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I. INTRODUCTION 

Please state your name and business address. 

My name is Kim Ousdahl, and my business address is Florida Power & Light 

Company (“FPL or “the Company”), 700 Universe Boulevard, Juno Beach, 

Florida 33408. 

Did you previously submit direct testimony in this proceeding? 

Yes. 

Are you sponsoring any rebuttal exhibits in this case? 

Yes. I am sponsoring the following exhibits: 

KO-I4 - Summary of ARO Accounts in Rate Base 

KO- 15 - FPL Responses to Discovery Served by Intervenors 

KO-I6 - Identified Adjustments Summary 

KO-I7 - Affiliates - Sole Source Arrangements 

KO-1 8 - Identified Adjustment - Cost of Removal 

KO-I9 - Identified Adjustment - DOE & AMI 

KO-20 - Identified Adjustment - Change in Customer Deposit Rule 

What is the purpose of your rebuttal testimony? 

The purpose of my rebuttal testimony is to demonstrate that certain 

recommendations in the testimonies of the Office of Public Counsel’s 

(“OPC”) witnesses Vondle, Schultz and Ramas, South Florida Hospital and 

Healthcare Association’s (“SFHHA”) witness Kollen, and Florida Executive 

Agencies’ (“FEA”) witness Gorman are incorrect, not based on evidence and 
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should be rejected. I also address adjustments to FPL‘s Test Year revenue 

requirements calculations that FPL has identified as being necessary 

subsequent to filing its petition, direct testimony and MFRs. Specifically, I 

will address the following topics: 

1. Working Capital 

a. Unbilled Revenues 

b. Asset Retirement Obligations (“ARO) 

c. Other Accounts Receivable 

d. Other Regulatory Assets 

e. Miscellaneous Deferred Debits 

2. Cost of Capital 

3. Canaveral Step Increase Calculation 

4. Affiliate Transactions 

5. Nuclear Maintenance Reserve Accrual Methodology 

6. Rate Case Audit ~ Historical Period 

7. Employee Benefits Adjustment 

8. Certain Identified Adjustments 

a. Cost of Removal 

b. Department of Energy (“DOE) - Automated Meter 

Infrastructure (“AMI”) 

c. Seminole Transmission Service Bill Credits 

d. Change in Customer Deposit Interest Rates 
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Please summarize your rebuttal testimony. 

My rebuttal testimony will demonstrate that the Company’s request is 

reasonable and that the intervenor’s recommendations are unsupported and 

should be rejected by the Commission. I will address the need for consistent 

ratemaking treatment for the nuclear maintenance reserve accrual. I will 

demonstrate that, contrary to intervenor assertions, the Company’s 

calculations of cost of capital, inclusion of certain items in working capital 

and the Canaveral Step Increase were properly treated and calculated. For 

affiliate transactions, I will demonstrate that the intervenor witness is simply 

unfamiliar with FPL, the Federal Energy Regulatory Commission (“FERC”) 

and Florida Public Service Commission (“FPSC”) rules and practices and that 

the controls and current Company practices in place continue to be reasonable 

and fully compliant with Rule 25-6.1351 F.A.C. (the “Florida Affiliate Rule”) 

and that affiliates are accordingly paying their fair share of FPL expenses. I 

will discuss the audit report issued by Commission Staff, and lastly, present 

and discuss the revenue requirement impact of certain recently identified 

adjustments. 

11. WORKING CAPITAL 

Unbilled Revenues 

Should the Commission adopt SFHHA witness Kollen’s recommendation 

to remove unbilled revenues from working capital? 
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No. Unbilled revenues, as witness Kollen describes on page 16, lines 1 

through 2 of his testimony, are “estimated revenues that will be billed for 

service that was provided during the month, but that were not yet billed at the 

end of the month.” I agree with witness Kollen that the Company has 

provided service. Therefore, FPL has incurred costs all of which have been 

accrued or paid to deliver the energy that gave rise to both customer accounts 

receivables and the receivable for unbilled revenues. As such, the Company 

must finance the costs of providing that service and earn a return on the 

promise of payment whether invoiced or not. For this reason, the Commission 

has a long standing practice of including unbilled revenues in working capital. 

The Commission has previously included unbilled revenues in FPL’s working 

capital calculation in the following rate cases: Docket No. 820097-EU, Order 

No. 11437; Docket No. 830465-EI, Order No. 13537; and Docket No. 

080677-EI, Order No. PSC-10-0153-FOF-EI. 

On page 16, lines 18 through 21, witness Kollen states that “If the 

Company does not accrue unbilled revenues for fuel clause recovery 

revenues, then it also does not accrue accounts payable for the related 

fuel expense and there is no incremental amount in the accounts payable 

account to offset the nonfuel unbilled revenues.” Do you agree? 

No, I do not. FPL records payables in full at the end of each calendar period 

as required under Generally Accepted Accounting Principles (“GAAP”). 

It reflects a calendar month of revenue and expense, and likewise records the 

balance of receivables and payables. 
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It is not necessary to record unbilled revenues associated with clause 

recoveries for GAAP or ratemaking purposes. Accounting for clause activity 

renders the recording of clause unbilled revenues unnecessary. Accounting 

Standard Codification (“ASC”) 980 (former FAS 71) allows FPL to defer to 

the balance sheet the overhder  recoveries resulting from differences between 

recorded clause revenues and recorded clause expenses. Therefore, accrual of 

additional revenues (unbilled revenues) would also require a posting of an 

additional entry equal to the clause revenue. The entry would be as follows: 

1) Debit Receivable for clause unbilled revenue 

Credit Unbilled clause revenue 

To record the unbilled clause revenue; and 

2) Debit Unbilled clause revenue 

Credit Regulatory Liability-Overrecovery or 

Credit Regulatory Asset-Underrecovery 

To record the deferral of additional clause revenue to the balance sheet. 

For G A M  and ratemaking purposes, the effect of the unbilled clause revenues 

is offset and therefore, unnecessary. 
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Asset Retirement Obligations PARO”) 

On page 43, lines 13 through 16 of OPC witness Schultz’s testimony, he 

states that the ARO related adjustments are not revenue neutral. Is this 

correct? 

No, it is not. The ARO liability adjustment on MFR B-2, adjustment No. 33, 

represents the sum of two ARO accounts: FERC account 230 - Other Non 

Current Liability - ARO (Test Year MFR B-6, page 11, line 11) and FERC 

account 254 - Other Regulatory Liability - ARO (MFR B-6, Page 12, line 28). 

The ARO account balances in the 2013 Test Year rate base and their 

corresponding rate base adjustments are equal and net to zero. Refer to 

Exhibit KO-14. Therefore, in compliance with Rule No. 25-14.014 F.A.C., 

the AROs included in FPL’s 2013 Test Year are revenue neutral for 

ratemaking purposes. 

Witness Schultz states on page 42 of his testimony, that the Company in 

the response to OPC Twelfth Set of Interrogatories, Question No. 252, did 

not provide explanations for any balances in FERC account 254 - Other 

Regulatory Liabilities which resulted in a debit balance after 

adjustments. Please explain why the Company did not provide an 

explanation for any debit balances in FERC account 254 as requested in 

subpart E of the interrogatory. 

As can be seen on Attachment 2 of the Company’s response to subpart D, 

which requested the FERC account 254 - Other Regulatory Liability balances, 
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before and after adjustments, there were no debit balances in the account for 

either FPL’s Prior Year or Test Year after adjustments. Therefore, no 

explanations were required in the response to subpart E of the interrogatory. 

Also, the response clearly shows that the net balance after adjustments to 

FERC account 254 ARO liability is zero. This response is attached as part of 

Exhibit KO-15, pages 1 through 6 .  

OPC witness Schultz on page 43, lines 10 and 11, of his testimony includes 

a listing of ARO adjustments and concludes from this table that ARO 

related adjustments were not revenue neutral (page 43, lines 14 through 

16). Is witness Schultz’s conclusion correct? 

No, it is not correct. Witness Schultz includes in his table the adjustment for 

the Accumulated Provision for Nuclear Decommissioning, which is removed 

from rate base since it is a funded reserve and earns its own return per Order 

No. 10987, Docket No. 810100-EU(CI). As shown on witness Schultz’s 

schedule, page 43, line 10, the ARO adjustments net to zero and are revenue 

neutral since all of the ARO account balances included in the unadjusted rate 

base are removed fiom rate base through Commission adjustments. This is 

more clearly illustrated on Exhibit KO-14. 

Other Accounts Receivables 

Pages 44 and 45 of OPC witness Schultz’s testimony address the 

appropriate amount of Other Accounts Receivables (FERC account 143) 
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to be included in FPL’s working capital for the 2013 Test Year. Should 

an adjustment be made to remove a portion of accounts receivables from 

working capital in the 2013 Test Year? 

No. Witness Schultz’s adjustment is based solely on account descriptions for A. 

actual 2011 account balances and the contention that they are unrelated to 

providing service to customers. In fact, all of the accounts listed in his Exhibit 

HWS-I 1 relate to the provision of electric service by FPL to its customers. 

Moreover, all amounts recorded to FERC account 143 are in accordance with 

the accounting treatment prescribed by FERC in the Uniform System of 

Accounts for account 143, which in part reads, 

“this account shall include amounts due io the utility upon open 

accounts, other than amounts due from associated companies and 

from customers for utility services and merchandising, jobbing and 

contract work ” 

The audit conducted by the Commission Staff in connection with this rate case 

docket determined that FPL’s other accounts receivable accounts included in 

FPL’s 201 1 Historical Year all relate to utility activities and were properly 

included in working capital. See FPSC Staff witness Welch’s Exhibit KLW-2 

for copy of the audit report, which shows the results of Staffs review and 

testing of FPL’s other accounts receivable balances. Therefore, there is no 

justification for removal of FERC account 143 amounts from FPL’s 2013 

calculation of working capital. 
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Other Regulatory Assets 

Q. Pages 46 and 47 of OPC witness Schultz’s direct testimony address the 

inclusion of FERC 182.3 - Other Regulatory Assets subaccounts in FPL’s 

2013 working capital calculation. Do you agree with his assertion that the 

Company did not address the purpose for inclusion of these subaccounts 

in working capital in detail and, therefore, they should be excluded? 

No, I do not. As noted in FPL’s response to OPC’s Twelfth Set of 

Interrogatories, Question No. 249, the balance sheet approach defines working 

capital as current assets and deferred debits that are utility related and do not 

already earn a return, less current liabilities, deferred credits and operating 

reserves that are utility related and upon which the Company does not already 

pay a return. Refer to Exhibit KO-15, pages 7 through 8. FERC account 

182.3 - Other Regulatory Assets represents assets that do not already earn a 

return. Accordingly, FERC account 182.3 is properly included in working 

capital in the Test Year. 

A. 

Q. Please provide FPL’s business purpose of each of the Other Regulatory 

Asset subaccounts OPC witness Schultz lists on page 47 of testimony that 

he recommends should be removed from working capital. 

First of all, I should note that OPC witness Schultz’s position that certain 

Other Regulatory Asset subaccounts should be disallowed in the working 

capital calculation because their utility-related purpose was not filly described 

is illogical. By definition, action of the regulator gives rise to a regulatory 

A. 
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asset. Therefore, it must be related to the utility. If an asset were not utility- 

related, it simply could not be recorded as a regulatory asset. With that being 

said, detailed explanations of the subaccounts questioned by OPC witness 

Schultz are provided below: 

Other Regulatory Assets - Other: Primarily includes the balance 

associated with ASC 740 Accounting for Income Taxes. This amount 

reflects the gross-up of the equity component of the AFUDC to the 

revenue requirement level which provides full recovery through rates. The 

offset of this account is reflected in accumulated deferred income taxes. 

Other Reaulatorv Assets - Under Recovered Conservation Costs: Reflects 

under recoveries associated with FPL’s Conservation Cost Recovery 

Clause (“ECCR”). This account balance, when netted against FPL’s 

ECCR over recoveries reflected in FERC account 254, result in a net over 

recovery position in FPL’s 2013 Test Year. Pursuant to Commission 

precedent and as ordered in our last rate base proceeding, FPL is required 

to exclude net under recoveries from rate base and include net over 

recoveries. 

Other Regulatorv Assets - Under Recovered ECRC Costs: Reflects under 

recoveries associated with the Environmental Cost Recovery Clause 

YECRC”). This account balance, when netted against the FPL’s ECRC 

over recoveries reflected in FERC account 254, result in a net over 

recovery position in FPL’s 2013 Test Year. Pursuant to Commission 

precedent and as ordered in ow last rate base proceeding, FPL is required 
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to exclude net under recoveries from rate base and include net over 

recoveries. 

Other Regulatow Assets - Convertible Investment Tax Credits r"CITC1 

Depreciation Loss: This amount reflects the reduction in the tax basis of 

the solar projects for which CITC was received. The Company is required 

to reduce the tax basis of the assets for 50% of the amount of the CITC 

received. Since the CITC is flowed back to the customer through the 

ECRC over the life of the assets, the reduction in the tax basis is reflected 

as a regulatory asset and is recovered over the life of asset so as to include 

all the effects applicable to the CITC in the clause. The offset to this 

account is accumulated deferred income taxes. 

Thus, each of the above accounts that OPC witness Schultz recommends be 

removed from working capital clearly captures activities related to FPL's 

business purpose of providing electric service to customers and therefore are 

properly included in the Company's working capital for the 201 3 Test Year. 

Miscellaneous Deferred Debits 

recommends an adjustment to remove certain Miscellaneous Deferred 

Debits from FPL's 2013 Test Year. Do you agree with his 

recommendation? 
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No, I do not. As noted in the prior discussion, the balance sheet approach 

defines working capital as current assets and deferred debits that are utility 

related and do not already earn a return, less current liabilities, deferred credits 

and operating reserves that are utility related and upon which the Company 

does not already pay a return. Account 186 - Miscellaneous Deferred Debits 

represent assets that do not already earn a return. Accordingly, FERC account 

186 is properly included in working capital in the test year. 

Do you agree with his recommendation that an adjustment should be 

made to FPL’s 2013 Test Year working capital based on account 

descriptions for actual 2011 miscellaneous deferred debit account 

balances that in his opinion are unrelated to providing service to 

customers? 

No. All of the miscellaneous deferred debit accounts listed on page 48 of 

witness Schultz’s testimony, lines 16 through 22, relate solely to FPL’s 

business purpose of providing and delivering electric service to customers. In 

fact, all amounts recorded to FERC account 186 are in accordance with the 

accounting treatment prescribed by FERC in the Uniform System of 

Accounts. In addition, the audit conducted by the Commission Staff in 

connection with this rate case docket determined that FPL’s deferred debit 

amounts for the 201 1 Historical Year all relate to utility activities and were 

properly included in working capital. See FPSC Staff witness Welch, Exhibit 

KLW-2. Therefore, there is no justification for removal of any amounts 
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reflected in FERC account 186 from FPL’s 2013 calculation of working 

capital. 

