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Dear Ms. Cole:

This morning you received, via FedEx, five (5) boxes of materials from South Florida
Hospital & Healthcare Association (“SFHHA™) for filing in Docket No. 080677-El. Inter alia,
these boxes contained the Direct Testimony and Exhibits of Stephen J. Baron, Richard A.
Baudino, and Lane Kollen. After sending the materials in question, SFHHA realized that it had
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FLORIDA PUBLIC SERVICE COMMISSION

INRE: PETITION FOR RATE INCREASE BY )DOCKET NO. 080677-EI
FLORIDA POWER & LIGHT COMPANY = )

DIRECT TESTIMONY OF STEPHEN J. BARON

I. INTRODUCTION

Please state your name and business address.

My name is Stephen J. Baron. My business address is J. Kennedy and

Associates, Inc, ("Kennedy and Associatcs"), 570 Colonial Park Drive, Suite

305, Roswell, Georgia 30075.

What is your occupation and by whom are you employed?

I am the President and a Principal of Kennedy and Associates, a firm of utility

rate, planning, and economic consultants in Atlanta, Georgia.

Please describe briefly the nature of the consulting services provided by

Kennedy and Associates.
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Kennedy and Associates provides consulting services in the electric and gas
utility industries. Our clients include state agencies and industrial electricity
consumers. The firm provides expertise in system planning, load forecasting,

financial analysis, cost-of-service, and rate design. Current clients include the

~ Georgia and Louisiana Public Service Commissions, and industrial consumer

groups throughout the United States.

Please state your educational background.

I graduated from the University of Florida in 1972 with 2 B.A. degree with
high honors in Political Science and significant coursework in Mathematics
and Computer Science. In 1974, 1 recei§ed a Master of Asts Degree in
Economics, also from the University of Florida. My areas of specialization
wére econometrics, stéﬁstics,_ and public utility economics. My thesis
concemed the dcvelbpment of an econometric model to forecast electricity
salés in the State of Florida, for which I received a grant from tl‘m Public
Utility Research Center of the University of Florida. In addiﬁon, I have
ad\}anced.;tudy and couréework in time series analysis and dynamic model

building.

J. Kennedy and Associates, Inc.
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Please describe your professional experience.

I have more than thirty yeafs of experience in the electric utility industry in the

areas of cost and rate analysis, forecasting, planning, and economic analysis.

Following the completion of my graduate work in eco'nor_nics, I joined the
staff of the Florida Public Service Commission in August of 1974 as a Rate

Economist. My responsibilities included the analysis of rate cases for electric,

telephone, and gas utilities, as well as the preparation of cross-examination

" material and the preparation of staff recommen'dations.

In December 1975, I joined the Utility Rate Consulting Division c;f Ebasco
Services, Inc. as an Associate Consultant. In the seven years 1 worked for
Ebésco, I received successive promotions, uitimately to the position of Vice
President of Energy Management Services of Ebasco Business Consulting
Company. My responsibilities included the. management of a stﬁﬂ’ of

consultants engaged in providing services in the areas of econometric

modeling, load and énergy forecasting, production cost modeling, planning,

. cost-of-service analysis, cogeneration, and load management.

J. Kennedy and Associates, Inc.
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I joined‘the public accounting firm of Coopers & Lybrand in 1982 as a
Manager of the Atlanta Office of the Utility Regulatory and Advisory Services .
Group. In this capacity I was responsible for the operation and management
of the Atlanta office. My duties included the technical and administrative
supervision of the staff, budgeting, recruiting, and marketing as well as proje;:t :
management on client engagements. At Coopers & Lybrand, I specialized in
utility cost analysis, | fprecaéﬁng, load analyé@s, economic analysis, and

planning.

In January 1984, I joined the consulting firm of Kennedy and Associates as a -

Vice President and Principal. Ibecame President of the firm in § anuaiy 1991.

During the course of my career, I have provided consulting services to

numerous industrial, commercial, Public Service Commission and utility

clients, including interational utility clients.

I have presented numerous pépers‘ and published an article entitled "How to
Rate Load Management Programs" in the March 1979 edition of "Electrical
World." My article on "Standby Electric Rates” was published in the

November 8, 1984 issue of "Public Utilities Fortnightly." In February of

J. Kennedy and Associates, Inc.
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1 1984, 1 completed a detailed analysis entitied ';Load Data Transfer
2 _ Techniques” on behalf of the Electric Power Research Institute, wﬁich
3 published the study.
) :
5 1 have ‘_presented testimony as an expert witness in Arizona, Arkansas,
6 Colorade, Connecticut, Floﬁ&a, Georgia, Indiana, Kentucky, Louisiana,
7 | Maine, Michigan, Minriesota, Maryland, Missouri, New Jersey, New Mexico,
8 Ne‘;v York, North’Ca:oliné, Ohio, Pennsyl?aﬁia, Te){as, Utah, Vi;:ginié, West
9 Virginia, Wisconsin, ‘Wyoming, before the Federal Energy Regulatory
10 | Commission ("FERC"), and in United States Bankiuptcy Court. A list of my
11 - specific regulatory appearances can be found in Baron Exhibit _ (SIB-1).
12
13 Q. Do you have previous experience in FPL regulatory proceedingé?
14
15 A Yes. I have been involved in a number of FPL rate proceedings during my
16 career. This includes participation as a Florida f’ublic Service Commission
17 Staff member in a 1975 FPL rate case, a generic DSM proceeding in 1993 and
18 FPL rate cases in 2001 and 2005. 1 hﬁve also tesﬁﬁéd before the Commission
19 ~ in other proceedings on a number of occasions. |
20

J. Kennedy and Associates, Inc.
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Q.  On whose behalf are you testifying in this proceeding?

A, I am testifying on bebalf of the South Florida Hospital and Healthcare
Association, Inc. (“SFI—]HA” or the “hospitais”).' SFHHA members take
“service on FPL General Service, High load factor-Time of Use and CILC rate

schedules throughout the Company’s service area.
Q. What is the purpose of your testimony?

A. I will address issues associated with FPL’s class cost of service study-and ifs
proposed allocation of its requested basc rate revenue increase of $1,044
million inj2010 ($969 million in fate schedﬁle increases, $75 million in “other
revenue” increases). FPL has filed and supports a. 12 CP and 1/13% averagé
demand methodology that does not classify any distribution plant and expense
as customer related, other than services and meters. Initially, I will discuss
the Comp;‘a.ny’s étudy and idgnﬁfy what appear to b.e anomﬁlies, in the

" projections that tﬁe Company has made for some rate schedules in the 2010

test year analysis.

! Since FPL’s 2011 cost of service Study uses an identical methodology, my comments, findings and
recommendations apply to 2011 as well.

. J. Kennedy and Associates, Inc.
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T will present the results of alternative cost of service analyses using other
production demand allocation methods that correct for FPL’s unreasonable
proposals. - In addition, I will address ‘thé- Company’s classification of
distribution cosfs and present an analysis that reflects a more reasonable
classification of these costs on the basis of the numberl of customers in each
rate schedule, consistent with methodologies addressed in the National
Association of Regulatory Utility Commissions (“NARUC”) Electric Utility

Cost Allocation Manual.

I ﬁill‘ also diécuss the Company’s proposed increases to each‘rate schedule.
FPL has argued that, bgcause of prior. settlements, projected 2010 and 2011
rate dispaﬁties are excessive and the Company is proposing to eliminate these
dispariﬁes in this case. This pqsitidn would produce excessive increases o
Jarge general service customers in this case. For example, the Company is
proposing a base rate increase for the CIL.C-D rate schedule, on which many .
members of SFHHA take service, of 58.8% in 2010, compared to the system
average rate schedule increase of 25%. My primary position is that FPL’s
cost of service allocation methodology is ﬁn_reasonable. While I recognize
that FPL’s methodology is consistent with Commission precedent, T will

show that the Company’s cost of service study does not produce fair, just and

J. Kennedy and Associates, Inc.
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reasonable rates under the current circumstances and that the Commission
therefore should adopt a different allocation methodology that more
appropriately recognizes the cost drivers on FPL’s system. I will also discuss

anomalies in the Company’s projected parity results that I have identified.

I will also address the concept of gradualism in ratemaking and propose an’ _
alternative s.et of rate schedule revenue increases consistent with the Florida
Commission’s prior precedent of limiting the increase to any rate schedule to
150% of the average increase. Irrespective of the class cost of .service study
methodology that is approved by the Commission (i.e., FPL’s ﬁle& 12 CP and

1/13™ average demaﬁd study, the SFHHA study or any altemative cost of

service study approved by the Commission), the increase to any rate schedule

be limited to 150% of the system average increase.

Would you summarize your conclusions and recommendations?

Yes.

¢ FPL has used cost of service methodologies in this case that
- unreasonably attribute cost responsibility to large general
service rate schedules and ignore key cost drivers that have
the effect of promoting on-peak consumption, which leads to
increased costs on the system.

J. Kennedy and Associates, Inc.
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o FPL has based its proposed rate schedule increases on the

results of its 12 CP and 1/13™ average demand cost of service
study and a goal to bring each rate schedule to within parity

of the system average rate of return. A more reasonable cost.

of service study for FPL is a method based on a summer CP
methodology, coupled with consideration of a “minimum
distribution system” approach to the classification of
secondary distribution facilities. FPL’s failure to reasonably

allocate costs in this case has resulted in an over-allocation of -

cost of service to large customers, which FPL then relies on to
support significantly above average increases to these rate
schedules. ‘

FPL has proposed increases to some rate schedules that are
substantially in excess of 1.5 times the average retail base rate
increase requested by the Company. Some rate schedules,
such as CILC-D, GSLD-1, GSLDT-1, GSLDT-2, HLFT-2 and
HLFT-3 will receive increases of 50% to 60% under the
Company’s proposals in this case. Putting aside for the
moment the issue of whether FPL’s cost responsibility
calculations are correct; in consideration of the impact and the

potential for “rate shock” with such large increases, no rate
schedule should receive an increase greater than 150% of the

system average base rate increase, consistent with the

regulatory concept of “gradualism” and the Commission’s

precedents in other cases.

J. Kennedy and Associates, Inc.
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XI. COST ALLOCATION ISSUES

 Would you please discuss the issue of the allocation of demand related.

production costs?

Yes. As required by the MFR, FPL has filed a 12 CP and 113" avérage

demand based cost of service study in this case. Another important
methodological feature of the Company’s cost study (beyond the allocation
method for production and tfansmission demand césts) is the Company’s
classification of all distribution costé (except meters and services) as demand
related. As I will discuss, th¢ Coxﬁpany’s methodology ignores rany
“custbmer related” cost responsibility for hundreds of millions of dolllars of
distribution plant and cxpenseg, contrary io the 'ap'proachcs used by _mahy
other uﬁﬁﬁcs ti'lroughout the country and the NARUC cost allocation manual,
which recognizes a “customer component” of distribution cost based on a

minimum system concept.
Given the significance placed on the rate of return parities produced by the

Company’s class cost of service study, these issues (the production demand

allocation method and the consideration of a customer component of

J. Kennedy and Associates, Inc.
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distribution costs) are highly significant. - In pa;:ticular, the Company’s
rejection of gradualism in its rate schedule increases places even more
tmportance on these methodological issues; While 1 agree that parties can,
and typically do, reasonably disagree about cost allocation methodologies, the
Company’s insistence on setting rates at parity in this case places a higher
level of significance on the cost of service. study issue. Given that general
service customers will face increases in excess of twice the,averagc increase
in this case under the Company’s proposal, it is all the more important to
address the reasonableness of the cost of sefvice study relied oﬁ by FPL for its

recommendations.

~ What is your understanding of the underpinning for the use of the 12 CP

and 1/13 average demand method?

This methodology, which is primarily a 12 CP method, allocates production
demand costs under the assumption ;Hat customer (and ultimately- rate
schedule) kW demand contributions to each of the 12 monthly coincident
peaks have equal “cost responsibility” for the Company’s generating units
and power purchases (the capacity portion thereof ). Thus, for example, the

12 CP method presumes that a residential or general service customer’s

J. Kennedy and Associates, Inc.
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incremental demand at the time of the August or January system coincident

peak 1s no more “costly” i_:o the system than the same amount of incremental

- demand at the time of the October or April FPL peak. This method sends

price signals to customers that adding demand during any of the mdnth]y
peaks throughout the year costs the same to the Company. Correspondingly,
if residential loads are being added more répiﬁly in the summer and winter
i)eak months than in the off-peak months, the impact on cla;s Tevenue
requirements is much less (under FPLs cost methodology) than if a group of
genéral service customers added the identical load during the summer and

winter peaks, but also added a like amount of load in the off-peak months. In

-that case, general service class cost responsibility would increase much more

under the Company’s cost of service study allocation approach, even though

~such responsibility was spread throughout the year and not concentrated

during the summer and winter peak. months. As I will discuss subsequenﬂy,
the driving factof in the addition of new generaﬁng capacity on the FPL
system is the peak demand during the summer months. A review of FPL
monthly reserve margins clearlyl demonstrates that it is customer demaﬁd

during the peaik suminer months that is the primai'_y cause of new capacity and

its associated cost. While annual energy use influences the economics of

generation selection, it is the level of customer demand in the summer months

J. Kennedy and Associates, Inc.
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that. influences the need for the capacity itself. As a result, a methodology,
such as 12 CP that attributes the same impact to peak demand during off-peak |
months such as October or April as it_ does during peak summer months,r doés
not recognizg the actual causation of the need fof capacity additions on the

system

Does FPL phn capacity additions to meef minimum reserve

requirements during the summer peak?

Yes. Based on the Company’s most recent 10 year site plan document, FPL
utilizes a 20% minimum planning. reserve margin criterion that it applies to
both the summer and winter peak load requirements. However; based on
expected peak loads on the system over the next 10 years, the summer month
ieéerve margin is ther binding constraint for planning. Baron Exhibit__ (SJB-

2) contains an excerpt from FPL’s April 2009 “Ten Year Power Plant Site

Plan’; covering the period 2009 to 2018. A comparison of Schedule 7.1 of the

planning document, which shows summer peak reserve margins to Schedule
7.2, which shows winter peak reserves, clearly demonstrates that FPL

summer peak loads drive the need for future capacity additions.

J. Kennedy and Associates, Inc.
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Are peak demands in other months binding constraints on the need for

capacity and reserves on the system?

No, not based on the relative loads in non-summer months, Figure 1 below

shows a chart of actual mbnthly system peak demands for the five year period

2004 to 2008. This chart cléarly demonstrates that summer peak demands are

significantly greater than non-summer month demands.

Figure 1
Florida Power & Light
‘Monthly System Peak Demands (2004 - 2008 Actual)
Mw .
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J. Kennedy and Associates, Inc.
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Customer on-peak usage during the summer is driving' the need for capacity -
on the system and should be the basis for assigning production demand cost

responsibility to rate s_chedulés.
Is this pattern expected to continue during in the future?
Yes. Figure 2 below shows a chart of forecasted monthly peaks for the period

2010 through 2013. FPL continues to expect a pronounced surnmer peak in

future years.

Figure 2
Florida Power & Light
Monthly Peak Demands (2010 - 2013 Forecasted)
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~ What are the implications of this for pricing using the Company’s

proposed 12 CP and 1/13* average demand methodology? -

The main implication is that customers are being provided price signals
through rates that FPL is indifferent as to whether customers use demand in

say March or in August. Even with moderated growth, FPL expects that

“installed capacity will grow by close to 6,000 mW over the next 10 years,

according to Schedule 7.1 of the Company’s 10 Year Site Plan [see Baron

Exhibit__ (SJB-2)]. Based on the Company’s planning criteria and its

seasonal load shape (pronounced summer peak), it would appear highly_

unlikely. that changes in monthly peak demands in the non-summer months

- would have a material impact on the need for new capacity. .Yet, FPL’s 12

CP and 1/13" method assumes that production demand costs are equally
driven by customer load coincident with these non-summer months as by

customer loads in the summer. FPL continues to argue in its rate filing that

. customer behavior during any of the 12 months during the'year is equally

responsible for the Company’s need to acquire new generating facilities to
meet demand, However, FPL’s own data do not support that conclusion.

Rather, the data support the conclusion that much of the new generating

J. Kennedy and Associates, Inc.
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capacity that FPL is planning would not be required, but for the need to meet

suminer peak requirements.

What about the argument that the fuel savings associated with base load
generating units support an allocation method that recognizes costomer

usage in non-peak months or even in the off-peak period?

Though it is certainly true that a base Joad nuclear unit produces energy at a
Jower fuel cost than a gas fired combined cycle unit, this does not change the
fact that the Company is proposing to add thousands of mW of additional

generating capacity to meet its summer peak demand. At the same time, FPL

is “telegraphing” its customers-through cost allocation and rate design that the

“cost” of customer decisions associated with the next unit of consumption

'during March or October is equally responsible for this new capacity cost as

the next unit of consumption during August at the time of the system peak.
What conclusions do you draw from this analysis?
I believe that it is appropriate for the Commission to depart from its

traditional approved 12 CP and 1/1 3% methodology because that methodology

- J. Kennedy and Associates, Inc.
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is inconsistent with the factors that cause FPL to incur costs associated with
new capacity additions. I recommend a summer coincident peak method

because it recognizes the factors that actually are driving capital expenditures

on FPL’s system.

Would you please discuss the methodology used by FPL to allocate

distribution plant investment and expenses to retail rate classes? |

Yes. As discussed in FPL witness Joseph Ender’s testimony, the Company
has classified all distribution plant as demé.nd related except account 369
Services and account 370 meters, Which are classified as customer related.
The Company’s approach does not give any recognition to a customer
component of any primary or secondary line, pole or transformer. All of these

costs are assigned on the basis of kW demand.

Do you agree with the Company’s classification of these distribution

costs?

