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Ruth Nettles

___________ OB0LNT ET
From: Lynette Tenace [Itenace@kagmiaw.com] OC’IO I 30-*&:
Sent: Wednesday, August 26, 2009 3:59 PM

To: Filings@psc.state.fl.us

Ce:

swright@yvlaw.net; kwiseman@andrewskurth.com; linomendiola@andrewskurth.com;
meghangriffiths@andrewskurth.com; jenniferspina@andrewskurth.com; Wade_litchfield@fpl.com;

John.Butler@fpl.com; tperdue@aif.com; barmstrong@ngniaw.com; Cecilia.bradley@myfloridalegal.com;
sda@trippscott.com; sugarman@sugarmansusskind.com; MBraswell@sugarmansusskind.com;

shayla.meneill@tyndall.af.mil; richardb@gtlaw.com; tips@fpscreports.com; Mary.Smallwood@Ruden.com;
Jack.leon@fpl.com; jmcwhirter@mac-law.com

Subject: Docket No. 080677-E} and 090130-El
Attachments: FIPUG Errata to Testimony of Jeffry Pollock 08.26.09.pdf

In accordance with the electronic filing procedures of the Florida Pubtlic Service Commission, the following filing is made:

a. The name, address, telephone number and email for the person responsible for the filing is:
Vicki Gordon Kaufman

Jon C. Moyle, Jr.

Keefe Anchors Gordon & Moyle

118 North Gadsden Street

Tallahassee, FL 32301

(850) 681-3828

vkaufman@kagmlaw.com

imoyle@kagmlaw.com

b. This filing is made in Docket No. 080677-El, In re: Petition for increasein rates by Florida Power & Light Company; and
Docket No. 090130-El, In re: 2009 depreciation and dismantlement study by Florida Power & Light Company.

C. The document is filed on behalf of Florida industrial Power Users Group.
d. The total pages in the document are 8 pages.
e.

The attached document is FIPUG’s Notice of Service of Errata to Testimony of Jeffry Pollock.

Lynette Tenace

NOTE: New E-Mail Address
Itenace@kagmlaw.com
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850-681-3828 (Voice) CLK m

850-681-8788 (Fax}
www. kagmlaw.com

The information contained in this e-mail is confidential and may be subject to the attorney client privilege or may constitute
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Lisa Bennett; Anna Williams; Jean Hartman; Theresa Walsh; Martha Brown; mcglothlin.joseph@leg.state fl.us,
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privileged work product. The information is intended only for the use of the individual or entity to whom it is addressed. ¥ you
are not the intended recipient, or the agent or employee responsible to deliver it to the intended recipient, you are hereby
notified that any use, dissemination, distribution or copying of this communication is strictly prohibited. If you receive this e-mail
in error, please notify us by telephone or return e-mail immediately. Thank you.

8/26/2009



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for increase in rates by Florida
Power & Light Company.

In re: 2009 depreciation and dismantlement
Study by Florida Power & Light Company

DOCKET NO. 080677-EI

DOCKET NO. 090130-EI

Filed: August 26, 2009

NOTICE OF SERVICE OF
THE FLORIDA INDUSTRIAL POWER USERS GROUP’S
ERRATA TO TESTIMONY OF JEFFRY POLLOCK

The Florida Industrial Power Users Group (FIPUG), by and through its undersigned

attorneys, hereby files revised pages 14, 18, 34, 36, and Exhibit JP-4 to the testimony of Jeffry

Pollock filed on July 16, 2009 by Electronic Mail and U.S. Mail on this 26™ day of August,

20009.

s/ Vicki Gordon Kaufman

Vicki Gordon Kaufman

Jon C. Moyle, Jr.