Q. Did OPC witness Schultz rely on data from the proper period in 

calculating the amount of deferred debits to be excluded? 

No. Not only has witness Schultz failed to provide any valid reason to adjust 

the deferred debit balances, but the calculation he proposes to implement his 

adjustment is incorrect. OPC witness Schultz utilized data included in FPL’s 

response to OPC’s Twelfth Set of Interrogatories, Question No. 251, subpart 

C, which contained the 13-month average balance of acrual data ending 

March 31,2012. This response is included in Exhibit KO-15, page 9 through 

1 1. This rate case is setting rates using a forecasted 201 3 Test Year. As such, 

witness Schultz’s adjustment is taking into account historical 13-month 

average balances to calculate a proposed disallowance in a completely 

different time period. 

A. 

111. COST OF CAPITAL 

Q. On page 22 of his testimony, FEA witness Gorman questions the 

determination of the cost rate used for the investment tax credits (“ITC”) 

in the capital structure. Do you agree with his recommendation to 

include short-term debt in the weighted cost for ITC? 

No. The requirements for the determination of the weighted cost rate for A. 

ITC, as set forth in the Code of Federal Regulations, Title 26, IRS Treasury 
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Regulations are to use the permanent sources of capital. Specifically, 

Regulation Section 1.46-6(b)(3) of the regulations defines rate base as 

follows: 

(i) For purposes of this section, “rate base” is the monetary amount 

that is multiplied by a rate of return to determine the permitted return 

on investment. 

(ii) (A) In determining whether, or to what extent, a credit has been 

used to reduce rate base, reference shall be made to any accounting 

treatment that affects rate base. In addition. in those cases in which 

the rate of return is based on the taxpayer’s cost of capital, reference 

shall be made to any accounting treatment that reduces the permitted 

return on investment by treating the credit less favorably than the 

capital that would have been provided if the credit were unavailable. 

Thus, the credit may not be assigned a “cost of capital” rate that is 

less than the overall cost of capital rate, determined on the basis of a 

weighted average, for the capital that would have been provided if the 

credit were unavailable. 

(B) For purposes of determining the cost of capital rate assigned 

to the credit and the amount of additional interest that the 

taxpayer wouldpuy or accrue, the composition of the capital that 

would have been provided if the credit were unavailable may be 

determined- 
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( I )  On the basis of all the relevant facts and circunistances; 

or 

(2) Bv assuming for both such vuruoses thal such capital 

would be vrovided solelv bv common shareholders. 

preferred shareholders. and low-term creditors in the same 

proportions and at the same rates of return as the capital 

actually provided to the taxpayer by such shareholders and 

creditors. 

For purposes of this section, capital provided by long-term 

creditors does not include deferred taxes as described in 

section I67(e)(3)(G) or 168(e)(3)(B)(ii).” (Emphasis added). 

Therefore, the determination of the cost rate should only include the long-term 

sources of capital; common and preferred stock and long-term debt. To 

include short-term debt would violate the normalization rules applicable to 

ITC. 

In addition, this methodology is consistent with the Commission’s decision in 

FPL’s last base rate proceeding, Docket No. 080677-EI, Order No. PSC-10- 

0153-FOF-EI, when OPC tried unsuccessfully to make this same adjustment. 

The order noted that, “We find that the investments that qualify for ITCs are 

those that are financed with long-term investor sources of capital. 

Accordingly we find that FPL’s methodology for calculating the balance of 
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and the cost rate for ITCs is appropriate and in accordance with IRS 

requirements.” 

On page 19, l i e s  16 through 21, of FEA witness Gorman’s testimony, he 

proposes a method for the allocation of deferred taxes in the capital 

structure based on a ratio of rate base retail plant-in-service to system 

total utility plant-in-service. Is this method appropriate for the 

reconciliation of rate base to capital structure? 

No, it is not. Witness Gorman’s method assumes that all deferred taxes are 

related to plant-in-service, which is not the case. In addition, witness 

Gorman’s method proposes to reconcile the rate base and capital structure 

based on how deferred taxes originate rather than its use as a source of funds. 

The Commission has been consistent in its method to reconcile FPL rate base 

to capital structure on a pro rata basis over all sources of capital. This remains 

the right approach. 

What is the proper method for the reconciliation of rate base to capital 

structure? 

Rate base adjustments should be reconciled to capital structure pro rata over 

all sources of capital. This is consistent with how FPL pays its bills and funds 

its assets, from a pool of funds that is generated from all sources of capital. 

While sources of funds are readily calculated from their capital structure 

components on the balance sheet, uses of the funds are generally not traceable 

to specific capital structure components. This approach of reconciling rate 

base pro rata over all sources of capital is consistent with how allowed rates of 
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return for base rates, cost recovery clauses and AFUDC are calculated in 

Florida. Witness Gorman’s allocation method for base rates would allocate 

less deferred taxes to rate base adjustments such as CWIP and clause plant-in- 

service; leaving more deferred taxes in the base rate capital structure, thereby 

lowering FPL’s overall rate of return. Thus, witness Gorman’s method is 

clearly inconsistent with how returns are calculated per Commission practices 

for clause recoverable investment and the application of AFUDC. 

In your opinion, could witness Gorman’s method result in a potential tax 

normalization violation? 

Yes, I believe that the method proposed by witness Gorman might cause a tax 

normalization violation. Tax normalization rules require that any ratemaking 

adjustments with respect to the utility’s tax expense, depreciation expense, or 

reserve for deferred taxes be consistently applied with respect to the other two 

items and with respect to rate base. When rate base adjustments are removed 

from capital structure using the same proportion of capital structure on which 

they earn a return, generally there is no inconsistency in the treatment of the 

rate base adjustments. Inconsistent treatment of capital sources for rate base 

adjustment and rate of return purposes would increase the risk of tax 

normalization violations. The consequence of violating normalization 

requirements is the loss of the ability to claim accelerated depreciation for 

income tax purposes and the resulting loss of this cost free capital to 

customers. Consistent with past FPSC orders and tax normalization rules, 

FPL has properly allocated pro rata adjustments to all sources of capital. 
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IV. CANAVERAL STEP INCREASE REVENUE REQUIREMENTS 

CALCULATION 

Do you agree with OPC witness Ramas that the cost of capital 

methodology used to calculate revenue requirements for the Canaveral 

Step Increase should be the same methodology that was used for the 

January 2013 Base Rate Increase? 

No. FPL removed all rate base components of the Cape Canaveral 

Modernization Project from its 2013 Test Year using an incremental 

methodology as reflected on MFR D-lb, and then utilized the same 

methodology to calculate the Canaveral Step Increase. Witness Ramas’s 

recommendation would result in using inconsistent methodologies for 

removing rate base components from the Test Year and then including rate 

base components in the Canaveral Step Increase. 

What do you believe is the appropriate capital structure to use for FPL’s 

requested Cape Canaveral Step Increase? 

As reflected on MFR D-la for the Canaveral Step Increase, the capital 

structure should reflect incremental sources of capital only. The purpose of 

the Canaveral Step Increase is to recover the incremental costs associated with 

the first year operation of the Cape Canaveral Modernization Project. Since 

generation plants are long-lived assets, which typically are financed 

incrementally, only common equity and long-term debt should be included in 

the incremental capital structure. In addition, all forecasted deferred taxes 
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related to the construction of the Cape Canaveral Modernization Project and 

generated during its first year of operations are appropriately included as a 

reduction to rate base. This approach was used to develop the revenue 

requirements in FPL’s need determination hearings and was also consistently 

used to develop the incremental base rate increases associated with cost 

recovery for FPL’s Turkey Point Unit 5, West County Unit 1, West County 

Unit 2 and West County Unit 3 generation plants under FPL’s 2005 and 201 1 

Settlement Agreements, Order No. PSC-05-0902-S-E1, Docket No. 050188-E1 

and Order No. PSC-I 1-0089-S-EI, Docket No. 080677-EI, respectively. 

Page 69 of FEA witness Gorman’s testimony states that the Canaveral 

Step Increase of $174 million excludes the return on equity (“ROE”) 

performance adder. Is that statement correct? 

No, the statement is incorrect. The Company calculated the revenue 

requirement associated with the Canaveral Step Increase taking into account 

the ROE performance adder. Refer to MFR D-la for the Canaveral Step 

Increase, line 7, column 9. 

On page 50 of SFHHA witness Kollen’s testimony, he states that the 

accumulated deferred income taxes (“ADIT”) included in the Canaveral 

Step Increase in rate base is understated since only the tax depreciation 

shown on Schedule C-22 should be used to calculate ADIT. Do you agree 

with witness Kollen? 

No. Witness Kollen is identifying only one temporary difference shown on 

MFR C-22 for the calculation of ADIT and is ignoring the other temporary 
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differences listed on the same MFR. The other differences include: (1) the 

book depreciation recorded for the period; (2) temporary differences related to 

the debt component of AFUDC; and ( 3 )  the capitalization of construction 

period interest for tax. During the construction period, the Company accrues 

debt AFUDC for book purposes and capitalizes construction period interest 

for tax purposes, which are recognized as temporary differences between the 

book basis and tax basis of the assets. ADITS are provided for these 

temporary differences which will turn around over the life of the asset. In 

FPL’s adjustment to remove the Cape Canaveral Modernization Project assets 

from the 2013 Test Year rate base, the ADIT balances identified with each of 

these temporary differences were removed in total from the capital structure. 

The net ADIT amounts related to these timing differences were also included 

in the $121.936 million (13-month average) ADIT amounts used to reduce 

rate base calculated for the Canaveral Step Increase. The system $121.936 

million amount also included the turn around of these temporary differences 

during the 12-month period ending May 31, 2014. The amounts included in 

the ADIT related to the various temporary differences were included in OPC’s 

Second Request for Production of Documents Question No. 12; refer to 

Exhibit KO-15, pages 12 through 13. The ADIT was recalculated to be 

$121.529 million (system) based on the revised plant-in-service amounts and 

was provided in response to OPC’s Sixth Request for Production of 

Documents Question No. 62, refer to Exhibit KO-15, pages 14 through 15. 
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The original amount filed and the revised amounts are as follows: 

($000) Original as filed Revised 

BooWTax Depreciation ($1 40,469) ($1 38,967) 

Debt Component of AFUDC ( 9,283) ( 9,172) 

Construction Period Interest 27.816 26.610 

Total ADIT ($121,9361 ($12 1.529) 

The effect of this change in the revenue requirements related to the change in 

Cape Canaveral Modernization plant-in-service has been included in Exhibit 

KO-16, Item 18. 

V. AFFILIATE TRANSACTIONS 

On page 5 of witness Vondle’s testimony, he alleges that there is a strong 

financial incentive to misallocate or shift costs to regulated companies, so 

that unregulated affiliates can reap the benefits. Please comment on his 

allegation. 

FPL is subject to the close oversight and scrutiny of this Commission, FERC, 

and numerous other governmental and regulatory bodies. FPL must ensure 

full compliance with applicable laws, regulations, and Commission policies, 

which include those dealing with affiliate transactions and cost allocation. 

Not only is compliance required; it is good business practice. 
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FPL is a registrant subject to the Security Exchange Commission (“SEC”) 

reporting requirements and as a result, must provide audited financial 

statements and undergo a separate detailed review of its internal control over 

financial reporting as required under the Public Company Accounting 

Oversight Board (“PCAOB”) standards. Affiliate billings are subject to 

review for these separate company financial statements just as any other 

transaction which gives rise to audited results. FPL has clear requirements to 

report its costs accurately in these audited financial statements. 

FPL has worked hard to earn the trust of its customers and regulators. 

Maintaining good affiliate cost allocation practices is vital to continuing to 

earn and maintain that trust. In order to achieve good affiliate cost allocation 

practices, FPL commits the necessary time and resources to ensure that 

customers of FPL do not bear any of the costs associated with affiliates. 

Does the budget and variance reporting process at FPL also mitigate 

witness Vondle’s perceived risk of shifting costs to the regulated 

companies? 

Yes. One of FPL’s primary management tools for controlling costs is the 

development and management of the departmental budget. Managers are 

charged with developing budgets and managing spending levels to budgeted 

amounts. The budget threshold for FPL is net of all affiliate billings. All 

variances to budget are analyzed and reported in detail to executive 

management. Managing costs is a key component of performance-based 

24 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 Q. 

11 

12 

13 A. 

14 

15 

16 

17 

18 

19 

20 

21 

variable compensation plans. To the extent an FPL manager ignored the 

proper billing of affiliate support costs, he/she would risk a budget overrun. 

Any overrun would result in management review of that overrun and could 

jeopardize performance evaluation results and commensurate performance- 

based variable compensation reward. Affiliates similarly use budgets as a 

management and performance tool, and their managers closely monitor 

charges coming in from FPL for the same reason. This positive tension works 

to produce accurate financial reporting that complies with company 

procedures and Commission rules. 

Please describe the Company’s policies concerning integrity, compliance 

with laws and regulations, record keeping, and information provided to 

regulators. 

All employees of FPL and its affiliates are subject to the NextEra Energy, Inc. 

(“NEE) Code of Business Conduct and Ethics (the “NEE Code”). The NEE 

Code in relevant part requires all representatives of the Company and its 

affiliates to: (1) act in accordance with the highest standards of personal and 

professional integrity and to comply with all applicable laws, regulations and 

Company policies; (2) maintain all records accurately and completely; and (3) 

ensure that the information provided to regulators is accurate and not 

misleading. All employees of FPL and its affiliates are required to review and 

commit to abide by the NEE Code. 
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Is FPL subject to reporting requirements with respect to its affiliate 

transactions? 

Yes. FPL’s affiliate reporting provides a high degree of transparency 

concerning all of its dealings with its affiliates, as evidenced in MFR C-31, 

FPL’s Diversification Report. FPL complies with strict affiliate accounting 

and reporting requirements mandated by the Commission. 

On page 13 of OPC witness Vondle’s testimony, he alleges that affiliates 

have an incentive to charge a disproportionate amount of their costs to 

FPL for services they provide. Do you agree there is a risk of excessive 

affiliate costs borne by FPL customers for those services? 

No. The controls previously discussed are symmetric and apply to all 

intercompany charges. Both the transactional controls which require both the 

providing manager and the receiving manager to approve an internal order for 

intercompany transactions and the budgetary controls discussed above protect 

the customers from excessive charges from affiliates. 

On page 33 of his testimony, witness Vondle makes the following 

observation: “Asymmetric pricing is not used by FPL for all affiiiate 

transactions for goods and services as required by the affiliate transaction 

rule. Asymmetric pricing is only adhered to for assets transfers.” Do you 

agree with this statement? 