No. Despite the Commission’s prior decision’s rejecting a customer

component for these distribution facilities, I believe that there is credible

J. Kennedy and Associates, Inc.
___Docket No.080677-EI
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1 evidence to support a classification of some portion of these facilities as

2 customer related. Given the significant reliaﬁce that the Company hasl placed

3 ‘on the results of its cost of service study in assigning its requested revenue

4 " increase to rate schedules in this case, it is reasonable for the Commission 10

5 - consider evidence on alternative methods -of. classifying distribution costs in

6 this case. FPL has, to a v.ery significant degree, relied on the “parity” results

7 from its cost of service study fo assign increases .to rate schedules. In

8 particular, the proposed increases to its géneral service ‘rate schedules are

9 substantially higher than the system average increase due to the parity results.
10 | These parity results are driven to a large extent by the methodology used by
11 FPL to élassify_ and allocate costs to réte schedules. This is not purely an
12 argument of academic interest. To the extent that the cost qf service study is
13 used to allocate the approved increase in this case, the underlying
14 methodblogy used in the sfudy will have a material impact on customer rates.

15

16 Q. What is the central argument underlying a classification of some portion

17 of distribution costs (other than services, meters and ‘“‘primary puil-
18 offs’) as customer related?
19

J. Kennedy and Associates, Inc.
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As described in the NARUC Electric: Utility Cost Allocation Manual, the
underlying argument in support of a customer component is that there is a
minima level of distribution investment necesséry to connect a customer to
the distribution system (lines, poles, transformers) that is independent of the

2

level of demand of the customer.” To the extent that this component of

_distribution cost is a function of the requirement to interconnect the customer,

regardless of the customer’s size, it is appropriate to assign the cost of these
facilities to rate schedules on the basis of the number of customers, rather
than on the KW demand of the class. As stated on page 90 of the NARUC
cost al_locatioﬁ manual: |
When the utility installs distribution plant to provide service to
a customer and to meet the individual customer’s peak demand

requirements, the utility must classify distribution plant data
separately into demand- and customer-related costs.

Has FPL offered evidence disputing that conclusion?

No.

Would you briefly explain the conceptual basis for a minimum

distribution cost methodology?

% An excerpt from the NARUC manual that discusses the classification of distribution costs is
contained in Baron Exhibit__ (SIB-3). :

J. Kennedy and Associates, Inc.
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As discussed in the NARUcrcost allocation manpual, tl;ere are - two
approaches that are typically used to develop a customer component of
distribution plant and expenses. Each of the two approaches (“‘zero-
intercept” and “minimum size”) is désigned to measure a “zero load cost"’
associated with serving customers. Each methodology attempts to measure
the customér component of various distﬁbuﬁon plant accounts (e.g., poles,
primary lines, 'secondary lines, line transformers, etc.). Each of the twé
methods (the zero-intercept method, for example) is designed to estimate
the component of distribution plant cost that is incurred by a utility to
effectively interconnect a customer to the sysi;em, as opposed to providing a
specific level of power (kW demand) -to the customer.  Though

arithmetically the zero-intercept method does produce the cost of say “line

transformers” associated with “0” kW demand, the more appropriate

interpretation of the zero-intercept is that it represents the portion of cost

that does not vary with a change in size or kW demand and thus should not

be allocated on NCP demand (as FPL has done). Essentially, the “zero-
intercept” represents the cost that would be incurred, irrespective of

differences in the kW demand of a distribution customer. It is this cost-

‘invariant component that is used in the zero-intercept method to identify the

J. Kennedy and Associates, Inc.
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1 portion of distribution costs that shouldlbe allocated to rate classes based on
2 - the number of primary and secondary distribution customers taking service
3 " in the class.
4
5 Conceptually, this analysis is designed fo estimate the behavior of costs
6 ~ statistically, as the Company ﬁleets growth in both the number of
7 distribution customers and the loads of these customers. This is in contrast
-8 to FPL’s analysis that is premised on an assumption that all distribution
9 costs (except services and meters) vary directly with kW demand, without
10 any fixed component that should be allocated‘ oﬁ the ;l)asis of the number of
11 : customers in each claés. |
12

13 Q. Do you have any specific examples that could illustrate this point?

14

15 A, Yes. Inthis rate case, FPL has classified all costs in account No. 364, poles,

16 towers and fixtures, as demand related and allocate_d these costs to rate
17 schedules on the basis df rate class NCP demand. This account mainly
18 consists of | primary and secondary poles. Based on the Company’s
19 workpapers in this case, there were approximately 185,000 secondary poles
20 | in the account that have been allocated to rate schedules using rate class

J. Kennédy and Associates, Inc.
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NCP demand. Table 1 summarizes FPL’s implicit allocation of these

secondary poles to major general service rate schedules and the resideﬁtial

rate class on the basis of demand. As can be seen in the tabl'e, FPL’s cost of

service study assumes that about 30 residential customers are served from

each pole, while it takes about 19 poles to serve a single GSLDT-2

customer. This obviously does not seem realistic; yet, this is the cost

allocation underlying FPL’s proposed rate schedule increases in this case.

Table 1

Total Secondary Poles: 185,256

Allocati_on Poles Allocated

Rate Class Factor* ic Rate

CILC-1D 1.444% 2,675
CILC1G 0.1456% 269
GSD1 21.398% 39,641
GSLDA 4.767% 8,831
GSLD2 0.526% a74
HLFT2 . 3.965% 7,346
RS1 B7.231% " 108,024
* FPL105

FPL's Assignment of Secondary Poles Per Customer

Poles Per  Poles Per Every
Customer 35 Customers

9.62 336.6
2.47 86.6
0.39 - 135
5.18 181.3

18.79 - 657.7

- 6.18 2163
0.03 0.9

J. Kennedy and Associates, Inc.
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Figure 3 below illustrates this in graphic form. This result suggests that the
Company’s study, which ignores any measure of a customer component for
distribution facilities (other than meters and services), overstates cost

responsibility for large general service rate schedules.

- Figure 3
FPL Cost of Service Study
Secondary Poles Per Every 35 Customers
700.0
€600.0 -
500.0 :
400.0
3000 - ~
200.0 ;
1000 :

CiLC-1D CliLc1G GSsD GSLD1 GSLD2 HLFT2 R31

Does FPL acknowledge that the cost of poles is not fully dictated by
customer kW demands, as is assumed in the Company’s cost of service

study?

Yes, I believe that they do acknowledge this fact. In response to SFHHA

Interrogatory No. 137, the Company stated that there are numerous factors

J. Kennedy and Associates, Inc.
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that determine the type, size and number (and by implication cost) of

‘secondary poles on the system. Baron Exhibit__(SJB-4) contains a copy of

this interrogatory response.

‘Have you reviewed minimum distribution -system claSsiﬁcation results

from cost studies developed by other utilities?

Yes. I have developed a summary of distribution classification results from
five electric utilities, based on class cost of service studies filed by these
Companies in regulatory proceedings during the past fn;:w years. While
these results are not designed to be a comprehensive, random survey of
elecfric utiliﬁes, the classification ratios (customer, 'demand) 7represent a
cross-section of utilities that incofporate a minimum system distribution

methodology in class cost of service studies. The summary results are

. presented in Baron Exhibit_ (SJB-5). Based on these results, most

distribution accounts are substantially classified as customer related (nearly
50% of most accounts). These customer classified costs are allocated to rate
schedule on the basis of the number of customers in the class, not on

demand. The remaining costs in each account are aliocated on demand.

J. Kennedy and Associates, Inc.
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Do you believe that a minimum distribution system is appropriate for

FPL?

Yes. At a minimum, given the importance of the cost of service results

(parities) in this case, it is appropriate for the Commission to analyze

alternative methodologies. The conceptual basis for the zero-intercept

method is that it reflects a classification of the distribution facilities that

would be required to simply interconmect a customer to the system,

irrespective of the kW load of the customer. From a cost causation

standpoint, the argument supporting this approach is that all of these
minimal facilities are needed to interconnect ‘2-1 customer to the FPL system,
including meeting minimum safety. standards set forth in the National
Electric Saféty Code (“NESC™), which the .FPSC requires be adhered to for

all Florida‘electric utilities.

Are there other reasons why a customer classification of some portion

of distribution plant is appropriate for FPL’s System?

Yes. In response to the Commission Staff’s Third Set of Interrogatories,

Interrogatory No. 19, which asked FPL about adjustments that it rhade to its

J. Kennedy and Associates, Inc.
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forecasts in this docket, the Company stated that it made “[A]n adjustment
for the increase in the number of minimal usage customers FPL has
experienced coincident with the housing crisis.” FPL goes on to state that it.

adjusted its residential net energy for load forecast to reflect an increase in

“minimal use residential customers due to vacant homes. Since this would

also afféct residential kW demand, which is used to allocate distﬁbution
costs, the Company’s test yecar cost of service study would tend to
systematically understate the actual cost responsibility of the residential
class for disﬁjbuﬁon plant and expenses;. These djstribution facilities are
installed to serve these vacant homes, even if there ‘is no usage. As noted,
FPL is experiencing a éubstantial increase in the number of unoccupied
residential dwellings. These vacant homes required in.vestments by FPL in
primary and secondary lines, poles, conduit and transformers. Yet, because
the homes a.re vacant, the kW demand, which FPL’s cost allocation method
uges to allocate these distribution facilities to rate schedules are essentially
allocated to other rate classes and not the resid_ential rate class. The cost is
not allocated to the residential class because there is little or no kW demand
associated with a vacant home. Whilela minirnum distribution system

methodology may still not fully remedy this problem, it would provide a |

J. Kennedy and Associates, Inc.
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more reasonable allocation: of cost. Baron Exhibit_ (SJB-6) contains a

copy of the interrogatory response.

Beyond the two methodological concerns that you have identified
(production demand allocétion method and distribution cost
classification method), are there other issues with the Company’s class

cost of service study?

Yes. AsIindicated, the Company is proposing to allocate its requested $969
million 2010 rate schedule increase (and its 2011 increase) such that rate

parities among rate schedules are equalized (i.e., set to 1.0) 2 These increases

_are baséd on the Company’s projected test year cost of service study, which
' requires mﬂlt_ip]e forecasts of costs, billing determinants and cost allocation .
factors. Based on a comparison of cost of service results for the recent

historical period, compared to the forecasted results for 2010 and 2011, there

is reason to question whethér the Company’s forecast is reasonable. As I will
discuss, this is a particular concem for certain large general service rate
schedules, such as rates HLFT-2 and HLFT-3. Given the strict adherence

FPL makes on its projected cost of service results in allocating the revenues

* The remaining $75 million in increased revenue in 2010 (total base revenue increase of $1,044
million} is being recavered from miscellanecus charges.

J. Kennedy and Associates, Inc.
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increase to rate schedules in this case, these concerns with the reasonableness

of the Companjr’s forecast should support a more reasoned application of the

cost of service parity results — principally, the use of the Commmission’s

gradualism precedent applied to rate schedule increases, such that no rate

class receives and increase greater than 1.5 times the average increase.

Table 2 below shows the actual rate of return parities developed by FPL

~ (using its cost of service methodology) for rates HLFT-2 and HLFT-3 for the

most recent two years (2006 and 2007), compared to the parities that FPL

projects for. these two rate schedules for the years 2010 and 2011 if no

adjﬁstrnent is made to current rates.

| Table 2
| Rate of Return Parity Analysis
2006 to 2007 Actual, 2010 to 2011 Projected

Actual

Actual Projected Projected

2006 - 2007 2010 . 2011
HLFT-2 0.62 061 . 034 035
HLFT-3 0.66 0.60 0.36 0.36

J. Kennedy and Associates, Inc.
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As can be seen from the table, for 2006 and 2007, using actual cost of service
results, FPL reports that the rate of return parities for rates HLFT-2 and
HLFT-3 were in the range of 0.60 to 0.66. For the forecast period, absent an
adjﬁstmcni to current rates, (2010 and 2011), FPL projects that the rate of
return parities for rates HLFT-2 and HLIFT-3 will be in the range of only 0.34
to 0,36, only about half the parity level .in the recent actual period. This
substantial reduction in parities projected by FPL in 2010 and 2011 raises a
fegitimate questibn as to the accuracy of the Company’s projecﬁons. Since
FPL is basing its proposed increases to rate ;chedules on these projected 2010 ,
and 2011 cost of service parity results, without any mitigation or gradualism,
this issue is not merely academic ~ it wilt impact the electric bills paid by

FPL.’s large customers if the Company’s proposals are adopted as filed.

~ Do the projected rate of return parity results for other large general

service rate schedules exhibit similar anomalies?

Yes, to some extent. Table 3 below shows a comparison of rate of return
parities for a group of large general service rate schedules and the residential
class for the actual period 2002 through 2007 and the projected periods 2010

and 2011 filed in this case, including rates HLFI-2 and HLFT-3.

J. Kennedy and Associates, Inc.
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Actual Actual Actual Actual.  Actual Actual  Projected Projected |

2002 2003 2004 2005 2006 2007 2010 201
CILC-1D o7 0.83 0.78 0.82 0.87 0.83 0.68 0.69
GSLD{T)-1 0.61 0.69 0.64 0.59 0.65 076 058 0.58
GSLD{T}2 . 059 0.67 0.70 0.71 0.90 0.84 0.67 0.66
GSLD(T)-3 1.06 - 0.96 110 1.07 108 101 085 0.88
HLFT-1 - ' 0.82 089 079 0.79
HLFT-2 0.62 0.61 0.34 0.35
HLFT-3 ' 0.66 0.60 0.36 0.36
RS(T)-1 1.13 1.05 1.08 1.04 1.05° 1.07 1.06

Table 3
Rate of Return Parity Analysis
2002 to 2007 Actual, 2010 to 2011 Projected

1.06

‘While not as striking as the substantial reductions in parities in the projected
period for rate schedules HLFT-2 and HLPT-3 FPL is projecting similar

large reductions in parities for rate schedules CILC-1D, GSLD(T)-1,

GSLD(T)-2 and GSLD(T)-3, absent a change in current rates. This anomaly

is easier to see in Figure 4 below, which only depicts the results for CILC-1D

and HLFT-2. Given the significance that these projected rate parities play in
FPL’s recommended increases, 1 have concem that the Company’s

projections are accurate.

J. Kenniedy and Associates, Inc.
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Figure 4
Parity Comparison

2002-2007 Actual vs. 2010-2011 Projected

Parity -

0‘80 ..._..;_..._._.A. R

_ MqLc-1D
M HLFT-2

2002

2003 - 2004 . 2005 2006 2007 2010 2011

5 Q. Have you identified any specific reasons why the CILC-D and HLFT-2

6 (and I-]LF’I'Q) rate of return results have changed S0 dramaticaﬂy in the
7 Company;s projections, compare to actual results for the past six yearé
8 for CILC-D and the past two years for HLFT-2 and HLFT-3?

.9

J. Kennedy and Associates, Inc.
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No. However, as shown on Table 4 below, FPL is projecting significant
reductioné from 2007 actual to 2010 in both 12 CP demand and kKWh sales for
the system and most rate schedules, though by varying amounts. In pérticular,
the Company is showing increases in HLFT-2 demand and energy; while

most other schedules are showing decreases.

. Table 4
Comparison of 2007 Actual to Projected 2010 12 CP and kWh Sales
Percent Change 2010 vs. 2007 '

Total FPSC CILC-1D GSLD1 GSLD2 HLFT2 HRS1

fpH01-12CP -1.66% -2.70% .-655% -6.25% 7.62% -3.03%

fpl201 - MWH Sales -3.73% 5.05% -13.19% -12.57% 6.56% -6.93%

‘Given the significant change that the C'ompany is projecting for the rate of

return parity for HLFT-2, these results call into question whether the

forecasted test year class cost of service results are accurate. Though FPL has

not proposed to increase HLFT-2 and HLFT-3 by the full amount necessary to
achieve parity, the increases are still substantial (58% and 51% respectiveiy).
The great weight that the Company has placed on the forecasted rate parity
results from its cost éf service study (i.e., rejection of any mitigation or
gradualism) means that any anomaly should raise a serious red flag as to the

reasonableness of the Company’s proposals in this case.

J. Kennedy and Associates, Inc.
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You have discussed your recommendation fo use a summer CP
production demand allocation methodology and a minimum distribution
system classification approach in developing the test year class cost of
service study for FPL. Have you developed a revised class cost of service

study reflecting these two changes to the Company’s stady?

Yes. 'Baron. Exhibit__(SJB-7) presents the summary results of my
recommended 2010 class cost of service study that incorporates a summer

CP/minimum distribution methodology. This analysis, which reflects the

same overall revenue requirement as the Company’s MFR cost of service

study, reflects the Company’s analysis, modified for the two changes that 1
have discussed. I have not made changes to any other assumptions or
methodology in the Company’s study beyond the changes made to the

production demand allocator and the distribution cost classifications.
With regard to the minimum distribution system classiﬁéations, did you

perform an independent analysis of FPL’s distribution plant accounts to

develop the customer and kW demand portion of each account?

J. Kennedy and Associates, Inc.
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No. For the purposes of this analysis, I utilized the average customer/demand
classification values for each plant account, ‘b.ased on the data contained in

Baron Exhibit__(SIB-5). 7 .

How do the rate of return parities in your cost of service study compare

to the Company’s filed MFR cost study?

Table 5, which follows, shows the comparison. Ihave highlighted the large
geperal service rate schedules in Table 5 to show the impact of these
changes fo‘ the Company’s cost of service study. As can be seen from the
table, thére are significant corrections in the rate of return parities for most

large general setvice rate schedules using my alternative study.

J. Kennedy and Associates, Inc.
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No. For the purposes of this analysis, I utilized the average customer/demand
classification values for each plant account, based on the data contained in

Baron Exhibit__(SIB-5). - ' o .

How do the rate of return parities in your cost of service study compare

to the Company’s filed MFR cost study?

