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QUESTION:

Please generally describe the type(s)/operating specifications of generators contemplated and/or
planned for use in effectuating Florida Power & Light’s (FPL or Company) Optional
Supplemental Power Services Pilot Program (OSPS).

RESPONSE:

The operating specifications of generators for use in effectuating FPL’s OSPS Program will
depend on each customer’s needs and premises. FPL also recognizes that generator technology
will change over time. Based on information known today, the types of back-up power

generators contemplated for use include:

1y

2)

3)

“Whole House” residential standby generators — primarily 120/240V single-phase,
stationary generators fueled by either natural gas or liquid propane, ranging in size from
approximately 10kW to over S0kW. These generators may be either air-cooled or liquid-
cooled. They are installed on a concrete pad adjacent to the home and typically connected
to the customer’s electrical loads through electrical breakers or transfer switches. They
are typically mass-produced for lighter-duty operation and built economically to appeal
to residential users.

Commercial standby generators — either single-phase or three-phase stationary
generators, fueled by natural gas, liquid propane or diesel fuel, ranging in size from
approximately 20kW to over 60kW. These generators are often water-cooled and are
typically used for small-to-medium commercial applications that do not have demanding
load requirements. They are installed on a concrete pad adjacent to the business and
typically connected to all or a designated portion of the customer’s electrical loads
through electrical breakers or transfer switches.

Large Commercial / Industrial “Heavy Duty” standby generators — three-phase stationary
generators typically fueled by diesel or natural gas, ranging in size from approximately
50 kW to over 2MW. These generators are water-cooled and are installed within
specially-built enclosures or within dedicated generator rooms. These generators are
typically custom-built for the application and designed to meet demanding, critical load
uses. They are typically connected to the customer’s entire electrical load or to special,
dedicated backed-up load circuits, often through multiple electrical breakers or transfer
switches.
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QUESTION:
Please refer to page 1 of the Petition for Approval of Optional Supplemental Power Services
Pilot Program and Rider (Petition) for the following question. Please specify what “power

conditioning equipment” is referring to and explain what power conditioning service is (as
shown in tariff sheet No. 8.845

RESPONSE:

Power conditioning equipment refers to equipment designed to mitigate shorter-term power
quality disturbances, such as voltage swells, sags, transient/lightning surges and momentary
interruptions. A common type of power conditioning equipment is an Uninterruptible Power
Supply (UPS) battery / energy storage unit, which is designed to ensure that customers’ sensitive
electronic equipment receives uninterrupted power free from any form of voltage disturbances.
Power conditioning service can be provided through FPL-installed, owned and maintained
equipment provided under Optional Supplemental Power Services.
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QUESTION:

Please refer to page 4, section 7 of the Petition for the following request. Please elaborate on
what types of equipment/costs are potentially contemplated by the passage: “[a]ny equipment
installed by the Company that is not necessary to support OSPS service to the customer will not
be included in the customers’ monthly payment.”

RESPONSE:

During the pilot, FPL will seek to identify and further understand not only the customer-specific
benefits of utility owned, operated and maintained back-up generators and power conditioning
equipment, but also any potential to utilize this equipment to benefit the overall operation of the
grid. FPL may install additional equipment, such as interconnection, dispatch, control and/or
monitoring equipment, which would enable FPL to dispatch the equipment to assist with meeting
system emergencies and other conditions for which the equipment may benefit grid operations.
This special equipment would also be intended to assist FPL with monitoring results and
evaluating opportunities to use OSPS assets to benefit the general operation of FPL’s grid. The
equipment would only be installed upon the customer’s consent that FPL may dispatch the
equipment for such uses. The cost of the special equipment would not be included in the costs
attributed to the customer for their site-specific need.

Opportunities to use the OSPS assets for additional, beneficial purposes will be evaluated on a
project-by-project basis and are anticipated to be limited to a small set of project installations.
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QUESTION:

Please refer to page 5, section 12 of the Petition for the following questions.

a. FPL is requesting to record OSPS-related investments in Federal Energy Regulatory
Commission Accounts 371 - Installations on Customer Premises, and 372 - Leased Property on
Customers’ Premises. Given the nature of the equipment is electrical energy generation, why are
these investments considered distribution assets and not production assets?

b. Given the nature of the OSPS equipment is electrical energy generation, are there any
environmental or safety-related regulatory concerns with the Company owning and operating
such equipment? If so, please discuss.

c. Please generally discuss the factors which lead the Company to propose ‘“heavy-duty
generators” having double the assumed useful life (20-year) of “light-duty generators” (10-year).
d. Please list all known additional/accessory equipment to the light- and heavy-duty generators
which the Company intends to capitalize in effectuating the OSPS Program.

RESPONSE:

a. The type of generator anticipated to be installed under OSPS is a “standby” or “back-up”
generator, which is intended to provide back-up power to customers at their premise when a
power outage occurs on the utility grid, and for routine testing. This is as opposed to a
“main” power generator in a production facility designed to provide primary continuous
electrical energy generation to an individual or group of customers.

b. FPL does not foresee any unique environmental or safety-related regulatory concerns with
Company-owned / operated back-up generator equipment at customers’ premises. FPL
expects environmental and safety issues to be consistent with installation and operation of
customer-owned / maintained back-up generators currently installed and operating across
FPL’s service area. Environmental and safety-related considerations are addressed during
generator system design, permitting and within standard operating procedures. FPL plans to
use internal subject matter experts and qualified, external generator design / installation /
service companies with expertise in these areas to ensure that all relevant considerations are
met for installations under the OSPS program.

c. Heavy-duty generators are designed and built to meet the more rigorous loads associated
with commercial and industrial facilities. Because these loads are typically critical in nature,
heavy-duty generators are built as custom, highly-durable units to ensure reliable operation
for extended periods of time. These generators are built with rugged engines, heavily-wound
alternators, advanced fuel and cooling systems, and strong steel skids. Enclosures are
typically custom-built to withstand harsh environmental conditions. All of these factors,
along with rigorous preventative maintenance schedules specified by these generator
manufacturers, lead to a more durable, longer-lasting generator set compared to light-duty
generators.
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d. In addition to the generator unit itself and various integral components of the unit such as
batteries, chargers, generator controls, cooling and exhaust system components, additional
equipment would vary based on customer-specific requirements but would typically include:
automatic transfer switches, electrical breakers and panels, electrical cable and connections,
surge protection, lightning and grounding systems, conduit, enclosure, fuel tank / system, and
concrete pad required to complete a functional generator installation.
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QUESTION:
Has the Company installed any OSPS-related equipment to date? If so, please identify the assets

installed and dates of installation.

RESPONSE:
No, FPL has not installed any OSPS-related equipment to date.
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QUESTION:

Is FPL currently recording any plant depreciation associated with the OSPS Program?
a. If the response to Request No. 6 is affirmative, is the Company requesting any plant in service
and accumulated depreciation transfers be performed as part of this docket?
b. If the response to Request No. 6(a.) is affirmative, please specify: amounts to be transferred;
accounts in which the property/balances are currently being depreciated; and accounts to which
the property/balances are being transferred to.