No. Pricing for goods and services provided to and from affiliates is in 

accordance with FERC and FPSC rules and orders. When market prices can 

be objectively determined, they are used. Examples of market-referenced 
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charges include ofice space, furniture rental, purchase of network services 

from FiberNet, sale and purchase of goods. We are not in the business of 

providing engineering, human resources, treasury, accounting and legal 

functions to third parties and in competition with others, so there are no 

existing market references for the integrated, enterprise services we provide. 

At the same time, our services are distinct and individualized, such that there 

are typically no third parties that would be in a position to provide truly 

comparable services to FPL and our affiliates. Therefore, we are not able to 

determine the market value of those services either by reference to what others 

pay for ow services or what third parties charge for truly comparable services. 

This topic is discussed by FPL witness Flaherty in greater detail. 

Has FERC directed companies operating within a single-state holding 

company structure that do not have a centralized service company, to 

provide general administrative and management services at cost? 

Yes. FERC specifically ruled that FPL and similarly situated companies 

within a single-state holding company system that do not have a centralized 

service company be allowed to provide general administrative and 

management services at fully loaded cost. (FERC Order 707A, issued July 17, 

2008, paragraphs 23 thru 3 1) 

Can you describe the key findings in the referenced FERC order which 

led them to their conclusion? 

Yes. First, FERC observes that defining a market price for general and 

administrative services in these circumstances is subjective. Second, where a 
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utility is not making sales of a service to a non-affiliate, it is not foregoing any 

profit for customers by providing the services to affiliates at fully loaded cost. 

Third, efficiencies and economies of scale associated with providing these 

types of services and the goods to support those services between members 

within the single-state holding company system can benefit captive customers 

because the goods and services often can be provided less expensively, at cost, 

than if they were purchased from outside the system by individual system 

members. 

Q. On page 33, witness Vondle states that “the preferred allocation 

methodologies of direct charges and rates for affiliate cost allocations are 

used too little, and the use of the less preferred general allocator is used 

too much.’’ Do you agree with witness Vondle’s assertion? 

A. No, I do not. Whenever possible, FPL utilizes the direct charge method. As 

witness Vondle indicates in his testimony, FPL forecasts charges to affiliates 

in 2013 will be 41% by direct charges, 9% by service fees and 50% by the 

AMF. Of the 50% charged via the AMF, 40% of those charges were 

determined using specific drivers, not the Massachusetts Formula that he 

characterizes as a “less preferred general allocator”. Combining direct 

charges, service fees and charges using specific drivers within the AMF 

means that FPL is only using the Massachusetts Formula for about 30% of its 

affiliate charges. Witness Vondle’s assertion that direct charges are 

underutilized is without any factual basis for his claim, and ignores the fact 

that a substantial majority of FPL’s affiliate charges are based on specific 
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identification or drivers. This topic is discussed by FPL witness Flaherty in 

greater detail. 

In his findings, witness Vondle states that positive time reporting for all 

service company type functions is underutilized making cost accounting 

less accurate. Is witness Vondle correct? 

No. Witness Vondle’s conclusion is based on a misunderstanding of 

exception time reporting, which FPL uses when positive time reporting is not 

well suited to the nature of the work being charged. Positive time reporting is 

useful and appropriate when personnel are paid directly on the basis of the 

hours that they work and/or when that work varies across many activity types. 

However, for much of the workforce supporting affiliate transactions, that is 

not the case. FPL either uses exception time reporting, which utilizes default 

internal orders to charge 2,080 hours a year to the appropriate entities, or in 

limited cases, specially established internal orders that are themselves charged 

to FPL and the appropriate afiliates. Each time period, the employee reports 

all time exceptions. Every hour spent in direct support of an affiliate is 

accounted for as an exception and charged appropriately. Exception reporting 

allows the employee to minimize administrative time and focus on reporting 

the exceptions. The transactional oversight associated with the payroll 

Sarbanes Oxley (“SOX”) control process is another control intended to ensure 

that exception reporting is used accurately for direct charging of f i l i a t e  

services. 

Witness Vondle claims that FPL does not document the benefit of 

29 



1 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

purchases of goods and services from affiliates to FPL customers. Do you 

agree? 

No, I do not. Each new purchase of services from affiliates must comply with 

FPL‘s procurement SOX processes just as a purchase from a third party 

vendor, which includes demonstration and documentation of the 

reasonableness and appropriateness of the vendor selection and price paid. 

These controls ensure that the Company and the customers get the most 

favorable terms. 

The services routinely purchased from affiliates can be categorized into four 

major categories: 

Insurance costs for coverage provided by Palms Insurance Company, 

Limited (“Palms Insurance”) - The insurance products are incurred as 

FPL’s share of the overall enterprise risk management program which 

is managed and executed by Palms Insurance. Prices for coverage 

provided by Palms are periodically market tested to ensure 

reasonableness. 

Telecommunications services provided by FiberNet - The prices for 

these services are benchmarked against market prices on a periodic 

basis to insure that customers are benefiting from the transactions. In 

addition as additional services are required, each new installation is 

measured against market alternatives. This results in the customer 

receiving the best possible price for the service required whether from 

FiberNet or a third party provider. 
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Services for shared information technology (“IT”) systems ~ Nuclear 

IT applications are managed at Seabrook for the entire fleet. These 

services can only be uniquely provided within the family of companies 

due to their nuclear expertise and familiarity with the company’s 

information systems. 

Legal services where the combined resources of both the NextEra 

Energy Resources, Inc (“NEER) and FPL departments are managed 

to share expertise across the organization. These activities serve the 

enterprise with employees from FPL and NEER. The fully loaded 

costs of the support are billed appropriately as these services are not 

and cannot be provided externally in the same manner. 

Witness Vondle indicates that the use of sole source contracts with 

affiliates is inappropriate. Do you agree? 

No. As indicated above, FPL adheres to its procurement SOX processes with 

respect to all purchases. In his testimony, witness Vondle references nine 

transactions reported in MFR C-3 1, 2010 Diversification Report, that he 

claims FPL did not adequately justify. I address the details of those 

transactions in my Exhibit KO-17 and show for each transaction that sole 

source contracting was appropriate and justified. 

Witness Vondle also claims that FPL does not assure that affiliates’ bills 

to FPL of fully loaded cost are accurate. How do you respond to that 

claim? 

Once again, witness Vondle has either ignored or misunderstood the facts. As 
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described previously, enterprise-wide internal controls are used to ensure the 

accuracy of billings from the affiliates. Additionally, as I explained to witness 

Vondle in the informal June 2012 conference call that he references in his 

testimony, FPL relies on the same SAP system configuration and internal 

controls for affiliate payroll charges it uses to record all transactions including 

those used in billing affiliates. The configuration in S A P  that captures and 

records payroll and overhead costs between entities is the same as that used to 

settle payroll and overheads to projects andor to the balance sheet. The 

system configuration settles actual payroll and applied overheads across all 

activities in the same way. There is little opportunity for an affiliate to 

intentionally or unintentionally record its payroll costs and loaders for work 

performed to FPL any differently than it records costs for work performed in 

projects across its own business. 

On page 24 of his testimony, witness Vondle questions the relationship 

between FPL and FPL Energy Services (“FPLES”) arguing that the 

services are not being charged at the higher of cost or market. What is 

your position on his claims? 

The relationship between FPL and FPLES for the services described by 

witness Vondle was the subject of a separate investigation and audit by the 

Commission in 2010 under Docket No. 100077-EI. The result of that 

extensive review did not indicate any noncompliance with affiliate billing 

requirements of the FPSC rule. 

Witness Vondle claims on pages 24 and 25 of his testimony that FPL has 
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not received adequate compensation for its establishment of vendor 

relationships. Do you agree with that assessment? 

No, I do not. The unregulated business of NEER is a mature operation and 

there continue to be vendor relationships first established by the unregulated 

affiliates that subsequently benefit FPL. As an example, in June 2010, NEER 

executed a Materials & Services Agreement (“MSA) with Westinghouse for 

the NEER nuclear sites. Incorporated in that agreement were discounts 

applicable to spare parts for its entire nuclear fleet. The following year, all 

terms and conditions of this NEER MSA were incorporated into an MSA 

covering the entire nuclear fleet, including FPL. The more favorable 

negotiated terms and conditions from the initial NEER MSA (Le. favorable 

warranty, limitations of liability provisions) were incorporated in the fleet 

MSA used by FPL. 

On pages 26 and 27 of his testimony witness Vondle claims that FPL’s 

A&G expenses are increasing faster than inflation which is the basis for 

his conclusion that FPL is not receiving the expected benefits from 

economies of scale. Do you agree with his assessment? 

No, I do not. The testimony of FPL witness Reed demonstrates the 

performance of FPL in terms of A&G growth relative to its peers which rebuts 

witness Vondle’s unsubstantiated claims. In addition, a review of the growth 

of the cost pools which include the functions billed under the AMF compared 

to the growth of the affiliate billings shows the economic benefits delivered to 

customers through FPL’s enterprise shared services approach. 
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The compound rate of growth for a 10 year period (2004 to 2013) is as 

follows: 

Total Cost Pool 6.24% 

AMF billed to Affiliates 14.78% 

FPL A&G 4.18% 

Clearly FPL customers are benefiting from the reduction in revenue 

requirements over and above the growth in A&G. 

On page 25 witness Vondle asserts that “FPL should be compensated for 

the value of the relationships and contracts utilized by affdiates”. Do you 

agree? 

No. The relationship between the utility and affiliates results in benefits to 

both entities. The following are some examples of benefits passed on to 

FPL’s customers as a result of its affiliate relationship for which NEER does 

not receive any compensation: 

To address new Nuclear Regulatory Commission (“NRC”) requirements 

for fire protection equipment, a program was developed at NEER’s Duane 

Arnold Energy Center (“DAEC”) that is being used subsequently across 

all locations in the NEE fleet. The knowledge gained from the program is 

being used in the development of the upcoming submittals for the Turkey 

Point (“PTN”) and St. Lucie (“PSL”) power plants. As a result, FPL will 

be more efficient in upcoming submittals for its nuclear power plants. This 

experience and the resulting efficiencies gained are cost free to FPL’s 

customers who benefit from them. 
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The Company has an extensive Quality Program which is commonly 

referred to as Six Sigma. The Power Generation Division (“PGD) 

Technical Services group initiated a Six Sigma Project that investigated 

and developed countermeasures for a damage mechanism that occurs in 

the components that control final steam temperahue in the Heat Recovery 

Steam Generators at Lamar, a NEER site. The knowledge gained from 

this project has reduced maintenance of these components throughout both 

entities. The project also spurred a subsequent project that developed a 

novel method to control final steam temperature control using model 

based control algorithms. In this example, the customers of the utility 

benefit from the knowledge, experience and cost savings of the project at 

OUT plants in NEER. FPL’s customers receive that benefit for free. 

Witness Vondle asserts that the non-regulated business at NextEra 

benefits from FPL name recognition and an assessment should be 

imputed to FPL so that FPL customers are made whole for the benefit 

they provide. Do you agree? 

No, I do not. FPL is compensated for all goods and services it provides to 

affiliates consistent with Rule 25-6.1351 F.A.C., Cost Allocutions and 

AffiZiute Transactions. Witness Vondle’s suggestion of royalties for use of the 

FPL abbreviation shows that he has little understanding of OUT company and 

our long history. All afEliated companies with names that currently contain 

“FPL” were founded during the decades when the corporate parent company’s 

name was FPL Group and the competitive affiliate’s name was FPL Energy; 
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both have now been changed to contain the term “NextEra Energy”. It can be 

very expensive to change the name of a company due to the legal 

requirements and related costs so some of NextEra Energy’s smaller 

companies have not changed their names because there is no compelling 

reason to do so. Furthermore, asserting that there is enterprise-wide value to 

the FPL name seems inconsistent with our decision to effect a name change 

for our parent and largest affiliate in 2010. 

Please summarize the basis for the affiliate adjustments to the 2013 Test 

Year as presented by witness Vondle. 

There is no logic or evidence to support the recommendations of witness 

Vondle. His recommendation to increase charges to affiliates by 20% and 

decrease charges from affiliates by 20% is arbitrary and not based on any 

evidence despite the massive amount of discovery information provided, and 

is not supported by the results of the recent Commission audit. He has not 

used analysis or fact-based assessment to demonstrate problems in the 

Company’s afiliate transactions methodologies that would justify any 

adjustment to FPL’s 2013 Test Year affiliate charges. 

Do you agree with witness Vondle’s recommendation that the 

Commission should open an investigation into FPL’s affiliate 

relationships and transactions to address the deficiencies he addressed in 

his testimony? 

No. FPL provided responses to numerous affiliate interrogatories, production 

of documents and audit requests totaling thousands of pages. In addition, I 
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held an informal call at OPC’s request in June 2012 to specifically answer 

OPC witness Vondle’s telephonic questions. The Commission Staff 

completed their audit in connection with this docket and found no major 

affiliate transaction deficiencies. The Company’s organizational structure 

along with its billing methodologies for support and fleet services are 

consistently applied over many years, well understood by regulators, and have 

been fully explored, analyzed, questioned and vetted in both the 2009 base 

rate proceeding and again in this filing. In 2010, the Commission initiated a 

docket to review the affiliate billing relationship between FPLES and FPL and 

no deficiency or non compliance with the Commission order was observed. 

FPL witnesses Reed and Flaherty demonstrate the FPL cost performance 

results for A&G which are positively impacted by the &iliate cost sharing 

which reduces cost to customers. Witness Vondle was unable to determine 

any single instance of noncompliance with evidentiary support and analysis 

and therefore appears to be trying to cast suspicion over FPL’s rigorous billing 

practices in one final effort to taint the Commission’s perception. 

VI. NUCLEAR MAINTENANCE RESERVE ACCRUAL 

On Page 32, line 13 of SFHHA witness Kollen’s testimony, he states that 

FPL’s “nuclear outage maintenance expense accrual methodology is 

flawed”. Do you agree with this statement? 
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A. No, I do not. FPL accounts for its nuclear outage maintenance expense 

accruals in accordance with Commission Order No. PSC-96-1421-FOF-EI, 

Docket No. 961 164-EI, which authorized FPL to establish accruals for nuclear 

refueling outage maintenance reserve in order to levelize the amount of 

expense for both financial and ratemaking purposes. It was the Commission’s 

determination in the referenced order that the accrue in advance method was 

appropriate in order to avoid distortion of expenses in the utility’s test year. 

Are you aware of any other IOU within the FPSC jurisdiction that 

follows the accrue in advance method? 

Yes, I am. Progress Energy follows the same methodology as FPL. In Order 

No. 11628, Docket No. 820100-EU, dated February 17, 1983, the FPSC 

allowed Progress to use the accrue in advance method for these expenses. 

Is there a difference between the accrue in advance, and defer and 

amortize methods? 