Table 5, which follows, shows the compar_ison.. I have highlighted the large
general serviée rate schedules in Table 5 to show the impact of these
changes fo‘ the Company’s cost of service study. As can be seen from the
table, thére are significant corrections in the rate of return parities for most

large general service rate schedules using my alternative study.,

J. Kennedy and Associates, Inc.
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Using an alternative methodology that recognizes the importance of summer
peak demands and reflects a minimum level of distribution cost associated

with connecting customers to the system produces a materially different set

~ of rate schedule revenue increases. I believe that the Commission should

adopt my recommendation to use an alternative methodology for cost

allocation using a summer CP/minimum distribution system approach.

Have you prepared separate, independent impacts of rate of return
parities for each of your two recommended changes to the Company’s

cost of service study?

Yes. Though I am recommending both changes, Table 6 below shows the rate -
of return parities using a summer CP method (with no change in FPL’s
distribution cost cl.assiﬁcaﬂons)-and FPL’s 12 CP and 1/13™ average demand

, N
method with a minimum distribution system classification method.

~J. Kennedy and Associates, Inc.
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ROR Parities - SFHHA Summer CP COSS
and 12 CP & 113th/Minimum System COSS

CILC-1D
CILC-1G
CILC-1T
cSs1
cs2.
ast
GSCU-1
GSO1
GSLD1
GSLD2
GSLD3
HLFT1
HLFT2
HLFT3
MET
OL-1
os-2
RS1
SDTR-1
SDTR-2
SDTR-3
SL-1
sL-2
SST-DST
SST-TST

Table 6

Summer CP
CcCOSS

0.92
1.47
0.98
1.03
0.93
1.38
2.02
0.96
0.60
0.78
1.20
0.91
0.42
0.43
1.10
2.00
0.80
1.04
1.29
0.74
0.41
122
264
0.67
2.51

12 CP & 1/13th
Min Sys COSS

0.91
1.53
0.64
1.21
1.19
1.35
0.86
1.24

0.84
0.93
0.85
1.04
0.55
0.56
1.1
0.19
0.85
0.94
1.23
0.82
0.61
1.16
2.69
1.07
3.74

J. Kennedy and Associates, Inc.
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Does your recommendation for the Commission to adopt an alternative
cost of service study and use these results to allocate the revenue

increases in this case result in “cost shifting”?

No. FPL is proposing substantial increases in this proéecding based on the
assumption that certain rate classes have under-contributed to their share of

the system’s costs (e:g., rate schedule CILC-1D, for which FPL is proposing a

- 58% increase). However, using a more reasonable measure of cost

responsibility, these same classes are .acmally over-contributing to their share
of cpsts. Likewise, Somé rate schedules (RS-1, '_for example) are shown to be
over-contributing td their share of costs under FPL’s cost study, while under a
more reasonable measure, these same classes are under-contributing to their

share of costs (i.e., producing a parity less than 100%).

J. Kennedy and Associates, Inc.
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MI. ALLOCATION OF THE AUTHORIZED REVENUE |

INCREASE - GRAD'UALISM

Would you please ‘brieﬂy describe the methodology that FPL is

proposing to use to allocate its requested $969 million increase to rate

‘schedules?

Based on the testimony of FPL.witness Renae Deaton, the Company has used
the results of its cost of service_ study to assigﬁ the increése to rate schedules
such that eacﬁ rate schedule produces a rate of return on rate base (premised
upon the Company’s recommended cost allocation stud&) equal to the system

average rate of return {100% parity) “to the greatest extent possible.”* Table 7

"shows the base rate increases proposed by the Company for major rate

schedules and the relative increase for that rate schedule compared to the retail
average. The Company is proposing increases for some general service rate

schedules of as much as 58%, which is 23'5% of the retail average increase.

Has the Company given any weight to the regulatory concept of

“oradualism’’ in developing its proposed increases in this case?

* Deaton Direct Testimony at page 13, line 5.

J. Kennedy and Associates, Inc.
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No. Based on the proposed increases shown in Table 7 and the Company’s

own statements, FPL has not implemented any material measure of

gradualism or mitigation in assigning increases to rate schedules.

Table 7

FPL Proposed Base Rate Increases

CILC-1D
CILC1G
CILCAT
GS-1
GSD-1
GSLD-1
GSLD-2
GSLD-3"
GSLDT-1
GSLDT-2

| GsLDT-3:

GST-1
HLFT-1
HLFT-2
HLFT-3
MET
RS-1
RST-1

Total Retail

Percent

Increase

58.8%
24.3%
63.2%
6.3%
30.7%
50.7%
46.5%
29.4%
50.7%
49.5%
33.6%
16.0%
26.6% .
58.1%
50.8%
33.3%
20.8%
33.2%

25.0%

Relative

Increase *

2.35
0.97
253
0.25
1.23
2.03
1.86
1.18

- 203
'1.98
1.34
0.54
107
2.33
2.03
133
0.83
1.33.

1.00

* Relative Yo average retail percentagé increase

J. Kennedy and Associaies, Inc.
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Baron Exhibit_ (SJB-8) contains a copy of the Company’s response to

SFHHA’s Fifst Set of Interrogatories, _Intelrogatory 'Nof 19, which qleﬁly '
states that FPL did not give any weight to. gradualism or mitigation in
developing its proposed rate schedule increases. In response to SFHHA's
First Set of Interrogatories, Interrogatory No. 26, the Company stated that it
considered limiting the increase.to aﬁy specific rate schedule to “1.5 times”
the average inc.reasc,. but decided nof tb use such a measure of rnitigatioﬁ

because “it has been 24 years since parity was last addressed.”

Do you agree with the Company’s proposed increases and its posiﬁon

ignoring gradualism or other measures of mitigation?

‘No. First, as discussed by SFHHA witnesses Lane Kollen and Richard -

Baudiﬁo, SFHHA does not agree with the overall level of proposed revenue
requirements reflected in the .Company’s filing. I also disagree with the
Company’s proposed allocation of the revenue increase in this case to rate
schedules. As Ihave discussed in the previous section of rﬁy testimony, theré
are 1egitiinate céncefns regaxding {he Company’s projection thaf form the

basis for the test year cost of service study results (parities). Also, as I

- discussed, 1 believe that the Company’s cost of service methodology

J Kennedy and Associates, Inc.
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"overstates the allocated costs to general service rate schedules and understates

the cost to serve the residential class. Putting aside all of these issues (level of
the required revenue increase, concerns with. the Company’ s. projéctions and
the cost 6fl'servi<:e study methodolpgy itself), T also believe tilat it is |
appropriate to incorporate a.measure of gradualism in the _allocatioﬁ of the
approved revenue increase in this case, contrary to FPL’s approach that ignore
gradualism. As I will discuss, it is reasonable and appropriate for the
Comumission to continue its past p;:_actice of limiting the increase to any rate
schedule to 1.5 times the average percentage increase. This Commjssionl
policy of incorporating gradualism in the allocation of the approved rate
increase to rate classes is appfopriatg, regardless of the cost éf service
methodology approved by the Commission — in fact, it is independent of cost
of service and focuses instead on the impacts and potential hardshiﬁs created
by the approved rate increase. In this case, in particular, given .the very
substantial proposed base rate increase ré'ques’ted of 25% and the current -
economic environment in the State of Florida, the Company’s insistence on

ignoring .mitigatidn is unreasonable and should be rejected, -

Is there any basis for the Company’s position that because of prior rate

case settlements and other factors that have limited a full litigated

J. Kennedy and Associates, Inc.
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consideration of cost of service and rate parities by the Commission, it is

proper to ignore graduatism in this case?

| No. Al of the Company’s rate schedules at issue in this case have been

approved by the Commission and were thus just and reasonable for each of
the past 24 _yéars “since parity was addressed’; by the Commission. T_b the
extent that past increases for various rate schedules were developed as part of
a settlement of a rate case (such as the 2005 FPL case), these rates were

agreed to by virtue of a settlement that was agreed to by FPL as being just

and reasonable. FPL’s position seems to be that the prior settlements

produced unjust rates and therefore in this current case it is necessary to fix

the problein‘ and address these past mistakes. There is no basis for the

Company’s position. Each case rests on its own merits and the application

~ of reasonable ratemaking pn'nciples', such as graduvalism should not be

influenced by the Company’s apparent coﬁ‘xplaint now about the outcome of

prior settlements that FPL voluntarily entered into and prospered from. Itis

- especially important for the Commission to continue its past practice of

applying gradualism in-the development of increases, given the level of the
Company’s proposed request and the géneral.econornic environment that all

of the Company’s customers are facing. Finally, the Company’s test year

J. Kennedy and Associates, Inc.
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cost of service results do not provide any basis to draw the conclusion, as
FPL does, that the test year rate disparities have existed for‘24 years. AS
shown in Table 3, the rate disparities for a number of the large general

service rate schedules (e.g., CILC-D, HLFT-2 and HLFT-3) are projected to

change materially in the 2010 and 2011 projected period, compared to '
actual results. Even if the FPL projected test year cost of service results are

assumed to be correct, these results do not mean that the same rate parities

have been in effect for 24 years.

Would yon explain the regulatory concept of gradualism and how it has
been addressed by the Florida Public Service Commission in past rate

cases?

Gradualism is a ratemaking concépt'. that has been used by the Florida Public
Service Commission and other regulatory commissions that incorporates a
measure of mitigation info the increases that would otherwise be dictated by
the results of an approved cost of service study;r Most regulatory

commissions, including the FPSC, base their decisidns on the allocation of an

-approved rate increase to rate schedules on the results of a cost of service

study. The FPSC has generally allocated increases to rate schedules in a

J. Kennedy and Associates, Inc.
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1 | manner that would move fafcs towards cost of service (i.e., rate parity.of 1.0).

2 However, to the exient that such an increase would be excessive, relative to

3 the average increases apprdved for all rate schedules, regulators. have

4 “incorporated the concept of rate gradualism into their decisions. The FPSC

5 has traditionally limited the increase to any rate schedule to no more than 1.5 )
6 times the averﬁge increase, with no rate schedule receiving a decrease. In its

7 recent TECO rate order in Docket No. 080317-EI (Order No. PSC-09-0281-

8 FOF-E}), the Commission afﬁﬁned this past practice. The Commissioﬁ

9 - should limit the increase in base rates that is approved in this case to 1.5 times
10 the system average for each rate schedule.
11 |

12 Q.l Have you developed a set of propbsed increases using a “1.5 tires”

13 ' limitation, based on your recommended cost of service study parity
14 results?
15 -

16 A, Yes. Baron Exhibit_ (SJB-9) shows the development of a set of rate
17 schedule increases based on my fecommended summer CP/minimum

18 distribution system cost of service study results.” The methodology reflects an

3 Thmigh this recommendation is based on the Company’s level of revenue requirements for
comparison purposes it should not be construed as a support for the Company’s filed requested
increase, which SFHHA. opposes.
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1 initial set of increases necessary to achieve parity, adjusted to meet the “1.5
2 | times” limitation, consistent with the Commission’s recent TECO Order in
3 Docket No. 080317-EL
4

5 Q. In the event that the Commission adopts FPL’s cost of service study

6 resulis and the Company’s proposed increases, have ybu developed a set
7 of increases that reflects the application of the “1.5 times™ limitation?
8

9 A.  Yes. Baron Exhibit_ (SIB-10) shows the adjusted increases using the

10 Company’s proposed rate schedule increases, as adjusted to limit the base rate
11 increase to 1.5 times the average increase.
12

13 Q. Would you summarize your recommendation with regard to the
14 allocation of the Commission approved revenue increase in this case?
15

16 A SFHHA recommends that the Commission adopt a summer CP allocation -

17 methodology in conjunction with a minimum distribution system
18 classification method and that rate scheduié increases be developed such that
19 rates are set at cost of service, subject to a constraint that no rate schedule
20 - should rec_cive an increase greater than 1.5 times the system average increase
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and thaf no rate schedule receives a rate decrease, consistent with past‘
Commission practices. Table 8 summarizes the increases that SFHHA
recommends using_ a _simnner CP/minimum diétributio_q _systelil cost of service
study and the increases using FPL’s MFER filed cost of service s.tucly.'S Bofh |
sets of increases reflect an application of the “1.5 times system average

increase” mitigation.

% As noted earlier, SFHHA is recommending substantial adjustments in FPL’s requested revenue
increases. The increases shown in Table 8 are based on FPL’s requested revenue requirements so as
to facilitate comparisons to the Company’s filing. :
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Table 8
Comparison of Increases with "1.5x" Cap
SFHHA Cost of Service FPL Increases with Cap
Increase __'2_6_ Increase ‘ 1&_

CILG-1D 13,006,584  26.9% 19,362,722 37.5%
CILC1G 61,307 1.4% . 1,174,681  26.2%
CILC-1T 5,885,579 37.4% 5,805,320 37.5%
CS1-CST1. 740,480 14.5% 1,856,227 37.5%
CS2-GST2 ' 360,677  19.3% 698,034 57.5%
@S1-GST1-WIES 45,139,788  15.6% 23213707  8.0%
GSCU-1 319,853 22.3% 22,058  1.5%
GSD1-GSDTH 131,884,413  17.8% 242,282,889 32.7%
GSLD1-GSLDTi 45,954,798  32.7% 52,617,291 37.5%
GSLD2-GSLDT2 4,098,825 25.5% 7,340,722 37.5%
GSLD3-GSLDT3 838,340 189% - 1,656,204 35.0%
HLFT1 6,641,136 20.3% 9,362,521 28.6%
HLFT2 41236053 37.4% 41,304,208 37.5%
HLFT3 8,721,923 37.4% 8,736,357 37.5%
MET 302,530 14.0% 992,205 35.3%
o1 3,835,668 82.7% 435458 3.7%
08-2 140,663 16.8% 313,913  37.5%
RS1-RST1 | 644304820  27.8% 524,910,244 22.7%
SDTR-1 672221  4.4% 5,928,711 3B.6%
SDTR-2 3,714,534 23.9% - 5,815,715 . 37.5%
SDTR-3 625,136 37.4% 826,171  37.5%
SL-1 6,888,634 10.0% 14,488,480 21.0%
SL-2 0 00% . 17.049  1.5%
SST-PST 72,397 28.3% 95,878 37.5%
SST-TST 0 00% 0 00%
Total Retall 967,445,767 24.9% 969,046,862  25.0%
* Differences between FPL and SFHHA totals due to rounding
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-Deoes that cornpléte your testimony at this time?

Yes.

