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FPL’s Responses to SFHHA’s
First Request for
Production of Documents

(Nos. 50, 73, and 91)
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Florida Power & Light Company

Docket No. 120015-El

SFHHA's First Request for Production of Documents
Request No. 73

Page 1 of 1

Q.

Regarding Miranda at 12:3-14:22: Please provide all documents that discuss or relate to
efficiencies or scale economies achieved by replacing or upgrading equipment to conform to
NERC requirements that had to be replaced in order to either repair storm damage, or conform
with Order No. PSC-06-0351-PAA-EI, including all documents that discuss the effect of such
scale economy/economies or efficiencies on SAIDI ratings.

A.

None. To the best of my knowledge, FPL has no (0) documents that discuss or relate to
efficiencies or scale economies achieved by replacing or upgrading equipment to conform with
NERC requirements that had to be replaced in order to either repair storm damage or conform
with FPSC storm secure order.

SFHHA 001551
FPL RC-12
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Allocation of time for Shared Risk Management Directors and VP FPL Employees

(stated in Full-Time Equivalents (FTE)} - 2010-2011

Juno Risk Operations

EMT Emp - FTE % NEPM % FPL
EMT Emp EMT employees 2 - 2.00
FPLE employees 8 8.00 -
Total 10 8.00 2.00
80% 20%
Credit Risk Operations
EMT Emp FTE % NEPM % FPL
EMT Emp EMT employees 4 2.00 2.00
EMT Emp FPLE employees 11 11.00 -
EMT Emp Total 15 13.00 2.00
87% 13%
VP Risk Management
Direct Reports & Management
FTE % NEPM % FPL
VP Risk Mgmt 1 0.82 (.08
Assistant 1 0.92 0.08
Manager Structured Credit Risk - Juno (1) 1 1.00 -
Director Credit Risk - Juno (1) 1 0.80 0.20
Director of Credit Risk - Juno {1) 1 0.80 0.20
Sr Director Risk Operations & Credit 1 0.80 0.20
Manager Risk Operations -Juno (1) 1 0.85 0.15
Sr Director of Risk Qperations - Houston 1 1.00 -
Sr Director of Market Risk 1 0.95 0.06
Director Market Risk Operations 1 0.95 0.056
Manager of Market Risk 1 1.00 -
Director Credit Risk - Houston (1) 1 1.00 -
Manager of Compliance 1 0.90 0.10
Director of Retail Risk Management (GEXA) 1 1.00 -
14 12.89 1.11
92% 8%

(1) Reports to Sr Director of Risk Operations

Credit includes all employees (Juno & Houston) since credit is allocated across entities
Risk only includes Juno since the repsonsibilities are separate between Juno & Houston offices.

100%

No open pesitions to consider

50% 50%
Total includes Jessica Horan

SFHHA 005774
FPL RC-12
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Employee names have been redacted from the file titled “Risk Cost Allocation 2010-2011 VP and
Directors.xls” in order to protect the privacy of the individual employees. The information in the file on
the employees’ positions remains accessible, and the employees’ names are not relevant to the
allocation process.

SFHHA 005773
FPL RC-12
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Employee names have been redacted from the file titled “Systems time allocation 2010-2011.xIs” in
order to protect the privacy of the individual employees. The employees’ names are not relevant to the
allocation process. Each line item listed on this file represents a separate employee in Energy
Marketing & Trading, and is identified with the numbers 1 through 17 to facilitate references to the line
items.

SFHHA 005775
FPL RC-12
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FPL’s Responses to Pinecrest’s
First Set of Interrogatories,
(Nos. 4-7)
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Florida Power & Light Company
Docket No. 120015-El

Pinecrest's Firet Set of Interrogatories
Interrogatory No. 4

Page 1 of 1

Q. ‘

Please indicate the source and amount of all CIAC, and the purpose of each contribution, for the
period beginning January 1, 2007 through the present date. Where the purpose of a contribution
is for the construction or relocation of transmission or distribution facilities, please indicate
whether the contribution is made for the purpose of placing facilities underground.

A,

FPL objects to providing details on the requested CIAC amounts as to whether or not the
contribution was made for the purpose of placing facilities underground. FPL's accounting
records do not separately identify CIAC that relates to placing facilities underground. Therefore,
obtaining this information would require an enormous amount of time to review thousands of
transactions, all of which is irrelevant to FPL's current base rate proceeding.

Pursuant to FPL's objections to Pinecrest's First Set of Interrogatories and First Request for
Production of Documents filed July 18, 2012, and without waiver of such objections, see
Attachment No. 1 for all CIAC received by FPL from January 1, 2007 through June 30, 2012.
The amounts are segregated between operations and maintenance expense and capital, and for
those capital contributions received from customers, segregated by utility account.
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Florida Power & Light Company
Docket No. 120015-E}

Pinecrest's First Set of Interrogatories
Interrogatory No. 5

Page 1 of 1

Q.

Please describe FPL's method of charging overhead to customers contributing capital for capital
projects, including a description of what items are included in overhead for such projects and the
allocation percentage for each item of overhead. If FPL utilizes different methodologies
applicable to different project types, please explain each methodology and why a different
methodology is utilized.

A.

FPL charges overhead to all capital projects, regardless of whether the customer is contributing
capital for the work to be performed. The chart below lists the overheads that are applied to
capital jobs by sector (Federal, State, County/Municipal, and Private Citizen/Contractor), along
with the rates used in the test year. The Supervision and Support Loading Rate is charged to
Federal jobs in accordance with Title 23, Section 645.117 of the Code of Federal Regulations,
which allows for all indirect construction costs to be allocated to the job and subject to Federal
reimbursement.

Capital Overheads Project Type Rates
Federal State County/MunicipaI Private

—_——

Refer to Attachment No. I for a description of each of the overheads applied.
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Florida Power & Light Company
Docket No. 120015-E1

Pinecrest's First Set of Interrogatories
Interrogatory No. 5

Attachment No. 1

LOADING RATE DEVELOPMENT PROCESSES Page lof S

Pension, Welfare, Taxes and Insurance

PWTI is an acronym for Pension, Welfare, Payroll Taxes and Workers Compensation
Insurance.

Pension & Welfare -~ Recovers company dollars budgeted for current year for expenses
related to life, medical and dental insurance, thrift plan, and long term disability benefits.
Also pension, retiree medical, employee education assistance and benefit costs.

Calculation of rates:

» Funded pension and welfare costs are accumulated by work breakdown structure
(WBS) in SAP. The total expense for Funded Pension & Welfare is divided by
total payroll base (accounts 5260000 and 599XXX) to get to the overhead rate
component for Funded Welfare.

e The overhead rate component for Unfunded Service Costs is calculated by
dividing the sum of total pension service costs, retiree medical service costs and
post-employment benefit costs (each accumulated in a separate WBS) by the total
payroll base.

o The overhead rate component for Unfunded Benefits Costs is calculated by
dividing the sum of the pension credit and the retiree medical costs (each
accumulated in a separate WBS) by the total payroll base.

Taxes & Insurance — Recovers estimated company payments for social security,
Medicare, state & federal unemployment and workers compensation insurance.
Information is obtained from the Payroll Department and is based on wage type.

Calculation of rates:
1. Current Year FICA Rate and Amount

The Current Year FICA Rate is set to equal the Prior year’s effective rate.
However, the mechanics of the PWTI summary sheet require that a FICA
amount be input. Formulas for both are shown below.

a. Prior Year Effective FICA Rate = the sum of Medicare Taxes and Social
Security Taxes divided by Gross Payroll (Example: $13,022,484 +
$45,309,936 -+ $888,944,685 = 6.56%).

b. Current Year FICA Amount = Prior Year Effective FICA Rate multiplied
by Budgeted Payroll for the New Year (Example: 6.56% X $851,050,397
=$55,845,611).

2. Current Year FUTA Amount and Rate
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Florida Power & Light Company
Docket No. 120015-E1

Pinecrest's First Set of Interrogatories
Interrogatory No. §

Attachment No. 1

Page 2 of 5

. The Current Year FUTA amount is calculated by computing a “People Count”
(effective number of employees subject to the maximum tax during the year)
for the prior year and then multiplying that number by the Statutory Base Tax
amount and then by the Statutory Tax Rate for the new year. The mechanics
of the PWTI summary sheet require that a FUTA amount be input. Formulas
for both are shown below.

a. Prior Year “People Count” = Unemployment Limited Base Wages divided
by the Statutory Wage Maximum (Example: $79,553,320 +~ $7,000 =
11,365).

b. Current Year FUTA Amount = the Prior Year “People Count” multiplied
by the Statutory Base Tax amount and the Statutory Tax Rate for the new
year (Example: 11,365 X $7,000 X 0.80% = ~ $636,427).

¢. Current Year FUTA Rate = Current Year FUTA Amount divided by
Budgeted Payroll for the New Year (Example: $636,427 + $851,050,397 =
0.07%).

3. Current Year SUTA Amount and Rate

The Current Year SUTA amount is calculated by computing a “People Count”
(effective number of employees subject to the maximum tax during the year)
for the prior year and then multiplying that number by the Statutory Base Tax
amount and then by the Statutory Tax Rate for the new year. The mechanics
of the PWTI summary sheet require that a SUTA amount be input. Formulas
for both are shown below.

a. Prior Year “People Count” = Unemployment Limited Base Wages divided
by the Statutory Wage Maximum (Example: $79,566,244 + $7,000 =
11,367).

b. Current Year SUTA Amount = the Prior Year “People Count” multiplied
by the Statutory Base Tax amount and the Statutory Tax Rate for the new
year (Example: 11,367 X $7,000 X 2.70% = ~ $2,148,239).

c. Current Year SUTA Rate = Current Year SUTA Amount divided by
Budgeted Payroll for the New Year (Example: $2,148,289 + $851,050,397
= 0.25%).

4, Current Year Workers Compensation Amount and Rate
The Current Year Workers Compensation amount equals the Budgeted
amount. The mechanics of the PWTI summary sheet require that a Workers
Compensation amount be input. Formula for the rate is shown below.
a. Current Year Workers Compensation Rate = Budgeted Current Year

Workers Compensation Amount divided by Budgeted Payroll for the New
Year (Example: $9,320,753 + $851,050,397 = 1.10%).
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Docket No. 120015-E1

Pinecrest's First Set of Interrogatories
Interrogatory No. §

Attachment Ne. 1

Performance Incentive Page 3 of 5

Recovers the cost on the budgeted performance incentive for exempt employees. Itis
calculated by dividing the exempt incentive estimate by the exempt employee payroll,
excluding executive compensation.

Non-Preductive Payroll Rate

Non-Productive time is applied to FPL payroll in accordance with the PSC rule that
charges to affiliates must be at the higher of cost or market. To achieve this, FPL charges
fully loaded costs, which include the cost of non-productive time, such as vacation, sick
time, and other excused absences plus non-distributed (other earnings) such as relieving
time, shift differential, and merit pay. Employees whose time is recorded on daily time
reports have their non-productive/non-distributed rate charged directly to the same work
order and O&M accounts as indicated on their time sheets. The non-productive rate is
calculated based on wage type from information received from the payroll department,
and is applied to both straight time and overtime. Non-Productive time is a component of
the overall Administrative & General (A&G) overhead loading rate applied to productive
FPL employee payroll dollars. The rate is reviewed and updated annually.

Administrative & General Payroll (A& G Rate)

Recovers the Q&M payroll of corporate center staff and business unit staff.

Corporate Center staff includes Corporate Communications, Finance, General Counsel,
Human Resources, Information Management, Internal Audit, QPA, Regulatory Affairs,
and Resource Assessment. Business Unit staff includes Retail, Power Systems, EMT,
Nuclear, and Power Generation.

The Corporate A&G rate is calculated by determining the actual corporate O&M payroll
divided by total company payroll less corporate O&M payroll plus contractor payments.

This rate is applied to direct payroll, non-productive payroll, applied engineering, and
contractor payments.

The business units are requested to identify their staff groups. The business payroll rate

is calculated by dividing the business unit staff O&M payroll by total business unit
payroll less business unit staff payroll plus business unit contractor payments.

Administrative & General Expenses (A& G Rate)

Recovers the O&M expenses of Corporate Center and Business Unit staff. Costs relating
to the General Office and Juno buildings such as property taxes, property insurance,
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Pinecrest's First Set of Interrogatories
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Attachment No. 1; Page 4 of 5

electricity, depreciation, and return on investment. Also includes amortization and return
on investment relating to capitalized corporate software such as SAP.

Corporate Center staff includes Corporate Communications, Finance, General Counsel,
Human Resources, Information Management, Internal Audit, QPA, Regulatory Affairs,
and Resource Assessment. Business Unit staff includes Retail, Power Systems, EMT,
Nuclear, and Power Generation.

The Corporate A&G expense rate is calculated by taking the actual corporate O&M
expenses plus associated corporate costs divided by total company payroll less corporate
payroll plus contractor payments.

The business units are requested to identify their staff groups. The business expense rate
is calculated by dividing the business unit staff O&M expenses by total business unit
payroll less business unit staff payroll plus business unit contractor payments.

Supervision and Support Loading Rate

Supervision and support time is applied to FPL payroll in accordance with the PSC rule
that charges to affiliates must be at the higher of cost or market. To achieve this, FPL
charges fully loaded costs, which include the cost of supervision and support time. In this
case supervision and support time is a component of the overall Administrative &
General (A&G) overhead loading rate applied to productive FPL. employee payroll
dollars. Supervision and support payroll related costs applied to productive payroll and
charged to FPL affiliates or third parties. The total hourly payroll rates of the applicable
business unit’s exempt personnel are divided by the total hourly rates of the same
business unit’s line personnel (crews) to determine the supervisory rate. The total hourly
rate of the business unit’s non-exempt personnel are divided by the business unit’s line
personnel (crews) to determine the support rate.

Store Loading Rates

Stores Loading recovers the stores expense as well as the cost of truck stock for
distribution jobs. Stores Expense consists of the cost to operate the various Storerooms.
The Stores Expense is then allocated to all work orders receiving Materials & Supplies
(M & S) charges out of the storerooms. The allocation is on a year-to-date (Y-T-D) basis
to the eligible Y-T-D M & S base.

Calculation of rate:

Y-T-D Stores Expense = Rate
Y-T-D M & S issues

Numerator calculation:
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Attachment No. 1

YTD Stores Expenses Page 5 of 5

Denominator calculation:
YTD M & S issues = Operating Budget M & S Corrections &
Adjustments plus Issues plus absolute value of Returns plus absolute value of Salvage.

Engineering Overhead

The Engineering Overhead (“EQ”) pool was designed to capture the labor and other costs
associated with the design, engineering and support of capital jobs. For transmission and
distribution jobs, engineers and other support staff do not directly charge individual jobs;
rather their costs are tracked in an EQO pool and allocated to all capital jobs on a monthly
basis.

Calculation: To calculate the rate, divide the total dollars in the EO cost pool by the sum
of the eligible base (total capital and removal costs). This will give you the ratio, or rate,
of dollars in the cost pool to dollars in the total eligible base. This rate is then multiplied
by each individual job eligible base to allocate the dollars in the cost pool to the eligible
jobs.

For example: EO cost pool 1 has $100,000 in engineering charges at the end of the
month. The sum of the eligible bases of all jobs that receive engineering overhead from
EO cost pool 1 is $1,000,000.

Cost for Allocation/Sum of Total Eligible Base = Rate
$100,000/$1,000,000 = 0.10 or 10%

Application: Engineering overhead uses a year to date concept. This means that each
month the prior months applied engineering charge is reversed, the eligible base is
recalculated (to account for new charges, if any), the new rate is calculated and then the
current month’s engineering overhead application is made.
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Pinecrest's First Set of Interrogatories
Interrogatory No. 6

Page 1 of 1

Q.

Are customer contributions excluded from rate base and from operating expense?

A,

Yes. Customer contributions are reflected as an offset to plant-in-service and/or operating
expenses, depending on the nature of the activity requested by the customer.
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Florida Power & Light Company
Docket No. 120015-El

Pinecrest's First Set of Interrogatories
Interrogatory No. 7

Page 1 of 1

Q.