The methods create a difference only in the timing of recognition of the 

expense. This one time rate reduction results solely from the cumulative 

effect of a change in accounting principle. Implementation of this change 

results in costs being deferred and paid for by future customers. 

Q. 

A. 

Q. 

A. 

Q. Do you agree with witness Kollen’s nuclear maintenance expense 

transition adjustment calculation for switching from the accrue in 

advance method to defer and amortize method? 

No, I do not agree. First, witness Kollen starts his calculation with two 

incorrect assumptions. As reflected on his Exhibit LK-9, he derived a number 

A. 
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for the December 3 1, 2012 Nuclear Maintenance Reserve balance of $42.964 

million rather than utilizing the forecasted 2013 beginning balance of the 

reserve provided on MFR B-21 of $34.804 million. He also declines to use 

the proper forecasted Test Year expense of $105.463 million. Second, he is 

incorrect in his calculation of 2013 expense from amortization of the 

regulatory asset, as he erred in the calculation of the amortization for PTN 4- 

27 on page 7 of 7, of his Exhibit LK-9. He used the wrong ending date for the 

outage amortization period (September 2014 vs. June 2014) which serves to 

extend and reduce the amortization amount. Finally, witness Kollen selects a 

three year amortization period for the transition regulatory liability which is 

not supported and is not consistent with the five year amortization period of 

gains and losses used consistently by the Commission. 

On pages 36 and 37 of SFHHA witness Kollen's testimony, he argues that 

there will be a stranded liability under the accrue in advance method. Do 

you agree with this observation? 

No. Witness Kollen states that at the end of the last outage for each of FPL's 

nuclear units, the Company would continue accruing for the next outage. The 

end of life of a nuclear unit is a significant event that the Company and the 

Commission anticipate and plan for well in advance. At the point when 

retirement is probable and the last outage is evident, the Company would 

suspend any outage accruals. Therefore, there would be no stranded liability 

at the end of life at the nuclear plant as he claims. 
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If the Commission were to reconsider its order and direct FPL and 

Progress to change its accounting to the defer and amortize method, how 

should that change be effected? 

This would not be an insignificant matter from a financial reporting, 

forecasting or rate making perspective, and therefore would have to be 

carefully analyzed and considered. The change would result in a one time 

reduction in rates, but the longer term impacts would need to be carefully 

calculated and fully understood as well. 

VII. RATE CASE AUDIT - HISTOFUCAL PERIOD 

Did you review the audit report issued by Commission Staff witness 

Welch in connection with the current rate case? 

Yes, I have. There were three items that relate to the historic period. One 

issue relates to earnings surveillance reporting and the other two were 

transactions associated with actual books and records. For those findings that 

affected books and records, FPL agreed to record two adjusting entries, both 

of which were immaterial. They were recorded during the months of June and 

July 2012. For the audit findings related to non-recumng expenses in the 

forecasted period, please see FPL witness Barrett’s rebuttal testimony for 

details. 
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VIII. EMPLOYEE BENEFITS ADJUSTMENT 

Do you agree with the adjustment that OPC witness Schultz proposed on 

page 27 of his testimony related to employee benefits? 

No, I do not. Witness Shultz is suggesting that we arbitrarily change the 

accounting for employee benefits expense to move a portion of these costs 

from expense to the balance sheet. Interestingly, he reduces O&M but does 

not pick up the other side of the adjustment which must be made to increase 

rate base and depreciation expense for the corresponding reduction in benefits 

charged to operating expense. Besides the one sided erroneous expense 

reduction, he suggests that we have consistently overstated the amount of 

benefits to be charged to expense. This suggestion is incorrect, as explained 

by Witness Slattery in her rebuttal testimony. 

IX. ADJUSTMENTS IDENTIFIED BY FPL 

Has FPL identified adjustments that it believes should be made to the 

revenue requirements for the January 2013 Base Rate Increase and the 

Canaveral Step Increase? 

Yes. The adjustments that FPL has identified as appropriate during the course 

of this proceeding are shown on Exhibit KO-16. These adjustments include 

those that were filed in this docket in April of this year as well as additional 

adjustments that have been identified since that time. 
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How does FPL propose that the Commission use the Exhibit KO-I6 

adjustments in this proceeding? 

The Commission should include the effect of the Exhibit KO-16 adjustments 

in determining FPL’s revenue requirements for the January 2013 Base Rate 

Increase and the Canaveral Step Increase. Some of those adjustments will 

result in increases to revenue requirements while others will result in 

decreases, but the adjustments are appropriate to reflect in setting FPL’s rates 

regardless of whether they result in increases or decreases. I should note that 

the net impact of the Exhibit KO-16 adjustments on the 2013 Base Rate 

Increase would be an increase in revenue requirements. FPL is not proposing 

that the adjustments be used by the Commission to determine a 2013 Base 

Rate Increase that is greater than FPL’s rate request of $516.5 million that is 

reflected in the March 19,2012 petition. 

What are the main adjustments shown on Exhibit KO-16? 

Each of the main adjustments shown on Exhibit KO-16 is described below: 

Cost of Removal 

{Exhibit KO-16. Items 1 & 131 

To which projects does the Company’s 2013 Test Year cost of removal 

adjustment relate? 

As reflected in FPL’s Notice of Identified Adjustments filed with the 

Commission on April 27, 2012 as part of this docket, FPL identified 
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adjustments to cost of removal associated with its Extended Power Uprates 

(“EPU”) Project and smart meter project in the 2013 Test Year. Refer to 

Exhibit KO-16, items number 1 and 13 for overall revenue requirement 

impact. 

Please explain the cost of removal adjustment associated with the EPU 

project. 

As reflected on MFR B-2 and C-3 for the 2013 Test Year, FPL excluded EPU 

costs from the calculation of its 2013 revenue requirements for this 

proceeding because they are recovered through the Nuclear Cost Recovery 

(“NCR) process. In doing so, the removal cost charges related to nuclear 

property that was retired early in connection with the EPU project were 

inadvertently excluded as well. As these removal costs are properly base rate 

costs and not part of the EPU NCR recoveries, the charges should have 

remained in the calculation of base rates. Because they were inadvertently 

excluded, FPL‘s rate base for the 2013 Test Year was understated by 

approximately $72 million. See Exhibit KO-18, page 1, for the supporting 

calculation. Correcting this exclusion would increase FPL’s 2013 Test Year 

revenue requirements by $7.4 million. 

Please explain the cost of removal adjustment associated with the smart 

meter project. 

During the course of this proceeding, FPL determined that $9.9 million of 

smart meter-related removal costs were inadvertently reflected as an increase 

to plant-in-service instead of a decrease to depreciation reserve in FPL’s 
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forecast. This adjustment to the forecast, results in an overstatement of 

depreciation expense in the 2013 Test Year of $0.6 million. See Exhibit KO- 

18, page 2 for the calculation of these amounts. 

What is the total impact to FPL’s 2013 Test Year revenue requirements 

associated with FPL’s proposed cost of removal adjustments related to 

EPU Project and AMI? 

The total impact of FPL’s cost of removal adjustments increases FPL‘s 2013 

Test Year revenue requirements by $6.8 million. 

DOE Grant and AMI Meters 

[Exhibit KO-16. Item 7) 

Please explain the 2013 Test Year forecast issues for the DOE grant and 

AMI Meters. 

As discussed in FPL’s response provided in OPC’s Twelfth Set of 

Interrogatories, Question No. 254, refer to Exhibit KO-15, pages 16 through 

25, FPL identified three forecast issues surrounding the DOE grant and AMI 

Meters in the 2013 Test Year: 

1) FPL incorrectly included a total credit of $123 million for a 

breakdown of this amount in the AMI Meters amount reflected on line 

14, page 4 of 6, on MFR B-7. Only a portion of this amount, 

approximately $91 million, actually relates to capital expenditure 
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reimbursement received from the DOE for Energy Smart Florida 

(“ESF”) projects; 

FPL’s forecast did not include any capital expenditures for the projects 

expected to be reimbursed by the DOE. This would have resulted in 

an offset to the $91 million of capital DOE reimbursement that was 

included in the forecast. Therefore, FPL has understated plant-in- 

service in the 2013 Test Year by this amount; and 

FPL included a $3.8 million credit in working capital that should have 

been classified as a reduction to O&M expenses over the period of 

October 1, 201 1 through December 31, 2012. Therefore, working 

capital is understated by this amount in the 2013 Test Year. 

2) 

3) 

Would you please provide more detail of the $123 million credit included 

in the AMI Meters plant-in-service amount reflected on line 14, page 4 of 

6, on MFR B-7? 

Yes. The $123 million credit is comprised of the following three items: 

1) $91 million related to DOE reimbursements received but not yet 

applied as Contributions in Aid of Construction against capital 

expenditures associated with the ESF projects, none of which relate to 

AMI; 

2) $24 million for capital projects not relating to DOE reimbursement. 

These projects are identifiable at the functional level but have not yet 

been classified to a specific plant account, supporting the correct 

application of the $24 million credit; and 
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3) $8 million for the overstatement of capital expenditure 

reimbursements from the DOE in October 201 1. This amount should 

not have been included in the filing as all DOE reimbursements were 

reflected on FPL's books as of September 201 1. 

What adjustments are required to FPL's 2013 Test Year for these 

forecast issues? 

The 2013 Test Year needs to reflect the removal of the $123 million credit to 

the AMI Meter plant-in-service balance and the reclassification of the $24 

million credit to plant-in-service to the proper functions. These adjustments 

result in a net increase to plant-in-service of $99 million. In addition, 

accumulated depreciation and depreciation expense for the 2013 Test Year 

will increase $10.6 million and $7.6 million, respectively. Refer to Exhibit 

KO-] 9 which contains the support for each of these adjustments. 

What is the total impact to FPL's 2013 Test Year revenue requirements 

associated with proper treatment of the $123 million credit? 

The resulting impact from applying the proper treatment to all of the amounts 

related to the $123 million credit incorrectly included in the AMI Meters 

plant-in-service amount (reflected on MFR B-7, page 4 of 6, on line 14) 

increases FPL's 2013 Test Year revenue requirements by $16.8 million. 

Would you please explain further the $3.8 million balance associated with 

O&M projects reimbursed by the DOE that should not have been 

included in the 2013 Test Year? 
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Yes. As discussed in subparts j. and k. of FPL’s response to OPC’s Twelfth 

Set of Interrogatories, Question No. 254, the $3.8 million is reflected in 

working capital in Account 253, Deferred Credits, on line 23, page 3 of 5, on 

MFR B-17 for the 2013 Test Year, and represents the actual deferral as of 

September 30, 201 1 of DOE reimbursements pending offset to incremental 

O&M expenses incurred for ESF projects. The deferred credit remained in 

the forecast from September 30, 2011 through December 31, 2013; when it 

should have been reduced over the forecasted period from October 2011 

through December 2012 as the related O&M is expected to be spent. 

Therefore, FPL’s 2013 Test Year working capital needs to be increased to 

remove this deferred credit. FPL did not include in the forecast the 

incremental O&M expenses for related projects that are expected to be 

incurred over the period October 2011 through December 2013. Therefore, 

since neither the O&M expenditures nor the offsetting DOE credit to O&M 

were included in the forecast there is no adjustment required for O&M 

expense for either the 2012 Prior or 2013 Test Years. 

What is the total impact to FPL’s 2013 Test Year revenue requirements 

associated with the removal of the $3.8 million from working capital? 

The total impact resulting from the removal of the $3.8 million from working 

capital increases FPL‘s 2013 Test Year revenue requirements by 

approximately $0.4 million, which is included in the total adjustment for DOE 

Grant and AMI Meters of $17.2 million shown on Exhibit KO-16, page 1, 

item 7. 
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Seminole Transmission Service Bill Credits 

[Exhibit KO-16. Item 101 

Can you please provide an explanation of the Seminole Transmission 

Service Bill Credits and how they are reflected on FPL’s books and 

records? 

Yes. FPL provides Seminole Electric Cooperative, Inc. (“Seminole”), 

wholesale transmission service under a Network Service Agreement. As a 

reduction to the tariffed cost of this service, FPL provides transmission credits 

to Seminole pursuant to Section 30.9 of FPL’s Open Access Transmission 

Tariff ( “ O A T ) .  Calculation of the transmission credits are addressed in a 

letter agreement executed by FPL and Seminole in 2004, which was approved 

by FERC and incorporated into Seminole’s Network Service Agreement. 

Pursuant to the terms of the letter agreement, FPL applies a $0.6 million credit 

offset to Seminole’s monthly transmission service bill, which equates to $6.8 

million on an annual basis. The net amount of the bill, Le., the total network 

transmission service charges billed minus application of the credit offset, has 

previously been recorded on FPL’s books and records as firm transmission 

revenue to FERC Account 456, Other Electric Revenues. 
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How should these credits have been recorded for fmancial reporting 

purposes? 

The gross amount of revenue from Seminole should have been recorded 

monthly to FERC Account No. 456 and the network credit should have been 

recorded to Transmission expense in FERC Account No. 566. 

What gave rise to the need to provide these credits to Seminole? 

The transmission credits are provided to Seminole pursuant to OATT Section 

30.9 (Network Customer Owner Transmission Facilities), which directs 

Transmission Providers to provide such credits when one of its network 

customers demonstrate that its transmission facilities are integrated into the 

plans or operations of the Transmission Provider to serve its power and 

transmission customers. FERC recognizes through the use of these credits 

that network facilities provided by customers deliver benefits to the overall 

transmission network including improved reliability and reduced congestion. 

In 2004, it was determined that certain transmission facilities owned by 

Seminole were sufficiently integrated into FPL’s plans and operations that 

Seminole was entitled to receive a credit offset to its network service 

transmission charges. 

Please explain the issue regarding the inclusion of Seminole Transmission 

Service Bill Credits in the 2013 Test Year. 

For the 2013 Test Year, FPL included the net amount forecasted for the 

Seminole bill in FERC Account 456 - Other Electric Revenues - 

Transmission Service Demand (Long-Term) - as 0% retail jurisdictional, 
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which is incorrect. The forecasted amount of total transmission service charge 

revenues excluding the Seminole bill credits should have been reflected as 0% 

retail jurisdictional. The Seminole bill credits, however, should have been 

reflected as 89.4724% retail jurisdictional as these credits represent FPL 

payments to Seminole for the use of network assets that are integrated into 

FPL’s transmission operations and which benefit all of FPL’s retail and 

wholesale transmission customers. See MFR C-4, page 2 of 13, line 1 1 .  

What is the total impact to FPL’s 2013 Test Year revenue requirements 

associated with the proper treatment of the Seminole Transmission 

Service Bill Credits? 

The total retail impact resulting from the proper accounting and ratemaking 

treatment of the Seminole transmission credits increases FPL’s 2013 revenue 

requirements by $6.1 million ($6.8 million annual credit times 89.4724%). 

Refer to Exhibit KO-16, page 1, item 10. 

