lamps (light bulbs) for customer-owned lights with the customer remaining
responsible for providing all other necessary maintenance and repairs (e.g.,
fixtures, wiring, photocell). This has proven to be an inefficient option and a
source of recurring frustration and dissatisfaction to our customers. Non-
working lights are typically reported to FPL for follow-up/repair; however,
when the cause of the outage is not a burned-out lamp, FPL must then refer
the problem back to the light’s owner. The light’s owner must then dispatch

their own resources to investigate and make repairs. Not only does this
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inefficient process unnecessarily waste resources and increase costs (i.e.,

unnecessary FPL service calls), but it also further delays the return of the light
to service. Because the light’s owner is already responsible for having
resources available (either direct employees or contract crews) to make all
necessary repairs other than relamping, the same resources are capable of
relamping the lights as well. This results in faster restoration and lower

overall costs (only one trip per light) and more satisfied customers.

Finally, there is very little demand for the relamping option from our
customers. This i1s indicated by the fact that the number of customers
choosing this option continues to decline each year, with less than one percent
of the customer-owned street and outdoor lights in our system currently taking
this service. For these reasons, FPL is proposing to close the relamp option
for new customer-owned SL-1 and OL-1 lights. The remaining few street and
outdoor lights receiving the relamping service will continue to receive that

service.

There are three additional changes proposed to the Outdoor Lighting tariff: 1)
a clarification that outdoor lights will only be installed in areas accessible by
an FPL truck; 2) an addition of a willful damage clause, similar to that used
for the street lighting tariff, requiring customers to pay for the fixture if it is
damaged and replaced more than once; and 3) a requirement of an active

“house account” in order to install an outdoor light.
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FPL proposes to add language to the SL-1 tariff to clarify this rate only
applies to pre-1992 parking lot lighting customers. After 1992, new parking
lot customers were required to take service under the Outdoor Lighting (OL-
1) rate schedule. Moving these customers from the SL-1 tariff to the OL-1
tariff could result in significant bill increases for certain customers (primarily
municipalities). Additionally, FPL also proposes to eliminate the word
“patrol” from the services provided in the SL-1 tariff. With the data and
information provided by the newly installed automated streetlight smart
nodes, physical patrols of the lights will no longer be necessary.

Please explain the proposed modifications to FPL’s transmission and
distribution tariffs.

FPL proposes to remove the minimum 2,000 kW demand from transmission
level customer tariffs such as GSLD(T)-3. Customers would still be required
to take service at transmission voltage of 69 kV or higher but would not be

required to contract up to 2,000 kW if their demand was less.

FPL also proposes to clarify its distribution level tariffs by standardizing the
language in the Service section of the tariff to read “Single or three phase, 60
hertz and at any distribution voltage.”

Please explain the proposed modifications to FPL’s Surety Bond tariff.
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FPL is proposing additional language to its surety bond requirements to

ensure payment for electric service under the surety bond in the event of

bankruptcy or other insolvency.

VIII. PROPOSED RATES FOR 2019 OKEECHOBEE LSA

How does FPL propose to recover the revenue requirements for the 2019
Okeechobee LSA?

FPL proposes to implement new rates to recover the annualized revenue
requirements associated with the Okeechobee Unit concurrent with the in-
service date of the unit, which is currently scheduled for June 1, 2019. FPL
also proposes that the corresponding fuel savings associated with the
Okeechobee Unit be reflected in the fuel factors effective upon the in-service
date. Implementing the fuel factors reflecting those savings concurrent with

the 2019 Okeechobee LSA better aligns costs with the fuel savings benefits.

The 2019 Okeechobee LSA will be implemented by adjusting base charges
and non-clause recoverable credits (e.g., the transformation rider credits and
the curtailable service credits) and commercial/industrial demand reduction
rider credits by an equal percentage. The calculation of this percentage, as
shown in Schedule E-14, is based on the ratio of jurisdictional annual revenue
requirements and the forecasted retail base revenues from the sales of

electricity during the first 12 months of operation. The 2019 Okeechobee
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LSA Schedule A-1, which is sponsored by FPL witness Ousdahl, shows that

the first 12 months of revenue requirements associated with the Okeechobee

Unit is $209 million.

The ratio is applied to FPL’s base charges and credits as reflected in Schedule
A-3, which provides the summary of tariff changes by rate schedule. Typical
bill calculations with the proposed 2019 Okeechobee LSA are also provided

in Schedule A-2.

If the revenue requirements for the 2019 Okeechobee LSA are approved by
the Commission, FPL will calculate and submit the 2019 Okeechobee LSA
rates to the Commission for approval in the Capacity Clause projection filing
for 2019.

Is FPL proposing a true up mechanism for the 2019 Okeechobee LSA?
Yes. To the extent the actual capital expenditures are less than the projected
costs used to develop the initial adjustment; FPL proposes that a one-time
credit be made through the Capacity Clause. In order to determine the amount
of this credit, a revised factor will be computed using the same data and
methodology incorporated in the initial adjustment, with the exception that the
actual capital expenditures will be used in lieu of the estimated capital
expenditures the need determination was based on. On a going forward basis,
base rates will be adjusted to reflect the revised factor. The difference

between the cumulative base revenues since the implementation of the initial
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adjustment and the cumulative base revenues that would have resulted if the

revised adjustment had been in place during the same time period will be
credited to customers through the Capacity Clause with interest at the 30-day

commercial paper rate as specified in Rule 25-6.109.

In the event that actual capital expenditures for the 2019 Okeechobee LSA
were higher than the projection on which the LSA was based, FPL would have
the option to initiate a limited proceeding pursuant to Section 366.076, Florida
Statutes, limited to the issue of whether FPL has met the requirements of Rule
25-22.082(15), F.A.C., that the higher costs were prudently incurred due to
extraordinary circumstances. If the Commission finds that FPL had met those
requirements, then FPL would be permitted to increase the LSA by the
corresponding incremental revenue requirement due to such additional capital
costs. Alternatively, if FPL did not pursue such a proceeding, FPL would be
permitted to record any incremental costs for surveillance reporting and other
regulatory purposes subject to Commission prudence review and potential
disallowance.

Is FPL’s proposed method of recovering the revenue requirements for the
2019 Okeechobee LSA consistent with the methodology approved by the
Commission for the recovery of the costs of the Riviera Beach Energy
Center in 2014 and Port Everglades Energy Center in 2016?

Yes. As shown in Schedule E-14, FPL’s proposal is consistent with the

methodology for cost recovery utilized by FPL for the Generation Base Rate

26



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Adjustments for the Riviera Beach Energy Center and Port Everglades Energy

Center that were part of FPL’s Commission-approved 2012 Rate Settlement.
As discussed above, at the time of the Okeechobee Unit’s in-service date, base
charges, non-clause recoverable credits and CDR credits will be adjusted by
an equal percentage and new fuel factors will be calculated to incorporate fuel
savings. Additionally, a true-up mechanism is being proposed if capital
expenditures are less than projected costs with FPL retaining the option of
initiating a limited proceeding should capital expenditures exceed projected

costs.