RESPONSE:
No.
a. N/A
b. N/A
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QUESTION:
Has FPL estimated the total three-year capital cost associated with the OSPS Pilot Program? If
s0, please specify the estimated capital cost of the program by year.

RESPONSE:

Yes, for purposes of initial planning and budgeting, FPL estimated the following capital
expenditure ranges:

Annual Capital Expenditure ($ MM) - OSPS Pilot

Year1 | Year2 | Year3

Low Range | 0.3 1.5 2.9
High Range | 0.6 6.0 12.7

In establishing these estimates, FPL considered factors such as: (1) current market interest in
back-up generators (gained from discussions with generator manufacturers and installers); (2)
building customer awareness of the FPL back-up power service offering; (3) implementation of
new processes associated to the pilot program; and (4) estimated lead times to initially assess,
then design, construct and commission new installations. Based on the level of customer interest
and participation in utility-provided, customer-sited back-up power services, FPL expects that
actual capital expenditures during the pilot may vary from these initial estimates.
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QUESTION:

Does FPL have any indication/estimation as to the future customer mix (i.e. residential,
commercial, etc.) of the OSPS for the three-year duration of the pilot program? If so, please
discuss, including what type of commercial customers expects to take service under this tariff.

RESPONSE:

FPL has learned that residential, commercial, industrial and institutional customers have interest
in a back-up power service offering; however, there is uncertainty regarding the ultimate mix of
customers that may elect to participate in such an offering. A key objective of the Pilot is to gain
information about the benefits, costs, and optimal economic implementation of customer-sited,
FPL-provided back-up power services for each group. During the three-year pilot program, based
on planning assumptions, FPL expects to respond to collectively several hundred OSPS-related
back-up power service inquiries from these customer groups, and expects a higher count of the
inquiries to come from residential customers due to the overall number of customers within that
customer group. At this time — without the benefit of data from the Pilot — FPL expects more
non-residential customers will participate in the Program because their interest is driven by
economics and operational needs.

From past experience in responding to power outage / disturbance inquiries from customers, FPL
knows that some residential customers desire the comfort and security provided by having
continuous power, such as provided through whole-home back-up generators, during the periodic
power outages that might occur— like Florida’s extreme weather. Certain commercial, industrial
and institutional customers elect to install back-up power solutions due to the potential for
business disruption and financial loss. Based on inquiries made by FPL customers over the
years, certain business segments — such as manufacturers, governmental utility and
administrative operations, various types of institutional facilities, retail stores, gas stations, media
operations, and an increasing range of other small and medium businesses that require
continuous power for information technology equipment — often find it advantageous to have on-
site back-up power and / or power conditioning equipment to allow continuation of their
operations. Electing to participate in an FPL-provided back-up power service offering will allow
these businesses to focus their personnel and capital on core business functions, as opposed to
having to take responsibility for managing back-up power equipment selection, purchase, design,
installation and operation issues.
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QUESTION:

Is the Company aware of any other electric utility in the United States that has received
regulatory approval for average service life and net salvage values for the purposes of
depreciating customer-sited electricity generators/OSPS equipment similar to the type(s) FPL
will deploy? Is so, please identify the utility or utilities and specify the approved service life and
net salvage values.

RESPONSE:

FPL is not aware of any electric utility receiving the approval for these depreciation rates and
service lives.
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QUESTION:
Please refer to page 5, section 12 of the Petition. According to the Company: . . . FPL consulted

with its electrical subject matter experts, original generator equipment manufacturers and
benchmarked generator industry data to conclude that a ten-year and twenty-year estimated
useful life and net salvage of 0% is reasonable and appropriate for residential/small commercial
light-duty generators and heavy-duty generators, respectively.”

a. Please identify the “subject matter experts” being referenced in this passage.
b. Please identify the “original equipment manufacturers” being referenced in this passage.
c. Please further elaborate on the “benchmarked generator industry data” being referenced in this
passage.

d. Will the residential/small commercial light-duty, as well as heavy-duty generators carry a
manufacturer’s warranty when purchased by FPL? If so, please specify or approximate the
typical warranty duration.

RESPONSE:

a. The referenced subject matter experts include FPL’s staff of engineering and accounting
professionals who, for the purpose of establishing the useful life and net salvage estimations,
consulted with multiple electrical construction firms within Florida that have significant,
direct experience with and detailed knowledge of installing and servicing residential and
commercial / industrial generators.

b. FPL received information from major generator equipment manufacturers including
Caterpillar, Cummins and Generac.

c. FPL obtained generator industry data from secondary sources obtained via online searches.
Please see response to Staff’s First Set of Data Request POD No. 1 for detailed information.

d. Yes. It is FPL’s intent to seek the longest warranty available for OSPS installations. For
residential/small commercial light-duty generators, the longest warranty is typically 10 years.
For heavy-duty generators, warranties and/or extended service plans can extend longer than
10 years assuming that all required preventative maintenance is performed. These large
generator longer-term warranties/service plans are typically negotiated with the generator
manufacturer.
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QUESTION:

Does the OSPS program include such equipment as a battery back-up, rather than diesel or petrol
generator for providing uninterrupted energy supply to its customers?

RESPONSE:

Yes. The OSPS Program is designed to accommodate battery back-up, as well as any other
technology that constitutes or in the future would constitute power conditioning equipment.
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QUESTION:

Please detail how the Company would account for a generator sited on customer premises that is
rendered inoperable prior to its assumed useful life.

RESPONSE:

As noted in response to Staft’s First Set of Data Request No. 10 d., FPL will pursue long-term
warranties and service contracts for the term of the equipment’s useful life; or, if not available
for the full equipment useful life, then for the longest term offered from the equipment
manufacturer. These costs of the warranty will be included in the customer’s OSPS monthly
service payment and are necessary to ensure the equipment remains operable through its
assumed useful life. The OSPS Agreement addresses cases in which the equipment may become
inoperable due to situations outside breakdown or normal wear-and-tear, such as situations
where the equipment is rendered inoperable due to forces beyond FPL’s or the customer’s
control. Customers would be required to carry insurance that covers property damage. (OSPS
Agreement 18(b)). If the customer’s insurance does not cover the incident, FPL would be
responsible for repairs (OSPS Agreement 12(d)). OSPS pricing accounts for a reserve to repair
or replace damaged equipment that is not covered by insurance and to account for insurance
deductibles. This reserve is an additional protection to ensure that the OSPS revenues cover all
OSPS costs. If damage is due to the actions or negligence of the customer or its contractors,
agents or guests, the customer would be financially responsible for repair costs (OSPS
Agreement 12(c)).
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QUESTION:

Please explain and provide support for the cost of installation included in capital costs for the
OSPS.

