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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
COMMISSION STAFF
DIRECT TESTIMONY OF BETY MAITRE
DOCKET NO. 120009-EI
JUNE 19,2012
Q. Please state your name and business address.
A. My name is Bety Maitre and my business address is 3625 N.W. 82nd Ave., Suite
400, Miami, Florida, 33166.
Q. By whom are you presently employed and in what capacity?
A. I am employed by the Florida Public Service Commission as a Regulatory Analyst

IT in the Office of Auditing and Performance Analysis.

Q. How long have you been employed by the Commission?

A. I have been employed by the Florida Public Service Commission since August
2008.

Q. Briefly review your educational and professional background.

A. I have a Bachelor of Science degree with a major in Accounting from Florida

Agricultural and Mechanical University and a Master of Accounting with a major in
Accounting Information Systems from Florida State University. 1 was hired as a
Regulatory Analyst II by the Florida Public Service Commission in August 2008.

Q. Please describe your current responsibilities.

A. Currently, I am a Regulatory Analyst II. I conduct utility audits of manual and
automated accounting systems for historical and forecasted data.

Q. Have you presented testimony before this Commission or any other
regulatory agency?

A. No. I'have not testified before this Commission or any other regulatory agency.
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Q. What is the purpose of your testimony today?

A. The purpose of my testimony is to sponsor the staff audit report of Florida Power
& Light Company (FPL or Utility) which addresses the Utility’s filing in Docket No.
120009-EI, Nuclear Cost Recovery Clause (NCRC) for costs associated with its nuclear
uprate projects. We issued an audit report in this docket for the nuclear uprate projects on

June 1, 2012. This audit report is filed with my testimony and is identified as Exhibit

BM-1.

Q. Was this audit prepared by you or under your direction?
A. Yes, it was prepared under my direction.

Q. Please describe the work you performed in these audits.
A. I have broken the audit work into the following categories.
Rate Base

We reconciled the amounts for Plant in Service from the orders to FPL’s books and the
Utility’s filing, Appendix A. We recalculated the Accumulated Depreciation and
Depreciation Expense estimates on a test basis using Commission approved rates from
Docket No. 080677-EIl. Plant in Service, Accumulated Depreciation, and Depreciation
Expense were compared to Commission Order No. PSC-10-0207-PAA-EI, in Docket No.
090529-EI, issued April 5, 2010, Order No. PSC-11-0078-PAA-EI, in Docket No.
100419-EI, issued January 31, 2011 and Order No. PSC-11-0575-PAA-EI, in Docket No.
110270-El, issued December 14, 2011.

Construction Work in Progress (CWIP)

We traced CWIP additions in Schedule T-6 to the general ledger and selected a sample
for testing. We verified that additions had appropriate supporting documentation, were
related to the Extended Power Uprate (EPU) project, and were charged to the correct

accounts.
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Operating Revenue

We verified the NCRC amount approved in Order PSC-11-0547-FOF-EI, in Docket No.
110009-EI, issued November 23, 2011, to the Capacity Cost Recovery Clause. In that
audit, we reconciled revenues to the ledger and the Utility’s “Revenue and Rate” reports.
We also selected a random sample of bills for the month of April and September 2011 and
recalculated each to verify use of the correct tariff rate.

Operation and Maintenance Expense

We traced expenses in the filing to the general ledger. We selected a sample of 2011
O&M Expenses for testing. The source documentation for selected items was reviewed to
ensure the expense was related to the EPU project and that the expense was charged to the
correct accounts.

Separate and Apart Process

We read FPL’s testimony and procedures related to the separate and apart process. We
reviewed the Recoverable Cost Justification Forms prepared by FPL and reconciled them
to the sample items when applicable.

True-u

We traced the revenue requirements for Carrying Costs on Construction and Deferred Tax
Adjustment, O&M, and Base Rate to supporting calculation schedules. We recalculated
the True-Up amounts as of December 31, 2011 using the Commission approved
beginning balance as of December 31, 2010, Debt and Equity Components, the Financial
Commercial Paper rates, and the 2011 EPU costs. We traced all adjustments to source
documents.