Change in Customer Deposit Interest Rates 

JExhibit KO-16. Item 12) 

Why has FPL calculated an adjustment related to changes in customer 

deposit interest rates? 

In connection to Docket No. 120125-PU, and approved in Order No. PSC-12- 

0358-FOF-PU, the Commission implemented a change to Rule No. 25-6.097 
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F.A.C. related to Customer Deposits. This rule change decreases customer 

deposit interest as follows: 

For residential customers from 6% to 2% and; 

For business customers from 7% to 3%. 

The change became effective on July 26, 2012. As such, FPL has calculated 

the revenue requirement impact of the ordered change in interest rates on its 

2013 Test Year and included it along with all other identified adjustments on 

Exhibit KO-16. 

What is the impact to FPL’s 2013 revenue requirements as a result of this 

change? 

The change in the customer deposit cost rate reflected on MFR D-la of 5.99% 

decreases 4.00% to 1.99%, which results in a decrease to FPL’s 2013 revenue 

requirements by $17.2 million. Exhibit KO-20 contains details of the 

calculation. 

Does this conclude your rebuttal testimony? 

Yes. 
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TEST YEAR - ASSET RETIREMENT OBLIGATIONS (ARO) 

RATE BASE ACCOUNTS AN0 ADJUSTMENTS 

Docke t  NO. 120015 - El 

S u m m a r y  of ARO Accounts - Rate Base 

Exhibi t  KO - 14, Page 1 of 1 

MFR 8-6 -TEST YEAR AMOUNT 

ASSET RETIREMENT ACCOUNTS ACCT NO. PAGE I LINE NO. ( S O W  LINE No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

PLANT IN SERVICE - INTANGIBLE ARO 101 Page 1, line 8 s 8,562 
ACC PROV DEPR & AMORT - INTANGIBLE ARO 108 Page 4, line 27 42,650 
ACC PROV DEPR - DECOMMISSIONING - ARO CONTRA 108 Page 7, line 25 2,808,939 
OTHER REG ASSETS - ARO ASSETS 
OTHER NON CURRENT LlAElLlM - ARO LIABILIW 230 Page 11, line 11 (1,234,720) 
OTHER REG LIABILIPI- ARO LlABlLlN 254 Page 12, line 28 (1,625,431) 

182 Page 9, line 30  

TOTAL ARO RATE BASE BALANCE s (0) 

MFR 6-2 TEST YEAR AMOUNT 

ASSET RETIREMENT ADJUSTMENTS ACCT NO. PAGE/ LINE NO. (SOOOl 

PLANT IN SERVICE -ARO 101 Page 1, l ine 6 s ( 8,s 6 2 ) 
ACC PROV DEPR-ARO - OTHER 108 Page 1, l ine 22 (42,650) 
ACC PROV DEPR - ARO DECOMMISSIONING CONTRA 108 Page 1, line 2 1  (2,808,939) 
WORKING CAPITAL -ASSETS - ARO 182 Page 3, line 4 
WORKING CAPITAL - LIABILITIES - ARO 230,254 Page 3, l ine 18 2,860,151 

TOTAL ARO RATE BASE ADJUSTMENTS 5 0 



Docket No. 12Wt5-EI 
Responses to D iauNW Ssrvsd by InteNLlnm 

Exhibit K 0 1 5 .  Page 1 of 25 

Florida Power B Light Company 
Docket No. 120015-El 
OPC's Twelfth Set OF Interrogatories 
Interrogatory No. 262 
Page 1 of I 

Q. 
Other Regulatory Liabilities- Account 254. Please refer MFR B-17 page 3 of 5, line 24. 

a. Provide the detail of each amount in Account 254 -Other Regulatory Liabilities for the 2012 
prior year and the 2013 test year. Provide a description ofeach projected amount and 
include when the liability originated, the purpose and circumstances of why the liability is 
projected to be recorded, the length of time the liability is expected to exisf and the 
accounting or regulatory basis requiring that this liability be recorded on the company's 
books and records. 

b. Provide the 13-month average balance for each regulatory liability included in Account 254 
for the years ended 12/31/2008, 12/31/2009, 12/31/2010, 12/31/2011, and year to date 2012. 

c. State the basis on which each adjustment to this account was made and provide a reference to 
the Commission order, (including page number and specific language) that resulted from the 
removal of other deferred liabilities from working capital. 

d. For each of the 13-month periods requested in subpart b, identify the balance of this account 
before and afier adjustments for the test year. 

e. If any of those adjusted balances results in a debit (or a negative balance for a liability) 
please explain why a negative liability amount should be included as a working capital 
addition. 

A. 

a., b., & d. See Attachment No. 1 for a breakdown of Account 254 -Other Regulatory Liabilities 
for all requested time periods. FPL has provided the requested information as ofMarch 31, 
2012 as FPL's financial information for the second quarter of 2012 is not expected to be 
publicly released until late July. See Attachment No. 2 for additional details requested 

c. & e. The Commission has consistently approved FPL's use of a balance sheet approach in 
determining the amount of working capital to include in rate base. See Order No. 10306 in 
Docket No. 810002-EU; Order No. 11437 in Docket No. 820097-EU; Order No. 13537 in 
Docket No. 830465-EI; and Order No. PSC-10-0153-FOF-E1 in Docket No.080677-EI. 
The balance sheet approach defines working capital as current assets and deferred debits that 
are utility related and do not already earn a return, less current liabilities, deferred credits and 
operating reserves that are utility related and upon which the Company does not already pay 
a return. Except for net overrecoveries associated with FPL's cost recovery clauses, Account 
254 -Other Regulatory Liabilities represents current liabilities that do not already pay a 
return. The Commission has required that FPL include net clause overrecoveries in working 
capital consistent with Com mission policy, which was confirmed on page 95 of FPL' s last 



base rate order (Order No. PSC-10-0153 -FOF-E1 in Docket No.080677-EI). Accordingly, 
the balance in Account 254 is eligible for inclusion in the working capital calculation as 
reflected on MFR B-2. 
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Florida Power 8 Light Company 
Docket No. 120015-EI 
OPC's Twelfth Set of Interrogatories 
Interrogatory No. 249 
Page 1 of 1 

Q- 
Other Regulatory Assets - Account 182.3. Please refer MFR B-17 page 2 of 5, line 2. 

a. Provide a detailed breakdown and explanation of each amount included in Account 182.3 - 
Other Regulatory Assets for the 2012 prior year and the 2013 test year. 

b. Provide the same breakdown of actual data for each of the years ended 32/31/2008, 
12/31/2009, 12/31/2010, 12/31/2011 and year-to-date 2012. 

c. Identify which of the amounts have been included by the Company in working capital in the 
2012 prior year and the 2013 test year. 

d. Provide references to or an explanation of where the Commission allowed such amounts to 
be included in working capital for ratemaking purposes, with specific references to 
Commission orders including the order number, date of order, docket number, line numbers 
and page numbers as well as the specific language which allows such amounts to be included 
for ratemaking purposes. 

A. 
a. See Attachment No. 1 for a breakdown of Account 182.3 - Other Regulatory Assets for the 

2012 Prior and 2013 Test Years. 

b. & c. See Attachment No. 2. FPL has provided the requested information as of March 31,2012 
as FPL's financial information for the second quarter of 2012 is not expected to be publicly 
released until late July. 

d. The Commission has consistently approved FPL's use of a balance sheet approach in 
determining the amount of working capital to include in rate base. See Order No. 10306 in 
Docket No. 810002-EU; Order No. 11437 in Docket No. 820097-EU; Order No. 13537 in 
Docket No. 830465-EI; and Order No. PSC-10-0153-FOF-E1 in Docket No.080677-EI. 
The balance sheet approach defines working capital as current assets and deferred debits that 
are utility related and do not already earn a return, less current liabilities, deferred credits and 
operating reserves that are utility related and upon which the Com pany does not already pay 
a return. Account 182.3 -Other Regulatory Assets represents current assets that do not 
already e m  a return. Accordingly, Account 182.3 is eligible for inclusion in the working 
capital calculation as reflected on MFR B-2. 
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Florida Power 8 Light Company 
Docket No. 120015-EI 
OPC'o Twelfth Set of Interrogatories 
lntermgatoly No. 251 
Page 1 of 1 

Q. 
Miscellaneous Deferred Debits - Account 186. Please refer MFR B-17 page 2 of 5,  line 6. 

a. Provide a detailed breakdown of each deferred debit included within the amount the 
company has included in the test year working capital calculation for the 2012 prior year and 
the 2013 test year. 

b. Provide an explanation of what each deferred debit represents and why it should be included 
in working capital for ratemaking purposes. 

c. Provide a 13-month average balance for each of the years ended 12/31/2008, 12/31/2009, 
12/31/2010, 12/31/2011 and year to date 2012, for each type of deferred debit which the 
Company has included in working capital. 

d. Provide a reference to Commission orders which allowed each of the deferred debit balances 
which the company seeks to include in working capital with references to the specific 
language which allows such an amount to be included in working capital. 

A. 

a. & c. See Attachment No. 1. FPL has provided the requested information as of March 31, 
2012 as FPL's financial information for the second quarter of 2012 is not expected to be 
publicly released until late July. Note, the amounts reflected in the attached document in the 
column titled "186928 MISC DEF Deb - RATE CASE EXPENSES" have been removed 
from FPL's 2013 rate base as a Commission adjustment as reflected on MFR 8-2, page 3 of 
9, line 12. In addition, FPL has requested a Company adjustment to include the unamortized 
balance of FPL's rate case expenses for this proceeding in its 2013 rate base as reflected on 
MFR B-2, page 4 of 9, line 27. All other miscellaneous deferred debits in Account 186 are 
included in rate base for the 2013 Test Year. 

b. & d. The Commission has consistently approved FPL's use of a balance sheet approach in 
determining the amount of working capital to include in rate base. See Order No. 10306 in 
Docket No. 810002-EU, Order No. 11437 in Docket No. 820097-EU; Order No. 13537 in 
Docket No. 830465-EI; and Order No. PSC-10-0153-FOF-E1 in Docket No.080677-EI. 
The balance sheet approach defines working capital as current assets and deferred debits that 
are utility related and do not already earn a return, less current liabilities, deferred credits and 
operating reserves that are utility related and upon which the Company does not already pay 
a return. Account 186 -Miscellaneous Deferred Debits represents current assets that do not 
already earn a return. Accordingly, Account 186 is eligible for inclusion in the working 
capital calculation as reflected on MFR B-2. 
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934589 
15,311,416 

u5585.364 
531456 

369,231 

(77.1 
u662360 

537196148 

5873.039 

9,456,141 

u7360.433 

778377,444 

lf18.971pM1 

l6s9,985.8611 
1036.441151 

llsm 
7,853 

561673 

33,732507 

10,978,331 

208376 

4.547.w.3 

U83Qm6 

lY,477,osal 

LsQ2993 
35.m.w 

1424,001 

m.939 

488.m 

242.467 

996244,WS 

3,16&406 

5.031768 

733E3110 
419,449,393 

iLU6P81,2C31 
4,071 

i37l,528.0lSl 

~nstsnn4 
12737 

301973 

118.068 

a3.716 

Y.15Q.A~ 

7,532.m 

1,064146 

2502.157 

7p46.948 

(999s.Zml 

766.770 

809.3M 
18,850,Sl 

16u1.056 

471.991 

s n a z  

1z2597s.453 
1807889 

2.909582 
42264.749 

239.685367 

(LkU3392351 
ll 

(212301;NI 
1074,741313 

59,089 

195,663 

n.m 
48,596 

34,140,410 

7.m.mi 
LlOl565  
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DOcket No. 120D15EI 
Responses to Dirsovm Sewed by In(cruenom 

EXhibh KO-15, Page 120125 

Florida Power 8 Light Company 
Docket No. 12001J-EI 
OPc'o Second Request for Production of Documents 
lntemgatoly No. 12 
Page 1 of 1 

Q. 
MFR Workpapers. Please provide any and all workpapers FPL used to produce the schedules in 
the Company's March 19,2012 Minimum Filing Requirements (MFR) filing and please provide 
such workpapers electronically in Excel, with all formulas and calculations intact. 

A. 

FOR THE PURPOSE OF THIS EXHIBIT ONLY THE RELEVANT PAGE FROM THIS 
PRODUCTION OF DOCUMENTS IS INCLUDED: 
BATE STAMP PAGE NUMBER OPC 297655 - CAPE CANAVERAL DEFERRED TAXES 



OPC 297665 
FPL RC-12 

OPC 2nd Set POD No. I 2  
Deferred Tax Balance 

Balance begin of period 
Balance begin of period 
Annual Deferred Adjuslrnent 
Deferred Tax Arnount-Annual 
June 
Julv 
Aug 
Sept 
oct 
Nov 
Dec 
Jan 
Feb 
Mar 
Apr 
May 

CPI AFUDC Debt Accel. Depr. 
Generaton Transmission Total Generation Transmission Total Generation Transm Total 

27.282.237 
0 

1.844.279 
27,196,980 
27.1 11.723 
27,026,466 
26,941,209 
26,855.952 
26,770,695 
26.685.438 
26,521,972 
26358.506 
26,195,040 
26.03 1.573 
25.868.107 

346,845.898 

1,170,387 
0 

79,118 
1,165,510 
1,160,633 
1,155,757 
1,150,880 
1,146,004 
1,141,127 
1,136,250 
1,126,985 
1,117,719 
1,108,454 
1,099,186 
1,089,923 

14,768,817 

28,452,624 (9,395,099) 
0 

(375.804) 
28,362,490 (9,382,180) 
28,272,356 (9,356,344) 
28,182,223 (9,330,507) 
26,092,069 (9,304,671) 
28,001.956 (9,278.834) 

27,821,688 (9,227,161) 
27,648,957 (9,201,325) 
27,476,225 (9.175.488) 
27,303,494 (9,149,652) 
27,130,761 (9,123,615) 
26,958,030 (9,097,979) 

361,614,715 (120,276,053) 
27,816.517 

27,91 1,822 (9,25z,em) 

Average Deferred Tax Balance 

0.98092500 

27.285.916 

(32,066) (9,427,165) (136,986,765) (1,493,0541 (138,479819) 
0 

(802) 
(32,033) (9,414,213) (137,057,990) (1,507,217) 
(31 ,W) (938.310) (137,421,965) (1,520.066) 
(31,899) (9,362,406) (137,784.033) (1.532.915) 
(31.832) (9,336,503) (138,145,667) (1,545,764) 
(31,766) (9,310,600) (136,507,215) (1,558,614) 
(31,699) (9,284,697) (136,868,632) (1,571,463) 
(31,632) (9,258,793) (139,229,950) (1.584.312) 
(31.565) (9,232,890) (139,597,068) (1397.880) 
(31,498) (9,206,986) (139,964,162) (1,611,448) 
(31,432) (9,181,084) (140,331,155) (1,625,016) 
(31,365) (9,155,180) (140,698.051) (1,636,584) 
(31,296) (9,129277) (141,064,933) (1,652,152) 

(412.051) (120,688,104) (1,805,657,606) (20,438.485) 1 
(9,283.700) 

(138,565,207) 
(138,942.031) 
(139,316,948) 
(139,691,451) 
(140.065.829) 
(140,440,095) 
(140.814.262) 
(141 ,I 94.948) 
(141,575,610) 
(141,956,171) 
(142,336,635) 
(142,717,085) 
:I ,826,096.091) 

(140,468,930) 

0.98092500 

(9,106,614) 

(121,936,114) 

0.98092500 
- 

(137,789,485) 

(119,610,182) 



Dosket No. 120015EI 
Responses to Discovery Served by Inlewmors 

Exhibn K015.  Pale Mol25 

Florida Power 8 Light Company 
Docket No. 120015-Ei 
OPc's Sixth Request for Production of Documents 
Interrogatory No. 62 
Page 1 of I 

Q. 
Canaveral Modernization Project. Refer to the testimony of Company witness Robert Barrett, Jr. 
at page 31 (lines 15-19). Please provide a complete copy of the current forecast for the 
construction and other costs associated with the Canaveral Modernization Project that are 
included in FPL's revenue requirement calculations. 