Keefe, Anchors, Gordon & Moyle
118 North Gadsden Street
Tallahassee, FL 32301

(850) 681-3828 (Voice)

(850) 681-8788 (Facsimile)
vkaufman@kagmlaw.com
jmoyle@kagmlaw.com

John W. McWhirter, Jr.
P.0O. Box 3350

Tampa, FL 33601-3350
(813) 505-8055 (Voice)
(813) 221-1854 (Facsimile)
jmewhirter@mac-law.com

Attorneys for FIPUG
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the foregoing Florida Industrial

Power Users Group’s Errata to Testimony of Jeffry Pollock was served via Electronic Mail and

First Class United States Mail this 26 day of August, 2009, to the following:

Lisa Bennett, Theresa Farley Walsh

Anna Williams, Jean Hartman, Martha Brown

Florida Public Service Commission
Division of Legal Services

2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850
lbennett@psc.state.fl.us
tfwalsh(@psc.state.fl.us
anwillial@psc.state.fl.us
jhartman(@psc.state.fl.us

mbrown(@psc.state.fl.us

J.R Kelly/Joseph McGlothlin
Office of Public Counsel

111 West Madison Street

Room 812

Tallahassee, Florida 32399
mcglothlin.joseph@leg.state.fl.us

Robert Scheffel Wright

John T. LaVia, ITI

Young van Assenderp, P.A.

225 South Adams Street, Suite 200
Tallahassee, Florida 32301
swright@yvlaw.net

Barry Richard

Greenberg Traurig, P.A.
101 East College Avenue
Tallahassee, FL. 32301

richardb@gtlaw.com

Brian P. Armstrong/Marlene K. Stern
City of South Daytona

¢/o Nabors Law Firm

1500 Mahan Drive, Suite 200
Tallahassee, FL. 32308

barmstrong@ngnlaw.com

K. Wiseman, Lino Mendiola, Meghan
Griffiths, Jennifer Spina

Andrews Kurth LLP

1350 1 Street NW

Suite 1100

Washington, DC 20005
kwiseman(@andrewskurth.com
linomendiola@andrewskurth.com
meghangriffiths@andrewskurth.com

jenniferspina@andrewskurth.com

‘Wade Litchfield

Florida Power & Light Company
215 South Monroe Street

Suite 810

Tallahassee, FL. 32301-1859
Wade litchfield@fpl.com

John T. Butler

Florida Power & Light Company
700 Universe Blvd.

Juno Beach, FL. 33408-0420
John.Butler(@fpl.com

Robert A. Sugarman

LB.E.W. System Council U-4

c/o Sugarman Law Firm

100 Miracle Mile

Suite 300

Coral Gables, FL 33134
sugarman(@sugarmansusskind.com

Bill McCollum/Cecilia Bradley

The Capitol — PLO1

Tallahassee, FL. 32399-1050
Cecilia.bradle oridalegal.com



Stephanie Alexander

Tripp Scott, P.A.

200 West College Avenue, Suite 216
Tallahassee, FI, 32301
sda@trippscott.com

Tamela Ivey Perdue, Esq.
Associated Industries of Florida
516 North Adams Street

Tallahassee, FL 32301
tperdue(@aif.com

Captain Shayla L. McNeiil
AFLOA/JACL-ULT

AFCESA

139 Barnes Drive, Suitel

Tyndall Air Force Base, FL. 32403
Shayla.mcneill@tyndall.af mil

Mary Smallwood, Esq.

Ruden, McClosky, Smith, Schuster &
Russell, P.A.

215 South Monroe Street

Suite 815

Tallahassee, FL. 32301
Mary.Smallwood{@Ruden.com

Stephen Stewart

P.O. Box 12878
Tallahassee, FL, 32317
tips@fpscreports.com

&/Vicki Gordon Kaufman
Vicki Gordon Kaufman
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WHAT LIFE SPANS DOES FPL PROPOSE FOR ITS COMBINED CYCLE
UNITS?

The average life span for FPL's combined cycle (CC) units is 27 years. This
ranges from 25 years for Turkey Point, Martin 8, and Manatee to 43 years for
Putnam. The new West County Energy Center (WCEC) CC units are projected

to have 25-year life spans (FPL's 2009 Ten-Year Site Flan at p. 108).