Analvtical Review

We compared 2011 to 2010 costs and used the information to select a sample.

Q. Please review the audit findings in this audit report, Exhibit BM-1.
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A. There were four findings is this audit.

Finding 1: Adjustments to Construction Additions

Schedule T-6 filing of the NCRC reported Jurisdictional Construction Costs Net of
Adjustments for the 12 month period. In the December 2011 construction cost balance,
the Utility included credit adjustments for out of period jurisdictional construction costs
totaling $801,215. However, these credits were also included in the adjustments on lines
12 and 38 of Schedule T-6. The Utility acknowledged that the credit adjustments were
included twice in the filing and plans to include a correction in its Errata filing. This
adjustment will result in an increase of $3,511 in Construction Carrying Cost.

Finding 2: Miscalculation of Schedule T-3

In the July calculation of average Construction Work In Progress (CWIP) on line 6 of
Schedule T-3, the Utility did not use the correct June CWIP balance to compute the
average. The Utility acknowledged the miscalculation and plans to include a correction in
the Errata to be filed. This adjustment will result in a decrease of $11,975 in Construction
Carrying Cost.

Finding 3: Removal of Participation Credits

Appendix A, of the NCRC filing, shows jurisdictional CWIP that was transferred to Plant
in Service, net of adjustments. St. Lucie Unit 2 is jointly owned and the clause is credited
for participation credits. There were two participation credits that were not booked or
billed but were recorded in the filing. Rule 25-6.0423 Florida Administrative Rule
requires the filing to be based on actual costs. Therefore, these credits should be removed
from the filing. The Utility plans to include this adjustment in its Errata filing. This
adjustment will result in a decrease of $362 in Construction Carrying Cost.

Finding 4: Miscellaneous Adjustments

There were several small miscalculations found during the NCRC audit. Due to time

-4 -




constraints, we were unable to obtain sufficient data to properly compute the effect of all
of the miscalculations on the filing. However, the Utility plans to include corrections to
the filing in its upcoming Errata ﬁlihg. For the miscalculations with sufficient data, we
determined that these adjustments will result in an increase in Construction Carrying Cost
and Deferred Taxes of $331 and $11 respectively.

Q. Does that conclude your testimony?
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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the agreed-upon
objectives set forth by the Division of Economic Regulation in its audit service request dated
January 12, 2012. We have applied these procedures to the attached summary exhibit and to
several related schedules prepared by Florida Power & Light Company in support of its filing for
the Nuclear Extended Power Uprate in Docket No. 120009-EL

This audit was performed following General Standards and Fieldwork Standards found in
the AICPA Statements on Standards for Attestation Engagements. Our report is based on
agreed-upon procedures. The report is intended only for internal Commission use.
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Obijectives and Procedures

General
Definitions

Utility refers to Florida Power & Light Company
NCRC refers to the Nuclear Cost Recovery Clause
EPU refers to the Extended Power Uprate

Capital Investments
Rate Base

Objectives: The objective was to reconcile any transfer of construction work in progress to plant
based on Commission Order No.’s PSC-10-0207-PAA-El, PSC-11-0078-PAA-El, and PSC-11-
0575-PAA-EL In addition, our objective was to verify Accumulated Deprecation based on the
amount of plant transferred.

Procedures: We reconciled the amounts for Plant in Service from the orders to FPL’s books and
the Utility’s filing, Appendix A. Depreciation is not recorded on the asset level and does not
reconcile to the general ledger. Therefore, we recalculated the Accumulated Depreciation and
Depreciation Expense estimates on a test basis using Commission approved rates from Docket
No. 080677-EI. Plant in Service, Accumulated Depreciation, and Depreciation Expense were
compared to Commission Order No.’s PSC-10-0207-PAA-El, PSC-11-0078-PAA-EI, PSC-11-
0575-PAA-EL No exceptions were noted.

Construction Work in -Progress (CWIP)

Objectives: The objectives were to verify that Construction Costs listed on the Utility’s
Schedule T-6 filing were supported by adequate documentation and that the capital additions
were appropriately recoverable through the NCRC and in compliance with Section 366.93, F.S.
and Rule 25-6.043, F.A.C.