RESPONSE:

Capital costs under the OSPS Rider will include the cost of the selected equipment and cost of
installation. The cost of installation included in capital costs may include, but is not limited to
engineering, surveys, construction plans, permits, site preparation, miscellaneous materials such
as conduit, wire and concrete pads, construction labor and project management labor. All of
these installation-related costs, along with the cost of the equipment, are associated with the
initial installation of a functional back-up generation installation.

Please see the table below for indicative cost of installation ranges for various-sized “heavy-

duty” generator projects.
Estimated Construction-related site
Estimated Engineering / Estimated Plans / Permitting preparation, Misc. Material, Labor,
Survey Costs Costs Proj Mgmt Costs Cost of Installation Examples
Gen size Low Mid High Low Mid High
(kw) Range Range Range Range Range Range Low Range| Mid Range | High Range Low Range | Mid Range | High Range
50 $600 $700 $800 $900| $1,000[ $1,100 $19,000] $ 23,800 $28,600 $20,500 $25,500 $30,500
100/ $1,100 $1,300] $1,500 $1,100| $1,300| $1,500 $33,200] $ 41,500 $49,800 $35,400 $44,100 $52,800
250 $2,800 $3,200] $3,600 $2,100] $2,400| $2,700 $62,800] $ 78,600 $94,400 $67,700 $84,200| $100,700
500 $6,200 $6,900| $7,600 $3,600] $4,100| $4,600 $108,800] $ 136,100 $163,400 $118,600] $147,100| $175,600
750] $10,000{ $11,200] $12,400 $6,100] $6,800| $7,500 $178,800] $ 223,600 $268,400 $194,900] $241,600 $288,300
1000| $12,900] $14,400| $15,900 $7,700] $8,600] $9,500 $229,200] $ 286,600 $344,000 $249,800] $309,600 $369,400
1250/ $17,800] $19,800| $21,800 $10,700] $11,900] $13,100 $315,800] $ 394,800 $473,800 $344,300] $426,500 $508,700
1500| $22,600] $25,200| $27,800 $13,500] $15,100] $16,700 $402,700] $ 503,400 $604,100 $438,800] $543,700] $648,600
2000| $30,400[ $33,800] $37,200 $18,200] $20,300] $22,400 $540,000] $ 675,100 $810,200 $588,600] $729,200] $869,800
2500] $42,100[ $46,800] $51,500 $25,200] $28,100] $31,000 $747,600] S 934,600 | $1,121,600 $814,900| $1,009,500| $1,204,100
3000 $50,200] $55,800| $61,400 $30,100] $33,500| $36,900 $892,500| $1,115,700 | $1,338,900 $972,800| $1,205,000| $1,437,200

NOTES

1) Estimated cost data is for illustrative purposes only; actual, project-specific costs will vary from examples
2) Data is based on general information from electrical contractors that perform generator installations

3) Examples represent commercial / industrial "heavy-duty" generator installation costs

Based on discussions with Florida residential back-up generator installers, the cost of installation
for “whole home” stationary back-up generators can range from $5,000 to over $20,000.

The cost of installation, as well as equipment costs, will vary significantly based on the type of
equipment installed, the scope of electrical work required for the installation, and numerous
customer-site specific conditions and requirements. Before any construction begins, FPL will
obtain actual proposals from generator contractors in order to develop the OSPS monthly service
payment amount for the customer. FPL will only incur project-specific capital costs after the
customer elects to participate and executes an Optional Supplemental Power Services
Agreement.
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QUESTION:

Please provide the formulas to calculate the participants’ monthly fixed charge, including any
projected capital, operating, and non-fuel maintenance costs. Please include the variations for
customer types and equipment types. Spreadsheets may be appropriate.

RESPONSE:

Please see attached OSPS Pricing spreadsheet and three representative examples: residential
(light-duty), commercial business and industrial business (heavy-duty) generator installations.
All formulas are intact. The spreadsheet includes an Input sheet into which capital costs and
projected expenses are entered (costs to be obtained during the evaluation/engineering study
steps of the OSPS process), and contract term length and generator type are selected. The Input
sheet also includes the current income tax rates and capital structure values used in performing
calculations. The spreadsheet next performs calculations using formulas within the Payment
Calculation sheet, which calculates the installation’s revenue requirements and levelizes those
revenue requirements over the equipment useful life period. The customer’s OSPS monthly
service payment amount is then presented on the Output sheet.

The three example spreadsheets include illustrative capital and expense costs for variations in
customer types and equipment types, resulting in representative output monthly service payment
amounts for these variations.



YELLOW CELLS - DATA INPUT REQUIRED

Initial Contract Term
Project Type
Book Life / Equipment Useful Life (EUL)

|Total Capital Cost [

On going Expenses
Annual O&M Expenses |

Annual Program G&A |

TAX RATES
State Income Tax Rate
Federal Income Tax Rate

Blended Income Tax Rate

Optional Supplemental Power Services
Pricing Spreadsheet

TABLE 1

Current Capital Structure (Dec 2018
ESR Schedule 4 pg 20f2 Average
Midpoint)
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Long Term Debt
Short Term Debt
Preferred Stock

Common Equity

Customer Deposits
Deferred Income Taxes
Investment Tax Credits

Page 1of 3
Project Type Book Life / EUL
Residential (Light Duty) Generator 10
Small Commercial (Light Duty) Generator 10
Medium / Large (Heavy Duty) Generator 20

Weighted Average Cost of Capital

20 yrs
Medium / Large (Heavy Duty) Generator
20 yrs
5.50%
21.00%
25.345%
Total Capital Structure Investor Sources
Pre-Tax
Weighted After-Tax Weighted
Cost Percent of Cost of Percent of Cost of
Rate Capital Structure Capital Investor Sources Investor Sources
4.41% 28.19% 1.24% 36.8% 1.21%
2.74% 2.75% 0.08% 3.6% 0.07%
0.00% 0.00% 0.00% na na
10.55% 45.64% 6.45% 59.6% 6.29%
2.08% 1.11% 0.02% na na
0.00% 21.60% 0.00% na na
8.21% 0.71% 0.06% na na
100% 7.85% 100.0% 7.57%
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REVENUE REQUIREMENT - SUMMARY

Year 1 2 3 4 5 6 7 8 9 10 " 12 13 14 15 16 17 18 19 20
Discount Factor wacc 7.57%)| Escalatior 0.93 0.86 0.80 0.75 0.69 0.65 0.60 0.56 0.52 0.48 0.45 0.42 0.39 0.36 0.33 0.31 0.29 0.27 0.25 0.23

Revenue Requirement CPVRR
Operations and Maintenance - - 2.50% - - - - - - - - - - . - - - - - - - - -
- - 2.50% - - - - - - - - - - - - - - - - - - - -
Property Tax 1.75% - - - - - - - - - - - - - - - - - - - - -
Insurance 0.053% - - - - - - - - - - - - - - - - - - - - -
Depreciation - - - - - - - - - - - - - - - - - - - - -
Return on Capital - - - - - - - - - - - - - - - - - - - - -
Revenue Requirement - - - - - - - - - - - B B B B B - = - = -