IX. CONCLUSION

Please summarize your testimony.

FPL has submitted a proposed distribution of revenue requirements by each
major customer class that is reasonable and moves all customer classes
towards parity. These changes equate to a CAGR of approximately 2.8
percent on the typical residential bill through 2020, roughly in line with the
annual rate of inflation. Even with FPL’s proposed base rate increases, FPL’s
projected typical bills in 2020 will be lower than 2006, as compared to the
CPI which is projected to increase 33 percent over the same time period. As
discussed by FPL witness Morley, FPL’s typical bill for electric service
continues to be one of the best value propositions for our customers when

compared to other basic necessities. FPL has a demonstrated record of low
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proposals should be approved.

If the requested base rate relief is granted, how will FPL's typical
residential bill compare to other utilities in Florida?

As shown on Exhibit TCC-2, FPL’s typical residential bill is $91.73 in April
2016, and is estimated to be $101.18 in January 2017, $104.45 in January
2018 and $107.29 in June 2019, which includes the impact of all expected
changes to base rates and clauses for those periods. FPL’s typical residential
bill is currently among the lowest in the state and has been the lowest, on
average, for the past seven years. With the full requested increase and other
known changes, FPL’s typical residential bill at proposed rates through 2020
is expected to remain among the lowest in the state as compared to the other
Florida utilities’ typical residential bills at current rates. This is shown on
page 2 in Exhibit TCC-3.

Does this conclude your direct testimony?

Yes.
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1 BY M5. CLARK:
2 Q And, Ms. Cohen, do you have exhibits that were
3 identified as TCC-1 through TCC-6 attached to your
4 direct testinony?
5 A Yes.
6 Q And were these prepared under your direction
7 and supervi si on?
8 A Yes.
9 M5. CLARK: Madam Chair, | would note that
10 t hese exhibits have been identified by your Staff
11 as -- the nunbers | have are 137 through 142.
12 CHAI RMAN BROWN: So noted. Staff?
13 M5. BROMLESS: Yes, nmm'am
14 EXAM NATI ON
15 BY M5. BROWNLESS:
16 Q Good afternoon, Ms. Cohen.
17 Have you revi ewed what's been marked as
18 Exhibit No. 579? And that's the exhibits.
19 A Yes.
20 Q Ckay. And with regard to the itens |listed
21 next to your nane, the exhibit |ist next to your nane,
22 can you confirmthat those were prepared by you or under
23  your direct supervision and control ?
24 A Yes.
25 Q And if | were to ask you the sanme questions
Premier Reporting (850) 894-0828 Reported by: Kairisa Magee

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 t oday, woul d your responses be the sane as those
2 contained in the exhibit?
3 A Yes.
4 Q Ckay. And are they true and correct to the
5 best of your know edge and belief?
6 A Yes.
7 Q And are any portions of your |isted exhibits
8 confidential?
9 A No.
10 Q kay. And with regard to Exhibit 479, which
11  were the OPC work papers, did you review the work papers
12 in that exhibit that you prepared?
13 A Yes.
14 Q Ckay. And those were true and correct to the
15 best of your know edge and belief?
16 A Yes.
17 M5. BROMNLESS: Thank you.
18 CHAI RMAN BROWN:  Thank you.
19 FPL.
20 FURTHER EXAM NATI ON
21 BY M5. CLARK:
22 Q Ms. Cohen, would you pl ease summari ze your
23 direct testinony?
24 A Sure.
25 Good afternoon, Madam Chairman and
Premier Reporting (850) 894-0828 Reported by: Kairisa Magee
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1 comm ssioners. M nane is Tiffany Cohen. M testinony

2 covers three general topics.

3 First, FPL's rates are reasonabl e and anong

4 the lowest in the state, even with the requested rate

5 I ncreases.

6 Second, we followed the Conm ssion's

7 guidelines in proposing rates.

8 And, third, our proposal noves all rate

9 classes towards greater parity. The goal of parity is
10 to ensure that custonmers pay their fair share of costs
11  and that subsidies between rate classes are m nim zed.
12 First, ny direct testinony shows that FPL's

13 | ow custoner bills are part of the overall val ue that

14 FPL provides. FPL's current typical bills are |ower

15 than ten years ago in 2006, 20 percent below the Florida
16 average, and 30 percent bel ow the national average.

17 Even with the proposed increases, typical bills are

18 estimated to remain lower in 2020 than 2006.

19 Additionally they are estimated to remain well bel ow the
20 state and national averages and anong the |lowest in

21 Fl ori da.

22 Second, FPL's rate proposal in this case is

23 desi gned i n accordance with prior Comm ssion orders and
24 gui dance. Consistent with the Conmm ssion's gradualism
25 gui delines, no rate class would receive an increase of
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1 nore than one and a half tinmes the total system

2 | ncrease.

3 Third, currently there is a significant |ack
4 of parity as only five of 17 rate classes are within ten
5 percent of parity. The proposed allocation of the

6 | ncrease, consistent wwth the Conmm ssion's guidelines,
7 results in an additional eight rate classes noving to

8 wthin ten percent of parity.

9 The commercial and industrial rate classes

10 wll see varying increases depending on the current

11 parity index. There are a small nunber of |arge

12 custoners who will see larger increases that are needed
13 to address parity. However, for the rates that apply to
14 95 percent of commercial and industrial custoners,

15 typical bill increases are between two and four percent
16 annual |y through 2020.

17 I n concl usion, Conmi ssioners, typical bills
18 for nost custoners are estimated to be |Iower in 2020

19 than 2006. Qur typical bills wll continue to be anobng
20 the lowest in the State of Florida. W continue to

21 provi de excell ent value for our custoners. W have

22 all ocated the rate increase equitably and in accordance
23 with Comm ssion guidelines, and we ask that you approve
24 the rates as proposed.

25 This concludes ny sunmary. Thank you.

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



2830

1 M5. CLARK: Madam Chai rman, we tender
2 Ms. Cohen for cross-exam nation.

3 CHAI RMAN BROWN:  Thank you.

4 Publ i ¢ Counsel, Ms. Christensen.

5 EXAM NATI ON

6 BY MS. CHRI STENSEN:

7 Q Good afternoon, Ms. Cohen. | just briefly

8 have an area I'd like to cover

9 Could I turn your attention to Page 16 of your

10 direct testinony?