For each FPL employee providing public relations, communications, external affairs or lobbying
services, please indicate the total salary and overhead for said employee, indicate the percentage
and amount of said salary and overhead attributable to activities related to public relations,
communications, external affairs or lobbying, and indicate the amount of salary and overhead for
each employee attributable to said activities for which FPL is seeking recovery in customer rates
and charges. If any of said salaries and overheads that are attributable to any of said activities is
recovered in customer rates and charges, please explain why FPL should be allowed to recover
such costs from customers.

A,

FPL’s revenue requirements appropriately include the costs of communicating essential
information via mail, web and other channels to FPL’s 4.6 million customers and 10,000
employees. These costs, including salaries, materials and other overhead costs, total $6,779,101
during the test year. Additionally, FPL appropriately seeks to include the costs of employing
professionals who are responsive to the expectations and needs of local government leaders and
community interests. These salaries and overhead costs total $5,021,694 during the test year.
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Florida Power & Light Company
Docket No. 120015-El

Hendricks' First Set of Interrogatories
Interrogatory No. 1

Page 1 of 1

Q.

Please refer to the direct testimony of witness Avera, page 21, lines 19-20. Please explain in
detail why “FPL’s significant exposure to natural gas detracts from the Company’s credit quality
and should be considered in evaluating a fair ROE,” Note that on the next page (22, lines 14-16)
this witness states that “...FPL earns no return on fuel costs....” Fuel charges appear to pass
through to the ratepayers most of the fuel price risks with relatively minor financial impact to the
Company. In your response, please explain how you would calculate an estimate of the effects of
natural gas fuel price volatility on the Company’s cost of capital, given your planed risk
management strategies. If possible, provide a numerical estimate of the impact of natural gas
exposure on the Company’s cost of capital, comparing conditions before and after the Cape
Canaveral modernization project.

A.

As discussed in Dr. Avera’s testimony at 20-21, in recent years utilities and their customers have
had to contend with dramatic fluctuations in fuel costs due to ongoing price volatility in the spot
markets, and investors recognize the potential for further turmoil in energy markets. In times of
extreme volatility, utilities can quickly find themselves in a significant under-recovery position
with respect to power costs, which can severely stress liquidity. Moody’s recently concluded
that, “Should fuel and commodity costs rise, utilitics will face growing underfunded fuel
balances or potential rate shock issues when they seek to recover the higher costs. Liquidity
profiles could become strained.” Moody’s Investors Service, “US Regulated Electric and Gas
Utilities: Stable Despite Rising Headline Rhetoric,” Industry Outlook (Jan. 17, 2012). As a
result, investors recognize that exposure to volatile fuel costs detracts from credit quality and is
one consideration in establishing a fair ROE for FPL.

Dr. Avera has not conducted any studies or analyses to quantify the impact of exposure to fuel
cost volatility on FPL’s cost of capital; nor was such a study necessary to support his opinions
and recommendations in this case. Moreover, because the cost of equity is unobservable and can
only be estimated, it is generally not possible to precisely quantify the impact of individual risk
factors on investors’ required rate of return.
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Florida Power & Light Company
Docket No. 120015-El

Hendricks' First Set of Interrogatories
Interrogatory No. 2

Page 1 of 1

Q.

Please refer to the direct testimony of witness Avera on page 22, lines 12-14, where he states that
“... despite the significant investment of resources to manage fuel procurement, investors are
aware that the best FPL can do is to recover its actual costs.” Please explain, and quantify if
possible, the financial and other incentives that currently motivate Company efforts to manage
fuel costs. Comment on the adequacy of these incentives for the operating environment that you
expect in the next 5 to 10 years. Consider if they are likely to provide reasonable incentives to
encourage economically efficient use of various risk management strategies, which might
include financial hedging, long-term fuel supply contracts (including take or pay), and building,
investing in or contracting for additional natural gas pipelines and capacity enhancements
(including alternative routes) to supply the FPL territory.

A.

Dr. Avera’s testimony that investors recognize the complexities faced by FPL in managing fuel
procurement, including ongoing exposure to potential disallowances, was not based on any
detailed studies or analyses to review FPL’s fuel procurement and management activities; nor
were such studies necessary to support his evaluation and recommendations.
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Hendricks’ First Set of Interrogatories
Interrogatory No. 3

Page 1 of 1

Q.

Please refer to the direct testimony of witness Avera on page 83, lines 11-20, where he asserts
that the capital structure of a utility is relevant in assessing its return on equity. Exhibit WEA-15
describes the capital structure of “Electric Utility Operating Cos.”, but does not provide the
allowed ROE or the yield on Long-term Debt for these entities, which are required to understand
the relationship of their cost of capital to the ROE and capital structure proposed for FPL. ROE
and Yield data at the holding company level is not an adequate substitute for operating company
data. Please provide the allowed ROE and Long-term Debt Yield data for these Electric Utility
Operating Companies and for FPL at the same time period, using comparable assumptions.

A.

As discussed in Dr. Avera’s testimony at page 33, the accepted approach to estimate the cost of
equity is to apply quantitative methods to a proxy group of risk comparable, publicly traded
companies. The electric utility operating companies included on Exhibit WEA-15 do not have
publicly traded common stock and do not raise equity capital directly in the financial markets.
As a result, it is not possible to estimate investors’ required ROE directly for these companies.
Rather, Dr. Avera developed cost of equity estimate for the holding companies, because these are
the entities that actually raise common equity capital from investors. As a result, his analyses are
directly relevant to the issue of a fair ROE as it relates to the underlying capital structures of
these other operating utilities.

Dr. Avera has not compiled data regarding the allowed ROEs or embedded debt costs of the
individual electric utility operating companies listed in Exhibit WEA-15, as this information was
not necessary to support his analyses and conclusions. To the extent it is available, this
information may be obtained from the Form 10-K reports filed with the Securities and Exchange
Commission, which are publicly available at:

http://www.sec.gov/edgar/searchedgar/companysearch. htmlhttp://www.sec.gov/edgar/search
edgar/companysearch.html.
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Hendricks' First Set of Interrogatories
Interrogatory No. 4

Page 1 of 1

Q.

Exhibit WEA-11, Page 3 provides time series data for Allowed ROE, Average Utility Bond
Yield, and Risk Premium for the U.S. Electric Utilities industry in the period 1974-2011. Please
provide company specific yearly time series data on these metrics, over the same period using
comparable assumptions, for FPL and each of the individual Utility Operating Companies that
are listed in Exhibit WEA-15. Many of these operating companies have a substantial history, but
it is recognized that there will be blank cells where an operating company or its obvious
predecessor has not been in operation during all of this time period.

A.

Dr. Avera has not conducted any research study to compile allowed ROEs at the operating
company level; nor does he have the information in his possession necessary to develop the
requested calculations. Rather, as explained in his direct testimony (p. 65), he relied on average
allowed ROEs computed and reported on a consistent basis by an objective third party source
that is recognized in the utility industry and has been widely cited in regulatory proceedings.




Florida Power & Light Company
Docket No. 120015-El

Hendricks' First Set of Interrogatories
Interrogatory No. §

Page 1 of 1

Q.

Please refer to the direct testimony of witness Dewhurst on page 40, lines 16-22, where he
recommends that an equity ratio of 59.6% based on investor sources be approved, as it is
consistent with FPL’s practice for many years and with the ratio approved by the Commission in
2010. Exhibit Schedule D-2 provides a Five Year History of the FPL and Parent Company Cost
of Capital by Class. Please extend the yearly data as shown in Schedule D-2 back at least to 1990
to provide a more complete perspective on the history of FPL and the parent’s capital structure
and costs.

A,

Please see Attachment Nos. 1 and 2. Attachment No. 1 is MFR D-2 that was provided in the 2009
FPL rate case, and Attachment No. 2 is from the 2005 FPL rate case. The data goes back to
2002. FPL was not required to file MFR D-2 prior to the 2005 FPL rate case.
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100
OPC’s Responses to FPL’s

Second Set of Interrogatories,
(Nos. 13-19)
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by Florida Docket No: 120015-EI
Power & Light Company

/ Dated: July 30, 2012

CITIZENS’ ANSWERS TO FLORIDA POWER & LIGHT COMPANY'S SECOND SET
OF INTERROGATORIES TO OFFICE OF PUBLIC COUNSEL (NOS. 4-19)

The Citizens of the State of Florida, through the Florida Office of Public Counsel
(*OPC™) hereby submit their answers to Florida Power & Light Company’s Second Set of
Interrogatories (Nos. 4-19) to Office of Public Counsel.

All documents will be made available by OPC for inspection and review by FPL at Room
812, 111 South Madison Street, Tallahassee, Florida, during regular business hours, 8 a.m. to 5
p.m., Monday through Friday, as a mutually convenient time, upon reasonable notice of OPC’s
counsel.

OPC adopts and incorporates by reference, as though fully restated herein, all objections
listed in OPC’s Objections to Fiorida Power & Light’s Second Set of Interrogatories (Nos. 4-19)

dated July 18, 2012. OPC’s answer is without waiver of those prior objections.

120045 I—Innring Exhibits -.02935




13.

14.

15.

Regarding Witness Vondle: Please list the jurisdiction in which the alternative to the
Massachusetts Formula described on page 19 of Witness Vondle’s testimony has been

used as a general allocator.

ANSWER:
Mr. Vondle did not recommend another company’s or jurisdiction’s general allocation

formula, He recommended that one be developed specifically for FPL that is fair to the
ratepayers.

Regarding Witness Vondle (testimony page 20): Please explain in detail how an affiliate
would comply with all applicable federal financial accounting rules and yet overcharge

FPL for services that is provides.

ANSWER:

An affiliate could charge FPL the higher of market price or fully allocated cost.

Regarding Witness Vondle (testimony page 30): State whether any states other than

Texas and Maine require the use of commission-approved service agreements.

ANSWER:

Mr. Vondle did not survey other states for this engagement. Mr. Vondle did a recent
project in Maine in which affiliate contracts were a topic of interest. In Mr. Vondle’s
experience, affiliate agreements are both a good management practice and a good
regulatory practice.

e e — . 120015 Hearing Exhibits. - 02936



16.

17.

18.

Regarding Witness Vondle (testimony page 31): What is the market value to an affiliate

of using FPL’s name? As part of your answer, state how you calculated the market value.

ANSWER:

Mr. Vondle recommended that an independent firm be engaged to determine the market
value of affiliates using the FPL name,

Regarding Witness Vondle (testimony pages 34-35): State how the 20% increase in

charges to affiliates and 20% reduction to charges from affiliates was derived.

ANSWER:

It is an order of magnitude estimate based upon Mr. Vondle’s experience.

State whether Witness Vondle has ever proposed an across-the-board percentage increase
to a utility’s charges to affiliates before and, if so where? As part of your answer, state

whether the proposal was accepted.

ANSWER:

Mr. Vondle does not recall making a similar recommendation before.
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19.

State whether Witmess Vondle has ever proposed an across-the-board percentage decrease
to a utility’s charges from affiliates before and, if so where? As part of your answer, sate

whether the proposal was accepted.

ANSWER:

Mr. Vondle does not recall making a similar recommendation before.

Respectfully submitted this 30 day of July, 2012.

0 Pl
éosepz A. McGlothlin

Associate Public Counsel

Office of Public Counsel

c/o The Florida Iegislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400

Attorney for the Citizens
of the State of Florida
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OPC’s Responses to FPL’s

Third Set of Interrogatories,
(Nos. 20 and 22)
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by Florida Docket No: 120015-EI
Power & Light Company
/ Dated: July 30, 2012

CITIZENS’ ANSWERS TO FLORIDA POWER & LIGHT COMPANY’S
THIRD SET OF INTERROGATORIES (NOS. 20-27)

The Citizens of the State of Florida, through the Florida Office of Public Counsel {(“OPC”),
hereby submit their Answers to Florida Power & Light Company's Third Set of Interrogatories
(Nos. 20-27) to Office of Public Counsel.

All documents will be made available by OPC for inspection and review by FPL at Room
812, 111 South Madison Street, Tallahassee, Florida, during regular business hours, 8 a.m. to 5
p.m., Monday through Friday, as a mutually convenient time, upon reasonable notice of OPC’s
counsel.

OPC adopts and incorporates by reference, as though fully restated herein, all objections
listed in OPC’s Objections to Florida Power & Light’s Third Set of Interrogatories (Nos. 20-27)

dated July 20, 2012. OPC’s answers are without waiver of those prior objections.

INTERROGATORIES
20.  Regarding Witness Vondle: Please detail your experience with positive time reporting and

state why you believe it would benefit FPL

ANSWER:

Mr. Vondle has conducted dozens of work management and affiliate relationship related
consulting engagements. Time reporting has been an important element of each one. It is
Mr. Vondle’s opinion that positive time reporting is more accurate for cost accounting than
exception reporting. Therefore, Mr. Vondle has recommended that FPL adopt positive time
reporting for improved costing of its affiliate transactions for regulatory purposes.
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22.

Beyond the regulatory need for positive time reporting, Mr. Vondle is also of the opinion
that FPL could benefit from improved work management that is enabied by positive time
reporting, -

Regarding Witness Vondle at page 19: Your testimony states that newness and growth are
important cost drivers. Please explain how you would calculate such cost drivers and how

you would quantify such allocation factors.

ANSWER:

Mr. Vondle recommends that a new general allocation formula be developed that includes
appropriate elements recognizing that newness and growth are cost drivers, Examples of
newness and growth indicators are the amount and year-to-year growth rate of capital
expenditures and the year-to-year growth rate in revenues. There could be others.

120015 Hearing Exhibits - 02941




102
OPC’s Responses to FPL’s

Fourth Set of Interrogatories,
(Nos. 69-73)
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re; Petition for rate increase by Florida Docket No: 120015-EI
Power & Light Company
/ Dated: July 31, 2012

CITIZENS’ ANSWERS TO FLORIDA POWER & LIGHT COMPANY'S FOURTH SET
OF INTERROGATORIES TO OFFICE OF PUBLIC COUNSEL (NOS. 28-73)

The Citizens of the State of Florida, through the Florida Office of Public Counsel

(“OPC”) hereby submit their Answers to Florida Power & Light Company’s Fourth Set of
Interrogatories (Nos. 28 -73) to Office of Public Counsel.

All documents will be made available by OPC for inspection and review by FPL at Room
812, 111 South Madison Street, Tallahassee, Florida, during regular business hours, 8 am. to 5
p-m., Monday through Friday, as a mutually Convenient Time, upon reﬁsonable notice of QPC’s
counsel.

OPC adopts and incorporates by reference, as though fully restated herein, all objections
listed in OPC’s Objections to Florida Power & Light’s Fourth Set of Interrogatories (Nos. 28-73)

dated July 23, 2012. OPC’s answers are without waiver of those prior objections.

INTERROGATORIES

120015 Hpnring Exhibits - 02943_ ... ...



69,

70.

Regarding OPC witness Vondle (page 9): In Mr. Vondle’s experience, do single state

utility operating companies typically have a service company structure?

ANSWER:

Much of Mr. Vondle’s experience is with single state utility operating companies that are
part of larger families of companies that are served by a service company. For example,
Mr. Vondle recently conducted a management audit of Jersey Central Power & Light,
which is part of FirstEnergy, which has multiple single state utility operating companies,
unregulated subsidiaries and a service company.

Regarding OPC witness Vondle (page 9): Identify which single state utility operating

companies have a service company structure?

ANSWER:

Mr. Vondle did not conduct a survey identifying all single state utility operating
companies that have a service company structure, With the rise of large utility holding
companies, there are now many single state utility operating companies that are part of a
larger organization and are served by service companies.

17
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71.  Regarding OPC witness Vondle: Identify and describe in detail any and all instances in

which Mr. Vondle has testified as an expert witness on the basis of his review of a single

state public utility operating company. In your response, identify the utility company, the

proceeding, on whose behalf Mr. Vondle testified, and whether such utility company

employed a service company structure.