EUL Term 20 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Levelized Tariff - Annual- pre-reserve - - - - - - - - - - - 2 - - - - - - - - - -

Bad Debt / Loss Reserve 6.0% - - - - - - - - - - - - - - - - - - - - -

Levelized Tariff - Annual -
Levelized Tariff - Monthly -

REVENUE REQUIREMENT - CALCULATION

Book Accounting
Book, Beginning - - - - - - - - - - - - - - - - - - - -
Investment I -
Book Depreciation - - - - - - - - - - - - - - - - - - - -
Book, Ending - - - - - - - - - - - - - - - - N N N N

Rate Base, Average - - - - - - - - - - - - - - - - - - - -

Pre-Tax Cost of Capital 7.85% - - - - - - - - - - . - . - - - - - - -



Contract Term
Number of Payments

Monthly Service Payment Amount *"

(1) Subject to Applicable Taxes

Optional Supplemental Power Services
Pricing Spreadsheet

20 years
240 monthly payments
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YELLOW CELLS - DATA INPUT REQUIRED - RESIDENTIAL LIGHT DUTY WHOLE HOUSE GENERATOR EXAMPLE

Initial Contract Term 10 yrs
Project Type Residential (Light Duty) Generator
Book Life / Equipment Useful Life (EUL) 10 yrs
|Total Capital Cost [ $75,000 |(SEE NOTE 1)
On going Expenses
Annual O&M Expenses | $500 |(SEE NOTE 1)
Annual Program G&A | $500 |(SEE NOTE 1)
NOTE 1: ESTIMATES FOR ILLUSTRATIVE PURPOSES; ACTUAL COSTS CONTINGENT ON SPECIFIC PROJECT REQUIREMENTS
TAX RATES
State Income Tax Rate 5.50%
Federal Income Tax Rate 21.00%

Blended Income Tax Rate 25.345%
TABLE 1 Total Capital Structure Investor Sources
Current Capital Structure (Dec 2018 Pre-Tax
ESR Schedule 4 pg 20f2 Average Weighted After-Tax Weighted
Midpoint) Cost Percent of Cost of Percent of Cost of

Rate Capital Structure Capital Investor Sources Investor Sources Project Type Book Life / EUL

Long Term Debt 4.41% 28.19% 1.24% 36.8% 1.21% Residential (Light Duty) Generator 10
Short Term Debt 2.74% 2.75% 0.08% 3.6% 0.07% Small Commercial (Light Duty) Generator 10
Preferred Stock 0.00% 0.00% 0.00% na na Medium / Large (Heavy Duty) Generator 20
Common Equity 10.55% 45.64% 6.45% 59.6% 6.29%
Customer Deposits 2.08% 1.11% 0.02% na na
Deferred Income Taxes 0.00% 21.60% 0.00% na na
Investment Tax Credits 8.21% 0.71% 0.06% na na

Weighted Average Cost of Capital 100% 7.85% 100.0% 7.57%
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Year 1 2 3 4 5 6 7 8 9 10 " 12 13 14 15 16 17 18 19 20
Discount Factor wacc 7.57%)| Escalatior 0.93 0.86 0.80 0.75 0.69 0.65 0.60 0.56 0.52 0.48 0.45 0.42 0.39 0.36 0.33 0.31 0.29 0.27 0.25 0.23
Revenue Requirement CPVRR
Operations and Maintenance 500.0 3,776.0 2.50% 500.0 512.5 525.3 538.4 551.9 565.7 579.8 594.3 609.2 624.4 - - - - - - - - - -
500.0 3,776.0 2.50% 500.0 512.5 525.3 538.4 551.9 565.7 579.8 594.3 609.2 624.4 - - - - - - - - - -
Property Tax 1.75% 1,094.9 262.5 236.3 210.0 183.8 157.5 131.3 105.0 78.8 52.5 26.3 - - - - - - - - - -
Insurance 0.053% 33.2 8.0 7.2 6.4 5.6 48 4.0 3.2 2.4 16 0.8 - - - - - - - - - -
Depreciation 10,261.9 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 - - - - - - - - - -
Return on Capital 4,508.4 1,118.6 1,000.8 883.1 765.3 647.6 529.8 412.1 294.4 176.6 58.9 - - - - - - - - - -
Revenue Requirement X X . 5 B A X X . 5 283438 - - - - - - - - - -
EUL Term 10 1 1 1 1 1 1 1 1 1 0 0 0 0 0 0 0 0 0 0
Levelized Tariff - Annual- pre-reserve 3,427.8 ~ 23,4504 3,427.8 3,427.8 3,427.8 3,427.8 3,427.8 3,427.8 3,427.8 3,427.8 3,427.8 3,427.8 - - - - - - - - - -
Bad Debt / Loss Reserve 6.0% 1,407.0 205.67 205.67 205.67 205.67 205.67 205.67 205.67 205.67 205.67 205.67 - - - - - - - - - -
Levelized Tariff - Annual 3,633 3,633 3,633 3,633 3,633 3,633 3,633 3,633 3,633 3,633 3,633
Levelized Tariff - Monthly 302.79

REVENUE REQUIREMENT - CALCULATION

Book Accounting
Book, Beginning
Investment [ 15,000 ]
Book Depreciation
Book, Ending

Rate Base, Average

Pre-Tax Cost of Capital 7.85%

- 13,500.0 12,000.0  10,500.0 9,000.0 7,500.0 6,000.0 4,500.0 3,000.0 1,500.0

15,000.0
(1,500.0)  (1,500.0) (1,500.0) (1,500.0) (1,500.0) (1,500.0) (1,500.0) (1,500.0) (1,500.0) (1,500.0)

13,500.0  12,000.0  10,500.0 9,000.0 7,500.0 6,000.0 4,500.0 3,000.0 1,500.0 -

14,250 12,750 11,250 9,750 8,250 6,750 5,250 3,750 2,250 750

1,119 1,001 883 765 648 530 412 294 177 59
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YELLOW CELLS - DATA INPUT REQUIRED - 100 KW COMMERCIAL / HEAVY DUTY GENERATOR EXAMPLE

Initial Contract Term 20 yrs
Project Type Medium / Large (Heavy Duty) Generator
Book Life / Equipment Useful Life (EUL) 20 yrs

|Total Capital Cost [ $90,000 |(SEE NOTE 1)

On going Expenses
Annual O&M Expenses | $1,250 |(SEE NOTE 1)
Annual Program G&A | $1,500 |(SEE NOTE 1)

NOTE 1: ESTIMATES FOR ILLUSTRATIVE PURPOSES; ACTUAL COSTS CONTINGENT ON SPECIFIC PROJECT REQUIREMENTS

TAX RATES
State Income Tax Rate 5.50%
Federal Income Tax Rate 21.00%

Blended Income Tax Rate 25.345%
TABLE 1 Total Capital Structure Investor Sources
Current Capital Structure (Dec 2018 Pre-Tax
ESR Schedule 4 pg 20f2 Average Weighted After-Tax Weighted
Midpoint) Cost Percent of Cost of Percent of Cost of