Procedures: We traced CWIP additions in Schedule T-6 to the general ledger and judgmentally
selected a sample for testing. We verified that additions had appropriate supporting
documentation, were related to the EPU project, and were charged to the correct accounts.

Revenue

Operating Revenue

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the
period January 1, 2011, through December 31, 2011 and whether the Utility applied the
Commission approved cost recovery factor to actual KWH sales that were included in the
Capacity Cost Recovery Clause (CCRC). The NCRC costs are recovered as apart of the CCRC
rate.
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Procedures: We verified the NCRC amount approved in Order PSC-11-0547-FOF-EI to the
Capacity Cost Recovery Clause. In that audit, we reconciled revenues to the ledger and the
Utility’s “Revenue and Rate™ reports. We also selected a random sample of bills for the month
of April and September 2011 and recalculated each to verify use of the correct tariff rate. No
exceptions were noted.

Expense

Operation and Maintenance Expense

Objectives: The objectives were to verify that Operation and Maintenance (O&M) Expenses
listed on the Utility’s Schedule T-4 of the NCRC filing was supported by adequate
documentation and that the expenses are appropriately recoverable through the NCRC clause.

Procedures: We traced expenses in the filing to the general ledger. We judgmentally selected a
sample of 2011 O&M Expenses for testing. The source documentation for selected items was
reviewed to ensure the expense was related to the EPU project and that the expense was charged
to the correct accounts, No exceptions were noted.

Other Issues

Separate and Apart Process

Objectives: The objectives were to review and document FPL’s separate and apart process for
identifying and applying the adjustments necessary to ensure costs recovered thru the NCRC are
limited to the EPU.

Procedures: We read FPL’s testimony and procedures related to the separate and apart process.
We reviewed the Recoverable Cost Justification Forms prepared by FPL and reconciled them to
the sample items when applicable. No exceptions were noted.

True-up

Objectives: The objective was to determine if the True-Up and Interest Provision as filed on
Schedule T-1 filing was properly calculated.

Procedures: We traced the revenue requirements for Carrying Costs on Construction and
Deferred Tax Adjustment, O&M, and Base Rate to supporting calculation schedules. We
recalculated the True-Up amounts as of December 31, 2011 using the Commission approved
beginning balance as of December 31, 2010, Debt and Equity Components, the Financial
Commercial Paper rates, and the 2011 EPU costs. We traced all adjustments to source
documents. Findings 1, 2, 3, and 4 discuss the adjustments to Construction Carrying Cost.
Finding 4 also discusses the adjustments to Deferred Tax Carrying Cost.

Analytical Review

Objectives: The objective was to perform an analytical review of the Utility’s EPU Cost to
determine if there were any material changes or inconsistencies from the prior year.

L2
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Procedures: We compared 2011 to 2010 costs and used the information to judgmentally select
the sample. No exceptions were noted.
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Audit Findings

Finding 1: Adjustments to Construction Additions

Audit Analysis: Schedule T-6 filing of the NCRC reported Jurisdictional Construction Costs Net
of Adjustments for the 12 month period. In the December 2011 construction cost balance, the
Utility included credit adjustments for out of period jurisdictional construction costs totaling
$(801,215). However, these credits were also included in the adjustments on line 12 and 38 of
Schedule T-6. The Utility acknowledged that the credit adjustments were included twice in the
filing and plans to include a correction in its Errata filing. The schedule below shows the effect
these adjustments will have on the filing:

Construction Carrying Cost Adjustment by Staff

Description ) Amount
CWIP Credit Adjustments 801,215

M)
Average CWIP (Credit Adjustments/2) $ 400,608
Equity Comp. grossed up for taxes (Average CWIP * 0.007439034) 5 2,980
$
$

Debt Component (Average CWIP x 0,001325847) 531
3,511

Total Return Requirements (Equity + Debt)

Effect on the General Ledger: There is no effect on the general ledger.