11 A " mthere.

12 Q And | believe on Page 16, starting at Line 4
13  through about Line 7, you talk about a -- I'"msorry.

14 Let nme direct you to Page 18. | want to talk

15 about the other charge, $2 charge. And that would be

16 Line 6 through 8.

17 A Yes, ma' am

18 Q You're there?

19 A " mthere.

20 Q kay. Geat.

21 And that's where FPL proposes a $2 increase to

22 the RS-1 custoner charge to recover a portion of fixed
23 di stribution costs currently being recovered through the
24  variable energy charge; is that correct?

25 A Yes.

Premier Reporting (850) 894-0828 Reported by: Kairisa Magee
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1 Q Ckay. And you're al so proposing the sane $2

2 swtch fromthe variable energy charge to a fixed charge
3 for the general services rate class?

4 A General services nondemand. Correct.

5 Q Ckay. And | think your testinony already

6 stated, but you currently collect that revenue from

7 t hese custoners through the energy charge; is that

8 correct?

9 A That is correct.

10 Q kay. And if the Comm ssion were to not

11 approve this change or shifting of revenue fromthe

12 energy charge to -- what is it? -- custonmer charge?
13 A Correct.
14 Q FPL would still collect the revenue that was

15 necessary to cover the $2 charge from-- through the
16 energy charge; correct?

17 A That is correct. W would still collect the
18 sane anount of revenue. \What we're proposing is to

19 nove -- to align fixed costs with fixed cost recovery.
20 Currently about 80 percent of the charges that go

21 t hrough the energy charge are considered fixed costs,

22 and we believe it's appropriate to nove sone of those

23 into a fixed -- fixed recovery nmechani sm

24 Q But | think the question that | was asking is

25 that you're -- fromFPL's perspective, you're stil
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1 going to collect the sane anount of revenue?
2 Yes.
3 Q Ckay. And if you know, since you tal k about
4 FPL's rates decreasing since 2006, to your know edge has
5 FPL's base rate conponent of its bill been decreasing
6 since 2006 or increasing since 20067
7 A FPL's base rate conponent has increased since
8 2006, but our total bill has increased due to the
9 I nvestments that we've nmade that other w tnesses have
10  di scussed.
11 Q Ckay. Thank you.
12 M5. CHRI STENSEN: No further questions.
13 COMW SSI ONER GRAHAM  Ckay. M. Myl e?
14 M5. BROMLESS: Thank you, M. Chairman.
15 EXAM NATI ON
16 BY MR MOYLE:
17 Q Good aft ernoon.
18 A Good afternoon.
19 Q Let ne refer you to Page 7 of your testinony.
20 And | think you even touched on this in your opening
21  where you said you have devel oped your all ocation based
22 on Conm ssion guidelines; correct?
23 A Yes.
24 Q Ckay. And maybe it helps -- it always hel ps
25 to kind of back up. But what you're testifying about is
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1 not how nuch the rate should be increased or decreased
2 by; correct?
3 A Yes.
4 Q You're just saying if there's, you know, a
5 mllion-dollar increase, here's howit should be
6 all ocated anongst the rate classes. Is that fair?
7 A That's fair. Qur goal is fair rate design for
8 all custoners.
9 Q Ckay. Thank you.
10 And then the gradualismpolicy, you say on
11 Line 4, "while follow ng the PSC Comm ssion practice of
12 limting base rate increases to 1.5 tines the system
13 average increase and total rate class operating revenues
14 as well as providing no rate decreases.” |Is that right?
15 A Correct.
16 Q Okay. By your testinony here, you' re not
17 suggesting that this Conm ssion is not able to order a
18 rate decrease in this case as requested by the
19 I nterveni ng parties; correct?
20 A That's not what |'m suggesting. Wat |'m
21 mentioning here is that it's been prior Conmm ssion
22 policy to not allow rate decreases.
23 Q And tell me your understanding of that policy.
24 How does that work?
25 A The gradual i sm policy?
Premier Reporting (850) 894-0828 Reported by: Kairisa Magee
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1 Q No. Wth respect to the -- what you said here

2 about no rate decreases. \What does that nean? Explain

3 it tonme, if you would, please, or your understandi ng of
4 I t.

5 A Well, ny understanding is that we would cone
6 in for -- if we're comng in for a rate increase, we

7 need to show that we have allocated the rate increase

8 equitably anong all rate classes. The Conmm ssion has

9 stated in a nunber of orders how the policy should be
10 applied to custoners. The one-and-a-half-tinmes system
11 average is on total operating revenues, and it also --
12 you don't allow for rate decreases.

13 An exanple is residential custoners. They're
14 currently slightly over parity. |In this case, we've

15 proposed | ess of an increase to themto reduce their

16 parity closer to a hundred percent.

17 Q So to take up -- follow up on your exanple

18 wth the residential custoners there, you're going to
19 reduce their allocation, but could you reduce it in such
20 a way that resulted in a rate decrease for themwhile
21 giving ny clients and others a rate increase based on
22  your understanding of the Conm ssion's application of
23  gradualisnf

24 A It would not -- no. It would not be in

25 accordance with the Conmm ssion's application the way
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1 that | understand it.
2 Q Al right. And so the issue that's in front

3 of this Conmm ssion is base rates; correct?

4 A Correct.

5 Q Ckay. So just to be clear, if this Comm ssion
6 said, well, we're going to give you an award of whatever
7 it is, the residential people couldn't get, in the base

8 rate case, a decrease and others get an increase;

9 correct?

10 A The Conmm ssion certainly has latitude to do
11 what it sees as appropriate.

12 Q Well, consistent with its -- your

13 understanding of its gradualismpolicy.

14 A Can you repeat your question?
15 Q Sure.
16 This proceeding is about setting and

17 all ocating base rates; correct?
18 A Correct.
19 Q kay. And the gradualismpolicy that |I'm

20 talking to you about references that no one gets a rate

21 decrease. So | just want to make sure | understand your

22 understanding of it with respect to that's in this -- in

23 this case that you couldn't -- you couldn't say if

24 they -- if they decided to say, we'll give them

25 25 percent of their ask, you couldn't say, well, the
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1 residential, M. Coffman's clients, are going to get a
2 rate increase in terns of allocation, but we're going to
3 charge M. Wsenman's clients and M. Myle's clients,

4 we're going to give them you know, a big increase to

5 cover the 25 percent of the ask. That woul d not be

6 consistent with the Comm ssion's gradualism policy;

7 correct?

8 A | think that's fair.

9 Q And that wouldn't change, would it, with

10 respect to that policy, if, for exanple, all of a sudden
11 sonet hi ng happened and the gas prices went through the
12 roof? | nmean, that's -- that shouldn't have any bearing
13 on the application of what we just tal ked about with

14 respect to not putting all of the cost on M. Wsenan's

15 clients and ny clients; correct?