HAS FPL JUSTIFIED THE LIFE SPANS OF ITS COMBINED CYCLE UNITS?

No. There are no expected retirement dates for these units (FPL's 2009 Ten-
Year Site Plan at Schedule 1). FPL has not explained why it cannot operate
these units for much longer than 27 years (25 years for its newest, most efficient
WCEC units}. The CC units represent a combined $8.2 billion investment. Since
these are the most efficient units on FPL's system, it should be economic to

maintain them in good operating condition for much longer than 27 years.

WHAT IS THE BASIS FOR YOUR OPINION THAT COMBINED CYCLE UNITS
ARE CAPABLE OF OPERATING MUCH LONGER THAN 27 YEARS?
My opinion is based on industry projections and practices, including the following:

s 40 years for Rocky Mountzin Power's CC- units (Utah Public
Service Commission, Docket No. 07-035-13 and Public Utility
Commission of Oregon UM 1329, Order No. 08-327, June 17,
2008);

s Over 60 years for Public Service Company of Oklahoma
(Oklahoma Corporation Commission Cause No. 200600285,
Order No. 545168, QOctober 9, 2007);

s 35 years for Nevada Power Company Silverhawk and Lenzie CC
units {Nevada Public Utilities Commission, Docket No. 06-11022,
Modified order of July 17, 2007);

s 35 years for Georgia Power Company Mcintosh CC units (Georgia
Public Service Commission, Docket No. 25060-U, Document
103566, 2007 Rate Case). .
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This treatment should continue until FPL files its next depreciation study.

Coupled with my recommendation to offset the $314.2 million of capital

retirements and assuming FPL's next depreciation study is filed in 2012 (four

years from the filing date of this case), the book reserve would be reduced hy an

additional $875 million. This would still leave nearly $0.4 billion in excess book

depreciation reserve.

IS THERE ANY PRECEDENT FOR REQUIRING FPL TO TAKE MEASURES

NECESSARY TO ELIMINATE THE HUGE (OVER $1.2 BILLION) SURPLUS IN

ITS DEPRECIATION RESERVE?

Yes. My recommendations to correct a reserve surplus are the same in concept

as prior Commission actions allowing FPL and FPC to correct reserve

deficiencies. For axample:

FPL was to book $126 million (in accord with preliminary
implementation approved in Order PSC-95-0672-FOF-El), an
additional $30 million commencing in 1986, and additional
expense in 1996 and 1997 equal to 100% of base rate revenues
produced by retail sales between its "low band” and "most likety
sales forecast” for 1998, and at least 50% of the base rate
revenues produced by retail sales above FPL's most likely sales
forecast for 1996 to correct a $175.3 million deficiency In the
nuclear depreciation reserve and to correct the reserve deficiency
existing in FPL's other production facilities, which was calculated
to be $60.3 million as of January 1, 1994 (Docket No. 950358-El,
Order No. PSC-96-0461); and

FPC was crdered to amortize the gain realized from the sale of a
combustion turbine from Port St Joe to be used to offset the
reserve deficiency at the Suwanee Peaking Plant. {Docket No,
871570-El, Order No. PSC-98-1723-FOF-El).

Since FPL now has a huge reserve surplus, similar adjustments are appropriate

and necessary to restore generational equity and to heip mitigate the impact of

18
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included in the Planning Process Guidelines FPL issued on May 21, 2008 (Direct
Testimony of Robert E. Barreft Jr., at 8). The planning process resulted in an
Q&M budget for 2009 as well as budgets for 2010 and 2011, a capitai budget for
2009, and forecasted capital expenditures for 2010 through 2013 (/d.}. The
results were reviewed in June 2008 and finally approved in late 2008 (/d. at 9.).
The O&M budget is prepared annualty for the next year and two additional years,
with the next year done at a monthly level while the two “out” years are done on

an annual basis. {/d. at 13.)