Effect on the Filing: Construction Carrying cost should increase by $3,511.
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Finding 2: Miscalculation of Schedule T-3

Audit Analysis: We tested the mathematical accuracy of Schedule T-3. In the July calculation
of average Construction Work In Progress (CWIP) on line 6, the Utility did not use the correct
June CWIP balance to compute the average. The calculation of the difference follows:

Difference in Average by Staff

Description Amount
Beg. Balance used by Utility from pg. 1 of Sch. T-3 $ 708,271,655
July's CWIP Balance from pg 2 of Sch. T-3 $ 768,386,894
July's Averape CWIP from pg. 2 of Sch. T-3 $ 738,329,274
Actual average of June and July Amount $° 737,015,503

Difference $ 1,313,771

The Utility acknowledged the miscalculation and plans to include a correction in the Errata to be
filed. There were no differences between Staff’s recalculation and the Schedule T-3 filing for
the months of January thru June. Because the Utility’s schedule had included adjustments in its
calculations, the following schedule was created using the Utility’s schedule which included
those adjustments, along with the corrected average CWIP balance shown above, and calculates
the effect on the Construction Carrying Costs.

Construction Carrying Cost Adjustment by Staff

‘;:‘ Desciption Jue) Jub1y Augets Sega1 Ocredt Novet1 Dee-11 12 Mo. Totat
3 [Rudear CWIR Additions (161073} s walsar]s  ssenzas|s wmuain|s seoesrsls su1595150s  css ]S Gamasesis Q10700
2 Transfies to Plant s s 643 A E T E S II8480 )3 127,290,440
31 Bligoble Unansz, Canrying Chacyes s gunssnds  pknenls maraals emLes]s oaoelse) s GIBRNls  (Q05.99)
4jAmiz. af Carrying Churge s gasgmyls  passs]s gassmls passemls qassenl s oassssmls  gassanls i)
$JEWIP Base Bhigibli for Reurn S Tosssiia s 7es3s6E0s | §3ttasers ]S gurare 620 |3 wiosnven | 510097886 | 5 1100000064 | 3 9,572,599,477
Sl Averuge CWIP S 6N.02067% |5 7av01ssed | $790,i%5004 ] 5 saramsez] s vismsaeon]s ouri108627 |3 1057493775 5 930020850
7 aliguity Conponent s LI07] s s3enmssis setoseals wemaiels asaeerls  qaarenls  amaseis s
7 b} Bty Component {geoss tax) s sovtait|s. sasane]s semoor|s esaziinls emges|s  zsosmels  Tanae s 68977614
7e|Debt Congpnem s aus10] % wars | s paerls uimasss waaeels  wdeze|s  reegnls 2
8] Totat Return Reguirement s susasTls  eamast]s espen)s ransez]s sonnasils  wemsess |y vamanls  sLanew
9] Youd Retum Requiremcon (Mrajeciedy {3 samata] s aseisse|s axviim|s eoossss|s  aevrworls  seseasm]s quzimls sewnne
10 Didterence s zemsdils assonael sy soszeer]s saemals sdmas]s  asuas |y saseos | swass
11| Actust £ Esiimated s sasemal s ssasrls sopasls edssae]s eomanls  vaaposls  rseesar|s T2
12{Fina Touko-ap (Por Siaffy 5 75084 ] § stisnale  woore]s  wwansls teosieils  nmoem|s  tanasefs 71940756
12{Fnal Troe-up (Pé Filing) s o811 ¥ snowr]y  wwomols  seanlx rowanls  viesiesls  a3nasals 7960730
Differehice s wl s sists (50 § onf s (1033 oanl's g s (1978

Effect on the General Ledger: There is no effect on the ledger.
Effect on the Filing: Construction Carrying Cost should be decreased by $11,975.
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Finding 3: Removal of Participation Credits

Audit Analysis: Appendix A, of the NCRC filing, shows jurisdictional CWIP that was
transferred to Plant in Service, net of adjustments. St. Lucie Unit 2 is jointly owned and the
clause is credited for participation credits. There were two participation credits that were not
booked or billed but were recorded in the filing. Rule 25-6.0423 requires the filing to be based
on actual costs. Therefore, these credits should be removed from the filing,