J. Kennedy and Associates, Inc.
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As of June 2009
Date  Case Jurisdict. Party Utility Subject
481 03B Ky Louisville Gas " Louisville Gas Cost-of-service.
& Eleciric Co. & Electric Co.
481 ERS$142 MO Kansas City Power Kansas City Forecastng.
& Light Co. Power & Light Co.
6781 1933 AZ Agizona Corporation Tueson Electic Forecasting planning.
. Commission Co.
284 8924 KY Airco Carhide Louisvile Gas Revenue requirements,
‘ & Electric Co. cost-of-service, forecasting,
weather normalizalion.
ap4 84-038-U AR Arkansas Electric Arkansas Power - Excess capacity, cost-of-
Energy Consumers &1lightCa. service, fate design,
584 B30470-El  FL Florida Indusirigl Florida Power Allocation of fixed costs,
Power Users' Group Cotp. load and capacity batance, and
reserve margin. Diversification
of utility.
10584 841984 AR Atkansas Electic Arkansas Power Cost aflocation and rate design.
Enengy Consumers - and Light Co.
11/84 R-842651 PA Lehigh Valley . Pennsylvania Interruptible rates, excess
Power Commitiee " Power & Light capacity, and phase-in.
Co. : '
1185 8565 ME Airco Industrial Ceniral Maine Interruptible rate design.
Gases Power Co.
2185 1840881 PA Philadelphia Area Phiadelphia Load and energy forecast.
Indusfrial Energy " Blectric Co.
Users' Group
ags 4l Ky Alcan Aluminum Loliigville Gas Economics of complefing fossi
Corp., etal. & Electric Co.- generating unil
385 U CA Attomay Genera Georgla Powsr Load and energy forecasting,
Co. generation planning SCONOITICS.
3/85 R842832 PA - West Penn Power West Perin Power Generation planning economics,
Industrial Co. prudence of a pumped storage
Infervenors : hydro unit.
585  BA249 AR Arkansas Electic Arkansas Power & Cost-of-service, rate design
Energy Consumers LightCo. refumn muffipfiers.
5/85 City of Chamber of Santa Clara " . Costol-service, rate design.
Santa Commerce Municipal
Clara
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As of June 2008
Date Case Jurisdict. Party Utility ' Subject
-B/85  B4-763- Wy West Virginia Menongahela Ganeration planning economics,
E-427 Industriaf Power Co. . prudence of a pumpad storage
ntervenors _ hydro unit.
6/85  E-T NC Carolina Duke Power Co. Cost-of-service, rale design,
Sub 391 Industrials interruptible rate design.
{CIGFUR Iif)
7/85 29046 NY industrial Orange and Cost-of-servics, rate design.
Engrgy Users Rockland
Association ) Ufilities
10785 85-043-U AR. Arkansas Gas Arkia, Inc. Reguiafory policy, gas cost-of-
Consumers service, rate design,
10/85 8563 ME Airco Industrial Central Maine Feasibility of interuptible
Gases Power Co. rates, avoided cost.
2185 ER- N Arr Products and Jersey Central : Rate design.
: 8507698 ' - Chemicals Power & Light Co.
3/85 R850220 - PA West Penn Power West Penn Power Co. Qptimal reserve, prudence, !
© Industrial ' off-system sales guarantes plan,
Intervenors ‘ |
2186 RB850220 PA West Pern Powar West Porn Power Ca. Optimial resarve margins,
Industrial prudence, off-system sales
Intervenors ) - guarantee plan.
3/ 8200 AR Arkansas Electric  Arkansas Power Cost-oksenvice, rate design,
Energy Consumers & Light Co. revenve distribuion,
3/86 85-726- OH Industrial Electric Ohio Power Co, Cost-of-service, rate design,
EL-AR Consumers Group interruptible rates.
586 86081 WV West Virginia Monongahela Power Generation planning economics,
EGt Energy Users Co. prudence of a pumped storage
Group . hydro unit.
886 E-7 NC Cardlina Industrial Duks Power Co. Cost-of-service, rate design,
Sub 408 Energy Consumers ‘ interruptible rates.
1086  UA7378 LA Louistana Public - Gulf States " Excess capacly, economk
: Service Commission Utilities analysis of purchased power,
Staft .
12186 38063 IN Industrizal Energy Indiana & Michigan : Internpﬁﬂe rates,
. Consumers Power Co.
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As of June 2009
Date Case Jurisdict. Party Vtility Subject
3187 EL-86- Federal “Louistana Public Guif States Costbenefit analysis of unit
- B30t - Energy Service Commission Utiiities, power sales confract.
EL-86- Regulatory Staff - Sauthem Co.
57-001 Commissich
' {FERC}
4187 U-17282 LA Louisiana Public Gulf States Load forecasting and imprudence
Service Commission Utitifies damages, River Bend Nuclear unit.
Staff
5/87 87-023- Wy Airco Industrial Monongahela Interruptible rates.
EC : Gases Power Co.
5087 87072 WY West Virginia Menongahela Analyze Mon Power's fuel fling
E-G1 Ensrgy Users' Power Co. and examine the reasonableness
Group ) of MP's dlaims.
5/87 86-524- wv West Virginia Monongahela Economic dispatching of
ESC Energy Users' Group Power Co, pumped storage hydro unit.
587 g781 KY Kentucky Industrial Loulsvile Gas . - Analysis of impact of 1986 Tax
Energy Consumers & Electric Co. Reform Act.
687 3673U GA Georgia Public Georgia Power Co. ' Economic prudence, evaluafion
Service Commission of Vogtle nucieas unit - load
forecasting, planning.
687 U7282 LA Louisiana Public Gulf States Phase-in plan for River Bend
Service Commission Utilifies Nudlear unit.
Staff
7ia7 85-10-22 ) . Connecticut Connecticut #ethodoiogy for refunding
Industrial " Light & Power Ca. raie moderation fund.
Energy Consumers
8/87 . 3873 GA . Gaorgia Public Georgia Power Co. Test year sales and revenue
Service Commiission : forecast.
o/87  R850220 . PA West Penni Power West Ponn Power Co. Excess capacity, refiabillty
industrial of generafing sysism.
Intervenors
10/87 R-870651 PA Duduesna Duqueshe Lighi Co. Interruptible rate, cost-of-
Industrial service, revenue afiacafion,
Iniervenars rale design.
10/87 360025 PA Pennsylvania Proposed rubes for cogeneration,
: Industrial avoided cost, rate recovery.
Intervenoss
1087 BN MN Taconite Minnesota Power Excess capacity, power and
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As of June 2009
Date  Case  Jurisdict.  Party Utility Subject
GR-87-223 Intarvenors & Light Co. cost-of-service, rate design.
10/87 8702-E FL Oggidental Chermical Florida Power Corp. Revenue forecasting, weather
Corp. nomnefization.
12/87 87-07-01 cT Connecticud Industrial Connecticut Light Excess capacity, nuclear plant
Energy Consumers Power Co. phase-n.
388 10064 KY Kentucky Industrial Louisvilte Gas & Revenue forecast, weather
Energy Consumers Blectric Co. normalization rate treatment
of cancelled plant.
3/88 87-183-TF AR Arkansas Electric Ackansas Power & Standby/backup electric rates.
Consumers Light Co.
5/88 B70171C001 PA- GPU industrial Metropolitan Cogeneration defesral
Intervenors Edison Co. mechanism, modification of energy
‘ cost recovery (ECR).
6/88 870172C005 PA GPU Indusirial Pennsylvanié Cogeﬁeraﬁon deferral
Inlervenors Electric Co. mechanism, modification of energy
cost recovery {ECR).
7/88 88-171- OH Industrial Energy Cleveland Electric/ Financial analysisieed for
EL-AIRR Consumers Toledo Edison - inlerim rate refief,
88170~
EL-AIR
Interim Rate Case
7/88 Appeal 19t Louisiana Public Gulf States Load forecasfing, imprudence
of PSC Judicial Service Commission Utilities damages.
Docket Circuft
U-17282 Couitof Louisiana
11/86  R-B80989  PA United Stales Camegie Gas Gas cost-of-servics, rate
Steel design.
1188 8B-179- CH Industriat Energy Cleveland Electric/ Weather normalization of
EL-AIR Consumers Toledo Edison. peak loads, excess capacity,
83-170- General Rate Case. regulatory policy.
EL-AIR ‘
3/89 870216/283 PA Armco Advanced West Penn Power Co, Calculated avoided capacity,
284/288 Materials Corp., recovery of capacity paymants.
Allegheny Ludium
Corp.
8/89 8555 ™ Occidental Chemical Houston Lighting Cosi-of-service, rate design.
Comp. & Power Co.
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- Date  Case Jurisdict. Party Utility Subject.
B/g9 3840-U GA Georgia Public Georgia Power Co. Revenue forecasting, weather
Service Commission normalization.’
9/89 2087 NM Afiorney General Public Service Co. Prudence - Palo Verde Nuclear
of Naw Mexico of New Mexico Units 1, 2 and 3, load fore-
: : casting.
10/89 2262 NM New Mexico Industrial Public Service Co. Fuel adjustment clause, off-
Energy Consumers of New Mexico syslem sales, cost-of-service,
rate design, marginal cost,
11/89 18728 IN Indusirial Consumers Indiana Michigan Excess capacity, capacity
‘ for Fair Utility Rates Power Co. equaiization, jurisdictional
cost allocation, rate design,
- intarruptible rates.
1/50 U-17282 LA Loulsiana Public Gulf Stafes Jurisdictional cost allocation,
Service Commission Utilities O8&M expense analysis.
Staff
500 - 890366 PA GPY Industrial Metropoitan Non-uility generator cost
Intervenors Edison Co. Tecovery. -
6/30 R901609- PA Ameo Advanced West Penn Poﬁer Co. Allocation of QF demand charges
Materials Comp., in the fuel cost, cost-of-
Allegheny Ludium servies, rale design.
Corp.
9/90 8278 MD Maryland Industrial Baltimore Gas & Cost-of-service, rate design,
Group ' Eiectric Co. revenus allocation.
12/90 U-9346 Mi Association of Consumers Power Demand-side management,
Rebuttal Businesses Advocaling Co.. environmental externalities,
Tariff Requity
12190 U782 LA Louisiana Public Gulf States Revenue requirements,
- PhaselV: Service Commission Utlliies jurisdictionat allocation.
Staff
120 9205 . ME Airco Industrial * Cenlrai Maine Power Investigafion inlo
Gases Co. intermuptible sarvice and rates.
1091 801203 CT Connecticut Industrial Connecticut Light Interim rate relief, financial
' Interim Energy Consumers & Power Co. analysis, class revenue allocation.
5/1 90-12:03° CT Connecticut Industrial Connecticut Light Revenile requirements, cost-of-
Phase il Energy Consumers & Power Co. service, rate design, demand-side

management.

J. KENNEDY AND ASSOCIATES, INC.




Docket No. 680677-El
Expert Testimony Appearances

Exhibit _ (SJB-1), Page 6 of 17

Expert Testimony Appearances e T
- of
Stephen J. Baren
As of June 2009
Date  Case Jurisdic_t. Party Wtility Subject
891 g]}ai‘;‘? NC North deina Duke Power Co. Revenue requiremants, cost
Industriat allocation, rate design, demand-
Energy Consumers side management.
8/91 8341 MD Westvaco Corp. Potomac Edison Co. Cost allocation, rate design,
Phase | : 1980 Clean Air Act Amendments.
8/91 91-372 OH Armoo Steel Co,, LP. Cincinnafi Gas & Economic analysis of
EL-UNC " Electric Co. - cagensration, avoid cost rale.
9/91 Po1e511  PA Allegheny Ludhum Corp,, Wes! Penn Power Co. Economic analysis of proposed
P-310512 Armco Advanced CWIP Rider for 1990 Clean Air
Materials Co., Act Amendments expenditures.
The West Penn Power
Industrial Users' Group
/91 1-231 Wy West Virginia Energy Manengahela Power Economic analysis of proposed
£-NC : Users' Group Co. CWIP Rider for 1890 Clean Air
Act Amendments expendituras.
16/91 8341 - MD: Westvato Com. Polomac Edisen Co. Economic analysis of proposed
Phase | ' CWIP Rider for 1990 Clean Air
- Act Amendments expenditures.
10/ U-17282 LA Louisiana Public Gulf States Resuits of comprehensive
Servica Commission Utilitas management audit,
Staff
Note: No testimony
wag prefilad on this.
11/91 U-17949 LA Louisiana Public South Céntral Analysis of South Central
i Subdocket A Service Commission Bell Telephone Co. Bell's restructuring and
Staff and proposed merger with .
Southem Bell Telephone Co.
12/91 91-410- OH Ammco Steel Co,, Cincinnati Gas . Rate design, intesruptible
EL-AIR Air Products & & Electric Co. rates.
: Chemicals, inc.
12/91  P-880286 PA ~ Amngo Advanced West Penn Power Co. Evaluafion of appropriate
Materiais Corp., avoided capacity costs -
Allegheny Ludium Corp. QF projects.
1/92 C913424- PA Duquesne Intermuptible Duguesne Light Co. Industrial interruplible rate,
Complainants
Bfo2 -920219 CT Conngcticut Indiysirial Yankee Gas Co. Rate design,

Energy Consumers
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Date Case Jurisdict. Party Utility Subject
892 © U3y NM New Mexico Public Service Co. Cost-of-servica.
Indusirial Intervenors of New Mexico
8192 RO0D22314 PA GPU Indusirial Metropolitan Edison Cost-of-senvice, rate
infervenors Co. design, energy cost rate.
992 39314 D Industrial Consumers Indiana Michigan Costof-service, rate design,
- for Fair Utility Rates Power Co. energy cost rats, rate treatment.
10/92  M-00920312 PA The GPU Industrial Pennsylvania Cost-of-service, rate design,
c-007 Intarvenors Electric Co. enerqgy cost rate, rale Featment.
12/82  U-17049 LA Louisiana Public South Geniral Bel Management audit.
Senvice Commission Co.
: Staff
12/92  R.00922378 PA Armeo Advanced West Penn Power Co. Cost-of-service, rate design,
: Materials Co. energy cost rate, SO; allowance
The WPP Industrial rale freafment.
Intervenors
1/93 8487 MD The Maryland } Baltimaore Gas & Elachic costof-senvice and
i Industrial Group Electric Co, - rate design, gas rate design
: (flexible rates).
2/93 E002/GR-  MN North Star Steel Co. Marthern States Intermuptible rates. -
§2-1185 Praxair, Inc. Pawer Co.
4193 EC92 Federal Louisiana Public Gulf States Merger of GSU into Erttergy
21000 Energy Service Comission UtiliiesfEntergy System; impact on system
ERS2-806- Regulalory  Staff agreement.
€00 ~ Gommission -
(Rebutta)
7/93 93-0114- WV Ajrco Gases Monongahela Power infermuptible rates,
EC ' Co.
8/93 930759EG FL Florida Industrial Generic- Elactric Cosl recovery and allocation
Power Users' Group Utiliies of DSM costs.
9/93 M-005 PA Lehigh Valley Pennsylvania Power Ratemaking treatment of
. 30406 Powar Committee & Light Co. off-aystem sales revenues.
11493 6 KY Kenfucky industrial Gemetic - Gas AMliocation of gas pipefine
Utifity Customers - Utilities fransition costs - FERC Order 636.
12/93 U-A7735 LA Louisiana Public Cajun Electric Nuclear plant prudencs,
Service Cormission Power Cooperative forecasfing, excess capacity.
Staff
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Date  Case Jurisdict. Party Utility Subject
4/94 E-015/ MN Large Powar Infervenors Winnesota Power Cost allocation, rate design,
GR-94-001 . Co. rate phase-in plan.
504  U20178 LA Louisiana Public Loulsiana Power & Analysis of least cost
Service Commission - LightCo. integrated Tesource plan and
‘ demand-side management program.
7194 R-00942086 PA Armeo, Inc.; West Penn Pawer Co, Cost-of-service, allocation of
West Penn Power rate increase, rate design,
Induskial Intervenors emission allowance sales, and
. opevations and maintenance expense.
704 940035 WV West Viginia Monongaheta Power Cost-of-service, allocafion of
E-427 Energy Users Group . Go. rate increass, and rate design.
804 ECo4 Federal Louisiana Public Gulf States Analysis of extended reserve
13-000 Energy Sarvice Commission Utilities/Entergy shutdown units and viclation of
Reguiatary : systern agreement by Entergy.
Commission ' :
‘0194 R-00943  PA Lehigh Vafley Pennsylvania Pubic Analiysis of interruptitie rata
081 Fowsr Commitiee. Utiity Commission ferms and condifions, avaitabifity,
R-00943
081C0001
904 UATI LA Louisiana Public Cajun Electric Evaluation of appropriale avoided
Service Commission Fower Cooperative cost rate.
9/94 U-19904 LA Louisiana Public Gulf étates Revenue requirements.
i © Service Commigsion Utiliies
10/04 5258-U GA Georgfa Public Southem Bell Prbposals fo address compedition
' Sarvice Commission Telephone & in telecommunication markets.”
Telegraph Co.
11/94 EC94-7-000 FERC Lowisiana Public " Ef Paso Etectric Merger economics, fransmission
ERD4-308-000 Sarvice Commission and Centrat and equafization hold harmless
Southwest proposals.
215 241430EG CO CF&l Steel, LP. Public Service Interruptible rates,
Company of cost-of-service,
Colorado
4/95 R-00943271 PA PPSL industriat Pennsylvania Power Cost-of-service, allocation of
: Customer Alliance & Light Co, rate increase, rate design,
 interrupiible rates.
6/95 C00913424 PA Duguesne Interruplible Duquesne Light Co. Interrupifble rates.
00946104 Complainants
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Date  Case - Jurisdict.  Party Utility Subject
8195 ERS5-112 FERC Louisiana Public . Entergy Services, Opan Access Transmission
-000 Service Commission inc. Tariffs - Wholesale.
10/95 U-21485 LA Louisiana Public Gulf States Nudear decommissioning,
Service Commission Utiliies Company rgvenue requirements,
capitaf structure,
10195 ER95-1042 FERC Louisiana Public System Energy Mudlear decommissioning,
000 Service Commission Resources, Inc. Tevenue requirements,
1005 U21485 LA Lovisiana Public Guif Stzles Nuglear decommissioning and
Service Commission Litilties Co. cost of debt capital, capital
siructure, .
1495 1840032 . PA Industrial Energy State-wide - Retail comptition issues.
Consumers of all uliities
Pannsylvania
7% U-21498 LA Lovislana Public Central Louisiana Revenue requirement
Service Commission Electric Co. analysis.
7/6 8725 MD Maryland Industrial Baflimore Gas & Ratamaking lsstes
Group ' Elec. Co., Polomac associated with a Mergar,
Elec. Power Co.,
Constellation Energy
Co.
8/% U47735 LA Louistana Public Cajun Electric ' Revenue requirements.
Service Commission Power Cooperative
9/26 U-22002 LA Lovisiana Pubfic " Entergy Guif Decommissioning, weather
Service Cormmission States, inc. nommnalization, capital
structure,
2097 R-973877 PA Philadelphia Area PECO Enengy Co. Compefitive restructuring
Industrial Energy policy issues, stranded cost,
Users Group transition charges.
6/97 Cavil . USBank-  Louisiana Public Cajun Eletric Cenfimmation of reorganization
Action rupiey Service Commission Power Cooperative plan; analysfs of rate paths
No, Cougt . produced by competing plans.
94-11474  Middle District
aof Louisiana
67 RO73853 PA Philadelphia Area PECO Energy Co. Relail compelifion issues, rate
Industrial Energy unbundfing, stranded cost
Users Group analysis.
687 8738 - MD Marytand fndustrial Genetic Retail competition issues

Gioup
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Date  Case  Jurisdict.  Party Utitity Subject
797 RO73854 PA PPAL Industial Pennsytvania Power Retail competition issues, rate
. Customer Alfiance & Light Co. unbundling, stranded cost analysis.
10/97 57-204 KY Afcan Aluminurn Corp. Big River Analysis of cost of servica .issues
Southwire Co. Electric Corp. - Big Rivers Restruchuring Flan
10/97 R-974008 PA Mefropalitan Edison Matropolitan Edison - Retéil compefition issues, rale
Industrial Users Co. unbundiing, stranded cast analysis.
10/97 RO74003  PA Permsylvania Blectric Pennsylvania Retail competition issues, rate
Industrial Customer Electric Co. unbundling, stranded cost analysis.
1197 U-22491 LA Louisiana Public Enfergy Gulf Decommissioning, weather
Service Commission Siates, Inc. normalization, capitaf
structure.
11197 P971265 PA Philadelphia Area Enron Energy Analysis of Retail
. Industrial Energy Services Power, Inc./ Restucturing Proposal.
Users Group PECO Energy
12/97  RO73981 PA West Penn Power West Penn Retall compefition issues, rate
Industrial intervenors Power Co. unbundling, stranded cost
analysis.
12/97  R-G74104 PA Duguesne Industrial Duquesne Retail competition issues, rate
Intervenors Light Co. unbundling, stranded cost
: analysis,
3/98 U-22692 LA Louistana Public Gulf Siates Retail competition, sfranded
{Allocated Stranded Service Commission Utilities Co. cost quantification,
Cost Issues) ‘
398 U2o0% Louislana Public Gulf States Stranded cost quantification,
Senvice Commission Utilities, Inc. restructuring issues.
9/98 U-17735 Louisiana Public Cajun Eleclric Revenue requirements analysis,
Service Commission Power Cooperafive, weather nommalizafion.
Inc.
12/98 - 874 MD Maryland Indusrial Baltimore Gas Electric utiity restructuring,
Group and and Electric Co. stranded cost recovery, rate -
Milianniusm Inorganic unbundling.
Chemicals Inc.
12/98 U-23358 LA Loulsiana Public Entergy Gulf Nuclear decommissioning, weather
Senvice Commission States, Inc. normalization, Entergy System
i Agreement.
5/99 EC-98- FERC Louisiana Public American Elecric Merger issues relaied to
{Cross- 40-000 Service Commission Power Co, & Central market power mitigation proposals.
Answering Tesimony) South West Corp.