A. 

In addition to the provided documents, see following files provided in FPL's response to OPC's 
Second Request for Production of Documents No. 12: 

MFR B-8 CC Adj - Backup.pdf 
MFR B-8, B-10, C-4, C-20 (Canaveral) - U1 report - Cape Canaveral Modernization Plant and 

MFR B-10 CC Adj - Backup.pdf 
MFR C-4 CC Adj - Backup.pdf 
MFR C-4, C-20 (Canaveral) - PCC first year of op Base OM exp (2).xls 
MFR C-20 CC Adj - Backup.pdf 
MFR C-22 (Canaveral) - '13 Adj for Cape Canaveral (with backup) Final 2 - 1 5 . ~ 1 ~  
MFR C-22 (Canaveral) - Cape canaveral adjustmentv2 .XIS 
MFR C-22 (Canaveral) - Depr calc. for Canaveral - TAX.xls 
MFR C-22 CC Adj - Backup.pdf 
MFR C-23 CC Adj - Backup.pdf 
MFR D-la CC Adj - Backup.pdf 

Additionally, please see FPL's response to SFHHA First Request for Production of Documents 
No. 58. 

CWIP to 2014 1-17-12.~l~ 

FOR THE PURPOSE OF THIS EXHlBIT ONLY THE RELEVANT PAGE FROM THIS PRODUCTION OF 
DOCUMENTS IS INCLUDED: 
BATE STAMP PAGE NUMBER OPC 300785 - REVISED CAPE CANAVERAL DEFERRED TAXES 



RESPONSE PROVIDED IN OPC 6th Set POD No. 62 

Deferred Tax Balance 
CPI AFUDC Debt Accel. Depr. 

GRneraton Transmission Total Generation Transmission Total Generation Transm Total 
Balance begin of period 
Balance begin of period 
Annual Deferred Adjustment 
Deferred Tax Amount-Annual 
June 
July 
Aug 

I Sept 
Oct 
Nov 
Dec 
Jan 
Feb 
Mar I Apr 

26,937,285 
0 

26,853,106 
26,768,927 
26,664,748 
26,600,569 
26,516,390 
26,432,211 
26,348.032 
26,166,632 
26,025,233 
25,863,834 
25,702,435 
25,541,035 

342,460,437 

275,444 27,212,729 (9294.870) 
0 0 

274.297 
273,149 
272,001 
270,854 
269.706 
268.558 
267.41 1 
265,230 
263,049 
260.869 
258,688 
256.508 

3,475,764 

27,127,403 (9,269,051) 
27,042,076 (9,243,490) 
26,956,749 (9,217,929) 
26,871,423 (9,192,369) 
26,786.096 (9,165,808) 
26,700,769 (9,141,247) 
26,615,443 (9,115,686) 
26,451,862 (9,090,125) 
26,288,282 (9,064,564) 
26,124,703 (9,039,003) 
25,961,123 (9,013,442) 
25,797.543 (8,987,881) 

345,936,201 (116,836,465) 
26,610,477 

I Average Deferred Tax Balance 

0.98102200 

26,105,463 

(32,066) (9,326.936) (135,426,492) (1,493,054) (136,919,546) 
0 

(32,033) 
(31,966) 
(31,899) 
(31,832) 
(31,766) 
(31,699) 
(31,632) 
(31,565) 
(31.498) 
(31,432) 
(31,365) 
(31,298) 

(412,051) 

(9.301.084) (135,497,509) (1,507,217) 
(9275.456) (135,857.930) (1,520,066) 
(9249,828) (136,216,444) (1,532,915) 
(9.224.201) (136,574,M) (1,545,765) 
(9,196,574) (136.932.519) (1,558,614) 
(9,172,946) (137,290,382) (1,571,463) 
(9,147,316) (137,648.146) (1,584,312) 
(9,121,690) (138,011.793) (1,597,880) 
(9,096,082) (138375,414) (1,611,448) 
(9,070,435) (139,070,079) (1,625,016) 
(9,044,807) (139,433,504) (1,638,564) 
(9,019,179) (139,796,914) (1,652,152) 

(119.248.516) (1,786,131,671) (20,438,486) 
(9,172,963) 

(137,004,726) 
(137,377,996) 
(137,749,359) 
(138.120.310) 
(138,491,133) 
(138,861,845) 
(139,232,458) 
(139,609,673) 
(139,986,862) 
(140,695,095) 
(141,072,088) 
(141,449,066) 

(1,806,570,157) 
(138,966,935) 

(121.529.421) 

0.98102200 0.98102200 
- 

(8,998.878) (136,329.621) 

(1 19,223,036) 

OPC 300785 
FPL RC-12 
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Florida Power a Light Company 
Docket No. 120015-El 
OPc's Twelllh Set of Interrogatories 
Interrogatory No. 254 
Page 1 of 1 

Q. 
Smart Grid Technologies. Refer to FPL's response to OPC Interrogatory No. 128 and MFR 
Schedule B-7. 

a. Referring to MFR Schedule B-7 and using column 4 (beginning plant balance) as the starting 
point, please provide a breakout of the various plant accounts in which the $192.3 million 
capital portion of the Department of Energy (DOE) reimbursement is reflected in the 2013 
test year. 

b. Please explain why the distribution of the $192.3 million reimbursement among the various 
plant accounts is not reflected in column 7 - Adjustments and Transfers of MFR Schedule 

c. Please clarify whether the $7.7 million O&M reimbursement is reflected in the revenue 
requirements for the 2012 prior year. If so, identify exactly where the breakout of the $7.7 
million is reflected in the Company's filing. If not, explain fully why not. 
Referring to FPL's response to subparts b. and c., please explain fully and in detail why only 
$35 million of the $453 million spent to install the 3 million meters was reimbursed as part of 
the $200 million DOE grant. Explain fully why the entire $200 million reimbursement was 
not applied to offset the $453 million cost of installing the 3 million meters. 

e. Please explain fully and in detail whether the remaining $165 million DOE grant has been 
applied (or will be applied) to offset the $229 million estimated cost of installing the 
remaining 1.5 million meters by the end of 2013. If so, provide detailed calculations which 
show how the $165 million is applied. Ifnot, explain fully why not. 

f. Please provide detailed calculations which quantify how the forecasted amount of plant in 
service related to the installation of the 4.5 million meters (net of DOE reimbursement) was 
derived. In addition, reconcile the result of these calculations to the amounts shown on MFR 
Schedule B-7, page 4, line 14 (AMI Meters). 

g. Referring to subpart f. above, please. identify and provide similar detailed calculations which 
quantify how any capital costs associated with the meter installations are reflected in the 
2012 prior year revenue requirements. 

h. Refer to FPL's response to OPC Interrogatory No. 128, page 3 of 3, Note 1). Please quantify 
the Company's statement that a credit of $115 million is reflected on MFR Schedule B-7, 
page 4, line 14. Show detailed calculations. In addition, please explain fully and in detail to 
what the remaining credit of $24 million ($1 15 million - $91 million) relates. 

i. Refer to FPL's response to OPC Interrogatory No. 128, page 3 of 3, Note 2). Please provide a 
specific explanation of the Company's statement that "FPL did not forecast the associated 
plant-in-service additions associated with the forecasted $91 million capital reimbursement 
from the DOE. Therefore, plant-in-service is understated by this amount for the 2013 Test 
Year". Provide calculations that show how plant was understated and explain in detail why 
and how this would result in an understatement of plant. 

B-7. 

d. 





O d d  No. 12W15EI 
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Exhibl K015 .  Page 18 of25 

to be applied to accelerated deployment of smart meters. These documents further specify 
that the remaining $165 million was to be applied to fully fund the proposed grant 
incremental projects. The grant incremental projects were smart grid related projects FPL 
had not planned in the areas of transmission, distribution, industrial class smart meters, home 
area networks, web portal, and the aforementioned $35 million acceleration of the residential 
smart meter deployment. This is consistent with Marlene Santos' testimony and Staffs 
recommendation in Order No. PSC-10-0153-FOF-E1, page 169. 



e.  The remaining $165 million DOE grant will not be applied to offset the $229 million 
estimated cost of installing the remaining 1.5 inillion meters by the end of 2013. As 
described above in response to d, FPL will apply the $165 million DOE grant funds to the 
grant incremental projects. 

See Attachment No. 2. As reflected in FPL's response to OPC's Sixth Set of Interrogatories 
No. 128, FPL did not forecast the associated plant in service additions associated with the 
forecasted $91 million capital reimbursement from the DOE. Therefore, plant in service is 
understated by $91 million for the 2013 Test Year. In addition, in preparation of this 
response, it was determined that FPL overstated reimbursement from the DOE of $8 million 
in October 2011 and reflected this amount, along with the $1 15 million discussed in parts h. 
and i. below totaling $123 million, as a reduction to the plant-in-service balance for AMI 
Meters. See line titled "ESF AMI Meter Reimbursable" in the Attachment 2 that totals the 
$123 million. The $8 million should not have been included in the filing as all DOE 
reimbursements were reflected on FPL's books as of September 201 1, therefore, plant in 
service is also understated by $8 million for the 2013 Test Year. 

g. See Attachment No. 3. Note, this calculation utilizes a pre-tax cost of capital based on the 
after-tax weighted average cost of capital reflected on MFR D-la for the 2012 Prior Year, 
which includes an ROE of 11 .O%. 

f. 

h. & i. See Attachment No. 4. As of September 30,2011, Account 107.050 has a $1 15 million 
credit balance of which $91 million related to DOE reimbursements not yet applied as 
Contribution in Aid of Construction against capital expenditures associated with Energy 
Smart Florida (ESF) projects. The approximate remaining amount of $24 million does not 
relate to the DOE reimbursement and is mainly related to capital projects that have not yet 
been classified to specific plant accounts, but are identifiable at the functional level. See 
Attachment No. 4. In FPL's forecast for this proceeding, the $115 million, plus the $8 
million described in part f above, was closed to plant in service to AMI Meters (MFR B-7, 
page 4 of 6,  Line 14) over the period October 201 1 through December 2012 and has a zero 
balance as of December 2012 (see Attachment No. 2 that shows how the total $123 million 
was applied). The proper treatment of the $1 15 million in the forecast would have been to 
close out the $24 million of CWIP credits to the appropriate plant in service functions, 
unrelated to ESF, and apply the $91 million of DOE reimbursements to the proper plant 
accounts. However, as indicated in part f, FPL did not forecast any capital expenditures for 
projects that are expected to be reimbursed by the DOE to offset the $91 million of DOE 
reimbursements included in the forecast, therefore, FPL has understated plant in service by 
this amount. FPL will reforecast the proper treatment of the $1 15 million credit, including 
all associated depreciation and other related impacts, and produce a revised MFR B-7 for the 
2013 Test Year, which it will include as part of FPL's filed rebuttal testimony. 



Docket No. 120015Ei 
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j. & k. The $3.8 million amount is reflected in working capital in Account 253, Deferred Credits, 
on line 23, page 3 of 5, on MFR B-17 for the 2013 Test Year, represents the deferral of DOE 
reimbursements awaiting to be applied as an offset to the incremental O&M expense incurred 
on ESF projects as of September 30, 2011. The forecasted deferred credit remained in the 
forecast from September 30,201 1 through December 31,2013. It should have been reduced 
over the period of October 2011 through December 2012 as O&M is spent. Therefore, 
working capital needs be increased to remove this deferred credit. In addition, FPL did not 
forecast any incremental O&M expenses for projects that are expected to be reimbursed by 
the DOE for the period October 2011 through December 2013, therefore, there is no 
adjustment required for O&M expense for either the 2012 Prior or 2013 Test Years. 



Application of DOE Grant to Capital Projects 
Attachment I 
Page I of 2 

IO12011 - 1212012 
Actuals as of Forecasted for 

Projects 9/30/2011 
Transmission Systems $ 38,503,218 
Distribution Systems 21,677,230 
Accelerated Smart Meter Deployment 34,249,398 
Customer Portal 1,224,886 
Commercial and Industrial Smart Meter Pilot 725,026 
Enhanced Performance and Diagnostic Centers 4,526,500 
In Home Technology Pilot 836,101 
Distributed Generation Pilot 410 

90,576,799 

Total 
5 38,503,218 

21,677,230 
124,826,197 

1,224,886 
725,026 

4,526,500 
836,101 

410 

Total Credits to Capital S 101,742,770 $ 90,576,799 $ 192,319,569 

(A) (6) 

Notes: 

(A) See page 2 for the application of the DOE reimbursement by plant account. 