Adjustments to Plant in Service

Plant Participani
Transferred Credit Adjusted Plant
Month | Description of Asset Transferred [(Appendix A)l (Appendix A) Transferred
October  IEPU PSL, Fabric Building E Roof’ | § 49,250 | § 396318 53,213
Jursidictional Factor 0.98818187 0.98818187 0.98818187
Jursidictional Total $ 48,668 | $ 391618 52,584
December {EPU PSL Simulator $ 3653884198 64,0391 % 429,923
Jursidictional Factor 098818187 0.98818187 0.98818187
Jursidictional Total $ 361,560 % 63,282 | § 424,842

The Utility plans to include this adjustment in its Errata filing. Plant in service is deducted in the
calculation of Construction Carrying Cost. The schedule below shows the effect on Construction

Carrying Cost.
Construction Carrying Cost Effect of Increasing Transfers to Plant in Service
Description Rates QOctober December Total

Participation Credit Egilible for Return $ 3916138 63,282

Equity Component(gross tax) 000743903 | § 2918 471

Debt Component 0.00132585 | & 518 84

Total Return Requirement 3 341 8 555

No. of Months 2.50 0.50

Total s 851 % 27718 362

Effect on the General Ledger: There is no effect on the general ledger.

Effect on the Filing: Construction Carrying Cost should be decreased by $362.
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Finding 4: Miscellaneous Adjustments

Audit Analysis: There were several small miscalculations found during the NCRC audit. In the
schedule below, we list some of the miscalculations and the effect on the filing.

Effect on Effect on
Coustruction | Deferred Tax
No. Deseription of Misealculation Carrying Cost | Carrying Cost
Pension and Welfare and Business Meals credits reflected
on Line 5 Other Adjustment of Schedule T-3B is
| {overstated by $6,388. $ (5)

The calculation of Jannary to Decembir's CWIP balance
on Line 6 of Schedule T-3B excludes the Pension &
2l Welfare and Business Meals credits reflected on Line 5, ;) {1

The CWIP additions on Line 1 of Schedule T-3 double
counted a prior period jurisdictionalized adjustment of
3183,011. $
The calculation of the CWIP beginning balance on
Schedule T-3B was increased by the the Pension &
Welfare and Business Meals credits reflected on Line 5:as
$(2,173). 1t should have been deducted. CWIP
beginning balance eligible for CPl is overstated by
4]84,345. $ 5

[¥3
3
-~

Total $ 331 1§ 11

Additional minor errors were found. Due to time constraints, we were unable to obtain sufficient
data to properly compute the effect on the filing. However, the Utility plans to include
corrections 1o the filing in its upcoming Errata filing.

Effect on the General Ledger: There is no effect on the general ledger.

Effect on the Filing: Carrying Cost on Construction and Deferred Taxes should be increased by
$331 and $11.




Exhibit

Exhibit 1: True-Up

St. Lucie and Turkey Point Uprate Project
Construction Costs and Carrying Costs on Construction Cost Balarice
Schedale T-1 {True.up) True-up Filing: Retail Reveniue Requirements Summary

{Section (SH6}1.b.]

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Provide the calcutation of the actual tnse-up of