ANSWER:
The following table presents Mr. Vondle’s responsive experience, to the best of his
recollection.
Utility Company Proceeding Client Service Company Structure
Glacier State Rate Case, 1982, Alaska Attorne Glacier State received multiple
Telephone Docket Number General Y | affiliate services from several
Company Unknown service company-like affiliates.
Financial Crisis California Public PG&E did not have a service
Pacific Gas & Investigation, 2001, Utili company. The relationship
Electric Docket Number C 1y with the holding company was
ommission .
Unknown an issue.
Do not recatl the specific
Affiliate Interests Connecticut Energy East corporate structure
Southern Investigation, 2000, Department of at the time. The SCG
Connecticut Gas Docket Number Public Utility relationship with an
99-04-18 Control unregulated affiliate was the
issue studied.
This case was about 2
requested merger with Emera.
Maine Public Merger Case, 2010, Maine Office of The Poten-tial future afﬁliate
Service Company Docket Number Public Advocate relatmnshxps' were the issue,
2010-89 Emera uses its Nova Scotia
Power Company as a service
company.
EleBc&:i'li%oarnI;lIﬁ;?ne Reorganization Maine Office of This case was about thfa
Public Service Case, 2011, Docket Public Advocate requested addition of affiliates
P Number 2011-170 to BHE and MPS.
ompany ;
18
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Utility Company Proceeding Client Service Company Structure
Bay State is part of the
Bay State Gas Rate Case, 2009, Massachusetts N_lSource family. P.[owew.:r,
Company Docket Number Attorney General this case was about its capital
pany 09-30 y program, not affiliate

relationships.

Public Service

Do not recall the specific

Company of New | Merger Case, 1984, . . .
Mexico and the Docket Number New Mexico structures at the time. Th.1s
Attorney General | case was about future affiliate
Gas Company of 189172 lationshi
New Mexico relationships.
Guam Power Rate Case, 1995, Guam Public GPA is owned by the Guam
Authority Docket Number Utilities Government. Affiliate
94-001 Commission relationships was not an issue

72.  Identify any reports or documents that OPC witness Vondle reviewed other than FPL-

furnished materials in connection with his engagement in this case.

ANSWER:

Please see OPC’s answer to FPL Interrogatory 3 to OPC.

73.  Identify and describe in detail any instance in which OPC Witness Vondle as a expert

witness has proposed an adjustment to affiliate transaction costs in the nature of or

similar to his 20% adjustment. Include in your answer an identification of the utility

company in question, the proceeding, the client he represented, the basis for the specific

19
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amount of the proposed adjustment, and whether his proposal was accepted by the

regulator.

ANSWER:

Please see OPC’s answer to FPL Interrogatories 18 and 19 to OPC.

Respectfully submitted this 31st day of July, 2012.

r
%oséph A. McGlothlin

Associate Public Counsel

Office of Public Counsel

c/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400

Attorney for the Citizens
of the State of Florida

20
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OPC’s Responses to FPL’s

Sixth Set of Interrogatories,
(No. 835)
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by Florida Docket No: 120015-EI
Power & Light Company
/ Dated: August 7, 2012

CITIZENS’ ANSWERS TO FLORIDA POWER & LIGHT COMPANY’S
SIXTH SET OF INTERROGATORIES (NO. 85)

The Citizens of the State of Florida, through the Florida Office of Public Counsel
(*OPC”), hereby submit their Answers to Florida Power & Light Company’s Sixth Set of
Interrogatories (No. 85) to Office of Public Counsel.

OPC adopts and incorporates by reference, as though fully restated herein, all objections
listed in OPC’s Objections to Florida Power & Light’s Sixth Set of Interrogatories (No. 85) dated

July 30, 2012. OPC’s answers are without waiver of those prior objections.

INTERROGATORIES
85.  Regarding OPC witness Vondle’s testimony at page 37, please list decisions in which a
Commission has required compensations for the use of the utility’s name by its affiliates.
As part of your answer, please specify the jurisdiction, docket number, order number or

rule citation, as applicable.

RESPONSE:

Mr. Vondel is aware of the United Telephone v. Nichols, 546 So. 2d. 717, (1989), and
Orders Nos. 18939 and 19734 in Docket No. 870285-T1. Mr. Vondle did not research
other Commissions” decisions regarding compensation for the use of a utility’s name by
its affiliates for this case.
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Respectfully submitted this 7th day of August, 2012.

(P

Patricia A. Christensen
Associate Public Counsel

Office of Public Counsel

c/0 The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400

Attorney for the Citizens
of the State of Florida
2
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120015 Hearing Exhibits - 02950




104

OPC’s Responses to Staff’s
First Request for

the Production of Documents
(Nos. 1-3)
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

Inre: Petition for rate increase by Florida Docket No: 120015-EI
Power & Light Company

/ Dated: August 13, 2012

CITIZENS’ RESPONSE TO STAFF’S
FIRST REQUEST FOR PRODUCTION OF DOCUMENTS S.1-3
The Citizens of the State of Florida, through the Florida Office of Public Counsel
(“OPC”), hereby submit their Responses to Staff’s First Request for Production of Documents to
Office of Public Counsel (Nos. 1-3).
OPC adopts and incorporates by reference, as though fully restated herein, all objections
listed in OPC’s Objections to Staff’s First Set of Requests for Production of Documents Nos. 1-

3, filed on August 1, 2012. OPC’s response is without waiver of those prior objections.

DOCUMENTS REOUESTED

For the following questions, please refer to the direct testimony of OPC witness Helmuth Schultz

II:

1. Please provide all work papers, calculations, and source documents for Exhibit No.

HWS8-6 and HWS-7.

RESPONSE:

Please see OPC’s response to FPL’s Third Request for Production of Documents No. 8.

L. ____________________________________________________________________________ ]
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2, Please provide, in EXCEL format with formulas intact, showing the calculations for lines
1 through 16 in Exhibit No. HWS-6. In your response, please include the identification

and explanation of each input and assumption used.

RESPONSE:

Please see OPC’s response to FPL’s Third Request for Production of Documents No. 8.

3. Please provide, in EXCEL format with formulas intact, showing the calculations for lines
1 through 14 in Exhibit No. HWS-7. In your response, please include the identification

and explanation of each input and assumption used.

RESPONSE:

Please see OPC’s response to FPL’s Third Request for Production of Documents No. 8.

~
g ;6se’gh A. McGlothlin

Associate Public Counsel

Office of Public Counsel

c/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400
(850) 488-9330

Attorney for the Citizens
of the State of Florida

/e et
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105
OPC’s Responses to FPLs
Third Request for
the Production of Documents
(Nos. 8-9)

See also files on Staff’s Exhibit CD
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by Florida Docket No: 120015-El
Power & Light Company
/ Filed: July 30, 2012

CITIZENS’ RESPONSE TO FLORIDA POWER & LIGHT COMPANY’S
| THIRD REQUEST FOR PRODUCTION OF DOCUMENTS (Nos. 8-9

The Citizens of the State of Florida, through the Florida Office of Public Counsel
(“OPC”), hereby submit their Responses to Florida Power & Light Company’sThird Request for
Production of Documents (Nos. 8-9) to Office of Public Counsel.

All documents will be made available by OPC for inspection and review by FPL at Room
812, 111 South Madison Street, Tallahassee, Florida, during regular business hours, 8 a.m. to 5
p-m., Monday through Friday, at a mutually convenient time, upon reasonable notice to OPC's
counsel.

OPC adopts and incorporates by reference, as though fully restated herein, all objections
listed in OPC’s Objections to Florida Power & Light’s Third Set of Production of Documents

(Nos. 8-9) dated July 20, 2012. OPC’s response is without waiver of those prior objections.

i—-—-—w
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DOCUMENTS REQUESTED

8. Regarding Witness Schultz: Please provide all documentation, calculations, analyses and
work papers with formulas intact used to calculate your OPC’s requested adjustment to

! bad debt expense.

RESPONSE:
See documents in the folder OPC Response to FPL 3rd POD No. 8. Also see the source
documents shown on Exhibit HWS-9 attached to Mr. Schultz’ prefiled direct testimony.

9. Please provide copies of all invoices received from each witness who submitted prefiled

testimony or who will testify on behalf of Citizens/Office of Public Counsel.

RESPONSE:

See documents in the folder OPC Response to FPL 3rd POD No. 9,

; Joﬁh A. McGilothlin

Associate Public Counsel

Office of Public Counsel

c/o The Florida Legislature
111 W. Madison Street
Room 812

Tallahassee, FL 32399-1400

(850) 488-9330
Attorney for Florida's Citizens

L ______________________________________________________________________________ ]
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TARKIN & ASSOCIATES, DLLC

CERTIFIED PUBLIC ACCOUNTANTS
15728 FARMINGTON ROAD
LIVONIA, MICHIGAN 48154

PHONE (734) 522-3420
FAX (734) 522-1410

RECEIVED

JUL 06 207

OF
July 3, 2012 . PUBUS‘SSL%FSEL

invoice No. 4

State of Florida

Office of the Public Counsel
111 W, Madison

Suite 812

Tallahassee, FL 32359-1400

Florida Po!!vler & Light; Docket No. 120045-El ApRppyed o Py, Date:lﬁg/,
‘Billing for Professional Services Rendered through July 1, 2012, | »
e ——
Wh
Hourly Total

Hours Rate Amount
Hugh Larkin, Jr. 45.0 @ $ 130.00 $ 5,850.00
Helmuth W, Schuitz 130.5 @ $ 120.00 $ 15,660.00
Ralph C. Smith 0.0 @ $ 120.00 $ -
Donna M. Ramas . 95.5 @ § 120.00 $ 11,460.00
Mark S. Dady 116.0 @ $ 75.00 $ 870000
Christine Miller 12.0 @ $ 75.00 $ 900.00
John Defever 7.0 @ % 75.00 $ 525.00
Dawn Bisdorf 0.0 @ $ 45.00 $ -
Word Processing/Clerical 3.0 @ $ 20,00 $ 60.00
Total Professional 409.0 | $ 43,155.00
Expenses (See attached detail) $ -
Total Amount $ 43,155.00

OPCPOD3-9-012381
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Florida Power & Light

June 2012 (08/04/12-07/01/12)

Name Dale Cllant Case Work Description Hours Expenzes
H, Larkin 06/I04/12 FLOPC Floride Power & Light  Analyzed discovery 3.0
H. Larkin 0605112 FL OPC Florida Power & Light  Analyzed discovery 2.0
H. Larkin d6106M 2 FL OFC Fhorida Power & Light Anslyzed discovery 4.0
H. Larkin 081112 FL OPC Floride Power & Light Review discovery 3.0
H. Larkin 08/12/52 FLOPC Floride Power & Liphl  Review discovery 2.0
H. Lerkin 05/1312 FL OPC Floride Power & Lighl  Review discovery 5.0
H. Larkin 08/14M2 FL OPC Florida Power & Light  Review discovery 4,0
H. Larkin osar2 FL OPC Floride Power & Light  Work on issuas 4.0
H. Larkin os/20012 FL OPC Florida Powar & Light Work on lssues 3.0
H, Larkin osf21/12 FLOPC Florida Pewer & Light  Work on issues 2.0
H. Larkin os/22/12 FL OPC Fierida Powar & Light  Work on Issues 4.0
H. Larkin 06125712 FL GPC Florida Power & Light  Working Cepital issuas 4.0
H. Lerkit OB/26/12 FL OPC Florida Power & Light  Working Ceapital issuas 5.0
Total Hours 45.0
———
HW. Schulz 06/04112 FL OPC Floricda Power & Light Review respanses 1.0
H.W. Schuilz 06/05/112 FLOPC Florida Power & Light Reviaw responses 1.0
H.W. Schullz 06/08/12 FL OPC Froride Power & Light Review responses 1.5
HW. Schuttz 0810712 FL OPC Floride Power & Light Review responses & lestimony 8.0
H.W. Schultz 06110112 FL. OPC Florida Power & Light Revlew responses and filing 3.5
H.W, Schultz w112 FL OPC Florida Power & Light Revlew informallon; drall exhibits 12,6
HW. Sehultz 06H12/H2 FL OPC Florida Power & Light Raview informalion; draft exhii 1.0
H.W. Schuitz 0611312 FL OPC Florida Power & Light Review informallon; draft axhibits 4.0
H.W. Schuliz 64542 FLOPC Florida Power & Light Review informalion; drafi axhibits 10.0
H.W. &chultz 06/15r42 FLOPC Florida Power & Light Review Informalien; drafl axhibits, leslimony 8.5
H.W. Schultz 061812 FLOPC Florida Power & Light  Raview filing Information 2.0
H.W. Schultz 05/18/12 FLOPC Florida Power & Light  Review responses & fillng; draft leslimony 2.5
H.W. Schuliz 06H8aM2 FL OPC Florida Power & Light Review rasponses & flling; draft leslimony 2.0
H.W. Schuitz 0820112 FLOPC Florida Power & Light Review responses & fliing, draft testimony 5.0

OPCPOD3-2-012382
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H.W. Schullz
H.W. Sehaltz
HW. Schuliz
H.W. Schultz
HW, Schultz
H.W. Schultz
H.W. Schuftz
H.W. Schultz
HW., 8chuiiz

HW. Schullz

D. Remas
D. Ramas
D. Ramas
D. Remas
D. Remas
D. Ramas
D, Ramas
D. Ramas
D. Rames
D. Rames
0. Remses
D, Remes
D, Ramss
D. Rames
D. Ramas
0. Ramas

D. Ramas

M. Dady

M. Dady

M. Dady

082112

o&/22112

082312

0524112

062612

0872612

osrzThe

06/28M12

0512912

o702

060512

0610812

0e/10M2

08/11112

De/1212

08/1412

0a/16M2

06/18/12

Dergn2

Def20/12

D&f21M12

0er22/12

06123412

06f2512

DB/2712

o6r28i12

D6/28M12

oar4n2

06/06112

06/06/12

be07I2

FLOPC

FL OPC

FL OPC

FL OPC

FL OPC

FL OPC

FL OPC

FL OPC

FL OPC

FLOPC

FLOPC

FLOPC

FLOPG

FLOPC

FL OPC

FLOPC

FLOPC

FL OPC

FL OPC

FL DPC

FLOPC

FL OPC

FLOPC

FLOPC

FLOPC

FLOPC

FLOPC

FL OPC

FLCPC

FLOPC

Fl. OPC

Florida Power & Light
Fiorlde Power & Light
Florida Fower & Light
Florida Power & Light
Florida Powar & Light
Florida Power & Light
Florida Power & Light
Florida Power & Light
Florida Power & Light

Florlde Power & Light

Flarida Power & Light
Floride Power & Light
Florida Powsr & Light
Florida Power & Light
Floride Power & Light
Florida Power & Light
Florida Power & Light
Floride Power & Light
Floride Power & Light
Flarida Pows: & Light
Floride Powar & Light
Florida Power & Light
Florida Power & Lipht
Floride Power & Light
Florids Power & Light
Floride Power & Light

Florkle Power & Light

Florida Powsr & Light
Florida Power & Light
Florida Power & Light

Floride Powar & Light

Raview responses & filing; dreft \estimony
Revisw respanses & fitling; drait testimony
Review respanses & filing, dreft teslimony
Review response & filing

Review edils end responses

Review edits and resp

Raview edils and responses
Review edlts and responses
Review adits and reiponles
Ediis

Total Hours

Raview responses; coondinate case in-house

Review responaes; analyze information

Review responses; analyze information

Review responses; snalyze Info, participate In conferance call on project
stalus

Raview othar consultents draf§ testimony, review responces; analyze info
Call with group; review flling and responses; analysis

Work on teslimony & exhibits; enalyze info; discussion with cliant and
other consullanis

Work on teslimony & exhibiis, review responses

Work on testimony & exhibiis; anelyze Informaltion

Confarenca call with ciient to discuss ravenue Issuas, coordinate with
ROR wilnesses, review respenies, work on sxhibits

Woark on sxhibits and leslimony, analyze Informalion

Wark on schadules and exnibits, work on testimany, review responses
Analyze info, work on lestimony end exhiblts

Edit testimony; discussion with sther consultanls on case

Conferance calls; revise adjustments; coordinale with other consultants;
edits, eic, ’

Review lestimany and sxhiblis; ceordinate wilh consullents; review
responses, edits; raspond 1o Inguiries

More adits

Totel Hours

Raview responses and work on issue foldars
Raview respenses and Commission Order from 2010 rate case
Review responses end work on lssue folders

Revlew responzes end work on [ssue foiders

13.0
11.0
8.0

2.5

130.5

1.0
8.0

8.5

4.0
8.5
5.0
5.0
4.5
§.0
7.0
8.0

10.0

6.5

10.0

OPCPOD3-9-012383
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M. Dady
M. Dady
M. Dady
M. Dady
M. Dacdy
M. Dady
M. Dady
M. Dady
M. Dady
M. Dady
M. Dady
M. Dady
M, Pady
M, Dady
M. Dady
M. Dady