16 M5. CLARK: Madam Chairman, | think that's a
17 very confusi ng questi on.

18 CHAI RMAN BROWN: Can you restate it?

19 MR, MOYLE: Sure.

20 BY MR MOYLE:
21 Q Do gas prices have anything to do with what
22 you're tal king about here today with respect to

23  gradualisnf

24 A Well, gradualismis neasured on total --
25 (sinmul taneous speaki ng)
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1 Q If you can --

2 A -- operating revenue --

3 Q Yes, no, and then explain if you need to.
4 A Yes. They're part of total operating

5 revenues, and that's what the Conmm ssion's gradualism

6 gui del i nes are based on. The custoner pays the tota

7 bill. That's why the gradualism guidelines are

8 | mportant.

9 Q So notwithstanding the fact that in this case
10 we're tal king about base rate increases, you would say,
11  well, even though it's not part of what evidence is on
12 all those clauses, that you would say, if there happens
13 to be a run-up in gas and everyone is suffering and
14 having to pay a lot nore in gas, that you would take
15 that information and then kind of use it to offset a
16 decrease in rates that you could give to the residenti al

17  custoners; is that correct? |1Is that your understandi ng?

18 A l"'msorry. |I'mnot follow ng your question.
19 Q "Il try to rephrase.
20 You're aware that the Comm ssion has a nunber

21 of proceedings, clause proceedings that take place every
22 year; correct?

23 A Yes.

24 Q Al'l right. And the clause proceedi ngs are at

25 a different tinme. They're not part and parcel of what
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1 we're tal king about here; correct?
2 A Correct.
3 Q Ckay. |Is your -- is your testinony that the
4 Comm ssi on should go and retrieve informati on in anot her
5 docket and another set of facts and then apply those
6 facts with respect to, for exanple, gas prices; and if
7 gas prices happen to spike and it results in such a
8 spi ke that you could use the increase in the spike of
9 the gas prices to |lower residential rates and say, well,
10 we're still conmplying with the gradualism policy because
11  we can use these gas spike prices and still give these
12 guys a big decrease?
13 M5. CLARK: Madam Chairman, | still think
14 that's a very confusing question.
15 CHAIRMAN BROWN: I'ma little confused nyself.
16 MR, MOYLE: Ckay.
17 BY MR MOYLE:
18 Q You all take -- you take the position that you
19 shoul dn't just apply the gradualismpolicy just as it
20 rel ates to the base case, the base rates; correct?
21 A Correct. The custoner pays the total bill.
22 Q So then you should | ook at -- when you say
23 “the total bill" in applying the policy, you take the
24 position that, well, you should | ook at what's happeni ng
25 in the gas clause and the environnental clause and the
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1 nucl ear clause, and all of those things should be
2 consi dered when naki ng your cal culation wth respect to
3 gradualism is that right?
4 A Yes. And they have been considered in
5 accordance with this Conm ssion's policies.
6 Q And so does that help you answer the question
7 that I"masking with respect to the spike in
8 gradualism-- I'msorry -- the spike in gas prices?
9 That if you happen to have any spike in any of the
10 cl auses, basically you could use that increase in the
11 clauses to, in the base rate case, give soneone a
12 decrease, and if you net an anmount, so long as it wasn't
13 a decrease, the gradualismpolicy would be consistently
14  applied?
15 M5. CLARK: Madam Chairman, | object to this
16 guestion. He has m scharacterized what gradualism
17 I S.
18 CHAl RMVAN BROWN: M. Myl e?
19 MR, MOYLE: Well, that's -- that's one of the
20 issues in the case. So | nmay not have -- |I'm
21 trying to get her understanding of it; so --
22 CHAI RMAN BROWN:  Can you rephrase it and cl ean
23 it up?
24 MR. MOYLE: Can | have a m nute?
25 CHAI RMVAN BROWN:  Absol ut el y.
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1 Wiy don't we take a five-m nute break. About
2 2:30. We'll reconvene at about 2:35.
3 (Wher eupon there was a short break.)
4 CHAI RMVAN BROWN:  All righty. W are going to
5 reconvene. |If everyone could take their seats.
6 | want to thank the parties for that nonent
7 of -- that break.
8 MR MOYLE: Sure.
9 CHAl RVAN BROMN:  Hope you got -- have you got
10 it all under control now?
11 MR, MOYLE: Well, we do. But we had also a
12 little break, and M. Coffnman approached ne and
13 i ndicated that he has to get on a plane, and | told
14 himl would gladly get out of the way for a few
15 mnutes, if FPL's okay. | think FPL is okay.
16 MR COFFMAN: | don't nean to interrupt the
17 flow of your cross. | just need -- | was hoping to
18 get out of here --
19 CHAI RVAN BROMN: That's assumng there's a
20 flow You know |I'm nessi ng.
21 MR COFFMAN.  And | -- but | don't have very
22 many.
23 M5. CLARK: Madam Chai rman, we have no
24 objection to that.
25 CHAI RVAN BROMN:  Anybody have an objection to
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1 taking? Al right.

2 So M. -- just to be clear, M. Myle, you'd
3 like to go after M. Cof fman?

4 MR MOYLE: Right. [1'll just suspend ny

5 cross, let himask his questions, and then | assune
6 he' Il be excused and I'll pick back up.

7 CHAI RMVAN BROWN:  Ckay. Al right.

8 MR COFFMAN: | didn't need to go right now,
9 but that's fine. | wll.

10 CHAIl RVAN BROAWN: M. Cof f man?

11 MR, COFFMAN:  Yes.

12 CHAI RMAN BROWN:  Thank you.

13 MR, COFFMAN:  Thank you very nuch.

14 EXAM NATI ON

15 BY MR COFFMAN:

16 Q Good afternoon. H . |'mJohn Coffman with

17 AARP, and | wanted to ask you a couple of questions

18 about the custoner charge issue and FPL's proposal to

19 raise it $2. And your justification is that you believe

20 that that would nore align fixed costs with fixed

21 charges. |Is that fair?
22 A Yes.
23 Q And woul d you agree with ne that there is

24 often a difference of perspective or a difference of

25 opinion as to what a fixed cost is when you're doing a
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1 cost study?

2 A ' mnot the person that would do cost studies
3 on fixed costs so --

4 Q Well, do you -- have you seen conpeting cost

5 of service studi es before?

6 A ' mnot the cost of service wtness.
7 Q Ckay. Do you know how nuch of the -- do you
8 know how nmuch the cost of, say, nmetering and billing

9 would account for if the custoner charge were to cover

10 those costs? O do you -- or do you know what costs are
11 I ncluded in these --

12 A |'msorry. Can you repeat your question?

13 Q Do you know what costs are currently included
14 I n the custoner charge that you're supporting?

15 A It is things such as netering and billing,

16 but, again, that would be a cost of service question for
17 the specific line itens.

18 Q But you -- it would include nore than just

19 metering and billing, though; wouldn't it, in your

20 proposal ?

21 A Yes. It would also include sone fixed

22 distribution costs.