(B) Entire amount was incorrectly reflected as an offset to Line 14 -AMI Meters on MFR 8-7, page 4 of 6, for the 
2013 Test Year, which was reflected in plant account 370. 
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Flonda Pwer  Light Company 
DDcXet NO. 120015-El 
OPCS 12m set of lnlenogatoner 
Question No. 254 pan (9 )  
Page 1 

(SWO) Folecasl Forecaa Focecasl Forecast Forecast Forec851 Forecast Fo-JI Forecasl Forecast Forecad Forecasl Forecast 2012 
Dec2011 Jan2012 Feb2012 Mar2012 Apr2012 May2012 Jun2012 Jul2012 Aw2012 Sep2012 0 ~ 1 2 0 1 2  Nov2012 Dec2012 13ModhAug 

Ending Plant in Sewice 

Plant Additions 14,416) 1,447 504 4,935 6.214 10.303 12,505 12,394 14,365 10,609 15,059 13,662 
AMI METERS 295,279 290.884 292,311 292,614 297,749 303.963 314,267 326,772 339.168 353,531 364,140 379,199 393,061 326,394 

Ending Accumulated Depreciation 

Mnlhly Depreciation Expense 1.587 1,579 1,585 1,599 1.630 1.674 1,736 1,804 1.676 1,944 2.013 2,092 
AMI METERS 41,654 43,441 45,021 46,606 48.205 49.835 51,509 53,245 55.049 56,925 56.866 60,682 62,973 51,878 

Net Plant in Sewice 
AMI METERS 253,425 247,422 247,290 246.209 249.544 254.129 262,758 273,527 284.117 296,€Q6 305.271 316,317 330.098 274,516 

Rate Base 274,516 
10.04% 

NO1 Required on Rate Base 27,570 
x Bad Debl and Reg Assess Fee Factor 1.00236 
Revenue Requirements on Rate Base 27.635 
Plus: Bwk Deprdalion Expense 1,587 1,579 1.565 1,599 1,630 1,674 1.736 1.804 1,676 1.944 2,013 2.092 21.119 

x Bad Debl and Reg AS-$ Fee Fanor 1.00236 
Revenue Requiremenb on Depreciation Exp 21,170 

x Pre Tax Rate of Return on Rate Base % 

2012 Capital Revenue Requiremeds 48,805 



OPC 12th Set Int No 264, SubpartH 
Attachment No 4 

FERC 107.060 8 107.160 Segmentation by Functlon 

Balance @? 9130111 

Nuclear Production 

Transmission Plant 

Distribution 

Energy Smart Florida - DOE 
Gther 

General Plant 

Balance @ 9/30/11 

5 (1 0,972,269) 

(618,751) 

(91.673.198) . .  
(1 4.436;0553 

$ (106,109,253) 

1,071,732 

(1 15.828.541) 

Less: DOE related (') 91.673.198 
Amounts incorrectly inlcuded in revenue requirements $ (24.155.3431 

"'Note the majority of dollars in each function is related to work orders that failed to unitize and are pending research 



Docket No. 120015-El 
Identified Adjustments Summary 
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Item 

FLORIDA POWER h LIGHT COMPANY AND SUBSIDIARIES 
SUMMARY OF 2013 TEST YEAR IDENTIFIED ADJUSTMENTS 

AdjurtmenWCorrections Affecting Company Per B w k  Amounts 
Category 
Affected 

~ 

NO1 &RE 

Pension Expense 
Credit 

Water Reclamation 
Ce~itaI Lease 

NO1 

Adjustment to pension expense credii in order to remove impact related to Sediin 420 
mnsfers. Based on history. FPL daes not plan on Section 420 transfers for at least the next 
few years. The forewsted pension asset balance assumed no transfers. therefme. no 
adjustment to rate base is required. 

Adjustment to Mecl the appropriate amount used lo  eliminate accumulated amortization 
associated with the water reclamation caoital lease w MFR D-1 b. RE 

- 

NO1 8 RB 

~ 

NO1 8 RE 

- 

RE 

__ 

NOI a RE 

Separation Fadon 

kmwtization of Gains 

RE 

- 
NO1 

FPL under-allocated coincident peak responsibility to retail rate classes in its calculation Of the 
jurisdictional separation factom. As a result. FPL understated the retail jurisdiction's share of 
total Company revenue requirements. 

Gain amortiation related to the sale of FPL's General Office and aviatiw assets was double 
counted. reyllting in an overstatement of the credit to FERC Account 41 1 bq approximately 
S2M and understating the assmlated regulatory liability by appmximately the same amxlnt. 

NO1 

- 
NOI a RB 

__ 
cost Of 

Cam1 - 

Denoli1 on Costs. 
Port Everglaaes 

DOE Grant ana AMI 
Melers 

Demolition costs associatea wtn lne Pon Everglades maerncat w p q ~ t  was rcarecny 
forecasted an CWlP eamcq AFUDC Tn s a m n l  shwla nave been reRw.4 as a debt 10 the 
dismantment resme. oeueasing tne 13-mwm average accumulated pmvison for 
depieciat on r o ~ e h o  pro@& foT 2013 13-MOntn Average for ra!s base MI unaerstatea 16b 

a) Cap tal expend tdes  asroclared wtn DOE grant was mol forecasted plant- n-servke s 
mderslaled S91M 
b) $3 7M aswaated with OhM propcts 10 ce rambined 01 tne DOE was irriJded n wrK,ng 
capdzl. rrnoch sho-ld have been zem by 12/31/2012 
c) DBp(g~lton expense was maerSPted oy 57 6M ade Io pant-in-sen ce unders1a:smsnt 
d) Overslaled re8mbursemenl f a n  the DOE casing Pam- n-sewca 10 ce xderstalea oy 56M 

cost of Removal. Cost of remval of appoximately $9 9M for Smart meters was included as an addltm 10 plant- 
In-service instead of a debit to accumulated depreoatlon reserve. resulting !n an overslatemen1 
of depreciatwn expense by aDDroxlm8tel~ SO 7M m lhe 2013 Test Year 

Long-Tsrm Disability 
snd pDst Retirement 

Liabi,nles 

Long Term Disability and Post Retirement Llabilw for the 201 3 Test Year was forecasted 
incorrectly. Expense related to the LTD i n m e  replacement prtion of Long Term Disability is 
now insured and paid through premiums and was improperly crediied to the mwthly Long Tern 
Disabilily bslanca. The Post Retirement liability does n d  reflect a change in retiree life benefir 
approved by management before completion of the forecast. Rate base is understated by 
approximately SlO.6M. 