M. Dady

C. Miller
C. Millar

C. Miller

J. Dafaver
J. Dajaver

J. Defaver

K. Nismiec

06/08/M12

0s/0912

osHor12

06/11/12

oer2/12

061312

Dari4M2

0611512

o872

06/48/12

0s/19/12

0e/20M2

oe/21112

0e/22M2

06/2512

ogi2eri2

D&i27/42

Der2eM2

OBr2TH2

062812

08/21/12

os/22n12

0628/12

0g8/25M2

FLOPC

FLOPC

FL OPC

FLOPC

FLOPC

FL OPC

FL OPC

FLOPC

FL OPC

FL OPC

FL OPC

FLOPC

FLOPC

FLOPG

FLOPC

FL OPC

FL OPC

FL OPC

FL OPC

FL OPC

FLOPC

FL OPC

FLOPC

FL OPC

Florida Power & Light
Fiorida Power & Light
Flevida Pawer & Light
Flarlda Power & Light
Florida Power & Light
Flarida Pawer & Light
Florida Power & Liphi
Fiarida Power & Light
Fineida Power & Light
Floride Power & Light
Florida Power & Light
Floride Powar & Light
Florida Puulvnr & Light
Florida Power & Light
Florica Pawar & Light
Florida Powar & Light

Florida Powar & Light

Florida Pawer & Lighl
Florida Powar & Light

Flarlda Power & Light

Florida Powar & Light
Florida Powar & Light

Florida Power & Light

Florida Powsr & Light

Review ragpansss and wark on issue foldars

Reaview respansas and analyze issuas

Reaview rasponses and analyza lesuas

Conferance call; review responses & work an schedules

Reviaw respanset and work on schedulas
Review raspansas and wark on schedules
Raview ragporses and wark on schadules
Reviaw rasponses and work on schadules
Work on testimeny

Raview respanses

Work an tastimony

Woark an tastimony

Review responsas; work on lestimany
Reviaw rasponses; work on lestimany
Review rasponsas

Raview rasponsas

Edit lastimony

Tatal Hours

Raview raspanses, warkpapars; edil testimony; prepate exhibit

Edit tastimany; rasearch prior orders; taslimony; corferance call

Edit testimany, axhibita

Total Hours

Prepare schedules
Prapara schaduias
Reviaw taslimany

Total Hours

Word Processing - teslimany and exhieil

Total Hours

1.5
5.0
6.5
8.0
4.0
20
a5
8.5
5.5
2.0
2.5
7.0
2.0
8.0
4.0
0.5
3.0

116.0

OPCPOD3-9-012384
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LARKIN & ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANTS

June 3, 2012
Invoice No, 3

State of Florida

Office of the Public Counsel
111 W, Madison

Suite 812

Tallahassee, FL 32399-1400

P 11D

Florida Power & Light; Docket No. 120015-El

Billing for Profassional Services Rendered through June 3,2012; .

Hugh Larkin, Jr.

Helmuth W, Schultz
Ralph C. Smith

Dortna M. Ramas

Mark 8, Dady

Christine Mifler

John Defever

Dawn Bisdorf

Word Processing/Clerical
Total Professional
Expenses (See attached detail)
Total Amount

15728 FARMINGTONROAD

LIVONIA, MICHIGAN 48154

PHONE (734) 522-3420
FAX (734)522-1410

Ap7ved io Pey, Data

%
m;&z

k_/
Hourly Total

Hours Rate Amount
28.0 @ $ 130.00 $  3,640.00
25.5 @ $ 120,00 $  3,060.00

0.0 @ $ 120.00 $ -
33.0 @ $% 120.00 $ 3,960,00
80.0 @ $ 75.00 $ 6,000.00
1.0 @ $ 75.00 $ 75.00
7.5 @ $ 75.00 $ 56250

0.0 @ $ 45.00 $ -

0.0 @ $ 20.00 $ .
175.0 $ 17,297.50

s -

$ 17,297.50

OPCPOD3-9-012385
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Flarida Powar & Light

May 2012 (0430/42-080312)
Nama Data Chent Casa Wark Dascription Hours  Expantes
H. Larkin o081 NM2 FL CPC Florfida Power & Light Raview laslimony 4.0
H. Larkin osM 212 FLOPC Florda Power & Light Review laslimony 3.0
H. Larkin 051412 FL OPGC Florida Pawar & Light Review MFR 8.0
H. Larkin 051 BH2 FLORC Fiorida Power & Light Review MFR 4.0
H. Larkin 051612 FL OPC Flortda Power & Light Review MFR Al
H. Larkin 051812 FL OPC Florida Power & Light ~ Raview MFR 4.0
H. Larkin 0524112 FLOPC Florida Pawar & Light Prepara distovery 4.0
Total Hours 28.0
——————
H.W. Sehutiz o052 FL OPC Florida Powaer & Light Review rasponses 0.6
H.W. Schuitz 051612 FL OPC Fiorida Powar & Lighl Raview rasponses 1.5
H.W. Schullz 05HTH2 FLOPC Florida Power & Light Raviaw lesimony/respanses; draft discovery 8.0
HW. Schultz 05MBH2 FLOPC Flosida Power & Light Reviaw rasponsas; drafl discovary 5.0
H.W. Schullz 06/25M 2 FLOPC Florida Power & Light Review rasponses 2.0
H.W, Schultz 0528112 FLOPC Florida Power & Light Review responses; draft questions §.0
H.W. Schultz 05/3012 FL OPC Florida Powar & Light Review responsas 1.0
HW. Schutz U512 FLOPC Florida Pawsr & Light Revlew responsas 1.5
Total Hours 26,5
n——
D. Ramas D4/30/12 FLOPC Flords Powar & Light Download & review respansas 4.5
D. Ramas 05001112 Fl. OPC Florida Power & Light Dawnlvad & raview respanses; dalerrmine if defictent, pariicipate In 8.5
confarance call regarding responsas
D. Ramas 50212 FL OPC Florida Power & Light Reviaw rasporisas; participate in discovery cai; analyze Information; 8.0
Pprapare discovary
D. Ramas 05/03M12 FL OPC Fiorida Power & Light Edil discovary; reviaw responsas to discovery 4.0
D. Ramas 0500712 FL OPC Florida Power & Light Downioad and raview rasponses 3.0
D. Ramas 06/08/12 FLOPC Flotida Power & Light Review Informaton 1.0
0. Ramas 05/08/12 FLOPC Flarida Pawer & Light Raviow informalion; prapare data requast 1.5
D. Ramas 051412 F1.OPC Florida Power & Light Raviaw fils mamo sent by counsel; rasearch AMR Issua; propose 1.5
appmoach ip cltent
D. Ramas 0511812 FL OPC Flarida Power & Light Review ragponses 1.5
D. Ramas 05/18/12 FLOPC Fiorida Power & Light Review anc distribule files/discovery 1.0
D. Ramas o5R12 fFLOPC Florida Powar & Light Raview raspanses and filng 1.0
D, Ramas o532 FLOPC Florida Power & Light Discussions with clent & enginaers; review rasponsas; prepare data 2.6
raquests on overhaul lesus
Total Hours 330
—ma

OPCPOD3-9-012386
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M. Dedy
M. Dady
M. Dady
M, Dady
M. Dody
M. Dady
W. Dady
M. Dady
M, Dady
M. Dady
M. Dady
M. Dady
M. Deady
M, Dady

M. Dedy

C. Miller

J. Defaver

J. Defever

0501112

Q510712

oaranz

05/14112

051512

0EMB/M2

0sM1Tn2

05HBM2

052112

0522112

08/24112

05729112

052

Q83112

o8rin2

05/24/12

05712

051812

FLOFC

FLOPC

FLOPG

FL OPC

FLOPC

FLOPC

FL. OPC

FL OPC

FLOPC

FLOPC

FLOFC

FLOPC

FLOPC

FL.OPC

FLOPC

FLOPC

FLOPC

FLOPC

Florida Power & Light
Flofide Power & Light
Florida Power & Lighl
Florids Power & Lighi
Flonida Power & Light
Florida Power & Light
Florida Power & Light
Flonde Power & Light
Floride Power & Light
Floride Power & Light
Flofida Power & Light
Florida Powar & Light
Florida Power & Light
Floriia Power & Light

Florkla Power & Light

Fiarida Power & Light

Florida Pawer & Light

Fiorida Powar & Light

Revlew responses

Work on end review discovery

Work on discovary

Review fillng; work on discovery

Raview fillng end work on discovery
Reviaw fillng; work on discovary

Review rasponses and work on discovery
Review responses & work on discovery
Review rasponsas

Review responses

Review rasponses; work on tiscovery
Review responses and set up issus folders
Review rasponsas aad s&i up 155U foldors

Reviaw responses and sel up issus folders

Review updaiad accounting policles end proceduras

Tetel Hours

Prepsra data requests

Totsl Hours

Prepare discovery
Review schedule

Total Hours

50
4.0
3.0
4.0
4.0
&5
7.0
6.0
4.5

1.0

3.5

-

OPCPOD3-9-012387
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RECEIVED

LARKIN & ASSOCIATES WAY 04 2012

CERTIFIED PUBLIC ACCOUNTANTS

15728FARMINGTON ROAD OFFICE OF
LIVONIA, MICHIGAN 48154 . PUBLIC COUNSEL
PHONE (734) 522-3420

FAX (734) 522-1410

May 2, 2012
Ihvoice No. 2

State of Florida

Office of the Public Counsel
111 W. Madison

Suite 812

Tallahassee, FL 32399-1400

ARproved jo Pay.  Date, 52 i/ z;"'.'...— é

¢
SN
i

Pc 1D

/ iBi!Iing far Professional Services Rendered through April 29, 2012, ~— )
Hourly Total
Hours Rate Amount
Hugh Larkin, Jr. 0.0 @ § 130.00 $ -
Helmuth W. Schultz 6.5 @ §$ 120.00 $ 780.00
Ralph C. Smith A 0.0 @ $ 120.00 $ .
Donna M. Ramas ' 33.0 @ $ 12000 $ 3,960.00
Mark S. Dady 38.0 @ $  75.00 '$  2,850.00
Christine Miller 0.0 @ % 75.00 $ -
John Defever 0.0 @ $ 75.00 $ -
Dawn Bisdorf 0.0 @ $ 45.00 $ -
Word ProcessinglCIerIéal 7.5 @ $ 20.00 $ 150.00
Total Professional . 85.0 - $§ 7,740.00
Expenses (See attached detail) $ -
Total Amount $ 7,740.00

OPCPOD3-9-012388
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Florida Powsr & Lighl

April 2012 (0470211 2-04120/12)

Neme Data Cllerd Caa Work Osecription Hours Expunses
HW. Schullz 0410312 FLOPC Floride Power & Eight  Review fing and schadules 1.5
HW, Sehullz 040812 FL OPC Florida Power & Light  Resd lestmony 1.5
H.W. Schuilz 04/08/12 FLCPC Fierida Pewer & Light  Review fifing snd oiher infermelicn 1.5
HW. Schukz 042312 FLOPC Florids Power & Light Review discovery questons 0.5
HW. Echuliz dr2sH2 FLOPC Floride Powar & Light Review lgslimany & responses 1,0
H.W. Schullz D4/28/12 FLOPC Flarida Power & Lighl  Review responies 0.5
Total Hours. 85
e ————
D. Ramas 04/06/12 FL OPC Florida Power & Light  Review filing end data requests 2.5
D. Ramas bal1ari2 FL OPC Florida Power & Lighl  Reviaw fillng; perticipsle in confarence call 3.0
D. Ramas C4/20112 FLOPC Fiorids Powasr & Lighl  Review fiing snd discovery requests 3.0
. Ramis pdzzhz2 FLOPC Florida Power & Light  Review fiing end enniial report 3.0
D, Ramas o232 FLOPC Florida Powsr & Light Revlew fhing & lestimonias; discussion on AMI project and revanue 40
projections; resesrch prior dockel
D, Ramas 04724112 Ft. OPC Floride Pawer & Hght Review Information 2.0
2. Ramas 04125012 FLOPC Florkda Power & Light  Review ling end responses 28
P. Remas 04/28/12 FLOPC Florida Powar & Light  Review responsas and filing 5.5
L. Ramas 0412712 FLOPC Fierida Power & Light Raview Company fligd con , Faview rasp 30
C. Remay D4r2BI12 FLOPC Flarida Power & Light Review responses 1o giscovary 4.5
Yotsl Hours 33.0
———————
M. Dpdy C4RY12 FL.CPC Florida Powar & Light  Review filing and work on discovary B.0
M. Dady C405H2 FLOPG Florids Power & Light  Review (King snd work on dfecovery 2.0
M. Dady 0408112 FLOPC Flords Power & Light Review fling snd work on discovery 8.0
M. Dady 040812 FLOPC Flotida Powsr & Light  Review iling and work on dlacovery 3.6
M, Cady Qénonz FLOPC Flosida Pewsr & Light  Review Rling snd wark on discoyery 50
M. Dody 04NIIZ FLOPC Florida Power & Light  wark on discovary end conferance call 3.0
M. Dady T2 FLOPC Florida Power & Lighl  Revlew fifing #nd work on discovery 8.0
M. Dady 04118112 FLCPC Flarice Power & Light Work on discovary 1.5
M. Dady 0412012 FL GPC Flovide Power & Light  Work on discovery 1.0
Tolet Hours 38.0
E———
K. Niemlec 040212 FLOPG Florida Power & Light c:ri:::‘ prepere coples of Company les and sxhiblls; crgan 1.0
an
K. Nismlec 042812 FLOPC Florida Powr & Lighl  Clerlcel - print snd organize documants 25
K. Nismiec 04ziNz FLOPC Florida Power & Light  Clerie - prinl snd orgenize dacumants 4.0
Yolal Hours 7.5
T — !

I
I
OPCPOD3-9-012389 i
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LARKIN & ASSOCIATES RECENED

CERTIFIED FUBLIC ACCOUNTANTS

April 4, 2012
invoice No. 1

pcﬁ")

State of Florida

Office of the Public Counssl
111 W, Madison

Suite 812

Tallahassee, FL. 32399-1400

Florida Power & Light; Docket No. 1_20015-EI

15728 FARMINGTON ROAD APR 09 2017
LIVONIA, MICHIGAN 48154
PHONE (734) 522-3420
OFFICE OF

FAX (734} B22-1410

PUBLIC COUNSEL

Billing for Professional Services Rendered through April 1, 2012,

e

Hugh Larkin, Jr.
Helmuth W. Schultz

Ralph C. Smith

Donna M. Rama;

Mark S. Dady

Christine Miller

John Defever

Dawn Bisdorf

Word Processing/Clerical
Total Professional

Expenses (See attached detail)
Total Amount

Hourly Total

. Hours Rate Amount

0.0 @ $ 130.00 $ -
6.5 @ $ 120.00 $ 780.00

0.0 @ $ 120.00 $ .
7.0 @ $ 120.00 $ 840.00
30,0 @ $ 75.00 $ 2,250,00

0.0 @ % 75.00 $ -
2.0 @ $ 75.00 $ 150,00

0.0 @ $ 45.00 $ -
17.0 @ $ 20.00 $ 340.00
62.5 $  4,360.00

$ -

$

4,3860.00

OPCPOD3-9-012390
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Florida Powar & Light

March 2012 (63/05/12-04101/12)

Nama Date Chlent Cuse Woark Description Haurs Expenses
H.W, Schultz 032312 FLOPC Fiorda Power & Lighl Raview discovery a.5
H.W. Schultz 03/26M2 FLOPC Florida Powar & Light Disouss case 0.5
H.W, Schultz 03/27H2 FL OPC Flerida Power & Light  Review informatifon; conferenca call 1.0
HW, Schuliz 03728112 FL OPC Flarida Power & Light Revlew fling and draft discovery 4.5
Tolal Hours 6.5
D. Ramas 0312212 FL OPC Florida Power & Light Review Informatien; conferance celt with client and consultant addmssing 5.0
affiiates; revlew drafl discovery
D. Ramas 0312312 FL OPC Florkle Pawer & Light  Reviaw fillng sno draft discovary 2.0
Total Hours 1.0
—
M. Dady 03123112 Fl.OPC Florlda Powar & Lignl  Review filing B.0
M. Dady 032612 FL OPC Fiorida Power & Lighl Revlew filng 6.0
M. Dady 032712 FLOPC Florica Power & Light Review filing . 5.5
M. Dady 0312812 _FLOPC Flarica Power & Light Review filing; work on discavary 3.0
M, Dady 0312612 FL OPC Florica Powsr & Light Review filing; werk an giscovery 7.5
Total Hours 300
a————
J. Defever 03/27112 FL OPC Flarida Powsr & Light Review filing; canfarence cail 2.0
Total Hours 2.0
’ ——————
K. Nieminc 032312 FL OPC Flarida Power & Light Clarleal - Print and organize axhibits 8.0
K. Niemist 03/26H2 FLOPC Florida Power & Lighl  Clercal - prepame coples of Company tastimornles and exhibils; organize 8.0
and bind
K. Niemiac 03/20M12 FLOPC Florida Power & Light Clerical - prini and organize sxhiblis 2.6
K. Niamlag 03/30M2 FL OPC Flarida Pawer & Lighl Clerical - print and aorgenize axhibils 3.0
Tatal Hours 17.0
e ——
OPCPOD3-9-012391
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VONDLE & ASSOCIATES, Inc.