Rate Capital Structure Capital Investor Sources Investor Sources Project Type Book Life / EUL

Long Term Debt 4.41% 28.19% 1.24% 36.8% 1.21% Residential (Light Duty) Generator 10
Short Term Debt 2.74% 2.75% 0.08% 3.6% 0.07% 'Small Commercial (Light Duty) Generator 10
Preferred Stock 0.00% 0.00% 0.00% na na Medium / Large (Heavy Duty) Generator 20
Common Equity 10.55% 45.64% 6.45% 59.6% 6.29%
Customer Deposits 2.08% 1.11% 0.02% na na
Deferred Income Taxes 0.00% 21.60% 0.00% na na
Investment Tax Credits 8.21% 0.71% 0.06% na na

Weighted Average Cost of Capital 100% 7.85% 100.0% 7.57%
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REVENUE REQUIREMENT - SUMMARY
Year 1 2 3 4 5 6 7 8 9 10 " 12 13 14 15 16 17 18 19 20
Discount Factor wacc 7.57%)| Escalatior 0.93 0.86 0.80 0.75 0.69 0.65 0.60 0.56 0.52 0.48 0.45 0.42 0.39 0.36 0.33 0.31 0.29 0.27 0.25 0.23

Revenue Requirement CPVRR

Operations and Maintenance 1,250.0  15,263.5 2.50% 1,250.0 1,281.3 1,313.3 1,346.1 1,379.8 14143 1,449.6 1,485.9 1,523.0 1,561.1 1,600.1 1,640.1 1,681.1 1,723.1 1,766.2 1,810.4 1,855.6 1,902.0 1,949.6 1,998.3
1,500.0  18,316.2 2.50% 1,500.0 1,537.5 1,575.9 1,615.3 1,655.7 1,697.1 1,739.5 1,783.0 1,827.6 1,873.3 1,920.1 1,968.1 2,017.3 2,067.8 2,119.5 2,172.4 2,226.8 2,282.4 2,339.5 2,398.0
Property Tax 1.75%  10,255.2 1,575.0 1,496.3 14175 1,338.8 1,260.0 1,181.3 1,102.5 1,023.8 945.0 866.3 787.5 708.8 630.0 551.3 4725 393.8 315.0 236.3 157.5 78.8
Insurance 0.053% 310.6 47.7 453 429 40.5 38.2 35.8 33.4 31.0 28.6 26.2 239 215 191 16.7 14.3 11.9 9.5 72 4.8 24
Depreciation 45,621.8 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0 4,500.0
Return on Capital 44,208.8 6,888.0 6,534.8 6,181.6 5,828.3 5,475.1 5,121.9 4,768.6 4,415.4 4,062.2 3,708.9 3,355.7 3,002.5 2,649.2 2,296.0 1,942.8 1,589.5 1,236.3 883.1 529.8 176.6
Revenue Requirement ) ,760. ,395. ,037. 4,308. ,950. ,593. ,239.0 ,886.4 ,535.8 187 ,840.9 ,154.9 0,815. 0,478.0 0,143. 9,870.9 9,481.. 9,154.0
EUL Term 20 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Levelized Tariff - Annual- pre-reserve 13,215.0 ~133976.0 13,2150 13,2150 13,215.0 13,2150 13,2150 13,2150 13,2150 13,2150 132150 13,215.0 13,215.0 13,215.0 13,215.0 13,215.0 13,215.0 13,215.0 13,215.0 13,215.0 13,215.0 13,215.0
Bad Debt / Loss Reserve 6.0% 8,038.6 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90 792.90
Levelized Tariff - Annual 14,008 _1 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008 14,008

Levelized Tariff - Monthly 1,167.32
REVENUE REQUIREMENT - CALCULATION

31,500.0 27,000.0 22,500.0 18,000.0 13,500.0 9,000.0 4,500.0

Book Accounting
Book, Beginning - 85,500.0 81,0000 76,500.0 72,000.0 67,500.0 63,000.0 58500.0 54,000.0 49,500.0 45,000.0 40,500.0 36,000.0
Investment 90,000 90,000.0
Book Depreciation (4,500.0)  (4,500.0)  (4,500.0) (4,500.0) (4,500.0) (4,500.0) (4,500.0) (4,500.0) (4,500.0) (4,500.0)  (4,500.0)  (4,500.0)  (4,500.0)  (4,500.0)  (4,500.0)  (4,500.0)  (4,500.0)  (4,500.0)  (4,500.0)  (4,500.0)
Book, Ending 85,500.0 81,000.0 76,500.0 72,000.0 67,500.0 63,0000 58500.0 54,000.0 49,500.0 45,000.0 40,500.0 36,000.0 31,500.0 27,000.0 22,500.0 18,000.0 13,500.0 9,000.0 4,500.0 -
Rate Base, Average 87,750 83,250 78,750 74,250 69,750 65,250 60,750 56,250 51,750 47,250 42,750 38,250 33,750 29,250 24,750 20,250 15,750 11,250 6,750 2,250
7.85% 6,888 6,535 6,182 5,828 5,475 5,122 4,769 4,415 4,062 3,709 3,356 3,002 2,649 2,296 1,943 1,590 1,236 883 530 177

Pre-Tax Cost of Capital
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Optional Supplemental Power Services
Pricing Spreadsheet

YELLOW CELLS - DATA INPUT REQUIRED - 1,000 KW INDUSTRIAL / HEAVY DUTY GENERATOR EXAMPLE

Initial Contract Term 20 yrs
Project Type Medium / Large (Heavy Duty) Generator
Book Life / Equipment Useful Life (EUL) 20 yrs

$650,000 | (SEE NOTE 1)

|Total Capital Cost [

On going Expenses
Annual O&M Expenses | $4,500 |(SEE NOTE 1)
Annual Program G&A | $4,750 |(SEE NOTE 1)

NOTE 1: ESTIMATES FOR ILLUSTRATIVE PURPOSES; ACTUAL COSTS CONTINGENT ON SPECIFIC PROJECT REQUIREMENTS

TAX RATES
State Income Tax Rate 5.50%
Federal Income Tax Rate 21.00%

Blended Income Tax Rate 25.345%
TABLE 1 Total Capital Structure Investor Sources
Current Capital Structure (Dec 2018 Pre-Tax
ESR Schedule 4 pg 20f2 Average Weighted After-Tax Weighted
Midpoint) Cost Percent of Cost of Percent of Cost of

Rate Capital Structure Capital Investor Sources Investor Sources Project Type Book Life / EUL

Long Term Debt 4.41% 28.19% 1.24% 36.8% 1.21% Residential (Light Duty) Generator 10
Short Term Debt 2.74% 2.75% 0.08% 3.6% 0.07% Small Commercial (Light Duty) Generator 10
Preferred Stock 0.00% 0.00% 0.00% na na Medium / Large (Heavy Duty) Generator 20
Common Equity 10.55% 45.64% 6.45% 59.6% 6.29%
Customer Deposits 2.08% 1.11% 0.02% na na
Deferred Income Taxes 0.00% 21.60% 0.00% na na
Investment Tax Credits 8.21% 0.71% 0.06% na na