fotal rétail revenug requirements based onaciual

COMPANY: FLORIDA POWER & LIGHT COMPARY expendiures {or the prior year and the praviously filed For the Year Ended 123172011
DOGKET NO.: 120000-E} Frpendtes Withess: Winnle Powers
Liog Agéat A;Bga} Ai?u}a! Ai?u}as Afjal A&ZI 8 efggx‘?‘
Ho. January Febuary March Aprit May June Teial
Jurisdictional Dokars
1 Pre-Consfruction Revenue Requirements 30 $0 30 0 30 30 30
2z Construstion Carrying Cost R Requs 5 fo T-3, ine 8 $5,116.387  $5458.178 $5828.757 $6.264,134 $5,876873 38005957  $34,551.286
3 Recoveiable 0§ Revenue Requinements {Schedula T4 kna 38) $305715 $361.488 $1.28%.838 $1,778.542 $1.778.804 $818.862 $6.326,318
4. DTAKDTLY Canrying Cost (Schedule T-34, lina 8) {8296.265) {$296.769} (5296.691) {$286.269) ($300.626)  {8306.201) (81792841}
5. Other Adjustments (8) §0 0 {83,180) ($12,044) $922817  $1.226582 $2,134.168
& Totat Period Revanue Requicemenis {Lines 1 ihough 5) $5.125.837 85523857 $GE10.713 s7¢734‘363 $8.277.958 s.*géé.‘z"oo $41 i2¥8 928
7. Proj R Requd for the perind {Order No. PSC 11-0095-FOF-El §4.548.058  $5017.875 $5,897 267 36,451,853 $5,455,720  $5463.808  $34EMAM
8 Difference {Line 6 - Line 7) §577 773 sEp5oap $51a446 S1oE7 10 S1E27 730  S1J69301 S63p4538
8. Actuat Esti Revenue Regui s for the penod $4.988,811  $5391.941 $7,974.483 $6,657.429 $7.541.760  §7.408511 $39.861,0680
10, Final Troeup Amount for the Period (Uine & - Line 8) $13826 $131516  (§14bar6)  S1076934 §7367/6 _ $330€80  S1I7578es

~ Tetals may not add due (o rounding

{a) Other Adp tsLine § rep ity Base Rate Revenve Requirements for 2010 and carrying costs on overfurkier recoveries. Refer to Appendix C Line 8,
{0} Incides priof period adjusimant of (3333) as shown o 1.3, e 8,

ClJo [ 93eq

[-Ng Nqryxy

I39-6000C1 :"ON 1920



§t. Lucie and Turkey Point Uprate Project

~

Consfruction Costs and Carrying Cosis on Construction Cost Balance {Section (S)(c)1.b.}
Schedule T-1 (True-up) Jrue-up Filing: Retail Revenue Requirements Summary
) - 1] (4] K} [{§] [ (N}
Actust Actuat Actual Actual Actuat Actuat 12 Month
July August S b October November  Decernber Towl
Jurisdictiona! Doslars
Pre-Construction Revenue Requiremens 3¢ $0 30 5 30 0 $0
2 Construction Carrying Cost Revenue Requirements {Schedule T-3, line 8) 36471400  $5925678 $7.425693 $8,027 566 $8608168  $89.273231  $81.283.022 1)
3 R rable CAM R R its {Schedule T-4, fine 38} $180.679 598254 $1,358,168 $432 542 51218480 310968004 $11.584442
4 DTAHDTL) Carrying Cost (Schedule T234, kne B) {$306,202} {8310,1873 (3317410} (3323,890) {3323.558) {S320770F  {$3.696.838)
5 Other Adjustments (3} $1.207.637 31188578 $1,169,331 $LIS0278  $1431100 S13577H $,138,802
8. Total Pariod Revanue Refuirements {Lines 1 - 5} $7.551.513 $7.000 323 $9.635.779 36288400  S10 40 B1207917¢ S04 300 428

Projecied Revefive Requirements for the period (Order No, PSC 11.0085-FOF-Ef)

Oifference {Line € -Lina 7)

Actual / Estimated R R, tor tha pef

Final Trug-up Amount for the Perisd (Line 6~ Line 8}

* Totals may not 2dg due to.(ounding

$6.672676 36072802 $7.308,6806 $7.901387 $6.379822  $8.252560  $81.317,333

$878.839 $629.720 S:ZF::-H.@ $1.385100 $2255.368  S2 826818  $16.992 006

$7.445463 $T.B07 428 $8.257.517 $ICB3LI $AIT060 $12885043 SM3T04TI0

$14.996 8831 (315700 74! $17.893.297 $20.217.630) ($22.052.270) {$24,964.222 $365 281

{a) Other Ady Line 5 rey BaseRate R 20 R
) Includes prior period adjustment of {$333) &5 sthownon T-3. the 8.
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