4926 Calle de Tierra, NE
Albuguerque, NM 87111
(605) 292-8961

June 30, 2012 :
Ms. Brenda Roberts A* -

Florida Office of Public Counsel ioveto ey, pate: Yty
111 West Madison Street T, %

Room 812 i ™)
Tallahassee, Florida 32399-1400 L’

Regarding: June Invoice for Vondle & Associates, Inc. Assistance on the
Petition for Rate Increase by Florida Power & Light Company, Docket

Number 120015-El PC' O’Bb

Via email: ROBERTS.BRENDA@leg.state.fl.us

Dear Ms. Roberts:
Invoice for time and expenses for June 2012,

Consultant | Hours | Rate Fees Expenses [ Total
Vondle ' | 46.1 |[$195]$8,989.50 | $0.00 { $8,989. /
Total Payment Due $8,989.50

Please call me at (505) 292-8961 if you have any questions.

Attached is the time log for this project for June. . (g JL } 2)\\

Thank you,

t . _ \(
(2l > f
¢ . .
David P. Vondle, CMC | N
Vondle & Associates, Inc.

Federal Tax ldentification Number 85-0375115

OPCPOD3-9-012392
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Florida Office of Public Counsel
FP&L 2012 Rate Case
Docket Number 120015-E]

David P. Vondle
2012 Time Log for June
June Activities Hours
4 |° Teleconference with Patty 3
» Downloaded second set of ROG and POD responses )
5 [* Organized and printed second ROG and POD responses 279
* Began reviewing the ROG and POD responses ]
» Began organizing deposition topics
e Reviewed confidential responses
6 | e Teleconference with Joe and Patty 3.8
| « Began reviewing deposition references for questions
s Began preparing question table
¢« Continved reviewing case documents for questions
7 . . . 3.7
e Continued preparing question table
g |* Continued reviewing case documents for questions 2.8
¢ Continued preparing question table
¢ Continued reviewing case documents for questions
9 | e Continued preparing question table 7
e Sent first draft to Joe and Patty
12 | e Correspondence with Joe A
e Preparation for and teleconference with Joe
13 | e Teleconference with Joe on TMG FPL involvement 1.3
s Qusdahl questions update
14 | e Vondle testimony edits 4.2
15 | o Ousdahl interview preparation and document assembly .8
16 [ » Vondle testimony edits 1.4
17 |° Vondle testimony edits 1.1
e Qusdahl interview preparation
o Qusdahl interview preparation
18 | e Ousdahl interview 4.7
*  Vondle testimony edits and transmittal
19 e Correspondence from Joe on testimony edits 1
20 | e Correspondence with Donna Ramas on adjustments .1
21 | e« Received FPL’s discovery to witnesses 1
2 | Received OPC’s long and short form testimony edits 1
s Received Ousdahl interview follow-up from FPL
23 | e Reviewed testimony edits from Joe 6
24 | ¢ Reviewed OPC’s short form testimony suggested edits 1.2
OPCPOD3-9-012393
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25

Reviewed Ousdahl interview follow-up from FPL
Vondle testimony edits

Correspondence with Patty

Transmitted revised testimony to the OPC

6.8

26

Began responses to FPL’s discovery

Assembled POD documents

Transmitted ROG and POD responses to OPC

Reviewed Patty’s testimony edits

Correspondence with Patty on testimony and the CT expert report
Reviewed revised ROG on FPL name

Transmitted revised testimony to the OPC

5.9

27

Teleconference with Patty
ROG response update for CT report

28

Testimony edits from Patty
Additional testimony edits from JR and Charles after ah'eady doing
Patty’s edits.

. Teleconference with Patty

Transmitted revised testimony to the OPC
Reviewed Ramas comments
Teleconference with Patty

39

Total June

46.1

OPCPOD3-9-012394
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VONDLE & ASSOCIATES, Inc.

4926 Calle de Tietra, NE
Albuquergue, NM 87111
(505) 292-8961

May 31, 2012

Ms. Brenda Roberts

Florida Office of Public Counsei

111 West Madison Street

Room 812

Tallahassee, Florida 32399-1400

PC © & D

Regarding: May Invoice for Vondie & Associates, Inc. Assistance on the
Petition for Rate Increase by Fiorida Power & Light Company, Docket
Number 120015-El

- _

Apgroved (o Pay.  Dale:, _(n/ 07 14
QL -

Via email: ROBERTS.BRENDA@leg.state.fl.us

By

Dear Ms. Roberts:
Invoice for time and expenses for May 2012.

[, U

Consultant | Hours | Rate Fees Expenses | Total
Vondle 208 | $195 | $4,056.00| $0.00 | $4,056.00

Total Payment Due $4,056.00
Attached is the time log for this project far May. //ﬁ—‘\
Please call me at (505) 292-8961 if you have any guestions. '
-~

Thank you,

el

David P. Vondle, CMC
Vondle & Associates, Inc.

Federal Tax ldentification Number 85-0375115

OPCPOD3-9-012395
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Flerida Office of Public Counsel
FP&L 2012 Rate Case
Docket Number 120015-E1

.+ David P. Vondle
2012 Time Log for May

May

Activities

Hours

Correspondence with Charles

Teleconference with Patty on non-responsive rogs and pods
Worked on draft testimony and follow-up rogs

Conference call on non-responsive replies

7.3

Communications with Patty
Discovery conference call

Worked on draft testimony and follow-up rogs

3.6

Finished next iteration of draft testimony
Finished second set of ROGS
Transmitted testimony and ROGS to Patty and Joe

3.9

Correspondence with Joe

Correspondence with Patty

Reviewed FPL’s responses to follow-up questions
Edited second ROGS

Reviewed Patty’s edits to second ROGs

3.1

Correspondence with Patty
Final edit of second ROGs and PODS

1.2

15

Preparation and teleconference with Patty on latest testimony draft

Notes on teleconference
Read Joe’s comments
Correspondence with Patty

18

Responded to FPL question on ROG 1635

29

o {8 & & o (0 oi® & & & & | & & |8 |8 & | & & »

Correspondence with Patty on deposition scheduling

Total May

- 20.8

OPCPOD3-9-012396
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VONDLE & ASSOCIATES, Inc.

4926 Calle de Tierra, NE
Albuguerque, NM 87111
(505) 292-8961

Apru 29, 2012 et e e+ . !
Ms. Brenda Roberts Aparoved Lo ey IJ;‘-!::i\_ﬂ_/(é//Z{ _
Florida Office of Public Counsel ) :
111 West Madison Street !
Room 812
Tallahassee, Florida 32399-1400

pC OPD

Regarding: March Invoice for Vondle & Associates, Inc. Assistance on the
Petition for Rate Increase by Florida Power & Light Company, Docket
Number 120015-El

Via email: ROBERTS.BRENDA@leg.state.fl.us

Dear Ms. Roberts:
Invoice for time and expenses for April 2012.

Consultant | Hours | Rate Fees Expenses Total
Vondle 34,7 | $195] $6,766.50 1 $0.00 | $6,766.50
Total Payment Due $6,766.50

Attached is the time log for this project for April.
Please call me at (505) 292-8961 if you have any questions.

Thank you,

oS ffls

David P. Vondle, CMC
Vondle & Associates, Inc.

Federal Tax Identification Number 85-0375115

OPCPOD3-9-012397
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Florida Office of Public Counsel
FP&L 2012 Rate Case
Docket Number 120015-EI

David I’. Vondle
2012 Time Log for April

April

Activities

Hours

Reviewed FIPUG DRs
Reviewed SFHHA DRs

Correspondence with Patty

Reviewed additional OPC and Staff DRs

Preparation for an teleconference with Patty
Reviewed Tricia’s summary of DRs
Reviewed Kim’s testimony from the last case

5.8

16

Correspondence with Patty on telephone appointment
Downloaded testimony edits and additional DRs

17

Teleconference with Patty and Joe
Read testimony edits and researched questions
Made edits to testimony

2.8

23

Reviewed, signed, emailed and mailed confidentiality agreement
Reviewed FIPUG First Data Responses

25

Attempted to log into FL Leg site — unsuccessful
Teleconferences with Monica on web access

Completed initial testimony Joe and Patty suggested edits
Downloaded OPC first rogs and pods responses

Printed AFI relevant rogs and pods

First quick review of rogs and pods

Assembled paper and electronic versions of available priox
testimonies

7.9

26

Read OPC first rogs and pods

Correspondence setting up teleconference

Teleconference with Joe and Patty regarding first rogs and pods
Began second set of rogs and pods

Began fleshing out testimony

Began list of unresponsive rogs and pods

7.4

27

Developed list of unresponsive rogs
Developed follow-up rogs
Continued to flesh out testimony

5.5

29

Developed list of unresponsive pods

Developed follow-up rogs

Continued to flesh out testimony

Transmitted unresponsive rogs and pods to Joe and Patty

3.1

Total April

34.7

OPCPQOD3-9-012398

120015 Hearing Exhibits - 02974




VONDLE & ASSOCIATES, Inc (UM,

\1[15
4926 Calle de Tierra, NE £ Jamdled T
Albuquerque, NM 87111 DA‘/ .
(505) 292-8961 o {6; [
. C

March 31, 2012 O'P
Ms. Brenda Roberts % l“i{o
Florida Office of Public Counsel !
111 West Madison Street yIp e

Room 812
Tallahasses, Florida 32399-1400

Regarding: March Invoice for Vondle & Associates, Inc. Assistance on the
Petition for Rate Increase by Florida Power & Light Company, Docket
Number 120015-El

P o8B D

Via email: ROBERTS.BRENDA@leg.state.fl.us

Dear Ms. Roberts:
Invoice for time and expenses for March 2012.

Consultant | Hours | Rate | Fees | Expenses | Total

Vondle 2% [ 8195 §54607 $0.00 | $546000

Total Payment Due $5:460.00

- 10 £ (460 § 1450
Attached is the time log for this project. 7.
Please call me at (505) 292-8961 if you have any questions. N‘(\'
Thank you,

E / M @n&f( Z(/

W g gﬁ

David P. Vondle, CMC

Vondle & Associates, Inc.

Federal Tax Identification Number 85-0375115

-012399
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Florida Office of Public Counsel
FP&L 2012 Rate Case
Docket Number 120015-E1

David P. Vondle
2012 Time Log

March

Activities

Hours

Signed contract
Correspondence with Tricia Merchant and Joe McGlothlin

Began downloading information

Correspondence with Joe
Teleconference with OPC team
Reviewed basic information

Correspondence with Tricia

Downloaded Dismukes testimony and exhibits
Installed Dropbox on desktop and laptop
Reviewed 10k

Reviewed Dismukes testimony

Reviewed prior order

Requested relevant legal standards from Joe
Received rule from Patty

13

Began review of legal standards

19

Correspondence with Patty and Phyllis
Started formatting testimony

20

Began downloading and reviewing MFR — Litchfield Filing,
Ousdahl testimony and exhibits, MFR-C

Correspondence with Tricia

Began reviewing filing and drafting questions

21

Completed first draft of questions and sent to Joe and Patty
Continued review of case filing and added questions

22

Teleconference with Patty, Joe, Brenda and Donna Ramos
Edited interrogatories and document requests and resent
Correspondence with Patty

23

Worked on legal standard testimony
Corrcspondence with Joe on interrogatories
Cormrespondence on team conference call

25

Worked on legal standard testimony

27

Draft of legal standard testimony

Reviewed Order Establishing Procedure and calendared dates
Reviewed second DR

Team conference call

28

Call to Patty on depositions and draft testimony
Edit first draf! testimony

OPCPOD3-8-012400
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| Total | | a8 |

OPCPOD3-2-012401

120015 Hearing Exhibits - 02977 -




106

OPC’s Responses to FPL’s
Fourth Request for
the Production of Documents

(Nos. 12-17)
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BEFORE THE FLORIDA PUBLIC SERVICE COMNIISSION L a

In re: Petition for rate increase by Florida Docket No: 120015-E1
Power & Light Company : :
/ Dated: July 31, 2012

CITIZENS’ RESPONSE TO FLORIDA POWER & LIGHT COMPANY’S
FOURTH REQUEST FOR PRODUCTION OF DOCUMENTS (NOS. 10-17)

The Citizens of the State of Florida, through the Florida Office of Public Counsel
(“OPC”™), hereby submit their Responses to Florida Power & Light Company’s Fourth Request
for Production of Documents (Nos. 10-17) to Office of Public Counsel. All documents have been
made available to FPL.

OPC adopts and incorporates by reference, as though fully restated herein, all objections
listed in Oi’C’s Objections to Florida Power & Light’s Fourth Set of Production of Documents

(Nos. 10-17) dated July 23, 2012. OPC’s response is without waiver of those prior objections.

DOCUMENTS REQUESTED

PR R e— ]
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12.  Regarding OPC witness Vondle (page 2): Provide a copy of the ethical standards by

which Mr. Vondle is governed.

RESPONSE:
Please see: http://www.imcusa.0rg1?gage=ethicscode

13.  Regarding OPC witness Vondle (page 2): Provide a copy of Mr. Vondle’s original
application to the IMC USA and any renewal applications or materials submitted to IMC

USA in support of Mr. Vondle’s certification.

et
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14.

15.

16.

RESPONSE:

Mr. Vondle does not have the requested documents.

Regarding OPC witness Vondle (page 2): Provide a copy of IM C USA’s Competency

Framework and Certification Scheme for Certified Management Consultants.

RESPONSE:

Please see: http:/lwww.imcusa.org/resource/collection/EBB9404A-403E—494E—9473-
C2867A83420E/IMC_USA_Competency_Framework_-
_Competency_Framework_Scheme_Docmnent_Revision__4_()6_1 8_2010.pdf?hhSearchT
erms=competency+and-+framework

Provide copies of any and all reports or documents that OPC Witness Vondle reviewed

other than FPL-furnished materials in connection with the engagement in this case.

RESPONSE:
Please see OPC’s answer to FPL Interrogatory 3 to OPC.

Provide any and all documents, analyses, orders, materials that OPC Witness Vondle

relies upon as support for his proposed 20% adjustment.

W
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RESPONSE:
Please see OPC’s answer to FPL Interrogatory 3 to OPC.

17.  Provide copies or transcripts of any testimony provided by OPC Witness Vondle in the

matters identified in response to FPL'’s Interrogatory No. 73.

RESPONSE:

There are no responsive documents.