Weighted Average Cost of Capital 100% 7.85% 100.0% 7.57%




REVENUE REQUIREMENT
Year
Discount Factor

Revenue Requirement

Operations and Maintenance

Property Tax

Insurance

Depreciation

Return on Capital
Revenue Requirement

EUL Term

Levelized Tariff - Annual- pre-reserve

Bad Debt / Loss Reserve

Levelized Tariff - Annual

Optional Supplemental Power Services

Pricing Spreadsheet

Florida Power Light Company
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Attachment 4
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- SUMMARY
1 2 3 4 5 6 7 8 9 10 " 12 13 14 15 16 17 18 19 20
wacc 7.57% | Escalatior 0.93 0.86 0.80 0.75 0.69 0.65 0.60 0.56 0.52 0.48 0.45 0.42 0.39 0.36 0.33 0.31 0.29 0.27 0.25 0.23
CPVRR

4,500.0  54,948.5 2.50% 4,500.0 4,612.5 4,727.8 4,846.0 4,967.2 5,091.3 5,218.6 5,349.1 5,482.8 5,619.9 5,760.4 5,904.4 6,052.0 6,203.3 6,358.4 6,517.3 6,680.3 6,847.3 7,0185 7,193.9
4,750.0  58,001.2 2.50% 4,750.0 4,868.8 4,990.5 5,115.2 5,243.1 5,374.2 5,508.5 5,646.3 5,787.4 5,932.1 6,080.4 6,232.4 6,388.2 6,547.9 6,711.6 6,879.4 7,051.4 7,2271.7 7,408.4 7,593.6
1.75%  74,065.1 11,3750 10,806.3 10,237.5 9,668.8 9,100.0 8,531.3 7,962.5 7,393.8 6,825.0 6,256.3 5,687.5 5,118.8 4,550.0 3,981.3 34125 2,843.8 2,275.0 1,706.3 1,137.5 568.8
0.053% 22431 3445 327.3 310.1 292.8 275.6 258.4 2412 223.9 206.7 189.5 172.3 155.0 137.8 120.6 103.4 86.1 68.9 517 345 17.2
329,490.7 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0 32,500.0
319,286.0 49,7469 47,1957 44,6446 42,0935 39,5424 36,991.3 34,440.1 31,889.0 29,337.9 26,786.8 24,235.7 21,684.5 19,133.4 16,582.3 14,031.2 11,480.0 8,928.9 6,377.8 3,826.7 1,275.6
X 03, 6.4 00, 0. 97,410.4 94, 6. 91,628. 88,746.4 85,870.9 83,002.0 80,139.8 ,284. 4,436.. ,995. 68,761.4 65,9 .. 63, .0 60,306. ,004.! 4, 0. 9 . 9,149.0
20 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
82,661.3 ~838,034.6 82,661.3 826613 82661.3 826613 826613 826613 826613 826613 82661.3 82661.3 82,661.3 82,661.3 82,661.3 82,661.3 82,661.3 82,661.3 82,661.3 82,661.3 82,661.3 82,661.3
6.0% 50,282.1 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68 4,959.68
87,621 _8 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621 87,621

Levelized Tariff - Monthly 7,301.75
REVENUE REQUIREMENT - CALCULATION

Book Accounting
Book, Beginning
Investment
Book Depreciation

Book, Ending

Rate Base, Average

Pre-Tax Cost of Capital

650,000

7.85%

- 617,500.0 585,000.0 552,500.0 520,000.0 487,500.0 455,000.0 422500.0 390,000.0 357,500.0 3250000 292,500.0 260,000.0 227,500.0 1950000 162,500.0 130,0000 97,5000 650000  32500.0
650,000.0
(32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0) (32,500.0)
617,500.0 5850000 552,500.0 520,000.0 487,5000 4550000 422,500.0 390,000.0 3575000 325,000.0 292,500.0 260,000.0 227,500.0 195,000.0 162,500.0 130,000.0  97,500.0  65,000.0  32,500.0 -
633,750 601,250 568,750 536,250 503,750 471,250 438,750 406250 373,750 341,250 308,750 276250 243,750 211250 178,750 146250 113,750 81,250 48,750 16,250
49,747 47,196 44645 42093 39,542 36991 34440 31,889 29338 26,787 24,236 21,685 19,133 16,582 14,031 11,480 8,929 6,378 3,827 1,276
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QUESTION:

Florida Power & Light Company
Docket No. 20190034-El
Staff’s First Set of Data Requests

Data Request No. 15
Page 1 of 2

Please detail the process the Company will employ from the customer request to installation and
billing for the OSPS program, including estimated timeline.

RESPONSE:

Please see the table below for key process details and representative, estimated timelines. The
activities in each step will vary based on project size and scope. The time frames noted may vary
considerably based on numerous conditions such as: complexity of project; availability of
information provided by the customer; design and engineering requirements; permit reviews and
approvals by local authorities; lead time for equipment manufacturing, and site and weather
conditions. During the Pilot, FPL expects to gain more knowledge of process steps and timelines.

Optional Supplemental Power Services (OSPS) Process

Step 1: Initial
Response

Step 2:
Evaluation

Step 3: Engineering Study

Step 4: Implementation

FPL tasks

o Initial analysis of
customer issues /
needs using
minimal
information

e Phone or in-person
meeting/walk-
through

e Rough
understanding of
economic or other
impact of power
disturbances to
customer

NOTE: This step
builds upon
activities currently
performed by FPL
Customer Service
and Power Delivery
personnel; FPL
currently assists
customers seeking
help with
diagnosing power-
related issues and
identifying solutions
to mitigate effects
from power
disturbances.

e Perform Site
Survey / data
monitoring

o Evaluate owner
and facility
operations
needs

e Identify
potential
solutions

e Formulate
potential
location, layout
and connection

e Estimate
equipment type
and size

e Develop
conceptual
project design

e Prepare an
initial
budgetary
estimate, or
firm estimate if
detailed
engineering is
not required

e Validation and prioritization
of needs (cost savings,
reliability, power quality,
etc.)

e With third party engineers
involved, conduct a detailed
site survey, determine
location of connection
points, major hardware and
systems

e Conduct system design and
engineering to specify major
equipment

e Develop final plan for
supporting critical loads with
generator and/or other
equipment

e Determine fuel supply and
procurement details, if
applicable

e Develop list of all applicable
permits, easements and
interconnection requirements

e Procure quotes and/or
engineering estimates for
equipment and subcontractor
labor

e Develop and price
maintenance/monitoring plan

NOTE: If detailed engineering
is not required, Evaluation
step may only be required to
produce deliverables above.

e Complete the design and
installation of an
operable system

e Perform all required
testing and
commissioning to certify
for commercial
operations

o Initiate monthly billing

e Implement maintenance
and monitoring

NOTE: Final design,
installation and
maintenance/service
expected to be performed
by qualified companies
contracted through FPL.
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Initial Response