Separation Fador. 
Seminole 

rransmissiw N e M  
Sewice Credit 

Ft, cc 
:orecast Adjustments 

~~~~~~~~~~r 
Demsits 

It was determined that FPL incorrectly assigned a separatim factor of 100% wholesale related 
to S6.8M of biil credRP vhi ih  are applied to Semimole's Tmsmis ion Service Bill. Since these 
credits represent FPL payments to Seminde for network assets that benem all transmission 
us-, th- payments Should have been charged to expense and allocated to bdh retail and 
wholesale customem. The correct separation factor to be applied to th- payments in the 
2013 test year is 89.4724% 

FPL classified $1 SM of forecasted rotor expenditures associated with Ft. Lauderdale CCs as 
Sanford Unit 3. and then immediately retired it. This understated plant-in-sewiw. accumulated 
bpreciation and depreciation expense. 

Changed in the customerdepasil rule was approved by Commission in M a y  2012, 1-ting 
customer interest rates from 6 and 7% to 2 and 3%. 

Tolal dbllea sa es amount 1s wnea b l  lhe split cetWeen wholesalt) and (eta11 was n m m  
.no.lled rela I reven~es and DyoIslatea o x  retail revenue mqu remenis m the test 

Impact on 2013 
Retail Revenue 
Requirements 

ncrearel(Decrease 
(I millions) 

($0.6) 

($2.9) 

$0.6 

$0.4 

$1.9 

SO 6 

$17.2 

$1.1 

($1.7) 

$6.1 

$0.1 

($17.2) 
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Category 
Affected 

RB 

NO1 

NO1 

RB 

FLORIDA POWER h LIGHT COMPANY AND SUBSIDIARIES 
SUMMARY OF 2033 TEST Y E A R  IDENTIFIED ADJUSTMENTS 

Impact on 2013 
RePil Revenue 
Requirements 

Item Increarfd(krease) 
No. Item AdjustmantslComctions Affecting Commi%sion Adjustments (I millions) 

cDst of Cost of removal of approximately 572M for nuclear uprates was removed as pall of nuclear 

base rate k m s .  

Exewtive It was determined that the Afiliate Allacalion rates M i  upon to develop the 201 3 Test Year 

Amiiate Allccatwn Compensation adjustment to be overstated by 50.9M. 

Executive While calculating the Commission adjustment to remove executive incentive wmpenraticn from 
Commission Adj. - the 2013 test year, FPL inadvertently failed to remove the nonexecutive performance shares 

Non-Exec Comp Exp portion of the adjustment thus overslating compensation expense 

CWlP - Riviera Commission adjustment for CWlP eligible for AFUDC on MFR B-2, page 1, line 30, d u m n  3 is 

13 NYdea, uprate Commission adjustments on MFR B-2 that should not have been remved as they are 57.4 

14 Compensatim Adj - Execuiive Cmpensatlon adjustment were not the final rates. This caused the Executive $1~0 

15 (50.7) 

(50.5) Mndemkation Projed understated. therefore the 13 month-average rate base is overstated - W 6 M  

Cateaory 
Affected Item No. Item 

Capital RBCOYery 
NOI&RB 17 SChedules 

Adjustmentsrcorrections Affecting Company Adjurtmenta 

FPL inappwopnately included land, plant account 310, as part of its calculation of unrecnvered 
investment in its request for a capita recovery Lchedule for Cutler Common and Port 
Evemlades Unit 1 d 171k and 5.3M. respectiely. These amounts need to be removed from 
FPCs capital remvery sdledule calculations. Also. remove the depreciation expense 
associated w i t h  the adiustment revenue rwuirsmsnt i m m d  of S5k. 

lmpacton 2013 
Retail Revenue 
Requirements 

Inersassl(Decrease) 
(I millions) 

category 
ARected ItemNo. Item AdjustmanWCorrections Affecting Canaveral Step Increase 

NOi a RB 18 
Starting plant-in-service balance in Canaveral Step Increase Schedules is 59.5M higher than 
fo-st. Whid also impaded depreciation expense ana the amount of ADIT imluded as a 
wmwnent of rate base. ~~~-~~~ 

(SO. 1 ) 

Impact on 
June 1,2013 

canavera1 step 
l"Cma= 
Revenue 

Requirements 
I"CmaSd(DeCmaSe) 

(0 millions) 

($1.8) 

5 - 112.6 I 

W C R E A S E  ($1.8) I 

&w 
FPL incorredly clasrlfled 53.5M for a certain CWlP projed as General piant instead of Distribution plant in the 2013 Test Year. The jurisdictional factw for General 
Plant is 0,984797 and Distribution plant is 1 .OOoO. The impact to FPL's 2013 lbmonth average rate base is an increase d 553k. Due to immatetiality. the effect on 
FPL's 2013 revenue requirements was nd included in the Ida1 change r e w e d  abve.  



Florlda ~ w s r  b Ligm Company 
FortheYearEnded December31,2010 

Analysis Based on DiversScatiOn Activiiy 

1 

2 

4 

5.6 
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On December 1.2010. FPL and KPB Finanus1 Corn. CKPB7 entered into 
a P h a s e  and Sale Apreement &ectivs December 31. 2010. Pursuant This is a tran58s110n that occurs e& year and is transacted to 
to the agreement. for a saie prim of 59OO.WO.000 FPL agreed to sel and minimize intsngiMes taxes. It cannot be perhrmed a% readily by a thi 
KP0 agreedto purchhaseecartain ieeNilt4esfor an 5900.000.000 party without saorking -nomic value. 
p m i m p I  note. 

FPL 8 KPB entered into a Purchase and Sale Aareement eRRtive 
~anuary 4.2010. Punmm to ths agreement, for a sals prim of 
5900.020.000. KPB agreed to rdl and FPL agreed to purchase the above ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ * ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ y  a th 
items in exchanpc f a  the cmdlatim of KPEs indebtedness (as 
evidenced by KPBP December 31,2008. 5900.000.000 Purchase Mmay 
Note). and a cash payment of $20,000. 

This is the NenEra Tax Alo~ation Agreement It is amended each time Not a bDI. ~ o y T c B  BgrRtmenl. 
there io a channs in mrpwate st~ldure. 

In Jub 2010. FPL enbred in to an ag-ent with FPL Readi Power, LLC Ths documsntatsn ofthe role source dm'sim was provided in FPL'! 
10 purchase (2) gematOn wim liquid pmpans tanks and fuel for the response to OPC Flrst Request fw Prcducdon of DmUmMb. Querti8 
hurricane shelters at FPCs Turkey Point Plant. No. 5. 

FPL started a pjed CAM Fvhure Enterprise Netrvork hhitesture FPL pmvided SMCient information on the UY 04 wmpetiwe bids ar 
CFENA'). The objective of this pmjed is to mDdernlzc FPL's tel-m mmet wmpariaons which fam the support of all of FPL's tnnsadioi 
n w r k  and evcntuaty remwe manufastud diswntinued legacy with Fibernet The documentation of the sols source decision was 
equipment on Wsh m ' c e  pmnUy rider. pmvided in FPLs mponse to OPC First Request for PmduNm of 

Documents. Question NO. 5. 

KPB Financial COQ. 

KPB Financial COQ. 
sacrirhingKonomic value'. 

Energy' In'' 

FPL Resdi Power. LLC 

FPL Fibemet LLC 

A $56 million Line of Credit CLOC.) was obtained fmm NenEra Enemy 
CaniW Holdinor. lm. on December 12.2008 10 ensure adeouate fundim 

Synopsis of ContRct 

NextEraEnemy 
PowetMarketing. LLC 

such, FPL m longer has any direct interest in NED. 

(1) M1 March 11m. 2010, FPL and NextEra Enemy Marketing. LLC 
mt& into a 'RenevaMe Energy' agreement 1,818 Green% Energy 
Certfiable Rnwrablc E m  Cred* (RECS) were 
Llght(FPL)at$O.OO.The REC~werrhomtheWotageYearof2010. The 
donated RECs WNO uwd to nduco the caw" emissions a s d a t e d  to 
the H d a  Classic avent heM on February 28th through MWdl6th. 2011. 

Florida P m r  8 io ~ no ,,anlfer of energy wts to FPL 

was availaMe lo FPL NED to fund W i r  share of the impmvementr 
On June 1.2011. NED WBS transferred to New 

Hampshire Tranmissbn. LLC a subsidiary of NextEia Energy. lnc. Ar 
Thil is nnancin~ gement not LDle y)y,ce wnbad 

Capital Holdings. Inc. 
NenEn Enemy 

(2) On Odobw 1Mh. 2010, FPL and NextEra Enemy Mluketing. LLC 
entad into a 'Renewable EnemV a.wcment 12.000 Green- Enemy 

NsXtEra Energy 
PowerMarketjng' LLc 

inaunnCe 
Company, Limited 

they are intended to padally Ornet electrid wnrumption (fmm fosvl 

(3) On November 10th. 2010. FPL and NaxtEra Enemy Marketing. LLC 
entemd intoa"Re-ble Enemf apreement 3.150 Gr- E n w y  
m a M  Renewable Enngy Credits (RECS) ware r d d  to Fkxida Power 8 
tight(~P~)at$0.00forthsVintageYsaFlof2011 82012. medonated 
RECswere usedforLEE0 Csdflcatin for JB Headquarters. SpcBcaty. 
they are intended to padany offset electrial wnrumptjon (fmm fmsil 

ge"eratbn)fortwo years. 

This is an~ccsltranrfer01energycditpto FPLfrom NEER. 

QaneratiOn) fMtW0 F n .  
The Palms lnruranca entity is used on an enterprise wide basis to 
manage risks a c m s  the entire Nsmra wganization. Palms Insunn 

W o n  d sel inburam risk a- the mliates and to asquire 
insurance and manage the remainder of dsk8 thmugh various third 
party insurance pmvidcrs. 

Pdmr InSUran- Company. Limited pmvide9 various lines of in*U=n- to ret individual insum- to pod a 
w w w e  to FPL. 

CemflaMe Ren-bla Energy CLg(RECn) ware sold to Flwidida P-r 8 

RECs were used for LEED &mation for JB Headquartem. SpeClCaly. 
Light(FPL)atSO,DOfor~VintagsYeanot2011 82012. Thisisa nowrtVanrferofcnemycredibto FPLfmm NEER 

pDwcr Ma*eting' LLc 
NenEraEnew 
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FLORIDA POWER 8 LIGHT COMPANY AND SUBSIDIARIES 

SUMMARY OF COST OF REMOVAL ADJUSTMENTS 
FOR THE 2013 TEST YEAR 

( S O O ~ S )  

NUCLEAR UPRATES 

Line Forecasted St. Lucie St. Lucie Turkey Point Turkey Point Total 
NO. Month Unit 1 Unit 2 Unit 3 unit4 Plant-in-Service 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21  
22 
23 
24 
25 
28 
29 
33 
34 
35 
36 
37 
38 
39 
40 
41  
42 
43 
44 
45 

Dec-11 
Jan-12 
Feb-12 
Mar-12 
Apr-12 
May-12 
Jun-12 
Jul-12 
Aug-12 
Sep-12 
Oct-12 
Nov-12 
Dec-12 
Jan-13 
Feb-13 
Mar-13 
Apr-13 
May-13 
Jun-13 
Jul-13 
Aug-13 
Sep-13 
Oct-13 
NOV-13 
Oec-13 

s 2,458 $ 
7,374 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 
9.832 
9,832 
9.832 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 
9,832 

4,541 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 
9,083 

s 

6,580 
13,160 
19,740 
27,620 
27,620 
27,620 
27,620 
27,620 
27,620 
27.620 
27,620 
27,620 
27,620 
27,620 
27,620 
27,620 
27,620 
27,620 
27,620 
27,620 
27,620 
27,620 
27,620 

s 

5.227 
10,454 
18,981 
27,074 
27,074 
27,074 
27,074 
27,074 
27,074 
27,074 
27,074 
27,074 
27,074 
27,074 
27,074 

5 2,458 
7,374 

16,412 
22,992 
29,572 
37,452 
37,452 
41,993 
46,535 
46,535 
51,762 
56,989 
65,516 
73,609 
73,609 
73,609 
73,609 
73,609 
73,609 
73,609 
73,609 
73,609 
73,609 
73,609 
73,609 

2013 - 13-Month Average S 9,832 S 9,083 S 27,620 S 26,451 S 72,986 
Retail Juris Factor 0.98194 0.98194 0.9 8 19 4 0.98194 0.98194 

2013 Retail Juris Amounts $ 9,655 $ 8,919 s 27,121 S 25.974 S 71,668 

2013 Test Year Adjustments $ 9,655 $ 8,919 $ 27,121 $ 25,974 $ 71,668 

(A) 

Noter: 
[A) Adjustment to add back cost of removal associated with nuclear uprates as they are a base rate related item. Amount 
was incorrectly removed from the 2013 Test Year as part of the nuclear uprate Commission adjustment reflected on MFR B- 
2, page 1, line 11. 



Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
28 
29 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41  
42 
43 
44 
45 
46 
47 
48 
49 
50 

- 
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FLORIDA POWER 8 LIGHT COMPANY AND SUBSIDIARIES 

SUMMARY OF COST OF REMOVAL ADJUSTMENTS 
FOR THE 2013 TEST YEAR 

($OOo's) 

SMART METERS 

Forecasted Accumulated Net Depreciation 
Month Plant-in-Service Depreciation Book Value Expense 

Oec-11 s 
Ian-12 
Febl2 
Mar-12 
Apr-12 
May-12 
Jun-12 
Jul-12 
Aug-12 
Sep-12 
oct-12 
Nov-12 
Oec-12 
Jan-13 
Feb-13 
Mar-13 
Apr-13 
May-13 
Jun-13 
Jul-13 
Aug-13 
Sep-13 
Oct-13 

Oecl3 
NOV-13 

2013 - 13-Month Average $ 
2013OeprExpense 

1,809 S 
2,348 
2,899 
3,348 
3,795 
4,253 
4,805 
5,358 
5,839 
6,391 
6,835 
7,419 
8,006 
8,602 
9,176 
9.665 

10,018 
10,363 
10,396 
10.396 
10,396 
10,396 
10,396 
10,396 
10,396 

9,893 $ 

1.804 S 5 
2,331 11 
2,869 14 
3,301 17 
3,728 19 
4,165 22 
4,692 25 
5,217 28 
5,668 30 
6,187 33 
6,595 36 
7,141 39 
7,686 42 
8,237 45 
8,763 48 
9,200 51 
9,500 53 
9,790 55 
9,767 56 
9,711 56 
9,655 56 
9,598 56 
9,542 56 
9,486 56 
9,429 56 

9,259 
5 647 

Retail luris Factor 0.99748 0.99748 0.99748 0.99748 
2013 Retail Juris Amounts S 9,868 $ (632) S 9,235 $ 645 

2013 Test Year Adjustments $ (9,868) $ 10.500 5 (645) 

(A) (8) (C) 

(A) Adjustment represents the removal of cost of removal incorrectly forecated as plant-in-service. 

(6) Adjustment represents the sum of $9,868 for the proper treatment of the cost of removal as a debit to 
accumulated depreciation reserve and $632 for the removal of depreciation expense amounts associated 
with the improper treatment of cost of removal as plant-in-service. 
(C) Adjustment to  remove depreciation expense associated with the improper treatment of cost of 
removal as plant-in-service. 
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FLORIDA POWER 8 LIGHT COMPANY AND SUBSIDIARIES 

SUMMARY OF DOE AND SMART METER ADJUSTMENTS 
FOR THE 2013 TEST YEAR 

($OOOs) 

Adjustments Adjustments Changes 
to t o  to 

Line AMI Meters Other Functions 2013 Test Year 
NO. (A) 18) 

1 
2 
3 
4 
5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Plant-in-Service - 13-Mo Avg 

Accumulated Depreciation - 13-MO Avg 

Net Book Value - 13-Mo Avg 

2013 Depreciation Expense 

$ 123,699 $ (24,978) 

(11,170) 549 

$ 112,529 $ (24,429) 

5 8,040 

$ 98,721 

(10.621) 

5 88,100 

$ 7,639 

[A) Details for adjustments related to AMI Meters are reflected on page 2. 
(B) Details for adjustments related t o  proper treatment of amounts incorrectly included in AMI Meters 
are reflected on page 3. 
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FLORIDA POWER a LIGHT COMPANY AND SUBSIDIARIES 

SUMMARY OF DOE AND SMART METER ADJUSTMENTS 
FOR THE 2013 TEST YEAR 

(foo0'S) 

Capital Non-DOE Additional Total Acmmulsted Net 
Line Forecasted DOE CWlP M e e d s  Credit Depreciation Book Value Depreciation 
NO. Month Credit Credit horn DOE to AMI on Total Cndit of Total Credit Expense 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

35 
36 

37 
38 
39 
40 
41  
42 
43 
44 
45 
46 
47 
48 
49 

Oct-11 S (2.903) S (8091 S (7.8701 S (11,5831 S 3 1  5 (11,551) S 1311 
Nov-11 (16,054) (4.4761 (7,8701 (28.4001 
Dec-11 (30,959) 
Jan-12 (45.8631 
Feb-12 (57.M21 
Mar-12 (67,102) 
Apr-12 (74,145) 
May-12 (79,896) 
1""-12 (84.1681 
Jul-12 (85,770) 

Aug-12 (86,972) 
5ep-12 (88.053) 
Oct-12 (88.9371 
NOV-12 (89,757) 
Dec-12 (90,577) 
Jan-13 (90,577) 
Feb-13 (90,577) 

Mar-13 190.577) 
Apr-13 (90,577) 
May-13 (90,577) 
Jun-13 (90,577) 
Jul-13 (90,577) 

Aug-13 (90,577) 
Sep-I3 (90,577) 
Oct-13 (90,577) 
Nw-13 (90,577) 
Dec-13 (90,577) 

18,6311 
(12,7861 
(15,903) 
(18,7071 
(20,671) 
(22,274) 
(23,465) 
(23,912) 
(24,247) 
(24,5481 
(24,794) 
(25.0231 
(25,252) 
(25,252) 
(25,252) 
(25,252) 

(25.252) 
(25,252) 
(25.252) 
(25,252) 
(25,252) 
(25.252) 
(25,252) 
(25,2521 
(25,252) 

(7,8701 (47.4601 
(7.870) (66,520) 
(7.870) (80,814) 
(7.8701 (93,6801 
(7.8701 (102,685) 
(7,870) ~110,0401 
(7,870) (115,503) 
(7,870) (117,552) 
(7.870) (119.089) 
(7,8701 (120,472) 
(7,870) (121,601) 
(7,870) (122,650) 
(7,8701 (123,6991 
(7,8701 (123,6991 
(7,870) (123,699) 
(7,870) (123,699) 
(7,870) (123,699) 
(7,8701 (123,6991 
(7,870) (123.699) 
(7,870) (123,699) 
(7,870) (123,699) 
(7,870) (123,699) 
(7,8701 (123.6991 
(7,870) (123,6991 
(7,8701 (123,6991 

140 
345 
654 

1,053 
1,525 
2,057 
2,633 
3,244 
3,875 
4,516 
5,165 
5,821 
6,482 
7,149 
7,819 
8,490 
9,160 
9,830 

10,500 
11,170 
11.840 
12,510 
13,180 
13,850 
14,520 
15,190 

128,2611 1108) . .  
(47,115) 1205) 
(65.866) 1309) 
(79,761) (399) 
(92,154) (473) 

(100,628) 1532) 
(107,407) (576) 
(112,259) 16111 
(113,677) 16311 
(114,572) (5411 
(115,3071 (6491 
(115.780) (6561 
(116,168) 16621 
(116,549) (6671 
(115,879) (6701 
(115,2091 (6701 
(114.539) (6701 
(113,869) (6701 
(113,199) (6701 
(112.529) 1670) 
(111.859) (6701 
(111,189) (6701 
(110,519) (6701 
(109,849) (6701 
(109,179) (670) 
(108.509) (670) 

2013-13-MonthAverage S (90,577) S (25,252) S (7.870) $ (123,699) S 11,170 S (112,529) 

(A) (01 (CI (D) 

2013 Depr Expense S (8,0401 
Retail Juris Factor 1.WwOO 1.oooOOO 1.W0000 1 . o o M x ) O  1 . o m  1.wowo 1.- 

2013 RetailJurir Amounts S (90,577) 5 (25,252) S (7.870) 5 (123,699) S 11,170 S (112,529) 5 (8,040) - 
2013 Test Year Ad1 $ 90.577 $ 25,252 5 7,870 $ 123,699 $ (11.170) $ 112,529 $ 8,040 

IEI IF) (6) 

MQmi 
(A) Amount represents the capital portion of DOE grant monies received awaiting to offset various capital projects that qualify for 
reimbursement. 
(8) Amount represents CWlP activity that is not related to the WE grant. 
(C) Amount reprerents additional WE grant monies expected to be received. 
(D) Represents total credit incorrectly included in AMI Meters plant-in-service balance on MFR 0-7, page 4, line 14. 
(E) Adjustment to remwe total credit incorrectly forecasted as AMI Meters. 
IF) Adiustment to remwe accumulated depreciation associated with incorrectly forecasting the total credit as AMI Meters. . .  . . 

50 (G) Adjustment to remove depreciation expense associated with incorrectly forecasting the total credit as AMI Meters. 
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FLORIDA POWER 8 LIGHT COMPANY AND SUBSIDIARIES 

SUMMARY OF CUSTOMER DEPOSIT INTEREST CHANGE 
FOR THE 2013 TEST YEAR 

($000-s) 

2013 
Retail Juris Weighted 

Line 13-Month Cost cost of 
No. Class of Capital Average Ratio Rate Capital 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21  
22 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

LONG TERM DEBT 
PREFERRED STOCK 
COMMON EQUITY 

S 6,199,550 29.47% 5.26% 
0.00% 0.00% 

9,684,101 46.03% 11.50% 

1.55% 
0.00% 
5.29% 

SHORTTERM DEBT 360,542 1.71% 2.11% 0.04% 
CUSTOMER DEPOSITS 426,531 2.03% 5.99% 0.12% 
INVESTMENTTAX CREDITS 923 0.00% 9.06% 0.00% 

I 
DEFERRED INCOMETAX 
Totals 

4,365,176 20.75% 0.00% 0.00% 
S 21,036,823 100.00% 33.92% 7.00% 

As Filed Customer Deposit Ratio to  Total Capital Structure (Line 5) 

As Filed 2013 Customer Deposit Total Interest on MFR D-6, line 17 
Revised 2013 Customer Deposit Total Interest 
Change in Customer Deposit Interest 

2013 Per Book 13-Month Average -Customer Deposits on MFR D-6, line 15 
Revised Effective Customer Deposit interest Rate (Line 14 1 Line 17) 

Revised Effective Customer Deposit Interest Rate (Line 18) 
As Filed Effective Customer Deposit Interest Rate on MFR D-6, line 23 
Change in Customer Deposit Cost Rate (Line 20 -Line 21) 

2013 Retail Jurisdictional 13-Month Average -Customer Deposits (Line 5) 
Change in 2013 NO1 Deficiency (Line 22 x Line 24) 

Increase in 2013 Retail Jurisdictional Resulting from Rate Base Identified Adj 
Interest Change Impact on 2013 Identified Ad] (Line 11 x Line 22 x Line 27) 

Total Decrease in 2013 NO1 Deficiency (Line 25 + Line 28) 
Gross-up for 2013 Regulatory Asessment Fee and Bad Dedt 
Total Interest Change Impact on 2013 Revenue Requirements (Line 30 x Line 31) 

2.03% 

s 30,846 
10.262 

s 20,584 

s 515,139 
1.99% 

1.99% 
5.99% 
-4.00% - 

s 426,531 
s (17,043) 

~ 

s (17,192) 
1.00238 

5 (17,233) - 
Noter: 
(A) Identified adjustments for the 2013 Test Year reflected on KO-16 are calculated using FPL's 2013 weighted 
average cost of capital of 7.00%. This adjustment reflects the 4.00% decrease due to  the change in customer 
deposit interest rates approved by the Commission in May 2012. 