WHAT IS SIGNIFICANT ABOUT THE USE OF NUMBERS CALCULATED IN
MID-2008 TO SET RATES FOR 20117

The use of projections calculated seme two and half years prior to the date rates
are to take effect by necessity will result in rates that are based on highiy
speculative information. The farther out in time projections are, the less likely
they are to be accurate.

In Florida, no doubt due in part to the numerous recovery clauses, many
years have often elapsed between rate cases. If the Commission were to base
2011 rates on speculative data from 2008 -~ which will change as 2011 gets
closer - these inaccurate rates may be in effect for a long time and ratepayers
may be paying more than necessary.

If FPL can support a case for rate relief in 2011, it can file a rate case or

limited proceeding in 2010 when projections and budgets will be more accurate.

34
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planning and budget process, which takes place during the latter part of each
year. As such, the final 2010 budget and forecasts for 2011/2012 will be
approved in late 2009."

The above response clearly indicates that both the 2010 and the 2011
capital forecasts are far from final and are subject to change. In each instance,
2010 and 2011, the final capital budget for each year will not be approved until in

the case of the 2010 capital budget, this year, and in the case of 2011 until 2010.

IS THERE ANY OTHER INFORMATION THAT SUGGESTS THAT THE
CAPITAL BUDGET IS SUBJECT TO REVISION?

Yes. A review of the capital budget numbers provided in a series of FPL 10Q
filings with the Securities and Exchange Commission (SEC) for the guarters
ending June 30, 2008, September 30, 2008 and March 31, 2008 indicate that the
capital expenditures have changed over the nine month period. Exhibit JP-4
provides a summary of the projected expenditures taken from the three 10Q
filings. In those filings, by way of example, both the 2010 and the 2011 total
capital expenditures have increased by over $300 million from September 2008
to March 2009. During the same period (September 2008 to March 2008), the
2009 capital expenditures have decreased by over $300 million. From the
quarter ending June 2008 to the quarter ending March 2009, the 2009
expenditures have decreased by over $1 billion. These changes highlight the

extent to which expenditures may change over a relatively short period of time.

36
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FLORIDA POWER & LIGHT COMPANY
Comparison of Capital Expenditures from Form 10Q Reports

REVISED

Docket No. 080677-El
Capital Expenditures
Exhibit JP-4

$ in Millions
Form 10Q Version
Line Capital Type 6/30/2008 9!3%2008 3/131/2009
(N (2) {3)
2009 Capital Expenditures
Generation
1 New $1,180 $1,075 $1,110
2 Existing $790 $655 $545
3 Generation Total $1.980 $1,730 $1,655
4  Transmission and Distribution $1,080 $505 $445
5 Nuclear Fuel $165 $165 365
6 General and Other $145 $190 $150
7 Total $3,380 $2,680 $2,315
2010 Capital Expenditures
Generation
8 New $910 $915 $1,190
9  Existing 3675 $665 $680
10 Generation Total $1,585 $1,580 $1,870
11 Transmission and Distribution $1,130 $845 $865
12 Nuciear Fuel $200 $200 $205
13 General and Other $230 $290 $290
14 Total $3,145 $2,915 $3,230
2011 Capital Expenditures
Generation
15  New $420 $510 $830
16  Existing $575 $645 $610
17 Generation Total $1,085 $1,155 $1,440
18 Transmissicn and Distribution $1,180 $925 $925
19 Nuclear Fuel $175 $175 $215
20 General and Other 52258 $315 $315
21 Total $2,645 $2,5670 $2,885
2012 Capital Expenditures
22 Generation
23  New $7860 $755 $340
24  Existing $455 $455 $515
25 Generation Total $1,215 $1.210 $855
26 Transmission and Distribution $1,150 $1,165 $9530
27 Nuclear Fusli $195 $195 $220
28 General and Other $215 $225 $300
29 Total $2,775 $2,795 $2,305