Evaluation

Engineering Study

Implementation

What o Brief description of |e Site layout e Agreement for FPL to e Executes required
Customer needs and problem drawing perform Engineering Study Optional Supplemental
typically to be addressed e Electrical one- (customer typically agrees Power Services
. Brief description of line drawing, if to pay cost of Engineering Agreement, easements
provides facility layout and needed Study, which can be and meets requirements
operation o Further detail on incorporated into OSPS specified by contract
Any customer- facility operation installation cost if customer terms and conditions.
specific agrees to proceed to enroll
information for in OSPS)
initial review: e Additional facilities detail,
Contact; Project; as required for design
Financial / Credit;
Procurement
information
What FPL An initial e Description of Engineering Study Report and Services:
typically recommendatipn of findings and Optipnal Supplementgl Powpr e Design
delivers potential solutions, proposed Services Agreement, including: | e  Permitting
including whether solution, e List of major equipment FPL | ¢ Equipment Procurement
the OSPS program including proposes to install e Project Administration
could be a good fit, potential e Review of system e System Installation
and Order of applhlcablllty of components to n}clude e  System Commissioning
magmtude cost Optional generator operations, e System Operation
estimates for. Supplement'al controls, equipment o System
different options. Power Services maintenance schedules/ Monitoring/Maintenance
o Buflgetary cost requ.lrements . e Fueling (if applicable)
estimate e Review of all economic -
. . e Repairs
e Recommendation calculations
and cost for e A firm fixed price Monthly
Engineering Service Payment quote for
Study, if required installation and maintenance
of proposed project with
timeline for major project
milestones
NOTE: If detailed engineering
is not required, OSPS
Agreement may be provided
during Evaluation step.
Estimated
Timeline — 1-2 weeks 2-3 weeks N/A 4-6 months
Residential
Customer
Estimated
Timeline — 2-3 weeks 4-8 weeks If required, 3-6 months 6-12 months
Business /
Government

Customer
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QUESTION:

Will the Company file the annual fuel cost recalculations with the Commission referenced in
section 9 of the Petition?

RESPONSE:
FPL will file the fuel cost recalculations if the Commission directs FPL to do so.
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QUESTION:

If the Company lets the OSPS pilot expire after three years, please explain how any customers
taking service under the OSPS would be affected:

a. During the term of their agreement

b. After the term of their agreement.

RESPONSE:

a. FPL proposes that customers taking service under the OSPS Tariff be allowed to continue
being served pursuant to and through the term of their Optional Supplemental Power
Services Agreements, even if the pilot expires after three years.

b. FPL proposes that, even if the pilot expires after three years, customers taking service under
the OSPS Tariff be allowed to select among the options set forth in their Optional
Supplemental Power Services Agreements, which would include the options to continue
being served, to purchase the equipment and take ownership, or pay for the remaining cost of
the equipment and for cost of removal.
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QUESTION:

Other than the Company, who can install generation assets on customer premises?

RESPONSE:

Licensed electrical contractors and general contractors may install stationary, back-up generators
on customer premises. In the current situation, customers bear the burden of identifying the
solution they require, soliciting offers from and selecting a contractor, negotiating the terms of a
final contract, paying up-front for or financing the solution, and making arrangements for
monitoring, maintenance and repair after the generator is installed. FPL will be responsible for
all of those activities under OSPS. FPL will use licensed contractors to perform installation
work, and qualified contractors to perform service work.
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QUESTION:

Will the back-up generation equipment provided to customers under the OSPS be used
exclusively for the customer that requests service or can it provide capacity to the Company’s
system if needed?

RESPONSE:

The primary purpose of the equipment will be to provide back-up power service to the customer
that requests OSPS. However, as noted in FPL’s response to Staff’s First Set of Data Request
No. 3, FPL will evaluate each new project to determine if there are opportunities to operate the
equipment to meet system emergencies and other conditions for which the equipment may
benefit grid operations.
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QUESTION:

Referring to section 11 of the petition, please explain why it is appropriate to include the capital
costs of the OSPS rider in rate base. Referring to the third sentence in section 11 of the petition,
please clarify whether the OSPS program is designed to have no impact on the general body of
ratepayers.

RESPONSE:

The OSPS program is designed to have no impact on the general body of customers over the life
of the equipment. FPL believes that offering optional supplemental power services is a natural
extension of its commitment to provide reliable electric service and solutions to all of its
customers. Like other plant investments that support reliable electric utility service, the capital
costs associated with the procurement and installation of the OSPS service are appropriate for
inclusion in rate base. Unlike traditional rate base recovery, however, under the OSPS Rider the
participating customer bears the full cost of the service. Such treatment will allow FPL to receive
a fair and reasonable return on its investment from participating customers during the three-year
pilot period while also allowing FPL to expand its capabilities and improve its understanding of
its customers’ expanding power service needs.

Each participating customer will bear the full cost of installation through a fixed, customer-

specific charge that reflects all costs to provide service. The OSPS program is designed to have

no impact on the general body of customers over the life of the equipment, and measures are

implemented within the program to mitigate risk, including, but not limited to:

e Customer’s payment is designed so that each participating customer bears the full cost of the
installation and projected expenses over the book life of equipment on a levelized basis

e Capital investment only occurs after customer signs a long-term contract

e Customer’s OSPS charge includes a reserve for FPL insurance deductibles and potential
default

e Credit screening and credit support may be required

e End-of-contract term options are designed to ensure full asset cost recovery from
participating customer

e FPL will enter into long-term warranties and maintenance contracts with Original Equipment
Manufacturer/service providers to manage O&M cost risk
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QUESTION:

Referring to the second paragraph under “Limitation of Service” on sheet No. 8.845, please
discuss where the generators will be installed in relation to the customer’s point of delivery.
Please include a simplified diagram of a typical back-up generator setup.

RESPONSE:

FPL may install the generator on either side — utility-side or customer-side — of the electric
service point of delivery (POD). Please see the simplified diagram of each configuration below.

One of the Pilot objectives is to gain information and experience about the benefits, costs, and
optimal economic implementation of various customer-sited solutions and equipment
configurations. FPL anticipates residential / small commercial installations will be primarily on
the customer-side of the POD and most large business installations will also be on the customer-
side of the POD. However, if a utility-side installation is economically-advantageous for the
customer and technically feasible for FPL, that configuration will be evaluated and potentially
implemented.
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QUESTION:

Referring to section 11 of the petition, please explain why FPL will incur property tax costs if the
equipment is on the customers’ premises.

RESPONSE:

Florida Statute §196.001, Property Subject to Taxation, provides that all personal property shall
be subject to taxation unless expressly exempted. FPL, as the owner of the back-up power
equipment, is responsible for property tax on the back-up power equipment.
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QUESTION:

Please state and provide the calculation of the current carrying cost as referenced in section 11 of
the petition.