‘goscph A. McGlothlin

Associate Public Counsel

Office of Public Counsel

¢/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400

Attorney for the Citizens
of the State of Florida

e
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CERTIFICATE OF SERVICE

Caroline Klancke

Keino Young

Florida Public Service Commission
Office of the General Counsel
2540 Shumard Oak Boulevard
Tallahassee, F1. 32399-0850

Ken Hoffman

R. Wade Litchfield

Florida Power & Light Company
215 South Monroe Street, Suite 810
Tallahassee, FL. 32301-1858

Daniel R. and Alexandria Larson
06933 W. Harlena Drive
Loxahatchee, FL. 33470

Vickie Gordon Kaufman
Jon C. Moyle

c/o Moyle Law Firm

118 North Gadsden Street
Tallahassee, FL 32301

Karen White

Federal Executive Agencies

c/o AFLOA/JACL-ULFSC

139 Barnes Drive, Suite 1

Tyndall Air Force Base, FL 32403

John W. Hendricks
367 S. Shore Drive
Sarasota, FL 34234

]_—_————-#

I HEREBY CERTIFY that a true and .foregoing Citizens’ Response to Florida Power &
Light Company’s Fourth Request for Production of Documents (Nos. 10-17) has been furnished
electronically and/or by U.S, Mail on this 31st day of July, 2012, to the following:

John T. Butler

Florida Power & Light Company
700 Universe Boulevard

Juno Beach, FL 33408-0420

Kenneth L. Wiseman

Mark F. Sundback

J. Peter Ripley

Andrews Kurth LLP

1350 I Street, NW, Suite 1100
Washington, DC 20005

Charles Milsted

AARP, Associate State Director
200 West College Avenue
Tallahassee, FL 32301

Robert Scheffel Wright
John T, LaVia

Gardner Law Firm

1300 Thomaswood Drive
Tallahassee, FL 32308

Thomas Saporito
6701 Mallards Cove Rd., Apt. 28H
Jupiter, FL. 33458

Linda S. Quick, President

South Florida Hospital and
Healthcare Association

6030 Hollywood Blvd., Suite 140
Hollywood, FL 33024 ’
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Quang Ha, Paul Woods, Patrick Ahlm William C. Garner

Algenol Biofuels, Inc. Brian P. Armstrong

28100 Bonita Grande Drive, Suite 200 Nabors, Giblin & Nickerson, P.A.

Bonita Springs, FL 24135 1500 Mahan Drive, Suite 200
Tallahassee, FL 32308

Mr. Larry Nelson

312 Roberts Road

Nokomis, FL 34275

gos:z A. McGlothlin

Associate Public Counsel

_—M
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107

OPC’s Responses to FPL’s
Sixth Request for

the Production of Documents
(No. 24)
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by Florida Docket No: 120015-EI
Power & Light Company
/ Dated: August 7,2012

CITIZENS’ RESPONSE TO FLORIDA POWER & LIGHT COMPANY’S
SIXTH REQUEST FOR PRODUCTION OF DOCUMENTS (NO. 24)

The Citizens of the State of Florida, through the Florida Office of Public Counsel
(“OPC™), hereby submit their Responses to Florida Power & Light Company’s Sixth Request for
Production of Documents (No. 24) to Office of Public Counsel.

OPC adopts and incorporates by reference, as though fully restated herein, all objections
listed in OPC’s Objections to Florida Power & Light’s Sixth Set of Requests for Production of

Documents (No. 24). OPC’s answers are without waiver of those prior objections.

DOCUMENTS REQUESTED

24.  Regarding OPC Witness Vondle’s testimony at page 37, please provide copies of all
decisions in which a Commission has required compensation for the use of the utility’s

name by its affiliate.

RESPONSE:

Mr. Vondle did not research other Commissions’ decisions regarding compensation for
the use of a utility’s name by its affiliates for this case. See attached Orders which are
responsive to Interrogatory No, 85.
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Respectfully submitted this 7" day of August, 2012.

Patricia A. Christensen
Associate Public Counsel

Office of Public Counsel

c/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400

Attorney for the Citizens
of the State of Florida

R s~
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546 S0.2d 717

105 P.U.R 4th 532, 546 So.2d 717, 14 Fla. L. Weekly 326

(Cite as: 105 P.U.R.4th 532, 546 So.2d 717)

P

Supreme Court of Florida.
UNITED TELEPHONE LONG DISTANCE, INC.,
and United Telephone Company of Florida, Appel-
lants,

V.
Katie NICHOLS, etc., et al., Appellees.

No. 72988.
July 6, 1989,

Appeal was taken from order of Public Service
Commission granting long-distance subsidiary's ap-
plication for certificate of public convenience and
necessity to provide long-distance service as interex-
change carrier but conditioning such grant on subsid-
jary's compensating local exchange parent and its
ratepayers for use of its goodwill and intangible ben-
efits. The Supreme Court, Overton, J., held that: m
requirement that subsidiary compensate parent was
both authorized by statuts and supported by evidence,
and (2) requirement was neither confiscatory no¥
violative of due process or equal protection clauses of
either State or Federal Constitutions.

Affirmed.
West Headnotes
|1] Telecommunications 372 €866

372 Telecommunications
372111 Telephones
37211{F) Telephone Service

372k854 Competition, Agreemenis and

Connections Between Companies
372k866 k., Pricing, Rates and Access
Charges. Most Cited Cages
(Formerly 372k75.1, 372k75)

Evidence supported Public Service Commission's
decision to require long-distance telephone subsidiary,
as condition for certificate of public convenience and
necessity to provide service as interexchange carrier,
to compensate local exchange parent and its ratepay-
ers for intangible benefits it received from parent as

Page 1

result of use of its name, logo, and goodwill, as well as
from availability of financing and trained petsonnel.

2] Telecommunications 372 €366

372 Telecommunications
372111 Telephones
37211I(F) Telephone Service
372k854 Competition, Agreemenis and
Connections Between Companies
372k866 k. Pricing, Rates and Access
Charges. Most Cited Cases
(Formerly 372k75.1, 372k75)

Public Service Commission had statutory author-
ity to require long-distance telephone subsidiary, as
condition for certificate of public convenience and
necessity to provide service as interexchange carrier,
to compensate local exchange parent and its ratepay-
ers for intangible benefits it received as result of use of
parent's name, logo, and goodwill, as well as from
availability of financing and trained

nel. F.5.1979. § 36435, US.C.A. Const.Amends,
5, 14,
131 Constitutional Law 92 €3686
92 Constitutional Law
92X X VI Equal Protection

§2XXVI(E) Particular Issues and Applications
92X XVI(E)12 Trade or Business
92k368 ] Licenses and Regulation
92k3686 k. Carriers and Public Utili-
ties; Railroads. Most Cited Cases
(Formerly 92k241)

Constitutional Law 92 €=4370

92 Constitutional Law
92X X V1l Dug Process
92XXV1I(G) Particular Issues and Applica-
tions
92X XVI1I(C)17 Carriers and Public Utilities
92k4370 k. Telecommunications. Most
Cited Cases
(Formerly 92k267)

© 2012 Thomson Reuters, No Claim to Orig. US Gov. Works.

OPCPODS-24-012421
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546 S0.2d 717

105 P.U.R.4th 532, 546 S0.2d 717, 14 Fla. L. Weekly 326

{Cite as: 105 P.U.R.4th 532, 546 So0.2d 717)

Eminent Domain 148 €215

148 Eminent Domain
1481 Nature, Extent, and Delegation of Power
148k2 What Constitutes a Taking; Potice and
Other Powers Distinguished
148k2.15 k. Telecommunications. Maost
Cited Cases
(Formerly 148k2(1.1))

Telecommunications 372 €866

372 Telecommunications
37211t Telephones
37211(F) Telephone Service
372k854 Competition, Agrecments and
Connections Between Companies
372k866 k. Pricing, Rates and Access
. 1 €3
(Formerly 372k75.1, 372k75)

Public Service Commission order requiring
long-distance telephone subsidiary, as condition for
certificate of public convenience and necessity to
provide service as interexchange carrier, to compen-
sate local exchange parent and iis ratepayers for in-
tangible benefits it received by using parent's name,
logo, and goodwill, and by having access to parcat's
financing and trained personnel was neither confis-
catory nor violative of duc process and equal protec-
tion clauses of either State and Federal Constitu-
tions. West's F.S.A. Const. Anl, 3(b)(2); US.C.A.

Const.Amends. 5, 14.

*718 Julian Clarkson and Michael L. Rosen of Hol-
land & Knight, Tallahassee, and Jerry M. Johns, Al-
tamonte Springs, for appeliants.

Susan F. Clark, Gen. Counsel, Florida Public Service
Com'n, Tallahassee, for appellees.

Jack Shreve, Public Counsel, and Charles ). Rehwin-
kel, Associate Public Counsel, Tallahassee, for Citi-
zens of the State of Florida.

OVERTON, Justice.

This cause is before us on appeal from a Public
Service Commission (“PSC” or “Commission”) order
granting the application of United Telephone Long
Distance, Inc., for a Certificate of Public Convenience

Page 2

and Necessity to provide long distance telephone
service as an interexchange carrier. The Public Service
Commission's order required United Telephone Long
Distance, Inc., to compensate its parent corporation,
United Telephone Company of Florida, for use of its
good will and intangible benefits. Both the long dis-
tance carrier and its parent challenge the latter com-
pensation requirement. We have jurisdiction, article
¥, section 3{b}2), Florida Congstjtution, and affirm.

The pertinent facts are as follows. United Tele-
phone Long Distance, Inc. (UTLD), is a wholly
owned subsidiary of United Telephone Company of
Florida (UTF), a local exchange telephone company
certificated and regulated by the Public Service
Commission {PSC) to provide telecommunication
services to all or parts of twenty-four Florida counties.
United Telephone of Florida is & subsidiary of United
Telecommunications, [n¢. (UTT), and another subsid-
iary of UTI is a fifty percent owner of U.8. Sprint, a
national long distance company. These corporate
interrelationships raised some unique concemns, the
principal one being UTLD's close affiliation, as a
wholly owned subsidiary of UTF, with a major local
exchange company. The PSC ordered a public hearing
because of certain concerns with cost allocation which
that relationship presented. As a result, a number of
long distance exchange companics, as well as public
counsel, intervened to oppose UTLD's application.
The Public *719 Service Commission considered
numerous issues, but the only issue now before this
Court was framed in the following manner:

Should UTLD compensate UTF and its ratepay-
ers for services and tangible and intangible benefits
(including, but not limited to, use of UTF's name,
logo, good will, information, personnel, facilities and
financial resources), if any, UTLD receives from its
association with UTF and its ratepayers?

This issue was first raised by public counsel, who
was joined by PSC staff and scveral intervenors who
suggested that the failure to compensate for these
intangible benefits would give UTLD an unfair com-
petitive advantage and deprive UTF's ratepayers of
compensation for a benefit provided. They further
asserted that UTF's name, logo, reputation, and her-
itage “was generated” to & large extent by ratepayers'’
funds and that UTF and its ratepayers should be
compensated for their use. Two other major intan-
gibles besides good will were the ready availability of
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financing and trained personnel on call from UTF.

UTLD and UTF took the position that it was
proper for UTLD to compensate UTF for tangible
benefits but no compensation was justified for in-
tangible benefits. The appellants argued that UTF's
local ratepayers would be fully compensated by the
payment of a premium excess charge and fees for
services provided to UTLD under contractual ar-
rangements plus the assigned portion of common cost
assets and scrvices shared by the two companies
through PSC approved allocations. Appellants ada-
mantly opposed amy compensation for use of the
United Telephone name, logo, and good will, as well
as the intangible benefit provided by the availability of
financing and trained personnel, UTF suggested that
its good will and reputation and the availability of
personne] and firancing were acquired from expend-
itures borne by its stockholders and not furnished by

the ratepayers.

The Commission, while accepting the principle
advocated by public counsel of requiring compensa-
tion for intangibles, reduced the suggested amount of
the required compensation, stating:

We find it is in the public interest to require
UTLD to compensate UTF for the many intangible
benefits it receives, including, but not limited to the
following: the use of the United name; the use of the
United logo; reliance on the United reputation; im-
mediate access to financing; and the ability to capi-
talize, through contractual arrangements, on a trained,
skilled workforce.

UTLD's relationship to UTF avoids all the
start-up costs a fledgling competitor faces when it
enters the long distance market. UTF is essentially a
one-stop-shopping center for all of UTLD's technical,
personnel, administrative, informational and financial
needs, We find it unfair to allow UTLD to rely on
these benefits without compensating UTF,

Accordingly, the compensatory fee reflects our
belicf that these benefits were established and are
being maintained by the monopoly company, UTF, at
ratepayers' expense. The actual fee to be collected
shall equal 2.8% of the difference between net reve-
nues (gross revenues minus uncoliectibles) and ori-
ginating and terminating access charges. However, in
no event shall the fee exceed, on an afler tax basis,
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17.5% of UTLD's net operating income to be com-
puted without the fee...,

Finaily, we recognize that in the future additional
services will be provided by the unregulated entity.
The result will be a vast pool of resources developed
and maintained at the expense of the monopoly's ra-
tepayers but used increasingly by unregulated opera-
tions. Therefore, by our action in this docket, we an-
nounce our intention to require payments to regulated
utilities for intangible benefits provided to nonregu-
lated affiliates.

[1][2}{3] In this appeal, appellants argue that the
imposition of the royalty requirement is (1) not sup-
ported by competent, substantial evidence; (2) unau-
thorized by statute; and (3) constitutionally imper-
missible because it is confiscatory and violative of due
process and equal protection.

*720 With regard to the first peint, we find sub-
stantial competent evidence was provided by expert
testimony and appellants’ argument is without merit.
As to the authority of the Commission, we find the
condition on this certificate is in the public interest and
authorized by section 364.35, Florida Stanutes (1979).
We note the appellants acknowledged that UTLD
should compensate UTF for tangible benefits but took
issue on the intangible benefits. The dispute, in our
view, is a matter of degree-not a matter of authority.

Lastly, we find the order is neither confiscatory,
nor violative of the due process or equal protection
clauscs of the state and federal constitutions. In effect,
the Commission found that substantial resources de-
veloped by local telephone exchange ratepayers
should not be utilized without compensation by the
long distance service. In making this decision, the
Commission attempted to balance two competing
public intercst considerations. The first was whether
the public interest required a denial of UTLD's long
distance application for the protection of UTF's mo-
nopoly customers and UTLD's markel competitors
from potential abuses ariging through inappropriste
allccation of costs or discrimination. The second was
whether UTLD's application would be in the public
interest and provide UTF's local customers with the
opportunity for one-stop shopping for telephone ser-
vice needs and the chance to have local rates posi-
tively affected by cost and revenue sharing with
UTLD. After hearing substantial competing expert
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testimony, the PSC resolved this dilemma by granting
the application but making it conditional on paying for
intangible benefits. We find its decision is consistent
with its statutory authority and in accordance with the
principles we have previously approved in AT & T
Communications v, Marks, 515 So.2d 741
(Fla. 1987); LS. Sprint Communications Co. v. Marks,
509 So.2d 1107 (Fla.1987); and Microtel Inc. v
Florida Pyblic Service Commission 483 So.2d 415
{Fla.1986).

Accordingly, the order of the Commission is af-
firmed.

It is so ordered.

EHRLICH, C.J., and McDONALD, SHAW, BAR-
KETT, GRIMES and KOGAN, JI., concur.

Fla.,1989.

United Telephone Long Distance, Inc. v. Nichols

105 P.U.R.4th 532, 546 S0.2d 717, 14 Fla. L. Weekly
326
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>
In Re: Application of United Telephone Long Dis-
tance for Resale Certificate
Docket No. 870285-T1
Order No. 18939

Florida Public Service Commission
March 2, 1988

APPEARANCES: PATRICK K. WIGGINS, Esquire,
Ranson and Wiggins, Post Office Box 1657, Talla-
bassee, Florida 32301, on behalf of Microtel, Inc.
BARRETT G. JOHNSON, Esquire, 116 South Mo-
nroc Street, P. O. Box 1308, Tallahassee, Florida
32302, on behalf of the Florida Association of Con-
cemed Telephone Companies and Metromedia Long
Distance, Inc. RICHARD D. MELSON, Esquire,
Hopping, Boyd, Green & Sams, Post Office Box
6526, Tallahassee, Florida 32301, and KENRIC E.
PORT, 400 Perimeter Center Terrace, N.E., Suite 400,
Atlanta, Georgia 30346, on behalf of MCI Telecom-
munications. ROBERT J. M¢KEE, JR., Esquire, 1200
Peachtree Street, Northeast, Post Office Box 7800,
Atlamta, Georgia 30357, on behalf of AT&T Com-
munications of the Southern States, Inc. PAUL
SEXTON, Esquire, 1017 Thomasville Road, Suite C,
Tallahassee, Florida 32303, on behalf of Teltec Sav-
ings Communications Compeny. CHARLES J.
REHWINKEL, Esquire, c/o Florida House of Repre-
sentatives, The Capital, Tallahassee, Florida
32399-1300, on behalf of the Citizens of the State of
Florida. JERRY M. JOHNS, Esquire, Post Office Box
5000, Altamonte Springs, Florida 34716-5000, on
behalf of United Telephone Company of Florida.
ALAN N. BERG, Esquire, Box 5000, Altamonte
Springs, Florida 32715-5000, on behalf of United
Telephone Company of Florida. EVERETT BOYD,
JR., Esquire, Ervin, Varn, Jacobs, Odom and Kitchen,
Post Office Drawer 1170, Tallahassee, Florida 32302,
on behalf of United Telephone Long Distance, Inc.
DEBRA W. SCHIRO, ROBERT VANDIVER and
TRACY HATCH, Esquires, Florida Public Service
Commission, 101 East Gaines Street, Tallahassee,
Florida 32399-0850, on behalf of the Commission
Staff. PRENTICE P. PRUITT, Esquire, Florida Public
Service Commission, 101 E, Gaines Street, Tallahas-
see, Florida 323990850, Counsel to the Commis-
sioners,
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Before Katie Nichols, Chairman, Thomas M, Beard,

Gerald L. Gunter, John T. Herndon and Michael McK,

Wilson, Commissioners.