23 Q If the custonmer charge was only covering

24 nmetering and billing, you would expect it to be | ower

25 even than what the current charge is; wouldn't you?
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1 A Qur current charge today is based on unit
2 cost.
3 Q But those -- you believe that there should be

4 nore costs in the custoner charge than just netering and

5 billing? O do you know?

6 A VWll, we believe that it's appropriate -- as |

7 mentioned earlier, there's -- 80 percent of the cost

8 that go through the variable energy charge are fi xed.

9 And so $2 is a nodest nunmber we believe to nove into the
10 custoner charge to better align fixed costs with fixed
11  cost recovery.

12 Q And do those costs that you're describing as
13 fixed include such things as power plant costs and

14  transm ssion and distribution costs?

15 A Those woul d be cost of service questions.

16 Q Ckay. So you don't know. You don't know what
17 makes up that 80 percent?

18 A They're fixed distribution costs. So | don't
19 t hi nk they would include power plant --

20 Q Ckay. But --

21 A -- but, again, that would be a cost of service
22 guesti on.

23 Q And you're not aware of whether that is --

24 that could be disputed as to what -- which of those

25 costs are custoner based and which are energy based?
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1 A | believe that is a cost of service question.
2 Q Ckay. And you do agree with the policy

3 rati onal es that AARP has suggested should be taken into
4 consi deration? At |east you agree that those are valid
5 policy considerations that should be taken in account

6 when you set the custoner charge; correct?

7 A Yes, we do. And that's actually why we chose
8 the $2. W believe it's a nodest nunber. It is
9 intended to mtigate the overall bill inpact but still

10 align costs, fixed costs with fixed cost recovery.

11 Q And when you chose $2, you believe you did
12 take those -- those issues that ny client has raised
13 I nto consideration; is that --

14 A Yes, we di d.

15 Q Wul d you agree with ne that as far as

16 encour agi hg conservation, you encourage conservation

17 nore strongly by having nore of the costs in a variable
18 energy charge than in a fixed custoner charge? Do you
19 agree with that?

20 A Yes and no. W still maintain the thousand
21 kilowatt differential in the energy charge and in the
22 fuel charge. So there still is a price signal there.
23 Q | understand that. But you would agree with
24 me; wouldn't you, that the greater the fixed charge is

25 and the less that you're allocating through a variable
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1 charge, the less the incentive would be there for

2 conservati on?

3 A It -- yes, it does get smaller. But, again,
4 we still have the differential for energy and fuel.
5 Q Al right. And would you agree that to the

6 extent that you reduce the anobunt that you' re recovering
7 froma variable charge, the less reward a custoner woul d
8 get if they engaged in energy efficiency or

9 conservation?

10 A Yes. It could slow down their payback peri od.

11 But we do believe that all customers should cover their

12 costs.

13 Q kay. Al right. That's all | have. Thank
14 you.

15 CHAI RMAN BROWN:  Thank you, M. Coff man.

16 M. Myl e.

17 MR, MOYLE: Thank you.

18 FURTHER EXAM NATI ON

19 BY MR MOYLE:

20 Q So just to go back, | want to pick up a couple
21  of |oose ends.

22 You were asked by Staff to authenticate

23 certain exhibits, and you authenticated, and you said,

24 yes, I'mfamliar with those; | sponsored those. R ght?
25 A Yes.
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1 Q Coul d you tell nme whether the docunents that

2 you |l ooked at were between one and ten pages, ten and

3 100, or over 1007

4 A Probably over a hundred.

5 Q Gkay. Thank you.

6 And you woul d agree that high | oad factor

7 custoners are nore efficient users of electric power

8 than low load factor custoners; is that right?

9 A Yes.

10 Q Now, to try to go back to the question that

11 was pendi ng when we took a break, I'"'mgoing to try to

12 Illustrate this point wwth a hypothetical.

13 Assunme -- assune all things being equal and

14 there's a rate case that's taking place and then al so

15 there's a gas clause hearing that's taking place at the
16 sane tinme. kay?

17 A Ckay.

18 Q And assune that natural gas prices and urani um
19 for nuclear plants, all those things have gone up a | ot,
20 and the end result of the gas clause proceedi ng was --
21 is that a residential custonmer had a $15 increase in the
22 gas cl ause. Ckay?

23 M5. CLARK: | just want to clarify. Are you
24 tal ki ng about the fuel clause?

25 MR. MOYLE: Fuel clause, yes.
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1 CHAl RVAN BROMN:  Conti nue with your
2 hypot heti cal .
3 MR, MOYLE: Thank you.
4 BY MR MOYLE:
5 Q Are you with ne so far?
6 A Yes.
7 Q Ckay. And assune in the base rate case that
8 the result of the base rate case was that residenti al
9 custoners get a $14 decrease. According to ny math,
10 that would nean that the residential custoners are
11 payi ng one dollar nore, all other things being equal;
12 correct?
13 A " mnot follow ng your math.
14 Q The cl ause, the fuel clause results in this
15 Comm ssion entering an order that says, residential
16 peopl e, you have to pay $15, but then in the other
17 proceedi ng, this Comm ssion decides to allocate costs in
18 a way where they say, residential people, we're going to
19 give you a $14 decrease. You with ne?
20 A Mm hmm
21 Q So | took $15 which you have to pay nore, a
22 $14 decrease. \Wien you apply gradualism there's a net
23 dol lar increase in ny hypothetical; is that right?
24 M5. CLARK: | just -- you're saying there's a
25 decrease in the base rate of $14?
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1 CHAl RMVAN BROWN: M. Myl e?

2 MR, MOYLE: That's right.

3 CHAI RMVAN BROWN:  Conti nue. Are you asking her
4 a question?

5 BY MR MOYLE
6 Q Wul d that -- yes.
7 So what woul d be the net inpact of those two

8 appl yi ng the gradualism policy?

9 A | think we're m xi ng appl es and oranges
10 though. |If base rates are set on $15 -- let ne be
11 clear. It's the sane fuel curve that's being used in

12 our gradualismcalcul ation, and any changes to that

13  woul d be properly recovered through the fuel clause.

14 Q Just forget how it got set. Just assune base
15 rates; that the net result was a $14 decrease in base
16 rates. At the sanme tine industrials and hospitals are
17 getting a big rate increase, all other things being

18 equal , that would not conport with the gradualism

19 provi sion because hospitals and industrials would be

20 getting an increase and residentials would be getting a
21  decrease; correct?

22 A Well, | disagree with this -- the premse. It

23 could also go in the opposite direction.

24 Q Ri ght . And - -
25 A Just as any other -- when we set base rates,
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1 they're based on a certain set of assunptions. Those

2 assunptions coul d change.

3 Q ' m asking you to nake sone very sinple

4 assunptions for the purposes of the hypothetical.