RESPONSE:

The carrying cost is derived from the capital structure listed in Schedule 4 of the most recent
Earnings Surveillance Report. The Total Ratio column is multiplied by the associated midpoint
cost rate for each capital source, and in the case of common equity, adjusts to reflect tax rate
effects and obtain a Pre-Tax Weighted Cost of Capital, which serves as the carrying cost factor.

Please see the OSPS Pricing spreadsheet attached in response to Staff’s First Set of Data Request
No. 14, specifically Table 1 on the Input tab for the calculation.
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QUESTION:

Please file with the Florida Public Service Commission (PSC) any documents the Company
utilized in developing its proposed residential/small commercial light-duty generators and heavy-
duty generators depreciation parameter request.

RESPONSE:
Please see attached responsive documents.
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Residential / Light Commercial Light-Duty Generator Life expectancy

Residential and light commercial (RLC) “light-duty” generators are primarily fueled by either liquid
propane or natural gas. These generators are often “off-the-shelf” units built economically to serve what
is typically a lighter-duty use than medium-to-large commercial / industrial generators. Lifespan of RLC
generators in Florida are affected by a number of factors, most importantly: 1) frequency of use — severe
storms / hurricanes can cause long runtime, shortening the life of the generator; 2) environmental
conditions — can cause corrosion and degradation of various components of the generator & 3)
maintenance — routine maintenance is required to help extend the life of the generator.

FPL proposes to use a 10-year depreciation life (10% depreciation rate) for RLC backup generators
located at customer premises, to coincide with the expected, reliable, warrantied operating life of a
customer-sited backup generator. In establishing the rate for this new class of depreciable assets, FPL
consulted with subject matter experts (electrical construction firms that install / maintain/ replace /
service this equipment), generator equipment manufacturers (to obtain warranty data) and identified
reputable secondary data to conclude that a ten (10) year estimated useful life and net salvage of 0% is
reasonable and appropriate for customer-sited residential / light commercial backup generators and
ensures recovery in a timeframe that is likely to represent the period when the generator can be used
with high-reliability (i.e. prior to any major breakdown concerns, repair costs / major component
failures).

FPL will further evaluate the estimated useful life and salvage value for the customer-sited RLC Light-
Duty Generator asset as we gain direct experience from operating these assets.

Summary of findings

Cummins (OEM) Extended Warranty Program — 10 year maximum warranty
Generac (OEM) Extended Warranty Program — 10 year maximum warranty
Briggs & Stratton (OEM) Extended Warranty Program — 10 year maximum warranty

A w N

International Association of Certified Home Inspectors (industry association) — 12 year life
expectancy

Home Power Systems (generator installer) — cites 15 year life

Discussions with several electrical contractors with significant, Florida experience with installing
/ servicing RLC generators. They indicated that a generator reliable operating lifespan of 10
years is reasonable based on their field experience within Florida.
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“Heavy-Duty” Generator Life expectancy

“Heavy Duty” generators are typically designed to serve rigorous, three-phase power applications for
medium-to-large commercial, industrial and institutional facilities. They are primarily fueled by diesel or
natural gas. These generators are built in a heavy-duty manner and are typically customized for the
application. Lifespan of industrial generators in Florida are affected by a number of factors, including: 1)
frequency of use — severe storms / hurricanes can cause long runtime, shortening the life of the
generator; 2) environmental conditions — particularly for generators located outdoors, the environment
can cause corrosion and degradation of various components of the generator & 3) maintenance —
routine maintenance is required to help extend the life of the generator.

FPL proposes to use a 20-year depreciation life (5% depreciation rate) for heavy-duty backup generators
located at customer premises. In establishing the rate for this new class of depreciable assets, FPL
consulted with subject matter experts (electrical construction firms that install / maintain / replace /
service this equipment), generator equipment manufacturers and identified reputable generator
industry information to conclude that a twenty (20) year estimated useful life and net salvage of 0% is
reasonable and appropriate. FPL believes the twenty-year life reflects the expected high-reliability useful
life of outdoor generators (in enclosures), which is expected to be the typical installation under FPL's
program, and ensures recovery in a timeframe that is likely to represent the period when the generator
can be used with high-reliability (i.e. prior to any major breakdown concerns, repair costs, or engine /
alternator overhauls being required).

FPL will further evaluate the estimated useful life and salvage value for the customer-sited heavy-duty
generators as we gain direct experience from operating these assets.

Summary of Findings

1. American Hospital Association Typical Equipment Lifetimes:
a. Emergency generator set - 20 years
b. Generator controls — 12 years
2. BOMA — Preventative Maintenance Guidebook, Appendix 7: Building Systems Useful Life
a. Emergency Engine Generator Set - 20 years
b. Automatic Transfer Switch — 25 years
3. U.S. Government's Office of Management and Budget, Useful Life and Disposal Value Table
a. Generators and Generator Sets, Electrical - 19 years / 6.50% disposal value
4. IRS Rev. Proc. 87-56; MACRS Asset Life Table
a. Asset Class 00.4, electrical generation equipment with a rated total capacity in excess of
500 kilowatts, is assigned a class life of 22 years.
5. Fannie Mae - INSTRUCTIONS FOR PERFORMING A MULTIFAMILY PROPERTY CONDITION
ASSESSMENT (Version 2.0) APPENDIX F ESTIMATED USEFUL LIFE TABLES
a. Emergency Generator — 25 years
6. Life cycle energy assessment of a standby diesel generator set
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Cites 20 year life

7. Generator industry information

a.

Caterpillar (OEM), Cummins (OEM) and PowerSecure (generator set manufacturer) —
indicated that typical maximum extended warranty periods would be 10 years, but
extended service coverage could go longer, depending on use of generator. Industrial
generators are complex equipment with many different components; therefore
comprehensive warranties beyond 10 years are not typical. Caterpillar’s Extended
Service Coverage plan allows for 15 years or more of service coverage.
http://www.gotpower.com/when-replace-generator/ (generator sales /service) - cites
20-25 years
https://generxgenerators.com/2017/02/09/clearwater-beach-condo-converting-from-a-

diesel-generator-to-clean-natural-gas/ (generator sales / service) - cites 15-20 years

https://www.efficientplantmag.com/2012/03/powered-with-preventive-maintenance-

longer-standby-generator-life/ (industry magazine)- cites 20-30 years

https://www.facilitiesnet.com/powercommunication/article/Preventing-Power-

Emergencies-Facilities-Management-Power-Communication-Feature--7718 (industry

magazine)- cites 20-25 years; for high run-time scenarios, 18-20 years
https://duthiepower.com/the-general-life-span-of-a-generator/ (generator sales /[

service) - cites 15-20 years
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QUESTION:

Please file with the PSC any documents the Company may have in support of its response to
Data Request No. 9.

RESPONSE:
FPL has no responsive documents.
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QUESTION:

Please file with the PSC any documents the Company may have in support of its response to
Data Request No. 10.

RESPONSE:
Please see response to Staff’s First Set of Data Requests POD No. 1.
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