ORDER GRA UTHO! PERAT
ANGE 1ER

BY THE COMMISSION:

Upon proper notice, a public hearing was held in the
above-noted docket, on September 23-24, 1987, in
Tallahassee, Florida.

United Telephone Long Distance, Inc. (UTLD) filed
an application for a Certificate of Public Convenience
and Necessity, pursuant to Rule 25-24.470, Florida
Administrative Code, to provide interexchange ser-
vice in the interLATA market. UTLD is a whol-
ly-owned subsidiary of United Telephone Company of
Florida (UTF), a cestificated local exchange company.
UTLD's application asked that it be granted authority
to provide MTS and WATS service in UTF's service
arca. We will grant UTLD's application, however not
to the extent requested. Accordingly, UTLD will be
restricted in the services it may receive through UTF's
nonregulated accounting procedures, UTLD will also
be required to compensate UTF for the intangible
benefits it receives because of its association with
UTF. Therefore, in consideration of the modifications
we impose on UTLD, we hereby grant UTLD the
authority to provide intrastate long distance service.

ASEB GR

UTLD's application stated its primary business would
be the resale of interLATA MTS and WATS to busi-
ness and residential customers located within the
certificated service area of UTLD's parent, UTF. Such
service offerings are to coincide with the conversion
of UTF's local exchange centrai offices to equal
access. The underlying facilities for WATS and MTS
services will be those of US Sprint Communications
Company (US Sprint), an interexchange company
{TXC) certificated to operate in Florida. The facilities
of other IXCs may also be used.

By Order No. 11206, issued September 29, 1982, this
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Commission ordered the removal of tariff restrictions
prohibiting the resale of intrastate WATS and MTS
telephone service. In that order, we found that resellers
were to be defined as, and treated as, tclephone com-
panies. As such, resellers must be certificated under
Chapter 364, Florida Statutes, before they can provide
telephone communication for hire within Florida. On
Oclober 4, 1982, we voted to allow the filing of ap-
plications for resale certificates and the submission of
proposed tariffs. Since that date, we have approved
certificates for over ninety providers of intrastate long
distance service.

Most applications for an TXC certificate have been
approved by issuance of a Proposed Agency Action
(PAA) order, However, the specific nature of this
application led us to set the matter for hearing on our
own motion. UTLD's parent, UTF, is itself a subsidi-
ary of United Telecommunications, Inc. Another
subsidiary of United Telecommunications, Inc., U.S.
Telecom, Inc., is a fifty percent owner of US Sprint.
The interrelationship of the companies involved in
UTLD's application, as well as other matters could
best be addressed through the hearing process.

We granted intervention to the following telecommu-
nications companies: AT&T Communications of the
Southem States, Inc. (ATT-C); Florida Association of
Concerned Telephone Companies (FACT); MCI
Telecommumications Corporation, Inc, (MCI); Mi-
crotel, Inc. (Microtel); Metromedia' Long Distance,
Inc. (Metromedia); and Teltec Saving Communica-
tions Company (Teltec). Public Counse! also inter-
vened in this docket.

The intervenors argued against UTLD's application to
operate as an interexchange company. Several partics,
as well as staff, took the position that, should approval
be given, UTF's ratepayers should receive compensa-
tion for the benefits UTLD's association with UTF
would provide.

UTF never formally intervened, but its atiomneys ap-
peared on its behslf at hearing and certain witnesses
testified for both UTLD and UTF.

Of the over ninety certificated 1XCs, only three are
subsidiaries of local exchange companies (LECs).
UTLD's application is significant because it represents
the first instance in which a major local exchange
company established a separatc but wholly-owned
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subsidiary to provide long distance service. It also
represents the first instance in which a LEC-affiliated
IXC will perticipate in equal access comversion.
Therefere, UTLD's application raises significant pub-
lic policy questions regarding both structural and
functional separation, cost aliocation, and the possi-
bility that UTLD may enter the intraLATA competi-
tive market against UTF in the event the toll monopoly
currently reserved for the local exchange companies is
eliminated.

PROPOSAL

Initially, UTLD will have only one full-time employee
whose primary function will be to place facilities
orders with UTF's interexchange carrier services
center. UTLD will have no assets or facilities of its
own. The msjority of its functions will be performed
by UTF employees, UTLD's proposal stated UTF
would provide floor space and cmployee time (ac-
counting, legal, tariff development, general services
and engineering) through use of the nonrcgulated
accounting procedures (NAP).

UTLD's capital will be provided by UTF through a
combination of debt and equity investrnents. Interest
on the debt will be charged 10 UTLD at UTF's
short-term rate of interest, plus a portion of UTF's line
of credit costs.

UTLD will provide originating interLATA service to
UTF's customers in those exchanges converted to
equal access. UTLD will order Feature Group D
(FGD) premium access from UTF and deliver only
originating traffic to US Sprint at a co-located
point-of-presence (POP). Initially, UTLD intends to
charge the same rates as AT&T Communications of
the Southem States, Inc. (ATT-C).

UTF will provide billing and collection service and
FGD access under UTF's Access Tarriff. Operator
services, telemarketing services, direct mail service,
advertising and trouble reporting, which are presently
being provided or offered to other IXCs, will be pro-
vided pursuant to contract.

Tt is UTLD's position that its proposal, as outlined
above, meets the criteria set forth in Rulg 25-24 471,

Florida Administrative Code, and therefore is in the
public interest and should be approved.
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THE PUBLIC INTEREST

Our rules provide that a public interest determination
must be made before granting a Certificate of Public
Convenience and Necessity. On the record before us,
we must deny UTLD's application as filed. To do
otherwise would introduce certain anti-competitive
practices imto the IXC  market, foster
cross-subsidization and permit UTLD to benefit from
its close association with UTF without providing
adequate compensation to UTF's ratepayers. We will,
however, grant the application with certain modifica-
tions necessary to protect the public interest.

In reaching our decision, we have balanced the po-
tential benefits to UTF's ratepayers against the poten-
tial detriments to UTLD's competitors. Witness Bruce
Reynolds testified on behalf of UTLD/UTF and cited
the following benefits:

1. UTLD will provide an additional choice for cus-
tomers presubscribing to a long distance company,
particularly in less populated areas.

2. UTLD's use of nonregulated accounting procedures
will allocate a portion of UTF's common costs to
UTLD.

3. By 1990, AT&T Communications of the Southern
States, [nc. will significantly decrease its reliance on
UTF's billing and collection services. Therefore,
UTLD's use of UTF's billing and collection services
will minimize UTF's loss of these above-the-line
revenues,

4, UTLD will rely on the services of UTF operators.

5. Since UTLD will use UTF's billing and collection
services, customers will roceive only one bill, thereby
reducing customer confusion.

In response, the intervenors cited several potential
detriments:

1. Due to UTF"s control of the local monopoly bot-
tleneck, the arrangements between UTF and UTLD
present the very real possibility of UTF acting unfairly
and discriminatorily toward the other IXCs,
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2. The entry of UTLD into the market will result in the
decrease in the market share of the other IXCs.

3, Without full structural separation between UTF and
UTLD, there are opportunities and incentives for
UTLD's expenditures to be assigned to UTF without
hope of detection.

4, Allowing UTF to provide capital to UTLD will
result in a higher risk to UTF's ratepayers, thereby
resulting in a more expensive cost of capital for the
regulated company.

5. Custemers will be confused as to who is actually
providing their long distance service.

6. Due to the relationship between UTLD and UTF,
UTF may be inclined to manipulate network devel-
opment and aftempt to optimize the interests of both
UTF and UTLD, not just UTF's ratepayers.

The majority of the potential benefits and detriments
presented by both sides are based on speculation.
There is very little actual data available to predict how
the iong distance market will be affected by UTLD's
entrance. We nevertheless reject Witness Reynolds's
contention that, since the intervenors' concemns are
speculative, they do not merit our consideration. Of
the three 1XC certificates previously awarded to af-
filiates of other LECs, not one of those LECs involved
possessed a substantial customer base or had com-
verted to equal access. These differences indicate we
should proceed with caution before granting IXC
suthority to UTLD,

UTF serves thirty percent of the state with a customer
base of over 800,000. In the past year, whenever
UTLD appeared on the presubscription ballots in other
state jurisdictions, it made a substantial impact on the
market, gamering between 18 and 26 percent of pre-
subscribed customers. This is a significant share of the
market in view of the fact that this figure is higher than
the combined percentage of all the other IXCs, ex-
cluding ATT-C, Therefore, despite arguments to the
contrary, we find it appropriate to impose safeguards
and monitoring procedures upon UTLLYs operations,

An argument raised in opposition to UTLD's applica-
tion was the high rates it intends to charge its cus-
tomers. As stated earlier, UTLD proposes to mirror
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ATT-C's rates, which are usually the highest inter-
LATA long distance rates in the state. However, this
factor alone is not enough to cause us to deny the
application, We find that price alone is not the reason
customers choose an IXC (if it were, ATT-C would
not serve over 80% of the interLATA market). In-
stead, it is evident that customers consider many in-
tangible, uneconomic factors, such as the familiarity
of the IXC, its perceived service standards, its reputa-
tion, and the convenience of one-stop-shopping before
determining from whom they will order long distance
service, UTLD offers customers another IXC carrier,
and that is a benefit we encourage.

Although Microtel and MCI questioned whether
UTLD's existence would result in UTF's failure to
spend resources and time on its equal access conver-
sions, we believe UTLD's existence will cnhance
UTF's equal access conversions to the benefit of the
ratepayers. We believe that, as a result of equal access
conversion, there will be a corresponding increase in
access retes, i.e., from nonpremium access rates io
premium access rates, which will enhance UTF's
access revenues, ultimately to the benefit of its rate-
payers.

A review of the record demonstrates UTLD will di-
rectly capitalize on its association with UTF. The
evidence indicates UTLD is relying on the name
recognition and reputation of UTF and on the cus-
tomers’ assumption that United Telephone and United
Telephone Long Distance are the same company. In
fact, Witness Reynolds' statement that UTLD would
rethink its entry into the market if it were required o
change its name completely supporis this belief.

UTLD directly benefits from UTF's established name
and reputation. UTLD will be the only IXC in UTF's
service area that consumers will directly associate
with the company providing their local service. Wit-
ness Reynolds testified that UTF would oppose the
use of the United name by any unaffiliated IXC. Thus,
UTLD would be in an advantageous position if this
benefit were without cost to it. It is therefore appro-
priate to require UTLD to pay to UTF a compensatory
fec which will be addressed in further detail below.

ROSS- ID)]

During the hearing, MCI, Microtel and Teltec con-
tended that the potential for cross-subsidization was
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too great to justify approval of the proposed relation-
ship between UTLD and UTF, We view concems
about cross-subsidization as valid and recognize that
there will always be the potential for misallocations
under any system which attempts to allocate shared
resources. We have considered this issue in prior
dockets in which UTF's use of allocation procedures
was presemted as an alternative to full structural se-

paration.

In Dockets Nos. 860114-TL and 861017-TL, we ap-
proved UTF's nonregulated accounting procedures for
separating the costs of its deregulated customer pre-
mises equipment and inside wire offerings. We based
our approval upon a determination that the procedures
appeared to  adequately  protect  agaimst
cross-subsidies. However, in the instant case, we find
UTF's procedures inadequate to protect against
cross-subsidization. UTF's entire venture into the long
distance market through a subsidiary is replete with
new issues and concerns, We view the [XC market as
a developing onme, with the potential to be highly
competitive. As such, we must ensure that the actions
we take do not give any one IXC an undue competitive
advantage. Accordingly, we direct that UTF may only
employ nonregulated accounting procedures for those
services it also offers to other IXCs.

To further protect against cross-subsidization, without
completely eliminating UTF's ability to deal with fts
subsidiary, we wilt allow UTL.D and UTF to enter into
contractual arrangements for services that UTF may or
may not choose o offer other [XCs. However, any
such contract is subject to review pursuant to the fol-
fowing stipulation which the parties offered and we
hereby approve:

United Telephone Company of Florida, UTF, agrees
to make available to any certificated interexchange
carrier, upon request, a list of UTF's departments
providing services to United Telephone Long Dis-
tance and a copy of all contracts, agreements, memo-
rands or other documents that govern the price, terms
or conditions on which services are provided 1o
UTLD. The Commission shall have jurisdiction to
enforce this agreement.

We believe this stipulation adequalely protects the
interests of all the parties and ensures that favoritism
and discrimination will be minimized.

Staff recommended that UTLD should be certificated
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only as a separate subsidiary of United Telecommu-
nications, Inc., rather than as a subsidiary of UTF.
Staff based its position upon its belief that the cost of
capital to the regulated entity will increase to the ex-
tent the financial risk associated with the unregulated
entity is greater. This tenet of public utility financial
theory was supported by UTLD/UTF Witness McRae.
Mr. McRae testified:

No one would disagree that the risk associated with
most interexchange carriers is greater than the risk of
most regulated utilities.

Additionally, Teltec, MCI and Public Counsel op-
posed the provision of capital by UTF to UTLD due to
the potential cross-subsidization effects, both to the
ratepayers of UTF and the competitors of UTLD.
These parties, along with staff, argued that the fi-
nancing of nonregulated activities by a wiility could
have both cross-subsidization and enti-competitive
implications. Staff argued that UTF is in the business
of providing tocal telephone service, not financing the
operations of an [XC, therefore UTF should be pro-
hibited from providing capital to UTLD under any
conditions. Staff stated that, even if UTF provided
funds to UTLD at the market rate available to UTLD
(thereby alleviating some of the concerns raised by
Teltec and Public Counsel), it would place UTF in the
unacceptable position of being in the financing busi-
ness. In rebuttal, UTLD argued that conditions im-
posed upon its receipt of financing from UTF would
impede its ability to compete and would unduly ad-
vaniage its competitors without any corresponding
public interest benefit. UTF attempted to relieve some
of these concerns by pointing out that any capital UTF
provides UTLD will be removed from the regulated
rate base of UTF and not affect its ratepayers.

Upon review of the evidence before us, we reject
stafPs recommendation and hereby grant UTLD the
authority to be structured as a subsidiary of UTF. This
authority is broad enough to allow UTF to provide
debt advapces and equity capital to UTLD.

We believe the modifications outlined in this section
witl sufficiently “level the playing field” without
completely destroying the benefits inherent in the
relationship between UTF and UTLD.

ETITI

The evidence establishes that UTLD has the ability
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and incentive 1o engage in anti-competitive conduct
due to its affiliation with UTF, which controls the
local exchange bottleneck. We recognize that
ATT-C's control of local exchange facilities was one
reason the Bell system was divested inio an interex-
change company and seven regional Bell holding
companies. ATT-C's substantial domination of the
telecommunications industry was ancther reason for
divestiture. Thus, control of the local exchange net-
work alone was not the sole basis for divestiture.