5 So just assune -- assune it's very limted

6 facts, and the facts essentially are base rate decrease
7 of $14 for residential. At the sane tine hospitals, the
8 mlitary, and | arge commercials get an increase. Al

9 ot her things being equal, would that violate the

10 gradual i sm policy?

11 A No, | don't believe it does.

12 Q VWll, then how do you reconcil e that answer

13 wth your testinony on Line 7 and 6 of Page 7 that says
14 "as well as providing no rate decreases"?

15 A Because we've applied the gradualismpolicy in
16 order to determine the $15 rate in your exanple. That
17 isinline wwth this Conmm ssion's policy.

18 Q At what point in tinme do you apply the

19 gradual i sm policy?

20 A Wen we get revenues fromthe cost of services
21 group, we would then apply the gradualismpolicy in

22 allocating revenue requirenents to each custoner cl ass,
23 and it depends on where they are in the parity

24 cal cul ation. So sone custoners are bel ow parity; sone

25 are higher. And that determ nes how nmuch of a revenue
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1 increase is allocated to each custoner cl ass.
2 Q So when you say nobody gets a rate decrease,
3 when do you neke that determ nation?
4 A In the gradualism cal cul ati on.
5 Q And how do you do that?
6 A As an exanple, if a -- if a group is currently
7 over parity, they would get -- they would not get a
8 decrease. They would get less of an increase conpared
9 to other custoners. |In general, their parity would
10  decrease.
11 It can actually be shown on one of ny
12 Exhibits, TCC-5. You can see that the parity goes down
13 for several classes that are currently above parity.
14 Resi denti al, general service are two exanples of that.
15 So they woul d have gotten | ess of an overall increase
16 because they're currently paying the cost to serve their
17 cl asses.
18 Q Does the Conm ssion have a rul e on gradualisnf
19 A My understanding is that it's enunerated in
20 several orders that | listed in ny rebuttal testinony.
21 Q That wasn't ny questi on.
22 A No, I'mnot aware of a rule.
23 Q And in your sunmary, you had nentioned the
24 ClLC class and the credits; correct? Actually the
25 credits.
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1 A No. | don't think I nentioned that in ny

2 sumary.

3 Q Didn't you say sonething about DSM and credits

4  being set?

5 A No, not in ny summary.

6 Q Ckay. Do you have testinony to that effect?

7 A | have testinony that we've reset the credits

8 to presettlenent |evels.

9 Q Ckay. The credits that you reset, they were
10 reviewed in the |ast DSM goal 's docket; were they not?
11 A No.

12 Q They were not?

13 A No. They were approved as part of the

14 overal|l base rate agreenent that has -- of the overal

15 settl enent agreenent that was entered into.

16 Q And do they -- were they considered as part of
17 the DSM proceeding or in any proceeding before this

18 Comm ssion other than the rate case settl enent?

19 A Yes and no. They were part of the DSM docket,
20 but they were not reviewed and evaluated. They were

21 accept ed and approved because they were overall -- they
22 were part of an overall nultifaceted settl enent

23  agreenent.

24 Q And what docket are you referencing in

25 response to that answer?

Premier Reporting (850) 894-0828 Reported by: Kairisa Magee

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



2852

1 A | don't know the docket nunber. |It's the DSM
2 pl ans docket from 2015. And Wtness Koch is actually a
3 rebuttal wtness that can speak nmuch nore appropriately
4 to the DSM docket than I

5 Q Ckay. | -- you're aware that your conpany has
6 taken a position in this case that said the credits are
7 properly set in the DSM goal's docket; is that right?

8 A Yes.

9 Q Ckay. And DSM -- the | ast DSM goal s docket

10 that took place, the credits were before the Comm ssion;

11 correct?

12 A The credit --
13 Q The CILC credits.
14 A Again, yes and no. They were part of the

15 mul tifaceted settlenent agreenent. They were not

16 evaluated in that docunent.

17 Q Did -- did what the Comm ssion -- well, the

18 Comm ssion surely approved themin the rate case

19 settlenent; correct?

20 A Yes. They were part of one of many itens in a
21 mul tifaceted settl enent agreenent.

22 Q And in this case, you're suggesting that the
23 credits not continue; is that right?

24 A We're proposing to put them back at

25 presettlenment levels. They were approxinately
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1  $35 million when we entered into the settl enent

2 agreenent. We're putting them now at approxi mately

3 39 mllion. W're giving |load control custoners the

4  benefits of having GBRAs or generation-based rate

5 adjustnents go into place. So they're actually slightly
6 hi gher than they were prior to the settl enent agreenent,
7 but we are proposing that they be put back at

8 presettlenment levels with increases for GBRAs.

9 W're here to reset all new rates effective

10 1/1/17, and we believe the appropriate place for themto
11 be considered and evaluated to determne their --

12 their -- they need to be appropriately eval uated al ong
13 wth all of FPL's DSM prograns in a load -- in a DSM

14 docket. They're paid for by all custoners, and they

15 shoul d be evaluated in conjunction with all of DSM

16  prograns.

17 Q Did -- | assune you did a study or anal ysis or

18 sonething to support this decision; is that correct?

19 A No. | don't believe an analysis or study --

20 Q Yes or no --

21 A -- needs to be done.

22 | said no --

23 Q No.

24 And you made this decision?

25 A | don't -- no. | don't even believe it was a
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1 decision. It never was an option froman FPL

2 per specti ve.

3 Q Wll, you told ne -- you told nme that this

4 | ssue went to the operations commttee; did it not, for
5 themto consider it and nmake a decision? Yes, no --

6 M5. CLARK: I'msorry. Can you -- M. Myle,
7 when did she tell you that?

8 MR MOYLE: well --

9 CHAl RMVAN BROWN: M. Myl e?

10 MR. MOYLE: In her deposition. But let ne
11 just ask the question.

12 M5. CLARK: | don't believe that's a correct
13 characteri zation of what you asked and what was
14 answered in the deposition.

15 CHAl RMVAN BROWN: M. Myle, wll you pl ease
16 rephrase your question?

17 MR MOYLE: Yes, ma' am

18 BY MR MOYLE:

19 Q Did this credit -- this credit issue with

20 respect to resetting themor not, did that -- was that
21  sonething that was taken before the operations conmttee
22 before you made your filing?

23 A No. It was not the operations conmttee, but
24 It was a team of senior managenent personnel. But again
25 Il wll say it wasn't an option: do we do this or do we
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1 not? All of our rate proposals, which it was -- we're
2 resetting the credits because FPL's perspective is that
3 they were for a four-year term It's in our settlenent
4 testinony that those credits were for a four-year term
5 Q And do -- are -- that's -- well, why

6 did-- well, strike that.

7 But you're saying that it went to this

8 conmttee of senior managenent for review even though it
9 was a foregone conclusion that it had to be reset?