J. KENNEDY AND ASSOCIATES, INC.
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of
Stephen J. Baron.
- As of June 2009
Date Case Jurisdict. Party Utility Subject
599  984% Ky Kentucky Industrial Louisville Gas Perfarmance based regulation,
{Response Utitity Customers, ing, & Electri¢ Co. setflement proposal issues,
Testimaony) ' cross-subsidies between electric.
gas services.
6/99 93-0452  wv ‘West Virginia Enargy Appalachian Powes, Electric utiity restructuring,
: Users Group Monongahela Power, - stranded cost recovery, rate
& Potomac Edison unbundling.
Companies
7199 990335 = CT Connecficut Indusirial United Tuminating Electric ulility restruciuring,
Energy Consumers Comparny stranded cost recovery, rate
unbundhng.
7199 Adversary US. . Louisfana Pubfic Cajun Efectric Mation to dissolve
Proceeding Bankmuptey  Service Commission - Pawer Cooparative preliminary injunction.
No. 98-1065 Courl
7/99 - 99.03:06 CT Connecticut industrial Connecticut Light Eledtric ufility restructuring,
i Energy Consumers & Power Co. siranded cost recovery, rate
unbundiing. o
16/99 U24182 LA Louisiana Public Entargy Gulf Nuclear decommissioning, weather
: Service Commission States, inc. normalization, Entergy System
: Agreement.
12108 U773 LA Louisiana Public Cajun Electtic Anartys) of Proposed
Service Commission Power Cooperafive, Contract Rates, Market Ratss,
Inc.
03/00 U-17735 LA Louisiana Public - Cajun Electric Evaluation of Copperative
Service Commission Power Caoperative, Power Contract Elections
Inc.
03/00 99-1658- OH AK Steel Corporation Cincinnati Gas & Electric utiity restructuring, -
ELETP Electric Co. stranded cost recovery, rate
Unbundiing.

J. KENNEDY AND ASSOCIATES, INC.
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. of
Stephen J. Baron
As of June 2009
Date  Case Jurisdict, Party ' Utility Subject
08/00 90452  WVA West Virginia Appalachian Power Ca. Electric uility restruchuring
EGI Energy Users Group American Electric Co. rate unbundling.
08/00 001050  WVA West Virginia Mon Power Co. Electric utiity restructuring
ET Energy Users Group Potomac Edison Co. tate unbundling.
00-1054-E-T
10/00 SOAH473- TX The Dallas-Fort Worth XU, Inc. Electric ulitity restruciuring
- 00-1020 Hospital Gouncil and rate unbundling.
PUC 2234 The Coalition of
Independent Colleges
And Universities
1200 U488 LA Louisiana Public Entergy Guif Nudlear decommissioning,
Service Commission States, Inc, revenus requirements,
12100  ELOO66- LA Louisiana Public Enfergy Services hne. Inter-Company System
0600 & EROO-2854 Service Commission ' Agreament: Modifications for
EL95-33-002 retadl compefition, internuptible load.
0401 U-29453, LA Louisiana Public Entergy Guif . Jurisdictional Business Separation -
U-20025, Service Commission States, Inc. Texas Restructuring Plan
U-22092 .
{Subdocket B)
Addressing Contested Issues
Lo Ho0U  GA Georgia Public Georgia Power Co. Test year revenue forecast,
) Service Commission
Adversary Staff
1101 U-25687 LA Lottisiana Public - Entergy Guif - Nuclear decommissioning reguirsments
Service Commission States, Inc. iransmission revenues.
1M U-25065 LA Louisiana Public Geneiic Indspendent Transmission Company
Service Commisgion { Transco™). RTO rate design. -
03102 001148-E! FL. South Florida Hospital Florida Power & Reial cost of service, rafe
and Healthcare Assoc. Light Company design, resource planning and
. demand side management.
06/02  U-25965 LA Louisiana Public Entergy Guif States RTC lssues
Service Commission Entergy Loulsiana
07102 U21453 LA Louistana Public SWEPCO, AEP Jurisdictional Business Sep. -
Service Commission Texas Restruciuring Plan.

J. KENNEDY AND ASSOCIA'_I‘ES, INC.
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Stephen J. Baron
As of June 2009
Date  Case Jurisdict. Party Utility Subject
0sf02 U-25888 LA Louisfana Public Entergy Louisiana, Inc. Modifications to the later-
Service Commission Entergy Gulf States, Inc. Company System Agreement,
' Production Cost Equalization,
06/02  ELOM- FERC ' Louisiana Public Enlergy Services Inc. Modifications to the Inter-
B8-000 : Senvite Commission and the Enlergy | Company System Agreement,
: Cperating Companies Production Gost Equalization.
11/02 028-315EG CO CF&l Steet & Climax Public Service Co._ of Fuel Adjustment Clause
Molybderum Co. Colorada :
0103 U475 LA Louisiana Public Lovisiana Coops Conlract lssues
Service Commission
02/03  (28-584E CO Cripple Creek and Aquila, inc. Revenue requirsments,
‘ Victor Gold Mining Co. purchased power,
04/03 U-26527 LA Louisiana Public Entergy Gulf States, Inc. Weather normafization, power
Service Commission ' purchase expenses, System
Agraemant expenses. .
11/03 ER03-753-000 FERC Louisiana Public Entergy Services, Inc. Proposed modifcations to
' Servica Commission and the Entergy Operating System Agreement Tariff MSS4.
Staff Companies
1103 ER03-583000 FERC Louisiana Public Entergy Services, Inc., Evatuation of Wholesale Purchased
ERE3-583-001 Senvice Commission the Entergy Operating Power Corfracts.
ER03-583-002 Companies, EWO Market-
- Ing, L.P, and Entergy
[ER03-681-000, Power, Ing,
ER03-684-001
ER3-682-000,
ER03-682-001
ER03-682-002
12/03 U-27136 . LA Lbuisiana Public Entergy Louisiang, Inc. Evatuation of Wholesate Purchased -
Senvice Commission ~ Power Contracts.
01/04 E01345- AZ Kroger Cornpany Arizona Public Service Co. Revenue allocation rate design.
03-0437 ’
02/04 00032071 PA Puguesne Industrial Duquesne Light Company  Provider of last resort issues.
Intervenors ‘
03/04 03A436E  CO CF&i Stedl, LP and Public Service Company Purchased Power Adjustment Clause.

Climax Molybedenum

of Colorado

' J. KENNEDY AND ASSOCIATES, INC.
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As of June 2009
Date Case Jurisdict. Party Utility Suhject
04/04 200300433 KY Kentucky Inclustriat Utlity Loulsville Gas & Electric Co.  Cost of Service Rate Design
200300434 Custormers, inc. Kentucky Utlities Co. '
0-6/04 03S53E CO Cripple Creek, Victor Gold Aguila, Inc, Cost of Service, Rate Design
Mining Co., Goodrich Carp., Inferruptible Rates
Holcim (U.S.,}, Inc., and o
The Trane Co.
06/04 R-00049255 PA PPAL industrial Customer PPL Electric Utilites Corp. -~ Cost of service, rate design,
~ Alliance PPLICA " fariffissues and transmission
service charge.
10/04 04S-184E  CO CF&l Steel Cmnpmy; Climan Pubilic Service Company Cost of service, rate design,
Mines of Colorado Interruptible Rates.
0305  CaseMNe. KY Kentucky Industrial Kentucky Utiities Enviranmental cost recovety.
2004-00425 Utllity Customers, Inc. Louisville Gas & Elecfric Co. i
Case No.
2004-00421
06/05 0300451 FL Soulh Florida Hospital Florida Power & Redal cost of service, Tate
and Healthcare Assoc. . Light Company design
07105 028155 WA Louisiang Poblic Enfergy Louisiana, Inc. Independent Coordinator of
Service Commission Staff Entergy Guff States, Inc. Transmission - CostI_Beneﬁt
0905  CaseNos. WVA West Virginia Energy Mon Power Co. Environmesitas cost recovery,
05-0402-E-CN Users Group Potomac Edison Co. Securitization, Financing Ordsr
05-0750-E-PC ' .
0106 200500341 KY Kenkucky Industrial Kenfucky Povver Company Cost of service, rale design,
Liility Customers, Inc. ’ transmission expenses. Congestion
Cost Recovery Mechanism
03/06 22002 LA Louisiana Public Service Entergy Gulf States, Inc. Separation of EGS into Texas and
Commission Staff Louisiana Companies.
04/06 025116 LA Lauisiana Public Service Entergy Louisiana, Inc. Transmission Prudence investigation
Commission Staff
06/06 R-00061346 PA Duquesne Industriat Ducuesne Light Co, - Cast of Sewice, Rate Design, Transmission
C0001-0005 Intervenors & FECPA Service Charge, Tariff lssues
06/06 - R-00061366 Met-Ed Industrial Energy Metropolitan Tdison Co. Generation Rate Cap, Transmission Service
R-00061367 Users Group and Penelec Pennsytvania Electric Co. Charge, Cost of Service, Rate Design, Tariff
P-00062213 Indusirial Customer Issues
P-00062214 Miiance
0706 U-22092 LA Louisiana Public Service Entergy Gulf Stafes, Inc. Separation of EGSI info Texas and
Sub-~J Commission Staff Louisiana Companies.
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. Date . Case Jurisdict. Party Utility Subject
07108 CaseNo.  KY Keniucky Industrial Kentucky Utilities Environmental cast recovery.
2006-00130 Utility Customers, Inc. Louisville Gas & Electric Co, .
Case No.
2006-00129
08/06 CaseNo. VA Ol Dominion Committes Appalachian Power Ca. Cost Allocation, Allocation of Revenue Incr,
PUE-2006-00065 For Fair Utility Rates : Off-System Sales margin rete freatment
Q9106 E01345A- AZ Kroger Company Arizona Public Service Co. Revenue alliocation, cost of service,
05-0816 ' rate design.
11/06 Doc.No. CT Connecticut Industrial Conrecticut Light & Power ~ Rate unbundling issues.
97-D1-15RED2 Energy Consumers United Ihuminating
0107 CaseNo. WV West Virginia Energy Won Power Co. Retail Cost of Service
06-0960-E-42T Users Group Potomac Edison Co, Revenue apportionment
03/07 U-29764 = LA Louisiana Public Service Entergy Gulf States, Inc, Implemendztion of FERC Decision
: Commission Staff Entergy Louisiana, LLC Jurisdictional & Rate Class Allocation
05407 Case No. OH Ohio Energy Group * Ohio Power, Columbus Environmental Surcharge Rate Design
07-63-EL-UNC Southem Power
05/07 R-00049255 PA PP&L Industrial Customer PPL Electric Utlities Com, Cost of servica, rate design,
Remand Alliance PPLICA tariff issues and transmission
) service charge.
0ef07 R-00072155 PA PP8L industrial Customer PPL Hlectric Utfitles Com. - Cost of service, rate design,
Alfiance PPLICA tariff issues.
07/07 . Doc.No. CO Gateway Canyons LLC Grand Valley Power Coop. Distribution Line Cost Allocation
07F-D37E '
09/07 Doc, No. Wi Wisconsin Industrial Wisconsin Electric Power Co,  Cost of Servies, rate design, taniff
05-UR-103 Energy Group, Inc. Issues, inferruptible rates. :
1107 ER07-582-000 FERC Letistana Public Entergy Services, Inc. Proposed modifications fo
Service Commission and the Entergy Operating Systemn Agreement Schedule MSS-3.
Staff Companies Cost functionalizafion issues.
1/08 Doc.No. WY Cimarax Energy Company Rocky Mountain Power Vintage Pricing, Marginal Cost Pricing
20000-277-ER-07 ’ (PacifiCorp) Projected Test Year
1/08 CaseMo. OH Ohio Energy Group Ohio Ediso_n, Tolede Edison Class Cost of Service, Rate Restructuzing,
07-551 Cleveiand Electric lluminating  Apporfionment of Revenue increass to
' 7 Rate Schedules :
2/08 ER(7-856  FERC Louisiana Public Entergy Services, lnc. Entergy’s Compliance Filing
Service Commissicn and the Entergy Operating Systern Agreement Bandwidth
Stafl Companies Calculations.
2/08 Coc No. PA West Fenn Power West Penn Pawer Co. Defaul Service Plan issues.
P-00072342 Industrial Inferveniors’

J. KENNEDY AND ASSOCIATES, INC.
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Date  Case Jurisdict, Party Utility Subject
3/08 DocMo.  AZ Kroger Company Tucson Electric Power Co. Cost of Service, Rate Design
E-01933A-05-0650 : :
05/08 08-0278  Wv ‘West Virginia Appalachian Power Co. " Expanded Nst Energy Cost “ENEC™
EG! Energy Users Group - American Efectic Power Co.  Analysis.
6/08 CaseNo. OH Ohio Energy Group Ohia Edisqn, Toledo Edison Recovery of Deferred Fue) Cost
08-124-EL-ATA Cleveland Electric Tuminating
7108 DocketNo. UT Kroger Company Racky Mountain Power Co, Cost of Semvics, Rate Design
‘ 07-035-03 ‘
08/08 Doc. No. Wi Wisconsin industrial Wisconsin Power Cost of Service, rate design, tarif
6680-UR-116 Energy Group, Inc. - and Light Co. lssues, infernipible rates,
0908 Doc.No. Wi Wisconsin Industrial Wisconsin Public Cost of Service, rate design, fariff
6690-UR-119 Energy Group, Inc. Sensice Co, lesues, Interiptible rates. :
09/08 Case No. OH Ohio Enargy Group Ohio Edison, Toledo Edison ~ Provider of Last Resort Competitive
08-936-EL-550 Cleveland Electric luminafing  Solicitation
09/08 Case No, OH Ohio Energy Group Ohio Edison, Toledo Edison  Provider of Last Resort Rate .
08-935-E1-580 Clevetand Electric fuminating  Plan
09i08 Case No. OH Chio Enengy Group Ohio Power Company Provider of Last Resort Raie
08-917-EL-S50 _ _ Cotumbus Southem Power Co,  Plan
08:918-E1.-SS0
10/08 200800251 KY Kenhucky Industrizt Uility Louisvile Gas & BlectricCo.  Cost of Senvice, Rate Design
2008-00252 Customers, Inc. Kentucky Utilities Co.
11/08 ‘ 08-1511 wv Wesl Virginia - Mon Power Co. Expanded Net Energy Cost "ENEC”
E-Gl Energy Users Group Potomac Edison Co. Analysis,
- 11/08 M-2008-  PA MetEd Industriah Energy Metropolitan Edison Co. Transmission Service Charge
2036188, M- Users Group and Penelec Pennsyivania Electric Co.
2008-2036197 Indusfrial Customer
Alliance
01409 ER08-1056 ‘FERC Louisiana Public Enlergy Senvices, Inc. Entergy’s Compliance Flling
Servica Commission and the Entergy Operafing System Agreement Bandwidth
Companies Calculations.
Q1109 E-M345A- AZ Kroger Company Asizona Public Service Co. Cost of Service, Rate Design
08-0172 : .
02108 2008-00408 KY Kentucky Indusfrial Utility East Kentucky Power Cost of Service, Rate Design
' Cuslomers, Inc. Cooperafive, Inc.

J. KENNEDY AND ASSOCIATES, INC.
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As of June 2009
Date Case Jurisdict. - Party Utility Subject
5100 PUE-2008 VA VA Committes For Deminion Virginia Transmission Cost Recovery

: 00018 Fair Uflity Rates Power Company Rider
5/09 03-0177- WY West Virginia Energy Appatachian Power Expanded Net Energy Cost
E-Gl Users Group Company “ENEC” Analysis
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However, FPL is scheduled to present its iew projections of cost-effactive DSM to the
FPSC In June 2009. Thesa naw projections will be used to determine FPL's new DSM
Goals for the years 2010 through 2019, The analyses to develop these new projections of
cost-gffective DSM for the new DSM Goals are currontly a work in progress at the time
the 2009 Site Plan I being filed. The final order from the FPSC astablishing FPL's new

- DEM Goals Is expacted in the 4™ Quarter of 2008, The subsequent development and

approval of FPL's DSM Plan {with which FPL will meat the new Goals) will likely be made
in early 2070, Therefors, the impact of FPL’s new DSM Goals and DSM Plan will be
reflected next year in FPL's 2010 Site Plan.

These key assumptions, plus the other updated information, are then applied In the first

fundamental step: the determination of the magnitude and the timing of FPL's resource
needs. This deiemnination is aoccompiished by system reliability analyses which are
typically based on a dual planning criteria of & minimum peak period reserve margin of
20% (FPL applios this to both Summer and Winter peaks) &nd a maximum loss-of-load
probabliity (LOLF} of 0.1 day per year. Both of these criteria are commonly used
throughout the utility industry,

Historically, two types of methodologies, deterministic and probabliistic, have been

employed in systern reliability analysis. The calculation of excess lirm capacity at the

annual sysiem peaks (reserve margin} is the most common method, and this relatively
simple deterministic cakulation can be performed on a spreadsheet. It provides an
indication of the adequacy of a generating system’s capacity resources compared to its
ioad during peek periods. However, determinisfic methods do not take into account
probabilistic-related elements such as the impact of individual unit failures. For example:
two 50 MW units which can be countsd on fo nn 90% of tha time are more valuable in
regard o utility system reliabitity than is one 100 MW unit which can also be counted on
to rin 90% of the time, Probabilistic methods also mcognlze the vakse of be}ng par of an
intgrconnected system with access to multiple capacity SOUrCes.