However, the incentive of those who control the local
network to discriminate against competitors was one
of the reasons for prohibiting the Bell opersting
companies from providing interexchange services.
While these restrictions may not last indefinitely, it is
unlikely they will be lifted until it is shown that ade-
quate safeguards exist to ensure against an-
ti-competitive conduct.

Ensuring against anti-competitive conduct is also the
goal of this Commission. Restricting UTLD's use of
nonregulaied accounting procedures is intended to
meet this objective. Accordingly, UTF may provide
the following services to UTLD through tariff or
contract:

1, Billing and Collection Services (tariffed);
2. Operator Services;

3. Telemarketing Services;

4, Direct Mail Services;

5. Trouble Reporting;

6. Feature Group D Access (tariffed);

7. Floor Space; and

8. Employee Time (eg., accounting, legal, tariff’ de-
velopment, general services, engineering),

Fair competition will be maintained in UTF's offering
of these services. UTF's Billing and Collection Ser-
vice is presently being offered to ATT-C, as well a3 to
other 1XCs, pursuant to the Access Services Tariff.
UTYF already provides FGD access service, pursugnt to
1ariff to several IXCs. Therefore, in situations in-
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volving services provided pursuant to tariff, UTF must
comply with tariff charges pursuant to Section 364.09,

Florida Statutes, which prohibits rebates or special
rates.

All other services enumerated in the foregoing list are
to be offered pursuant to contract (unless the service is
offered to all other IXCs in which case nonregulated
accounting procedures may be used). These contrac-
tual arrangements may be afforded to all IXCs, and if
so, will be provided in an equitable manner with sim-
ilar terms and conditions as offered to UTLD. We are
satisfied that the stipulation regarding the disclosure
of contracts between UTF and UTLD will help ensure
fair competition in the services provided by UTF. The
record demonstrates that it is in UTF's best interest to
deal fairly and equitably with all IXCs, whether
through tariffed services or those offered pursuant to
conract.

UTF will purchase UTLD's accounts receivable pur-
suant to UTF's Access Services Tariff which provides
an adjustment for uncollectibles and how deposits
held by UTF are applied. UTF's billing and collection
services for UTLD shoukl be in accordance with
. UTF's Access Services Tariff (Section E-8) which is
identical to those billing and collection services per-
formed for ATT-C and other IXCs.

We are satisfied that competition has been adequately
addressed. However, we believe it is appropriate to
impose certain conditions upon UTF's ability to share
its proprietary information and/or other information
with UTLD.

The following list, though by no means exclusive,
identifics information considered proprietary by the
1XCs; their access contracts; the number of customers
they cach serve; their individual traffic patterns; their
credit reports; etc. Each of the IXCs in tumn expressed
the concern that the potential for abuse of proprietary
information held by UTF was too great not to require
some Commission intervention.

UTF responded that it intends to treat as confidential
any information for which an IXC requests such
treatment. Witness Reynolds stated that UTF main-
tains the confidentiality of contracts as standard prac-
tice. 1t was his opinion that the IXCs should be assured
of fair treatment given UTF's track record in that area.
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Although the record supports UTF's assertions re-
garding its prior “track record”, we believe that, given
the competitive nature of the IXC market, the certifi-
cation of UTLD may provide UTF an incentive to
misuse information. Therefore, we impose the fol-
lowing safeguards:

1. No officer or employee of UTLD shall have access
to any proprietary information held by UTF unless
somehow it meets condition 2;

2. Any information provided to UTLD should be
available to all other Florida IXCs, be it confidential
or otherwise;

3. UTF shall take steps to inquire of every IXC,
whenever any IXC information is given to UTF,
whether that information should be held confidential;
and

4, Following the above guidelines, UTF and UTLD
should submit to the Commission, for its approval, a
plan on how UTF proposes to ensure that all proprie-
tary information held by UTF will remain confiden-
tial.

Another potential threat to competition was raised by
ATT-C. During the hearing, the attomey for ATT-C
questioned whether the likelihood existed that UTLD
would sell or transfer its eventual customer base to US
Sprint. To alleviate this concern, UTF stipuated that
there would be no transfer of a customer bese from
UTLD to anyone, without seeking the Commission's
specific approval. We accept UTF's representation and
believe it adequately addresses ATT-C's concern.

Finally, the parties and staff questioned whether the
potential for customer confusion would hinder com-
petition. UTLD is clearly relying on the United name
to garner market share, and it's doubtfu! customers of
UTLD will consider it an entity unrelated to UTF. Our
desire is that UTF not purposely promote this concept
through misleading advertisements. UTLD's market-
ing strategy, employed in other jurisdictions, encou-
rages the customer to “stay with United, the people
you know", or “avoid dealing with a siranger”. We
find this type of advertising to be misleading. There-
fore, UTLD and UTF may not directly state or imply
that doing business with UTLD is the same as doing
business with UTF.
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While we recognize this condition may prove difficult
to enforce, we believe monitoring of the calls handied
by marketing representatives will indicate if problems
exist. Accordingly, UTF is directed to instruct its
marketing agents not to discriminate sgainst the other
IXCs by suggesting potential customers subscribe to
UTLD. Additionally, UTF shall provide to its pre-
subscription customers, as a matter of practice, a list of
all IXCs which will participate in presubscription in a
given UTF service arca.

We believe the conditions outlined in this section
sufficiently lesson the potential anti-competitive ef-
fect UTLD's entrance into the market has upon the
entire IXC industry.

IONT ED NE
COMPANY OF FLORIDA

Our final modification to UTLD's grant of authority is
the imposition of the compensation payment. We find
it is in the public interest to require UTLD to com-
pensate UTF for the many intangible benefits it rece-
jves, including, but not limited to the following: the
use of the United name; the use of the United logo;
reliance on the United reputation; immediate access to
financing; and the ability to capitalize, through con-
tractual arrangements, on a trained, skilled workforce.

DTLD's relationship to UTF avoids all the start-up
costs a fledgling competitor faces when it enters the
long distance market. UTF is essentially a
one-stop-shopping center for all of UTLD's technical,
personnel, administrative, informational and financial
needs. We find it unfair to allow UTLD to rely on
these benefits without compensating UTF.

Accordingly, the compensatory fee reflects our belief
that these benefits were established and are being
maintained by the moaopoly company, UTF, at rate-
payers' expense. The actual fee to be collected shall
equal 2.8% of the difference between net revenues
(gross revenues minus uncollectibles) and originating
and terminating access charges. However, in no event
shall the fee exceed, on an after tax basis, 17.5% of
UTLD's net operating income to be computed without
the fec. Because UTLD only directly pays originating
access charges, it must estimate its terminating access
charges in order to implement this formula, because its
terminating access charges will be paid through
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another carrier. Therefore, for purposes of calculation,
terminating access charges can be derived from con-
versation minutes. Conversation triggers the imposi-
tion of terminating access charges. Terminating mi-
nutes can then be estimated from originating minutes,
since originating access minutes consist of two cle-
ments; conversation minutes and nonconversation
minutes. Nonconversation time amounts approx-
imately to 8.92% of intrastate interLATA 1+ mes-
sages. Therefore, intrastate inerLATA terminating
access minutes shall be computed by dividing origi-
nating access minutes by the variable 1.0892.

Finally, we recognize that in the future additional
services will be provided by the unregulated entity.
The result will be a vast pool of resources developed
and maintained at the expense of the monopoly's ra-
tepayers but used increasingly by unregulated opera-
tions. Therefore, by our 77 in this docket, we announce
our intention to require payments to regulated utilities
for intangible benefits provided to nonregulated af-
filiates.

FINDINGS OF FACT

1. United Telephone Long Distance's application for a
Certificate of Public Convenience and Necessity must
be modified to minimize the potential for an-
ti-competitive practices and the possibility of
cross-subsidization.

2, United Telephone Long Distance may exist as &
separate subsidiary of United Telephone Company of
Florida.

3. United Telephone Long Distance may receive fi-
nancing from United Telephone Company of Florida.

4. United Telephone Company of Florida may employ
its nonregulated accounting procedures for services it
provides to United Telephone Long Distance only if it
offers that service to all interexchange companies.

5. United Telephone Long Distance shall compensate
United Telephone Company of Florida for usc of the
United name, logo and reputation, pursuant to the
terms of this order.

CONCLUSIONS OF LAW
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t. Approval of United Telephone Long Distance's
application for a Certificate of Public Convenience
and Necessity to provide intrastate long distance ser-
vice is in the public interest.

2. United Telephone Company of Florida shall not
discriminate in providing services to United Tele-
phone Long Distance.

3. United Telephone Long Distance must comply with
the terms of this order, as well as all applicable statutes
and rules, including, but not limited to, Chapter 364,
Florida Statutes, and Rule 25.24 45
through 25-24.495, Florida Administrative Code.

4. The stipulation among the partics, pursuant to
which United Telephone Company of Florida will
make available, to a requesting IXC, a list of its de-
partments providing service to United Telephone
Long Distance and a copy of all contracts, agreements,
memorandum or other documents that govern the
price, terms or conditions on which services are pro-
vided to United Telephone Long Distance, is in the
public interest and is hereby approved.

(o] PA RAP
In view of the foregoing, it is therefore,

ORDERED by the Florida Public Service Commis-
sion, that all findings in the body of this order are
hereby expressly adopted both in form and content. It
is further

ORDERED that United Telecphone Long Distance,
Inc.'s application for a Certificate of Public Conven-
ience and Necessity to provide long distance service is
hereby granted in accordance with the requirements of
this order. It is further

ORDERED that United Telephone Company of
Florida, in conjunction with United Telephone Long
Distance, Inc. submit a plan within thirty days of the
jssuance date of this order which outlines how United
Telephone Company of Florida proposes to ensure
that all proprietary information held by it remains
confidential. It is further

ORDERED that United Telephone Company of
Florida is bound by the representation of its attomey
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that United Telephone Long Distance, Inc. will not
sell of transfer its customer base without first obtain-
ing this Commission's approval. It is further
ORDERED that this docket be closed upon receipt of
United Telephone Company of Florida's plan (to be
developed with United Telephone Long Distance,
Inc.) which outlines the procedures it will follow in
handling proprietary information.

By ORDER of the Florida Public Service Commis-
sion, this 2nd day of MARCH, 1988.

STEVE TRiBBLE, Director
Division of Records and Reporting
by: Kay Flvon

Chief, Bureau of Records

{SEAL)

As printed in Florida Public Service Commission
Reporter

END OF DOCUMENT
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M
In Re: Application of United Telephone Long Dis-
tance for Resale Certificate.
Docket No. 870285-T1
Order No. 19734

Florida Public Service Commission
July 27, 1988

Before Katie Nichols, Chairman, Thomas M. Beard,
Gerald L. Gunter, John T. Herndon and Michael McK.
Wilson, Comimissioners,
R DIS ING F N-
1 TON

BY THE COMMISSION:

The motion for reconsideration of certain portions of
Order No. 18939, filed by United Telephone Long
Distance, Inc. and United Telephone Company of
Florida (UTF/UTLD) is denied. UTF/UTLD failed to
allege sufficient facts for this Commission to conclude
that it arrived af its decisions in that order due fo
mistake, oversight or misapprehension of law or fact.
However, upon this Commission's own motion it has
considered some of the rulings set forth in Order No.
18939 and hereby clarifies that order to the extent set
forth below.

ASEB RO

Order No. 18939, issued March 2, 1988, granted
UTLD the authority to provide interexchange services
and allowed it to be structured as a subsidiary of UTF.
That order imposed certain conditions and limitations
upon the type of relationship that could exist between
UTF, the parent and UTLD, its subsidiary. For in-
stance, while we allowed UTF to provide financing to
UTLD, we required UTLD to pay a compensatory
payment to UTF for the benefits UTLD derived due to
its affliation with UTF. We also imposed conditions
and limitations upon UTLDY's authority to provide long
distance service due to our concetns that the nature of
the relationship between UTF/UTLD would increase
the opportunity for anti-competitive practices or the
possibility of cross-subsidization. All modifications to
the original application reflected our attempt to bal-
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ance the potential benefits to UTF's ratepayers with
the potential detriments to UTLD's competitors that
UTLD's entry into the marketpiace could create.

On March 17, 1988, UTE/UTLD filed its motion for
reconsideration alleging that portions of Order No.
18939 were “unnecessary, inappropriate and incon-
sistent with other findings and conclusions reached by
the Commission.”Specifically, UTF/UTLD asked for
reconsideration of our prohibition against UTF em-
ploying its nonregulated accounting procedures for
gervices it offers to UTLD unless those services were
offered to other interexchange cerriers (IXCs); our
restriction on the manner in which UTF/UTLD could
identify their business relationship; our requirement
that UTF purposefully inquire of every IXC as to
whether the information the IXC provides to UTF is
confidential; and our statement in the order which
announced our intention to require nonregulated af-
fliates to compensate the ratepayers of the regulated
utilities for the benefits derived from the association.

DISCUSSION

Having considered the criteria nccessary to sustain a
motion for reconsideration, pursuant to Rule
25-22.060, Florida Administrative Code we conclude
that UTF/UTLD failed to allege sufficient facts to
support its position that our decisions in Order No.
18939 were arrived at due to error, oversight or mi-
sapprehension of law or fact, Accordingly, the motion
is denied. However, we find it necessary to clarify
certain portions of the order.

Our first modification to Order No. 18939 will be to
delete the entire fourth paragraph on page ten of the
order. We believe this paragraph contemplates a pol-
icy much broader than the one which may be drawn
from out requirement of the compensatory payment in
this docket. Accordingly, the paragraph will be striken
from the order.

Our second point of clarification will be to remove the
affirmative obligation we imposed upon UTF to in-
quire of every IXC, each time the IXC provides in-
formation to UTE, whether the information must be
treated as confidential. Instead, we will place the
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burden on each IXC to classify its information as
confidential and the responsibifity on UTF to comply
with such requests. We believe it is more appropriate
to require each [XC to identify what material it wants
handled confidentially than to order UTF to assume
this responsibility.

The third point we considered will not result in a
change to the order but will merely provide clarifica-
tion. Order No. 18939 provides that “UTLD and UTF
may not directly state or imply that doing business
with UTLD is the same as doing business with
UTF."We believe this statement sufficiently restricis
UTF/UTLD from declaring that the two companies
are one and the same. However, upon consideration,
we conclude that the terms of the order do not prohibit
UTF/UTLD from publicly identifying the relationship
that exists between the regulated wtility and the un-
regulamed utility. Accordingly we have no objection to
UTLD identifying itself as a subsidiary of UTF.

The final point we have considered results in a sig-
nificant modification to the order. We have decided
that UTF will be allowed to employ its nonregulated
accounting procedures for services and facilities it
deems appropriate to offer only to UTLD. We had
originally limited UTF's use of its nonregulated ac-
counting procedures to only those services and facili-
ties it offered to othes [XCs. Qur prior decision to limit
UTF's use of its nonregulated accounting procedures
was done to ensure, to the greatest extent possible, an
arms length relationship would exist between the
parent company, UTF, and its subsidiary, UTLD.
However, upon consideration we find that we have
created an artificial barrier that would likely result in
UTF either being forced to enter into contrived con-
tracts in order to offer services to UTLD, or being
forced to “offes” services to other IXCs knowing that
no IXC would want the service. This was not the result
we intended, Accordingly, we will permit UTF to
utilize its nonregulated accounting procedures 1o go-
vern the services and facilities it offers to UTLD
which are not tariffed or suitable for contract. We are
confident that this objective method of allocating costs
will lessen the opportunity for cross-subsidization.

Thercfore, based on the foregoing, it is
ORDERED by the Florida Public Service Commis-

sion that the Motion for Reconsideration of Order No.
18939 filed by United Telephone Long Distance, Inc.
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and United Telephone Company of Florida is hereby
denied. It is further

ORDERED that on our own motion Order No. 18939
is clarified or modified to the extent outlined in the
body of this order. It is further

ORDERED that this docket remain open pending
completion of our review of United Telephone Com-
pany of Florida's plan regarding its treatment of pro-
prietary information submitted pursuant to Order No.
18939.1t is further

ORDERED that Order No. 18939 is affirmed in all
other respects, except as to portions modified by this
order.

By Order of the Florida Public Service Commission,
this 27th day of JULY, 1988.

STEVE TRIBBLE, Director
Division of Records and Reporting

As printed in Florida Public Service Commission
Reporter
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