10 A Yes, because everything we were doing for the
11 rate case would be known by seni or managenent and

12 ultimately approved.

13 Q Wasn't there a presentation with respect to
14 what to do wth the credits to this conmttee?

15 A Yes, there was a presentation. | don't agree
16 wth the characterization of "what to do with the

17 credits." Again, it was a conclusion that this is what
18 we were doing.

19 Q And with respect to the |l egal effect of the
20 credits and how they were treated in the settl enent,

21 you're not offering a legal opinion with respect to

22  whether there was a need to reset or not; correct?

23 A No, |'m not.

24 Q kay. And | don't need to go back through it,

25 but you're aware that there's an exhibit in the record
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1 already that shows that for 2017 and 2018 t hat

2 I ndustrial custonmers and a large class CILCT are

3 confronting an 83 percent rate increase; is that right?
4 A There's an MFR that shows that particul ar

5 group of custonmers is getting an 83 percent increase to
6 their base rate for 2017 and 2018. That's about

7 25 percent of their total bill for a custoner of that

8 size, and their total increase over those four years or
9 five years is approximately 6, 7 percent on an annua

10 basis. Those custoners pay a total bill --

11 (simul taneous speaki ng)

12 Q That was a yes-no question --

13 CHAI RVAN BROAN:. M. Myl e, please let the
14 W t ness answer her question and -- thank you.

15 THE W TNESS: Those custoners pay a tota

16 bill --

17 MR MOYLE: I'Il wthdraw. [I'Il withdrawit.
18 "Il withdraw all the question.

19 CHAI RMAN BROMWN:  It's been answer ed.

20 MR. MOYLE: Yeah, but it did go on for.

21 BY MR MOYLE:

22 Q If this Conm ssion thought that industrial
23 custoners provided jobs that were inportant and want ed
24 to mtigate and not have industrial custoners suffer

25 | arge, significant increase, would keeping the credits
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1 as they currently are achieve that objective? Yes, no,
2 pl ease?
3 M5. CLARK: | object to the formof the
4 guesti on.
5 CHAl RMVAN BROWN: M. Myl e?
6 MR, MOYLE: What about the fornf
7 M5. CLARK: He's characterizing -- he's
8 characterizing the increase.
9 CHAIl RVAN BROAWN:. M. Myl e, restate the
10 question for nmne.
11 MR MOYLE: Ckay.
12 CHAI RMVAN BROWN:  And for the w tness.
13 BY MR MOYLE:
14 Q | think we've established that there's a
15 potential for large industrial custoners to get an
16 83 percent increase, and |I'masking her if this
17 Conmmi ssion was interested in not having large industrial
18 custonmers have an 83 percent increase, one way to
19 mtigate that would be to say, we're not going to take
20 the credits back down to the pre-2012 rate case |evel as
21 FPL proposes; isn't that right?
22 CHAI RVAN BROWN: | will allow the question.
23 MR, MOYLE: Thank you.
24 THE WTNESS: Yes and no. Yes, this
25 Comm ssion has latitude to choose rate for many --
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1 many di fferent outcones. But, again, 83 percent is
2 a base nunber. They pay a total bill. Even with

3 t he proposed increases, these custoners wll be

4 significantly bel ow the national average. CQur

5 rates are still highly conpetitive. So | disagree
6 with the characterization that they're getting

7 t hese enornous increases and they will not be --

8 and they'll be significantly harned.

9 BY MR MOYLE
10 Q Can you tell this Court what -- | nean this

11 Conmm ssi on what you believe is a large increase?

12 A | don't have a definition for it. It's

13 certainly subjective. But, again, |'ve nentioned it's
14 five to six percent over the -- over the period of our
15 proposal, and it's still highly conpetitive nationally

16 and in the State of Florida. W've provided that
17 I nformation in discovery as well.
18 Q Ckay. My question just sinply was whet her you

19 had a sense of a large rate increase, and | take it from

20 your answer that the answer is no. |s that correct?

21 A | don't think a -- no, | don't.

22 Q Ckay. Thank you.

23 CHAI RMAN BROWN:  Thank you.

24 Hospitals. M. Wsemn.

25 MR. W SEMAN:  Thank you, Madam Chair
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1 CHAI RMVAN BROWN:  Good af t er noon.

2 MR. W SEMAN: Good afternoon

3 EXAM NATI ON

4 BY MR W SEMAN:

5 Q Good afternoon, Ms. Cohen.

6 A Good afternoon.

7 Q Let ne start wth asking you a questi on about

8 sonething you said in your oral summary. | think what

9 you said was that the average increase woul d be about 2
10 to 4 percent. Did | hear that correctly?

11 A Yes.

12 Q Ckay. And when you said the average increase
13 of 2 to 4 percent, first of all, | assune that what you
14  were tal king about then is the total bill inpact. Wuld
15 that be right?

16 A Yes.

17 Q Ckay. Is the 2 to 4 percent the average

18 I ncrease in total bill for residential custoners?

19 A No. It's commercial and industrial. It's the
20 four rate classes or -- that make up 95 percent of our
21  commercial and industrial custoners that are in ny

22 Exhibits TCC-2 and TCC- 4.

23 Q Are you aware whether, prior to the tine that
24  the hospitals intervened in this case, FPL sent certain
25 representatives out to the hospitals to tal k about the
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1 | npacts of the proposals that FPL was making in this

2 case?

3 A Yes. |'maware that our custoner service

4 personnel -- they have assigned account nanagers to

5 certain accounts. | think Ms. Santos testified to that.
6 Q And are you aware that if, during those

7 neetings with hospitals, the FPL representatives

8 presented to the hospitals FPL's cal cul ati on of what the

9 total bill inpacts would be for each of the hospital s?
10 A Yes. | amaware that those were presented.
11 Q And are you aware of whether the total inpacts

12 for the hospitals that FPL cal cul ated were nore in the
13 18-t o- 20- percent range?

14 A That sounds about right for 2017.

15 Q All right. Now, you said a nonent ago a

16 couple of tinmes that FPL's rates are highly conpetitive
17 on a national basis. Do you recall that?

18 A Yes.

19 Q Ckay. Do you understand what cost-based rate

20 maki ng is?

21 A Yes.
22 Q What ' s cost - based rate maki ng?
23 A In -- generally that cost responsibility

24 shoul d foll ow cost causati on.