For this reason, probabilistic methodologies have been used to provide an additional
perspective on the reliablity of & generating system. There are a number of probabilistic
rmethods that are being used to perform system reliability analyses. Of thesa, the most
widely used is loss-ol-load probability or LOLP. Simply stated, LOLP is an index of how
well a generating systsrﬁ may be able to meet its demand (.e., a measure of how often
load may exceed svailable resources). In contrast 1o reserve margin, the calculation of
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through 2008 have resulied in a cumulative Summer peak reduction of approximately
4,109 MW at the generator and an estimated cumulative energy saving of approximately
46,646 Gigawatt Hour {GWh) at the generator. Accounting for reserve margin
requirements, FPL's DSM efforts through 2008 have efiminated the need fo construct
more than 12 new 400 MW generating units.

'FPL has consistently been among the leading uiilities nationally in DSM achievement.
For exampls, according 1o the U.S. Depanment of Energy’s 2006 data (the last year for
which the DOE data was avallable at the time this Site Plan was being developed), FPL
ranked # 1 natlonally in energy efficlency demand reduction and # 3 nationally in load
management demand reduction. '

tn June 2009, FPL will be submitting its proposed DSM Goals for tha 2010 = 2018 time
period to the FPSC for its epproval. At the time the 2009 Sits Plan is being finalized,
FPL's analyses to determine what its proposed DSM Goals for 2010~ 2019 are a work in
progress. Consequently, FPL's 2009 Site Plan is retaining essentially the same level of
projected DSM additions as was presented in its 2008 Site Plan. However, this leve! of
projected DSM addifions is ¥kely to changa due to the DSM Goals work. '

Once FPL’s DSM Goals are established, FPL will then send its proposed DSM Plan, with

which it plans to meet these DSM Goals, 1o the FPSC for approval. FPL currently

anticipetes tha both its DSM Goals and DSM Pian for the 2010 — 2018 time period will be

approved by the first Quartsr of 2010. Therefore, FPL expacts that both its new DSM
~ Goals and DSM Plan will be addressed In FPL's 2010 Stte Plan. '

Florida Power & Light Company 70
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PREFACE

This project was jointly assigned to the NARUC Staff Subcommittees on
Electricity and Economics in February, 1985. Jack Doran, at the California PUC had led
a task force in 1969 that wrote the original Cost Allocation Manual; the famous “Green

Book”. I was asked to put together a task force to revise it and include a Marginal Cost
section.

I knew little about the subject and was not sure what I was getting into so I asked
Jack how he had gone about drafiing the first book. “Oh” he said, “There wasn’t much to.
it. We each wrote a chapter and then exchanged them and rewrote them.” What Jack did
not tell me was that like most NARUC projects, the work was done after five o’clock and
on weekends because the regular work always takes precedence. It is a good thing we
 did not realize how big a task we wete tackling or we might never have started.

There was great interest in the project so when I asked for volunteers, I got plenty.
We split into two working groups; embedded cost and marginal cost. Joe Jenkins from
the Florida PSC headed up the Embedded Cost Working Group and Sarah Voll from the
New Hampshire PUC took the Marginal Cost Working Group. We followed Jack’s sug-
gestions but, right from the beginning, we realized that once the chapters were techni-
cally cotrect, we would need a single editor to cast them all "into one hand” as Joe
Jenkins put it. Steven Mintz from the Department of Energy volunteered for this task
-and has devoted tremendous effort to polishing the book into the final product you hold
in your hands. Victoria Jow at the California PUC took Steven’s final draft and desktop
published the entire document using Ventura Publisher. '

We set the following objectives for the manual:

© It should be simple enough to be used as a primer on the sﬁbjcct for new em-
ployees yet offer enough substance for experienced witnesses.

It must be comprehensive yet fit in one volume.

© The writing style should be non-judgmental; not advocatintﬁ any one particular
method but trying to include all currently used methods wi pros and cons.
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CE R6

CLASSIFICATION AND ALLOCAT!ON OF

Distributian,plant equipment reduces high-voltage energy from the transmission
system to lower voltages, delivers it to the customer and monitors the apiounts of energy
used by the custorner.

Distribution facilities provide service at two voltage levels: primary and secon-
dary. Primary voltages exist between the substation power transformer and smaller line
transformers at the customer’s points of service. These voltages vary from system 10 ays-

tem and vsually range between 480 volts to 35 KV. Inthe last few years, advances in

equipment and cable tachnology have permitiedthe use of higher primary distribution

voltages. Primary voltagesare reduced to mote usable secondary voltages by smaller

- line trapsformers installed at customer locations along the primary distribution circuit.
However, some latge industrial cnstomers may choose to install their own line transform-

ers and take serviee at primary voltages because of their large electrical requirements.

in some cases, the utility may choose to install a transformer for the exclusive use
of a single commercial or indastrial customer. On the other hand, in service areas with
high customer density, such as housing tracts, 2 line transformer will be installed to serve
many customers. In this case, secondary voltage lines run from pole-to-pole or from
handhcle-to-handhole, and each customer is served’by a drop tapped off the semndmy
line leading directly to the customer’s premise.

L COST ACCOUNTING FOR DISTRIBUTION PLANT AND
EXPENSES

The. Federal Bnergy Regulatory Commission (FERC) Uniform System of
Accounts requires separate acoounts for distribution investment and expenses.
Distribution plant accounts are simanarized and clasgified in Table 6-1. Distribution
expense accounts are summarized and classified in Table 6-2. Some utilities may
choose to establish subaccounts for more detailed cost reporting.
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TABLE &1
CLASSIFICATION OF DISTRIRUTION pmm‘l
FERC Uniform ‘
System of : Demand Customer
. Agcounts Ne. Description Related Related
_Distribution Plant 2 | _

360 Land & Eand Rights _ x| x
361 Structures & lmprevmts X X
362 |Station Equi X -
363 Stomze. Battery Eqmpment X -
364 Poles, Towers, & Fixtures X X
365 Oyerhead Condue’eots & Beﬂees X X
366 _|Underground Conduif X X
367 _{Underground Conduetors & Devices X X

368 Line Transformors X X ®
369 Services - X
370 Meters o - X
T Instaﬂaumm Customer Premises . X

a2 — - X
373 - -

Asswmmtor mdtsimwwmmmwywﬁmmmmdmwmm&t
exclusively uses-such facilities. The femaining costs we thenlassified to the respactive cost components:

“The smounts butwesh classification may vary considerably. A study of the minimmsm irtersept
mwmwmmmuum@mmmmmwmw
andmtmmrmmpmms. : ‘ o
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TABLE 62
CLASSH" ICATION OF DISTRIBUTION EXPENSES!
FQR{! Uniform _ S
System of Demand | Customer
Accounts No. Description Related | Related
__ Operatin?
580 Operation Supervision & Engincering X X
581 Load Dispatching X -
582 Station Expenses | X -
583 Overhead Line Expenses X X
584 Undergronnd Line Expenses - X X
585~ |Street Lighting & Signal System Expenses* | - -
586 Meter Expenges ) - X
588 Miscellaneous Distribution Expenses X X
589 Rents , | X X
Mamlenance
S50 | Maintenance Supmv;sm & Engmeermg p.4 X
551 Mamtemee of Stroctures X X
592 Maintenance of Station Equipment X -
393 Maintenance of Dverhead Lines X X
594 Maintenance of Usidergroned Lines X X
595 Maintenance of Line Transformers X X
596 | Maint, of Strcet Lightinig & Signal Systeme * | - -
597 Maintenance of Maters - X
598 Maint. of Mm&ﬁmms Bm:ihﬁimi ‘i‘iznts X X
YDirect assignment or "exchisive use” costs ae assigried duu:dy tothe customer tass or group
which sxclushyely uses such faziities. The remaiiing costs ars then classified te the respective cost compo-
nehs.
zm.mmsbemmckssiﬁmﬁms may vary considerably. A study of the mininwan intercept
methed of ather sppropriate methods should be made to determine the relitionships between the demand
and customer compoenénts. ‘
—— -
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To ensure that costs are prcperly allocated, the anabyst must first classify each ac- ' .

count as demand-related, customer-related, or a combination of both. The classification
depends upon the analyst’s evaluation of how the costs in these accounts were inctired.
in making this dezermmanon, suppcrrtmg data may be miore important than theoretical

considerations.

Aliocatmg costs to the appmgnate groups i a cost study requires a special analy-
sis of the nature of distribution plaat and expenses. This will ensure that costs are as-
signed tp the correct functional groups for ¢lassification and allocation. As indicated in
Chapter 4, all eosts of service can be idéntified as energy-telated, demand-related, or cus-
tomer-related. Because there i§ no enefgy component of distfibution-related costs, wé

need consider oniy the demand and nusto:ner compornents.

‘To recognize ?Qltagf:- levil anid wse of facilities in the fiinctionalization of distribu-
tion costs, distribution lirie costs niust be separated into oveshead and underground, and
primary and secondary voltage classifications. A typical functionalization and classifica-

tion of distribution plant would appear as follows:

Substahrms
Distributicis

Services:

Meters:
Street Lighting:

Customer Accounting:

Sales:

verhead Primary

Overhead Secondary

Underground Primary
a;nd

Cnstdmet

| |
Customer
Overhead
De:

Custoéner

Undérg;)mxdj{ 3 mand

Custorner
Customer
Customer
Cagtormier
Customer
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From this breakdown it can be seen that each distribution account must be ana-
lyzed before it can be assigned to the appropriate functional category. Also, these ac-
counts must be classified as demand-related, customer-related, or both. Some utilities
assign distribution to customer-related expenses. Variations in the demands of various
customer groups are used to develop the weighting factors for allocating costs to thc ap-
propriate group.

II. DEMAND AND CUSTOMER CLASSIFICATIONS 0F
DISTRIBUTION PLANT ACCOUNTS

V ‘ hen the utility installs distribution plant to provide service to a customer and
to meet the individual customer’s peak demand requirements, the utility must classify
distribution plant data separately into demand- and customer-related costs.

Classifying distribution plant as a demand cost assigns investment of that plant to
a customer or group of customers based upon its contribution to some total peak load.

The reason is that costs are incurred to serve area load, rather than a specific number of
customers.

Distribution substations costs (which include Accounts 360 -Land and Land
Rig_hts,'361 - Structures and Improvements, and 362 -Station Equipment), are normally
classified as demand-related. This classification is adopted because substations are nor-

mally built to serve a particular load and their size is not affected by the number of cus-
tomers to be served.

Distribution plant Accounts 364 through 370 involve demand and customer costs.
The customer component of distribution facilities is that portion of costs which varies
with the number of customers. Thus, the number of poles, conductors, transformers, serv-
ices, and meters are directly related to the number of customers on the utility’s system.
As shown in Table 6-1, each primary plant account can be separately classified into a de-

mand and customer component. Two methods are used to determine the demand and cus-

tomer components of distribution facilities. They are, the minimum-size-of-facilities
method, and the minimum-intercept cost (zero-intercept or positive-intercept cost, as ap-
plicable) of facilities.

A. The Mini Size Method

Classifying distribution plant with the minimum-size method assumes that a
minimum size distribution system can be built to serve the minimum loading
requirements of the customer. The minimum-size method involves determining the
minimum size pole, conductar, cable, transformer, and service that is currently installed
by the utility. Normally, the average book cost for each piece of equipment determines

——
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the price of ull installed units. Once determined for each primary plant accourit, the
minimurn size distribution system is classified as custoimer-related costs. The
demnand-related costs for each accousit are the difference between the total investmient in

the zccount and customer-related costs. Comparative studies between the minimum-size
 prodtices a farger customer component than the

and ati}ermexhoés show that it generall

iterciept methiod (fo be discussed). - The following deseribes the méthodalagies for
de,tmmmmg :he Triinius size fﬁfémﬁlﬂlmpimg A

and369

TiTiE ihe custoriier

_ 4 Amm %S%-Idm'l‘rmﬂmm _' R

o Datemtma mmunmn s;.ze transfmct cnm,mﬁy being installed.

ounls 364, 365, 366, 367, 368,

j:um: sxza traasfmet by
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© Multiply average installed book cost of minimum size transformer by .
number of transformers in plant account to determine the customer -
component.

5. Account 369 - Services.

O Determine minimum size and average length of services currently be-
ing installed. : ' :

O Estimate cost of minimum size service and multiply by number of
services to get customer component.

O If overhead and underground services are bocked separately, they
should be handled separately. Most companies do not book service by
size. This requires an engineering estimate of the cost of the mini-

- mum size, average length service. The resultant estimate is usually
higher than the average book cost. In addition, the estimate should be
adjusted for the average age of service, using a trend factor.

B. The Minimum-Intercept Method

The minimum-intercept method seeks to identify that portion of plant related to
-a hypothetical no-load or zero-intercept situation. This requires considerably more data
and calculation than the minimum-size method. In most instances, it is more accurate,
although the differences may be relatively small. The technique is to relate installed cost
to current carrying capacity or demand rating, create a curve for various sizes of the
equipment involved, using regression techniques, and extend the curve to a no-load
intercept. The cost related to the zero-intercept is the customer component. The
following describes the methodologies for determining the minimum intercept for
distribution-plant Accounts 364, 365, 366, 367, and 368.

1. Account 364 - Poles, Towers, and Fixiunes

© Determine the number, investment, and average installed book cost of
distribution poles by height and class of pole. (Exclude stubs for guy-
-ing.} ' ‘ '

O Determine minimum intercept of pole cost by creating a regression
equation, relating classes and heights of poles, and using the Class 7
cost intercept for each pole of equal height weighted by the number of
poles in each height category.

O Multiply minimum intercept cost by total number of distribution poles
 to get customer component.

92
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O Balance of ;ﬁale inv&stmant is assigned to demand cormnponent. . : .

ﬁ Total account dollats are assigned based on ratio of pole investment,
{Transformer platforms in Account 364 are all demand-relsted. They
should be removed bafore determining the account ratio of customer-
and demand-relsted costs, and then they should be added to the de-
mand portxon of Account 364.}

2. Account 365 - Overhead Conductors and Devices

O If aceounts are divided betwéen ptimary and secondary voltages, de-
velop a customer component separstely for each. The total invest-
ment is assighed to primary and secondary; then the customer
component is developed for each. Sinee eonductors generally are of
many types and sizes, select those sizes and types which represent the
‘huikafthamvmmﬂmmmmﬁwprﬂa :

O When developing the customer coniponent, consider cmlytkc fovest-
- ment in condctors, andnatsunhéwmesas circuit . insula-
. tors, switches, efc. The investment in these devices wxnbe assigned
later between the costomer and demand component, based on the con-

duttor assignment.

« Determine the feet, itvestient, and average instafled book .
: eastperfcotfewdmt&bzﬁmnm&n&ombymmtypa : -

~ . Determine minimus intercept of condueter cogt per foot using

- mwﬁmbymmdtypac¥m¢WngMedbyfwm

investment in each category, and developing amtfofﬂm:ﬁﬁu
ity’s minimum sizé conduotor.

- Muksply it intercept cost by the total number of aireuit
feet titges 2. (Nateﬂzatmtfm, not condirctor feet, are
uged to get customer compotient.)

~ Balance of condustor invesiment is assigned to demand.

- Total pzmmry ar secondary doilars in the- account; including
devices, dre assigned to custorner and demand mmpmerﬁs
based on conductor investment tatio.

‘3. Accounts 366 and 387 - !Imdergwund Conduits, Copductors, and
Devices

© The customer demand component ratio is developed for conductors
and applied to conduits. Underground conductors ate generally
bookc& by type and size of conductor for both cone-conductor (3fc) ca-
- ble and three-condnctor {3fc) cables. If conductors ate booked by ‘

voliage, as between primary and monéary a customer component is
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developed for each. If network and URD investents are segregated,
a customer component must be developed for each. :

O The conductor sizes and types for the customer component derivation
are restricted to I/c cable. Sinck there are generally many types and
sizes of Ijc cable, select those sizes and types which wprwem the bulk
of the investment, when appropriste.

= Determine the feet, investment, and average installed book
cost per foot for Ife cables by size and type of cable.

-~ Determine minimum intercept of cable cost per foot psing cost
per foot by size and type of cable we:ghted by feet of invest-
rient in sach catepory. .

~ - Multiply minimnum intercept cost by the totad pamber of sircait
feet {If¢ cable with sheath is considered 4 circuit) to get cus-

, tmcrwmmnant
- Balancs of cable investment is assigned to demand.

= Total doliars in Aecounts 366 and 367 are assigned to customer
atid demand components based on conductor investrent ratio.

4. Account 368 - Line Transformers

'O The line transformer account covers all sizes and voltagés for single-
and three-phase transformers, Only single-phase sizes up to and in-
cluding 50 KVA should beused in dwalﬁ?mg the customer compo-
nents, Where more than one primary distribution voltage is osed, it
may bé appropriate to use the transforimer price fm Ohe Of W pre-
dominant, selected m!tagfm

~ Detetmine thie mumber, mvesﬁnem 4nd average insialled book
| ot pér transformet by size and type (voltage). -

= Determine zero intercept of tranisformer cost vsing cost per
transformer by type, weighted by nuraber for each category.

= Multiply 2210 intercept cost by total numbeér of line transform-
ers 1o get cusiomer component.

= Balance of transformer investment is assigned to demand com-
ponent.

= - Total dollars in the aceount are- assxgne.d tocustoimer and de-
mand components based on transformer investenent satio from.
customer and demand components.
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When selecting a method to clagsify distribution costs into demand and
customer costs, the analyst must consider several factors. The minimum-intercept
method ran sometimes produce statistically unreliable results. The extension of the
regression eguation beyond the boundaries of the data normally will intercept the Y axis
at 2 pasitive value: In some caseg, bacause of incorrect accounting data or some other
abnormality in the dats, the regression equation will intercept the Y axis at a egative
value. When ihis happens, a review of the accounting data must be made, and suspect
data deléfed.