25 Q And cost-based rate nmaking is based upon the
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1 costs of the individual utility whose rates are being
2 evaluated; isn't that true?
3 A Can you repeat your question?
4 Q Isn't it true that under cost-based rate
5 maki ng, the evaluation that a public utility comm ssion
6 has to nake is based upon the costs of the utility whose
7 rates are at issue?
8 A Yes. But | also believe that you have to
9 ensure you're covering the cost to serve each individual
10 group of custoners.
11 Q And | was not suggesting anything to the
12 contrary.
13 But in the concept of cost-based rate making,
14 conpetition doesn't have any inpact; does it?
15 A | don't have an opinion. | don't know.
16 Q Ckay. Now, you're the senior nmanagenent of
17 rate devel opnment in FPL's rates and tariffs departnent;
18 Is that right?
19 A Yes.
20 Q kay. And if | -- | think you're responsible
21 for rate developnent, rate and tariff adm nistration,
22 and for FPL's base rate -- base revenue forecast; is
23 that right?
24 A Yes.
25 Q Now, you were involved in the planning stages
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1 of this rate case; correct?
2 A Yes.
3 Q And woul d you agree that the rates and tariffs
4 departnent did not nake a recommendation to FPL that it
5 needed new rates to go into effect January 1, 2017?
6 A Yes. That's not our responsibility.
7 Q Ckay. So you did not -- the rates departnent
8 did not make that recommendation; correct?
9 A No. The rates departnent woul d never make
10 such a recommendati on.
11 Q Ckay.
12 A We don't evaluate the revenues of the conpany.
13 Q Wul d you agree that if FPL had not filed to
14 I ncrease its rates, and assumng no party filed a
15 conpl aint asking that rates woul d be decreased, that the
16 rates that were in effect under the 2012 settl enent
17 would -- and which are in effect in 2016 would remain in
18 effect in 20177
19 A Yes, sir.
20 Q Ckay. Now, you discussed billing determ nants
21 I n your testinony; is that right?
22 A Yes.
23 Q Ckay. And that's sonething that you're al so
24 responsi ble for; correct?
25 A Yes. The forecast.
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1 Q Ckay. And you al so discuss a forecast of base
2 revenue; correct?

3 A Yes.

4 Q Now, in terns of devel oping the base revenue
5 forecast, would you agree that Dr. Morley provides

6 certain forecasts to your departnment and then your

7 departnent converts that into a revenue forecast?

8 A Yes. She provides the |oad forecast.

9 Q Ckay. And the billing determ nants are based
10  upon |l oad forecasts; right?

11 A Yes.

12 Q Ckay. Now, your forecast of revenues from

13 sales of electricity are set forth in MFR Schedul es

14 E13A, E13B, E13C, and E13D; is that right?

15 A | believe so.

16 Q Ckay. Could you turn to -- and first of all
17 you are the sponsor of those MFRs; correct?

18 A Yes.

19 Q Ckay. And you're the sol e sponsor of those;
20 aml right?

21 A | don't believe I'mthe sole sponsor of all of

22 them E13B I'mnot the sole sponsor of.

23 Q Wll, I want to focus actually on E13A -- A

24 If we could. You are the sole sponsor of that one;

25 right?
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1 Yes.
2 Q Al right.
3 M5. CLARK: M. Wsenman, can you give a mnute
4 to get that in front of us?
5 MR W SEMAN:  Sure.
6 M5. CLARK: What was that nunber again?
7 MR W SEMAN: E13A
8 M5. CLARK: Got it. Thank you.
9 MR. W SEMAN: Again, yeah. And let ne nake
10 that clear. 1'm asking about E13A for the 2017
11 test year.
12 CHAI RMAN BROWN:  Ckay. Pl ease proceed.
13 BY MR W SEMAN:
14 Q Ms. Cohen, do you have that?
15 Yes, | do.
16 Q G eat.
17 Now, this schedule shows the -- | think the
18 I ncrease in base revenues for each of the rate cl asses
19 that are listed in the rate schedule for the 2017 test
20 year; is that right?
21 A Yes.
22 Q Okay. Now, would you agree that a |l arge
23 commercial custoner is one wth a demand of
24 2,000 kilowatts or greater?
25 A Yes.
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114 W. 5th Avenue, Tallahassee, FL 32303

1 Q Al right. And so on this schedule, MR E13A,
2 the rate schedules for |arge commercial class custoners
3 wth a demand of 2,000 kW or higher would be the GSLDT2
4 and the GSLDT3 rate schedule; is that right?
5 A There are a few ot her ones.
6 Q What are the other ones?
7 A GSLD2, GSLD -- there's a few of them
8 Q Yeah. (Go ahead, pl ease.
9 | think I had nentioned GSLDT2, but --
10 A | thought you said T. [|'msorry.
11 Q Oh, | did. | apologize. You're right.
12 A | don't know themall off the top of ny head
13 wthout |looking at a --
14 Q Al right. Wll, we can go forward. | think
15 we can -- the tariff says whatever the tariff says.
16 Let's look at the CILClV rate class first.
17 That's the Line No. 1. Do you have that? Row one?
18 A Yes.
19 Q (kay. And that actually -- that rate class,
20 if I"'mcorrect, and if you know, what distinguishes it
21 Is that's an interruptible schedul e; correct?
22 A Yes, sir.
23 Q And | think if -- under that rate schedul e,
24 FPL has the right to require a custoner to interrupt at
25 | east 200 kW of demand; is that correct?
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1 A That's correct.

2 Q Al right. Now, you'd agree that under base
3 revenues at present rates for the CILCD -- CILCID rate
4 class, are $60, 642,000; correct?

5 A Yes.

6 Q Ckay. Then if we go over to Columm 3, we can

7 see under your proposal that the increase in base

8 revenues would go -- would be to $95, 214, 000; correct?
9 A Yes.
10 Q Ckay. And so if we go over to Colum 5, we

11 see that that would represent that 57 percent increase;

12 correct?

13 A In their base revenue for the cl ass.
14 Q Yes. Ckay.
15 And then -- | think we can go through this

16 pretty quickly. Instead of going through all the -- al
17 the dollars, if we go to GSLDT1 -- well, let's start
18 wth GSL -- GSLD1. |Its increase under the proposal for

19 2017 woul d be a 27.6 percent increase in base revenues;

20 right?

21 A That's correct.

22 Q And for GSLD2, 33.5 percent; correct?

23 A That is correct.

24 Q And for GSLDT1, 32.5 percent; correct?

25 A 33.57?
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1 Q 32.5 percent.

2 A |"msorry. GSLDT1?

3 Q Yeah. | think |I have -- well, nmaybe | have
4 the wong -- trying to follow it across the row

5 l"msorry. It looks tone like it's a

6 31.3 percent increase. Wuld that be correct?

7 A Yes.

8 Q kay. And then for GSLD -- GSLDT2, the base
9 revenue increase would be 32.5 percent; correct?

10 A Yes.

11 Q And then let's go down the page to Line 24.
12 The increase in base revenues for RS-1, the

13 residentials, would be 13 percent; is that correct?

14 A Yes. That's Line 25.
15 Q Al right. Now, you're famliar with an
16 entity naned Utilities International, Inc., or U for

17  short; is that right?

18 A Yes.

19 (Transcript continues in sequence in Vol une
20 23.)

21

22

23

24

25
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