. The results of the mintmum-size method can be i’:::xﬁuemed by several factors.
The analyst must determine the minimum size for each piece of equipment: "Should the
minimum size be based upon the minimum size equipmient cusrently installed, histori-
. cally installed, or the minimum size necessary to meet safety requirements?” The man-
net in which the minimum size equipment is selected will directly affeet the percentage
of costs that are classified as demand and custemer éosts.

Cost am.lysts_d,wagme on how much of ihedemand costs should be aliceated to
customers whesn the minimam-size distribution method is used to classify distribution
plant. ‘When using this distribution miethod, the analyst must be aware that the minimum- '
size distribution equipment has a certain iaaduamymg cepabilxty which can be viewed as .
a demand-related cost. :

When aliocating distribution costs determined by the minimium-size meihod,
some cost analysts will argue that some enstomer classes can receive a disproportionate
share of demand costs. Their rationale is that customers-are allocated a share of distribo-
tion costs classified as demand-yelsted. Then those customers receive a second layer of
demand costs that have been mislabeled custamer cogts becaﬂse the minimum-size
method was nsed to classify these costs.

Advocates of the mihfinum-intercept method contend that this problem does not
exist whefi using their method. The reason is that the customer cost derived from the
- minimym-intercept method w@e&m&&wﬁuﬁduﬁm of the cust carve, - Thus,
the customer wost of a particular pisce of syuipsment has o dendand cost in it whatsoever.

D. Other Account

Th’e preceding discussion of the merits of minimum-gystem versus the
zero-intercept ¢lassification schemes will affect the major distribution-plant aceounts for
FERC Acuounts 364 through 368. Several other plant accounts remain to be classified. :
While the classification of the following distribution-plant accounts is an important step, .
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it is not as controversial as the classification of substations, poles, trausformers, and
conductors.

1. Account 369 - Services

This account is generally classified as customer-related. Classification of services
may also inelede a demand component to reflect the fact that larger customers will re-
quire more costly service drops.

‘2. Account 370 - Meters
_ Meters are generally classified on a customer basis. However, they may also be
classified using a démand component to show that larger-usage customers require more
expensive metering equipment. :

‘3. Account 371 - Installations an Customer Premises

This account is geaexaﬂy classified as customet-related and is often directly as-
signed. The kind of equipmatit in this accourtt ofben inflasnces how this account is
treated. The equipment ini this account is owned by the-utility, but is located on the cus-
tomer’s side of the meter. Autﬂnywiﬁeftenmciudamealighimgequxpmemmﬁusac-
count and assign the investment dizectly to the hghting customer class,

4. Accourt 373 - Streat Izightmg and S:gnal Systems

This account is generally customier-related and is éi:scﬂy assigned to the sireet
customer class.

Il ALLOCATION OF THE DEMAND AND CUSTOMER
COMPONENTS OF DISTRIBUTION PLANT

A.ftcr com;;leﬁzig the c]asmﬁcatmn of distribuition plant sccounts, the next major
step in the cost of service process is to allocate the classified costs. Generally,
determining the distribotion-demand allocator will require more data and analysis than
determining the customer allocators, Following are procedures used to calculate the
demand and enstomer allocation factors.

Tm are several factors to consider when allocating the demand companents
of distribution plant. Distribution facilities, from a design and operational perspective,
are installed primarily fo meet localized area loads. Distribution substations are designed
to meet the maxinum load from the distribution feeders emanating from the substation.
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Sum!aﬂy, when designisig prifmary and sscondary distribution feeders, the distribution | .
engineer ensures that stfficient conductor and transformer capacity i availabls to meet '
the cirstomer 's. Joads at the primeary- and secondary-distribution service levels. Local
area loads are the majos factors in sizing distribution equipment. Consequently,
cnstcamer-ciass nonceincidént demands (NCPs) and individual custornier maxtmum
demands are the load charitieristics that sre normally used to aliceate the demand
. companént of dxsirzbutmn facilifies. The customer-class load chasacteristic wsed to
allocate the dermand & tiertt of distribution plant (whather cugtomer class NCPs or
the swmnatm of. mdmdmi cnstm&er matiman &emw:uds} epends on the load diversity
. ihat is prasan‘t-at the gl G ‘be: aﬂoca!ad ‘The Iaﬁ tiwets:ty at &m‘hutwn -

should nict be: muded | | |

. - Utilities dan gather ioad éata ta eieve}@ demand allocators, ﬁthm thmugh their

- load résearch’ pmgrmn ‘or theirtrarisforiger load tnanagement'p rogtain, Inmicst cases, the
Toad research’ program. gaﬁmw data from mefers on the customers”™ gmmmes A more
comp]ex procedurs is to use the t:m&sfomer load management program, .
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This procedure involves simulating Joad profiles for the various classes of equip-
ment on the Jistribution system. This provides information on the nature of the load di-
versity between the customer and the subetation, and its effect on equipment cost.
Determining demand allocators through simulation provides a first-order load approxima-
tion, which represents the peak load for each type of distribution equipment.

The concept of peak load or “equipment peak” for each piece of distribution
equipment can be understood by considering line transformers, If a given transformer’s
loading for each hour of a month can be caleulated, a transformer load curve san be de-
veloped. By knowing the types of customers connected to each load mansgement traps-
former, a simulated transformer joad profile curve can be developed for the system. This
can provide each customer’s class demand at the time of the transformer’s peak load.
Similarly, an equipment peak can bé defined for equipment at each level of the distribu-

- tion system. Although the equipment peak obtained by this method tasy not beideal, it
will closely approximate the actual peak. Thus, this method should reflect the different
Toad diversities among customers at each level of the distribution: sysimn An illustration
of the simulation procedure is provided in Appendix 6-A.

When the demarnid-customer clamﬁcamn has been mmplaed, most of the

“assurnptions will hav& been made that affect the restilts of the compléted cost of serviee
- study.

The allocation of the customer-related portion of tiae'vatious plant accnunts is
based on {he number of customers by classes of service, with appropriate weightings and
adjustments. Weighting factors reflect differences in characteristics of customers within
a given class, orbetween classes. ‘Within a class, for instance, we muy want to give more
weighting of a certain plant account te rural custormers, a5 compared to urban costomers,
The meteting account is a clear example of an acconnt yequiring weighting for differ-
ences between clisses. A mstering arrangenient for a singlé inidustrial customer may be
30 to 80 titnes as castly as the meteﬂng for one tesidential customer.

~ While cusiomer allocation factors: shoul&, be weighted to-offset differences among
various types of customiets, h;ghly refined weighting factors or detailed and time ctmsm
ing studies may not seem worthwhile. Such factors applied in this final step of the «
stady may affect the final results much less than such basic assumptions as the dem -
allocation method or the technique for determining demand-cusiomer classifications,

Expense allocations generally are based on the comparable plant allocator of the
various classes. For instance, maintenance of overhead lines is generally agsumed to
be directly related to plant in overhead conductors and devices. Exceptions to this rule
will occur in some accounts. Meter expenses, for example, are often a funetion of
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mainteniance and testing
of the meters lhemselvcs.

schedules related mote to tevenue per customer than to the cost : .
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Florida Power & Light Company
Docket No. OBOGTT-EI

SFHHA's Second Set of Interrogatories
Interrogatory No. 137

Page 1 of 1

" Interrogatories Directed to Mr. Joseph Ender (or such others as FPL deems

appropriate):

" Please provide an explanation of the relationship between customer kW demands and the

number and cost of secondary poles, include specific documentation from FPL's distribution
planning organization supporting the provisioning of poles on the system and the level of
customer kW demand, and identify the name, title and organization of the respondent to this

request, including a copy of the respondent'’s resume (if not already a witness in the
proceeding). ' -

As stated in FPL’s response to SFHHA's Second Set of Interrogatories No. 130, distribution
poles installed throughout FPL's distribution system consist of feeder poles,. lateral poles,
service poles and streetlight poles, all of which can and do carmry secondary voltage. KW
demand/load, which affects the size/weight of the overhead wire and equ1pment to be used, is

just one of many factors considered when FPL is determining the type, sizing and number of

distribution poles to install. Other considerations include clearance requirements, wind
loading requirements, the number of attaching entities, as well as other equipment to be
installed on the pole. The size and type of poles for FPL's distribution system are determined
and installed consistent with FPL's distribution engineering/construction standards and
guidelines which have been provided in FPL's responses to SFHHA's Second Request for
Production of Documents Nos. 41 and 42. Regarding the cost of poles, generally, larger poles
are more costly than smaller poles and concrete poles are more expensive than wood poles.

See also installed costs provided in FPL’s response to SFHHA's Second Set of

Interrogatorics No. 130.

Respondent - Michael G. Spoor, Distribution, Director, Business Services
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Selected Rate Case Application of Distribution Minimum System
Classlification of Non-lighting Distribution Plant

. Wisconsin
Voltage - Classification Bublic Service
Account 364 - Poles, Towers, & Fixtures °
Primary Demand 53.8%
Customer 46.2%
Secondary  Demand 28.6%
Customer T1.4%
Account 365 - Overhead Conductors & Devices
Primary Dernand ' 30.2%
Cusiomer 69.8%
Secondary Demand . 18.4%
Customer 81.6%
Account 366 - Underground Conduit
Primary Demand . 100.0%
Gustomer ' 0.0%
Secondary  Demand 100.0%
Customer . 0.0%
Undesignated Demand : 100.0%
Customer 0.0%
Account 367 - Underground Conductors
Primary Demand : 27.0%
) Customer 73.0%
Secondary  Demand 37.0%
Customer 63.0%
Undesignated Demand
Customer

~ Account 368 - Distribution Transformers

Demand 33.2%
Customer . 66.8%

Ohio
Edison

100.0%
0.0%
100.0%
0.0%

100.0%
0.0%
100.0%
0.0%

100.0%
0.0%
100.0%
0.0%

100.0%
0.0%
100.0%
0.0%

- 30.3%
69.7%

Kantucky
Utilifies

21.1%
78.9%
21.1%
78.9%

21.1%
78.9%
21.1%
78.8%

27.9%
72.1%
27.9%
72.1%

27.8%
72.1%
27.9%
72.1%

52.1%
47.9%

WPSC Docket No. 8650-UR-148 Test Year Ended Decomber 31, 2009
Ohio Edison Docket Ne. 67-551-EL-AIR Test Year Ended 02/08
Ky Case No. 2008-00251 Test Year Ended April 30, 2008

384 & 366 clagsified same as 385 & 367, respeciively

366/367 based on workpapers; filed study was atronecusly used 364/365 fadiors

LGRE Case Na. 2008-00252 Test Year Ended Apsil 30, 2008
364 & 388 classilied same as 385 & 357, respactively
VEPCQC Case No. PUE-2009-000189 Test Year Ended 12/08

Louisville
Gas & Electric

39.4%
60.6%
39.4%
60.6%

39.4%
60.6%
39.4%
60.6%

374%

62.6%
37.4%
62.6%

37.4%
62.6%
I7.4%
62.6%

51.2%
48.8%

Virginia
- Electric & Power

41.7%
58.3%
52.7%
47.3%

66.8%
33.2%
81.4%
18.6%

73.7%
26.3%
73.7%
26.3%
73.7%
26.3%

73.7%
26.3%
73.7%
26.3%
713.7%
26.3%

87.3%
12.7%

Average

51.2%
48.8%
48.4%
$1.6%

51.5%
48.5%

52.1% -

47.9%

67.5%
32.2%
67.8%
32.2%

53.2%
46.8%
55.2%
44.8%

50.8%
49.2%

| Docket No. 080677-El
. Dist. Min. System Classification
| Exhibit __(SJB-5), Page 1 of 1
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Florida Power & Light Company
Docket No. 080677-El g
Staff"s Third Set of interrogatories .
Interrogatory No. 19

Page 1of 1

This interrogatory relates to FPL’s forecasts in this docket. Please identify any adjustments that
were made to either the forecast data, or made during the course of executing the programs used
to develop the Company’s forecasting models.

A,

The output of the econometric model used to forecast net energy for load per customer was
adjusted for changes in usage not embedded in the historical data. The specific adjustments are
as follows: :

1. The addition of two new wholesale confracts (Lee County and Seminole Electric
Cooperative).

2. Incremental energy efﬁc1ency reductions resulting from rnandated changes in appliance
efficiency (e.g., higher energy efficiency standards for air-conditioners) and compact
fluorescent bulbs. This adjustment reflects only increases in energy efficiency not reflected
in the historical usage. This adjustment is consistent with adjustments for mandated energy -
efficiency standards incorporated in FPL's recent Need Determination filings.

3. An adjustment for the increasc in the number of minimal usage customers FPL has
experienced coincident with the housing crisis. Historically, 6.8% to 7% of FPL's residential.
customers have been minimal usage customers, defined as those using 1 to 200 kWH per
month. However, this percentage has risen with the increase in vacancy rates resulting from
the housing crisis. As of the end of 2008, the percentage of residential customers using

" minimal amounts of electricity had increased to 8.7% and recent actuals show the percentage
has since risen to 8.9%. Bascd on the increase in this percentage relative to its long-term
average, FPL estimates that the increase in.minimal usage customers is reducing net energy
for load by approximately 1%. '

4. An anchoring ;adjust:rnent is made to calibrate the model to the average level of 2008 usage.

'In combination, the above édjustments have substantially reduced the year-to-date weather

normalized variance in net energy for load and are needed to accurately reflect the expected level
of sales in the test year.
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i Docket No. 080677-El
_ * Summary of COS Results
Florida Pawer Light Company . Extibit __(SJB-7), Page 1 of 2
Docket No. 08D677-E} . i
Summmary of Gost of Service Results
' Singie CP Production and Distribution Minimum System
Description Total " GILC-1D GILC-1G CILGHT c51 c52 G51 GSCU-1 G301 GSLD1 GSLDZ GSLD3 HLFT1
RATE BASE
Eleciric Plant in Sarvice 28,288,080 461,131 31,857 162,701 33,539 13325 1933674 9,682  4971,800  +,085112 145,053 27,611 226,979
Accumulated Depreciation and Amortizstion {12560,521) (205058} (14,161) (78,335) (14,045) (5.938)  _(850,960) (4.088] (2.233.001) _ (487,850) (64,649) (13,232) (101,870
Net Plant In Service 16,667,559 266,073 © 17,696 84,365 18,594 7,386 1,082,713 5584 2,737,898 597,262 80,404 14,379 125,108
Plant Held for Future Use 74,502 1,613 108 563 12 44 4,725 17 15,427 3,503 489 00 751
Construction Work In Progress 707,530 13,180 896 5,304 924 366 48,933 220 132,787 25,387 4,017 905 5,352
Net Nuclezr Fuel 374,733 11,162 727 5,439 . 686 208 21734 118 84,839 18,496 2,980 845 5159
Total Utifty Plant 16,854,324 282,026 19427 95,671 20,315 8,085 1,156,106 5049 20970352 648,658 87,690 16,230 137,371
Working Capifai - Assats 3,303,188 72,422 4,885 31,235 4,706 1,848 223,575 1,320 534,881 136,482 20,360 4,673 33,940
Working Capital - Liabilities (3.183,926) _ (63,203) {4,320 (27,017} {4,182) {1728) _ {213,880) (1.286) __ (574.827)  _(122,035) (18,078) {4.317) (30,018}
Working Cepltal - Nat : 200,262 B.A3z9 _ 566 4218 523 220 9,686 43 60,054 13,558 2,284 658 3,924
Total Rate Base 17,063,586 . 200,855 19,582 99,890 20,839 8315 1,165,792 5582 3,031,006 562,216 90,174 16,885 141,256
REVENUES :
Sales of Eleclricity 3,620,872 71,354 5413 25,240 4,955 1,863 289,378 1,432 741,464 141,683 20,840 4,444 34,823
Other Operating Revenues 193,855 1,897 130 615 137 ‘55 15,228 133 21,302 4,271 585 101 932
- Tolal Operating Revenuss 4,114,727 73,251 8,043 25,855 5,091 1,918 305,106 1,564 762,766 145,954 21,524 4,546 35,755
EXPENSES i
Operating & Maintenance (1,721,872) (30,175) {2.084) (12,291) {2,039) {832)  {119,879) (753)  {289,309) {61,257) (8,700) (1,981} (14,451)
Depreciation & Amorijzation (1,076,373} (17,109) - (3,188) 8311) (1,250} {498) (72.857) (362} (186,967) {40,837} {5,398) (1,063) {8,485}
Taxas Other Thar Income {350,370 (5844) . (405) {1.995) (419} (188} (24,137 (128  {81,170) (13,283) (1.811) (338) (2,841}
Income Taxes {243,338} (5,701) (822) (1,284) {389} (99} {26,342) fezg} {66,956) {8,590) {1,482) {336} (2;895)
Amartizallon of Property Lossas ’ 1,108 B2 - 4 4 4 1 20 (1) 440 111 16 7 26
Gain of Loss on Sale of Plant 1,002 __ 2 4 g 2 1 _66_ 0 211 48 7 9 10
Tote) Qperating Expense T [Pusepst)  (Shee)  (NG4) (1e40] (406 [1582) (pA7ges) (1318 (e0ar0)  (leipoey  (17.dse) . (372) _(28645)
NOI Bafare Curtailment Adjustment 725,883 14415 1,540 4,015 1,000 327 62,178 245 158,016 24,346 4,069 834 7110
Curlallment Cradit Revenue 497 [1] i} o . e 181 o a 0 ¢ ] . o o
Reassign Curlailment Credit Revenug (497) (11} (1) [(3) 1y {0) _(30) (0} {104) {24} (3) 1) _(5)
Net Curtailmant Credit Revenus [} (1) ) {5} 316 181 ©{30) D {104} {24) (3) 5] T {5
Net Curtaiimant NO! Adjusiment 0 [£4] {0 3 193 1 (19) [0} {64) (15} _ 2 {1 (3]
Net Dperating Income 725,883 14,408 1,539 4,012 1,194 437 62,158 245 158,852 24,334 4,067 833 7,106
Rate of Retum . 425% 4.95% 1.70% 4.02% 573% 526% 5.33% 4.00% 5.24% 367% | 451% 4.83% 5.03%
Parity 1.00 1.16 1.81 0.94 1.35 1.24 1.25 0.95 123 186 106 - 1.15 1.18
In¢rease to Proposed Equal Ralte of Return 1,043,534 14,463 98 6,497 773 ar2 50,769 83 136,338 46,770 5,138 845 851
Total Revenues al Proposed Rate of Relurn 5,158,261 87,74 . G141 32362 - 5864 2,200 355,375 1,947 899,105 192,724 26,662 5,391 42,606
Proposed Other Operaling Revenues ' 269,183 2517 173 698 176 89 21,263 198 26,871 5328 755 115 1,193
Revenue from Sales at Prop Rate of Return 4,889,078 85197 5,869 31,653 . 5688 2,224 334,591 1,749 872,234 187,396 25,907 5276 41,414
i
’ Singie CP-Min Sys CCOSS Summary, Summary 6/29/2009, 7:26 PM
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Description HLFT2 HLFT3 MET OL-1 052 RS1 SOTR-1 SDTR2 SDTR-3 SL1 SL-2 S5T-OST SST-TST
RATE BASE . ’
Elsctric Piant in Service 911,726 183,930 17,968 105,786 5655 17,290,435 86,887 107,328 13,146 438,877 4,362 1,938 17,473
Acoumulated Depreciation and Amortization 408,415 82,440 944 3,610 2577 7,583, 750" (37,397 46,631 5,642 {255,279) [1,956) (840) (8,452}
Not Prant In Service 502,311 101,490 10,025 32,175 3478 9,706,684 49,800 60,638 7,504 183,598 2,408 4,095 9,022
Piant Hald for Future Use 3,620 618 63 50 .18 42,149 315 380 46 306 15 6 58
Construction Work In Progress 25,406 5,145 01 2,062 123 417,384 2,414 2,951 348 8,210 127 49 529
Net Nuclear Fuel 19,758 4,161 332 a2 48 180,868 1,776 2,144 _ 254 - 1,825 113 26 " 461
Totat Utility Plant 550,484 111,412 10,821 34,877 3,667 10,357,085 54,105 86,172 8,152 195,041 2,662 1477 10,069
Workdng Gapital - Assels 131,848 27,214 2,425 8,823 624 1,977,505 12,668 15,024 1,786 41,204 755 - 219 2,647
Worklng Capital - Liabilifies (116,892) (24,074} (2,156} 8,870 563} (1,857 499 11,158 13,203) {1,589} {38,696) (670) {200} (2,373)
"Working Capital - Net 14 948 3,137 260 145 (] 80,005 1,510 1,731 187 2,609 &5 19 274
Tofal Rate Base 565,443 14,549 41,190 34,531, 3,728 10,437,080 55,615 87,5902 £,349 197,649 2,747 1,196 10,343
REVENUES o
Sales of Electricity © . 116444 23,478 2,B0B 11,731 838 2,315,844 16,358 15,524 1,671 83,935 1,112 256 3,782
Cther Cperating Revenuses 3,673 748 786 529 41 144,427 3r? 443 56 995 33 9 62
Total Operating Revenuas 119,117 24,228 2,584 12,260 879 2457374 15,736 15,967 1,727 69,830 1,145 265 3,844
EXPENSES : :
Oparating & Maintenance {56,501) (11,563) (1,065} {5.962) (315) (1,064,509) (5,480} (6,501) (rat) (24,004) {329) {103) {1,108)
Dapraciation & Amortization {34,103) - {6.862) {662) {5,395) (199) {652,234) (3,175) (3.931) (478} {25,290) (164} (71} (E78)
Taxes Other Than Income (11,337} {2.295) {226) (759) (78) (215,884) {1,132) {1.369) (168) {4,302) (57) (24) (202)
Income Taxes {1671) (351) {201) 159 (#6)  {119,242) {2,021) {1,118) [C5)] {4.860) (231) (17 {703)
Amortization of Property Losses 105 - 21 2 (10 - (6] 292 1t 11 1 {(57) 1 0 1
Gain or Loss on Sala of Plant 40 - g Al 1 1 562 3 6 -1 1 ] g .0
Total Opersiing Expense 103,467 21,041 241 11,765 877)  (2,051,01 11,793} {12,500) (1.470) {58,507) (750) (214) (2,691}
NOI Befora Curlailment Adjustment 16,850 2,185 643 485 - 202 406,357 3,94 3,067 257 11,423 364 - &0 RRLE
Curtailment Credit Revenue o] Q 0 Q Q Q 0 0 9 i} 0 b} [
Reassign Curtallment Credit Revenue 21 _{4) (1] (0) _{0) {278) _12) (2) oy {1) (0) (1] )
Net Curfaiiment Credit Revernue [F3}] 4) [(]) ©) (0] (279) (2) 2) @ {1 {0) 0) {0}
Net Curtailment NOI Adjustment (13} 8 0 (0) (D) {171} {t} (1) )] 1) _(0) o {0}
Nef Operating tncome 15,637 3,183 643 455 202 408,186 3,942 3,066 257 11,422 364 50 1,453
Rate of Return 2.77% 278% 5.74% 1.43% 5.42% 3.85% 7.09% 4.82% 3.08% 5.78% 13.26% 4.20% 11.44%
Parity 0.65 0.65 1.35 0.34 127 0.1 1.67 1.06 0.72 1.36 312 0.99 2.62
increase to Proposed Equal Rate of Refurn 48,328 9,766 412 3,703 157 7’00,'041 827 3,863 870 7163 {236) 74 {532)
Total Ravenues at Proposaed Rate of Return 167,445 33,893 3,296 15,963 1,036 3,157,413 16,563 15,830 2,308 77,003 909 339 3,313
Proposed Other Operating Revenues 4,689 249 100 418 88 200,892 552 616 76 1,365 52 i1 48
Revenue from Sales at Prop Rate of Return 162,776 33,044 3,196 15,547 977 2,966,521 16,011 19,214 2,321 75,728 856 328 3,265

Single CP-Min Sys CCOSS Summaty, Summary

6/20/2008, 7:26 PM
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Docket No. 080677-El
FPL Resp to SFHHA Int. No. 19

- Florida Power & Light Company
" Docket No. 080677-El .
SFHHA's First Set of interrogatories
Interrogatory No. 19 ‘
Page 1 of 1

Q.

Interrogatories to Renae Deaton

Regarding page 5:1-8. Please explain the manner in which FPL considered the ratemaking
concept of “gradualism” in its proposed increase to each rate schedule and the movement
towards parity.

N

A, | _ .

FPL did not consider the concept of "gradualism" in its proposed increase to each rate schedule
and the movement towards parity as it has been 24 years since parity was addressed. It was
determined that the inequitics between the rate classes should be corrected at this time in order to

_eliminate the subsidization of some classes by other classes to the greatest extent practical.
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i Docket No. 080677-El
" Gradualism - SFHHA Alloc. Metho

| Exhibit __(SJB-9), Page 1 of 1

INCREASES TO EQUAL RATE OF RETURN WI
Single CP Producticn Allocation and Distribution Minimuim

TH 1.5 TIMES" LIMITATION
System Class Cost of Service Study

Ipcrease
v @ (3. @ 5] @ o ® E) (10}
Line Rate Base Revanue . Base Revenue Dollars Percent Pergent in Dollar Increase Aslocation ‘Adjusted Percenl
No. : at Present Rates” at Proposed Equal ROR (3y-(2) . @) Excess of at 150% Cap of Shortfall Increase increase
— 150% $6,687,783

1 CILG-1D $51,694,388 $65,526,304 $13,831,918 26.8% 0.0% . $13,831,916 394,667 $13,926,584 26.9%
2 CILC-1G $4,487 872 $4,542,617 §54,745 1.2% 0.0% $54,745 $6,563 $61,307 14%
3 CILC-AT $15,739,262 $22,149,220 $6,409,958 40.7% 33%  $5,885,579 50 $5,885,579 37.4%
4 C51-C8T1 $4,855,735 $5,687,998 $732,263 14.8% 0.0% $732,263 $8,218 $740,480 14.9%
5 C52-C572 $1,863,603 $2,220,972 © $357,369 18.2% 0.0% - $357,369 " §$3,209 $360,577 19.3%
6 G31-GSTI-WIES $289,935,102 $334,591,498 $44,656,396 15.4% 0.0% $44,656,306 $483,392 $45,139,788 15.6%
7 GSCU-1 $1,432,040 $1,749,365 $317,325 22.2% 0.0% $317,325 $2,527 $319,653 22.3%

8 GS01-GSCT! $741,276,781 $e71,501,538 $130,624,757 176% 0.0% $130.624,757 $1,250,656 $131,884,413 17.8%
9 GSLDA-GSLDTY $140,477,085 $186,162,929 $45,685,844 325% 0.0% $45,685,844 $268,054 $45,054,798 32.7%
10 GSLD2-G5L0T2 $19,588,181 324,561,521 $4,063,340 25.3% 0.0% . $4,963,340 $35,485 $4,998,826 25.5%
114 GSLD3-GSLDT3 $4,445,355 $5,276,073 $830,718 18.7% 0.0% $330,718 $7 622 $838,34C 18.9%
12 HLFT1 $32,785,838 $39,370,085 $6,684,257 20.1% 0.0% $6,594,257 $56,979  $6,841,126 20.3%
13 HLFT2 | $110273,775 - $157,583,831 $47,310,056 42.9% 55% $41,236,053 0 $41,236,083 37.4%
14 HLFT3 $23,324,234 $32,885,230 $9,560,996 41,0% 36%  $8,721,923 j0  $8,721,923 37.5%
15 MET $2,808,275 $3,196,187 . §387.912 13.8% 0.0% $387,912 $4.618 $392,530 14.0%
16 oL-1 $11,733,403 §15,546,610 $3,813,207 32.5% 0.0%  $3,813,207 $22.461  $3,835668 327%
17 08-2 - $838,081 $977,332 $139,251 16.8% -0.0% $138,2517 $1.412 . §140,663 16.8%
18 RS1-RST1 $2,316,397,918 $2,066,520,894 $640,122,976 276% 0.0% $640,122,976 $4,271,353 $644,394,329 27.8%
1¢  SDTR-1 $15,361,533 516,010,623 $649,050 4.2% 0.0% $649,000 $23,131 $672,221 4.4%
20 SDTR-2 $15,526,733 $19,213,509 $3,686,776 23.7% 0.0% - $3,686,776 $27,758  §3,714,53¢4 23.9%
21 SDTR-3 $1,671,744 $2,321,359 §649,615 38.9% 1.5% $625,136 $0 $625,136 37.4%
22 SL-1 $68,948,380 $75,727.617 $6,779,228 '9.8% 0.0% $6,779,228 $109,405  $6,888,624 10.0%
23 SL-2 $1,112.458 $856,214 ($256,244} 23.0% 0.0% $0 0 30 0.0%
24 SST-DST $255,874 4327897 $71,923 28.1% 0.0% $71,923 $474 §72,307 28.3%
25 S88T-TST $3,782,762 $3,264,855 ($517,907) A37% 0.0% 30 $0 30 0.0%
26 - .

27 Total Retall Adjusted Base Re $3,880,726,521 * %4.848,172,288 $967,445,767 24.9% $960,757,984 $967 445,767 24.9%
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] FPL PROPOSED RATE SCHEDULE INCREASES WITH 1.5 TIMES" LIMITATION

_ | Docket No. 080677-El

| Gradualism - FPL Alloc, Method
-Exhibit _ (SJB-10), Page 1 of 1

increase
{1) ] 3 4 5) (6} 7
Line Rate Basa Revenue Base Revenue Doliars Parcant Parcant in Dollar Increase
Na. al Presert Rates® at Proposed Rates 3)-() {4)/{2) Excess of at 150% Cap
150%
1 CILC-1D $51,654,388 $82,079,174 - $30,384,786 58.8% 21.3% §$19,362,722
2 CILC-1G $4,487.872 $5,577,083 $1,089 241 24.3% 0.0%  $1,089,211
3 CILC-1T §15,739,262 525,653,831 $9,954 619 63.2% 25.8% = $5,895,320
4. CS1CSTi $4,855,735 47,573,359 $2,617 625 52.8% 16.4%  $1,856,227
5 C52-C5T2 $1,863,803 _ $2,782,773 $919,170 49.3% 11.9% $698,034
a8 GS1-GSTT-WIES $289 935,102 $308,422,186 . $18,487 053 6.4% 0.0% $1B,487,053
7 GSCU-1 $1,432,040 $1.432,151 - $110 0.0% 0.0% $110
8 G501-G30T1 §741,276,781 $968,713,866 $227 437,085 30.7% 0.0% $227,437,085
] GSLD1-GSLDTY $140,477,085 $211,742,952 $71,265,867 50.7% 13.3%  $52,617,29%
10 GSLD2-GSLDT2 $19,598,181 $28,244,082 $9,345,901 47.7% 10.2% $7,340,722
11 G5LD3-G5LDTI $4,445,355 . $5,910,972 $1,465617 33.0% 0.0%  $1,465817
12 HLFT1 $32,785,838 $41,612,173 $8,725,335 266% 00% $8,726,335
13 HLFT2 $110,273,775 $174,336,415 $64,0682,541 58.1% 20.6% $41,304,208
14 HLFT3 $23,324,234 $35,165,313 $11,841,078 50.8% 13.3%  $6,736,367
15 MET $2,808,275 $3,743,115 - §$934 841 33.3% 0.0% $934,841
16 OL-1 $11,733,403 $11,885,185 $251,782 21% 0.0% $261,782
17 05-2 $538,081 $1,361,440 $523,360 62.4% 250%  $313,913
18 RS$1-RST1 $2,316,397,418 $2,798,421,588 $482,023,670 20.8% 0.0% $482,023,670
19 SDTR-1 $15,361,533 $20,068,889 $5.607,357 36.5% 0.0% 35,607,357
20 SDTR-2 §15,526,733 $23,542,544 $8,015,811 51.6% 142%  $5.815715
21 SDTR-3 $1,871,744 $2,455,303 $783,558 45.9% 9.4% - §626,17
22 SL-1 $60,548,389 $82,177 487 513,229,007 19.2% 0.0% $13,229,087
23 SL-2 $1,112,458 $1,112,458 $0 - 00% 0.0% $0
24 S5T-DST $255,974 $363,351 $107,377 41.9% 4.5% $os.878
25 S5T-TST $3,782,762 $3,755,673 ~ {$27,088) -0.7% 0.0% $0
26 .
27 Total Retail Adjusted Base Re $3,880,726,521 $4,849,773,383 $969,046,862 25.0% $203,914,804

8
Allacation
of Shortfall

$65,132,058
§0

$85,470

$0

$0

$0
$4,726,654
" §21,948
$14,845,804

30

$0

$90,587
$836,185
$0

$0

$57.364
$183,678
$0
$42,886,574

§321,354

$0

$0
$1,250,302
-$17,049
$0

$0

(@)
Adjusted
_Increase .

$19,362,722
$1,174.681
$5,895,320
$1,856,227
$698,034
$23,213,707
$22,058
$242,282,889
$52,617,291
$7,340,722
$1,556,204
$9,362,521
$41,304 298
$B,736,357
$992,205

- $435458
$313,913
$524,910,244
$5,928,711
$5,815,715
$626,171
$14,488,490
$17,049
$95,878

$0

$968,046,862

(10)
Percent
Increase

T 5%
26.2%
37.5%
37.5%
37.5%
8.0%
1.5%
32.7%
37.6%
37.5%
35.0%
28.6%
37.5%
37.5%
35.3%
7%
37.5%
22.7%
38.6%
37.5%
37.5%
21.0%
1.5%
375%
0.0%

25.0%
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I HEREBY CERTIFY that a copy of the PREFILED TESTIMONY AND EXHIBITS
OF THE SOUTH FLORIDA HOSPITAL AND HEALTHCARE ASSOCIATION has been

fumished by electroni,cAmail and U.S. mail to the following parties on this 16th day of July, 2009 -

to tﬁe following:

. Robert A. Sugarman
1B .EW: System Council U-4
c/o Sugarman Law Firm
100 Miracle Mile, Suite 300
Coral Gables, FL. 33134 -

~ Jean Hartman
Lisa Bennett
Martha Brown

. Anna Williams
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0850

Jack Leon, Natalie Smith

Senior Attorney .

Florida Power & Light Company
9250 W. Flagler Street, Suite 6514
Miami, Florida 33174

Jobn T. Butler '

Florida Power & Light Company
700 Universe Boulevard

Jano Beach, FL. 33408-0420

Robert Scheffel Wright

John T. LaVia

c/o Florida Retail Federation

225 South Adams Street, Suite 200
Tallahassee, FL. 32301

Jon C. Moyle, Jr

" Vicki Gordon Kaufman
Keefe Anchors Gerdon & Moyle
118 North Gadsden Street
Tallahassee, Fl 32301

JR. Kelly

Office of Public Counsel

cfo The Florida Legislature

111 W. Madison Street, Room 812
Tallahassee, FL 32399-1400

Thomas Saporito

Saporito Energy Consultants
Post Office Box 8413
Tupiter, FL 33468-8413

Brian P. Armstrong
Nabors, Giblin & Nickerson, PA
1500 Mahan Drive, Suite 200
Tallahassee, FL 32308

Mr. Wade Litchfield

Florida Power & Light Company
215 South Monroe Street, Suite 810
Tallahassee, FEL 32301-1859

Cecilia Bradley

Office of the Attorney General
The Capitol -- PLO1
Tallahassee, Fl 32399-1050

John W. McWhirter, Jr
c/o McWhirter Law Firm
PO Box 3350

Tampa, FL 33601

/s/ Kenneth L_Wisemagn
Kenneth L. Wiseman, Esq.




